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Conclusions and recommendations

1.  The Millennium Ecosystem Assessment shows that extensive environmental
degradation has taken place which will have devastating impacts on the poor and
vulnerable in developing countries. The Assessment is clear; concerted effort is
required to address the root causes of such damage including tackling market
failures, weak regulation and a lack of coordination between international
organisations. The Department for Trade and Industry (DTI), Department for
Environment, Food and Rural Affairs (DEFRA) and Department for International
Development (DTI) all have a clear responsibility to ensure that messages from the
Assessment are heeded and incorporated across all policies. (Paragraph 13)

2. Itis clear that the relationship between trade liberalisation and the environment is an
uneasy one. It appears that the main international focus has been on the
liberalisation of trade, with the benefits that this may bring, while failing to recognise
the full environmental or social impacts that this liberalisation may have. It is
paramount that, where liberalisation is pursued, effective accompanying measures
are adopted to prevent or limit the environmental and social impacts. Without such
measures, international trade liberalisation is only likely to add to environmental
degradation. (Paragraph 23)

Government policy on trade and the environment

3. Although research commissioned by the Government highlighted the importance of
flanking measures, the fact that the 2004 DTI White Paper neglects to consider
explicitly the role that these may play suggests that the DTT has failed to get to grips
with sustainability issues in trade. (Paragraph 29)

4. We commend the Government’s support for international environmental
organisations. We are nevertheless concerned that there is a clear lack of
consideration as to how trade and environmental policies can be made mutually
supportive. This must include specific commitments in UK policy that the impact of
trade on the environment will be fully considered, and effective flanking measures to
offset the negative impacts of trade introduced. This issue is too important for it not
to be expressed specifically as Government policy; the Government must set out how
it will seek to address the environmental impacts of trade. (Paragraph 30)

5.  We look forward to the Government’s formal response to the Sustainable
Procurement Task Force National Action Plan. We trust that the Government will
take a positive stance on the document. We hope that sustainability will be the
driving force of procurement policy and adequately take account of climate change
and other global environmental threats. (Paragraph 34)

The World Trade Organisation

6.  Itis paramount that the WTO Committee on Trade and Environment (CTE) fulfils
its mandate in scrutinising the interface between the environment and trade. It is
essential, not only for the environment, but also for development objectives, the CTE



10.

11.

is not sidelined in addressing a wide range of environment-trade issues. We are
concerned that the Government seems to believe that the CTE is fulfilling its role
when we have seen evidence to the contrary. If the Government is truly committed
to a sustainable international trade system it must, with the EU, be a strong advocate
for a serious and urgent debate on these issues in the CTE. (Paragraph 46)

It is essential that Multilateral Environmental Agreements (MEAs) are more
extensively involved not only in the CTE but also in other WTO bodies, especially in
light of potential conflicts which may arise if trade rules and MEA rules are
contradictory. An agreement between relevant MEAs and the WTO which
establishes a mutually supportive relationship with information exchange is essential
for sustainability to be better incorporated into WTO negotiations. It is also
important that MEAs are able to have substantial impact on negotiations. We agree
with the Government that observer status and information exchange should be a
priority, and we advocate the Government and EU taking a strong line to ensure that
this will be included as part of a completed Round. (Paragraph 55)

The concerns that developing countries have with regards to environmental
measures, either that they will be used for protectionist purposes or that they could
hinder development objectives, must be addressed if we are to move forward on
these issues in a truly sustainable manner. (Paragraph 60)

We are concerned that the CTE is now hindering a more holistic approach to the
consideration of these issues. Lack of joined-up thinking will result in missed
opportunities to make trade, environment and development policies mutually
supportive and risks environmental and developmental objectives being undermined
by trade agreements. (Paragraph 61)

The UK Government and the EC must urgently act to reinvigorate the consideration
of environmental issues in the CTE, by insisting that environmental consequences
associated with wider negotiations also be considered. It is imperative that the UK
and the EU works with developing country members to ensure that they are aware
that poverty eradication is heavily dependent upon a functioning environment, and
that the EU will not compromise their need to develop and eradicate poverty.
(Paragraph 61)

We recommend that the Government and the EU strive to ensure that the WTO
process becomes much more open following conclusion of the Doha Round. We
believe this will encourage the delivery of more sustainable negotiation outcomes.
This would have the added benefit of helping to ensure that countries can be held
more accountable for their negotiating stances. (Paragraph 65)

The relationship between the WTO and MEAs

12.

We are concerned that a lack of clarification of the legal interface between the WTO
and MEAs is leading to unnecessary uncertainty in the formulation of new, and the
application of existing, MEAs. This therefore must be addressed as part of a
successful Doha Round. We therefore urge the Government and EC to do all in their
power to move forward on this issue. However, it is of utmost importance that any



agreement reached must acknowledge that MEA and WTO rules have to be
mutually supportive. If negotiations develop in such a way that MEAs look set to
become disadvantaged in comparison to the current situation, the Government
should strongly resist such a conclusion. (Paragraph 77)

An alternative approach?

13.

14.

Moves to address environment-trade issues may ultimately prove inadequate unless
the WTO can be used to ensure that sustainable development is more fully
considered in trade negotiations, and unless MEAs are able to protect the
environment without the risk of contravening WTO rules. Although we accept that
the Government may be correct in saying that a new body may create new problems,
the current lack of progress on formulating a coherent approach to these issues
within the WTO suggests that an alternative approach may be needed. (Paragraph
81)

We call on the Government to raise this issue with the EC and other EU Member
States, with a view to the adoption of a policy to ensure interactions between
international organisations can be made more mutually supportive. (Paragraph 81)

The Doha Round

15.

16.

17.

Although the Government acknowledges that there may be some negative
environmental consequences of the Round, we are surprised that it does not appear
to be more concerned. WTO Members have failed to consider adequately the
environmental impacts of the negotiations, making it likely at this stage that the
legacy of a completed Round will include a loss of biodiversity and increased
greenhouse gas emissions. We urge strongly the Government and EC to pursue
aggressively a more sustainable outcome. Failure to address these issues will give the
lie to the EU and UK Government assertions that they are at the forefront of action
on climate change and sustainable development. (Paragraph 91)

The EU has displayed a lack of political will to address sustainability issues by, for
example, failing to remove agricultural market distorting measures within the EU.
Until the EU has the political will to ensure that our negotiating positions are fully
consistent with sustainable development objectives, we can not expect other WTO
Members to take these issues seriously. The UK Government and the EU must
demonstrate clear leadership on this, even when it may be against our short-term
economic interests to do so. (Paragraph 96)

We commend the Government for pushing for more action to reduce agricultural
tariffs and quotas. Although the EU and the US have sought to address this
imbalance in international trade, they have not gone far enough. As it is widely held
by WTO Members that agriculture can help raise people out of poverty, it is very
disappointing that more has not been offered by the EU and US. A lack of movement
on these key issues has now, in part, caused the suspension of these negotiations. The
UK Government should do its utmost to ensure that the Round does not fail in its
stated development aims, and do more to fight for the interests of the poorest people.
This not only means that the Government should work to improve the EU ofter, but



should also use our special relationship to seek to ensure that the US goes much
further. (Paragraph 99)

Ensuring that developing countries benefit from the Round

18.

19.

20.

21.

As it is now known that liberalisation in the agricultural sector may have serious
consequences for some developing countries, it is paramount that the G33 proposals
to protect developing country agriculture are taken seriously. This is needed to
ensure that the Doha Development Round can truly lead to gains for the poorest
countries. We are convinced that a level of special and differential treatment must be
granted to developing countries in agricultural products in order to prevent the most
vulnerable in these countries from being devastated by trade liberalisation.
(Paragraph 105)

The Government and EC must actively engage with the G33 proposals and urge
those resistant to it to change their stance. Failure to do this could lead to the
completion of a Round which exacerbates poverty and is therefore likely to accelerate
environmental damage. Such an outcome could be considered a fundamental
betrayal of the poorest people on Earth. (Paragraph 105)

Although Aid for Trade will greatly assist poor countries in developing their capacity
for trade, this does not preclude the need for some of the poorest countries to be able
to protect their agricultural sector, or to ease slowly into the global market.
(Paragraph 107)

We welcome the statement in the Aid for Trade recommendations that it should take
full account of sustainable development goals. However we are concerned that there
is little in the way of specific examples of how the programme will indeed be made
sustainable. The EC and UK Government should make strongly the case for the
inclusion of a specific commitment to the strengthening of domestic capacity in
environmental analysis, regulation and enforcement in developing countries. This is
required to help avoid environmental degradation being an outcome of the
programme. (Paragraph 110)

Agricultural negotiations and the environment

22,

23.

It is essential that relevant MEA secretariats are granted observer status on the WTO
Agriculture Committee. MEA secretariats must also be able to contribute effectively
to the negotiations, to ensure more effective consideration of the environment in its
deliberations. (Paragraph 116)

Seeking to integrate environmental concerns more fully into WTO agricultural
negotiations will seem like hypocrisy if we do not fully integrate this issue into all UK
policies. The fact that policy documents are still produced by UK Government
departments which fail adequately to account for the environment makes it harder to
argue a case for more sustainable practices in the WTO. It also raises questions as to
the Government’s commitment to sustainable development in practice. (Paragraph
117)



24.

25.

In the short-term, dealing with the question of food miles and the impact of
increased global trade on climate change is too thorny an issue for the WTO. The
Government should act to remove the most egregious of imbalances in the
international trade regime as part of a longer process to start dealing with climate
change through the WTO. (Paragraph 124)

As other Members of the WTO are unwilling to deal with climate change in the
short-term, and given its pressing nature, the UK Government and the EU must
themselves do much more to tackle emissions from international transport. In line
with our previous reports, we recommend that transport emissions be better
accounted for through, for example, taxation of aircraft fuel, the robust inclusion of
aviation in the EU emissions trading scheme and the reduction of emissions from
shipping at European ports. The Government should also explore the potential to
help tackle this issue through consumer awareness programmes linked to labelling of
country of origin. Eventually we consider it necessary to ensure that all the external
costs of products are internalised in their final price. (Paragraph 125)

Making trade sustainable

26.

27.

28.

29.

30.

We believe that in the short term there is a case for the liberalisation of
environmental goods and services, although we are sceptical as to the extent to which
any agreed list produced could be considered sustainable. Key to this whole debate is
ensuring that the goods and services listed are relevant to developing countries.
There may also need to be flanking measures adopted so that developing countries
will not be negatively affected. (Paragraph 132)

Ultimately we feel that there must be a much tighter linkage between trade policy
and sustainable development. The Government should initiate a debate on whether
it would be possible to develop a more sustainable global trade system. This could
focus on the formulation of sustainability indicators by which to classify different
products or services. Classifications could then be used to lead more sustainable
trade through labelling schemes or more directly through tariffs on the basis of
sustainability. We accept that these issues are challenging, but the Government must
start to look for more long term solutions to environment-trade problems.
(Paragraph 132)

The fact that the EU has adopted a stance against the liberalisation of natural
resources in order to avoid negative environmental impacts is very positive and we
commend the UK Government and EU for this. (Paragraph 135)

We are heartened that the revised EU Sustainable Development Strategy includes a
commitment to incorporate the principles of sustainable development into its
international trade policy. It is essential that these do not become empty words and
that they are actually translated into concrete action. (Paragraph 137)

However, we fear that there is still a lack of consideration of sustainable development
issues in some EU negotiating positions and call on the Government and EU to
urgently reassess our positions to ensure that they are fully compatible with the
revised Sustainable Development Strategy. (Paragraph 138)



31.

We reluctantly accept that there will be occasions when the economic or
development benefits of a policy will mean that it is adopted, even where there will
be negative environmental impacts. It is therefore imperative that adequate emphasis
is placed on the need to adopt flanking measures to mitigate negative environmental
impacts. Indeed, without the use of effective flanking measures, it is unlikely that
trade liberalisation can be sustainable. The significance of such measures makes it
extremely important that their effectiveness is evaluated following adoption.
(Paragraph 140)

Sustainability Impact Assessments

32.

33.

We greatly welcome the use of SIAs in trade negotiations. Nevertheless we are
concerned that its full findings are not being incorporated into our negotiating
positions. Given that the EU SIA anticipates that the outcome of Doha will be
negative for the global environment, and will have variable social benefits, the EU
could fail in its commitments to more sustainable trade. It is paramount that the
principles established in the Sustainable Development Strategy, and the
recommendations highlighted in the SIA, are brought into Doha to ensure a more
sustainable outcome. This may involve a change of negotiating stances where
possible, such as on agricultural subsidies, or the full implementation of an effective
range of flanking measures to offset any negative impacts. (Paragraph 144)

We are concerned that in what could have been the end stages of the Doha Round,
the EU’s primary method for ensuring that trade agreements will be sustainable,
SIAs, could be described as a work in progress. It is of utmost importance that our
trade policies are sustainable and we therefore urge the Government to ensure that
the effectiveness of the SIA process is fit for purpose by calling for its complete
reassessment. (Paragraph 146)

Bilateral and regional trade agreements

34.

Although we are concerned about a shift of emphasis onto bilateral and regional
trade agreements from the WTO and the multilateral trading system, we do believe
that these provide a unique opportunity for the UK Government and EU to
demonstrate its commitment to sustainable development, particularly in the short
term. We should pursue innovative agreements that seek to address global
environmental challenges through trade, such as free trade in energy efficient goods.
(Paragraph 150)

Conclusion

35.

Should agreement be reached on the Doha Round, we believe that the WTO, and the
international trade system itself, will be ripe for an urgent reassessment with regards
to its interaction with the environment and sustainable development. The current
system must be improved to make it better equipped to deal with the wide-ranging
environmental and development consequences of international trade. (Paragraph
151)



36.

The Government and the EC should now focus its efforts on getting the Doha Round
restarted, with the ultimate goal being to achieve a pro-poor, environmentally
sustainable, conclusion. Anything less than this will mean that the developed world
will have reneged on its commitment to making international trade work for, and
not against, those people who need it most. (Paragraph 152)
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Introduction

The focus of this report

1. The Environmental Audit Committee (EAC) set up a Sub-committee in February 2006
to examine concerns that trade, environment and development policies have sometimes
been working at cross purposes, to the detriment of sustainable development. Our first
inquiry examined the role of the Department for International Development (DfID) and
how sustainable development and environmental issues are incorporated into its work.

2. This second inquiry was established with the intention of examining how international
trade and World Trade Organisation (WTO) negotiations impact upon sustainable
development and the environment in particular. The timing of this Report is significant in
light of the current Doha Development Round of negotiations. This Round is important in
that it was mandated for the first time specifically to address development and certain
environmental concerns through the international trade system.

3. To date the Doha Round has proven fraught and many have become concerned that the
ambitious pro-development and environmental objectives have been abandoned. This is
due in part to bitter negotiations in the usual areas of contention such as the removal of
agricultural subsidies. There are justifiable concerns that the negotiations will ultimately
fail to deliver a sustainable pro-development outcome. We therefore hope that the
publication of this Report will draw attention back to the aims of Doha, and help galvanise
the political will required to move forward on those issues which will enable an ambitious
sustainable pro-development outcome to be achieved.

4. In the course of this inquiry the Sub-committee, chaired by Colin Challen MP, received
memoranda from Government departments, non-governmental organisations (NGOs)
and business organisations. The Sub-committee also took oral evidence from Government
officials and a range of organisations. We are grateful to all those who contributed to this

inquiry.

5. We have not covered all aspects of the Doha negotiations and the myriad ways in which
they might effect the environment; the length of the inquiry and the complex nature of the
negotiations precluded this. Instead we have sought to identify some of the main
sustainable development concerns, such as those caused by agricultural liberalisation, and
how these might be better addressed in the Doha Round and wider international trade.

6. Throughout the Report we often highlight areas in which we have concerns about a
development impact, rather than the environmental impacts which are our main focus.
This is because we consider that poverty is in itself one of the main drivers of
environmental degradation, and therefore helping to tackle poverty is part of a more
sustainable solution to environmental problems.
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The state of the global environment

7. The United Nations Millennium Ecosystem Assessment (MA) reported in March 2005;
it made sobering reading. It concluded that of 24 ecosystem services' reviewed, including a
stable climate, clean air and soil fertility, 15 are being degraded or used unsustainably. The
report warned that this unsustainable use is increasing the likelihood of potentially abrupt
ecosystem changes that will seriously affect human well-being. These changes included the
emergence of new diseases, sudden changes in water quality, the creation of ‘dead-zones’ in
the sea, the collapse of fisheries and shifts in regional climate.

8. Table 1 gives the global status of the ecosystem services evaluated in the MA. The status
column indicates whether the condition of the service has been enhanced (for example by
an increase in its productive capacity), or degraded, in the recent past. There are
interrelationships between ecosystem services so that an increase in one sub-category may
be at the expense of other ecosystem services. For example, an increase in crops typically
involves increased use of water and fertilisers and the expansion onto previously unfarmed
land. This can lead to degradation of other services such as a decline in water quality and
biodiversity loss.?

Table 1. GLOBAL STATUS OF PROVISIONING, REGULATING AND CULTURAL ECOSYSTEM SERVICES
EVALUATED IN THE MILLENNIUM ASSESSMENT?

Ecosystem Sub-category Status® | Notes
service

PROVISIONING SERVICES

Food Crops 1 Substantial production increase
Livestock 1 Substantial production increase
Capture fisheries ! Declining production due to overharvest
Aquaculture T Substantial production increase
Wild foods ! Declining production
Fibre Timber +- Forest loss in some areas, growth in others
Cotton, hemp, silk +/- Declining production of some fibres, growth in others
Wood fuel 1 Declining production
Genetic ! Lost through extinction and crop genetic resource loss
resources
Biochemicals,
natural | Lost through extinction and overharvest
medicines,
pharmaceuticals
Fresh water l Unsustainable use for drinking, industry and

irrigation; amount of hydro energy unchanged, but
dams increase the ability to use that energy

1 An ecosystem service is the benefit that people derive from an ecosystem such as food, water or climate regulation

2 "Experts say that attention to ecosystem services is needed to achieve global development goals”, Millennium
Ecosystem Assessment, 30 March 2005, www.maweb.org

3 Millennium Ecosystem Assessment Board, “Ecosystems and Human Well-being: Synthesis ”, Island Press (Washington
DC, 2005), p6
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REGULATING SERVICES

Air quality ! Decline in ability of atmosphere to cleanse itself
regulation

Climate Global ) Net increase in carbon sequestration since mid-century
regulation Regional and local l Preponderance of negative impacts

Water +- Varies depending on ecosystem change and location
regulation

Erosion ! Increased soil degradation

regulation

Water

purification and | Declining water quality

waste treatment

Disease +- Varies depending on ecosystem change

regulation

Pest regulation ! Natural control degraded through pesticide use

Pollination ! Low to medium certainty that there is a global decline
in the abundance of pollinators

Natural hazard l Loss of natural buffers (wetlands, mangroves)

CULTURAL SERVICES

Spiritual and ! Rapid decline in sacred groves and species

religious values

Aesthetic values ! Decline in quantity and quality of natural lands
Recreation / +/- More areas accessible but many degraded
tourism

2The provisioning, regulating and cultural ecosystem services are given here. Supporting services are not included as they are
not used directly by people. b1 = ecosystem services enhanced, | = ecosystem service degraded, +/- = mixed trends. Table
reproduced after Millennium Ecosystem Assessment Board “Ecosystems and Human well-being: Synthesis” Island Press (2005)

9. This unsustainable use of the world’s resources led the MA Board to conclude that ‘the
ability of the planet’s ecosystems to sustain future generations can no longer be taken for
granted’.* The Board also highlighted the link between environmental degradation and
poverty. They stressed that development policies aimed at reducing poverty may well be
‘doomed’ to failure if they do not adequately account for our impact on the natural
environment, with ecosystem degradation being a major hurdle to achieving Millennium
Development Goals to reduce poverty.” Without adequate consideration of the
environment, gains in millennium development goals will be ‘transitory and inequitable’.®

4 Millennium Ecosystem Assessment Board, “Living beyond our means; Natural Assets and Human Wellbeing;
Statement from the Board”, Island Press (Washington DC, 2005)

5 ibid
6 ibid
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10. In reversing ecosystem decline, the MA concluded that significant changes in policies,
institutions and practices could mitigate many of the negative impacts identified, although
these changes are large and not currently underway. The changes required include
substantial investment in environmentally sound technology, proactive action to address
environmental problems before their full consequences are experienced, and action to
eliminate poverty.

11. Economic activity, including trade, was identified as one of the five indirect drivers of
the ecosystem changes identified in the report, as it in part ‘influences the level of
production and consumption of ecosystem services and the sustainability of production’.
The MA acknowledged that actions to slow ecosystem degradation often do not address
these indirect drivers:

For example, forest management is influenced more strongly by actions outside the
forest sector, such as trade policies and institutions, macroeconomic policies, and
policies in other sectors such as agriculture, infrastructure, energy, and mining, than
by those within it.”

12. The report recommended that effective responses to these indirect drivers need to be
adopted and must overcome a variety of hurdles including: weak systems of regulation and
accountability; market failures and misalignment of economic incentives; underinvestment
in cleaner technologies; and insufficient knowledge concerning ecosystem services and
management. It also recommended a number of specific response options including
increased coordination between multilateral environmental agreements (MEAs) and other
international economic and social institutions.®

13. The Millennium Ecosystem Assessment shows that extensive environmental
degradation has taken place which will have devastating impacts on the poor and
vulnerable in developing countries. The Assessment is clear; concerted effort is
required to address the root causes of such damage including tackling market failures,
weak regulation and a lack of coordination between international organisations. The
Department for Trade and Industry (DTI), Department for Environment, Food and
Rural Affairs (DEFRA) and DfID all have a clear responsibility to ensure that messages
from the Assessment are heeded and incorporated across all policies.

Does trade liberalisation result in environmental damage?

14. The process of trade liberalisation has been underway for a number of decades, both at
a global level in the General Agreement in Tariffs and Trade (GATT) and the World Trade
Organisation (WTO), and in many bilateral and regional trade agreements.” Trade

7  Millennium Ecosystem Assessment Board, “Ecosystems and Human Well-being: Synthesis ”, Island Press (Washington
DC, 2005)

8 ibid

9 Institute for European Environmental Policy, “The environmental impacts of trade liberalisation and potential
flanking measures”, Institute for European Environmental Policy (2005), p12



14

liberalisation is in essence the removal of government-imposed barriers to trade so that
goods and services can flow more freely between countries.

15. The Confederation of British Industry (CBI) told us that liberalisation can have positive
consequences for the environment and that the current WTO negotiations will result in
increased growth in developing countries, enabling them to pursue sustainable
development more effectively. It also highlighted that trade liberalisation can lead to
efficiency and productivity gains which in turn can help lower pressure on the
environment. It provided the example of fisheries where government subsidies can
encourage over-production and potentially lead to the depletion of fish stocks.
Nevertheless, the CBI stressed the need to balance the needs of the environment while
maximising the benefits of trade.'

16. The International Chamber of Commerce UK (ICC) agreed that liberalisation can lead
to benefits to the environment, although it did stress that the opposite can be true where
projects are ‘poorly planned and executed and there is an inadequate framework or
enforcement of environmental protection legislation, but the general relationship between
trade, growth and environmental protection is very positive’. !

17. Although the Royal Society for the Protection of Birds (RSPB) and WWF agreed that
trade liberalisation can have positive outcomes for the environment and development, they
raised grave concerns about the extent to which negative consequences are occurring. Dr
Paul Jefferiss of the RSPB said that although in theory liberalisation can lead to
environmental benefits such as increased trade in low environmental impact technologies:

... the evidence seems to suggest overwhelmingly that on balance and in practice the
effects on the environment are actually negative and those effects can take the form
of habitat loss, ... natural resource degradation, resource depletion, biodiversity loss,
...air and water pollution, waste generation and probably of most concern climate
change."

18. These issues were referred to in the Government’s evidence to the Sub-committee. It
asserted that there are both positive and negative impacts on the environment likely as a
result of trade liberalisation, although it is impossible to quantify the exact impact of these.
Positives include enhanced trade in new environmental technologies and the
encouragement of more efficient resource use. Negative consequences might result from
the increased resource demands of additional production and consumption and increased
environmental degradation from the expansion of crops into natural areas."

10 Ev49

11 Ev41l

12 Q48 [Dr Jefferiss]
13 Ev57-58
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The importance of flanking measures

19. Flanking measures are measures that are adopted alongside trade liberalisation in order
to prevent or mitigate its negative impacts on the environment or society. A study
commissioned by DEFRA found that trade liberalisation had negative environmental and
social impacts in a large number of cases where environmental and social protection
measures were ‘insufficiently effective’. It came to the conclusion that flanking and other
supportive measures could assume a ‘pivotal role’ if trade liberalisation is expected to
contribute to sustainable development.'

20. A further DEFRA-commissioned study on potential flanking measures anticipated
that, ‘given sufficient political will, many of the expected environmental impacts of trade
liberalisation can either be dealt with by existing measures (such as EU agri-environment
measures) or are most readily addressed by regulations or other measures at the national
level in third countries’.”” It also concluded that a longer term flanking measure might be to
work at an international level to improve compliance with existing multilateral
environmental agreements and to negotiate new agreements.

21. The Government accepted the need for flanking measures, which are ‘crucial in order
to maximise the possibility of environmental gains’. It said that the European Union
Sustainability Impact Assessments (EU SIAs) would identify such measures, and that it
strongly supports the use of such assessments.'® The Government has also commissioned
research to, inter alia, identify what capacity building and flanking measures are in place in
order to assist developing countries to construct and implement measures to deal with the
environmental impacts of trade liberalisation."”

22. Indeed, the EU SIA recognises the limitations of liberalisation as a policy:

“Trade liberalisation per se is not the main driver for a more sustainable
development. It may however, be one of several policy mechanisms that can,
under appropriate circumstances, contribute to growth on a more sustainable
basis. Other economic and developmental reforms and measures that are tailored
to the specific requirements of each developing country would need to be

implemented alongside greater trade liberalisation”."®

23. It is clear that the relationship between trade liberalisation and the environment is
an uneasy one. It appears that the main international focus has been on the
liberalisation of trade, with the benefits that this may bring, while failing to recognise

14 Colin Kirkpatrick et al, “Implications of trade and investment liberalisation for sustainable development: Review of
literature”, Impact Assessment Research Centre, University of Manchester (2004)

15 Institute for European Environmental Policy, “The environmental impacts of trade liberalisation and potential
flanking measures”, Institute for European Environmental Policy (2005), p10

16 Ev58

17 “Environmental Capacity Building and Technical Assistance Research”, DEFRA Science and Research, 2006,
www.defra.gov.uk

18 Colin Kirkpatrick et al, “Sustainability Impact Assessment of proposed WTO negotiations: Final global overview
trade SIA of the Doha Development Agenda. Final Report”, Impact Assessment Research Centre (July 2006), p116
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the full environmental or social impacts that this liberalisation may have. It is
paramount that, where liberalisation is pursued, effective accompanying measures are
adopted to prevent or limit the environmental and social impacts. Without such
measures, international trade liberalisation is only likely to add to environmental
degradation.

Government policy on trade and environment

24. The cross cutting issues of trade, environment and development mean that a number of
departments share responsibility, with the DTI, DEFRA and DfID all being involved. In
evidence to the Sub-committee, the Government stated that it was committed to ‘ensuring
consistency between trade, international development and environmental policies and
programmes. This is essential to ensure that economic growth occurs in a manner that
limits adverse social and environmental consequences’'” A number of policy documents
of relevance to this inquiry are referenced throughout this Report, but those of most
relevance include:

e DTI White Paper, Making globalisation a force for good (2004)

o DfID White Paper, Eliminating World Poverty: Making governance work for the poor
(2006)

25. The Government Trade and Investment White Paper Making Globalisation a Force
for Good (July 2004), established how the Government would seek to protect the
environment from the negative consequences of international trade by identifying a
number of key priorities for action, including:

e Support for relevant international institutions such as the United Nations Environment
Programme (UNEP) and the Organisation for Economic Co-operation and
Development (OECD)

e Support for the development and promotion of EU Sustainability Impact Assessments
of trade negotiations

e Support for special incentive arrangements which form part of the EU Generalised
System of Preferences.

26. This White Paper stressed the need for trade liberalisation although it recognised that
this may have negative implications for the environment. Critics of the Paper felt that it
was too focused on trade liberalisation as a cure-all and criticised a lack of concrete actions
to be taken to address the negative environmental consequences identified.” Friends of the
Earth asserted that the White Paper gave ‘superficial treatment at best’ to environmental
protection.”!

19 Ev57
20 “Hewitt unveils ‘'new vision’ for trade”, The Guardian, 6 July 2004

21 "Global Trade; Globalisation a Force for Good?"”, Friends of the Earth, www.foe.co.uk
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27. Of specific concern to this inquiry is a paragraph which states that the environmental
negotiations in the current Round of WTO negotiations are an ‘important contribution’,
but that ‘environmental issues cannot be resolved solely within the WTO’.* It did not go
on to consider the ways in which the WTO might be used to even partly resolve
environmental issues.

28. These criticisms are similar to those the Sub-committee recently levelled at the DfID
White Paper (2006), in our last Report, which expressed concern that development policy
has neglected to integrate fully environmental considerations.”

29. Research conducted by DEFRA in order to ensure that the DTI White Paper was
developed within a ‘sustainable development framework’, stressed the ‘pivotal role’ that
flanking measures have on the sustainable outcome of trade liberalisation.”* Although
research commissioned by the Government highlighted the importance of flanking
measures, the fact that the 2004 DTI White Paper neglects to consider explicitly the
role that these may play suggests that the DTI has failed to get to grips with
sustainability issues in trade.

30. We commend the Government’s support for international environmental
organisations. We are nevertheless concerned that there is a clear lack of consideration
as to how trade and environmental policies can be made mutually supportive. This
must include specific commitments in UK policy that the impact of trade on the
environment will be fully considered, and effective flanking measures to offset the
negative impacts of trade introduced. Although the Government alludes to the
consideration of such impacts through its support for EU SIAs in the White Paper, this
issue is too important for it not to be expressed specifically as Government policy; the
Government must set out how it will seek to address the environmental impacts of
trade.

Public procurement

31. In the 2005 Sustainable Development Strategy, the Government committed itself to
making the UK a leader in the EU in sustainable procurement by 2009.>> The Government
concluded that this would have wide benefits including the avoidance of adverse
environmental impacts and the stimulation of a market for more sustainable goods.”® The

22 Department for Trade and Industry, Trade and Investment White Paper 2004: Making globalisation a force for good,
Cm 6278, July 2004, p107

23 Environmental Audit Committee, Tenth Report of Session 2005-06, Trade, Development and Environment: The Role
of DFID, HC 1014, p42

24  The Colin Kirkpatrick et al, “Implications of trade and investment liberalisation for sustainable development: Review
of literature”, Impact Assessment Research Centre (2004)

25 Department for Environment, Food and Rural Affairs, The UK Government Sustainable Development Strategy:
Securing the future, Cm 6467, March 2005, p54

26 lbid
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scale of the impact of improved public sector procurement could be considerable, with
around £150 billion being spent annually.””

32. It was acknowledged by an earlier EAC report, and a National Audit Office review, that
sustainable procurement in Government is unsatisfactory. The Government established a
Sustainable Procurement Task Force to devise a National Action Plan to enable it to deliver
its 2009 goal. This National Action Plan was published on 12 June 2006.

33. In evidence to the Sub-committee the Government asserted that public procurement is
one of the main ways in which trade can be used to ensure the alleviation of poverty and
the sustainable use of natural resources.” WWF also made the point to the Sub-committee
that sustainable public procurement policy could contribute to building trust between
ourselves and developing countries that sustainable development is a key priority of the
Government. It also argued that creative use of such policies involve sourcing sustainable
goods and services preferentially from developing countries.”

34. We look forward to the Government’s formal response to the Sustainable
Procurement Task Force National Action Plan. We trust that the Government will take
a positive stance on the document. We hope that sustainability will be the driving force
of procurement policy and adequately take account of climate change and other global
environmental threats.

The World Trade Organisation and the
environment

35. The foundations of the international trade regime date back to 1947 when the General
Agreement on Tariffs and Trade (GATT) was established in order to promote and manage
global economic development. Possibly the most important principle of the GATT (and
since 1995 the WTO) is non-discrimination between trading partners or between domestic
and foreign producers which should thus lead to freer trade. There are certain exceptions
to this principle.” In 1994, the GATT Uruguay Round established the WTO to administer
the GATT and other trade agreements. It also created a more effective dispute settlement
process.”

36. There are over 140 Members of the WTO, with 30 countries in the process of accession
to the organisation. The organisation is run by its Members. China is a significant

27 Department for Environment, Food and Rural Affairs, Procuring the Future: Recommendations from the Sustainable
Procurement Task Force, June 2006, p7

28 Ev62
29 Ev16
30 The World Trade Organisation (WTO), Standard Note SN/EP/1491, House of Commons Library, May 2006

31 United Nations Environment Programme & International Institute for Sustainable Development, “Environment and
Trade — A Handbook"”, International Institute for Sustainable Development (2005)
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newcomer to the WTO, having joined in December 2001.”* The UK adopts a common
position with the EU, and, like all other EU countries, is represented at the WTO by the
European Commission.

37. The Preamble to the Marrakech Agreement Establishing the World Trade Organisation
included a strong statement on the need for the international trading system to be

compatible with, and supportive of, sustainable development objectives. Indeed, Pascal
Lamy, Director-General of the WTO, has asserted that Members should remember that
‘sustainable development is itself the end-goal of this institution. It is enshrined in page 1,
paragraph 1, of the Agreement that establishes the WTO’: **

Recognizing that their relations in the field of trade and economic endeavour
should be conducted with a view to raising standards of living, ensuring full
employment and a large and steadily growing volume of real income and effective
demand, and expanding the production of and trade in goods and services, while
allowing for the optimal use of the world's resources in accordance with the
objective of sustainable development, seeking both to protect and preserve the
environment and to enhance the means for doing so in a manner consistent with
their respective needs and concerns at different levels of economic development,*

38. The consideration of sustainable development and the environment is therefore
qualified and operates under a number of principles including that:

The WTO is not an environmental protection agency, although there is the
acceptance that trade and environmental policies can be made complementary.
The WTO’s focus is to continue to liberalise trade and to ensure that
environmental policies do not obstruct trade, and that trade rules do not prevent
adequate domestic environmental protection.

WTO rules already enable countries to enact national environmental protection
policies where they do not discriminate between imported or domestic goods or
between like products imported from different trading partners.

There should be coordination between trade and environment officials at a
national level to ensure that environment-trade conflicts are minimised at the
international level. There should also be multilateral coordination on
environmental issues through multilateral environment agreements (MEA).*

32
33
34
35

The World Trade Organisation (WTO), Standard Note SN/EP/1491, House of Commons Library, May 2006
“Trade can be a friend, and not a foe, of conservation — Lamy”, WTO News, October 2005, www.wto.org
“Marrakech Agreement Establishing the WTO"”, WTO, 1994, Paragraph 1, www.wto.org

“Parameters of the discussion in the WTO", WTO, October 2006, www.wto.org
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39. A 1994 Uruguay Round Ministerial Decision established a Committee on Trade and
Environment (CTE). The broad mandate of the CTE included the consideration of the
relationship between trade and the environment in order to promote sustainable
development, and to make appropriate recommendations as to modification of the
multilateral trading system should such be required.’® The latest round of negotiations also
contains a specific mandate for the CTE further to consider the links between trade and
environment.”’

40. Although sustainable development was prominently included in the Agreement which
established the organisation, and subsequently in the Doha Development Agenda®, the
WTO has been extensively criticised for not taking adequate account of the impact of trade
on the environment, nor doing enough to mitigate any negative impacts. Pascal Lamy has
asserted that for the benefits of liberalisation to show, WTO members must now become
aware that policies to offset environmental and social damage can no longer be considered
to be the responsibility of other organisations.”

The Committee on Trade and Environment

41. Although the CTE was established to improve coordination between environment and
trade objectives, the body has received vociferous criticism from a range of NGOs. This is
primarily due to a perceived lack of progress on the issues which it was established to
consider.

42. Chatham House stated that the CTE has ‘not lived up to its promise’ by failing to reach
consensus on ‘any major policy recommendations’.*” Chatham House argues that this is a
function of a lack of political will to address environment-trade issues.* Friends of the
Earth argued that negotiations in the CTE have been too focused on the debate about
environmental goods and services, neglecting to consider the wider implications of the
negotiations. **

43. These criticisms are sobering considering the additional scrutinising role the CTE and
the Committee on Trade and Development (CTD) were given in Paragraph 51 of the Doha
Development Agenda (DDA). This called on the CTE and CTD to act as fora to identify
and debate the environmental and developmental aspects of all the negotiations ‘in order
to help achieve the objective of having sustainable development appropriately reflected’.*
Pascal Lamy, Director-General of the WTO argued that this mandate:

36 “Trade and Environment at the WTO"”, WTO, www.wto.org

37 “Doha WTO Ministerial Declaration 2001", WT/MIN(01)/DEC/1, 14 November 2001, paras 32 & 51

38 The mandate for the Doha round of negotiations.

39 “Trade can be a friend, and not a foe, of conservation — Lamy”, WTO News, October 2005, www.wto.org
40 Ev25
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43  “"Doha WTO Ministerial Declaration 2001", WT/MIN(01)/DEC/1, 14 November 2001, para 51
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...has come to reshape our thinking. In Paragraph 51, Ministers instructed us to
change our frame of mind. In other words, to no longer compartmentalize our
work; discussing environmental and developmental issues in isolation of the rest
of what we do. These are issues that permeate all areas of the WTO. In fact, it is
through the lens of Paragraph 51 that we must now begin to look at the rest of the
WTO.*

44. Chatham House pointed out that the CTE’s original mandate, prior even to the DDA,
was very wide in that it was to make recommendations on potential reform of the
multilateral trading system.* It has failed to do this.

45. The Government believes that the CTE has been making ‘steady progress’ and is
‘clearly pushing forward on all fronts’* It acknowledges that work within the CTE is a
function of wider negotiations which have focused on agriculture and non-agricultural
market access (NAMA) and thus there has been less of an emphasis on the environment.
The Government stressed that its focus was balanced across all the negotiations.

46. It is paramount that the CTE fulfils its mandate in scrutinising the interface
between the environment and trade. As the WTO’s primary body with this function it is
essential, not only for the environment, but also for development objectives, the CTE is
not sidelined in addressing a wide range of environment-trade issues. We are
concerned that the Government seems to believe that the CTE is fulfilling its role when
we have seen evidence to the contrary. If the Government is truly committed to a
sustainable international trade system it must, with the EU, be a strong advocate for a
serious and urgent debate on these issues in the CTE.

MEA observer status and involvement in CTE negotiations

47. In addition to there being a lack of political will to reach agreement on environmental
issues in the CTE, Chatham House pointed out that the way in which the CTE operates
hinders effective decision making, by failing to involve fully multilateral environmental
agreement (MEA) secretariats:

I think it is an imperfect mechanism because it is not as transparent and as
participatory as it ought to be considering the issues that it is dealing with. So there is
not a full, meaningful dialogue between the environmental institutions and the WTO
in the negotiations. The MEA information sessions, as they are called, are really one-
off events that do not seem to permeate into the deliberations of the WTO in any
observable way.*

44  "Trade can be a friend, and not a foe, of conservation — Lamy"”, WTO News, October 2005, www.wto.org
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48. The greater inclusion of MEA secretariats could also make the CTE more effective due
to its current lack of expert environmental and developmental knowledge. It is also argued
that the increased presence and participation of MEA secretariats in the CTE could help
reduce the risk of potential conflict between MEA and WTO rules.*

49. Friends of the Earth said:

...an example of how poorly [the CTE] is working, in that people from the MEA
secretariats are almost never invited to participate in the discussions, and when they
do, they have to sit there until the end of the session and then make a final comment,
so, even if they can get into the room, they feel they are not able to participate
properly in the negotiations and that is no way to proceed at all.*’

50. The WTO-commissioned report The Future of the WTO, discussed the benefits of
granting observer status for international organisations:

...decisions regarding cooperation agreements with other international organizations
and of granting them observer status are guided by the potential contribution those
organisations can offer to the activities of the WTO. Such is the case of World
Intellectual Property Organisation (WIPO)... given its expertise and responsibilities
on intellectual property.

More broadly, the Consultative Board takes a favourable view of “horizontal
coordination”. Cooperation with other intergovernmental agencies generally adds
value to the activities of the WTO. It also helps legitimize the WTO since it complies
with the general obligation of conduct, related to cooperation, that is part of public
international law.”

51. The current involvement of the WIPO in WTO negotiations therefore provides a
precedent for greater involvement of international bodies including MEAs. The agreement
between the WTO and WIPO explicitly establishes that the WTO ‘desires a mutually
supportive relationship with the WIPO’, and provides that there will be cooperation
including in technical areas.”® WWF advocated that MEA secretariats and UNEP should be
granted observer status in WTO bodies, and that information exchange must be improved
between international environmental organisations and the WTO.?* The CBI also called for
trade policy to be devised in close consultation with MEA secretariats, which it stated
should be granted observer status where not already given.>

48 "Environment backgrounder: Observership”, WTO, www.wto.org
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50 WTO Consultative Board, “The Future of the WTO", World Trade Organisation, p39

51 “Agreement between the World Intellectual Property Organisation and the World Trade Organisation”, World
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52. These calls are in line with paragraph 31 of the Doha Ministerial Declaration, outlining
the trade and environment work programme. This included a requirement to negotiate on
the procedures for enabling regular information exchange between MEA secretariats and
the relevant WTO committees, and the criteria for granting observer status to MEAs.

53. The importance of improving coordination between MEAs and the WTO should not
be underestimated. The MA stressed the need to change institutional governance to enable
better management of ecosystems. It acknowledged that numerous obstacles currently
weaken MEAs and that coordination is needed between MEAs ‘and more politically
powerful international institutions such as economic and trade agreements, to ensure that
they are not acting at cross-purposes’.™

54. The Government in its written evidence confirmed that it believes that it is ‘important
that clear and formalised mechanisms for observership and information exchange between
the WTO and the MEA Secretariats are agreed as part of the DDA negotiations’ and that
‘the EU will continue to press for these negotiations to be included’.*

55. It is essential that MEAs are more extensively involved not only in the CTE but also
in other WTO bodies, especially in light of potential conflicts which may arise if trade
rules and MEA rules are contradictory. An agreement between relevant MEAs and the
WTO similar to the WTO-WIPO agreement which establishes a mutually supportive
relationship with information exchange is essential for sustainability to be better
incorporated into WTO negotiations. It is also important that MEAs are able to have
substantial impact on negotiations. We agree with the Government that observer status
and information exchange should be a priority, and we advocate the Government and
EC taking a strong line to ensure that this will be included as part of a completed
Round.

A holistic approach?

56. As highlighted above, many are concerned that the more holistic approach envisaged in
the DDA, which would have brought environmental and developmental concerns closer
into negotiations, has not been achieved. This is exemplified by the situation that occurs
now, when environmental demands may be traded-oft against unrelated issues.’*” It was
felt by some that the existence of an “environment” committee added to this disjointed
decision-making process in that environmental aspects tend not to be considered in other
committees as this is not seen as their responsibility.

54 Millennium Ecosystem Assessment Board, “Ecosystems and Human Well-being: Synthesis ”, Island Press (Washington
DC, 2005), p20

55 Ev59
56 Q43
57 Q53 [Mr Jefferiss]



24

57. Chatham House referred to this problem:

... many of the really difficult, controversial issues related to the environment are not
even addressed in the Committee on Trade and Environment. One sees them or one
reads of them being debated in the Committee on Sanitary and Phytosanitary
Measures or in the Technical Barriers to Trade Agreement Committee as a result of
notifications that relate to the remit of those committees but also have environmental
implications. So those are where the real debates are happening. Those committees
of course are even less transparent and absolutely not participatory than the
Committee on Trade and Environment.®

58. There is also concern that the establishment of separate environment and development
committees hinders a more holistic approach to the issues. The MA demonstrates that
more sustainable management requires that environmental and development issues be
considered together, as well as more widely in trade negotiations.

59. The Government rejected concerns that the separation of these issues into different
committees had prevented a holistic approach to trade and sustainable development. It
pointed out that suggestions to bring development and environmental issues closer
together has elicited a negative response from developing countries:

... who actually do not want the two to be discussed together; they want to keep them
separate because they are worried about what the implications of taking them
together might be.”

60. The concerns that developing countries have with regards to environmental
measures, either that they will be used for protectionist purposes or that they could
hinder development objectives, must be addressed if we are to move forward on these
issues in a truly sustainable manner.

61. We accept that the creation of the CTE was a genuine attempt to better address cross-
cutting environment-trade issues, but are concerned that the CTE is now hindering a
more holistic approach to the consideration of these issues. Lack of joined-up thinking
will result in missed opportunities to make trade, environment and development
policies mutually supportive and risks environmental and developmental objectives
being undermined by trade agreements. In order better to ensure the sustainability of
trade the CTE must become a more effective decision-making forum. The UK
Government and the EC must urgently act to reinvigorate the consideration of
environmental issues in the CTE, by insisting that environmental consequences
associated with wider negotiations also be considered. It is imperative that the UK and
the EU works with developing country members to ensure that they are aware that
poverty eradication is heavily dependent upon a functioning environment, and that the
EU will not compromise their need to develop and eradicate poverty.

58 Q42
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Transparency of WTO negotiations

62. The Sub-committee heard in oral evidence from Chatham House that procedures
within the WTO could be improved by making them more transparent and participatory.
Chatham House described the CTE as ‘imperfect’ in part due to this.®

63. A report published by the WTO, The Future of the WTO, recognised a range of benefits
as a result of closer dialogue with civil society, business and other stakeholders, including
the provision of additional knowledge and expertise. However, the authors did stress that
there will continue to be a need for a degree of confidentiality or there is the risk that
negotiations will not deliver meaningful results due in part to political sensitivity.*'

64. Increased transparency and accountability, including greater involvement of
stakeholders, was identified as important in the MA for creating the conditions within
which more effective ecosystem management can happen:

Laws, policies, institutions, and markets that have been shaped through public
participation in decision-making are more likely to be effective and perceived as just.
Stakeholder participation also contributes to the decision-making process because it
allows a better understanding of impacts and vulnerability, the distribution of costs
and benefits associated with trade-offs, and the identification of a broader range of
response options that are available in a specific context.®

65. We recommend that the Government and the EU strive to ensure that the WTO
process becomes much more open following conclusion of the Doha Round. We believe
this will encourage the delivery of more sustainable negotiation outcomes. This would
have the added benefit of helping to ensure that countries can be held more accountable
for their negotiating stances.

The relationship between WTO rules and MEAs

66. Although there are many MEAs®, only a few are of any real significance to the
environment-trade interface. These include the Convention on International Trade in
Endangered Species of Wild Fauna and Flora (CITES) and the United Nations Framework
Convention on Climate Change (UNFCC). MEAs are thought to provide a solution to
potential trade and environment conflicts, and therefore Agenda 21, the World Summit on
Sustainable Development implementation plan, and a number of WTO declarations, call
for the multilateral trade system and MEAs to be mutually supportive.®*
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67. The problem is that there exists the possibility that MEA rules may conflict with WTO
rules. An example of this could be where an MEA permits trade restrictions against some
countries (non-parties to an agreement) but not others (parties). A major fear of the
environmental community is that a trade law dispute settlement panel will find that a
country has breached its trade law obligations by fulfilling its obligations under an MEA,
although this has not happened yet.*

68. The potential for such conflict is rejected by some WTO Members who have argued in
the CTE that the existing principles of public international law adequately govern the
relationship:

The 1969 Vienna Convention on the Law of Treaties as well as the principles of
customary law could themselves define how WTO rules interact with MEAs.= The
legal principles of “lex specialis” (the more specialized agreement prevails over the
more general) and of “lex posterior” (the agreement signed later in date prevails over
the earlier one) emanate from public international law, and some have argued that
these principles could help the WTO in defining its relationship with MEAs.®

69. The WTO Appellate Body, which considers appeals in WTO disputes, has already
made decisions in reference to international law:

On more than one occasion the Appellate Body has used international
environmental agreements and declarations to help it understand and interpret the
various rights and obligations found in the trade agreements. In doing so, the
Appellate Body has expressly sought mutually supportive interpretations and
applications, in practice, of both sources of international law, putting into practice
the widely-issued calls for mutual supportiveness.*’

70. Chatham House commented that the decisions of the Appellate Body have ‘led to a set
of rulings that are legally robust and which create effective balances between trade
liberalisation and environmental protection’® However it did acknowledge the
shortcomings of the current situation in that decisions made by the Appellate Body do not
operate under the principle of stare decisis (earlier decisions do not create a precedent for
future decisions).®’

71. The potential for conflict between MEAs and the WTO has led to calls for greater legal
certainty through a decision as to the formal relationship between the bodies. Indeed,
paragraph 31 (i) of the Doha Ministerial Declaration initiated negotiations on an aspect of
this relationship:
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...the relationship between existing WTO rules and specific trade obligations set out
in multilateral environmental agreements (MEAs). The negotiations shall be limited
in scope to the applicability of such existing WTO rules as among parties to the MEA
in question. The negotiations shall not prejudice the WTO rights of any Member that
is not a party to the MEA in question;”

72. Pascal Lamy, Director General of the WTO, stressed the importance of MEAs and
stated that:

The ultimate objective of the negotiation is to ensure that trade and environmental
regimes become “mutually supportive”. ... The Doha Round, in which this issue is
currently under negotiation, is a once in [a] lifetime opportunity to confirm the need
for “mutual supportiveness.””!

73. However, it has been argued that this inclusion to the agenda may not have a positive
outcome for the environment:

...the Doha mandate on MEAs is viewed by some as hamstrung by its narrow scope;
it is only concerned with the use of what the WTO has termed “specific trade
obligations” in a currently unspecified set of MEAs and, even then, only between
parties to the MEA. In other words, only the least controversial (some would say
uncontroversial) aspects of the relationship are being discussed. The negotiating
mandate, in a passage that even further limits prospects for progress in these
discussions, requires that the negotiations do not result in changes to the existing
balance of rights and responsibilities of the WTO members.”

74. There is concern that this narrow mandate may even have damaging impacts on
international environmental protection regimes.”” Chatham House pointed out that any
attempt to modify the relationship between MEAs and the WTO should not ‘jeopardise’
the current situation in which the Appellate Body has shown itself as being able to come to
some balanced conclusions as to the relationship between trade and the environment.”
Some countries have suggested that the status quo should be maintained due to the risk of a
loss of this balance.”

75. Nevertheless, maintenance of the current situation comes with its own disadvantages.
A lack of clarity may cause uncertainty in international law which, WWF argued, has led to
a chilling effect in the formulation of new international environmental regulation:
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... I was speaking a while ago to an American who is closely involved in negotiating
the CITES agreement, the MEA which governs trade in endangered species. They
said they could not foresee an MEA like that being negotiated today, given the
current climate in terms of multilateral trade rules. There is an unseen impact here,
which is what does not happen as a result of the failure to reconcile this tension of
jurisdiction.”

76. The Government acknowledged that progress on this issue has so far been slow, but
affirmed its commitment to a clarification of the relationship between WTO and MEA
rules:”’

We strongly believe that it would be valuable to achieve an outcome which does
clarify the relationship between the WTO and MEAs and, furthermore, on the basis
that they are mutually supporting. That is not the view of all our partners including
some developed country partners, but it is certainly the UK line. There is a lack of
clarity which we believe it would be worth clarifying.”®

77. We are concerned that a lack of clarification of the legal interface between the WTO
and MEAs is leading to unnecessary uncertainty in the formulation of new, and the
application of existing, MEAs. This therefore must be addressed as part of a successful
Doha Round. As knowledge of the interactions between poverty, environmental
degradation and economic activity improves it seems increasingly likely that economic
priorities are going to have to be balanced against sustainable development priorities. For
this to occur a robust legal foundation is imperative. We therefore urge the Government
and EC to do all in their power to move forward on this issue. However, it is of utmost
importance that any agreement reached must acknowledge that MEA and WTO rules
have to be mutually supportive. If negotiations develop in such a way that MEAs look
set to become disadvantaged in comparison to the current situation, the Government
should strongly resist such a conclusion.

Is there a need for a new environment-trade body?

78. During the course of our inquiry a number of NGOs called for the introduction of a
new environment-trade body in order to address concerns that the WTO is not providing
an adequate arena within which to resolve environment-trade issues. Chatham House
stated that any such body should have three functions:

One would be the analysis of the problem... I think there is a lot more analysis and
fact finding that needs to take place on the very complex relationship between trade
liberalisation and the environment.

Secondly, the body would need to develop recommendations for policy-making, and
I am saying that very cautiously because I am not suggesting that we create a brand
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new institution that is going to make all the decisions on trade and environment. I
envisage a more realistic scenario whereby a body can make recommendations to the
more specialised agencies that relate to their competencies, so the WTO in relation to
eliminating economic and trade protectionism, and MEAs in the development of
their trade agenda that promotes their objectives. ..

The third function is dispute settlement. There will be cases where conflicts will
arise. The WTO Dispute Settlement Body, as robust and in many ways constructive
as it has been, is really there to apply WTO law. It is not there to interpret or apply
the law of other international treaties... So there is a gap; there is not yet a place
where there is a sufficient mandate or sufficient trust to resolve disputes relating to
trade and environment...”

79. Friends of the Earth conducted an analysis of this issue and found that alternative
international fora could already provide ‘real options for trade and environment
negotiations outside of the WTO and that Governments have no need to resort to the
WTO for solving disputes over WTO and environmental rules’.** They established that the
International Court of Justice (IC]) and the Permanent Court of Arbitration are likely to be
the most effective fora for dispute settlement outside of the WTO.®! In addition, on the
basis of environmental expertise, openness, and legal and political significance, the ICJ and
International Law Commission (ILC) would be most promising as bodies to formulate
objective and transparent rules by ensuring:

... that MEA provisions are not automatically subordinated under the goal of trade
liberalisation or considered legitimate only as long as they are implemented as the
least trade restrictive measure possible.*

80. We asked Government officials about their view on the establishment of a new body:

In practical terms of resolving issues that might emerge, I do not see how the creation
of a new body would help... The only thing I would say is that you would have to
then resolve the relationship between that body and the WTO disputes settlement
body, which just gives us another problem to solve along the way. So in terms of who
would have primacy to rule on whose rules, I think it is a complex solution that there
is not an easy answer to.”

81. Moves to address environment-trade issues may ultimately prove inadequate unless
the WTO can be used to ensure that sustainable development is more fully considered
in trade negotiations, and unless MEAs are able to protect the environment without the
risk of contravening WTO rules. Although we accept that the Government may be
correct in saying that a new body may create new problems, the current lack of progress
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on formulating a coherent approach to these issues within the WTO suggests that an
alternative approach may be needed. This may involve certain functions of the WTO
being transferred into other international fora such as the International Court of Justice.
We call on the Government to raise this issue with the EC and other EU Member States,
with a view to the adoption of a policy to ensure interactions between international
organisations can be made more mutually supportive.

The Doha Development Round

82. The WTO Seattle Ministerial* in 1999 was accompanied by violence on the streets as
campaigners became increasingly frustrated about the process of ‘globalisation’ and a
process of trade liberalisation which appeared to benefit developed countries and
corporations over developing countries. The Ministerial ended in disagreements between
Members and a failure to start a new round of trade talks.

83. In order to end the impasse, a reappraisal within the WTO established that trade could
deliver far more to developing countries than aid ever could, leading to the launch of the
Doha Development Round. The Doha Ministerial Declaration stated that:

. international trade can play a major role in the promotion of economic
development and the alleviation of poverty. We recognise the need for all our
peoples to benefit from the increased opportunities and welfare gains that the
multilateral trading system generates. The majority of WTO members are
developing countries. We seek to place their needs and interests at the heart of the
Work Programme adopted in this Declaration’.*

84. The Declaration was also bold in its language in reference to sustainable development,
by not only reasserting the principle extolled in the Marrakech Agreement that trade and
sustainable development can be compatible, but establishing that they must be. Paragraph
31 of the Declaration provided a mandate on environmental negotiations, to focus on
clarifying the relationship between the WTO and MEAs, improving coordination between
the WTO process and MEA secretariats and liberalisation in environmental goods and
services.

85. Despite the laudable aims expressed at the outset of the Doha Round, progress has been
slow and intermittent. Although agreement has been reached on some issues, such as the
ending of agricultural export subsidies by 2013 and a ‘development package’ for Least
Developed Countries, key issues remain unresolved.*

84 Ministerial-level conferences (Ministerials) are held every two years
85 “Doha WTO Ministerial Declaration 2001”, WT/MIN(01)/DEC/1, 14 November 2001

86 The Doha WTO trade round - Hong Kong and progress since, Standard Note SN/EP/2605, House of Commons Library,
July 2006, p2



31

86. Progress in the Round probably requires resolution of three key issues: the US must
agree to deeper cuts to domestic farm support; the EU to increased agricultural market
access; and developing countries such as Brazil and India to lower industrial tariffs.*”
Ultimately, the Doha talks were suspended on 24 July 2006 for an indefinite period, with
no clear picture of when they may restart.*

The likely environmental outcome of a completed Doha Round

87. A number of witnesses to the Sub-committee claimed that the Round is likely to have
negative consequences for environment and development objectives. Friends of the Earth
concluded that these impacts will be so severe that current negotiations should be stopped,
leading to an independent review of the entire world trade system.*

88. Chatham House stated:

Although the Doha Development Agenda (DDA) contains several references to
environment,” none of these negotiations appear to be making any progress. The
main area of contention—agriculture—is an activity that has profound implications
for the environment, and yet the environmental aspects are almost completely
ignored in that stream of negotiations... The current DDA negotiations are
imperfect in many ways and are unlikely to achieve positive results for the
environment.”

89. The EU Sustainability Impact Assessment (EU SIA) of the Doha negotiations came to a
similar conclusion with regards to the Round’s likely impact on the environment:

Global environmental impacts are expected to be negative as the volume of
international trade increases. The impacts on climate change and global biodiversity
are adverse overall, arising primarily through increased transport and pressures for
increased agricultural production in biologically sensitive areas. Local effects occur
for water, air and soil quality, water quantity, soil erosion and biodiversity, and are
particularly significant in areas of high existing stress. These adverse environmental
effects can in principle be countered by technology or regulatory measures. However,
in many developing countries, environmental regulation tends to be insufficiently
strong to counter adverse effects.”

90. The Government in its written evidence considered that it is not possible to predict
precisely the environmental impact of the Round as these would ‘depend on the measures
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adopted in the final agreement’. It accepted that there will be both negative and positive
impacts and that these would likely vary across sectors and regions. **

91. Although the Government acknowledges that there may be some negative
environmental consequences of the Round, we are surprised that it does not appear to
be more concerned. WTO Members have failed to consider adequately the
environmental impacts of the negotiations, making it likely at this stage that the legacy
of a completed Round will include a loss of biodiversity and increased greenhouse gas
emissions. We urge strongly the Government and EC to pursue aggressively a more
sustainable outcome. Failure to address these issues will give the lie to the EU and UK
Government assertions that they are at the forefront of action on climate change and
sustainable development.

Is there a lack of political will to deal with environment-trade issues?

92. Although the Doha Declaration made explicit the aim to incorporate sustainability into
the negotiations, some of our witnesses claimed that there has been a lack of political will to
translate this into meaningful action during the Round.**

93. The RSPB felt that negotiators focus very much on their national interests, to the
detriment of global priorities. It believed that this was associated with the ad hoc approach
to environmental measures in negotiations, whereby they may be used as trade-offs against
other measures. This results in a ‘demonstration of inconsistency and self-interest” in the
use of environmental measures which does not ‘foster trust or transparency’ between
Members.”> WWF asserted that while the greatest imbalances in international trade
remain, particularly in agriculture, the political will to address environmental issues will
not be forthcoming, especially amongst developing countries.”® Chatham House also
acknowledged that movement on agricultural imbalances will be part of a solution to better
engagement with developing countries.”

94. The Government rejected the assertion that there is a lack of political will, at least on
the part of developed countries, by emphasising a statement by the G8 leaders the
preceding weekend about their commitment to complete the Doha Round and therefore
achieve the environmental objectives which are a part of it. Later, following suspension of
the talks, Oxfam remarked that this commitment now ‘rings very hollow indeed’.”®

95. The Government did acknowledge that there is some difficulty in translating political
will into action.”” It went on to say that there is a gap ‘between our ambitions to ensure that
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sustainability and, particularly, environmental sustainability issues are reflected in the
focus of the negotiation and the views of some of our partners’.'®

96. The EU has displayed a lack of political will to address sustainability issues by, for
example, failing to remove agricultural market distorting measures within the EU.
Until the EU has the political will to ensure that our negotiating positions are fully
consistent with sustainable development objectives, we can not expect other WTO
Members to take these issues seriously. The UK Government and the EU must
demonstrate clear leadership on this, even when it may be against our short-term
economic interests to do so.

Agriculture

Ensuring that developing countries benefit from agriculture

97. DfID describes agriculture as having a central role in efforts to reduce global poverty
and to achieve the Millennium Development Goals."”! Promoting agricultural
development, it argues, not only benefits the poorest farmers in developing countries, but
also stimulates wider economic development outside agriculture ‘where growth and job
creation are faster and wages higher’.'*

98. DAID believes that subsidies, tariffs and non-tariff barriers in agricultural trade must be
reduced, highlighting the fact that one estimate put the benefit of removing such subsidies
to low and middle income countries at as much as $60 billion a year.'” A significant
outcome of the 2005 Hong Kong Ministerial was an agreement that agricultural export
subsidies will be ended by 2013. The UK Government had hoped for a 2010 phase out.
However, this was pushed back by the EC to tie in with the end of the current CAP reforms
and therefore does not require the EU to make any significant new commitments.'**

99. In written evidence to the Sub-committee, the Government recognised that ‘more
progress needs to be made on both the reduction of agricultural tariffs and quotas and the
levels of domestic support if the potential benefits of the DDA are to be realised’.'” We
commend the Government for pushing for more action to reduce agricultural tariffs
and quotas. Although the EU and the US have sought to address this imbalance in
international trade, they have not gone far enough. As it is widely held by WTO
Members that agriculture can help raise people out of poverty, it is very disappointing
that more has not been offered by the EU and US. A lack of movement on these key
issues has now, in part, caused the suspension of these negotiations. The UK
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Government should do its utmost to ensure that the Round does not fail in its stated
development aims, and do more to fight for the interests of the poorest people. This not
only means that the Government should work to improve the EU offer, but should also
use our special relationship to seek to ensure that the US goes much further.

100. Although more action to reduce subsidies and tariffs is required there are concerns
that, even with this, Doha negotiations have not gone far enough to ensure that the benefits
that developing countries might expect from their agricultural sectors will be guaranteed. A
report by the Carnegie Endowment for International Peace actually found that the benefits
of agricultural trade liberalisation in Doha ‘overwhelmingly’ flow to rich countries while
most developing countries suffer slight losses. These losers include many of the world’s
poorest countries including Bangladesh and Sub-Saharan Africa.'” The reasons for this
include the loss of special preference programmes, but are primarily ‘the reality that low-
productivity, small-scale subsistence farming makes up a large portion of agricultural
activity in many developing countries [the products of which] are generally not
competitive on global markets’.'”” The report went on to state that special treatment for the
agricultural sector in these countries would be required to prevent this.

101. Such concerns have galvanised the G33 group of countries to argue for special
treatment in the form of permitted exemptions for “special products” in agriculture and
“special safeguard measures” to prevent import surges to ensure food security and protect
people dependent on small-scale farming from the impact of cheap subsidised food
imports.'%®

102. A DfID policy paper recognises that there may be a case for permitting certain
countries which are least developed to implement actions to stimulate their own markets
through, for example, the provision of subsidies. It goes on to warn that these must be
temporary measures and should not be used to support farmers” incomes as they believe
this is unlikely to be affordable and may benefit larger farmers.'” One of the actions
identified in the document included to:

...ensure that international negotiations about agricultural liberalisation deal with
the transitional needs of countries facing immediate difficulties, including those that
rely upon imported food or will lose preferential market access.''

103. Friends of the Earth stressed the need for the special treatment of developing
countries. There has, however, been resistance to these proposals by the US and others:

What is really going to make a difference is whether developing countries are allowed
to restrict imports. On agriculture, that is the key issue. Of course it is also at the
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heart of negotiations at the moment because the G33 group of countries, led by the
Philippines and Indonesia, for example, are requesting that they be allowed to self-
designate any special products that they think are critical for their small farmers and
for rural developments in general. There is a real battle taking place, primarily
between the G33 and the US—which wants extensive agricultural-market-opening in
the developing world and is basically being told by its lobbies domestically that it
cannot proceed with the negotiations unless it gets that. The position that the UK
and the European Union take with respect to the G33 proposal is also very
important. I would say it is a key developmental and environmental issue.'"!

104. Concerns that developing countries will lose out as a result of the Round were also
expressed in the EU SIA, which concluded that some of the poorest countries are thought
to be adversely affected under all Doha scenarios, especially where their preferential
treatment is eroded:

The impact of preference erosion on the estimated global welfare effects, particularly
for developing countries has also been highlighted in Bouét at al (2006). The authors
find that when the full array of preferences is considered, the positive impacts of
trade liberalisation are estimated to decline, especially for the African and Caribbean
economies, whose exports largely rely on preferences (such as sugar, bananas, and
meat), whereas Sub-Saharan African countries are estimated to experience welfare
losses.'?

105. As it is now known that liberalisation in the agricultural sector may have serious
consequences for some developing countries, it is paramount that the G33 proposals to
protect developing country agriculture are taken seriously. This is needed to ensure
that the Doha Development Round can truly lead to gains for the poorest countries. We
are convinced that a level of special and differential treatment must be granted to
developing countries in agricultural products in order to prevent the most vulnerable
in these countries from being devastated by trade liberalisation. Such protection need
not go on ad infinitum, but is essential to enable developing countries to ease into the
global market. Considering the depth and longevity of protectionism that has gone on in
the West this seems reasonable, especially as this protectionism will be continuing in the
near future. The Government and EC must actively engage with the G33 proposals and
urge those resistant to it to change their stance. This could also act as an olive branch to
developing countries so that negotiations can develop in a more conciliatory tone. Failure
to do this could lead to the completion of a Round which exacerbates poverty and is
therefore likely to accelerate environmental damage. Such an outcome could be
considered a fundamental betrayal of the poorest people on Earth.
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Aid for Trade

106. The Government highlighted Aid for Trade as an important component of the
flanking measures which will be adopted to mitigate the negative consequences of trade
liberalisation in the Round. This programme:

... should aim to help developing countries, particularly LDCs'", to build the supply-
side capacity and trade-related infrastructure that they need to assist them to
implement and benefit from WTO Agreements and more broadly to expand their
trade.'"*

107. The EU SIA considers that for the Round to truly be considered a development
Round, Aid for Trade will be a necessity as the negotiations in themselves are unlikely to
benefit many developing countries as highlighted above. Indeed, the EU criticised the
Carnegie endowment report (which stressed that the Round will be overwhelmingly
negative for many developing countries) for neglecting to consider the positive
implications of the Aid for Trade programme, which will provide ‘billions in new annual
funds for infrastructure and trade capacity [which] are huge development gains above and
beyond the potential benefits of market opening’.'"> Although Aid for Trade will greatly
assist poor countries in developing their capacity for trade, this does not preclude the
need for some of the poorest countries to be able to protect their agricultural sector, or
to ease slowly into the global market.

108. How Aid for Trade will be delivered is being debated at the WTO in a number of
taskforces. The Government explained that the primary objective of Aid for Trade is to
build developing countries’ capacity to engage in trade, linked to poverty reduction and
development strategies. How the issue of sustainable development will be dealt with in Aid
for Trade will, the Government explained, ‘very much depend on how developing
countries make their requests... the UK will continue to encourage them to frame those in

a way which reflects sustainable development objectives’.!'®

109. Initial recommendations on Aid for Trade were published on 27 July 2006 by the
WTO Aid for Trade Task Force. The recommendations include that such aid should be
guided by the Paris Declaration on Aid Effectiveness, and that it should take full account of
sustainable development goals. The Paris Declaration includes a commitment to the
application of environmental assessments as well as the strengthening of environmental
capacity.'” DfID has stated that these recommendations are ‘broadly in line’ with the UK
position."®
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110. We welcome the statement in the Aid for Trade recommendations that it should
take full account of sustainable development goals. However we are concerned that
there is little in the way of specific examples of how the programme will indeed be made
sustainable. The EC and UK Government should make strongly the case for the
inclusion of a specific commitment to the strengthening of domestic capacity in
environmental analysis, regulation and enforcement in developing countries. This is
required to help avoid environmental degradation being an outcome of the
programme.

Consideration of the environment in agricultural negotiations

111. Although there are potential benefits in terms of poverty reduction from international
trade in agricultural products, there are also likely to be negative environmental impacts.
The EU SIA anticipated that these impacts may include deforestation, increased use of
agrochemicals and increased greenhouse gas emissions from transport.'*

112. A number of witnesses raised concerns about the lack of consideration of these
environmental impacts in agricultural negotiations:

Of all trade areas, agricultural trade has the most far-reaching impacts in terms of
habitat destruction worldwide, due to the widespread changes in land use that it
provokes. Yet, agricultural trade negotiations are taking place in the absence of any
consideration of environmental sustainability... For example, no holistic assessment
has been made by negotiators of the likely impact of changes on the global
environment, even though they will be significant.'*

113. Chatham House agreed that the environmental aspects of agriculture ‘are almost
completely ignored in that stream of negotiations’, and recognised that many developing
country negotiators remain deeply suspicious of demands to include environmental issues
in the DDA negotiations, ‘out of fears that environmental provisions will be used as cover
for protectionist trade policy’. '*!

114. Although the Government told us that it is often other WTO members who are less
engaged with sustainability issues'*, there is evidence that there is a lack of consideration
of the environmental impact of increased agricultural production within the Government
itself. The DfID policy paper Growth and poverty reduction: the role of agriculture
recognises as one of its guiding principles for agriculture development strategies, the need
to ‘ensure the sustainable use of the main productive resources such as land and water and
minimise any adverse impact of increasing productivity on the environment’.'” The paper
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recognises that sustainability is ‘fundamental to achieving future growth in agriculture’ and
that a lack of sustainability is already beginning to lead to a compromise in agricultural
performance in some areas. '**

115. Although the paper recognises the importance of sustainability, it neglects to include
details on how agricultural development projects will be made sustainable. It simply
provides a general assertion that they will support developing countries to ‘ensure that
agricultural development strategies provide incentives for the sustainable use of natural

resources and environmental services’.!*

116. The implementation of many of the recommendations throughout this report will go
some way to ensure that agricultural negotiations take better account of the environment,
but it is also essential that relevant MEA secretariats are granted observer status on the
WTO Agriculture Committee. MEA secretariats must also be able to contribute
effectively to the negotiations, to ensure more effective consideration of the
environment in its deliberations.

117. Seeking to integrate environmental concerns more fully into WTO agricultural
negotiations will seem like hypocrisy if we do not fully integrate this issue into all UK
policies. The fact that policy documents are still produced by UK Government
departments which fail adequately to account for the environment makes it harder to
argue a case for more sustainable practices in the WTO. It also raises questions as to the
Government’s commitment to sustainable development in practice.

Climate change

118. Along with a lack of consideration of other environmental issues in agricultural
negotiations, some witnesses also raised concerns that negotiations have failed to consider
the potential increase in greenhouse gas emissions. The RSPB said that this is made more
complex, particularly for agricultural products, which are perceived to be a way of lifting
people out of poverty. The charity argued that, ‘rather than seeking magic formulae or
ideologically-based solutions, we should see these complex factors as an area requiring
urgent action as an integral part of the trade equation—something on which trade
negotiators cannot turn their backs’.'*

119. As outlined earlier, the EU SIA found that one of the major negative impacts of the
Doha Round and trade liberalisation will be increased greenhouse gas emissions from an
increase in transport. The Government pointed out the complicated nature of this issue,
and that changes under liberalisation may not necessarily lead to increases in emissions:

One of the examples would be the ending of export subsidies which sees food being
exported from the EU to other countries due to a subsidy programme that is in place.
The removal of that subsidy programme is widely expected to reduce EU production
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and, therefore, will reduce the amount that is being exported. I think we also need to
be clear about the number of food miles that may be being travelled. Regional
markets are obviously very important as well as local markets. A lot of some of the
highest tariffs do exist between neighbouring countries as opposed to between the
EU and some of the developing countries. So regional markets are important; they
are an important way of driving up prosperity in terms of increasing trade. It is not
just about importing into the EU markets or, indeed, any other developed country
markets.'”’

120. A DEFRA official pointed out that they have looked at the issue of food miles and
have found that often the contribution global transport of food makes to greenhouse gas
emissions could be quite small in comparison to the amount generated by people driving
to supermarkets.”® Nevertheless, they stated, ‘that is not to say that changes in food and
agricultural policies do not have impacts on climate change factors’.'*

121. DEFRA’s Food Industry Sustainability Strategy provided information on the issue of
food miles. It found that they are a ‘significant source’ of CO, emissions, giving rise to
around 20 million tonnes of CO, in 2002, half of which were emitted overseas. This equates
to roughly 1.8% of total UK annual CO, emissions.* It also found that food air miles have
the highest relative CO, emissions, are the fastest growing mode of transport and account
for roughly 10% of food miles CO, equivalent emissions."””! Because of these emissions, a
report undertaken by Transport 2000 concluded that a lower carbon food system would
include features such as the use of seasonal or indigenous produce in preference to non-
indigenous foods or foods imported out of season."”* Such characteristics are counter to an
increased global trade in food products. Pascal Lamy called for such emissions to be better
accounted for:

Of course the transportation of goods involves the consumption of energy, whether
in the course of maritime, road, or air transport. It is vital for countries to internalize
the negative environmental externalities that arise in the course of this process. The
harm done to the environment must begin to feature as a “cost” in international
trade transactions.'**

122. Ronnie Hall from Friends of the Earth stressed that her organisation is opposed to an
export-led model of agriculture due to the ‘immense problems it is causing subsistence
farmers in exporting countries’. She went on:

. we think there is a real win-win opportunity here, in terms of supporting
subsistence farming and reducing food miles by buying food locally in countries
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around the world. We very much support the general call for food sovereignty in
different countries.**

123. Tom Crompton from WWEFE felt that a balance may be struck which would allow the
poorest developing countries to continue to export goods where this could be shown to
have benefits for poverty eradication, even where greenhouse gases will be emitted. He
stressed that this issue is unlikely to be dealt with in the short term until greater confidence
has been built, particularly on behalf of developing countries, that developed countries are
serious at tackling the issue of climate change and are willing to undertake actions that may
be against their own short-term economic interest."”> He also stressed that redressing the
current imbalances in agricultural trade will be required before any dialogue could be
hoped to start to address this challenge.

124. This is a complicated issue which requires concerted analysis, as it may ultimately
involve the balancing of environmental concerns against developmental concerns. It
should not be forgotten that climate change is anticipated disproportionately to effect
developing countries, so this should be a major concern to them. The Working Group on
Climate Change and Development warned in its report Up in Smoke, that climate change
may make it difficult to reach Millennium Development Goals, and may even reverse
existing development achievements.”’* In the short-term, dealing with the question of
food miles and the impact of increased global trade on climate change is too thorny an
issue for the WTO. The Government should act to remove the most egregious of
imbalances in the international trade regime as part of a longer process to start dealing
with climate change through the WTO.

125. As other Members of the WTO are unwilling to deal with climate change in the
short-term, and given its pressing nature, the UK Government and the EU must
themselves do much more to tackle emissions from international transport. In line with
our previous reports'*’ we recommend that transport emissions be better accounted for
through, for example, taxation of aircraft fuel, the robust inclusion of aviation in the
EU emissions trading scheme and the reduction of emissions from shipping at
European ports. The Government should also explore the potential to help tackle this
issue through consumer awareness programmes linked to labelling of country of
origin. Eventually we consider it necessary to ensure that all the external costs of
products are internalised in their final price.

Environmental Goods and Services

126. Paragraph 31 of the Doha Declaration mandated negotiations on the liberalisation in
trade of environmental goods and services (EGS). There is no clear definition of what
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could constitute an EGS, but they may include products and services that could either
prevent or limit pollution, or contribute to the clean-up of pollution. Some WTO Members
have also argued for the inclusion of goods on the basis of more environmentally friendly
production methods. Pascal Lamy outlined the environmental benefits that EGS
liberalisation could have:

Examples of the environmental goods that have been proposed are wind turbines,
solar panels, geothermal energy sensors, fuel cells, and electricity meters. Lowering
barriers to trade in renewable energy could reduce its price, making it a more viable
alternative to the more polluting fuels. Environmental services, such as consultancy
services, have also featured in some of the services offers that WTO members have
tabled. Such consultancy services in the energy sector could help countries boost
their energy efficiency.

... In many of the developing countries that have experienced strong economic
growth in the past few years, emissions have also risen; in some instances by up to
75%. In the US, the EU and Japan the transport sector has seen the fastest growth in
greenhouse gas emissions, with emissions from international aviation growing far
more rapidly than other transport sectors. Greater access to environmental goods
and services can help combat these emissions, which pose both a health and an
environmental challenge to all of us."*

127. Environmental NGOs expressed doubts to us as to how useful liberalisation in EGS
would prove. Much of this concern stems from a lack of a specific definition of an EGS,
and whether any final definition would, or could, ensure an environmentally beneficial
outcome. NGOs have also been concerned about the EU’s preferred approach to EGS The
RSPB argued that this approach is inflexible and will fail to address the ‘nuances that exist
in goods’."”* WWF also argued that it would be difficult to designate a good or service as
environmental, as any benefits would depend on the context in which it was used:

For example, if you put in something to clean pollutants in pipe in a paper pulp
factory, the impact that has on the environment may in some circumstances be
positive because you evade the pollution of the watercourse. If that in turn leads to
more unsustainable deforestation to feed the paper pulp factory, then it is clearly
contributing to the environmental problem. There are many examples of that type of
context specificity.'*

128. The CBI argued that it also does not support the current approach as they believe it to
be ‘impractical and impossible to administer’ and that it would place an undue burden on
customs authorities."*! It stressed that its opposition to the list approach is due to perceived
practical difficulties, rather than the principle of liberalising trade in such goods.'*> The CBI

138 “Lamy highlights environment dimension of the trade talks”, WTO, 10 May 2006, www.wto.org
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pointed out to us that there is already a successful list approach for pharmaceutical
products and the ingredients used in pharmaceutical products, which are subject to zero-
rated duty:

There is a distinct tariff code for pharmaceutical ingredients, so it is relatively easy to
say, “Yes, those ingredients only go to pharmaceuticals”. Customs officers do not
have an issue in terms of what the chemicals may go into because they are just used
for pharmaceuticals. We do not have a problem with the list system if it is run in a

very transparent way.'*’

129. The ICC warned that the proposals should not be dismissed out of hand as they
believe it is common sense that it should be possible to identify a long list of environmental
goods and services that would provide considerable environmental benefits.'** WWF itself
has highlighted the benefits of liberalising trade in energy efficient products:

Some Chinese producers of white goods produce energy efficient goods for which
they do not have full access to the European markets because of tariff access
restrictions to the EU. Here would be an example where the EU could take a step
which demonstrated the importance that it attached to using trade rules in order to
promote, in this case, the emergence of more sustainable business in China, which is
in all our interests.'**

130. There is concern from developing countries about the impact that liberalisation in
EGS will have. These concerns have been compounded by the lack of EGS included in lists
which are of interest to developing countries. This has led some countries to support an
approach based on identifying goods and services which are to be inputs to specific
environmental projects. '

131. The Government stressed its support for the European Commission in taking forward
its negotiations on an EGS list approach, but acknowledged that negotiations have not
made much progress. It raised concerns that the project-based approach put forward by
developing countries may increase the risk of corruption. It also highlighted that developed
countries seem to have been responding to some developing countries’ concerns about the

goods listed, but that there is a long way to go in reaching a solution.'*’

132. We believe that in the short term there is a case for the liberalisation of
environmental goods and services, although we are sceptical as to the extent to which
any agreed list produced could be considered sustainable. Key to this whole debate is
ensuring that the goods and services listed are relevant to developing countries. There
may also need to be flanking measures adopted so that developing countries will not be
negatively affected. Nevertheless, the fact that this issue is being dealt with in the WTO is a
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positive sign that there is, at least, an acknowledgement that trade could be harnessed to
deliver environmental benefits. Ultimately we feel that there must be a much tighter
linkage between trade policy and sustainable development. The Government should
initiate a debate on whether it would be possible to develop a more sustainable global
trade system. This could focus on the formulation of sustainability indicators by which
to classify different products or services. Classifications could then be used to lead more
sustainable trade through labelling schemes or more directly through tariffs on the
basis of sustainability. We accept that these issues are challenging, but the Government
must start to look for more long term solutions to environment-trade problems.

EU policy and trade

The EU Sustainable Development Strategy

133. The EU issued a revised Sustainable Development Strategy (SDS) on 16 June 2006,
following concerns that there had been failings in the original strategy.'*® The UK
Government criticised the original SDS for failing to adequately consider the impacts of
EU policies:

A revised EU SDS must give sufficient consideration to the external impacts of EU
policies, particularly on developing countries, addressing both how the EU can help
developing countries achieve sustainable development and how it should work with
the international community to meet agreed objectives including the Millennium
Development Goals (MDGs) and WSSD targets and commitments. The global
objectives agreed by the Development Council should be more explicitly
incorporated into the EU SDS and endorsed at Heads level. However, global issues
should not simply be bolted on to the strategy, but be more effectively mainstreamed
into one integrated set of objectives, shared by all relevant Council formations.'*’

134. The revised strategy has as one of its key objectives to ‘actively promote sustainable
development worldwide and ensure that the European Union’s internal and external
policies are consistent with global sustainable development and its international
commitments’.”*® The SDS also includes as an objective significant progress on reaching
agreement on the Doha Development Agenda as well as promoting sustainable
development in accordance with the Marrakech Agreement:*!

The Commission and Member States will increase efforts to make globalisation work
for sustainable development by stepping up efforts to see that international trade and
investment are used as a tool to achieve genuine global sustainable development. In

148 "Sustainable Development Strategy”, EurActiv, 21 September 2006, www.euractive.com

149 Department for the Environment, Food and Rural Affairs, Review of the EU Sustainable Development Strategy — UK
conclusions and recommendations, 2005, p6

150 Review of the EU Sustainable Development Strategy (EU SDS) — Renewed Strategy, Council 10117/06, p4
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this context, the EU should be working together with its trading partners to improve
environmental and social standards and should use the full potential of trade or
cooperation agreements at regional or bilateral level to this end."*

135.In oral evidence WWF raised concerns that this commitment to sustainable
development was not fully translating into meaningful EU action in the WTO."** This was
echoed by the RSPB which believes that the EU is failing to incorporate the environmental
consequences of liberalisation fully into its negotiating position.”** Friends of the Earth
gave a more mixed view on the basis that its concerns about the liberalisation of natural
resources had been accepted by the EU. The EU said that this stance was taken as a result
of evidence from its sustainability impact assessments which concluded that liberalisation
in these sectors could exacerbate environmental problems.'*> The fact that the EU has
adopted a stance against the liberalisation of natural resources in order to avoid
negative environmental impacts is very positive and we commend the UK Government
and EU for this.

136. Nevertheless, Friends of the Earth stated that some policies with major environmental
impacts are still being pursued by the EU, such as the elimination of export taxes from
developing countries. The NGO believes that there is a ‘certain lack of consistency in its
positioning’."** The Government told us that they will ‘do what they can’ to ensure that the
revised SDS commitments to the principles of sustainable development in all EU policies
are met, including in trade policy."”’

137. We are heartened that the revised EU Sustainable Development Strategy includes a
commitment to incorporate the principles of sustainable development into its
international trade policy, and that international trade will be used as a tool for achieving
global sustainable development. It is essential that these do not become empty words and
that they are actually translated into concrete action.

138. We fear that there is still a lack of consideration of sustainable development issues
in some EU negotiating positions and call on the Government and EU to urgently
reassess our positions to ensure that they are fully compatible with the revised
Sustainable Development Strategy. Ensuring that all EU external policies promote global
sustainable development demonstrates to developing countries that environmental and
developmental considerations are being considered at the heart of our work, rather than as
an afterthought or as a protectionist measure. This should ultimately help better integrate
these issues into the WTO.

152 ibid, p21
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139. The RSPB told us that where EU negotiation stances are thought to have serious
negative impacts there has been a lack of emphasis on the need to adopt appropriate
flanking measures to offset them. The charity also stressed the need for an ex post
evaluation of any flanking measures which may be adopted in order to assess their
efficacy.”®

140. We reluctantly accept that there will be occasions when the economic or
development benefits of a policy will mean that it is adopted, even where there will be
negative environmental impacts. It is therefore imperative that adequate emphasis is
placed on the need to adopt flanking measures to mitigate negative environmental
impacts. Indeed, without the use of effective flanking measures, it is unlikely that trade
liberalisation can be sustainable. The significance of such measures makes it extremely
important that their effectiveness is evaluated following adoption.

European Union Sustainability Impact Assessments

141. The EU undertakes Sustainability Impact Assessments (EU SIA) of major trade
negotiations to ‘identify the economic, social and environmental impacts of any given trade
agreement’.'” These assessments are used to better integrate sustainability into trade
policy, as well as provide information on the potential for adopting flanking or
accompanying measures to reduce any negative impacts.'® The final global EU SIA for the
Doha negotiations was published in July 2006. It described the overall environmental
impact of the Round as ‘negative’.'s!

142. Witnesses were generally positive about the use of SIAs. However, some argued that
EC negotiators have not been taking adequate account of the analysis. The RSPB stated
that when it asked the Directorate General on Trade why the results were not being taken
to the negotiating table it did not get a clear answer ‘they just said the fact that these studies
keep on showing up the same results is having a trickling effect on negotiators which are
becoming more aware of the consequences of unmanaged trade liberalisation’.'** Friends of
the Earth accused the European Commission of failing to adequately change its negotiating
position in relation to the SIA’s findings. Rather, they went on, the studies are used to
simply establish mitigating or flanking measures afterwards which have not necessarily
been proven to work.'®> RSPB felt that there is a lack of political will at the top of the EU to

take the results of the SIA into account.'**
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143. The Government accepted that not enough is being done to ensure a link between the
SIAs and the negotiating positions and, it believed, the Commission would agree that this
is the case. It argued that the Commission is very aware of this issue and that ‘they are
working to try and improve that process’.'®® However, they did reject the criticism that the
SIA has not been influencing the negotiations. It agreed that flanking measures are often
used to mitigate negative impacts, but that this is an important tool because there are often
both positive and negative impacts from trade liberalisation.'®

144. We greatly welcome the use of SIAs in trade negotiations. Nevertheless we are
concerned that its full findings are not being incorporated into our negotiating
positions. Given that the EU SIA anticipates that the outcome of Doha will be negative
for the global environment, and will have variable social benefits, the EU could fail in
its commitments to more sustainable trade. Recognising that trade negotiations on the
scale of Doha occur rarely it is paramount that the principles established in the
Sustainable Development Strategy, and the recommendations highlighted in the SIA,
are brought into Doha to ensure a more sustainable outcome. This may involve a
change of negotiating stances where possible, such as on agricultural subsidies, or the
full implementation of an effective range of flanking measures to offset any negative
impacts.

145. WWF and RSPB claimed that our negotiators have found it difficult to engage with
other members over the issues raised in the SIAs, partly due to the way in which the
assessments were conducted. They argued that increasing the involvement of the EU’s
trading partners in the process would provide joint ownership of the assessments, thereby
improving the chances of a convergence of views on issues raised in the assessment.'”’
Failure to fully involve trading partners in this process will undermine confidence that the
EU is taking steps to seriously address sustainable development challenges, rather than
simply using environmental measures as protectionism. The Government stressed that the
SIA process is new and that the Commission has been looking at ways to improve the link
between the SIA and the negotiating positions, as well as other issues.'*®

146. We are concerned that in what could have been the end stages of the Doha Round,
the EU’s primary method for ensuring that trade agreements will be sustainable, SIAs,
could be described as a work in progress. It is of utmost importance that our trade
policies are sustainable and we therefore urge the Government to ensure that the
effectiveness of the SIA process is fit for purpose by calling for its complete
reassessment. This should focus on, inter alia; the better incorporation of findings into
negotiating positions including a commitment to reject liberalisation where it can be
shown to have serious negative consequences; greater involvement of trade partners in
formulating SIA; the identification of effective flanking measures and an ex post evaluation
of flanking measures adopted.
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Bilateral and regional trade agreements

147. In addition to WTO negotiations, the EU also deals with third parties through an
extensive system of bilateral and regional trade agreements.'® Due to greater flexibility in
bilateral negotiations, such agreements can act as a ‘breeding ground’ for pioneering
solutions to environment-trade problems where the WTO has made limited progress.
Internationally, bilateral agreements have also acted as an important foundation for
international cooperation on environmental and development issues.'”

148. Nevertheless, there are some major concerns about a rapid proliferation of such
agreements, not least because developing countries have less negotiating power in such
situations than they do in multilateral negotiations.'”! As Pascal Lamy told the
International Development Committee, ‘if you are a developing country, if you are poor, if
you are weak, if you are small, getting a bit of the EU market or the US market or of the
potential Chinese market is so important for you that you will concede things you would
not concede around a multilateral table’.'”* Oxfam fears that following the suspension of
the Doha Round, the EU and US will turn to bilateral and regional agreements as a means
to gain market access, and to impose intellectual property and investment rules, which are
disadvantageous to developing countries.'”?

149. In evidence to us WWF anticipated that in the short-term, action to address
environment-trade problems will not proceed significantly in the fraught WTO
negotiations. It therefore believes that bilateral agreements may be a way in which to move
the environment-trade agenda forward by establishing useful precedents.'”* Doing this
should also help to ‘substantiate some of [the EU’s] assertions on the part of the
importance it gives to sustainable development’.'” WWEF went on to say that the EU has
yet to demonstrate the political leadership required to fully utilise bilateral agreements in
this way.'”¢

150. Although we are concerned about a shift of emphasis onto bilateral and regional
trade agreements from the WTO and the multilateral trading system, we do believe that
these provide a unique opportunity for the UK Government and EU to demonstrate its
commitment to sustainable development, particularly in the short term. We should
pursue innovative agreements that seek to address global environmental challenges
through trade, such as free trade in energy efficient goods.

169 Bilateral trade agreements are agreements between two political entities. Regional trade agreements are between
a group of political entities.
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Conclusion

151. Should agreement be reached on the Doha Round, we believe that the WTO, and
the international trade system itself, will be ripe for an urgent reassessment with
regards to its interaction with the environment and sustainable development. The
current system must be improved to make it better equipped to deal with the wide-
ranging environmental and development consequences of international trade.

152. The Government and the EC should now focus its efforts on getting the Doha
Round restarted, with the ultimate goal being to achieve a pro-poor, environmentally
sustainable, conclusion. Anything less than this will mean that the developed world will
have reneged on its commitment to making international trade work for, and not
against, those people who need it most.



49

Formal minutes

Tuesday 07 November 2006

Members present:

Mr Martin Caton Mr Graham Stuart
Mr David Chaytor Dr Desmond Turner
Mr David Howarth Joan Walley

In the absence of the Chairman, Joan Walley was called to the Chair.
The Committee deliberated.

Draft Report (Outflanked: The World Trade Organisation, International Trade and
Sustainable Development), proposed by the Chairman, brought up and read.

Ordered, That the Chairman’s draft Report be read a second time, paragraph by paragraph.
Paragraphs 1 to 152 read and agreed to.
Resolved, That the Report be the Eleventh Report of the Committee to the House.

Ordered, That the Appendices to the minutes of Evidence taken before the Committee be
reported to House.

Ordered, That the Chairman do make the Report to the House.

The Committee further deliberated.

[Adjourned till Tuesday 21* November 2006 at 10am
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Oral evidence

Taken before the Environmental Audit Committee
(Environmental Audit Sub Committee)

on Thursday 6 July 2006
Members present:

Mr Martin Caton Mr Edward Vaizey
Colin Challen

In the absence of the Chairman, Colin Challen was called to the Chair

Memorandum submitted by Friends of the Earth
SECTION 1: WTO, NATURAL RESOURCES, POVERTY AND LIVELIHOODS

1.1 Ecosystem degradation can be the principal factor causing poverty

1.1.1 It is increasingly recognized, including at the intergovernmental level, that access to natural
resources is a key aspect of both avoiding and escaping poverty. The UN Millennium Ecosystem
Assessment, for example, states that “the degradation of ecosystem services is harming many of the world’s
poorest people and is sometimes the principal factor causing poverty”. It also argues that “The world’s poor
depend disproportionately on ecosystem services to provide for their systems of small-scale agriculture,
grazing, harvesting, hunting and fishing. Without access to infrastructure providing safe drinking water,
electricity, fuel and transportation, poor people rely on natural sources of clean air and water, fertile soil,
renewable energy and biodiversity to meet their needs.”!

1.1.2 The Wealth of the Poor: Managing Ecosystems to Fight Poverty, a recent report from the World
Resources Institute, the World Bank, the United Nations Environment Program and the United Nations
Development Program, also argues that natural resources represent a route out of poverty for the
impoverished: “three-fourths of them live in rural areas; their environment is all they can depend on.
Environmental resources are absolutely essential, rather than incidental, if we are to have any hope of
meeting our goals of poverty reduction.”

1.1.3 Forests and livelihoods

In addition, the Food and Agriculture Organization (FAO) published a research report on the links
between trade and sustainable forest management in 2004. It found that, “In many developing countries,
domestic forest products trade is important for economic development and the livelihoods of rural
communities, even if it may appear to contribute relatively little to gross national product.”® According to
FAO, “more than 350 million people living in, or next to dense forests rely on them for subsistence or
income”. Sixty million indigenous people are almost wholly dependent on forests. A further 13 million
people are employed in the formal forestry sector.*

1.1.4 Fisheries and livelihoods

The fishing industry provides livelihoods and essential nutrition for millions of people across the globe.
Fish accounts for over 15% of animal protein intake globally, and is an important factor in national food
security for many developing countries.’ Furthermore, developing countries provide 70% of all of the fish
consumed by people worldwide, although most of it is channelled to wealthy nations.® 38 million people are
employed in small-scale artisanal fishing around the world and they are responsible for 45% of global fish
production.” These small-scale fishermen and women are overwhelmingly poor.

U Ecosystems and human well-being: synthesis. Millennium Ecosystem Assessment, Washington DC, Island Press, 2005.

2 Report Series: World Resources 2005—The Wealth of the Poor: Managing ecosystems to fight poverty, New York. United
Nations Development Program, United Nations Environment Program, The World Bank, World Resources Institute, 2005.
See http://population.wri.org/worldresources2005-pub-4073.html

See www.fao.org/documents/show_cdr.asp?url_file=/docrep/008/y5918e/y5918¢02.htm

See http://www.fao.org/forestry/foris/webview/forestry2/index.jsp?siteld = 5361 &sitetreeld =20188&langld = 1&geold =0
Food and Agriculture Organization Fisheries Department (2004), The State of World Fisheries and Aquaculture, Rome.
Ibid.

Managing Artisanal Fisheries, Sebastian Mathew, International Collective in Support of Fishworkers. See www.icsf.net/jsp/
english/presentations/presentationDocs/1117619186883
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1.1.5 Proposals to eliminate tariffs on fish and fish products could have serious negative impacts on fish
stocks if accepted. Almost 70% of tradable fish is still obtained from wild harvest, which already places
extreme pressure on the oceans’ resources. The proposed tariff reductions in the NAMA negotiations will
increase incentives to fish internationally, especially with large commercial trawlers, in turn fuelling further
exploitation. Artisanal fisheries are more rational and equitable than industrial fishing fleets in their
exploitation of fish resources. The cumulative loss of artisanal ecological knowledge will seriously
undermine the appropriate management of fish resources.®

1.1.6 With respect to fisheries, local fishers and poor fishing communities would increasingly suffer the
impact of dying seas, as large commercial fleets take many of the highest quality fish. If coastal nations with
strong domestic markets such as Ghana and Cameroon are forced to lower tariffs under liberalization, the
likelihood exists that imports will be forced upon them, undermining local fishing industries and food
security.

1.2 Ecosystems are already severely degraded

1.2.1 Natural resources are already in a severely depleted state. About one quarter of the land area of
the world—or 3.7 billion hectares—is covered by natural forests, for example. Existing forests are already
diminishing fast. Over 56,000 square miles of natural forest are lost each year. 57% of the world’s forests,
including most tropical forests, are located in developing countries and more than 50% of the world’s
terrestrial species are found in tropical forests.” Primary forests—that is forests with no visible signs of past
or present human activities—account for 36% of total forest area, but are being lost or modified at a rate
of six million hectares a year through deforestation or selective logging.'®

1.2.2 Fishing stocks are being depleted globally due to increased fishing by fleets from industrialized
countries, some of which have commercial agreements with developing countries to fish in their waters.
Although fish capture from the wild has stagnated in the past 10 years, even decreasing in the last recorded
years (2001-02), the world’s supply of fish is nearly exhausted with over 70% of wild fish stocks fully
exploited, overexploited, or depleted, Any additional overfishing—which could be triggered through trade
liberalization agreements—is likely to cause species to become commercially extinct and seriously hinder
the process of their regeneration.

1.2.3 The UN Millennium Ecosystem Assessment states that “over the past 50 years, humans have
changed ecosystems more rapidly and extensively than in any comparable period of time in human history,
largely to meet rapidly growing demands for food, fresh water, timber, fiber and fuel. This has resulted in
a substantial and largely irreversible loss in the diversity of life on Earth. In addition, approximately 60%
(15 out of 24) of the ecosystem services it examined are being degraded or used unsustainably, including
fresh water, capture fisheries, air and water purification, and the regulation of regional and local climate,
natural hazards, and pests.”!!

1.3 Natural resources prioritized for liberalization in the WTO

1.3.1 Despite increasing governmental and intergovernmental concern about the declining state of the
global environment (as outlined above), and the impact that this ecosystems degradation will have on the
world’s poorest, some governments are focusing on the complete liberalization of natural resources within
the WTO’s Non-agricultural Market Access (NAMA) negotiations.

1.3.2 Aiming for complete liberalization

The following sectors have all been proposed, by groups of countries, for a “sectoral” approach, with a
view to complete liberalization. If agreed, this means that these sectors would be opened up more sharply
and rapidly than other non-agricultural sectors also included in the NAMA negotiations:

— Forest Products, proposed by Canada, Hong Kong China, New Zealand, Thailand and the United
States (WTO paper TN/MA/W/64, 18 October 2005).

— Fish and Fish Products, proposed by Canada, Iceland, New Zealand, Norway, Singapore and
Thailand, (WTO paper TN/MA/W/63, 18 October 2005).

— Gems and Jewellery, proposed by Hong Kong China, Japan, Taiwan, Singapore, Thailand and
the United States (WTO paper TN/MA/W/61, 21 September 2005).

— Primary aluminium, proposed by the United Arab Emirates (this paper also contains a proposal
to table all raw materials for sectoral tariff elimination) (WTO paper TN/MA/W/37/Add.1, 28
May 2004).

8 Source: Research from Friends of the Earth US due to be published shortly.
9 See http://www.worldwildlife.org/forests/basic/facts.cfm

10 See http://www.fao.org/mewsroom/en/news/2005/1000127/index.html

11 See http://www.millenniumassessment.org/en/global.condition.aspx
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— Ores, oil and copper products, also proposed by the United Arab Emirates (WTO paper TN/MA/
W/37/Add.2, 28 May 2004).

1.3.3 Partial liberalisation

In addition, all natural resources are also included under the “formula-based” aspects of the NAMA
negotiations. In other words, once a formula has been agreed it will be applied to all sectors, including
natural resources. A low level of tariff lines (possibly between 5 and 10%) may be exempted but this is most
unlikely to be sufficient to allow for the protection of natural resources, especially in countries dependent
upon high levels of natural resource exports. It could also increase domestic tensions in countries as different
sectors demand protection.

1.3.4 The WTO’s negotiations on the General Agreement on Trade in Services (GATS) are also relevant
to natural resources, because they currently include proposals to open markets in various countries in a wide
range of relevant sectors including energy (its extraction, generation, production and transportation),
transport, water, travel and tourism, construction and park management (see below), all of which could
clearly impact on biodiversity and access to water resources if commerce in these service areas increases.
Negotiations to establish a horizontal mechanism regulating domestic standards (akin to the Technical
Barriers to Trade (TBT) Agreement on goods) could also place serious constraints on the rights of
governments and citizens to regulate to protect the environment and people at the national level, and their
ability to control the activities of transnational service corporations (see below).

1.3.5 GATS incorporates health, education, water and education services, which are publicly run in many
countries. Evidence shows that liberalization and privatization in these sectors is likely to result in higher
costs for essential public services, such as water, energy, sanitation and transportation, which will again
impact most heavily on the poorest communities. For example, when electricity was privatized in Colombia,
and Spanish corporations Endosa and Union Endosa took over, prices for some people rose 500% above
the initial average price. Similarly, water prices in Cochabamba, Bolivia, increased by 100-200% for some
people following privatization, resulting in public protests, strikes and marches in April 2000 and leading
to the termination of Bolivia’s contract with water company Bechtel.

1.4 Trade liberalization could aggravate damage to ecosystems

1.4.1 Within the WTO little attention seems to be paid to the potential environmental and social impacts
of the liberalization of natural resources. The WTO’s Committee on Trade and Environment (CTE) is
officially mandated, in paragraph 51 of the Doha Declaration, to “act as a forum to identify and debate
developmental and environmental aspects of the negotiations, in order to help achieve the objective of
having sustainable development appropriately reflected”. It has not done this. The only way in which the
CTE has engaged with the NAMA negotiations, for example, is to discuss the issue of whether there should
or should not be a list of environmental goods sectors to liberalize. It has not addressed the issue of natural
resources liberalization. Furthermore, Pascal Lamy, Director General of the WTO, confirmed that
multilateral sustainability impacts assessments are a “very tricky area” in the WTO and must remain “a
national tool”.1?

1.4.2 The positions of Japan and Korea on forests and fisheries

However, a few countries have taken account of the potential impacts on the environment and the
livelihoods of those dependent upon natural resources and have taken positions ostensibly based on these
concerns (although it must be said that there may also be associated trade advantages for them). These
include Japan and South Korea. Japan has opposed the sectoral negotiations on forests and fisheries, and
Korea has taken a similar position in relation to fisheries. Japan has this to say:

“A zero-for-zero approach in the fishery sector should not be pursued since it will abolish all tariffs
regardless of the level of fishery resources, the management status and the importance of fisheries
and fishing communities in each country. It will also add an extra pressure to the resources through
inducing catches beyond the renewable capacity of resources, thereby impeding sustainable
development of fisheries.”

“Japan does not support the idea to call for further sector-specific tariff reductions in the forest
products sector, including zero-for-zero and harmonization, in addition to the general tariff
reduction formula, since it ignores the conditions and the management of forests in each country,
seriously impedes the promotion of sustainable forest management, and does not represent the
position of importing countries.”!?

12 In response to a question, meeting with civil society groups, 17 October 2005.
13 TN/MA/W/15/Add.1
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1.4.3 The position of the European Union on forests, fisheries and other resources

The sectoral negotiations on natural resources are not supported by the European Union either. A
number of sustainability impact assessments (SIAs) commissioned by the European Commission, indicate
that trade liberalization could indeed have some serious negative impacts on natural resources and
livelihood: “The sectoral SIAs for agriculture, forests and fisheries have all identified significant adverse
environmental trends that may be exacerbated by the trade liberalisation scenario, unless countered by
appropriate mitigating policies.”!*

1.4.4 The EC’s “Global Overview” SIA states that “Due to prevalent tariff escalation in many developed
countries and especially in developing countries, full trade liberalization would lead to increased production
and trade in selected countries and products.” Furthermore, the forest products SIA demonstrates that there
are likely to be significant and irreversible impacts on forests and biodiversity in “biodiversity hotspot”
countries such as Brazil, Indonesia, countries in the Congo Basin and Papua New Guinea. In addition,
countries that currently protect their forest industries using trade measures can expect those industries to
shrink and possibly collapse.'

1.4.5 Asaresult of these SIAs, the EU’s position changed shortly before the Hong Kong Ministerial, and
is now as described on the EC’s External Trade website: “The EU is not pushing for an extra sector by sector
effort to liberalise trade in natural resources such as fish, forestry and mining. An independent sustainability
assessment for forestry carried out for the EU shows that existing problems of forest governance could be
exacerbated by far-reaching trade liberalisation where this is not accompanied by complementary measures
to improve forest management.”!6

1.4.6 Maintaining and strengthening the EU position

It is critical that the EU maintains this position even if there is internal dissent from forest product
exporting countries. In any internal European debate the UK should strive to ensure this position is
maintained and indeed strengthened: natural resources should be entirely exempted from both the full and
partial liberalization scenarios.

1.4.7 Furthermore, both the UK and EU trade negotiating teams are in an excellent position to ensure
that the sectoral negotiations on natural resources are formally removed from the Doha agenda. Each set
of negotiations is required to have “critical mass”. That is, some 90% or so of governments engaged in world
trade in the sector should be involved. Without the support of the EU and Japan and in the case of fisheries,
Korea, that critical mass cannot be achieved and there is no point in continuing the negotiations. The EU
should also resist any inducement to change position and sign up to the sectoral, if it is framed as an
extension of the existing plurilateral Pulp and Paper Agreement, which the EU and Japan and signatories to.

1.4.8 In discussion with Friends of the Earth a number of developing country negotiators (including
India, South Africa and the Philippines) have also reacted very positively to the linking of natural resources,
poverty eradication and the protection of livelihoods, and the idea of removing natural resources from the
negotiations in one way or another. It therefore seems that there is a significant opportunity for a wide range
of governments, from both North and South, to agree to remove natural resources from the WTO for
developmental reasons.

1.4.9 The UK and EU should also strive to prevent the forest products industry being permitted undue
influence over the course of forest product negotiations. The Santa Catalina group of forest industry
associations appears to enjoy unique access to WTO trade negotiators in Geneva and at WTO Ministerials
such as that held last December in Hong Kong. This interest group is clearly permitted to drive negotiations
to liberalize the forest sector even though it is in direct competition with the needs of Indigenous Peoples
for remaining forest resources!’”. Some governments freely admit that corporate lobby groups can

14 Final Global overview trade SIA of the Doha Development Agenda, commissioned by the European Commission, p67, see http://
trade.ec.europa.eu/doclib/docs/2006/april/tradoc_128269.pdf

15 Sustainability Impact Assessment of Proposed WTO Negotiations: Final Report for the Forest Sector Study, Marko Katila and
Markku Simula, Savcor Indufor Oy, Finland, in association with the Institute for Development Policy and Management,
University of Manchester, UK, with financial assistance from the Commission of the European Communities, 19 June 2005
http://www.sia-trade.org/wto/final%20report%20page.shtml

16 http://ec.europa.eu/comm/trade/issues/newround/hk/environment_en.htm

17 “This forest products proposal is driven by industry interest. The Santa Catalina Group, which has industry representatives from
both developed and developing countries, has met with NAM A negotiators on several occasions to discuss its members’ priorities.
Responding to this strong interest, WTO Members have met on a number of occasions to explore the possibility of a sectoral
agreement.” Market Access for Non-Agricultural Products, Tariff Liberalization in the Forests Product Sector,
Communication from Canada, Hong Kong China, New Zealand, Thailand and the United States, TN/MA/W/64, 18 October
2005 (05-4784), World Trade Organization, Geneva.
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confidently invite and enjoy the company of trade negotiators and even Ministers when they hosts
Roundtables at WTO Ministerials.!® Yet other stakeholders, such as affected Indigenous Peoples, have no
such say in the course of negotiations that could cause them to lose their livelihoods.

1.4.10 The EU challenge to export restrictions

The EU’s position on export taxes is inconsistent with its position on natural resource sectoral
negotiations. The EU is challenging all taxes and duties that countries apply to their exports, through a
horizontal challenge in the NAMA non-tariff barrier (NTB) negotiations. These are generally used by
developing countries to tax the exports of natural resources and agricultural products. In one of its initial
submissions on this issue, the EU clearly identified “minerals and metal products” and “woods, and forestry
products” as being two of its three predominant areas of interest (along with “textiles, leather, skins and
hides™).!° This is important to note, because it conflicts with verbal information from EC officials who have
said that natural resources were not intended to be targeted by this challenge and could be exempted from
any horizontal restriction on export taxes.

1.4.11 A study by the OECD? has analysed the export duties of 100 WTO members (counting the EU
as 15). It found 39 of these countries applied export taxes, and that 37 of the 39 were either developing or
transition economies. The main motivations that the countries gave for the use of export duties were?! fiscal
revenue, promotion of local value-added industries and protection of the environment and natural
resources, especially with regard to forestry and fishery products. Indonesia, Malaysia, the Philippines, the
Dominican Republic, Mexico (an OECD-member but considered a developing country in the WTO) and
Nicaragua have explicitly stated that the export taxes levied in their country serve environmental and
resource conservation objectives.

1.4.12 While there is some evidence indicating that processing industries based in exporting countries
may be less efficient in their use of natural resources when compared to their counterparts in importing
countries, there is also conflicting evidence that suggests that the removal of export taxes, on exports of
timber for example, does not automatically benefit the environment. In Tanzania, when export restrictions
were removed, exports of processed wood increased alongside domestic production, while only limited
technological improvements were undertaken.”? As a result, timber harvesting and deforestation have
increased dramatically. In Indonesia the drastic reduction of the export tax on logs has led to a rapid growth
of both legal and illegal exports of logs, resulting in increased deforestation.?* Malaysia has argued that in
its national institutional context it is very difficult to implement environmentally more efficient instruments
like fees on the number of cut trees or the auctioning of logging quotas. Therefore, export taxes were the
“second best” policy in the current circumstances.

1.4.13 In general, the major problems in timber exporting countries are weak governance structures and
a lack of ability and will to enforce existing regulations and forest protection measures. Trade liberalisation
tends to exacerbate such problems, and therefore lead to increased deforestation and loss of biodiversity.?*
Hence from an environmental perspective, the restriction and eventual elimination of export duties on
natural resources is likely to be counter-productive. It will in many cases lead to rising exports of wood
products resulting in increased deforestation, while expected improvements in efficiency of processing
industries do not seem to materialise automatically. While export taxes are inferior to instruments such as
stumpage fees from an environmental policy perspective, they can be used as a “second-best” instrument
that is easier to administer especially in countries with relatively weak governance structures.

1.4.14 The UK should insist that the EU withdraw its much-contested proposal to bring export taxes
within the purview of the WTO. The use of exemptions is not a satisfactory alternative, as it shifts the burden
of proof onto exporting countries, whose capacity to justify such measures is likely to be limited, and who
could therefore be discouraged from using export taxes even when it would benefit resource conservation
and local economic development.

18 “We would also note that the forest products industries of a number of Members have been instrumental in building support for
a forest products sectoral agreement, particularly the ‘Santa Catalina Group'. At the Hong Kong Ministerial Conference in
December 2005, the industry associations of New Zealand and Canada hosted a meeting that was attended by a wide range of
governments and forest products industry groups (including some Ministers).” Market Access for Non-Agricultural Products
Progress Report: Sectoral Discussions on Tariff Elimination in the Forest Products Sector, Communication from Canada,
JOB(06)/30 (restricted, not available on WTO website), 24 February 2006, World Trade Organization, Geneva.

19 TN/MA/W/46/Add.12.

20 Analysis of non-tariff measures: The case of export duties, OECD Trade Directorate, TD/TC(2002)54/Final, 31 January
2003, Paris.

2l OECD: 2003, p 14.

22 Integrated Assessment of trade liberalisation and trade related polices, A case study on the forestry sector in Tanzania, UNEP,
New York and Geneva, 2002, p 12.

23 Indonesia’s forest policy and reviews, Pribadi, A, EC-FAO Partnership programme 200-2002, Forest policies and forest policy
reviews, April 2002 p65.

2 Sustainability Impact Assessment of Proposed WTO Negotiations: Final Report for the Forest Sector Study, Marko Katila and
Markku Simula, Savcor Indufor Oy, Finland.
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1.5 Dispute over genetic resources in the WTO

1.5.1 Brazil, India, Pakistan, Peru, Thailand and Tanzania?® (joined by China and Cuba), are calling for
an amendment to the WTO’s Trade-related aspects of Intellectual Property Rights (TRIPs) Agreement, to
bring TRIPs into line with the Convention on Biological Diversity (CBD) by making the disclosure of the
source of origin of biological resources and traditional knowledge mandatory for patent applicants. These
countries have provided a draft text with a view to meeting the deadline for action on this issue, which is
31 July 2006. These countries have stated that avoiding the misappropriation of biological resources and
traditional knowledge is a major interest of developing countries in the Doha Development Agenda.

1.5.2 The proposed text of the amendment to the TRIPS Agreement contains five paragraphs that
propose that countries’ patent regimes should require patent applicants to disclose the country of origin of
biological resources and/or traditional knowledge used in the invention and to disclose any new information
that comes to light subsequently. It also requires member governments to publish the disclosed information,
and for members to enforce these provisions.

1.5.3 The amendment is contested by US, Korea, Japan, Australia, New Zealand, Canada, Chinese
Taipei and Singapore. The EU seems to have been supportive in Hong Kong, but its position needs to be
clarified on this important issue, which is a key example of the potential lack of policy coherence between
the WTO and multilateral environmental agreements.

1.6 Access to traditional lands threatened by WTO GATS negotiations

1.6.1 A further threat to the livelihoods appears in the form of GATS requests to liberalize the protection
of biodiversity and landscape, as part of the environmental services negotiations in GATS. A plurilateral
request for certain countries to liberalise their environmental services has been made by Australia, Canada,
the European Communities, Japan, Korea, Norway, Switzerland, the Separate Customs Territory of
Taiwan, Penghu, Kinmen and Matsu, and the United States. It is thought that the request has been made to
Argentina, Brazil, Chile, China, Colombia, Costa Rica, Egypt, India, Indonesia, Israel, Malaysia, Mexico,
Namibia, New Zealand, Nicaragua, Nigeria, Pakistan, Peru, Philippines, Singapore, South Africa,
Thailand and Turkey.

1.6.2 Ingeneral the GATS requests focus on the opening of “Mode 3” services concerning the commercial
presence of foreign providers (including barriers to commercial presence like foreign equity limitations, joint
operation requirements and restrictions or requirements on types of legal entity for foreigners).
Additionally, under Mode 4 (concerning the movement of natural persons) it also asks for recipient
countries to ensure the mobility of people providing environmental services.?® The list of environmental
services targeted includes the protection of biodiversity and landscape.

1.6.3 The main reason for protecting biodiversity and landscape is to maintain and preserve critical
ecological functions, including the regulation of climate, the preservation of genetic diversity, the protection
of water resources and the prevention of flooding and soil conservation. Indeed, the conservation of
biological diversity and ecosystems is an absolute prerequisite for sustainable development. However, it is
also the case that in many of these areas there are Indigenous Peoples’ who are entirely dependent upon their
local and traditional resources for their livelihoods and culture, and they are recognised as being extremely
knowledgeable in the management of these resources. Furthermore, many other impoverished communities
are also likely to be at least partially dependent upon these resources, especially when poverty levels are
particularly high. However, there is increasing evidence to suggest that such peoples and communities are
increasingly being excluded from their own territories and denied access to their traditional resources, as the
management of parks and biodiverse areas is liberalized and privatized.

1.6.4 The management of Komodo National Park, for example, an Indonesian national park with
UNESCO World Heritage Site and Biosphere Reserve status, has been effectively privatised since 1995. The
Nature Conservancy (TNC), a US-based non-profit transnational institution, was invited to manage the
park by the National Park Authority. Its “collaborative management concept” focused on establishing
ecotourism with local companies in order to make the park financially self-sustaining. However, local
communities are another matter. They have been banned from their traditional areas as entrance to park
territories requires an entrance license and no exceptions are permitted. The local fishing practices of
thousands have also been severely disturbed. The ecotourism company jointly owned by The Nature
Conservancy has a 30-year concession from 2004 and is co-founded by the World Bank (which has provided
USS$5 million).

1.6.5 The fact that GATS could force through the liberalisation and potential privatization of
biodiversity resource management is therefore deeply worrying, since this could increase the risk that critical
environmental and developmental objectives may be compromised in the interests of commerce. The EU
should withdraw its requests to countries to liberalise the protection of biodiversity and landscape.

25 WTO paper WT/GC/W/564, circulated on 31 May.
26 ICTSD BioRes, March 3 2006, see http://www.ictsd.org/biores/06-03-03/index.htm
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SECTION 2: WTO THREATENS FOOD SOVEREIGNTY AND SECURITY AND RURAL LIVELIHOODS

2.1 The G33 and small farmers

2.1.1 The debate about the impact of agricultural liberalisation on food security and rural livelihoods is
now centre stage in the WTO, with the G33 group of (46) countries initially arguing that they cannot and will
not jeopardise food security and rural livelihoods. Their stated priority is to protect the millions of people
dependent upon small-scale farming from the impacts of cheap subsidized food imports. In India,
Bangladesh, Vietnam and countries in the rest of South Asia, and countries in East Africa and sub-Saharan
Africa, for example, over 50% of the population is engaged in agriculture?’. The G33 is demanding that
developing countries be allowed to self-designate “special products” (SP) that will be liberalised either less
extensively or not at all, and “special safeguard measures” that can be introduced in case of import surges.

2.1.2 This is critical. The increasing emphasis on international as opposed to local and national
agricultural trade is having an extremely severe impact worldwide. Small farmers are being displaced (and
at best taken on as smallholders in poor conditions, with unfair contracts and without compensation) as
cheap, subsidised imports undercut production, land is turned over to production for export and farms
merge to cut costs and compete. Crop diversity is being lost and traditional foods are being replaced with
imported products. The impacts are undoubtedly worst in developing countries, where over half the
population may be involved in agriculture, but farming is also in crisis in the North.

2.1.3 The World Trade Organisation’s (WTO) Agreement on Agriculture (AOA), established during the
last Uruguay Round of trade negotiations, has exacerbated this problem, because it pits small farms against
larger, “more efficient” agribusinesses in both the North and the South. Furthermore, at the end of the
Uruguay Round, governments agreed to compensate “net food importing” developing countries for losses
they would incur as cereal prices went up—a promise that they subsequently failed to deliver on.

2.1.4 However, despite claims that the Doha negotiations would focus on development—the carrot that
induced developing countries to reluctantly agree to a further round of negotiations in the first place—the
G33 countries’ concern for their small farmers is being roundly rejected, especially by the US, where
agricultural exporters are insisting that they will only accept reductions in domestic support for agriculture
in the US in return for extensive market opening in other countries to which they might export their
agricultural products.

2.1.5 During detailed discussions over the past few months pressure from the US and supporting
countries®® has forced the G33 to scale back its original ambition. The G33 is now only proposing protection
for “at least 20%” of developing countries’ agricultural tariff lines (although technically speaking this could
still be interpreted as 100%).

2.1.6 Yet on 24 April, the US infuriated developing countries, by tabling a paper® attacking even this
reduced level of ambition, and it appears to have the support of the New Zealand Chair of the Committee
on Agriculture in this*’. One outraged WTO ambassador has commented that this type of approach would
“decimate the entire rural populations of the poor developing countries”.3!

2.1.7 Friends of the Earth is of the view that all agricultural products should be considered as special
products and therefore exempt from trade liberalization. Ultimately, food and agriculture should be taken
out of the WTO, and the liberalization of natural resources should be stopped.

2.2 Agricultural liberalization and forests

2.2.1 Ttis also important to note that the expansion of industrial agriculture will also have a significant
impact on the preservation of forests and their biodiversity. As the EC’s Overview Sustainability Impact
Assessment notes “Unsustainable forest exploitation may also cause social conflicts and infringe on
indigenous people’s rights. However, incremental impacts may be relatively small compared to the impacts
of agricultural trade liberalisation and the ongoing processes that are causing deforestation and forest
degradation”3?

2T Winners and Losers: impact of the Doha Round on Developing Countries, Sandra Polaski, Carnegic Endowment for
International Peace, Washington DC, 2006.

28 Countries generally in support of the US’s restrictive approach to SP and/or SSM are Argentina, Australia, Canada, Chile,
Costa Rica, Malaysia, New Zealand, Paraguay, Thailand and Uruguay. Report by Third World Network, 3 May 2006, http:/
www.twnside.org.sg/title2/twninfo401.htm

2 WTO paper (JOB906)/120 dated 24 April, for more detail see Third World Network report at http://www.twnside.org.sg/
title2/twninfo399.htm

30 Again, see TWN report, 3 May 2006, http://www.twnside.org.sg/title2/twninfo401.htm

31 “Let us be categorical. The ambition envisaged in some highly extreme and ambitious proposals on market access would decimate
the entire rural populations of the poor developing countries”. Ambassador Gusmardi Bustami of Indonesia, on behalf of the
G33, reported by TWN, 9 May 2006, http://www.twnside.org.sg/title2/twninfo406.htm

32 Final Global overview trade SIA of the Doha Development Agenda, commissioned by the European Commission, see http://
trade.ec.europa.eu/doclib/docs/2006/april/tradoc_128269.pdf
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SECTION 3: OTHER WTO IMPACTS TO THE ENVIRONMENT
3.1 Domestic regulation

3.1.1 Non-tariffs barriers and NAMA

The Doha Declaration mandated governments to “reduce or as appropriate eliminate...non-tariff
barriers” (Paragraph 16). This part of the NAMA negotiations initially developed into a rather chaotic
process of notifications of non-tariff barriers by various countries. It is now in a second phase in which
countries are re-tabling those which they specifically wish to negotiate or otherwise address (in “non-
negotiating” WTO Committees, for example, which continue work other than that mandated under the
Doha Declaration).

3.1.2 In 2005, Friends of the Earth analysed the initial notifications and found some 212 that related to
the environment, or health and safety. The scope of the notifications was extraordinary and included
labeling and certification requirements, national standards and regulations, export restrictions, restrictions
on foreign investment and measures to promote local economic development. It focused on national
legislation regulating mineral products, automobiles, chemicals, electronics, environmental goods,
fertilizers, fish and fish products, food, footwear, forest/wood products, mineral products and petroleum
oils, shrimp, and textiles and leather goods. It also incorporated notifications of national measures to
implement multilateral agreements such as the Convention on International Trade in Endangered Species
(CITES), the Montreal Protocol on Substances that Deplete the Ozone Layer and the International
Organization for Standardization’s ISO 14000 (on environmental management systems) and ISO 8000 (on
working conditions).3

3.1.3 In the second “negotiating” phase, however, there have been fewer NTBs listed. The reasons for
this shift are not entirely clear. Some countries have simply not come back to the table, even though they
listed a significant number of NTBs previously. These countries could re-engage at any point. Some bilateral
agreements may have already been reached between challenging and challenged countries (this is impossible
to track as information concerning which countries have been challenged is not made publicly available).
Some countries are probably disenchanted with the chaotic nature of the negotiations to-date.

3.1.4 As aresult of this high level of uncertainty, and the impossibility of concluding negotiations on all
listed NTBs within the Doha timetable, both the EU and the NAMA 11 group of developing countries*
have submitted almost identical proposals®>3® to establish a permanent mediation process, outside the
WTO’s dispute settlement mechanism, for addressing the trade consequences of NTBs (whether or not those
NTBs are deemed to be WTO-compatible). For this reason it is likely that much of the negotiations on NTBs
will come to a standstill in the short-term, given other priorities within the WTO at the moment. However, it
is also highly likely that the mechanism will be accepted, since it is proposed by both Northern and Southern
countries, which may then provide an open-ended opportunity for countries to return to the WTO with their
original, extensive lists of NTBs, and possibly more. The mediation mechanism proposed is not binding on
countries, but it would be held behind closed doors and completed within 60 days, posing a clear risk to
countries wishing to maintain effective domestic regulations.

3.1.5 The most apparent difference between the two NTB mediation proposals is on the question of
whether the member that was requested to enter into consultations would be obliged to participate in the
process or not. While the NAMA 11 states clearly that such participation would be mandatory, the EU is
vague on this question. According to an EU official, this is deliberate as the EU is concerned that too many
requests may be put to it at the same time. This brings into the question the EU’s motivation for making
this proposal in the first place. Why should a region that is likely to be the target of efforts to reduce strong
domestic regulations around the world actually propose such a mechanism? It seems to be highly
inappropriate.

3.1.6 Domestic regulation and GATS

The General Agreement on Trade in Services (GATS) negotiations are also considering the issue of
domestic regulation, albeit in a more generic fashion. So far, disciplines that require measures to be not more
trade restrictive than necessary to achieve legitimate domestic policy objectives, such as those defined by the
TBT and Sanitary and Phytosanitary (SPS) agreements for trade in goods, do not exist in trade in services.
However, GATS Article VI: 4 mandates Members to develop any necessary disciplines to ensure that
qualification requirements and procedures, licensing requirements and procedures, and technical standards
do not constitute unnecessary barriers to trade.

3 www.foei.org/trade/NTBs.xls
3 Argentina, Bolivarian Republic of Venezuela, Brazil, Egypt, India, Indonesia, Namibia, Philippines, South Africa and
Tunisia.

35 Buropean Communities: Negotiating proposal on WTO means to reduce the risk of future NTBs and to facilitate their resolution;
WTO, TN/MA/W/11/Add.8, 1 May 2006.
3 NAMA 11: Resolution of NTBs through a facilitative mechanism; WTO, TN/MA/W/68/Add.1, 8 May 2006.
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3.1.7 A central issue from an environmental perspective is disciplines on technical standards. A number
of countries, especially Switzerland and Mexico, have essentially proposed to establish a TBT-like
agreement in GATS. This would include the requirement that measures are not more trade restrictive than
necessary to fulfil a national policy objective.

3.1.8 A number of developing countries including Brazil, the Philippines, the ACP Group, the Africa
Group and the Small and Vulnerable Economies (SVE) are extremely concerned that they will lose the policy
space that they need to regulate their services in the public interest. They have made alternative proposals
stressing the right to regulate and rejecting the “necessity test”. Furthermore, they reject the idea of imposing
the use of international standards, particularly on establishing international standard setting bodies as
norms in the WTO, when all WTO Members are not full and equal participants in these bodies. Also major
developed countries like the US reject the necessity test.

3.1.9 So far, the EU appears not to have taken a position on this issue. It is critical that the EU rejects
moves to allow the WTO to determine what regulations may or may not be used to regulate services
domestically.

SECTION 4: CONCLUSION

4.1 These are not Friends of the Earth’s only concerns in relation to the outcome of the WTO’s Doha
negotiations. Since we are an environmental organization we have chosen in this evidence to focus on
concerns relating directly to the environment and those impoverished people most directly reliant upon it.
But we share the wider concerns of civil society organizations and social movements working together within
the Our World Is Not For Sale network (www.ourworldisnotforsale.org). The WTO’s agenda clearly
favours the interests of transnational commerce over and above those of society and the environment. In
addition to the concerns set out above, the Doha negotiations as currently framed are likely to worsen
poverty and unemployment and lead to further deindustrialization in the developing world. Friends of the
Earth is of the view that this agenda is highly inappropriate and that any country purporting to support the
Millennium Development Goals, which include halving poverty by 2015, must withdraw its support for the
WTO’s Doha negotiations. In other words, the current negotiations should be stopped, and the value and
impacts of the institution itself, and its existing agreements, independently reviewed. Furthermore, should
the negotiations move into deadlock in 2006, as is possible, this should be viewed as beneficial and used as
an opportunity to institute a thorough review.

July 2006

Memorandum submitted by WWF-UK

1. SUMMARY

1.1 WWF welcomes the opportunity to submit evidence to this select committee enquiry. Trade and
investment issues are global in scope, but different countries and different regions have widely different
priorities and perspectives. For this reason, WWF responds to these issues by drawing on the expertise of staff
based in key locations amongst the 50 country and regional offices WWF has worldwide, but with dedicated
staff located especially in the so-called BRICs economies (Brazil, Russia, India, China and South Africa). This
network allows WWF to bring a truly international perspective to trade and investment debates.

1.2 There are a number of interconnected global challenges facing the world today, such as poverty and
inequality, biodiversity loss, climate change, security and HIV/AIDS. It is simply not viable to consider
some sub-set of these challenges (whether delineated as “environmental” or “developmental”) in isolation
to others. Unless World Trade Organization (WTO) rules are shaped to contribute to meeting such
challenges, they will at best divert attention from the urgency of addressing them, and at worst undermine
the development of other processes intended to do so.

1.3 Despite the difficulties of doing so in today’s WTO, it is important that we begin to look beyond the
current development agenda, as this is narrowly construed, to foresee the ways in which global trade rules
can be shaped to provide a coherent response to these interconnected challenges. This is not something that
can or should be left to the WTO alone; it will also be necessary to draw on the expertise of other
international bodies. There are opportunities in the Doha Round to begin to forge the types of institutional
arrangements that this will.

Summary of WWF Recommendations:

1.4 Tt is essential to move quickly to a political climate in which discussion about addressing global
challenges can be had—and developed countries must lead the way in creating such a climate. The
opportunities for the UK—and the EU—to move forward on such an agenda may be most easily realised
in the course of their bilateral negotiations. These should establish the precedents that the European
Commission then pursues on behalf of EU Member States at the WTO.
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1.5 The current expertise of the WTO, and the organisation’s decision-making processes, make it ill-
equipped to address the global challenges. In meeting global challenges it will also be necessary to draw on
the expertise of other international bodies—in particular, the Conference of the Parties to Multilateral
Environmental Agreements (MEAs), such as the Kyoto Protocol.

1.6 The UK government must call for a purpose-built international forum, to examine the on-going
relationship between multilateral environmental agreements (MEAs) and WTO rules, as part of a coherent
approach to addressing global challenges.

1.7 A broader range of expertise should be involved in the administration of new subsidy disciplines
through a purpose-built international forum. (This is a situation which is foreseen to some extent in the
current WTO negotiations on fishing subsidies.)

1.8 WWF believes the UK Government should not pursue a simple list-approach to identifying
environmental goods or services. In particular, negotiations on environmental goods and services should
not focus on end-of-pipe technologies (particularly where these fail to support sustainable economic
development in developing countries).

1.9 In the course of negotiations, the UK Government should advocate a demand-driven and context-
dependent criteria by which environmental goods and services will be identified, and to conduct assessments
of potential liberalisation.

2. TRADE RULES AS TooLS TO HELP MEET INTERCONNECTED GLOBAL CHALLENGES IN A COHERENT WAY

2.1 There are a number of global challenges facing the world today, such as poverty and inequality,
biodiversity loss, climate change, security, urbanisation and HIV/AIDS.

2.2 These challenges, though, are intimately interconnected. Consider, for example, the nexus between
climate change, trade in oil, the economic fortunes of oil-rich developing countries, international conflict,
and terrorism. Or the connections between demand for red meat, trade in fodder for beef-cattle, Brazil’s
export-led growth strategy, international debt and the deforestation of the Amazon. Or aging populations
in Europe and Japan, increased pressure on pension-funds for high rates of return, foreign direct investment
into China, growth in Chinese demand for raw materials, and illegal logging in Indonesia.

2.3 Such interconnections make prioritisation difficult, and point to the need to formulate our responses
on a case-specific basis through deliberative processes reflecting the full range of relevant expertise.

2.4 Unless World Trade Organization (WTO) rules are shaped to contribute to meeting global
challenges, they will at best divert attention from the urgency of addressing them, and at worst undermine
the development of other processes intended to do so.

2.5 In some circumstances, the pursuit of trade liberalisation can lead to positive steps to meet these
challenges. Equally, there are many instances where trade liberalisation undermines such progress. Either
way, the economic policies promoted by the WTO have been shaped not by a coherent approach to meeting
these challenges, but rather in response to short-term national self-interest. WWF believe that current
negotiations at the WTO offer opportunities to redress this, at two levels:

— The moral imperative to redress the current inequalities in international trade are clear. It is also
the case that until these inequalities are tackled we will not be able to engage in the more
sophisticated debates we need if we are to press international trade rules into service as part of a
coherent approach to meeting the global challenges that we face. This kind of engagement will
emerge only when developed countries take significant, practical steps to demonstrate that they
can move beyond viewing international trade negotiations as just another vehicle to promote their
short-term national self-interest. Rebalancing of the current inequalities in world trade is thus not
just an issue of compelling moral importance; it is also an essential requirement for a more
sophisticated engagement on these interconnected challenges.

— Despite the difficulties of doing so in today’s WTO, it is important that we begin to look beyond
the current development agenda, as this is narrowly construed, to foresee the ways in which global
trade rules can be shaped to provide a coherent response to these interconnected challenges.
Although this will not be possible in a thorough-going way so long as the gross inequalities in the
current system persist, there are opportunities at the margins of the negotiations to begin to foresee
and rehearse the responses we need. This is not something that can or should be left to the WTO
alone; it will also be necessary to draw on the expertise of other international bodies. There are
opportunities in the Doha Round to begin to forge the types of institutional arrangements that
this will require—in areas of the negotiations that attract relatively little political capital.

2.6 Serious engagement with these challenges requires a long-term perspective. It entails strategic
foresight about the type of goods and services in which trade should be promoted. It will require us to think
beyond the use of trade rules as another mechanism to facilitate market access for those goods and services
in which a country has comparative advantage, irrespective of the impacts of such goods and services in the
course of meeting global challenges.
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2.7 As a starting point, the UK government, through the European Commission, needs to encourage a
trade debate that extends beyond a simple focus on cutting subsidies or extending market access (critical
though these things are for many developing countries). There needs to be an understanding that global
challenges cannot simply be fixed through the unreflective application of market policies. Whilst there are
clearly occasions on which several of these global challenges can be addressed simultaneously through so-
called “win-win” policies, it will often be the case that balances must be struck between different outcomes.
These balances must be struck in an ongoing, context-dependent, transparent and participatory way, with
adequate safeguards against protectionism, and prioritising the urgent needs of developing countries.

WWF Recommendations

2.8 It is essential to move quickly to a political climate in which discussion about addressing global
challenges can be had—and developed countries must lead the way in creating such a climate. The
opportunities for the UK—and the EU—to move forward on such an agenda may be most easily realised
in the course of their bilateral negotiations. These should establish the precedents that the European
Commission then pursues on behalf of EU Member States at the WTO.

2.9 The current expertise of the WTO, and the organisation’s decision-making processes, make it ill-
equipped to address the global challenges. In meeting global challenges it will also be necessary to draw on
the expertise of other international bodies—in particular, the Conference of the Parties to Multilateral
Environmental Agreements (MEAs), such as the Kyoto Protocol.

3. IMPORTANT PRECEDENTS HAVE ALREADY BEEN SET

3.1 The principle that there should be derogations from the disciplines applied by the WTO in the course
of meeting global challenges sits at the heart of the international trading system in the form of Special and
Differential Treatment (SDT). Here, there is international agreement that some subset of WTO members
(the Least Developed Countries, LDCs), defined according to set criteria which were themselves developed
as a result of an international process, face particular challenges, and should be afforded corresponding
concessions.

3.2 The definition of an LDC, and the SDT that this affords is of course ultimately arbitrary. But there
does not seem to be any important difference in principle between international agreement acknowledging
the imperative to take steps to address the particular needs of the world’s most impoverished countries, and
steps that might be taken to address the most urgent challenges of, for example, climate change.

3.3 Consider the example of WTO subsidy disciplines—which broadly use the criterion of “trade-
distortiveness” to assess the legitimacy of a particular subsidy. There are concessions in such disciplines
made for LDCs and developing countries. We might also envisage provisions under which a country was
permitted to use subsidies as a mechanism to support a shift to less carbon-intensive production practices,
or to support nascent industries. Brazil, a developing country, recently lost a case at the WTO over export
subsidies that it was providing to its aircraft industry. A more positive approach could be envisaged where
such subsidies would be permitted—particularly for developing countries—if they were applied, for
example, to vanes for wind-turbines, rather than wings for aircraft?

3.4 Such provisions will lead us immediately into the politically difficult area of “balancing” the impacts
that particular policies will have in the course of addressing different global challenges. How might we
“weight” climate change and economic development imperatives where these lead to divergent policies, for
example? In practice, of course, “weighting” has already been introduced to the WTO through the
recognition that the “level playing-field” should be skewed to assist LDCs (with impacts on neighbouring
developing countries) and developing countries (with impacts on neighbouring developed countries).

3.5 Ttis clear that more sophisticated approaches to striking such balances are needed. It is here that the
WTO will need to increasingly draw on the expertise of other organisations, and resolution of the current
tension of jurisdiction between the WTO and MEAs will be critical here. But precedents have also been set
here. For example, the WTO draws on the expertise of the FAO and WHO body Codex Alimentarius®’ for
the purposes of the SPS Agreement.

3.6 Striking balances of the type outlined above will be achieved through political negotiation, informed
by scientific and economic analysis. We do not currently have the institutions in place to allow for such
political deliberation, but there are again precedents emerging. One striking example is in the case of
proposals at the WTO for the involvement of Regional Fisheries Bodies in the course of establishing the
legitimacy or otherwise of fishing subsidies.

37 The Codex Alimentarius Commission was created by FAO and WHO to develop food standards, guidelines and related texts
such as codes of practice under the Joint FAO/WHO Food Standards Programme. Codex standards have become the
benchmarks against which national food measures and regulations are evaluated within the legal parameters of the World
Trade Organization (WTQO) Agreements.
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4. AGRICULTURAL MARKET ACCESS

4.1 Global agricultural production and rural communities throughout the world, face a number of
challenges, some of which already have immense impact today, others of which present a growing threat.
These include food security and poverty reduction, urbanisation, water shortage, desertification, nutrient
mining, salination, eutrophication, declining biodiversity and the impacts of climate change. In addition, of
course, trade in agricultural produce is central to the economies of many developing and middle-income
countries.

4.2 Due to the Structural Adjustment Programmes of the World Bank and the IMF and the outcomes
of the Uruguay Round, developing countries have experienced a far more extensive opening of their markets
than developed countries. At the same time, the market access to developed countries for their agricultural
products has not yet been significantly improved. In addition, very few developing countries can make use
of the special safeguards (SSG) to protect their internal markets against sudden import surges. It must be
ensured that developing countries can use appropriate instruments to protect their domestic agricultural
markets (which are important for their food security and agricultural development) whilst simultaneously
gaining improved market access to developed countries.

4.3 However, a debate on the sophisticated measures necessary to address the different challenges will
not be achieved whilst developing WTO Members see the trade policy of many developed countries as being
driven primarily by protectionist interests. If political progress is to be made in addressing the challenges
that confront us, signi?cant concessions must first be made by developed countries.

WWF Recommendations

4.4 WWF believes the UK government should advocate:

— to provide tariff-free access to all agricultural products originating from least-developed countries
(LDCs), and agree to abandon tariff escalation and tariff peaks on agricultural products
originating from all developing countries;

— that it should be the prerogative of developing countries themselves to decide whether to reduce
import tariffs on basic food commodities important for food security, livelihoods and agricultural
development;

— to exempt LDCs from tariff reduction commitments, including binding of tariffs;

— totechnical and financial assistance packages for developing countries whose preferences are being
eroded as a result of tariff reductions, in order to help them adapt through diversified and
sustainable production; and

— to support capacity-building in developing countries, particularly in LDCs, for them to be able to
comply with non-tariff measures such as health, food safety and environmental requirements in
foreign markets.

5. AGRICULTURAL SUBSIDIES

5.1 The agricultural subsidy regimes employed by developed countries serve to make many global
problems worse.

5.2 Tt does not follow, however, that there are no circumstances under which agricultural subsidies can
play a positive role in meeting global challenges. It is important that, as we scrap the most egregious subsidy
regimes, we also recognise that under some circumstances subsidies can play a positive role. But if such a
role is to be identified, this can only be as part of a serious attempt to assess both the present and future
international impacts of any subsidy use, by taking fully into account the context-dependence of the effects
of any subsidy scheme. For instance, producing crops for bio-fuels can play a role in combating climate
change and alleviating poverty. There could be circumstances under which the production of bio-fuels
should be subsidised. However, there are also circumstances where the intensive growing of crops for bio-
fuels will deplete and pollute soils and freshwater, where the life-cycle greenhouse gas balance does not
contribute to combating climate change, or where their production does little to reduce rural poverty. It is
clear that the current focus on testing the “trade distortiveness” of a subsidy regime is completely inadequate
as an approach to capturing such concerns.

5.3 Subsidy disciplines that acknowledge the positive role that subsidies can play will be designed and
administered only through a process which draws on a broad range of expertise—from government
representatives, through to those expert in the implications of agricultural practice for climate change. This
will require the establishment of a purpose-built international forum both to determine disciplines and to
ensure their implementation through dispute settlement. It will need, for example, to draw on the expertise
of the Conference of the Parties of Multilateral Environment Agreements, which have the international
legitimacy to contribute to striking the balances required.
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WWF Recommendations

5.4 WWEF believes the UK government should advocate:

— replacement of the current categorisation of subsidies based on trade distortion by a categorisation
based on their contribution to addressing global challenges;

— recognition that this will require ongoing assessments of the impacts of specific subsidy regimes;
and

— recognition that the WTO is not equipped to carry out such assessments alone, and that a broader
range of expertise should consequently be involved in the administration of new subsidy disciplines
through a purpose-built international forum. This is a situation which is foreseen to some extent
in the current WTO negotiations on fishing subsidies.

6. NON-AGRICULTURAL MARKET ACCESS

6.1 Non-agricultural market access (NAMA) negotiations include negotiations on both tariffs and so-
called non-tariff measures, ranging from health, safety and environmental standards to export restrictions.

6.2 Under the tariff negotiations, the reduction of tariff escalation and peaks in developed countries carry
the clearest potential for improving livelihoods of the poor. However, the impact of such reductions also
depend on the broader context. For instance, the development of an industry for forestry products following
an abolition of tariff escalation in main importing markets of timber may lead to depletion of the exporting
country’s natural resources.

6.3 The negotiations on non-tariff measures could provide a forum for dialogue on the development of
national regulations, in order to promote “soft harmonisation” (ie that does not affect the substantive level
of national regulatory standards but that attempts to co-ordinate technical regulations) and improve market
access particularly for developing countries. It is important, however, that such negotiations do not
degenerate into bargaining away legitimate regulatory standards.

WWF Recommendations

6.4 WWEF believe the UK government should advocate:

— extension of tariff-free market access to LDCs, whilst exempting them from commitments to
reduce tariffs, including binding tariffs;

— sequencing the dismantling of other tariffs according to the contribution that increased market
access will make to addressing global challenges;

— elimination of tariff peaks and tariff escalation in developed country markets for imports from
developing countries; and

— using the negotiations on non-tariff measures as a forum to eliminate complex and non-
transparent non-tariff barriers that can off-set benefits obtained by tariff reductions. Outcomes
may include harmonisation of standards, increased flexibilities to take into account the local
conditions of the exporter, and technical and financial assistance to help developing countries
improve their own standards.

7. THE WTO AND MULTILATERAL ENVIRONMENTAL AGREEMENTS

7.1 Tt has been repeatedly recognised by the international community that “transboundary” or global
environmental problems demand multilateral solutions. This has led to the negotiation of several hundred
multilateral environmental agreements (MEAs), such as the Kyoto Protocol governing climate change or
the biosafety protocol regulating trade in genetically modified organisms. WTO rules, on the other hand,
are aimed at meeting challenges that are different from those addressed by MEAs—namely those associated
with liberalising international trade. Where tensions between MEAs and WTO rules arise, these need to be
addressed through a process of assessing how different policy objectives will help us to address different
global challenges. This process needs to draw on a broad range of expertise and stakeholders. But today
there is too little acknowledgement that such tensions even arise. There is, in some quarters, an insistence
that WTO rules aimed at “progressive liberalisation” are supportive of other policy objectives, such as those
pursued by MEAs. But this is not always the case.

7.2 Since 1993, WTO Members have debated whether it is necessary to clarify the relationship between
WTO rules and MEAs—and if so, how this might be achieved. The negotiating mandates agreed under
Doha Ministerial Declaration (DMD) paragraphs 31(i) and (ii) were an attempt to address a small part of
a much wider and more complex set of issues. Being limited to MEA parties, and unable to affect WTO
existing rights and obligations, DMD paragraph 31(i) leaves little scope for resolving the wider set of
issues—especially those related to MEA non-parties.
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7.4 Proposals submitted in the negotiations under DMD paragraph 30 to clarify the WTO’s main
agreement governing the settlement of disputes—the Dispute Settlement Understanding (DSU)—might, for
better or for worse, open up discussion on the wider set of issues that have been excluded from the DMD
paragraph 31(i) mandate. Ultimately, however, it should fall to a purpose-built international forum to
examine the WTO-MEA relationship, as part of a coherent approach to addressing global challenges.

WWF Recommendations

7.5 WWF believes the UK Government should use its communications materials and political
interventions to:

highlight that the current approach to addressing a range of global challenges is not coherent; that
the pursuit of a particular set of economic policies (eg liberalisation) is often wrongly privileged
above measured consideration of how best to tackle global challenges in a co-ordinated way; and

call for a process, orchestrated by a purpose-built international forum, to examine the relationship
between multilateral environmental agreements (MEAs) and WTO rules, as part of a coherent
approach to addressing global challenges.

7.6 In the course of the negotiations, the UK government should advocate:

to reiterate the tenets listed in the box below. The ten tenets (compiled by WWF) are based on
existing international consensus, to provide guidance to WTO Members and the Dispute
Settlement Body;

that the WTO Dispute Settlement Body will not entertain disputes arising out of the
implementation of MEAs until all avenues for resolving the dispute under the MEA in question
have been exhausted; and

to grant to MEA Secretariats and UNEP observer status in WTO bodies and to improve
information exchange between international environmental organisations (including MEA
Secretariats) and the WTO.

7.7 If nothing else, the UK Government should:

not accept any attempts under paragraphs 31(i), 31(ii), 30, or any other area of negotiations, to
undermine, whether explicitly or implicitly, the tenets listed in the box below, all of which are based
on existing international consensus;

not accept any attempts to prejudice the rights of MEA parties. 1 not accept any attempts to
privilege some MEAs, or some MEA measures (eg those based on specific trade obligations), over
others. 1 not accept any attempts to make any provision for WTO oversight of the implementation
of existing MEAs or the negotiation of future MEAs; and

not accept any attempts to remove from the work programme of the Committee on Trade and
Environment regular sessions the wider set of issues arising out of the relationship between MEAs
and WTO rules, which have been discussed under Items 1 and 5 of the Marrakesh Work
Programme mandated by the 1994 Ministerial Decision on Trade and Environment.
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Ten established tenets governing the WTO-MEA relationship

1. Transboundary or global environmental problems demand multilateral solutions. Unilateral
actions to deal with environmental challenges outside the jurisdiction of the importing country should
be avoided.

2. Multilateral environmental policy must be made and administered within multilateral
environmental fora, and not in the WTO, in accordance with each body’s respective expertise and
mandate.

3. Trade measures based on specifically agreed-upon provisions are necessary in certain cases to
achieve the environmental objectives of a multilateral environmental agreement (MEA).

4. A range of provisions in the WTO can accommodate the use of traderelated measures needed for
environmental purposes, including measures taken pursuant to MEAs. This accommodation is
valuable and it is important that it be preserved.

5. WTO rules should not be interpreted in “clinical isolation” from other bodies of international law
and without considering other complementary bodies of international law, including MEAs and
internationally agreed principles.

6. Policy co-ordination between trade and environment officials at the national level is desirable and
necessary to achieve the individual as well as the joint objectives of WTO Member governments in the
areas of trade, environment and development.

7. Co-operation between the WTO and relevant MEA institutions is desirable and necessary to
enhance understanding of the relationship between trade and environmental policies.

8. If a dispute arises between WTO Members over the use of trade measures applied pursuant to an
MEA, they must first seek to resolve it through the dispute settlement mechanisms available under
the MEA.

9. There is a benefit to having all relevant expertise available to WTO panels and the Appellate Body
in cases involving trade-related environmental measures, including trade measures taken pursuant
to MEAs.

10. Both the WTO and MEA dispute settlement mechanisms emphasise the avoidance of disputes,
including through parties seeking mutually satisfactory solutions.

A compilation (by WWF) of the relevant documents establishing these tenets is available as a separate
document on our website www.panda.org/trade

8. NEGOTIATIONS ON ENVIRONMENTAL GOODS AND SERVICES

8.1 Trade in all goods and services has a complex series of impacts, some negative, some positive. It is
very difficult to foresee that any “listing” of goods attracting tariff concessions, or classification of services
subject to specific commitments, could be of benefit to the environment under all circumstances. One
country’s “environmental” goods or services may exacerbate problems in another country (for example,
where energy or transportation systems differ, or depending on whether recycling schemes are in place®).
Moreover, today’s “environmental” goods or services may worsen environmental performance tomorrow
(for example, through partially cleaning an otherwise dirty industry and thus extending its lifetime when this

has already been superseded by new technologies).

8.2 The farcical nature of developing a list of environmental goods and services is underscored by the
suggestions by some WTO members that this should include wind-screen wipers, soap, hard-hats and sailing
boats! Even were it imaginable to list certain goods or services as inherently environmentally friendly, it
seems certain that these goods or services would have context-specific implications for other global
challenges—poverty alleviation, for example.

8.3 Given the inter-connected nature of many global challenges, rather than addressing “environmental”
concerns under negotiations on “environmental goods and services”, and “developmental” concerns under
negotiations on special and differential treatment provisions, we should seek approaches which allow a
range of challenges to be addressed in the course of all negotiations on market access. Although negotiations
on environmental goods and services have attracted relatively little attention in the current round of
negotiations, these are seen by some WTO Members as offering the prospect of real progress on the trade
and environment agenda. But quite apart from the fact that a “list” approach to these negotiations is likely
to be counter-productive in terms of the environmental impacts of liberalised trade, there is a danger that
this will perpetuate the perception that the global challenges that face us can be easily addressed through
promoting trade in a select few goods or services. Both the definition-based (as advocated by the EU), and
the product-based (as advocated by the US) approaches to the environmental goods negotiations fail
crucially. Rather than responding to a demand (proceeding from a set of challenges, asking “how is trade
best pressed into service to help address this problem?”) the negotiations are largely supply-driven
(proceeding from the question “how can market access for specific goods and services be increased?”)

3 For example, photovoltaic cells and their batteries may pollute water courses if adequate disposal facilities are not available.
See, for example, http://www.dti.gov.uk/renewables/renew_1.3.3.htm#Pollution
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8.4 We need to develop demand-driven and context-specific definitions of environmental goods and
services, drawing on relevant expertise through a purpose-built international forum. After establishing such
an approach to identify particular goods and services in a context-specific way, we need to explore a range
of mechanisms to promote their trade. The benefits of sophisticated approaches to these negotiations are
already being discussed in a number of key countries such as Brazil, China, India and the EU. Elements of
the Indian “project approach” represent one important attempt to initiate more thoughtful debate.

8.5 Governments should use their communication materials and political interventions to state that
rather than developing a “list” of inherently “environmental” goods or services, all negotiations on market
access should consider how liberalisation of trade in particular goods and services, in a specific context, will
contribute to meeting the global challenges that confront us—or how they might otherwise detract from
attempts to meet them.

WWF Recommendations

8.6 WWF believes the UK Government should not pursue a list-approach to identifying goods or services
in a context independent and static way. In particular, negotiations on environmental goods and services
should not focus on end-of-pipe technologies (particularly where these fail to support sustainable economic
development in developing countries).

8.7 In the course of negotiations, the UK Government should advocate a commitment to create a
purpose-built international forum drawing on a broad range of expertise in order to develop demand-driven
and context-dependent criteria with feedback/evaluation mechanisms by which environmental goods and
services will be identified, and to conduct assessments of potential liberalisation. This should take the form
of an agreement by WTO Members that this purpose-built international forum will develop and apply a set
of criteria for deciding on whether or not a particular good or service should be eligible for tariff concessions
or specific commitments.

9. WHAT ELSE CAN THE UK GOVERNMENT D0?

9.1 In the short-term, real progress on these issues is unlikely to be made in the fraught multilateral context
of WTO negotiations. Precedents will need to be developed and trust built through processes where
progressive governments find greater influence. It is for this reason that in the short-term progress on this
agenda in the course of bilateral trading relations with other countries will be of particular importance.

9.2 If the UK government were to take such an approach, it must come to recognise the increasing role
of emerging economies in determining whether the poorest countries are able to pursue such economic
trajectories. The challenges of, for example, Chinese investment in sub-Saharan Africa should be viewed in
the light of the UK’s continued (but ultimately diminishing) influence to encourage sustainable trade and
investment policies on the part of large emerging economies. Today, this can still be achieved through the
UK’s influence in bilateral, regional and multilateral trade negotiations, the UK’s role as an important
source of investment flows to emerging economies (for businesses which subsequently invest in LDCs), the
role of the UK as an important market (for goods from economies like China which are often manufactured
from raw materials sourced in LDCs), and the influence that the UK exerts in the EU—as a bloc which can
have influence in analogous ways.

9.3 One example is provided by current negotiations on the EU-China Framework Agreement, which
should include provision for a single market in energy-efficient goods.

9.4 Public procurement policy presents another possible approach to building this trust, and at 16% of
EU GDP, is of primary economic significance. For example, the UK government could augment its Green
Public Procurement policies through creative use of current public procurement rules to source sustainable
goods and services preferentially from developing countries, helping to move these “up-the-value-chain”,
away from dependence upon export of low-value natural resources and agricultural produce, and towards
higher value-added goods and services. As a mechanism to provide security for investors in new and
emerging sustainable technologies, the UK government could also publish advance notices of guaranteed
public procurement in such technologies over the coming years.

June 2006
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Witnesses: Ms Ronnie Hall, Coordinator of Friends of the Earth International Trade, Environment and
Sustainability Programme, Friends of the Earth, and Mr Tom Crompton, Head of Trade and Investment,

WWEF, gave evidence.

Q1 Colin Challen: Good morning. It is nice to see
you here on the first day of our new inquiry. In your
evidence to the Committee you have raised concerns
about the impact of trade liberalisation on the
environment. Could you start off by giving us a
general overview of those concerns and the impacts
that led to those concerns?

Ms Hall: 1 should say that our assessment comes
from an international network, with groups in
countries in all continents in the world, so it takes
into account very much equity and developmental
concerns, as well as environmental concerns, which
I think will be clear in our evidence. This will be a
quick sketch of what our concerns are about the
environmental impacts, because they are really so
broad that there is not time to go into them in a lot
of detail. At the moment, our main concern is about
the Non-Agricultural Market Access (NAMA)
negotiations and the fact that all natural resources
have been put on the table for either partial or full
liberalisation, with no attention being paid at all,
even by the WTO’s Committee on Trade and
Environment, to the potential environmental and
developmental impacts of that. It is the case that one
or two countries, including the European Union, are
now taking a position based on their concerns raised
in Sustainability Impact Assessments done at the
national level, but in the WTO there is no such thing
as a multilateral Sustainability Impact Assessment,
and our position is that we really think that natural
resources should come out of the negotiations. We
have spoken to various trade negotiators about this
issue and other academics associated with and
following the negotiations, and my impression is
that nobody has really thought of this so far and that
everybody immediately says, “Thisis a key issue that
we should be thinking about.” T think our most
immediate concern is the fact that negotiations
could be drawing to a close without this issue being
dealt with.

Q2 Colin Challen: Do you think the United Nations
Millennium Ecosystem Assessment will have an
impact? This is really quite groundbreaking work.
Will that have an impact, do you think, on trade
negotiations?

Ms Hall: 1 think it is highly unlikely unless certain
governments endeavour to make sure that it is on the
table. I have been following the trade negotiations in
the WTO for 15 years now and it was only two weeks
ago that for the first time I heard a trade negotiator
voluntarily mention the Millennium Development
Goals and that was a negotiator from South Africa.
Policy coherence is one of the issues I really wanted
to talk to you about today. It is up to countries like
the UK and the European Union to start moving
on this.

Q3 Colin Challen: Do you see a big disconnect
between, say, the Doha Round and the COP talks?
Ms Hall: 1 would say a total disconnect. There is no
connection whatsoever. I do not think there is even
a legal connection. If you go back to the founding

agreement that set up the World Trade
Organisation, there is no mention of a legal
relationship with the United Nations and that is an
issue that I think is also overlooked.

Q4 Colin Challen: Are there any benefits to trade
liberalisation? What have you identified as the
positives, if any?

Ms Hall: Before answering that question, I have a
long list of other concerns about the World Trade
Organisation and I should just say what they
are, I think. The GATS negotiations on services
liberalisation are also likely to have a significant
impact in the areas of energy and water services
and the management of national parks and
biodiversity—which is again a small rather obscure
issue to which nobody is really paying any attention
that could have significant impacts on the poorest
people in the world and Indigenous Peoples.
Another issue is what is happening on agriculture
and the G33 group of countries’ proposal that
developing countries should be allowed to self-
designate special products to protect their small
farmers—which is a key issue again. Also, there are
proposals on the table from the various countries in
the WTO at the moment, developing countries, on
using the WTO to stabilise commodity prices—
which is an important issue—and amending the
Trade-Related aspects of Intellectual Property
rights’ (TRIPs) agreement so that it comes into
conformity with the Convention on Biological
Diversity.

Q5 Colin Challen: Tom, you have said that we
should move the focus from liberalisation of the
markets at all costs to a more balanced approach,
where economic, developmental and environmental
benefits are all considered. How would you propose
that to take place?

Mpr Crompton: 1 would answer that at two levels:
firstly, at an institutional level, and then at a political
level—or maybe in the reverse order. I echo much of
what Ronnie says in terms of the institutional
failures for the way in which decision-making
processes are structured at the moment and the
extent to which those fail to take full account of
environmental concerns. But, before those can be
addressed, there is an issue of political will. We could
have the most perfect institutional arrangement we
wanted, but if the political will was not there it would
be subverted for the pursuit of, as we see now,
national economic self-interest. Our approach to
Doha has been to say: Where, within this, can we
find glimpses of hope—areas where, given the right
political will, given the will to turn European
rhetoric about sustainable development and trade
into reality, we can see peripheral parts of the
negotiations, where there is not that much political
capital involved, as opportunities for beginning to
set new precedents or to rehearse the types of
institutional relationship that might be needed? We
can see, for example, in fairly arcane areas of the
negotiations (like those on fishing subsidies or
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environmental goods and services, the relationship
between the WTO and MEAs) opportunities for
beginning to set seeds for those different
institutional arrangements, but, of course, that
being preceded by the political will to do so.
Specifically, an example would be fishing subsidy
negotiations, where we propose—and it is a
proposal that has been supported by several
members—that at the margin of the process of
distinguishing between legitimate and illegitimate
fishing subsidies there ought to be input from
institutions which have the expertise to review the
social and environmental implications of fishing
subsidy wuse; for example, regional fisheries
agreements and the secretariats of those. These are
things for which we already see precedence in the
WTO; for example, in its appeal to Codex
Alimentarius, for looking for standards to be used in
the SPS agreement or the use of appeal to the IMF.
There are several existing precedents where the
WTO does defer decision making to external bodies
and that needs to be something which is reinforced
and developed in terms of environmental rule
making.

Q6 Colin Challen: Only at the beginning of this
month, Pascal Lamy said the current round of
negotiations was in crisis. What impact do you think
that will have on advancing environmental or
developmental goals in this round? Is it an
opportunity or simply yet another complete sideline
of these issues?

My Crompton: 1 see it in the short-term as a
sidelining. I do not see that political will I was just
talking about emerging, particularly on the part of
developing countries until the most egregious
aspects of the current imbalances in international
trade are redressed. Until that happens, I do not
think we can expect constructive engagement on
issues of sustainable development. In the longer
term, maybe that crisis will create the space for
asking how those challenges should be addressed in
a more sensible and far-sighted way.

Ms Hall: 1 think there is an issue as well that the
perspective that a lot of civil society organisations
have is that the crisis is a crisis because countries
already perceive that they are not really going to
gain. Most of them are not going to gain from what
is currently on the table. I think the timing is very
much ripe for a review of the institution itself and the
existing agreements that it has under the Uruguay
Round and so on. At the end of the Uruguay
Round—and developing governments have been
clear about this since then—they did not know what
they were signing up to and I think they would be
very happy to review some of the WTO’s
components.

Q7 Colin Challen: We have the Committee on Trade
and Environment. How would you describe or
characterise the added value of that august body?

Ms Hall: Minimal, really. In Friends of the Earth we
were involved in calling for that Committee to be set
up in the early 1990s and, as soon as it was, we
came to regret it, because it caused a chilling

factor in other intergovernmental negotiations on
environmental issues, for example. It has discussed a
variety of different issues, but it has been extremely
slow and tends to be very focused. One notable
example of its failing is in relation to NAMA
negotiations because the Committee on Trade and
Environment has a mandate under paragraph 51
of the Doha Declaration to oversee or assess
the potential environmental and developmental
implications of all the negotiations. It absolutely has
not done that for the NAMA negotiations. All it has
done is to focus on taking on board the negotiations
about what environmental goods are or are not—so
a very narrow focus—and it is not fulfilling its
mandate at all. I do not know if you do, Tom, but I
do not follow all its negotiations very closely because
we have become very disenchanted with it.

Mpr Crompton: To my mind, at a more generic level
first, it is another example of trying to fix a political
problem with an institutional arrangement and
because there is not a political will there to use it, as
Ronnie says, it is marginalised, it is sidelined, and in
the current debate seems to be absolutely stagnant.
With regard to the negotiations on environmental
goods and services, I think it is nonsensical that
members are sitting around debating at the moment
whether soap, windscreen wipers or hard hats
should be considered environmental goods and
services and whether trade in those should be
liberalised as a consequence. To my mind, any
particular good or service will have an
environmental impact which will be context specific.
For example, if you put in something to clean
pollutants in pipe in a paper pulp factory, the impact
that has on the environment may in some
circumstances be positive because you evade the
pollution of the watercourse. If that in turn leads to
more unsustainable deforestation to feed the paper
pulp factory, then it is clearly contributing to the
environmental problem. There are many examples
of that type of context specificity. One of the
problems of the structural response that we have in
terms of the Committee on Trade and Environment
is this segregation of environmental and
developmental issues. Developing countries, quite
understandably, are concerned that the
environmental agenda is going to be
misappropriated for the protectionist interests of
developed countries. As I see it, until we can begin
over the course of the same debate to balance the
developmental and environmental costs and benefits
of a particular measure, as part of the same dialogue,
and make concessions for example to developing
countries, recognising that perhaps the
environmental standards they have to meet should
not be as tough as those of developed countries, until
we can begin to have those two debates
simultaneously and talk about how those balances
are  struck  between  developmental and
environmental needs, it is difficult to foresee how
developing country concerns that actually the
environment agenda is something which is being
pursued for short-term economic goals of developed
countries is going to be assuaged.
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Q8 Colin Challen: Do you find the Government is
offering a sympathetic ear to these arguments? If so,
how has it been translated into action?

My Crompton: 1 am very disappointed by the
response that we have—from the EU now, rather
than the UK Government: I work far more in
Brussels. We are seeing at the moment, for example,
the EU pushing a dispute through the WTO about
re-treaded tyres in Brazil. The Brazilians are saying
that they do not want any more re-treaded tyres;
they have enough re-treaded tyres domestically.
They do not see why they should be importing
European re-treaded tyres, which are stockpiled,
which will cause environmental problems in the
course of their destruction, which have all sorts of
health problems in terms of stagnant water which
sits around in them. The Brazilians are mounting a
defence against the demand from the EU that they
should be able to export European re-treaded tyres
to Brazil on European grounds. That to me gives the
lie to EU rhetoric on sustainable development.
There is a case where the EU can take a unilateral
decision on whether or not it is going to pursue this
case. In the case of EU bilateral negotiations, we just
opened the negotiations on an EU-China
framework. These are opportunities where it is in the
EU’s gift to pursue the types of measures that we are
suggesting should be then mainstream at a
multilateral level through the WTO and yet we do
not see that political leadership from the EU in
seizing those opportunities at a bilateral level.

Ms Hall: 1T would like to give one exception to that.
Although the EU is generally seen as a very
aggressive driving force behind the current
liberalisation negotiations, when we talked to the
European Commission about this issue of natural
resources and whether they should be included in the
negotiations on a sector by sector basis for full
liberalisation, we did get quite a sympathetic
hearing, and the European Commission, more or
less unilaterally, seemed to change the position of
the Union just before the Hong Kong ministerial,
which we were very happy about. But that only
applies to the sectoral part of the negotiations; it
does not apply to whether natural resources are
included in the sectors which are going to be
liberalised partially under the horizontal formula
and it does not apply to other European Union
proposals (for example, they would like to eliminate
export taxes from developing countries, which could
also have significant negative environmental
impacts) and it does not apply to its position on non-
tariff barriers. There is a certain lack of consistency
in its positioning as well, so I feel there is some
opportunity for pushing it in the right direction. We
also heard when we spoke to European Commission
officials in Brussels that they thought that the United
Kingdom was possibly one of the countries that
might try to revert to the original position on
sectoral negotiations and not oppose them. I do not
work very much with the UK Government myself—
a colleague has been doing that—and I do not know
the UK position on the sectoral issue, and I think it
would be very useful to investigate it further.

My Crompton: 1f we zoom out for a moment from
the details of the fairly arcane debates on particular
areas within the current negotiations, I see no sense
of a wrong turn political strategy about how the EU
or the UK intends to use international trade policy
to address the international challenges with which
we are increasingly confronted. How do we use it to
respond to a challenge that the emerging economies
present and their voracious demand for natural
resources? As far as I can see, there is no long-term,
10/15/20-year strategy about how we would want to
see and need to see an international multilateral
trading regime redirected to address those
challenges and by implication how we use those
opportunities that emerge now in order to move
strategically in that direction.

Ms Hall: That is one of the problems with its
Sustainability Impact Assessments: the European
Commission never uses them to change its
positioning and its approach to trade negotiations
themselves; it just causes mitigating or flanking
measures to be applied afterwards. It is quite happy
to move forward very rapidly with negotiations and
nobody knows what those flanking measures might
or might not be and whether they would work or not.

Q9 Mr Vaizey: Are the European Commission
sustainability impact assessments effective? Should
we be using more of them?

My Crompton: Certainly, in principle, the idea of
reviewing, of taking some ex ante assessment of the
impact of the liberalisation programme, is positive.
The issue again comes back to one of political will.
When those impact assessments reveal negative
environmental impacts, are they acted upon? What
are the processes for compiling and conducting
those assessments? Are they as transparent and as
inclusive as they might be? Are the parties that are
conducting those assessments as impartial as they
might be? There have been some notorious cases.
For example, the EU has hired European
consultants, one from Luxembourg, who conducted
an SIA in Latin America, and, as I understand it, the
person in charge could not even speak the local
language. That type of example, of the almost
colonial, if you like, use of SIAs, will do nothing to
build developing-country confidence that this is a
genuine move on the part of the EU to begin to take
steps which may not be in the European short-term
economic interest but which nonetheless represent
serious attempts to redress sustainable development
challenges.

Ms Hall: 1 do not follow the details of the SIAs
myself, but I think the SIA on forestry products has
in part been very useful but there are concerns about
the methodology that has been used with the SIAs.
I do not know the details but I could find out from
our Brussels office, who are following it, and
forward them to the Committee if you would find
that helpful.

Q10 Mr Vaizey: It sounds like you are in favour of
them in principle.
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Ms Hall: Yes, completely.

Q11 Mr Vaizey: Much more in partnership with
developing countries.

Ms Hall: Yes.

My Crompton: They have to be developing-country
driven and owned, I think. There are two sides to it.
On one side, trivially, European countries see the
European appetite for addressing environmental
issues as something that provides them with
negotiating capital. Irrespective of whether or not it
is a concern to them, it is something that the
Europeans want more than them, and there are a
whole load of things that they want in terms of
reform of agricultural trade or market access before
movement on the environment. There is certainly an
issue there about bargaining chips, but, over and
above that, there is legitimate and certainly very real
concern on the part of developing countries about
the misuse of the environment agenda to serve the
protectionist interests of a bloc like the EU, which
sees that it is increasingly narrowing its interest to
begin to batten down the market-access hatches
and non-tariff trade barriers and environmental
measures will—

Q12 Mr Vaizey: Presumably you would not support
environmental tariffs. Or, if you do support them in
principle, you would assume that would be opposed
by developing countries as another way for the
West to—

My Crompton: 1 think environmental tariffs are the
wrong end to start: they are the thorniest part of the
problem. I could certainly foresee cases in future
where, for example, free riders on multilateral
environment agreements like Kyoto should not be
afforded the same freedom on a level playing field as
countries which are taking action to address a
problem like climate change, which has economic
implications.

Ms Hall: Also there are some environmental issues
on the table in the WTO which are of concern to
developing countries and they have stated their
concerns. Their proposals seem to be being ignored.
I think there is a definite perception within the WTO
that the environment is a Northern issue and, when
it comes to their perspective, it somehow disappears
off the table. I think some genuine moves from the
European Union and other countries to look at
environmental issues in a global way, with
development concerns very much at the forefront of
the agenda, not commercial interests, could make a
huge difference to the way intergovernmental
relationships develop within or outside the World
Trade Organisation.

My Crompton: We often hear that it is not the
WTO’s job, but the WTO sets precedents in terms of
the concessions that it already affords to developing
countries. There is an example where, as a result of
international negotiations, there has been a decision
that the particular challenges that impoverished
countries face ought to afford them greater latitude
in the course of derogations from the trading
disciplines which are imposed on other developed
countries. The principle that a challenge like poverty

ought to be incorporated within international
trading regimes and the derogations from those
disciplines ought to be permitted in order to address
development challenges has already been conceded.
It seems to me to be no different in principle from
saying that similar derogations ought to be taken in
the course of addressing an international challenge
like climate change.

Q13 Mr Vaizey: The tone of your remarks appears
to be, perfectly understandably, enormous mistrust
from the developing world about the motives of the
developed world. In the World Wildlife Fund’s
memo you talk about the need “...to eliminate
complex and non-transparent non-tariff barriers
that can off-set benefits obtained by tariff
reductions.” Does that not slightly contradict the
environmental concerns such as eco-labels, which
could be seen as a non-tariff barrier?

My Crompton: 1 think the key words there are abut
transparency and predictability and dependability.
Certainly there are many non-tariff barriers which
represent far more efficient ways of addressing
environmental challenges from tariff barriers.

Q14 Mr Vaizey: Such as?

Mr Crompton: Like eco-labelling, like national
environmental standards. The important thing, of
course, is that those are transparent, predictable,
and—

Q15 Mr Vaizey: They might be quite a high hurdle
for developing nations.
My Crompton: Are you thinking of eco-labelling?

Q16 Mr Vaizey: Yes.

My Crompton: In the course of designing those it is
important that those legitimate developing country
concerns about the misappropriation of those non-
tariff trade barriers as protectionist instruments are
addressed. That requires their participation on the
course of putting the shape of those regulations
together. As we see it, there ought to be scope with
eco-labelling, for example, not simply to stamp a
label on something because it meets a certain
environmental standard but also flexibility within
that to recognise that a developing country may, for
example, be moving in the right direction but not
quite be there yet, but should still be able to avail
itself of some recognition of the fact that it has a
clear strategy and process for moving towards a
more environmentally benign means of production.

Q17 Mr Vaizey: You talked earlier about developing
countries not knowing what they were signing up to.
In the World Wildlife Fund you talk about the need
for technical and financial assistance packages to
help adapt international trade. Are you taking there
about packages to help people during negotiations?
My Crompton: Partly, yes. Of course this is a
recognition of the fact that many developing
countries do not have capacity to follow a plethora
of negotiations that may be ongoing in Geneva at
any one time. But, more than that, it refers back to
the conversation we just had about how we ensure
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the developmental concerns and interests are built in
from the start to the development of specific
regulations and specific sets of rules. I should
apologise for that to some extent, because it is stock
in trade, I think, for environmental NGOs to revert
to the need for more financial and technical
assistance. It is a bit of a get-out clause. The problem
is that when it comes to dismantling trade barriers it
is difficult. We struggle. It is one area where the
environmental and developmental goals do not
necessarily work in the same direction, where there
may be a genuine need on the part of a developing
country for increased market access but where that
may have a detrimental environmental impact.
That, to my mind, is the difficult end of the spectrum.
I prefer to focus on how we begin to work more
strategically and thoughtfully about those issues,
which were at the easier end of the spectrum, where
we can foresee a coincidence between developing-
country interest, for example, and environmental
need. We are not even seeing the political leadership
we would like from the EU on those issues. The
thornier issue of the pace at which we should be
dismantling trade barriers at the difficult end of the
spectrum, is something which should perhaps come
later.

Ms Hall: On the issue of capacity of developing
countries, it is not really just a financial issue, it is
about the pace and direction of the negotiations and
the complete inability of any one country, without
hundreds of trade negotiators, to have a clue what is
going on. In October last year, I was at a meeting
with some developing-country negotiators. One of
the Caribbean negotiators said that the only reason
his country was participating in the negotiations was
for damage-limitation purposes. That is quite
something for a government to say, when the alleged
purpose of this round of negotiations was to
promote development. A very important point I
would like to get across to you is that almost all the
civil society organisations that Friends of the Earth
works with—and we do prioritise working with
networks—think that if the negotiations go into
deadlock this month that will be a good thing for the
environment and a good thing for developing
countries because it will allow governments to stand
back and review what directions negotiations are
going in. I think there is also a related concern about
the way in which the negotiations are being dealt
with right now, where certain core issues have been
picked out for immediate attention in agriculture
and NAMA. Developing countries are concerned
that their issues are not there in that first set of
negotiations, that first level, and that if certain deals
are struck they will then lose their leverage in the
following negotiations and be progressively less and
less able to get what they want out of the
negotiations.

Q18 Colin Challen: If we go into some form of
deadlock, where Pascal Lamy commented that it is
in crisis, bilateral agreements will be made without
any of these protections and that will make it in the
long term even more difficult.

Ms Hall: That has been a major concern amongst
civil society organisations as well. Bilaterals are very
problematic. One of the good points about them is
that they are easier to get out of than the World
Trade Organisation if you are not happy with the
way things are progressing. One very interesting fact
that I had not realised until recently is that the US
fast-track negotiating authority, which is the reason
for the deadlines existing in the WTO at the moment,
also applies to bilaterals and regional trade
agreements in the case of the US. Obviously the EU
and Japan are separate cases. | think there is some
light at the end of the tunnel. There is also an
extremely interesting negotiation developing in
Latin America between many Latin American
countries. I think it will come to a head at a summit
that is being held in December. It is about a people’s
trade agreement rather than a free trade agreement,
where they are beginning to take a different
approach to the way they interact regionally on
trade and other issues. It will be interesting as well to
see how that develops and whether it sheds any new
light on the way that the European Union could be
operating with other countries.

Q19 Mr Vaizey: On agriculture, do the reforms
implemented by the EU on the Common
Agricultural Policy go any way towards encouraging
developing countries to take a more positive stance
on environmental negotiations? In terms of the
general argument about the need for developed
countries to open up their markets to developing
nations’ agriculture products, how does that square
with the current public debate about food miles in
the encouragement of us not to buy our food from
thousands of miles away?

Ms Hall: 1 think there are a couple of points to make.
In Friends of the Earth definitely we are opposed to
the export-led model of agriculture and see the
immense problems it is causing for subsistence
farmers in exporting countries. In that sense, we
think there is a real win-win opportunity here, in
terms of supporting subsistence farming and
reducing food miles by buying food locally in
countries around the world. We very much support
the general call for food sovereignty in different
countries. Another important point that I think it is
worth bringing to the table, because it is quite a new
one, relates to a recent research report from the
Carnegie Endowment for International Peace,
which focuses very much on the potential outcomes
and lack of outcome from the Doha negotiations.
They have done some quite complicated modelling,
where they have disaggregated the data more
extensively than other research reports have done.
They have found that certain developing countries
will lose under all potential scenarios for the Doha
negotiations and they have found that it really does
not make much difference whether industrialised
countries, the importing countries, are cutting their
tariffs. What is really going to make a difference is
whether developing countries are allowed to restrict
imports. On agriculture, that is the key issue. Of
course it is also at the heart of negotiations at the
moment because the G33 group of countries, led by
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the Philippines and Indonesia, for example, are
requesting that they be allowed to self-designate any
special products that they think are critical for their
small farmers and for rural development in general.
There is a real battle taking place, primarily between
the G33 and the US—which wants extensive
agricultural-market-opening in the developing
world and is basically being told by its lobbies
domestically that it cannot proceed with the
negotiations unless it gets that. The position that the
UK and the European Union take with respect to
the G33 proposal is also very important. I would say
it is a key developmental and environmental issue. It
is interesting to see that such an issue is actually at
the heart of the negotiations; it is not just a
commercial battle.

My Crompton: You have put your finger on a
difficult issue there, of the whole thing about market
access versus food miles, and of course there is no
easy answer. I have said this already but I will
reiterate it: in the short term those are problems
which we are not going to be able to grapple with
until greater confidence has been built, particularly
on the part of developing countries, that developed
countries, in blocs like the EU, are serious about
engaging international trade rules in a way which
begins to address challenges like climate change,
even where that may lead in a direction counter to
their short-term economic interest. In the short term,
therefore, I see the need to redress the current
imbalances in agricultural trade as being a sine qua
non for beginning then a more sophisticated
dialogue with developing countries about how trade
rules may be used to address those challenges. In the
longer term, with that political will, I think we do
need to begin to look at institutional solutions. The
balance you are talking about that needs to be struck
is between those cases where, if they exist—and, I do
not know, maybe they do not exist; maybe when we
look at the detail we do not find any—the poorest of
the poor developing countries, the least developed
countries, actually need export revenue from
agricultural goods in order to build their economies,
and where that contradicts or conflicts with
international goals to address climate change. That
is something that has to be addressed multilaterally,
at the interface between an international regime to
address climate change—so through the confidence
of the parties to Kyoto—and with WTO. It comes
back to our needing to foresee a time when the WTO
is solely reliant on the pursuit of its own agenda in
terms of the mercantilist perspective on the world
but is able to begin to draw on the expertise of bodies
like the confidence of the parties to Kyoto to strike
the balances, to make the concessions, where
necessary, for least developed countries to export
agricultural produce, albeit that that has climate
change implications, because that is in their
economic interests, whilst recognising that in the
cases of other countries the economic benefit that it
brings to them or the economic needs that they have
are not sufficiently weighty to justify the climate
change implications of growing their economies on
the premise of exporting natural resources or high
value agriculture produce.

Q20 Mr Caton: Can we move on to multilateral
environmental agreements. WWF argues for greater
involvement of MEAs in the WTO process.
However, at the same time you say that the WTO
should not be involved in the implementation of
existing MEAs or the negotiation of future MEAs.
Could it not be argued that the greater involvement
of the WTOs in MEAs would help form the kind of
coherent policy that you have argued for?

My Crompton: 1 think you suggest that there is a
contradiction I should clarify. We are not suggesting
that MEAs should be involved in WTO rule making.
We are suggesting that the WTO has a clear area of
expertise and that is not environmental; that MEAs
have a clear area of expertise and that is
environmental. We need a system to recognise that
there are some decisions which need to be taken
which fall outside the proper purview of the WTO
and which the WTO should therefore refer to MEA
secretariats. As 1 was suggesting, there are
precedents already for the WTO deferring certain
decisions (standard setting, for example) to
international bodies.

Ms Hall: Friends of the Earth has a publication on
this issue. We looked at the potential institutions
where discussions about trade and MEAs and
disputes over specific MEAs could take place and
you might find it quite interesting to read it. We
found, in relation to the debate, that it would be
better if it came out of the World Trade
Organisation and went to the International Court of
Justice or the UN’s International Law Commission,
and, in the case of disputes over specific MEAs, we
found also that the ICJ would be an appropriate
body or the Permanent Court of Arbitration. So
there are some practical alternatives available.

Q21 Mr Caton: That brings me nicely on to my next
question, which is about disputes. WWF stated in
their evidence that there is a tension of jurisdiction
between MEAs and the WTO. I suspect that is the
line of the document you are talking about.
However, we have heard arguments that the Dispute
Settlement Body has been able to reach satisfactory
compromises between environmental concerns and
the WTO. Do you not accept that?

Ms Hall: 1t is a grey area. In relation to the dispute
between the US and Europe over genetically
modified food imports, for example, it is true that
the final report that came out was nuanced in certain
ways and was not really questioning the right of the
European Union to have these regulations in the first
place. It was rather questioning the ways in which
they were implemented but at the same time it did
not defer to anything that had been agreed in the
Convention on Biological Diversity and the
Biosafety Protocol—so it was not black and white.
The way in which we approached our assessment of
the different potential institutions was to look at the
level of expertise they had on environmental issues
and also to look at the potential for governments
with particular political interests to influence the
course of debate. We went for the most neutral
options, and found that in the World Trade
Organisation, because of the nature of the way that
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the deals are struck, and the single undertaking, you
are always giving in one area and getting in another
area, which is not really the best way of developing
international law.

My Crompton: There is the issue, of course, of the
existing rules and how they interact with one
another. There is also the so-called chill effect, the
impact that the spectre of the WTO in its approach
to environmental issues throws over the
development of new environmental agreements and
the interpretation of existing ones. I was speaking a
while ago to an American who is closely involved in
negotiating the CITES agreement, the MEA which
governs trade in endangered species. They said they
could not foresee an MEA like that being negotiated
today, given the current climate in terms of
multilateral trade rules. There is an unseen impact
here, which is what does not happen as a result of the
failure to reconcile this tension of jurisdiction.

Q22 Mr Caton: You have already made clear that
you are not over-impressed with the functioning of
the WTO Committee on Trade and Environment.
Do you think there is any chance of it eventually
successfully addressing this issue of the relationship
between WTOs and MEAs?

My Crompton: The current mandate precludes that.
The current negotiating mandate, for example,
precludes any agreement which would deal with this
thorny issue of non parties. When a non party to an
MEA, like the Kyoto Protocol, for example, suffered
some sort of trade discrimination on the basis
perhaps of redressing the economic benefit it may get
from not signing up to a protocol like that, the
current agreement would say nothing about where a
dispute that was brought under those terms would
stand under current trade rules. That, of course, is
the nub of the issue. It is the reason that was
sidelined in the course of crafting the current
negotiating mandate. In terms of immediate
negotiations, the answer is no. In the longer term, I
come back to this point, as I see it, that we need to
build that confidence and build that political will
and we need developed countries to demonstrate
that they can seriously take steps to address
environmental concerns, even where that is not in
their immediate economic interests. Until we do
that, I think we can look forward to the CTE sitting
around in as stagnant an atmosphere as it seems to
be in at the moment.

Ms Hall: There is an issue as well, which I think you
touched on in your initial question and the WWF in
their evidence, about the participation of the MEAs
in the Committee on Trade and Environment. I
think that is an example of how poorly it is working,
in that people from the MEA secretariats are almost
never invited to participate in the discussions, and
when they do, they have to sit there until the end of
the session and then make a final comment, so, even
if they can get into the room, they feel they are not
able to participate properly in the negotiations and
that is no way to proceed at all. In answer to your
question: theoretically, yes, maybe the CTE could at
some point in time reach some resolution, but there

is no evidence to indicate that that is going to happen
in the absence of a real overhaul of our multilateral
trade institutions.

My Crompton: That is an illustration of the farcical
lack of coherence at the moment that you have
between these two jurisdictions: the WTO is
negotiating on the relationship between the WTO
and MEAs, and MEAs, by and large, are not
allowed in the room.

Q23 Mr Caton: You say that ultimately we need a
single international body to consider trade and
sustainable development. In reality, do you not
think we are likely to continue to have a trade
association balanced by MEAs for the foreseeable
future?

My Crompton: Are you referring there to something
the WWF said?

Q24 Mr Caton: I am not sure. One of you said that.
Ms Hall: 1 do not think we said that.

Q25 Mr Caton: Someone is claiming you did.

My Crompton: We envisage, as | have said, the
increase in capacity to be able to draw on the
expertise of those international organisations which
have environmental or developmental concerns at
the core of what they are about and to delegate
certain decisions from the WTO to those. Yes, I
believe we need an organisation which governs
multilateral trading relations and I believe that
organisation should focus narrowly on the
implementation of that set of rules. But, when it
comes to the interface between those rules and
environmental or developmental concerns, there is a
need for more input. It simply does not work that the
arbiters of where these balances are struck between
developmental, environmental and economic things
are solely trade laws, in terms of the ultimate
recourse of the WTO dispute settlement process.
There needs to be a reference and an input from
alternative institutions. Whether those fit together
ultimately through the auspices of some sort of UN
agency which has oversight of both, is to my mind an
open question and one for the longer term, but it is
clear to me that in the short term we need to be
seizing the opportunities we have in the current
round to be able to build the precedence for that type
of engagement from organisations with the expertise
that we need.

Ms Hall: 1 think the debate has to be moved outside
the World Trade Organisation but whether it is an
institution or some kind of forum for discussion is
up for further discussion basically.

Q26 Mr Caton: Can we move on to bilateral
agreements. It is alleged in a report by the WWF on
the sustainability of bilateral fisheries agreements
between the EU and West African countries that it
“ ..seems questionable whether these new
agreements are indeed moving towards
sustainability”. Can you expand on that? If that is
the case, is that symptomatic of other bilateral trade
agreements?
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My Crompton: 1 cannot, I am afraid. We have
somebody who specialises specifically in fisheries
agreements. I do not know, is there provision for my
taking the question and giving you a written answer?
Colin Challen: Certainly.

Q27 Mr Caton: We would be very grateful for that.
This is not necessarily fisheries, but do you feel
bilateral trade agreements have improved in their
sustainability in recent years?

Ms Hall: 1 do not work specifically on the issue
myself at the moment, although it is going up our
internal agenda, but I do work with colleagues who
focus very much on Dbilateral agreements,
particularly between the US and Latin America, and
the US and various Asian countries, and I have
heard nothing that would indicate that—and
possibly the opposite, that, as the US, for example,
sees that it is not getting what it wants in the World
Trade Organisation on issues such as foreign direct
investment and intellectual property rights, it is
probably upping the ante in the bilaterals and
regional trade agreements.

My Crompton: To return to my theme of seizing
those precedents where they arise at the moment, the
EU is in the course of opening negotiations for a
framework agreement with China. This is not a
formal trade negotiation but it will set the
framework over which trading relations and indeed
investment relations between the EU and China will
evolve in the coming years. There would seem to be
an opportunity for the EU again to begin to
substantiate some of its assertions on the part of the
importance it gives to sustainable development. One
example would be that we would like to see that used
as a means to reach a common market for energy
efficient goods. Some Chinese producers of white
goods produce energy efficient goods for which they
do not have full access to the European markets
because of tariff access restrictions to the EU. Here
would be an example where the EU could take a step
which demonstrated the importance that it attached
to using trade rules in order to promote, in this case,
the emergence of more sustainable business in
China, which is in all our interests. Because it is a
bilateral agreement, the EU has far more latitude
clearly to be pursuing that type of outcome than it
does in the context of a multilateral negotiation.

Q28 Mr Caton: Do you see this problem of
sustainability in bilateral agreements impairing the
incorporation of sustainability into multilateral
agreements?

Ms Hall: 1 do not quite understand the question.

Q29 Mr Caton: If you have a bilateral agreement
that does not have sustainability or adequate
sustainability built into it, when you come to a
multilateral agreement is there any evidence that
that impairs or lowers the standard for the
multilateral?

Ms Hall: T do not think it is an issue that has arisen,
to the best of my knowledge.

My Crompton: 1 do not know. There is a more
general point there which is, were a country to take
a more progressive precedent in the course of
negotiating a bilateral agreement, it would be
difficult for it to retreat from a similar level of
ambition when it was subsequently engaging in a
multilateral agreement.

Ms Hall: Maybe you could make a comparison with

developmental bilateral agreements and the
Cotonou agreement and how it has been
transformed into the Economic Partnership

Agreements. Almost the opposite has happened,
where there were bilateral or inter-regional
agreements with the EU and the ACP countries
which were focused on development, which have
now, because of the strength of the multilateral
trading system and the dominance of the free trade
agenda, been transformed into trading agreements
which the developing countries are much less
happy about.

My Crompton: You might want to ask Richard
Tarosofsky that question in the next session.

Q30 Colin Challen: Very well. I have one last
question. In tackling climate change the World Bank
has said that globally we should be investing
something like $300 billion a year up until 2030 in
clean air technologies. Do you see the WTO as being
an organisation that is fit for purpose to deliver that
or to enhance our delivery of that level of
investment?

My Crompton: No.

Q31 Colin Challen: Is there a particular barrier
which you can identify?

Mr Crompton: To my mind it comes back to this
same issue of how we use international trade
instruments in order to encourage trade in the right
type of goods and services. At the moment, the
debate about what the right type of goods and
services might be from a climate change perspective
is not one which impacts at any level as far as I can
see in WTO negotiations. One area where it could be
rehearsed is of course on the negotiations on
environmental goods and services. As long as we
adhere to what I have portrayed as being quite a
naifve approach of simply coming up with a list of
goods and services which may have environmental
benefit, that does not set the precedent we need in
terms of thinking in a more sophisticated way about
how we move to a low carbon economy, and what
that would look like in terms of the types of goods
and services that we promote, the trade and
investment regimes that we use to promote them and
where we strike the balances on issues like the one Ed
raised about food miles and the export interest of
agricultural economies.

Ms Hall: My answer, for the moment anyway, is no
as well, primarily because I see the WTO moving in
the opposite direction at the moment, where the
liberalisation of energy services is very high on the
GATS agenda and oil has been tabled as a sector
for complete liberalisation by the United Arab
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Emirates, so they are really thinking about
commercial trade in non-environmentally friendly
energy sources.

Q32 Colin Challen: A “low carbon economy” is not
tripping off the lips of all the people—
Ms Hall: They may not have heard that phrase.

Q33 Colin Challen: They are not aware of it?

Ms Hall: They may not have heard that phrase.
My Crompton: There is a really important inversion
here as well of the normal perception, that NGOs
like my own are to some extent responsible for, that
the WTO in its rule making is all bad for the
environment. I prefer to take amore agnostic
perspective on whether or not liberalisation is good

or bad, but say: How do we put that type of need,
how do we put addressing those types of challenges
at the heart of the decision-making process? Rather
than building that set of rules around the imperative
to increase market access or to reduce subsidies, we
are saying: How do we use these intelligently, as
tools which move us in the right direction towards a
low carbon economy? How, therefore, do we
interpret and apply that rule-making process in a
positive way, as one of a set of tools that we have in
terms of the international rule making to begin to
address global challenges which we face commonly?
At the moment, we are a very long way off.

Colin Challen: We have come to the end of this part
of the session. I would like to thank you both very
much for getting us off to a very good start in this
inquiry.

Memorandum submitted by Chatham House

1. BACKGROUND

1. Chatham House is one of the world’s leading organisations for the analysis of international issues,
aiming to help individuals and organisations to be at the forefront of developments in an ever-changing and
increasingly complex world. The Energy, Environment and Development Programme (EEDP), the largest
of Chatham House’s ten research areas, works with business, government, academic and NGO experts to
carry out and publish research and stimulate debate on international issues in the following areas:
international governance of environment and development, energy—security and development, and
business and sustainable development.

2. The EEDP has been engaged in the debate around WTO and sustainable development for more than
a decade. The research has focussed on several aspects, including the interface between multilateral
environmental agreements and WTO rules, intellectual property right, and dispute settlement.* Other
related research has been on specific instances of trade and development policy, such as illegal logging,*
biotechnology,*! and climate change.*> In addition, the Programme has hosted a steady stream of
conference, workshops, and working group meetings around these issues.

3. The submission that follows, which attempts to respond to some of the Subcommittee’s agenda—is
based on this cumulative experience. Chatham House never expresses a corporate opinion on any issue—
therefore, the views outlined below are personal to the author.

2. To WHAT EXTENT SHOULD THE WTO PrRoCESs ENCOMPASS ENVIRONMENTAL CONSIDERATIONS?

4. The GATT/WTO process has been grappling with environmental considerations for decades. The
environmental exception to the GATT trade disciplines found in Article XX(b) and XX(g) trace their origins
back to the failed negotiations of the International Trade Organization. In 1971, the GATT created the
Committee on Environmental Measures and International Trade, which did not meet until 1991. During
the 1980s, there were several disputes around fishing, which had implications for environmental policy, but
it was the infamous Tuna Dolphin dispute in 1991 that lead to a more concerted effort for the international
trade policy to take on board environmental considerations.

5. The result of the Uruguay Round negotiations included references to the environment in several
Agreements, including the Agreement Establishing the WTO, Agreement on Technical Barriers to Trade
(TBT), Agreement on Sanitary and Phytosanitary Measures (SPS), and the Agreement on Government
Procurement. In addition, the Committee on Trade and Environment (CTE) was established, with a wide-
ranging mandate that was intended, inter alia, to make recommendations on modifying the multilateral
trading system. So far, however, the CTE has not lived up to its promise. It has failed to reach consensus
on any major policy recommendations.

¥ For examples of recent publications, see http://www.chathamhouse.org.uk/pdf/research/sdp/DecOSWTO.pdf, http://
www.chathamhouse.org.uk/pdf/research/sdp/R-WTOdisputes.pdf, and http://www.chathamhouse.org.uk/pdf/research/sdp/
Next%20trade%20war%20GM%20%20CP%20&%620WTO0%20Brack%20et%20al%20Sept%62003.pdf

40 See www.illegal-logging.info

41 See http://www.chathamhouse.org.uk/pdf/research/sdp/BP0306cartagena.pdf

4 See http://www.chathamhouse.org.uk/pdf/research/sdp/KyotoWTOdec05.doc
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6. Although the Doha Development Agenda (DDA) contains several references to environment,** none
of these negotiations appear to be making any progress. The main area of contention—agriculture—is an
activity that has profound implications for the environment, and yet the environmental aspects are almost
completely ignored in that stream of negotiations. Furthermore, most of the environmental issues on the
DDA are there as a result of demands from developed countries—mainly the European Communities,
Norway, Canada, and Switzerland. Many developing country trade negotiators remain deeply suspicious
of these demands, out of fears that environmental provisions will be used as cover for protectionist trade
policy. This is in contrast to international environmental processes, where developing country officials are
often in the forefront of demanding trade measures in support of environmental objectives.**

7. The WTO’s political process should be contrasted with the judicial process in the WTO. The creation
of the WTO Dispute Settlement Body (DSB), especially the Appellate Body, has lead to a set of rulings that
are legally robust and which create effective balances between trade liberalisation and environmental
protection. Most of these cases have been around the interpretation of GATT Article XX,* but also the
TBT* and SPS Agreements.*’

8. It would appear that well considered legalistic approaches offer the best way, at present, for the WTO
to come to grips with many environmental considerations. Any efforts to modify the dispute settlement
process in the WTO should take care not to jeopardise this important function that the WTO DSB has
shown itself capable of handling. However, the limits of the WTO DSB should also be noted. There is no
formal stare decisis, which means that their rulings do not create full predictability. In addition, the WTO
DSB has yet to consider a full clash of international rules—ie between the WTO and another body of
international law. In such a case, its primary task of upholding WTO law may cause it to infringe on other
rules of international law, which would be highly undesirable for the international legal system.

9. The political process within the WTO, however, shows little promise of being able to reach consensus
on meaningful and proactive ways to create synergies between trade and environment. More progress
appears possible in the more specific international processes, such as multilateral environmental agreements
or agreements to control trade in natural resources (eg fish and timber).

10. Nonetheless, the uncertainty caused by a lack of agreement in the WTO on environmental issues does
create wider policy instability. Until there is greater legal certainty at the WTO, international policies on
trade and environment will remain sub-optimal. The development and application of these policies will
remain inconsistent and will therefore not create a sustainable and clear basis for action that meets
environmental objectives. After all, as the current WTO Director General, Pascal Lamy has recently stated,
“sustainable development is itself the end-goal of this institution.”*

3. WHAT COORDINATION IS THERE BETWEEN THE WTO PROCESS AND INTERNATIONAL ENVIRONMENTAL
AGREEMENTS PROCESSES, SUCH AS KyoTo AND FLEGT?

11. There are no formal mechanisms to coordinate between WTO processes and the processes around
multilateral environmental agreements and natural resources, such as FLEGT. Coordination is left to
individual governments to ensure consistency of approaches. However, joined-up government is extremely
hard to achieve in most areas, including on trade and environment, where there is a traditional asymmetry
of influence as between trade and environment ministers. The result is that the same countries often say
opposing things in different international fora.

12. It should also be noted that international environmental processes tend to be fairly open, whereby
NGOs, private sector and international organisations can participate. Indeed, the WTO is a regular observer
and participant in most of these negotiations. However, despite recent improvements, the WTO remains a
relatively closed negotiation process, with limited input from other international organisations and no input
from NGOs and the private sector. This inhibits coordination of rules and policies, as well as the creation
of positive synergies.

4. CONCLUSIONS RECOMMENDATIONS

13. The current DDA negotiations are imperfect in many ways and are unlikely to achieve positive results
for the environment. However, at the very minimum, the results should not any provisions that undermine
the ability of policy makers to take legitimate and necessary trade measures to achieve environmental
objectives. A more positive result would be a political endorsement of the principles established by the DSB
in its recent cases on trade and environment.

43 Eg Paragraphs 19, 31, and 51.

4 Eg Cartagena Protocol on Biosafety.

4 Eg United States—Import Prohibition of Certain Shrimp and Shrimp Products, and United States—Standards for
Reformulated and Conventional Gasoline.

46 European Communities—Measures affecting asbestos and asbestos-containing products.

47 Measures affecting livestock and meat (Hormones).

4 Speech given at WTO symposium on Trade and sustainable Development within the framework of paragraph 51 of the Doha
Ministerial Declaration, http://www.wto.org/English/news_e/sppl_e/sppl07_e.htm



Environmental Audit Committee: Evidence Ev 27

14. In addition, the WTO process for considering environmental issues ought to be improved. This is
recognised by the inclusion in the DDA negotiations an item on granting observer status to other
international organisations. These negotiations are currently bogged down for reasons that have little to do
with the environment. Efforts to resolve this should be redoubled, but more fundamentally, the WTO
process ought to be more transparent and participatory than it is. This will enhance the WTO’s credibility
and create more coherent international policymaking.

15. However, substantive approaches that are wider and deeper that the DDA mandate permits are
needed to ensure a positive relationship between the WTO and MEAs. Governments need to consider a
negotiation venue—possibly outside the WTO, or at least not limited to the WTO—in which the issues can

be addressed in a credible fashion that leads to long term solutions.

16. The elements of such a solution include:

— Application of the principle of complementarity of treaties—based on the principle of cumulation,
the flexibilities inherent in the governing treaties should be used to maximise complementarities to
ensure that all obligations can be complied with concurrently.

— The creation of a division of labour based on respective core competencies. MEAs should have
the latitude to develop appropriate trade measures as part of a broader package of environmental,
financial and technical measures. WTO has a role to play in encouraging market access and
preventing abusive trade protectionism. There would need to be a strengthening—politically—of
the competence and capacity of specialist environmental institutions to establish trade measures
that are supportive of achieving their environmental objectives.

— The establishment of a Neutral adjudicative forum—in cases of conflict, ie where fulfilling one
treaty obligation would mean violating another, adjudication should take place in a neutral forum,
such as the International Court of Justice, which is not by its nature, beholden to any one legal

regime.

June 2006

Witness: Mr Richard Tarasofsky, Head, Energy, Environment and Development Programme, Chatham

House, gave evidence.

Q34 Colin Challen: Good morning, Richard. It is
good to see you here. I have to say I had a very
pleasant visit to Chatham House last week for a
climate change conference, which was very
rewarding, so a great welcome to you. Could I ask
you just to start off perhaps by giving us a general
overall assessment of the impact of international
trade liberalisation on the environment.

My Tarasofsky: 1 think, like one of the previous
speakers, it is important to take a nuanced approach
to the impact of trade liberalisation on the
environment. It really depends on the context in
which the trade is taking place. Of course, increased
trade can put pressure and often does put pressure
on the environment: it intensifies use of natural
resources, the building of new infrastructure has
environmental consequences, there is a greater
chance of oil spills in the ocean, that kind of thing.
At the same time, of course, trade liberalisation can
create new markets for sustainably produced
products and thereby create incentives for
production that is more environmentally friendly.
On a more general level, to the extent that trade
liberalisation increases general welfare and to the
extent that poverty is a significant threat to the
environment, particularly in the developing world,
which is something I believe quite strongly, then
trade liberalisation can create new opportunities for
addressing environmental challenges. It is also
important to recognise that there are win-wins that
can be identified as between trade liberalisation and
environmental gains. I am thinking here particularly
of the negotiations on fisheries subsidies; to the
extent that subsidies in the fisheries sector can be

eliminated then some of the perverse incentives for
over-fishing can also be eliminated. As against that,
it is also important to note that, to the extent that
trade liberalisation deepens, there is a political
context that is strengthened whereby it is more
difficult perhaps to create exceptions to trade
liberalisation; in other words, trade-related
environmental measures which are then
characterised as barriers to trade. That is not always
a constructive debate to have, but I think at the end
of the day it is important not to be dogmatic about
this. I was quite pleased to hear Pascal Lamy a few
months ago state quite categorically that trade is not
an end in itself. The purpose of the WTO, indeed, in
his view, was the achievement of sustainable
development, and I think that wider context, that
more long-term approach, is what is needed in
assessing the relationship between the two.

Q35 Colin Challen: Do you think that positive
assessment is actually being translated in practice on
the ground? This Committee—and I have been on it
for five or six years—has heard a lot of evidence
about the degradation of the environment through
particularly unsustainable timber and a whole range
of other things. We have a lot of high-level, high-
flown political talk about the benefits of trade, but
on the ground some of this stuff and some of the
rules do not even get close to the deforestation
argument, for example. What is your take on that?
Mr Tarasofsky: 1 would fully agree that there has
been relatively little evidence that the trend towards
trade liberalisation has had concrete positive
impacts on the environment. I think there are
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perhaps three reasons for that. One is that there is a
lack of certainty as to the rules, the regulatory
framework. I think the procedures for decision-
making are inadequate, and also there is a lack of
political will to maximise the gains that could be
achieved through trade liberalisation.

Q36 Colin Challen: Looking at the WTO, I think you
have stated that an effective balance between
liberalisation and environmental protection has
been reached within the WTO’s Dispute Settlement
Body but we have had conflicting evidence on this.
Could I ask you if it is not simply the case that we
have not really seen enough disputes yet being
determined to tell whether the balance is right?

My Tarasofsky: 1 am not sure that the number of
disputes is really going to be the best indicator. Of
course, to the extent that a trend can be identified,
then yes, that could be the case, but it is important
to remember that the WTO Dispute Settlement
Body does not operate under the principle of stare
decisis. When the Appellate Body takes a decision,
interprets the WTO agreements in a particular way,
there is nothing in principle for stopping the same
body from taking a different view the next time. Of
course, that is not something that they would do
lightly but legally speaking, there is no rule of
precedence as one has in English law.

Q37 Colin Challen: So future rulings could be quite
different from previous rulings.

My Tarasofsky: Absolutely, which is why I think
that although there have been some very interesting
decisions on the relationship between trade and
environment in the WTO in recent years—I am
thinking about the Shrimp/Turtle case, for
example—a truly sustainable solution, one which
sends long-term signals, which allows for greater
certainty, will have to be a political decision rather
than a judicial one.

Q38 Colin Challen: Is the Dispute Settlement Body
subject to or could it be subject to, shall we say,
ulterior influences? A parallel example might be the
International Whaling Commission, where Japan
allegedly is able to buy off countries who allegedly
do not even have a coastline with investment or
whatever and you get delegates turning up at the last
minute to vote the right way. Could a similar kind of
situation develop in this structure?

My Tarasofsky: 1 have never heard any allegations
of impropriety among the WTO Appellate Body
members. As far as [ know, the people elected to the
body are people of the highest integrity and they take
their jobs extremely seriously.

Q39 Colin Challen: As is everybody on the
International Whaling Commission and the
Olympic Commission and the other commissions
that we have.

My Tarasofsky: Yes, but I think one is perhaps more
prone to have that kind of situation in a political
decision-making body, like the commissions which
you have just referred to, than a judicial body. It is
also important to note that the way the WTO

dispute settlement process works is that it is not just
in the hands of the panel members or the Appellate
Body members themselves. The secretariat also hasa
strong involvement in providing the tools, the basic
analysis, which the panel members and the
Appellate Body members can use. Of course, I am
not saying that the process is completely immune
from corruption or from ulterior motives, as you
say, but I would have thought that it would be quite
difficult for that kind of agenda to be implemented
without someone noticing, without someone
making a fuss. The decisions, as I am sure
Committee members well know, tend to not just be
short documents. They are full of quite detailed,
complicated and rigorous legal reasoning. As I say,
it is quite difficult, I would have thought, to derive an
ulterior political motive through that kind of
process.

Q40 Colin Challen: If a ruling of the DSB was in
contravention of an MEA, what might be the
consequences of that?

My Tarasofsky: 1 think it would be very bad for the
WTO itself and very bad for the MEA. One other
thing occurred to me in response to your last
question. The best check against corruption or the
hijacking of a process by a political agenda is
transparency. The WTO Appellate Body has taken
some steps towards making the process more
transparent. For example, by permitting the
submission of amicus curiae briefs from non-parties
or NGOs. That said, the process is still not
transparent in the sense that one would recognise in
English courts or even at the International Court of
Justice. Therefore, the general public can only really
rely on the written record and that is a flaw in the
dispute settlement process which ought to be
addressed. I do not think that we will see a scenario
where a WTO dispute panel or the Appellate Body
would rule that an MEA itself is illegal. I think that
that would be beyond the scope of such a body, but
it is possible for the WTO Dispute Settlement Body
to rule that the implementation measure of an MEA,
whether that is a specific or non-specific measure,
does contravene WTO law, and that of course,
would create a crisis of confidence in the system, one
where it is not readily apparent that the tools are in
place for a constructive salvaging of that situation. I
think that would be a severe problem for the WTO,
especially at a time when, as you noted earlier, the
overall negotiations are in crisis. Nonetheless, I
would not want to say that the damage would only
be at the WTO end. We heard earlier testimony that
there is a chill effect on negotiators in the
environmental field out of fear of what the WTO
might rule in relation to trade measures that they are
contemplating. No doubt a WTO ruling of the
nature that you indicated would contribute to that
chill effect and that would indeed be a serious
problem that would need to be corrected.

Q41 Mr Vaizey: Could you talk a bit about the
Committee for Trade and Environment, which I
think you say has not lived up to its promise?
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Mr Tarasofsky: It has not, because if one goes back to
the original mandate, it is quite clear that it was fully
within the remit of the Committee to come up with
recommendations on reforming the multilateral
trading system. Throughout its existence it has done
nothing of the sort. The most far reaching conclusion
it ever reached was a long time ago, back in its 1996
report, and that report was only adopted after it was
agreed that nothing in the report alters the balance of
rights and responsibilities in the WTO, but the report
does say that where there is a dispute between an MEA
and the WTO that parties to the MEA should consider
taking the dispute to the MEA before the WTO. That
is the strongest it has ever reached in terms of coming
up with a clear message. So the mandate is there, it still
exists as a mandate, because it has not been changed.
Presumably, once the Doha Round is completed or
collapses, there is the legal possibility to simply
continue those discussions, but the political will
is absent in terms of coming up with concrete
recommendations.

Q42 Mr Vaizey: So the mechanism is there; it is just not
being used properly.

Mr Tarasofsky: The mechanism is there. I think itis an
imperfect mechanism because it is not as transparent
and as participatory as it ought to be considering the
issues that it is dealing with. So there is not a full,
meaningful dialogue between the environmental
institutions and the WTO in the negotiations. The
MEA information sessions, as they are called, are
really one-off events that do not seem to permeate into
the deliberations of the WTO in any observable way.
The other thing to note is that many of the really
difficult, controversial issues related to the
environment are not even addressed in the Committee
on Trade and Environment. One sees them, or rather
one reads of them, being debated in the Committee on
sanitary and phytosanitary measures or in the
Technical Barriers to Trade Committee as a result of
notifications that relate to the remit of those
committees but also have environmental implications.
So those are where the real debates are happening.
Those committees of course are even less transparent
and absolutely not participatory as compared to the
Committee on Trade and Environment. So the
mechanism is there, yes. It is a flawed mechanism and,
as you say, it has not been used nearly to the effect that
it ought to be used.

Q43 Mr Caton: If we could move on to the Doha
negotiations, you have said developing countries are
deeply suspicious that demands to introduce
environmental provisions are actually cover for
protectionist policies. How do we set about engaging
the developing countries to move forward the
environmental agenda?

My Tarasofsky: 1 think there is a lot of confidence
building to do here and that does involve addressing
the imbalances in the agricultural sector. Of course,
that is not the end of the story. I do not think that once
agreement is reached on agricultural tariffs and
subsidies in this round that that should be the end of
the discussions on agriculture and the relationship to
the environment, but I think that the developed

countries need to show their bona fides more to the
developing country negotiators. It is a tough nut to
crack though, I am the first to admit, because the
developing countries themselves are not always unified
in their approach to these issues. One finds, for
example, that in the context of a multilateral
environmental agreement, such as the Cartagena
Protocol on Biosafety, that it is developing countries
that were pushing for trade restrictions and it was
developed countries who were resistant. One finds
similar dynamics in the Convention on International
Trade in Endangered Species of Wild Fauna and
Flora, where it is again often developing countries who
are asking for trade restrictions because they know
that they do not have the capacity to control the trade
themselves without having the importers also
establishing trade barriers, and yet those, of course,
tend to be staffed by the environmental ministry, so the
negotiators are different in many cases than the ones
who appear in the WTO, representing their interests in
the WTO often in a less than joined-up manner. So
clearly, capacity building to enable more joined-up
government, more integrated approaches to policy
making, is an important piece of the puzzle. The last
thing I would say follows on from the examples I just
gave. To the extent that there is greater inter-
institutional co-operation and meaningful interaction
in relation to policy making on trade and environment,
then developing countries and developed countries will
be able to negotiate more meaningfully with one
another, so that you do not end up with the perhaps
bizarre case where that can happen in the WTO where,
say, environmental demands are traded off against
something completely unrelated to environment—eg
textiles or something else. That is the nature of a single
undertaking, but if you had a more integrated
approach, then you could have a more substantial
negotiation, more substantial and more substantive
negotiation, whereby the bargaining is more rational
and more directed to the actual problems.

Q44 Mr Caton: Going back to the first part of your
answer, would you say that the most significant factor
in this distrust that is clearly there is the position of the
United States and the European Union on agricultural
subsidies? If there were movement on that, do you
think that we would get the engagement on the
environmental issues?

Mr Tarasofsky: Of course, the bargaining would have
to be structured in a way to enable the outcome that
you just referred to, so to the extent, for example, that
the EU in making concessions on agriculture is able to
perhaps pocket potential concessions on environment,
then yes, one could imagine an outcome like that. I do
not know the extent to which that kind of discussion is
actually taking place in Geneva or even within the
European Commission but that said, it is also quite
evident that until agriculture moves, nothing else is
going to move on the agenda. It is difficult to imagine
any scenario other than that.

Q45 Mr Caton: The lack of progress within the WTO
on trade and environmental issues has led you, I
believe, and others to suggest that a new body be
created to consider these issues. What form would that
body take?
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Mr Tarasofsky: 1 think ideally that body ought to have
three functions. One would be the analysis of the
problem. I am thinking here of, for example, the
Intergovernmental Panel on Climate Change, a
scientific body set up to enhance international
understanding of the problem of climate change and to
feed that into the policy-making process. I think there
is a lot more analysis and fact finding that needs to take
place on the very complex relationship between trade
liberalisation and the environment. Secondly, the body
would need to develop recommendations for policy-
making, and I am saying that very cautiously because
I am not suggesting that we create a brand new
institution that is going to make all the decisions on
trade and environment. I envisage a more realistic
scenario whereby a body can make recommendations
to the more specialised agencies that relate to their
competencies, so the WTO in relation to eliminating
economic and trade protectionism, and MEAs in the
development of their trade agenda that promotes their
objectives. So, while I think the second function is
related to policy-making, I do not envisage that body
taking the decisions itself. The third function is dispute
settlement. There will be cases where conflicts will
arise. The WTO Dispute Settlement Body, as robust
and in many ways constructive as it has been, is really
there to apply WTO law. It is not there to interpret or
apply the law of other international treaties, and in fact
it even said that in a recent case relating to soft drinks.
So there is a gap.There is not yet a place where there is
a sufficient mandate or sufficient trust to resolve
disputes relating to trade and environment. In
principle, legally speaking, the International Court of
Justice could be that body but the trade negotiators
have always resisted assigning the ICJ with a mandate
to deal with trade disputes, which is why, going back
to the earliest days of the GATT, there was a notion
that disputes over the GATT will be settled within the
GATT. The Appellate Body was created specifically
because it was more credible to that policy community
than having disputes go to the International Court of
Justice. But I think those three functions are the
essential ingredients to an institution or some network
of institutions which ought to be at the interface of
trade and environment.

Q46 Mr Caton: Why do you think the WTO process is
so secretive, and how do we create greater openness?

Mr Tarasofsky: 1 suppose it is so secretive because of
the commercial implications of those negotiations, and
I imagine if one drills down one could find all kinds of
other reasons that relate to that. For example, there are
reported to be instances where governments are willing
to concede on issues where there are strong domestic
lobbies pushing them to go in a different direction. So
governments would not want to perhaps be open or
would not want it to be well known the extent to which
they are perhaps not pursuing certain domestic
interests or not favouring other interests. I think that
the commercial element explains a lot of the way the
WTO works. I think also habit explains a lot of the

way the WTO works. It was an organisation that was
founded back in a time when there was less
transparency in these kinds of discussions. So there is,
I think, a momentum that is generated through that
kind of legacy. I do not think that is justified in today’s
world. I think if one looks at the way the WTO has
evolved over the last 10 years, it has become more
open. If you look at the situation back in 1995, it is
really night and day compared to the situation today.
Many documents are freely available on the internet
which were considered restricted documents 10 years
ago. Nonetheless, I think in today’s world there is no
legitimate reason why UN negotiations on security
matters, for example, should be more open than
negotiations relating to trade interests, especially if one
adopts the perspective of Pascal Lamy that trade is not
an end in itself; it is always meant to be in pursuit of a
wider public good. Therefore the case for transparency
overrides the case against it.

Q47 Colin Challen: One last question, if I may. On the
question of this new body, what are the chances or the
likelihood of it actually being established do you think?
Mr Tarasofsky: 1 am not by nature a betting man, so
I cannot give you a precise answer. What I would say
is this. There is one scenario where the negotiations in
the present round collapse completely, and if that does
happen, one would hope that wise minds would prevail
and a period of sober reflection will take place that
really assesses why the round has failed, what the
procedural implications of that are, and perhaps there
lies an opportunity for more creative thinking about
joined-up international decision making. That is not a
scenario which I am advocating. I would not want to
see the round collapse completely. I do not want to see
the WTO weakened, because I do think that a global
institution that regulates international trade is
necessary for global welfare and is much better than a
spaghetti ball of bilateral and regional trading
arrangements. Another scenario which is perhaps
more likely, although I am not sure how likely it really
is, is that the negotiations do succeed in coming to
completion and the negotiators looking at the
environmental aspects come to the conclusion that
they could not address the full problem. So I think the
best outcome of such negotiations would be a
snapshot, an affirmation of the legal status quo that the
Appellate Body has provided over the years. I think
that would be a real contribution. It ought not to be
controversial because it would reflect WTO law, but of
course, politically it would be difficult. If that were the
case, if the WTO negotiators were to come up with an
outcome which preserves what has already been
achieved, but then says this is as far as we can go, then
perhaps a moment would be created for thinking
about new institutional arrangements to carry on the
discussion in a more balanced and integrated way.
Colin Challen: I think that brings us to the end of our
questions. Thank you very much for your time and
contribution this morning. It has been great. Thank
you.
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1. SUMMARY

1.1 Despite a growing body of evidence, including the European Union’s own evidence, there is no sign
that EU WTO negotiators are integrating findings concerning the sustainability impacts of trade
liberalisation into their negotiating positions, or indeed, that they are preparing environmental flanking
measures for the event of a successful Doha Round or the completion of other trade agreements that are
being negotiated. The RSPB is, thus, deeply concerned about the impact that trade liberalisation resulting
from the WTO or regional trade agreements will continue to have on the environment, including
biodiversity.

1.2 In no specific sector is a change of approach more urgently needed than in agricultural trade policy.
Of all trade areas, agricultural trade has the most far-reaching impacts in terms of habitat destruction
worldwide, due to the widespread changes in land use that it provokes. Yet, agricultural trade negotiations
are taking place in the absence of any consideration of environmental sustainability.

1.3 One consequence of increased liberalisation that needs special highlighting is the increase of transport
emissions and the ensuing acceleration of climate change. This presents us with the dilemma of trying to
protect the climate on the one hand whilst on the other, encouraging increased movement of goods around
the globe, which will be negative for the climate. This is particularly true for agriculture, where the situation
is made more complex by the fact that agricultural trade is perceived to be the way to lift millions out of
poverty.

1.4 The decisions made at the WTO affect our lives, the societies we live in and the health of our
environment. The goal of the rules-based trade system should be sustainable development and, as such, the
impacts of trade rules on people and the environment, and on social and environmental policy-making must
be recognised and addressed. This requires developing an understanding of these impacts and, where
necessary, changing the rules to deal with them, placing a burden of action on WTO members, but also on
the WTO itself.

1.5 One condition for an international trade system which aims at sustainable development is coherence
of policy between the WTO and the other international mechanisms—such as the Convention on Biological
Diversity and the Framework Convention on Climate Change—to which most WTO members are also
signatories. Multilateral Environmental Agreements (MEAs) should have a right to use trade restricting
measures where they are deemed necessary by signatory governments in the interests of achieving the
objectives of the MEA. Equally, trade rules and trade concerns must not be used by governments to have
a “chilling effect” on the interpretation and implementation of existing MEAs and on the development of
new MEAs.

2. INTRODUCTION

2.1 The greatest threat to birds—and biodiversity more widely—is habitat loss. The loss of habitats all
over the world is being driven by a wide range of factors, many of which are inextricably linked with national
and international economic policies. International trade and the rules that govern it thus have a direct and
important bearing on the RSPB’s core concerns. Trade in agricultural products is of most concern.

2.2 The RSPB is well qualified to provide evidence on this issue and has a track record in making the
links between trade and sustainable development issues. For example, the RSPB submitted evidence to the
Environmental Audit Committee inquiry into “A Sustainable Millennium Round” in November 1999 and
has attended several WTO Ministerial Conferences, including the latest in Hong Kong.

QUESTIONS POSED BY THE COMMITTEE

3. THE IMPACT OF INCREASED TRADE LIBERALISATION, AND THE DOHA ROUND, ON THE ENVIRONMENT

3.1 The potential impact on the environment of further trade liberalisation, be it in the framework of the
Doha Round, through regional trade agreements or at a sector-specific level, has been the subject of
numerous studies. Despite differences in the methodology used, they coincide in highlighting negative
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effects, unless a strong regulatory structure is in place in the countries concerned or flanking policies are
implemented in parallel to liberalisation measures. What is more, both the modelling as well as the empirical
cases on which these studies are based tend to coincide in showing up a negative assessment.

3.2 For example, the Sustainability Impact Assessment Study (SIAs) of the Doha Round, commissioned
by the Directorate General for Trade of the European Commission, concludes that “global environmental
impacts are expected to be negative as the volume of international trade increases. The impacts on climate
change and global biodiversity are adverse overall, arising primarily through increased transport and
pressures for increased agricultural production in biologically sensitive areas. Local effects occur for water,
air and soil quality, water quantity, soil erosion and biodiversity, and are particularly significant in areas
of high existing stress. These adverse environmental effects can in principle be countered by technology or
regulatory measures. However, in many developing countries, environmental regulation tends to be
insufficiently strong to counter adverse effects.”

3.3 Likewise, the integrated assessment of trade liberalisation in the rice sector, carried out by the United
Nations Environment Programme (UNEP), revealed harmful impacts on the environment and observed,
on the decision about the acceptability of associated risks for human health and biodiversity that “this
highlights the need to establish country-specific environmental objectives or standards for acceptable
environmental change, which unfortunately do not exist yet in most countries.”

3.4 Despite this growing body of evidence, including the EU’s own evidence, there is no sign that EU
WTO negotiators are integrating these findings into their negotiating positions, or indeed, that they are
preparing environmental flanking measures for the event of a successful Doha Round or the completion of
other trade agreements that are being negotiated. That the EU should be undertaking important and
revealing assessments that are subsequently ignored is extraordinary and regrettable. As well as wasting time
and resources it risks perpetuating and exacerbating trade-related environmental impacts. The RSPB is,
thus, deeply concerned about the impact that trade liberalisation resulting from the WTO or regional trade
agreements will continue to have on the environment.

3.5 In no specific sector is a change of approach more urgently needed than in agricultural trade policy.
Of all trade areas, agricultural trade has the most far—reaching impacts in terms of habitat destruction
worldwide, due to the widespread changes in land use that it provokes. Few of us would get the agricultural
products we need—the food, textiles, industrial products—without trade. Only 10% of agricultural trade is
international, but international trade rules exert a disproportionately large influence because they set the
framework within which agriculture operates. Yet, agricultural trade negotiations are taking place in the
absence of any consideration of sustainability. For example, no holistic assessment has been made by
negotiators of the likely impact of changes on the global environment, even though they will be significant.
Trade rules should be designed to regulate this system to promote the best outcomes for people, society and
the environment.

3.6 Externalities

Market-led policies consistently fail to appreciate the value of the environment. International trade
imposes huge external costs on the environment that are rarely taken into account by the market. These
include the contamination of drinking water, loss of biodiversity, the destruction of natural habitats, soil
erosion, water supply depletion, the displacement of communities, and emissions of greenhouse gases. These
costs affect standards of living, even in countries where financial wealth is increasing, and reduce long-term
human welfare and prosperity. The greatest losers are often the poorest countries and the poorest people.

3.7 Climate change

One consequence of increased liberalisation that needs special highlighting is the increase of transport
emissions and the ensuing acceleration of climate change. This presents us with the dilemma of trying to
protect the climate on the one hand whilst on the other, encouraging increased movement of goods around
the globe, which will be negative for the climate. This is particularly true for agriculture, where the situation
is made more complex by the fact that agricultural trade is perceived to be the way to lift millions out of
poverty. Rather than seeking magic formulae or ideologically-based solutions, we should see these complex
factors as an area requiring urgent action as an integral part of the trade equation—something on which
trade negotiators cannot turn their backs.

3.8 Role of the EU

It is important that the EU, which since 1999 has been commissioning the production of SIAs, is seen to
be taking the results of its own assessment seriously and incorporating them into their negotiating positions
in an open and transparent manner. Otherwise, we risk not only irreversibly harming the environment, but
also losing the credibility of those governments which need to adopt flanking measures to strengthen the
protection of the environment in their countries.
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3.9 In particular, there are several actions with which the EU can contribute to a sustainable outcome of
its trade negotiations:

(a) If the sustainability impact assessments indicate that liberalisation measures would have an
irreversible negative impact, then the EU should stop pushing for them and desist or substantially
modify those measures. For instance, the SIA of agricultural trade liberalisation through the Doha
Round throws up important questions about the impacts that this will have on the environment,
including on deforestation, soil degradation and emissions from transport. This calls for a review
of the current approach to agricultural trade policy. After all, trade liberalisation is not an end
in itself.

(b) If sustainability impact assessments indicate that flanking measures need to be adopted to counter
trade liberalisation, then working towards their adoption within the EU and outside its borders
should become an aim of EU trade policy. For instance, where SIAs recommend strengthening
other countries’ capacity in environmental and economic regulation, the EU could offer support
to governments through capacity building, direct financial aid or joint trade and environment
projects.

(c) Asanintegral part of trade sustainability impact assessments, the EU should carry out an ex post
evaluation of those same measures after they have been approved and implemented. This is
recommended in the Sustainability Impact Assessment Study of the Doha Round commissioned
by the EU and the Hong Kong Ministerial Declaration lends further support to this view.

3.10 Itis equally important that the EU puts its own house in order, dismantling perverse subsidies and
reforming agricultural support systems to deliver public benefits. Again, this is as much a necessity to achieve
sustainable development as an argument of credibility with our trading partners. How could we expect other
governments to take our environmental demands seriously, when we ourselves uphold one of the most
environmentally and socially destructive incentive schemes for farming? All public payments to agriculture
should be transparently targeted at correcting market failures and delivering public benefits, such as
biodiversity conservation, clean water and a healthy environment. These payments should be designed to
avoid negative impacts on developing countries.

4. ENVIRONMENTAL CONSIDERATIONS IN THE WTO PROCESS

4.1 The decisions made at the WTO affect our lives, the societies we live in and the health of our
environment. The goal of the rules-based trade system should be sustainable development and, as such, the
impacts of trade rules on people and the environment, and on social and environmental policy-making must
be recognised and addressed. This requires developing an understanding of these impacts and, where
necessary, changing the rules to deal with them. This places a burden of action on WTO members, but also
on the international organisation of the WTO itself.

4.2 On the one had, WTO members must put in place strong environmental policies in their countries to
avoid harmful effects of trade liberalisation—and developed countries should offer support to developing
countries to do this. Trade rules must not prohibit or limit legitimate measures taken by governments to
correct market failures or meet their environmental commitments set through national policies and
Multilateral Environmental Agreements.

4.3 On the other hand, the WTO itself must do more to dismantle illegitimate protectionist measures and
to promote environmental protection. Little has been done toward removing trade barriers that are
detrimental to the environment, such as fishery, agricultural, coal and road transport subsidies. In addition,
the WTO’s treatment of scientific uncertainty is highly ambiguous and in urgent need of resolution. The
incorporation of the precautionary principle within WTO rules is fundamentally unsatisfactory, being
severely restricted in its scope and applicability.

4.4 All of the above does not, of course, mean that the WTO should become some kind of environmental
policy making body. The WTO does not have the expertise or the legitimacy to negotiate environmental
specificities or to deal with complex environmental issues. So, when conflicts between trade and
environmental issues arise, they should be passed on to international organisations that do have the relevant
expertise, such as Multilateral Environmental Agreements (MEAs) or the United Nations Environment
Programme (UNEP). Even if WTO dispute panels seek the advice of outside experts, they do not see it as
their duty to deliver sustainability, as it might be with an organisation with a wider remit.

5. COORDINATION BETWEEN THE WTO PROCESS AND INTERNATIONAL ENVIRONMENTAL AGREEMENTS
PROCESSES

5.1 One condition for an international trade system which aims at sustainable development is coherence
of policy between the WTO and the other international mechanisms—such as the Convention on Biological
Diversity and the Framework Convention on Climate Change—to which most WTO members are also
signatories. In a recent speech to the Commission on Sustainable Development, the Secretary-General of
the WTO, Pascal Lamy, stated that “greater coherence between different bodies of international law, and
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in particular between the trade and environmental regimes, could lead to improved global governance.”
However, coherence between those two bodies of law does not exist currently, and there is even a perception
that Multilateral Environmental Agreement (MEASs) are subordinated to the WTO.

5.2 MEAs should have a right to use trade restricting measures where they are deemed necessary by
signatory governments in the interests of achieving the objectives of the MEA. Equally, trade rules and trade
concerns must not be used by governments to have a “chilling effect” on the interpretation and
implementation of existing MEAs and on the development of new MEAs. Conflicts should be resolved not
through the WTO—as this is not neutral territory and does not house the necessary expertise—but through
the corresponding MEA or an independent international body, such as UNEP or an environmental
chamber in the International Court of Justice.

6. PROTECTING NATURAL RESOURCES AS A RESOURCE FOR THE VERY POOR

6.1 The poor depend the most on a healthy environment, fertile soils, clean water and healthy ecosystems,
for their survival. A recent comprehensive study estimated that forests alone contribute over a fifth of
household income in developing countries. The World Bank estimates that the liquidation of environmental
assets costs developing countries 4-8% of Gross Domestic Product.

6.2 Several things can be done to reverse or stop these developments. Firstly, we must support the
protection of important ecosystems that will be at risk from trade liberalisation. Where the risk is considered
too great liberalisation should not be pursued, at least until this risk is managed, and alternative
development pathways should be explored. For instance, in the cases of Indonesia and Malaysia the rate of
rainforest clearance has increased by over 50% a year in the last decade and approximately 29,000,000ha
have been lost since 1990. Clearly, for the moment at least, there is not an adequate system for protecting
these globally important forests. Agricultural trade liberalisation will increase the rate of loss unacceptably
and the WTO should therefore, not facilitate the trade in the key commodities that are fuelling this
environmental disaster through further liberalisation.

6.3 Secondly, flanking measures, such as the strengthening of domestic capacity in environmental and
economic regulation must be adopted and supported by developed countries. Thirdly, developing countries
must be assisted in the achievement of international environmental and biodiversity protection target.

6.4 Obviously, trade policies alone will not solve the problems that the environment and the poor face.
Feeding the hungry, conserving our environment and eradicating poverty require integrated policies in all
countries, across the whole of government, including policies that address unsustainable consumption.

7. CoorDINATION BETWEEN DTI, DFID anD DEFRA

7.1 Tt appears that, on trade issues, DEFRA is subsidiary to DTI and DFID, as their concerns are not
seen as important. DEFRA’s Trade and Environment Team appeared to be on the margins of decision
making on trade issues and, at the WTO ministerial meeting in Hong Kong, did not have an evident grip
on the environmental outcomes of the negotiations and on how they should be fed into the Government’s
approach.

7.2 There does not appear to be clear government coherence on trade issues. Sustainable development
should be the principle around which the UK Government structures its participation in international
events, leading its policy development and delivery. This means that equal weight should be assigned to the
delivery of economic, social and environmental outcomes, and that where unacceptable damage to one of
these pillars may occur, this concern should override the others.

7.3 Representation of environmental interests in the trade debate

The interests of wildlife and environment organisations tend to be ignored or marginalised from the trade
agenda. Wildlife and environmental organisations are considered to be indirect stakeholders and are
therefore not treated equally to business stakeholders by trade officials. The perception is still that trade
policy operates in a kind of “vacuum”, where other interests are, at best, secondary or completely irrelevant.
This makes it extremely hard for those trying to influence it to maximise its environmental and social benefits
and to avoid unnecessary harm. For instance, despite its enormous significance and the fact of having been
raised by various stakeholders, the impact of increased international transport on greenhouse gas emissions
has yet to be picked up and dealt with by our trade negotiators.

June 2006
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Witnesses: Dr Paul Jefferiss, Head of Environmental Policy, Ms Alex Gonzalez-Calatayud, Trade Policy

Officer, Royal Society for the Protection of Birds.

Q48 Chairman: Good morning. It is nice to see you
here this morning on our second oral evidence
session of this Sub-Committee and I would just like
to say it is very good to see you here. In your
evidence to the Committee you have raised concerns
about the impact of trade liberalisation on the
environment and I just wanted to start off by
exploring some of those concerns in greater depth
and if you could say what are your major concerns
about trade liberalisation on the environment?

Dr Jefferiss: Yes, well thank you very much for the
opportunity to talk to the Committee. I think we
would say that while, in theory, there are some
benefits to both economy and environment, or that
certainly in theory the two should not be entirely
incompatible because trade can generate wealth that
enables environmental protection, at least after a
period of environmental degradation on the road to
wealth, and although in theory it is possible to trade
in advanced low-impact technologies that could
help environment protection and in theory high
standards from importing countries could raise
standards everywhere, the evidence seems to suggest
overwhelmingly that on balance and in practice the
effects on the environment are actually negative.
And those effects can take the form of habitat loss,
they can take the form of natural resource
degradation, resource depletion, bio-diversity loss,
being the principal concern of ours amongst others,
straightforward air and water pollution, waste
generation and, probably of most concern, climate
change. And that those kinds of impacts occur
because while trade may generate wealth, it can do
so by leaving a lasting legacy of degradation, so even
though wealth may allow the protection of what
remains, what remains is often only a residue of what
was once there; I think we are in that situation in the
UK. I think it is also true to say that there are some
environmental problems for which, so far at least, no
amount of wealth has found solutions: bio-diversity
loss is one such problem, waste generation of one
kind or another is another example, but probably
again the most significant example is climate change.
Trading in technology is not normally in the most
advanced cutting edge low impact technologies,
but in older generations of technologies. And
unfortunately liberalisation, rather than resulting in
the export of high standards of environmental
protection, generally results in the import of low
standards, so that rather than being a race to the top,
if you like, it is generally a race to the bottom. And
any increase in trade, and trade is increasing,
without a corresponding increase in the quality of
trade, is almost inevitably going to lead to
environmental degradation, simply by virtue of
exploiting new areas of land or new resources,
converting them from a natural state to a converted
state that had not been exploited before. And an
RSPB-Cambridge study has found that on average
the conversion of natural ecosystems to systems for
productive use lost half of the economic value
associated with that system. And the reason why we
do it as a society anyway is that by conversion, while
a private benefit is accrued, which is what provides

the incentive to undertake the conversion, various
types of public benefit associated with the eco system
services that the land or the resource had provided
are generally either lost or reduced. And the net
effect is a reduction in total economic value of about
15% and so if we are to have trade liberalisation we
feel that it should, at the very least, be managed and
understood and analysed for its effects and that
various flanking measures should be applied in
terms of national environmental protection and
regulation and so on.

Q49 Chairman: I mean that seems to me overall a
very gloomy picture. Have you been able to identify
any benefits to the environment of trade
liberalisation or significant benefits shall we say?
Dr Jefferiss: As 1 say, certainly over time experience
suggests that the provision of wealth, and we are
talking about environmental benefits here, that the
provision of wealth in society creates the ability for
that society to undertake some mitigating measures,
some restorative measures and measures to reduce
the impact of ongoing trade, agricultural and
industrial activity. But, as I said, often that is too
little or too late and irreplaceable natural resources,
habitats, species in some cases, have been lost. And,
as I said, in some cases no amount of wealth has yet
been able to discover means of dealing with the most
pernicious of environmental problems, namely bio-
diversity loss and climate change.

Q50 Chairman: You have argued that “equal weight
should be assigned to the delivery of economic,
social and environmental outcomes and that where
unacceptable damage to one of these pillars may
occur, this concern should override all others”. That
is obviously going to call for a number of trade-offs
between these different priorities. Do you think that
one should really always override another, I mean
the environment seems to underpin the others and if
we degrade the environment to the extent that we
cannot sustain the others, should that not be our
overriding pillar and that the other two are
subordinate?

Dr Jefferiss: 1 think I would first say that rather than
frame the question in terms of balancing and trade-
off, I would prefer to frame the question in terms of
integration, trying wherever possible to deliver both
benefits simultaneously. I think probably in order to
do that we would need to internalise, in economic
terms, internalise external costs in various ways.
And because the private market system generally
does not do that, that means that we have to have
some form of regulation or some form of fiscal
measure like a tax of some kind that recognises the
value of external costs. But, broadly speaking, I
would agree with you that while environment and
economic goals are not necessarily or always in
conflict and should be integrated wherever possible
through sensible trade measures, that there are
situations inevitably where there is going to be
tension and conflict. And in those situations it would
just be, well it is, simply perverse and wrong-headed
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to enable the degradation of the foundation resource
that enables trade and economic growth in the first
place. So it is simply folly, I think, for any country
to quite literally liquidate an asset to extinction on
which it has based its economic development,
because inevitably that will lead to a temporary state
ofaffluence. And so for that reason, along with using
externality values to try and integrate environmental
and other external cost benefit into the equation,
then I would favour in trade policy the use of a lower
discount rate for the future so that the future is
valued as highly, at least, or certainly not as much
less highly as it is currently valued, through the use
of commercial discount rates which inevitably look
on present costs and benefits as being more valuable
than future ones.

Q51 Chairman: Who is going to do this costing
exercise, the internalising of external costs? It does
not seem to me that there is anybody capable of
doing that, least of all the WTO and the fact that
environmental degradation can occur on a drip-
drip, very long term effects, it is not that easy to
measure as against creating X number of jobs or
producing X amount of investment?

Dr Jefferiss: No, 1 do not think that the trading
system itself or the WTO is a sensible place to locate
the analysis and capturing of those external costs
and benefits because the WTO and the trading
system is precisely about the generation of wealth
through the commercial system which, by definition
at the moment, does not take account of external
costs and benefits. But I do not think that should
prevent trading partners undertaking analysis of the
long-term effects of their trading decisions and
trading policies and that is the kind of thing, I think,
that the EU sustainability impact assessments could
sensibly look at. And there is nothing to stop
individual countries undertaking analysis of that
kind in order to adopt the kind of flanking measures
that do more adequately take account of external
costs and benefits. So I think you are right that the
WTO and the trading system itself is not the place to
locate such analysis. But I think there are plenty of
other locations and at an international level, the
obvious loci for that kind of assessment are through
the various multi-lateral environmental agreements
that exist which do precisely try to take account
of both present and future values of both
environmental goods and services.

Q52 Chairman: Does anybody take notice of those
in the WTO? I mean we might have these analyses,
they might be very good and so on, but if nobody
pays any attention to them.

Ms Gonzalez-Calatayud: At the moment negotiators
are not taking account of the analysis or the
assessments that are being made externally, we can
see that very clearly in the case of the EU
sustainability impact assessment and we have
questioned DG trade and Defra as to why
negotiators are not taking the results of these
assessments on the negotiating table. The DG trade
did not give us a clear answer, they just said the fact

that these studies keep on showing up the same
results is having a trickling effect on negotiators
which are becoming more aware of the consequences
of unmanaged trade liberalisation. Defra said that
they agree with the results of the assessment but that
they cannot take them to the negotiating table
because their trading partners just do not want to
talk about that and do not want to negotiate about
this, that they have other priorities and we think that
that is probably true, but if that is true you also have
to ask why do they not want to discuss these issues
and it is probably on one hand because their
trading partners have not been sufficiently involved
in the analyses that have led to the results,
to the conclusions of the sustainability impact
assessments, and on the other hand their
expectations of the negotiations are not being
fulfilled and that is why their priorities lie elsewhere.

Q53 Chairman: Addressing some of these concerns
WTO set up the committee on trade and the
environment, but we have heard in evidence that it
has not really had much impact at all, so why do you
think there has been so little action on these issues?
It seems to me that there is a great concern in civil
society that more should be done, but this is not
percolating through the chain of command, is it, I
mean where is it breaking down, why are the
concerns of a great many ordinary people not
reflected when it gets into the quagmire of
negotiations?

Dr Jefferiss: Well 1 would address the general
question about the lack of progress, and then
perhaps Alex should talk about the committee on
trade and environment. I think, clearly, globally
speaking, there has been insufficient political will,
combined with, I think, a lack of trust that arises
from the lack of political will. I think there has been
insufficient political will to deal with the problem on
a truly global scale, so in spite of the rhetoric to move
in that direction, I think most countries, in one way
or another, at the end of the day, when it comes to
the negotiating table are more interested in the
national interest than the global interest. And so
there has not been any kind of, what you might call
strategic, concerted, I think, or consistent effort,
particularly on the part of the developed world, to
move the environmental agenda within the context
of trade forward in any kind of way that takes the
perspective of the whole world and the public good,
rather than individual parts of the world and the
private good. So I do not think that that failure to
take a strategic view is the result of a desire to use
environmental measures for protectionist purposes
explicitly. And to the extent that mistrust in the
developing world is based on the perception that the
developed world has used environmental measures
for protectionist purposes, I would not say that is
quite accurate. I think what tends to happen,
though, is that environmental measures in trade are
dealt with in an ad hoc way in the context of specific
negotiating situations where they can be used as
trade-offs of one kind or another to acquire various
other kinds of benefits that are in the interest of the
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country doing the trade-off. And that that results in
a demonstration of inconsistency and self-interest
and that is not going to foster trust or transparency
for anyone. So I think that if we are going to move
forward it has to be through some deliberate, explicit
transparent, multi-lateral recognition that this is a
strategic problem that needs a strategic approach,
rather than dealing with it piecemeal in the context
of this bit of negotiation and that.

Q54 Chairman: Well that seems rather consonant
with the idea some of our witnesses put forward
there should be a new international body to address
the lack of progress on the environmental issues.
Would you agree that that might be called for and,
if so, what form might it take?

Dr Jefferiss: 1 think there are pros and cons to that
approach. One of the pros would be precisely a
unified, strategic, coherent, transparent approach to
environmental issues. But I think unless the WTO
itself is party to that strategic, coherent, unified,
approach, then inevitably it will create a situation in
which you have one powerful environmental body
going up against one powerful economic body. And,
I am not sure, but I suspect that for political reasons
the outcome would be that the powerful economic
body would be likely to prevail in most situations. So
I think a sine qua non is for the WTO itself to acquire
a greater understanding of environmental issues.
And T suspect that a better way forward than the
establishment of a rival body to the WTO would be
greater clarity both within the WTO and within
other bodies of the UN, and within the secretariats
of various multi-lateral environmental agreements,
about the relationship between multi-lateral
environmental agreements and WTO rules which,
by and large, are not clear in legal terms. And even
where attempts were made explicitly to clarify them,
as in the case of the bio-safety protocol to the
convention on bio-diversity, I would have to say
they were unsuccessful. And it remains the
perception, I think, that where there is conflict,
probably WTO rules would take precedence. And I
think probably there is also room for clarification,
possibly through case law, of what WTO rules
actually imply for the environment and which I
think is sometimes slightly misunderstood.

Q55 Chairman: Can you just expand on that last
point, this misunderstanding?

Dr Jefferiss: 1 think there is a perception that WTO
is antithetical to the environment in one way or
another in its rulings and decisions.

Ms Gonzalez-Calatayud: Because of the dispute
settlement mechanism that WTO has which foresees
trade sanctions. In the end it is perceived as more
powerful as the MEA in case of a conflict and that
leads inevitably to the perception that the
commercial rules or trade rules by the WTO are
more powerful or are superior to the rules set by the
multi-lateral environmental agreement, although
legally this is not the case, they are on the same level.

Q56 Chairman: But, in practice, that is true, the
trade rules rule?
Ms Gonzalez-Calatayud: Yes.

Q57 Chairman: Lastly from me, the WTO’s
incorporation of the precautionary principle I think
you described as “fundamentally unsatisfactory”.
Could you elaborate on that and perhaps give us
some idea of what effect this unsatisfactory co-
operation of that principle means?

Ms Gonzalez-Calatayud: Yes. The precautionary
principle is dealt with specifically in Article 5,
paragraph 7 of the SPS measures. We believe that
this is a very weak formulation on the one hand,
because it is perceived as being a provisional
measure and on the other hand it also reverses the
burden of proof in the sense that the proponent of
the precautionary principle is the one that has to
prove that there is a risk or that there might be a
danger, whereas the importer or a product that is
considered dangerous is free from any proof and
therefore any cost, so we would like to see that
reversed. We believe that the precautionary principle
is rational and legitimate form of protection and
where there is a risk of damage, of irreversible
damage, then a government should be free to make
use of it. For instance, in the case of loss of bio-
diversity, GMOs or other issues, that there should
not be this threat of a challenge of the WTO hanging
over this decision, so we think that the phrasing of
the way the precautionary principle is framed in the
WTO should be ammended to give governments
more security and more autonomy in the adoption
of their policy measures.

Q58 Chairman: Is that because the current frame is
simply too woolly?

Ms Gonzalez-Calatayud: Yes, it is too woolly and,
for instance, in the sense that it asks for a periodical
review of the measures that have been taken in the
light of scientific advice but it does not definite
enough what periodical means, so it is up to the
dispute settlement mechanism to make this
definition and of course it gives a lot of uncertainty
to the governments and makes them more averse to
make use of the precautionary principle.

Dr Jefferiss: 1 think that there is a worry—it is more
than an implication, it is a statement— in the SPS
agreement, to use the precautionary principle, but it
is only ever a temporary measure that science will
eventually, and in quite short order, be able to
provide the definitive answer to So it is a sort of stop-
gap which can only really be invoked in situations
where you have got some pretty compelling evidence
that there is a problem, rather than the possibility
that there might be. And even then the assumption
is that it can only allow restrictive measures for
environmental reasons on a temporary basis while
the problem is sorted out and the answer is
discovered. And of course there are many
environmental problems which include, for
example, the release of genetic organisms into the
environment which may take many years, decades or
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centuries to manifest fully. So I think in a number of
ways it is problematic and inconsistent and it does
not give confidence to governments for that reason.
So they tend not to invoke it as readily as they
would, for example, where it is cited elsewhere in a
much stronger form, in the Rio principles, in the
protocol to the CBD itself and so on.

Q59 Mr Vaizey: I was going to ask about what you
thought about the current Doha round given that
most people think it is in its crisis and also the failure
to deal with the removal of trade barriers for
agriculture and so on, but I think to a certain extent
you answered those questions earlier in the sense
that you were talking there was no one strategic
world view. Is that a fair summary of why you think
Doha has gone so badly wrong?

Dr Jefferiss: 1 think what I said about the absence of
a strategic approach to the relationship between the
environment and trade within the negotiations has
been characteristic of the WTO’s relationship with
the environment for a long time and in lots of
situations. With respect to the progress of the Doha
round itself, Alex, do you have some comments?
Ms Gonzalez-Calatayud: Yes. We all know that the
negotiations are in disarray and it is difficult to
foresee how they will achieve an agreement within
the next two weeks which is the framework that
negotiators have set themselves. From what we have
seen so far and what we can see with the current
drafts that are on the table, they are just a reflection
of what my colleague said, that there is no strategic
vision and the environment has not been considered
in the current round, so even if negotiators manage
to reach an agreement in the next two weeks, we do
not think that it will be very positive for the
environment which is very negative in the present
situation, but I think they will also have negative
consequences for the future because many promises
have not been kept and this will not create an
environment of trust which is necessary to solve
some of the issues, some of the problems relating to
the interface between trade and environment.

Q60 Mr Vaizey: Can we just talk about the
mechanics? You say in your written evidence that
the Department of Environment, Fisheries and
Rural Affairs team is on the margins, did not have a
grip on the environmental outcomes. Is there a way
that we can improve Defra’s performance at trade
negotiations?

Ms Gonzalez-Calatayud: 1 have to say that [ was not
in Hong Kong, a colleague of mine went, but I
believe that it is necessary for other government
departments to involve their colleagues more in
negotiations.

Q61 Mr Vaizey: Do you think there is a lack of
communication between the Defra team and the
main team doing the negotiating?

Dr Jefferiss: 1 do not know. I have been at various
international negotiating processes, not specifically
trade related ones I have to say, but others like the
Johannesburg summit on sustainable development,
for example. And I think the problem is less a lack

of communication between the various departments
and more of an imbalance of political power
amongst departments, combined with the practical
necessities of any international negotiating process.
By which I mean that, first and foremost, the
primary objective of the negotiating team has to be
addressed first, and most directly. And in the context
of trade negotiations, for better or for worse, rightly
or wrongly, the primary objective is to agree
the economic terms of trade. And although
environmental considerations will have been
prepared in advance, they are not necessarily applied
as rigorously or consistently or urgently as the
economic negotiating positions that have been
determined in the past. So to the extent that they are
introduced they tend to be introduced, I think,
rather late in the day in rather an ad hoc fashion and
often in the form of trade-offs. Which is part of the
reason I was suggesting earlier that the relationship
between the economic and environmental aspects of
trade ought to be integrated more strategically and
multi-laterally in advance and explicitly through a
kind of in-principle process of its own, rather than
always being re-invented in an ad hoc way through
the process of individual negotiating processes
where environment is tacked on at the end, if at all.

Q62 Mr Vaizey: You mentioned greenhouse gasses
have not yet been taken up by negotiators and
presumably that is because, as it were, they see their
first job as economic negotiation rather than
environmental negotiation. I mean is there a way
that greenhouse gasses could be put on the table at
a WTO negotiation do you think?

Dr Jefferiss: That is what [ would like to see, exactly
that kind of thing. Greenhouse gasses are probably
the clearest and most obvious example of a way in
which trade adversely affects the environment and
therefore could be dealt with strategically through
the WTO as well. But I think there are other aspects
of trade-related environmental damage that could
similarly be addressed in a strategic manner upfront,
including things like habitat loss and degradation or
other forms of pollution or natural resource
exploitation. So absolutely, I do think there is room
for a dedicated multi-lateral explicit negotiation of
this relationship. Whether it is conducted under the
auspices of the WTO or separately, I do not know,
but, as I said before, I think at the end of the day if
the WTO itself does not take on board the
conclusions of such a process, then it will be difficult
to actually implement it.

Q63 Mr Vaizey: One of the potential contradictions,
it seems to me, is that if you recognise the force of the
argument that the developed world should lower its
trade barriers, but that the developing world should
enjoy a measure of protection, there is a counter
argument to that which is an environmental
argument of course which is based on issues like
food miles and also the loss of bio-diversity in
developing nations. Is there a way of squaring that
circle as it were?
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Dr Jefferiss: 1 think some of the ways of squaring
that circle can be conducted through the trading
system, in which there is essentially some kind of
quid pro quo, as there is in all trading situations,
whereby any demands placed on a developing
country to meet certain protocol standards are
supported through various kinds of capacity-
building, either direct financial support or market
infrastructure support or technology transfer,
means of that kind through the trading system. But
I think there are plenty of processes, if you like, that
run in parallel to the trading system that could be
used to reinforce that general trend. So, for example,
the $20 billion energy investment fund that the
World Bank is currently discussing and that the
Chancellor has strongly supported, I think would
provide a very good opportunity for that kind of
mutual reinforcement, provided that the energy
investment fund were not only to provide access to
energy in the developing world, but to provide access
to low carbon energy, or sustainable energy, which
at the moment is not entirely clear. And then in
addition to that there are, of course, a number of aid
and development programmes which could provide
further reinforcement and, as we know, DFID’s
budget is currently being augmented. And that those
aid and development budgets could, in ways that
they are not currently, be mainstreamed more
towards environment and natural resource
protection in order to protect the resource base on
which developing countries can develop their
economies. And it seems at the moment there is
active discussion on devoting a larger proportion of
aid to climate adaptation, to a lesser extent
mitigation. But I think there is a strong argument
that aid budgets should be augmented rather than
re-directed for those purposes, on the grounds that
whereas aid is in, if you like, the interest of the
developing country and of the globe, to try and
improve the quality of life for everyone, I think there
is an argument that aid monies for climate
adaptation and mitigation should be provided for a
different reason, and that is that the polluter should
be paying for the damage that they have
historically caused.

Q64 Chairman: Can I follow up on that point about
the energy fund, which you suggest there was a little
bit of doubt about whether it is going to be clean
energy or not? 20 million; can you just remind me if
that is an annual figure or over five years, or
something like that, can you recollect?

Dr Jefferiss: 1 think that is a total figure and it reflects
the notion that there would be a 50/50 public/
private split.

Q65 Chairman: I am just trying to put this in context,
because the World Bank suggests that every year up
until 2030 global investment in energy, all energy,
will be in the order of $300 billion a year, so we are
maybe looking at less than 10% of that specifically
earmarked for clean energy and this is all

intertwined with the way that trade operates clearly.
Are you optimistic on those figures that we are
actually taking this issue seriously?

Dr Jefferiss: 1 think you are absolutely right that as
a percentage of likely investment in energy
infrastructure overall is quite small, significant
though $20 billion is. Ironically I am reasonably
optimistic that some such programme will go ahead,
because I think it will be driven in large part by the
self-interest of business in developed countries in
promoting their goods, services and technologies
overseas. You know it is a market opportunity for
the export of expertise, equipment and so on from
the developed world to the developing world. Which
is one of my concerns, that unless the energy
investment fund is directed towards establishing the
capability to manufacture and service energy
components and infrastructure in the country to
which it is delivered, I fear that it could have the
effect of establishing a long-term dependency for
energy, various components of the energy
infrastructure and system, rather than establishing
self-sufficiency. But for those reasons, because there
is self-interest to western exporting business, I think
that it is not a figure that it is so large that it could
not be actually met. Whether governments will
match private investment to the tune of $10 billion I
suppose I would be less optimistic because their
track record on delivering aid for adaptation to
climate change that has already been committed
through various fora is not a good one.

Q66 Mr Caton: Continuing with Doha, the Doha
Declaration authorised negotiations on the
reduction or elimination of tariffs on environmental
goods and services and some WTO members are
very positive about this approach, seeing it as a way
to address environmental concerns through trade.
However, we have heard criticisms, it has been
suggested it may be too simplistic and unable to
address all sustainable development concerns. Do
you have any thoughts on this?

Dr Jefferiss: 1 mean, yes, I think the problem is that
the definition of environmental goods and services is
not sufficiently clear to be confident that we will get
either a positive or a negative outcome from
liberalisation in those sectors. Obviously if
environmental goods and services are defined to
include the provision of energy or water or various
types of essential life support systems which are
environmental in a sense, but through means which
are in one way or another not sustainable, they’re no
longer “environmental” and so I think it all depends
and it all depends too much on, probably, at the end
of the day, political power rather than any kind of
objective assessment of what is or is not
environmentally beneficial.

Ms Gonzalez-Calatayud: In the way the negotiations
are proceeding at the moment it is also very
unsatisfactory because, as my colleague said, it all
depends on the definition and what is being
proposed at the moment is just a list approach which
to us seems very inflexible and which will not address
the nuances that exist in goods, because depending
on the context a good can have an environmental use
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or it can not have an environmental use, so we are
not very optimistic as to the environmental outcome
of these negotiations and for a more realistic
approach which only focuses on so-called clean
technologies obviously it only favours the
commercial interests of developed countries and
gives them a way of increasing exports of their
products which is something that will not really give
developing countries much confidence in the
honesty of the concerns that developed countries
express about their environmental issues.

Dr Jefferiss: 1 think it is very similar to the concern
I expressed about the energy investment fund. At the
moment it is sufficiently vague that it could
encompass all sorts of energy technologies and
infrastructure that we would not consider to be
environmentally sustainable rather than being clear
about the need for any such investment fund to focus
either mainly or exclusively on the sustainable
options.

Q67 Mr Caton: You have been quite positive about
the EU’s sustainability impact assessment, even
perhaps looking for an enhanced role for them, and
equally I think the one prepared for Doha was
valuable, but at the same time you have said it has
been virtually ignored. How do we get that sort of
assessment nearer the centre of negotiations?

Ms Gonzalez-Calatayud: First of all, I guess one of
the shortcomings of the current sustainability
impact assessment is that they have not involved the
EU’s trading partners enough so that there is no real
ownership of the results of these assessments and
obviously that is a necessary step because many of
the measures that are being proposed to address the
impacts of trade liberalisation must be taken in other
countries, so we are really dependent on the goodwill
of others, but I think maybe what we have not seen
that there is sufficient political will at the top of the
EU to take the results of the SIAs into consideration.
If we look at the DG trade for instance and
Commissioner Mandelson has mentioned the SIA
results only in a very limited fashion and of course if
he does not take that seriously enough why will
others do that?

Dr Jefferiss: 1 think it is absolutely right to say that
in order to mainstream the conclusions of these
analyses requires political will from the top. I think
it is quite difficult for any individual negotiating
entity to do that without risking sacrificing or
compromising their individual, (either country or
negotiating block’s), self-interest in the outcome of
the negotiations. Which is why I have been stressing
the need for a multi-lateral international parallel
process, if you like, to the sustainability impact
assessment. And something which we advocated
before the Doha round even began was the need for
the WTO to wundertake a thorough-going
sustainability impact assessment of the trading
system as it currently is before starting to change it,
and particularly before starting to liberalise it in
ways that might have further environmental
impacts. And we felt that it was self-evidently good
policy to undertake a stock take, an audit if you like,

of where we are now and to try and understand what
the effects of changing where we are now might be on
the environment and on other aspects of sustainable
development. But of course that has not happened
and so it is hard for any individual entity to do it on
its own in a meaningful way.

Q68 Mr Caton: The EU sustainable development
strategy calls for the consideration of global
sustainable development in EU policy making, as
well as stressing the role that the EU can make in
promoting sustainable development worldwide. Is
this strategy being delivered in practice?

Dr Jefferiss: Are you asking whether the EU’s
internal strategy is, of itself, delivering sustainable
development or those aspects that will affect other
countries are being undertaken in a sustainable way?

Q69 Mr Caton: The question implies both, because
we are concentrating on trade today. I am thinking
of things like the WTO bilateral trade agreement, is
it being delivered?

Dr Jefferiss: My own view is that some attempts by
the EU and the UK, for that matter, to move in the
right direction, to be more sustainable, particularly
from an environmental point of view, are being
thwarted, or at least made more difficult, if you like,
actually by the WTO itself and particularly the
chilling effect that the perception that the WTO will
rule against environment in the case of disputes will
have. And what I mean by that is that I think
whenever there is a tendency for the EU or the UK
to do something good for the environment that
might be construed as being a protectionist measure
or that could arguably be, what happens then is that,
because there is the fear of that, it gives business in
particular leverage to argue that, whatever the
measure was, it should be made a bit weaker, or that
its introduction should be delayed, or there is
protracted discussion around exactly what it should
be, whether it should be more flexible or more
voluntary and less mandatory. And a particularly
good example of that at the moment is the original
proposition to introduce certification on bio-fuels
production. Because if we are going to have bio-
fuels, if we are going to publicly support bio-fuels for
the purposes of reducing carbon dioxide, which is a
very laudable cause, it would be reasonable to have
certification that bio-fuels were actually reducing
carbon dioxide and were not in the process
damaging the environment in some other way.
Because if they are not reducing carbon dioxide and
they are damaging the environment in some other
ways, then they are not just useless, they are actually
worse than useless. So it seemed reasonable to
propose a certification process, but almost as soon as
such a proposal was made there were objections
raised particularly by the bio-fuels industry but
others too that the WTO will not entertain any kind
of certification process because it will be perceived as
a trade restrictive measure. Whether or not that is
actually true, the perception that it is true has had a
chilling effect. And it seems to me a pretty poor state
of affairs if, because of the WTO, or the perception
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of the WTO, we cannot even have environmental
measures that are designed to check that an
environmental commodity that exists only to serve
an environmental purpose—bio-fuels—is actually
serving that purpose. And if we are told we cannot
do that—at the moment people are discussing
reporting of greenhouse gasses rather than actual
certification or their level,— then it just seems to me
regrettable that there should be this tension between

the desire to move in a sustainable direction and
barriers to doing that that are partly the result of
WTO.

Mr Caton: Thank you very much, that is a very
telling example.

Chairman: Thank you both very much for coming
this morning, it has been rather chilling perhaps
listening to some of the evidence, but thank you
again.
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economy and the greatest possible economic freedom for business, based on self-regulation and responsible
business conduct.

ICC UK welcomes the opportunity to submit its views to the sub-Committee enquiry of the
Environmental Audit Committee into trade, development and the environment. This submission draws on
existing policy statements developed and approved by ICC.

As the world business organisation the International Chamber of Commerce (ICC) is of the view that a
major private sector contribution is essential to help define the agenda and outcome of the Doha Trade
Round. ICC has made a number of submissions encouraging negotiators and individual governments to
reach an ambitious agreement.

In April 1996, the ICC issued a general statement on behalf of world business, on the present and future
agenda of the WTO. This statement suggested that in the area of trade and environment, drawing on the
work being carried out by the WTO Committee on Trade and Environment (CTE), the WTO should clarify
or modify WTO rules in relation to some of the issues which appear ready for such an approach. Chief
among these, in the ICC’s view, should be the relationship between WTO rules and the provisions for using
trade measures contained in Multinational Environmental Agreements (MEAs). ICC remains of this view.

The ICC firmly believes that there is no inherent conflict between preserving the earth’s environment and
fostering economic growth. Indeed, the technological innovation and financial resources generated by
global economic growth must be increasingly harnessed to bring about environmental improvements.
Economic growth is necessary in order to generate the resources needed to develop and invest in clean
technologies. Therefore, environmental improvements require a positive development of the multilateral
trading system. Conversely, sound environmental policies can contribute to avoiding trade frictions.

International intergovernmental co-operation will be essential to the development of environmental
measures which promote sustainable development, while safeguarding an open, equitable and non-
discriminatory multilateral trading system, by guaranteeing the integrity of WTO disciplines. -Integration
and mutual compatibility of environmental and trade policies will enable governments to achieve more fully
the beneficial effects of trade liberalisation for both economic development and the environment.

1. What is the impact of increased trade liberalisation on the environment?

Evidence gathered over many years by bodies such as the OECD* and the Centre for Economic Policy
Research shows that, on the whole, liberalised trade leads to economic growth that leads to improvements
in the environment and positively affects the interests of the poor. The converse can also be true where
projects are poorly planned and executed and there is an inadequate framework or enforcement of
environmental protection legislation, but in general the relationship between trade, growth and
environmental protection is very positive.

4 Trade Measures in Multilateral Environmental Agreements, OECD, 1999.
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2. To what extent should the WTO process encompass environmental considerations?

Environmental concerns are specifically included in the WTO work programme, in particular through the
work of its Committee on Trade and Environment (CTE), including consideration of appropriate technical
assistance. Environmental concerns are also incorporated into the Doha Round through negotiations
mandated in para 31 of the Doha Declaration. Issues considered include:

— The relationship between existing WTO rules and specific trade obligations set out in multilateral
environmental agreements (MEAs); and

— The reduction or, as appropriate, elimination of tariff and non-tariff barriers to environmental
goods and services.

In addition, some governments have filed position papers with the WTO in the course of CTE meetings
which have sought to introduce interpretations of the so-called “precautionary principle” into discussions
of environmental labelling and other trade and environment issues. Recent speeches by the Director-
General of the WTO, Pascal Lamy, have reiterated the importance of environmental considerations in
taking the Doha negotiations forward and has urged negotiators to make further progress in this regard.
http://www.wto.org/english/news_e/sppl_e/sppl28_e.htm
http://www.wto.org/english/news_e/sppl_e/sppl25_e.htm

3. What is the role of multinational organisations, such as the World Bank and IMF, and the EU?

These organisations can reinforce the importance of sustainable development and environmental
considerations in seeking to complete the Doha negotiations.

4. How are business and other interests influencing the trade agenda?

As indicated above ICC has in recent years made a series of policy submissions to the WTO and member
governments on trade and environment issues, including on:

The relationship between existing WTO rules and specific trade obligations set out in multilateral
environmental agreements

ICC has called for the development of “further internationally agreed criteria for the use of trade measures
within the context of MEAs, in order to minimise opportunities for protectionist and trade-disruptive
measures. This may be achieved by applying clearly defined presumptions of WTO consistency to specific
trade measures considered for inclusion in MEAs. Such criteria would provide an effective guide for the
development and design of trade measures in MEAs, and ensure mutual consistency between international
environmental and trade law”. ICC believes that the use of trade measures in MEAs to achieve
environmental objectives should be subject to a number of basic disciplines namely:

“As a matter of principle, the use of trade measures in MEAs to achieve environmental objectives
should only be contemplated as a last resort, following the proper consideration of all alternative
policy options. Whenever other policy options are feasible to achieve the same objectives, these
should be used in preference to trade measures. Trade measures should only be used when
alternative measures would be ineffective in achieving the environmental objective without the
complementary use of trade measures.”

WTO jurisprudence in this area has developed substantially since the issuance of the ICC statement
referenced above in 1996, and several MEAs with trade measures have moved ahead or been concluded.
Nonetheless, progress in clarifying the relationship between MEAs and WTO disciplines has been slow.
Therefore, the policy recommendations above are still relevant and continue to reflect ICC’s position on
this issue.

The reduction or, as appropriate, elimination of tariff and non-tariff barriers to environmental goods and
services

On the issue of reduction or, as appropriate, elimination of tariff and non-tariff barriers to environmental
goods and services, the stated ICC position is as follows: “ICC (...) urges WTO members to take all
necessary steps to ensure that the letter and the spirit of the Doha Development Agenda regarding the
reduction and/or elimination of tariffs on environmental goods is satisfied. WTO members should identify
a list of commonly agreed objective criteria for the identification of environmental goods, in conjunction
with work undertaken in APEC and the OECD. Production and/or process methods (PPMs), as well as the
end-use of a product, should be excluded as criteria. WTO members should allow the necessary flexibility
for these criteria to cover new or improved environmental goods. This will ensure that the benefits of this
initiative, in terms of trade, development and the environment, can be maintained and expanded in the face
of new technology and new environmental risks, without the need to wait for another multilateral round of
negotiations.”

The appropriate use of precaution, science and risk in trade and environment policy

Concerning strengthening the scientific foundation of policies aimed at protecting human health and the
environment while minimizing trade barriers, the ICC position is as follows:
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“The exercise of precaution in the context of international trade is expressly provided for in
multilateral trade agreements under the GATT/WTO. The authority to take science- and risk-
based action under these provisions should be maintained, as should the scientific discipline that
underpins them.”

“ICC is concerned that some governments as well as private groups favour extreme uses of
precautionary measures, considering a modest indication of doubt or concern, or even an
unanswered question, as an absolute standard for action overriding all other considerations, and
in some cases, taking precedence over domestic and international regulations. Such unbalanced
application of precaution has been used to justify restricting, or even eliminating a technology even
though the risk may be remote or manageable and the evidence of the risk limited, unsupported
or unverified. As a result, concern persists that governments will use this concept to justify
discriminatory and trade-restrictive measures without scientific rationale instead of relying on
existing domestic and international rules and disciplines and cooperative efforts to carefully
evaluate and address the risk in question.”

“Business supports cooperative international efforts involving both public and private sectors to
develop and share scientific data that help improve the accuracy and relevance of risk assessments
and recognizes best practices with regard to methodology and quality assurance. The
responsibility remains with governments to ensure that precautionary risk-management measures
that they take in circumstances of uncertainty involve scientifically substantiated threats to health
or the environment, are least trade-restrictive and are taken only after full consideration of their
negative impact on economic development and on further improvements in social and
environmental wellbeing.”

The full texts of the ICC Policy statements from which the above extracts are taken are attached as
Annexes.

5. What are the likely impacts, beneficial or otherwise, of the Doha Round—if completed—on the environment?

As indicated in the introductory section ICC believes that a successful outcome to the Doha Round will
generate additional economic activity making possible investment in environmental protection and clean
technologies. A failure in the round risks a return to the protectionism that would make the raising of
environmental standards globally a significantly greater challenge. Successful completion of the Round
could result in clearer rules on the relationship between MEAs and the WTO and could pave the way for
much greater access for environmental goods around the world.

6. Will the Doha “Development” round produce the pro-development outcome originally intended? What
should this include?

ICC in its policy statements has repeatedly highlighted the potential benefits for developing countries of
an ambitious agreement. Among other things, the Round should include improved market access for
developing country businesses as well as providing the rules based environment in which those businesses
can prosper. There may also be commitments to aid for trade to help with the development of trade
infrastructure in the poorest countries but questions about the subjects of the negotiations themselves are
best addressed to the negotiators directly. It is not currently possible to assess whether an ambitious
agreement will be reached.

7. To what extent is the environment under the heading “environmental services” being treated as a commodity
within the WTO negotiations?

This question is best addressed to WTO negotiators.

8. What coordination is there between the WTO process and International Environmental Agreements
processes such as Kyoto and FLEGT?

This question is best addressed to WTO negotiators.

9. How do DTI, DFID and DEFRA Ministers and officials co-ordinate their activities when planning their
participation in different conferences—such as Kyoto in Montreal and WTO in Hong Kong—to ensure they
are not pursuing contradictory measures on trade and environment?

This question is best addressed to the relevant Ministers and officials.
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10. How can we protect natural resources as a resource for the very poor as international trade increasingly

impacts developing countries?

This question cannot be addressed in general terms but requires careful consideration in respect of each
category of natural resource. The WTO currently provides for governments to take certain measures in
respect of natural resources within their sovereign control.

June 2006

Witnesses. Mr Andrew Hope, Director, Mr Iain MacVay, Chair, Trade and Investment Committee and
Mr Ian Emsley, Chair, Environment and Energy Committee, International Chamber of Commerce United

Kingdom, gave evidence.

Q70 Chairman: Good morning, it is nice to see you
here this morning; could I ask you, as I asked the
previous witnesses, to give us a brief outline
or introduction of your perspective of how
international trade impacts on the environment?

Mpr Hope: Certainly, I am very happy to do that.
Briefly, by way of introduction, my name is Andrew
Hope, I am director of the International Chamber of
Commerce here in the UK; I have two colleagues
with me from business who head up our trade and
investment policy group and our environment and
energy group. ICC, the International Chamber of
Commerce, is the world business organisation, the
body that speaks on behalf of business at fora such
as the United Nations, the WTO, the WHO et cetera
et cetera, founded in 1919 by a group of leading
international business people who came from the
perspective that international trade and investment
is a positive force. Their original title, the Merchants
of Peace, reflects the beliefs that underpinned the
original organisation, and then beyond that we have
consistently, throughout the life of the organisation,
advocated the benefits of international trade and
investment as a force for raising the standard of
living, for wider consumer choice and for lifting
many millions of people from poverty. We have
membership in some 130 countries around the
world, and in 90 of those there are national offices
like our UK office that act as the link between the
international organisation in Paris and stakeholders
in this country. On the specific issue, ICC firmly
believes that there is no inherent conflict between
preserving the earth’s environment and fostering
economic growth. We believe that international
trade and investment, as I have said, has done a huge
amount to raise the standard of living of people
around the world in the last 60 years in particular
and has lifted many, many millions of people from
poverty. We see a successful and ambitious Doha
round as the best way to build on that achievement
and to ensure that there are further increases in the
standard of living of people around the world and
that more are lifted from poverty. That is reflected
and that position is shared in such things as the
Gleneagles statement from last year, the Africa
Commission report and, indeed, the DTI’s own
stated trade policy. The wealth that is created by that
process has been and can continue to be used to
improve environmental standards; we have been
seeing that in the developed world and there is the
potential, with the additional wealth created, that
that can continue to be the case in the developing
world. Of course there are exceptions, there are cases

where economic activity clearly damages the
environment and there are transitional issues as
economies grow and develop and how they adjust to
those processes, but we do believe that the wealth
created has the potential to develop the investment
in clean technologies, in new technologies that
enable economic growth and environmental
sustainability to go hand in hand. Turning to the
WTO, the WTO’s original mandate had sustainable
development as its core objective, and that is
recognised in the way that it works and in the rulings
that it issues in terms of ensuring that its rulings take
into account the impact of any multilateral
environmental agreements that are in place. So
the WTO must and do work in tandem with
other international agreements, the multilateral
environment agreements, the Kyoto Protocol, the
Montreal Protocol et cetera, and it has been a
specific and important component of the Doha
agenda that we should push forward understanding
of how those two systems work effectively together
to deliver sustainable development. ICC continues
to support that process of dialogue and the
development of other parallel, multilateral
environmental agreements where there is a need and
where that should be done. Perhaps as we come back
in discussions on the WTO we can have a clearer
understanding of the complexity of the debate that
is going on at the present time, and the very likely
prospect of failure in this round is an indication that
the more you complicate the process by making too
many things happen in one place, the less the
prospect that you will succeed, and therefore it is
better that the trade negotiations are trade
negotiations in the context of sustainable
development and that the very important
environmental issues are addressed through
separate and discrete negotiations. The previous
session touched on the issue of environmental goods
which is also a part of the Doha negotiations. There
are challenges in the definition of environmental
goods, unquestionably, and in the ideal world with
open markets there would not be a need for special
status for those goods, but in the interim it is the view
of ICC that there is significant potential from this
channel that should be pursued further.

Chairman: Can I just bring in Martin and follow up
with some specific questions.

Q71 Mr Caton: You have made the point very
strongly that you do not see any inherent conflict
between enhancing trade and the objective of
sustainability, but is there ever any tension between
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your aims of economic freedom for business based
on self-regulation and responsible business and your
acknowledgement that environmental regulation is
required?

My Hope: Sorry, could you repeat that?

Q72 Mr Caton: It may well be that you think
generally that both can go hand in hand, but are
there circumstances where there is a tension between
the freedom of business and the rights of self-

regulation and the need for environmental
regulation?
Mr Hope: As for trade and environmental

regulation it is for governments to provide the
overall framework within which the business
community operates, and increasingly it is the
requirement that those frameworks are provided
through multilateral agreements rather than
through national agreements, so ICC is a strong
supporter of the rules-based multilateral system and
the same issues transfer to environmental issues.

Q73 Mr Caton: That leads me onto another
question. What if governments fail to provide those
rules, say companies are working in a country with
inadequate environment protection legislation;
can businesses ensure that they work in an
environmentally responsible way?

Mpr Hope: Yes. Evidence clearly demonstrates now
that where you have a multinational operation
operating in a country that has less established
practice of high environmental standards they are
adopting international standards, they are adopting
the same standards that they would apply in any
operation in the world. The consequence of that is to
raise understanding of those standards and the
potential that they are applied elsewhere; the
challenge, we believe, is less that multinationals are
applying lower standards, but that national
companies are doing so.

Q74 Mr Caton: There is much made of the “chilling”
effect, by which countries are discouraged to
implement environmental regulations out of a fear
that business might move elsewhere. In your view,
how much of a problem is that really?

My Hope: Again, in terms of multinational business
our belief is that the businesses that apply standards
consistently around the world are serving the
purpose of raising environmental standards in
countries in which they operate. The consequent
sharing of good practice and the general
improvement in technology, we believe, is a positive
force and has been a positive force.

Q75 Mr Caton: There was an example given by our
previous witnesses where certification of biofuels
looks like it may well be watered down because of
the chilling effect in negotiations. Do you see that as
a problem?

My Hope: 1 am not familiar with that specific case
and I do not know if either of my colleagues are, but
I did notice that the previous speaker was careful to

use the term the perception of WTO requirements
rather than the actual WTO requirements, and I
think that is important.

Q76 Mr Vaizey: You said in your opening statement
that there would be a challenge in defining
environmental goods and some people have gone as
far as to suggest that not only is it a challenge to
define environmental goods, but it could actually
end up being counterproductive because you could
inadvertently identify something as environmental
goods which has some detrimental impact. I just
wondered what you thought about that and whether
the potential counter productiveness means that the
challenge is not worth pursuing?

My Hope: One of the many problems that have
flowed from the very slow progress and difficult
nature of the negotiations thus far is that many
of the issues that should have been addressed
have not been addressed and the classification of
environmental goods is one of those. Our overall
view would be that in striving for perfection one can
often miss a very good solution and it just seems to
us that it is common sense that it would be possible
to identify a long list of environmental goods that
would have significant benefits. Addressing too
much focus to perfection in that, or to designing
classifications that would enable you to know what
a good was before you had identified the good, if you
see what I mean, is counterproductive. We should
just get on and identify—

Q77 Mr Vaizey: Can you give me an example of
something you can get on and identify?

My MacVay: The list approach which is being
discussed right now and is not making much
progress is horribly complex and running into
tremendous difficulties because of the problems of
agreeing principles. The list approach is good so that
we have principles which are linked to the list, but
then secondly there is what should be on the list. It
would be foolish of us to give examples of specific
products which negotiators will be fighting over.

Q78 Mr Vaizey: Is there not a product that sits in the
middle of the Venn diagram, principles and specifics,
that would clearly meet both criteria?
Mr MacVay: That has been
negotiators.

suggested to

Q79 Mr Vaizey: Right. In terms of an argument
between principles and specifics is there perhaps an
alternative approach which would be instead of
trying to identify environmental goods you simply
try and identify the environmental impact of all
goods and then once you have done that, that
influences the trade negotiations?

My MacVay: There has been discussion of that sort
of approach in fact and proposals have come along,
but the problem there is one of legal certainty and
this is also a problem by way of using the list
approach, but that kind of approach opens a huge
case for lawyers essentially to play which is not
helpful for the process.
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Q80 Mr Vaizey: But very good for the lawyers.
My MacVay: Very good for the lawyers.

Q81 Mr Vaizey: Who need all the help they can get,
let us face it.
Mr MacVay: Indeed.

Q82 Mr Vaizey: You heard me talk earlier to the
RSPB about why Doha is not working in terms of
the environment; do you share a similar critique to
the RSPB about the Doha round and its lack of
progress on environmental matters?

My Hope: All multilateral negotiations are, by
definition, very long and complex and an arduous
process. As I was saying earlier, the fact that it has
been possible to make such limited process on the
core trade issues means that there has been no time
of significance to address the environmental issues,
and if there is not progress on the core issues then the
potential for those issues to become addressed is
much reduced.

Q83 Mr Vaizey: I touched on the mechanics about
the Defra team, the RSPB’s criticism that they were
perhaps were not completely appraised of all the
potential environmental impacts of the trade
negotiations. Is that something that perhaps your
members have witnessed?

My Hope: 1 am not, perhaps, sufficiently experienced
in this, but my contact with the UK Government is
that in advance of negotiations of this type it is
professional in ensuring that there is a proper
linkage between the departments, but recognising
that when you get to the actual negotiations you
have to have one or two people who have the
mandate and some flexibility within that mandate to
proceed, and I do know that all government
departments are actively involved in the preparation
of the trade negotiations, including Defra.

Q84 Mr Vaizey: Some people have talked about the
relationship between multilateral environmental
agreements and the WTO being clarified and the
Chairman talked to the RSPB earlier about
potentially setting up a new body to run alongside
the WTO. Is that something you have considered
and looked at?

My Hope: 1t is not something that we at ICC have
looked at or would have views on one way or the
other, but what we do believe is that where there are
international issues of this type they need to be
addressed by multilateral agreements. What
institutions one then puts into place is a decision that
flows from that; although of course there are many
bodies within the United Nations that have been set
up to look at environmental issues, including climate
change, and have the authority to make
recommendations and provide frameworks at the
present time.

Q85 Mr Vaizey: Just to end with a sort of big picture
question, one has to balance the pros and cons of
trade policy; what is the best way, do you think, to

ensure that environmental impacts are properly
accounted for when discussing trade policy, when
formulating trade policy?

My Hope: Outside of the Doha specifically, you are
being more general.

Q86 Mr Vaizey: Is there a magic wand approach?
My Hope: My colleagues may have a suggestion but,
no, I do not think that there is a magic wand
approach. The concept of sustainable development
is an extremely valuable and important one, and a
lot of work continues to be done on how that can in
practice be delivered, and it is the two components:
there has to be the development and there has to be
the sustainability. I think it is right that international
organisations, including the UN bodies, continue to
increase our understanding of how that is in practice
delivered.

Mr MacVay: If 1 may add to that, I would
recommend to you the paper done by the European
Communities—which I presume the UK
Government had a big role in—for the negotiations
which lists out exactly that parallel process of all the
different entities and actually lists all the
organisations which should be included in
consultation. It is very long, going over three pages.
My Emsley: 1 have to think through the question
you asked—

Q87 Mr Vaizey: It was an open-ended question; you
can answer it any way you see fit.

My Emsley: In general we take the view that there is
no inherent conflict, as Andrew has said, between
trade and environment. Basically, trade brings
growth or is highly supportive of growth, and the
richer we are the more we tend to value the
environment. That is fine, as long as the
environmental impacts that you are looking at are
ones that are faced by the countries in question.
Where it is much more difficult of course is where the
environmental impacts fall outside the country’s
borders to a greater extent. This obviously raises
considerable  challenges of ensuring that
compatibility, and a particular example that is close
to my heart is the question of burning coal in
developing countries that are richly endowed with
coal; how are we going to persuade those countries
to use that endowment in a way that does not
contribute to climate change? I honestly believe that
the multinational environmental agreement route
has to be the route to go, and that using the WTO to
put pressure on countries to move in a way that is
more globally environmentally acceptable could be
counter-productive. We have to find a way to
essentially incentivise those countries, offer them a
carrot rather than a stick, both for reasons of
effectiveness but also of justice; after all we have
essentially caused the problem up until now. I was
interested in the comments about the World Bank
and the 20 billion energy fund, which I think could
play an important role in incentivising
demonstration projects that are sorely lacking in this
area, which would give a tangible demonstration of
what is possible and would allow for much more
constructive engagement by developing countries in
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meeting those requirements. Willy-nilly, we believe
they are going to burn their coal, to be blunt, and
they can do it in an environmentally responsible way
or not; the question is how you persuade them to do
that responsibly, and brandishing the WTO in my
view is certainly not the correct approach in the
first instance.

Q88 Mr Vaizey: MEAs are better?
My Emsley: Absolutely.

Q89 Chairman: Can I just ask you, you will
hopefully be familiar with the corporate leaders
group which has been pressurising the Prime
Minister to act more urgently and to consider more
urgently new international frameworks to deal with
climate change. Is that an approach that you
support?

My Hope: Without going into the specifics of their
proposals, certainly the ICC’s view is that there is a
significant challenge to address with climate change,
that we need to work within multilateral frameworks
to provide solutions for that and that technology
and incentives for the wider technology provide a

tool that is available. The current frameworks of the
Kyoto Protocol et cetera are a partial solution, but
not a full solution and clearly there needs to be much
more done to address a comprehensive global
response.

Q90 Chairman: The corporate leaders group is a sort
of ad hoc group of senior business figures. They are
obviously very proactive in this agenda and you
obviously have an environmental department or
person or people who consider these issues: is the
ICC proactively pushing new measures on climate
change, addressing the issue?

My Hope: 1CC is represented at the various global
meetings on climate change, comments on party
briefings et cetera and we have a clear statement of
our views and recommendations that I can certainly
send you a copy of for use, but in summary it is
recognising the need for a global framework and to
recognise the importance of technology and the
potential of technology, the sharing of good practice
and of good standards globally.

Chairman: Thank you all very much for a very
interesting session; it will be very useful in our
report, I am sure. Thank you again.
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Memorandum submitted by the CBI
TRADE, DEVELOPMENT AND ENVIRONMENT: INTERNATIONAL TRADE AND THE WTO

SUMMARY

1. The Confederation of British Industry (CBI) is the premier voice of British business, operating at
national and international levels to help create conditions in which British businesses can compete and
thrive. CBI represents some 240,000 UK companies and over 150 trade associations. Our membership
stretches across businesses from all sectors and of all sizes. We welcome the opportunity to present evidence
to the Inquiry of the Environmental Audi Committee (EAC) on International Trade and the WTO.

2. CBI believes that trade liberalisation stands to bring substantial economic benefits to both developing
and developed countries and that the Doha Development Agenda (DDA) is a critical opportunity to realise
those gains. Over the long term, freer and fairer global trade will enable developing countries to expand their
export opportunities, thereby boosting their GDP growth. Increased prosperity allows governments to
pursue their sustainable development programmes more effectively.

3. CBI does not believe that trade liberalisation should automatically be seen as likely to undermine the
environment. The reduction of tariff barriers tends to lead to value being added closer to the source of raw
material production, which means that goods transported are of higher value and less weight, which has
benefits in terms of transport impacts and emissions. More broadly, the involvement of multinationals in
the developing world can enhance environmental standards.

4. While trade can have environmental impacts, it is important to adopt a policy stance that balances
the needs of the environment with maximising the potential benefits of trade liberalisation. This requires
systematic communication and policy coherence at national, regional and multilateral levels.

5. A particular example would be climate change, where CBI agrees with the Government position that
it is the major global environmental challenge with serious implications for the developing world in
particular. We support the view that the UK and other developed economies will need to cut CO2 emissions
by around 60% by 2050, and that a global post-Kyoto framework is needed involving both developed and
developing economies.

6. WTO rules exist in relation to—not in contradiction to—other multilateral rules. Trade liberalisation
does not impact on WTO members’ obligations vis-d-vis Multilateral Environmental Agrees (MEAs). Trade
policy should be devised in close consultation with MEA secretariats. The latter should be granted observer
status where it has not already been given.

7. CBI is concerned by attempts to promote the liberalisation of trade in environmental goods in the
ongoing Doha round of trade negotiations. CBI wants to see such goods traded widely, both for
environmental reasons and to boost the UK’s environmental industries, however we do not believe that this
will be achieved by carving out of certain “environmental goods” for special treatment. We do not believe
that a feasible definition of what constitutes an “environmental good” can be reached. From a business
perspective the use of environmental goods would cause real confusion and potentially undermine
negotiations aimed at achieving substantial tariff cuts. We suggest that the best way of achieving this would
be through multilateral liberalisation of all industrial goods.

THE DoHA DEVELOPMENT AGENDA

8. Trade is a critical element of realising higher levels of economic growth. Unlike aid, trade can provide
a self-sustaining and continuously growing source of economic prosperity. CBI believes that broad
liberalisation of the trading environment will lead to substantial gains for developing countries.
Liberalisation in global trade in merchandise alone stands to boost developing country incomes by an
estimated 0.8% by 2015. This increase in welfare gains would be relatively higher than for developed
countries, whose incomes would increase by 0.6%.%° The welfare increases mentioned are static gains and

% Thomas Hertel and L Alan Winters Poverty & the WTO: Impacts of the Doha Development Agenda (Washington DC: World
Bank, 2006).
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do not take account of dynamic gains resulting from altered investment patterns and boosts to productivity.
They also do not include gains from trade in services, which are critical to development, but much harder
to quantify and estimate.

9. Trade liberalisation can be a win-win for all, as the DTI’s 2004 White Paper on Trade and Investment
noted: “The evidence shows that those countries which have achieved the biggest reductions in poverty in
recent years have been those which have been open to international trade.” Reducing tariffs on imported
goods lowers the costs of industrial inputs for developing country manufacturers. This, in turn, makes their
goods more competitive on the global market. Reducing import tariffs also helps to boost competition and
makes companies more efficient and productive. Consumers benefit from these gains and government
revenues are increased as businesses grow and prosper.

TRADE LIBERALISATION AND THE ENVIRONMENT

10. Efficiency and productivity gains can help to promote environmental protection by prompting
companies to reduce costs, such as energy costs. By reducing barriers to exports, trader liberalisation can
also help to increase the usage of, for example, renewable fuels such as ethanol.

11. Freer trade can therefore have very positive consequences for the environment. However, trade
liberalisation often carries negative connotations within the field of environmental policy. The sectors of
fisheries and forestry are often cited as examples of where the WTO will lead to increased trade with
concomitant adverse effects. This is misleading for a variety of reasons.

12. Firstly, trade liberalisation in these sectors will lead to reductions in government subsidies that
encourage overproduction, potentially leading to depletion of fish stocks and forests. Such subsidies can
encourage inefficient production and processing methods. Trade liberalisation in these areas could lead to
a rationalisation of production patterns, which will often benefit producers in developing countries.

13. Secondly, trade liberalisation concerns not only the removal of barriers to trade but also the
strengthening of rules prohibiting discriminatory practices among WTO members. Consequently, freeing
up trade gives all countries an equal opportunity to trade in goods and services where they have a natural
competitive advantage. This will lead to greater efficiency across all sectors, including fisheries and forestry,
and thereby reduce harmful environmental impacts.

14. Thirdly, where trade liberalisation leads to the involvement of multinationals in developing
economies, this can raise environmental standards through those firms applying developed economy
technology and environmental policies in their activities. For example, cement production at sites in Europe
is on average a third more energy efficient than at sites in China.

15. Fourthly, WTO rules do not exist in isolation from other multilateral agreements, such as the
Convention on Wetlands (1971), the Convention on International Trade in Endangered Species (1972) and
the Kyoto Protocol (1997). It is important that WTO rules and MEAs are formulated in a coherent and
mutually supportive manner. Indeed, WTO dispute panels have often made reference to environmental
considerations when reaching a verdict.>!

16. Finally, the WTO affects neither the ability of its members to regulate on environmental grounds nor
their ability to enter into multilateral environmental commitments. It does, however, require that
environmental legislation should not be used as a means of discriminating against other WTO members—
in other words, that it does not violate the “most-favoured nation” principle. It also requires that companies
of WTO member countries are treated in the same manner as businesses based in the country in question—
the “national treatment” principle.

17. CBI believes that there is greater scope for coherence in environmental and trade policy-making. To
that end, we support moves to grant observer status to the secretariats of MEAs. We believe that
coordination can be improved among relevant multilateral bodies, such as the WTO, IMF, World Bank,
UNEP and UNCTAD.

18. We also believe that policy coordination is essential among UK Government departments. Efforts to
generate coherent policy in the areas of trade and the environment should be continuously maintained and
include all relevant government departments, including DEFRA, DFID, DTT and the FCO. At EU level,
DG-Trade and DG-Agri should work together with DG-Environment and DG-Development.

19. However, there is a balance to be struck between environmental considerations and trade
liberalisation. The WTO is essentially a multilateral forum regulating global trade, not an environmental
protection agency.

31 For example, the “Shrimp-Turtle” case of 1998. (India, Malaysia, Pakistan and Thailand versus the US.)
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20. The CBI wants to see increased trade in environmental goods and services. This is important both
environmentally (for example in terms of the contribution which UK “clean coal” technology can make to
ensuring that China’s energy investment needs are more sustainable) and in terms of enabling the UK
environmental industries sector to gain an increasing share of the world market. The UK has less than a 5%
share of the $515 billion global market in environmental goods and services—less than half the share
achieved by France and Germany (normalised to their GDP).

21. However, the CBI opposes the elimination of tariffs on environmental goods via a list approach for
practical reasons. CBI does not see how an objective definition could be obtained and feels that this debate
will distract from making necessary progress in the NAMA negotiations. In addition, it does not support
process and production methods (PPM) being taken into account since this would lead to a distinction at
the border between identical goods.

22. Indeed, there has been considerable disagreement over how to proceed in liberalising trade in
environmental goods. WTO members have varying opinions on how to classify such goods. The EU, for
example, has proposed that the classification should be based on a list based on the end-use of a particular
product, such as a water-filter system. However, developing countries such as India would prefer to use a
system that designates tariff cuts for goods used in particular “environmental” projects.

23. The elimination of tariffs on environmental goods would also lead to a step-change in the activities
of customs authorities. Currently there is one tariff for each tariff code; each good has its own tariff.
Eliminating certain tariffs due to their environmentally friendly “end use” would lead to two differing tariff
levels for the same tariff code—one for environmental goods and one for similar goods with a non-
environmental end use. Consequently, customs authorities would need to make an assessment on the
validity of claims that the good in question would have an environmental end use in order to decide which
tariff to apply. This would increase costs and delays considerably and potentially detract from the significant
gains from the trade facilitation agreement.

24. We believe that the best method of achieving increased use of environmentally sound goods would
be through broader liberalisation, rather than singling out particular products.

June 2006

Witnesses: Mr Gary Campkin, Head, International Group, Confederation of Business Industry, Mr Neil
Harvey, Head, Trade Policy, Chemical Industries Association, and Mr Steve Barnett, BHP Billiton, gave

evidence.

Q91 Chairman: Good morning. I am very sorry
that we have been delayed a bit this morning. Being
a Sub-Committee we have a small number of
members, so if one is delayed or in another
committee we can be inquorate. We are quorate,
and we are very pleased to see you this morning.
If T can start off. You stated that the Doha
Development Agenda is a “critical opportunity to
realise” economic benefits to developing countries.
We have heard from a number of witnesses,
however, that the Doha round talks are unlikely to
have any major benefits to developing countries. Is
that your assessment?

My Campkin: Thank you, Chairman. No, it is not.
The second D in the DDA is development and it
is the Doha Development Agenda. Certainly, as far
as our assessment in the CBI is concerned,
development aspects are important. In the British
business community we have been very supportive
of the British Government’s position on ensuring
that the DDA concludes on an ambitious and
balanced basis, which includes a large development
related component. Trade liberalisation is good
for economic growth, it is therefore good for
development.

Q92 Chairman: The empirical evidence does not
always seem to point in that direction, does it? With
benefits, how will you quantify the benefits per

every one pound of trade that is generated? How
many pennies go to developing countries and
stay there?

My Campkin: There have been a number of studies
which I am sure other witnesses have referred to,
including those from the World Bank and other
institutions, which vary the amount of benefit to
developing countries depending on the exact nature
of the package that is concluded. I cannot honestly
tell you exactly what the end result will be. There
is no doubt at all that there are both static and
dynamic gains from trade liberalisation, and the
DDA will deliver if it is concluded on an ambitious
and balanced basis for developing countries and
developed countries as well.

Q93 Chairman: One report is the EU Sustainability
Impact Assessment which states that liberalisation
in this round would have very variable effects
tackling poverty in developing countries. It may do
nothing in some countries and do more in others,
so it is very variable. Does that not show that we
have to take appropriate measures which take into
account local conditions?

Myr Campkin: Chairman, I think you have hit on
an important issue, and maybe my colleagues
would also like to make an observation on this. It
is true to say that trade liberalisation generally is
good for development. Indeed, the latest DFID
White Paper said economic growth is the single
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most powerful way of pulling people out of
poverty, and trade liberalisation is an important
part of that, but it is not the end of the story, of
course. It is important to ensure that issues like
governance, the rule of law, the so-called flanking
measures in technical parlance, are also there to
ensure that developing countries gain the most out
of trade liberalisation. I do not know whether any
of my colleagues wish to comment.

Mr Harvey: 1 would add to that that we would
support any trade facilitation activities which
communities support to help developing countries
wholeheartedly. As an industry, the chemicals
industry, we agree with Gary that trade is a good
thing and it will help developing economies develop
their economies further.

My Barnett: Looking at it from the industries
which I am involved with, which is the mining and
metals industries’ type view, what you see is there
is a clear relationship in many countries between
development taking place with both environmental
protection and an increase in wealth in those
countries and that is basically trade. You alluded,
quite correctly, Gary, to the issue of governance,
and, particularly, one of the biggest detractors from
that effect taking place can very often be the
governance that takes place in those countries. The
EU report, where it shows variable effects, in fact
shows those variable effects to be skewed towards
those countries that have better governance rather
than the ones that do not. I do not think how that
is addressed is part of the WTQO’s scope, but
certainly we would take the view that the increase
in trade benefits wealth creation in those countries
and lifts people out of poverty which enables them
to put the money into the benefits of the
environment.

Q94 Chairman: In the CBI’s written evidence, you
have argued for “freer and fairer” global trade.
Does that suggest that developed countries should
remove their trade barriers but that developing
countries, perhaps, could be allowed to continue to
protect their markets whilst they develop their
capacity to enter into global trade?

My Campkin: Chairman, I think we need to be clear
that in terms of the DDA least developed countries
are required to make no commitments unless they
choose to. There are two other categories affecting
developing countries which will mean also that they
have flexibility in terms of a commitment. These are
the small and vulnerable economies and those
economies that have a large number of unbound
tariff lines. The actual number of developing
economies within the context of the DDA that will
be making the full commitments is quite small.
They are the emerging economies. These are the big
players, the Brazils, the Indias, the Chinas of this
world, which have in some cases very competitive
sectors globally. Indeed, an element which is often
forgotten is the importance of south-south trade.
You may well be aware that something like 70% of
all tariffs paid are paid from one developing

country to another developing country. This is a
clear restriction on trade and a clear restriction on
their economic growth.

Q95 Chairman: Trade barriers are only one thing
when we are tackling this issue for the least
developed countries. Are there any other things
that we can do to help them develop their capacity
to become more competitive to be able to develop
their markets?

My Campkin: Again, colleagues can maybe make
some observations on this. In broad general terms,
yes, we have been very supportive of the UK
Government’s financial commitments towards the
Aid for Trade package, which is all about ensuring
that developing countries can do exactly what you
have suggested. There is a big debate in Geneva at
the moment, which the WTO Director General is
heading up, about how to deliver on the Aid for
Trade commitments, and these are important. I
think it is also more broadly the case, and this goes
back to the flanking measures point outside
necessarily the exact nature of the DDA, that it is
important that we continue to look at improving
governance, reducing corruption and speeding up
trade facilitation, which is, in fact, a key part of the
DDA, to ensure that the grit within the trade
system is removed.

Mr Harvey: 1 would add to that, that in order to
help the companies trade and trade their way out
of their situation they need as simple a process as
possible. It is in their interest to have a simple open
trading system so their goods can reach other
markets. There is a whole welter of international
organisations out there to help them develop their
economies. The WTO is not the main vehicle, I
would suggest, to deliver on these sorts of issues.
We have the World Bank, the International
Development Bank, United Nations’ programmes,
and all these things are big powerful means to help
economies grow. Trade is one aspect of that, and
I think our role in the WTO is to make trade as
simple as possible to help them develop their
industries.

Q96 Chairman: There was one section which I did
not quite understand in your written evidence. You
said: “The reduction of tariff barriers tends to lead
to value being added closer to the source of raw
material production, which means that goods
transported are of higher value and less weight,
which has benefits in terms of transport impact and
emissions”. I do not quite understand the point
about “less weight” because perhaps with
liberalisation taking place more weight at a higher
value would be exported, therefore carbon
emissions from that trade would increase rather
than decrease.

My Harvey: The chemicals industry basically turns
natural resources into consumer products, that is
what we do. We would like this to happen in the
most efficient way possible. If in turning a natural
resource into a chemical, which is then used in a
consumer product, we can find the best source of
the material, then that would be the most
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sustainable benefit for the planet. I would argue
that we should be looking at the most efficient
conversion of the world’s natural resources into
products, and if that happens to be in a developing
country, excellent, the trade will be able to open
these markets up, both for exporting and importing
and develop the efficiency of converting resources
into products.

Q97 Chairman: In one sense you mentioned
chemicals, but surely what we actually see is
manufactured goods deriving their components
from all over the place which are being shipped
around the world, a bit added on here and a bit more
added on there. Is that not what really happens?
My Barnett: To reinforce a little bit of what Neil was
saying in the first point and I will partly address your
second with a specific example. That example is
nickel tariffs in Brazil where, for example, there are
tariffs on import which limit the ability of the local
stainless steel producer to source material outside
which makes his product uncompetitive on the
world market. It limits their potential to grow that
sector of their industry. That was put in place to
protect part of their upstream mining industry. You
get the distortion where it protects one part of their
economy but limits the ability of another part of
their economy with valued-added products to grow.
I think that, perhaps, is the sort of example we are
thinking about. Similarly, of course, by limiting
that, you ship finished products in rather than, in
this case, having an opportunity to export value-
added products because their raw material is more
expensive than it would be if they did not have those
tariffs in place.

Q98 Chairman: In your evidence you have
highlighted the involvement of multinational
companies being able to enhance environmental
standards in developing countries. I wonder if you
can say how widespread you think that benefit is and
give us some examples.

My Barnett: 1 can give you two or three examples
from the mining industry straightaway. There is the
classic one which is in Mozambique with investment
in an aluminium smelter, importing material from
Australia, a duty-free area just outside Maputo. This
was the catalyst for a large amount of change and
development in Mozambique and lifted the whole
standards which Mozambique applied to its
environmental protection. It was seen by the
Mozambique Government as a way that they could
have development, environmental protection and
trade at the same time. That is one classic example I
can give you that is well documented, there are
others from the industry around and, of course,
there are always negative examples as well.

Q99 Chairman: Are the good ones
predominant than the negative ones?

My Harvey: Yes, and as time goes on there are more
and more of the positive ones. There are the legacy
issues which are always there, but the positive ones
outweigh the negative ones by a long way from what
we have seen.

more

My Harvey: Multinational companies do not like to
have different management systems in their
operations around the world, they like to have the
same systems in place, whether it be in Africa,
China, Europe or America. It is easy to manage a
company if you are running it with one management
system. In my experience in the chemicals industry,
good practice in America and Europe is taken to
plants which are being set up in China and other
developing parts of the world. The same standards
apply, and they are very often much higher than the
local environmental regulations require.

Mpr Campkin: Chairman, if I can add on a more
general note. Companies, and particularly in my
experience of British companies, do take these
considerations immensely seriously. A lot of them
have very well developed codes of conduct based on
a corporate ethos drawing down on all sorts of
corporate responsibility instruments which often go
above and beyond compliance with the law. I think
it is very important to recognise that is a key element
of business assessment and business planning from
our companies. Within the business community
there is a growing concern about the activities of
some non OECD-based multinational companies
and the sorts of standards that they are employing in
some of their operations. That is a very big challenge
as we move ahead to try to get them to recognise that
they have a responsibility to stand up to the
challenges in the same way that our companies do.

Q100 Chairman: Surely this means then that you
would favour more regulation because if you want to
get rid of the cowboys, for want of a better word, or
the pirates, if you like, the people who think they can
undercut those companies that employ good
standards, that would mean you would want some
kind of regulatory system in place so that everybody
has to employ the same standards. There are always
going to be some freeloaders, are there not, if you do
not have that regulation?

Mr Campkin: Chairman, effective regulation is
important and effective implementation of that
regulation is important. Of course, where there is
regulation in law responsible companies comply. If
they do not, they should face the full force of
penalties; there is no question about that. However,
it does also touch back on an issue that we
raised earlier which is about governance and
accountability in some developing countries. The
classic examples are in weak governance zones
where maybe the governments are unable or
unwilling to enforce the law. As Neil said, it does
then require responsible companies to bring their
best practices with them in the way that they operate.
It does not necessarily mean more regulation but it
does mean implementation of effective regulation.

Q101 Chairman: We had this big row over the
Operating and Financial Review, and I think it may
be truly said that the Government backed down,
facing the pressure from business, about improving
transparency and accountability and more duties on
directors and so on to ensure that happens. Are you
still concerned that is the wrong approach? It seems
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to me that what you have said somewhat runs
against the grain of that particular position which
was taken last year.

My Campkin: With respect, Chairman, I do not
think it does. The OFR issue—again, I am not an
OFR expert, so forgive me for that—as far as I
understand it, something like 70-80% of the
requirements in the OFR were already required
under UK or European law anyway. There is no
sense in which business is not prepared to comply
and provide the information that the OFR covered.
In addition, a lot of CBI member companies have
spent a lot of resource preparing to comply with
OFR and, indeed, are proceeding to comply and
report to shareholders and other stakeholders along
those lines. I do not know whether any of my
colleagues would like to add to that.

My Harvey: 1t falls outside my trade policy area, I
am afraid.

My Barnett: 1t falls outside of mine as well.

Q102 Chairman: Finally from me, can I ask you
whether an international agreement, such as a
Global Convention on Corporate Accountability,
might help ensure that multinational businesses act
responsibly in developing countries?

My Campkin: There is a whole range of such
instruments and guidelines already in place. These
happen at a multilateral level, for example the
OECD guidelines. One of my other jobs is the Vice-
Chairman of the Business and Industry Advisory
Committee to the OECD’s Investment Committee
which is the custodian of the guideline, but there are
others, the UN Global Compact. There are also—
and I am sure my colleagues will pick up on this—
sectoral corporate responsibility codes and, of
course, individual companies also pursue their own
CSR practices.

Mr  Harvey: From the chemical industry’s
perspective, we run a global initiative called
“Responsible Care” where there are 10 guiding
principles, and all our member companies and all the
associations around the world are obliged to follow
these guiding principles.

Q103 Chairman: What happens if they do not?

My Harvey: We work with them to improve their
performance, it is as simple as that. The people at the
bottom of the list are taken by the association and
given guidance as to how they might improve their
performance.

Q104 Chairman: What if that did not work? Does it
always work?

My Harvey: Yes, in our association it has always
worked. I cannot speak for the Argentinean
chemicals industry, for example, but certainly in the
UK we have had no flagrant breaches of that code.

Q105 Mr Caton: In your submission you say it is
important to balance the needs of the environment
while maximising the benefits of trade liberalisation.
Do you see the WTO as being capable of achieving
that balance?

My Campkin: The WTO is a body which does two
things: it pursues trade negotiations and it looks at,
investigates and rules on trade disputes. It is not
fundamentally an environmental body. However,
the WTO does recognise the need to understand
fully the links between trade and the environment.
For the first time in any trade round when the Doha
Development Agenda was launched there was a
specific requirement to pursue elements related to
the environment. The WTO has an important role to
play, as we have said before, in terms of trade
liberalisation. The benefits of trade liberalisation do
lead to benefits for the environment as well, but it is
not first and foremost an environmental body.

My Barnett: If 1 can add to that, which goes back to
your point, Chairman, that if you look at the way
things are developing at the OECD level, there is a
host of regulations, et cetera, appearing, such as the
globally harmonised system of classification and
labelling which is aimed at putting common
standards of labelling and classification on
chemicals worldwide. That is the right place for
those to be, not in a trade thing. The two things need
to recognise one with the other but they need to be
kept in separate parts. Let trade deal with the trade
issues and as they are emerging put in place and have
in place the other thing. The World Bank, for
example, and the IFC have set environmental
emissions standards in their guidelines which
anybody who goes for funding to those bodies has to
meet. That is the place for it to be.

Q106 Mr Caton: The WTO has set up its committee
on trade and the environment. What do you think of
the progress in that body?

My Campkin: The progress has been slow but I think
it is important that it has been established and they
are looking at the issues. Other commentators have
said more generally that trade negotiations often
proceed at a glacial pace. Unfortunately, as someone
who spends a lot of his working life looking at these
things, that can be true and it can be frustrating but,
at the end of the day, I think we need to focus in on
that. Incidentally, Chairman—I hope very much
that you will allow me to make this comment—
following the G8 meeting recently where G8 plus five
ministers made it quite clear that basically we have
got a month to try to set the framework for the
conclusion of the DDA at the end of this year and we
very much hope that deadline will be met because we
do believe there are significant benefits to be made
and the time is right to make a deal.

Q107 Mr Caton: Because of this lack of progress in
the WTO, some other witnesses have suggested that
a new body should be established to look at the links
between the environment and trade. For example, it
was suggested that we may need a body to analyse
trade and environmental problems, to develop
recommendations for policies, and maybe act as an
impartial dispute settlement body, what do you
think about that?
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My Campkin: Again, colleagues may have a view,
but our sense is that we do not need a new body,
what we need is more effective co-ordination and co-
operation between those bodies which already exist.
My Barnett: 1 agree with that.

Q108 Mr Caton: One of the arguments which has
been put to us is that the WTO does not have within
it the expertise to deal with the sorts of issues that I
have just listed.

My Campkin: 1 am not sure whether that is entirely
true, and maybe I can use an example. I have been
involved in all of the DDA ministerials and
obviously have seen the way in which the British
Government has operated. I have to tell you that the
way in which ministers from different departments,
including Defra, have operated and pooled their
experience to make sure that they do get valuable
results and progress is pretty impressive. I think
there is capacity there to bring expertise in, but I
would go back to stressing the fact that the WTO is
first and foremost a trade liberalisation body and
there are other bodies, the MEASs, that deal with the
environmental side. The key thing is to ensure that
there is observer status betwixt and between the two
and there is proper dialogue so that these important
policy issues are reinforced.

Q109 Mr Caton: I will be coming on to the
relationship between the WTO and MEAs in a
moment. As you have just said, and, indeed, you
have said it in your written evidence, the WTO is
essentially a multilateral forum regulating global
trade, not an environmental forum. However, the
development round acknowledges that trade is one
of the best ways to reduce poverty. Why should the
same not be said about tackling environmental
issues? Could the positive impact of more
sustainable trade not prove very great?

My Campkin: Sustainable trade and sustainable
economic growth will bring benefits to developing
economies. We believe that will bring more efficient
use of natural resources and it will mean a better way
of ensuring that competitive advantage comes
through, which means efficient use of those
resources. As trade grows an economy it means that
more revenue will be available to developing country
economies to pursue issues like environmental
protection. We believe, both directly and indirectly,
that there will be benefits for the environment
from trade liberalisation, so those should not be
discounted easily.

My Harvey: 1 suggest it would be easier to translate
economic benefits into social programmes than
maybe into environmental programmes. Maybe that
is one reason why the poverty area is more easily
addressed by trade because there is a more direct
relationship between trade and poverty.

Q110 Mr Caton: You said in your submission that
WTO rules do not take precedence over Multilateral
Environmental Agreements, and vice versa.
However, again, we have heard from witnesses that
the WTO has what is called “a chilling effect” on
governments and they are unwilling to implement

environmental protection regulations because they
are worried that the WTO will rule them illegal. Is
that your experience?

My Campkin: 1 must say, it is not. The classic
example which a lot of people always raise is the
shrimp/turtle case from 1998 where India, Malaysia,
Pakistan and Thailand challenged a ban imposed by
the United States on imports of certain shrimp and
shrimp products. They did this because they were
concerned that endangered species of sea turtles
were caught in nets of shrimp fishermen. The WTO
looked at this and, indeed, upheld that as a
legitimate concern. The protection of the
environment in terms of protecting an endangered
species was a legitimate action in terms of leading to
the US banning the import of shrimp and shrimp
products. That is an example of how the WTO has
acted on an environmental issue.

Q111 Mr Caton: On that very convention on the
trade of endangered species, one witness suggested
to us that because of this chilling effect that the WTO
has on MEAs that convention would not be agreed
now because countries would be worried that they
were going to go against the WTO. You do not think
that is the case?

Myr Campkin: My colleagues might have a view on
the MEA side, but I do not believe that to be the case
because the obligations which 150 governments
sign-up to from developed and developing countries
in the WTO are trade-related obligations. The
dispute settlement mechanism of the WTO is geared
up to look at those obligations and commitments.
They do not necessarily conflict with MEA
commitments but, again, colleagues might have a
view on that.

Q112 Mr Caton: Can I give you another example
closer to home. A British Government study on the
feasibility of a timber licensing scheme to limit trade
in illegal timber emphasised that there is
considerable uncertainty about the operation of a
licensing system in relation to WTO rules. Does that
sort of thing not show that this chilling effect is a
real one?

Mpr Campkin: 1 must admit that I know nothing
about the licensing system related to timber, so I
cannot comment.

Q113 Joan Walley: Following on from that point
which Mr Caton made, is there not a wider issue in
that it is the trade that trumps the environment
issues rather that the environment that trumps the
trade issues?

Mpr Campkin: Again, I do not think the two should
be seen as in conflict or in any sense one over the
other. I hope what we have said, both in our written
evidence and, indeed, some of our comments today,
has shown that there are clear linkages between
increasing trade liberalisation, sustainable economic
growth and better protection for the environment in
terms of more effective and efficient use of resources
and, indeed, more flanking measures that
can increase environmental protection. Again,
colleagues may have a view.
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Myr Harvey: Sustainability has three pillars,
economic, environment and social, and they are all
interlocking. Trade negotiators recognise that, but
their main focus is on trade and not on the
environment. The social and environmental aspects
of trade are also taken into account in this issue, you
cannot divorce them. There is not a completely
separate set of negotiations. there is an impact.
Trade will have an impact, the environment will
have an impact and social will have an impact. I do
not think it is the tail wagging the dog or the dog
wagging the tail, it does not work like that. They are
all integrated.

Q114 Joan Walley: Surely there has to be a concern
if government is unwilling or reluctant to go down
the routes of, for example, issues on sustainable
timber?

Mr Harvey: They represent the social aspect of
sustainability.

Q115 Joan Walley: Perhaps we will move on.

My Barnett: One comment I would add is there is a
parallel with that, the Forest Stewardship
Programme which the WWF run quite successfully.
That has not run into any of those sorts of issues. I
am not quite sure where the other issue comes from,
it is outside my own area of expertise, but there is
the opposite which is a programme that gives
certification for sustainable forest management that
is up and running through Canada and the US in
particular, which is running extremely successfully.

Q116 Joan Walley: Maybe we will beg to differ on
that. Certainly the WTO is the overriding body
which prevents a ban on illegal timber and I would
say that was having greater priority. Moving on, in
respect of what you said about trade liberalisation,
it seems to me that you agree with a number of the
environmental NGOs that the liberalisation of trade
and environmental goods and services would not
necessarily be a good thing. In a way, I think where
you differ is where they suggest that the
sustainability of all trade should be assessed rather
than simply for environmental goods and services. I
am not quite sure what your position is and how it
relates to the list system, which seems to be the
preferred European Union way of dealing with this
issue. Have you got any comments on that?

My Campkin: Certainly. The CBI does not support
a list system because we believe it is impractical and
impossible to administer. We believe that things like
the ability to discriminate at the border on the basis
of how something is produced are impossible in
practice. This is the so-called “process and
production methods”, the PPMs. We also believe
that it would place an undue and impossible burden
on our customs authorities in trying to determine
what the end use for a particular good was in terms
of the same tariff code. For those reasons, we do not
believe a list system makes any sense.

Mr Harvey: There are practical difficulties and it is
the practical difficulties that we have concerns
about, not the principle of liberalising trading
goods.

Q117 Joan Walley: If you are advocating increased
liberalisation of all goods to achieve greater use of
environmentally friendly products, does that impact
not ignore the fact that liberalisation is also likely
to increase trade in products that are not so
environmentally friendly? How do we deal with
that?

My Harvey: We believe, for the reasons we have
stated before, that trade liberalisation is important.
Indeed, part and parcel of trade liberalisation is
the liberalisation and more free availability of
environmentally friendly technologies and services.
That is part of the negotiation. Indeed, UNCTAD
itself recognised that easier access to sound
environmental technology and know-how is one
of the key environmental benefits of trade
liberalisation. The principles are there. What we
have said on the list system is a purely practical issue
about how to administer a system which would, in
effect, discriminate between one type of good and
another. That is not to say that we do not believe
there should not be ways of encouraging
environmental services and technologies but that the
list system is not the way to do it.

Q118 Joan Walley: If you are rejecting the European
Union proposals on the list system, what mechanism
are you suggesting should be put in place to make
sure that there is an environmental basis for the way
in which trade liberalisation is going ahead?

My Harvey: There are many different aspects of
trade. You are focusing on the environmental
benefits, but there is trade in goods which helps
countries industrialise and trade in consumer goods
which may have neutral benefits to the environment
but are still important to society.

Q119 Joan Walley: Can I stop you there because one
of the reports which has just come out from the Joint
Committee of the National Consumer Council and
the Commission for Sustainability Development,
which arose out of the Johannesburg World
Summit, looks at the whole issue of sustainable
consumption. How do the aims and objectives of
what came out of the last World Summit on
Sustainable Development fit into mechanisms which
could deal with these environmental aspects of trade
liberalisation when you are not coming forward with
a mechanism which could promote that? Do you see
what I am saying? How do you get around that?
My Harvey: A total trade liberalisation package
would facilitate that.

Q120 Joan Walley: I do not understand how if you
are rejecting the list system.

Mr Campkin: Trade liberalisation in and of itself
through the NAMA negotiations and, indeed, trade
in environmental services through the negotiations
on GATS will do that. It goes back to the notion of
having an ambitious and balanced conclusion to the
round. Within the negotiations itself, the NAMA
and within the GATS, we think that will deal with
the issue.
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20 July 2006 Mr Gary Campkin, Mr Neil Harvey and Mr Steve Barnett

My Harvey: Can 1 say, there is a list system already
in place in the WTO for a sector and that is for
pharmaceutical ingredients. It was agreed in the
Uruguay round that ingredients that go to
pharmaceuticals should be zero-rated for duty if
they were only used in pharmaceuticals, so for sole
use. There is a distinct tariff code for pharmaceutical
ingredients, so it is relatively easy to say, “Yes, those
ingredients only go to pharmaceuticals”. Customs
officers do not have an issue in terms of what the
chemicals may go into because they are just used for
pharmaceuticals. We do not have a problem with the
list system if it is run in a very transparent way. It is
not clear to us what an environmental good is, no-
one has defined it. I will give you another example.
If a water treatment plant qualified as an
environmental good, the chemicals which the plant
relies on to work may not be because they have duel
use. They may be used in other sectors which may
not have such environmental benefits. How does a
customs officer know that a chemical is going to be
used in a water treatment plant or in a chemicals
complex? He is not going to know that.

Q121 Joan Walley: If I can move on from
pharmaceuticals to fisheries. You argue that trade
liberalisation will be good for fisheries. Having been
out at the World Summit on Sustainable
Development and having met many people from
countries all around the world who are very
concerned about the impact of trade liberalisation
on fisheries and what it could mean to unsustainable
levels of extraction for local communities, I am
interested in how you justify your comments that
trade liberalisation will be good for fisheries.

My Campkin: The comments in our evidence were
related to the fact that in many instances there are
subsidies given to fisheries industries around the

world which encourage unsustainable practices. We
believe that through the trade liberalisation
negotiations more effective use of resource will be
encouraged by trade liberalisation because it will
remove the need to provide some of those subsidies
and, therefore, will change the practices within the
fishing industry.

Q122 Joan Walley: Are you not afraid that you
could end up with large commercial trawlers going
in and hoovering up fish supplies and fish stocks?
Are you not concerned about the effect that could
have on local markets?

My Campkin: 1 think you raise a particularly
important issue. Of course there is concern, but the
comments specifically in our paper relate to the
subsidies that are provided in some countries to
the fishing industry which we believe promote
unsustainable practices. It is that which those
comments in our paper focus on.

Q123 Joan Walley: You have not met any processes
in respect of the concerns that have been expressed
to us which I have just outlined, including from
different NGOs?

My Campkin: 1 cannot offer any other comment on
that particular issue.

Q124 Chairman: Thank you very much for your
evidence this morning, it has been very useful. If we
have one or two more queries on the timber trade
licensing, we may write to you and perhaps we can
get a written response to those queries.

My Campkin: 1 would be very happy to respond to
any further questions, Chairman.

Chairman: Thank you very much. Sorry that we
were a bit late starting.

Joint memorandum submitted by DTI, DEFRA and DfID

ENVIRONMENTAL AUDIT SUB-COMMITTEE INQUIRY—TRADE, DEVELOPMENT AND
THE ENVIRONMENT: INTERNATIONAL TRADE AND THE WTO

SUMMARY

1. The Department of Trade & Industry (DTI), Department for Environment, Food & Rural Affairs
(DEFRA), and the Department for International Development (DfID) welcome the Environmental Audit
Sub-Committee’s decision to hold an inquiry into Trade, Development and the Environment: International
Trade and the WTO. It provides an opportunity to set out the UK Government’s vision of an ambitious,
pro-development outcome to the current round of multilateral trade negotiations, the Doha Development
Agenda (DDA), and how this will assist in promoting global economic growth and achieving wider
development, poverty reduction and environmental objectives.

2. The UK Government is committed to the development of an open and rules-based international
trading system that fulfils its potential to facilitate sustainable economic growth and contributes to the
reduction of poverty in poorer countries. The UK’s objectives for the current round of multilateral trade
negotiations—the Doha Development Agenda (DDA)—were set out to Parliament by the Secretary of State
for Foreign and Commonwealth Affairs, and by the Prime Minister to the European Parliament, on 23 June
2005. Specifically, the Prime Minister said about the DDA:

“We want an outcome which leads to global economic growth, including through better access to
markets for developing countries, in particular for the poorest nations in the world. We want an
outcome which reflects the Millennium Development Goals, and which allows the DDA to be
completed during 2006.”
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3. The key policy commitments on trade and development are set out in the Government’s White Papers,
Eliminating World Poverty: Making Globalisation Work for the Poor (December 2000) and Making
Globalisation a Force for Good (July 2004). The 2004 White Paper committed the UK to, inter alia, fulfilling
the mandate on trade and environment set down in paragraph 31 of the DDA Ministerial Declaration.

4. The links between trade, development and the environment are clearly established within the WTO.
The importance of trade in facilitating economic growth whilst making optimal use of resources and
environmental sustainability is recognised in the Preamble of the Agreement establishing the WTO. This
states that:

“Recognising that their relations in the field of trade and economic endeavour should be conducted
with a view to raising standards of living, ensuring full employment and a large and steadily
growing volume of real income and effective demand, and expanding the production of and trade
in goods and services, while allowing for the optimal use of the world’s resources in accordance
with the objective of sustainable development, seeking both to protect and preserve the
environment and to enhance the means for doing so in a manner consistent with their respective
needs and concerns at different levels of economic development.”

5. This commitment has been re-affirmed in paragraph 6 of the Doha Declaration:

“We strongly reaffirm our commitment to the objective of sustainable development, as stated in
the Preamble to the Marrakesh Agreement. We are convinced that the aims of upholding and
safeguarding an open and non-discriminatory multilateral trading system, and acting for the
protection of the environment and the promotion of sustainable development can and must be
mutually supportive.”

6. Environmental issues are being integrated directly into the DDA through three mechanisms:

— acommitment to the principle of securing additional tariff reductions for trade in environmental
goods and services, that should promote trade in, and diffusion of, these;

— negotiations to ensure greater consistency and complementarity between multilateral trade
agreements and MEAs, as well as improving mechanisms for the exchange of information between
WTO Secretariat and organisations responsible for monitoring and implementing international
environmental rules; and

— an emphasis on sustainable development being appropriately reflected in the overall negotiations.
Both the Committee on Trade and Development (CTD) and the Committee on Trade and
Environment (CTE) are instructed to identify and debate developmental and environmental
aspects of the negotiations to ensure sustainable development is appropriately reflected.

Other aspects of the DDA negotiations may also have an indirect impact on the environment such as the
on-going negotiations on subsidies disciplines for the fisheries sector within the DDA Rules Negotiations.

7. Within the WTO negotiations on environmental issues take place in the CTE in Special Session CTE
(SS). The European Commission represents EU Member States during these negotiations and speaks on the
basis of an agreed EU position. Officials from both DG Trade and DG Environment work on this dossier.
Officials from EU Member States, including the UK, monitor the progress of the negotiations and
contribute to the development of the policy position of the EU. The compatibility of the potential outcomes
of the DDA negotiations with the objective of sustainable development is being assessed by the European
Commission through the undertaking of Sustainability Impact Assessments (SIAs) into the implications of
the DDA.

8. In answering the questions posed by the Environmental Audit Sub-Committee, this memorandum
seeks to explain why the UK Government believes that a global framework for trade can be a positive force
and promote sustainable pro-poor economic growth in developing countries. The Government is committed
to ensuring consistency between trade, international development and environmental policies and
programmes. This is essential to ensure that economic growth occurs in a manner that limits adverse social
and environmental consequences. Within the Doha Round the UK Government puts great emphasis on
development, including allowing developing countries to design, plan and sequence their economic reforms
so these are consistent with wider economic development and poverty reduction strategies, as well as the
inclusion of environmental goods and services in the negotiations. This will contribute to providing a clear
framework of trade rules that promote sustainable economic growth and development.

DETAILED EVIDENCE ON THE ENVIRONMENTAL AUDIT SUB-COMMITTEE’S SPECIFIC
POINTS OF INTEREST

1. What is the impact of increased trade liberalisation on the environment?

10.9 Itisimpossible to quantify the exact impact of trade liberalisation on the environment, although it is
likely that there are positive and negative environmental effects associated with trade liberalisation. Positive
impacts could include the enhanced diffusion of new technologies, especially environmental technologies.
Increased competition could also encourage more efficient use of world resources as countries who have a
natural comparative advantage gain market share at the expense of less efficient producers. Negative
impacts might result from extra resource demands of additional production and consumption, or the
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migration of significant numbers of people to urban areas, which may grow in an unplanned manner. There
is also the risk of environmental degradation as countries expand production of crops at the expense of
forests to take account of greater market access and comparative advantage.

10.10 Overall trade liberalisation has the potential—if accompanied by appropriate complementary
measures—to bring about positive impacts on the environment. However, these flanking measures are
crucial in order to maximise the possibility of environmental gains. In order to analyse the potential
environmental impact of any trade agreement and identify appropriate enhancement and mitigation
measures the European Commission is undertaking Sustainability Impact Assessments (SIAs). The UK
Government strongly supports the use of these SIAs in trade policy making in order to increase any potential
benefits whilst reducing negative side-effects on the environment.

11. The Institute for Development Policy and Management at the University of Manchester has
published draft final versions of their global overview report and case studies on the potential impact of the
current DDA trade negotiations. These are available on the internet (http://www.sia-trade.org/
FinalPhaseFinalReports.shtml) for comment, and to enable EU Member States and WTO members to
develop their negotiating positions. The European Commission hosted a public meeting to discuss the
reports on 16 June 2006. The European Commission also held an international conference on SIAs in
Brussels in March. The findings of the draft final report on the current DDA confirm that trade liberalisation
has indeed the potential to trigger sustainable development, but in order to do so appropriate flanking
measures have to be in place:

“Trade liberalisation per se is not the main driver for a more sustainable development. It may
however, be one of several policy mechanisms that can, under appropriate circumstances,
contribute to growth on a more sustainable basis. Other economic and developmental reforms and
measures that are tailored to the specific requirements of each developing country would need to
be implemented alongside greater trade liberalisation”.

12. Aid for Trade (AfT) will be an important element of these additional and complementary measures.
The overall objective of AfT has been defined in the Hong Kong Ministerial Declaration:

“to help developing countries, particularly LDCs, to build the supply-side capacity and trade-
related infrastructure that they need to assist them to implement and benefit from WTO
Agreements and more broadly to expand their trade.”

How this objective will be achieved in particular, which countries will be eligible and what mechanisms
will be used to distribute this financial assistance is currently being discussed in the Aid for Trade Task
Force, set up by Pascal Lamy earlier this year. This Task Force has been instructed to provide
recommendations to the WTO General Council by July 2006 on how AfT might contribute most effectively
to the development dimension of the DDA. The UK has already pledged to increase support for trade-
related assistance to £100 million per year by 2010.The UK Government is also closely involved in the
current debate on AfT to ensure the final recommendations of the Task Force contribute to unlocking the
(sustainable) development potential of the DDA.

2. To what extent should the WTO process encompass environmental considerations?

13. The DDA is the first trade round that has included a mandate on trade and the environment. The
inclusion of environment in the mandate is a significant new dimension to trade negotiations, and is
recognition that for trade agreements to be sustainable in the longer term, environmental as well as
economic and social factors must be considered. The EU was instrumental in pressing for this to be included
at the launch of the Round in November 2001. The EU also welcomed the reaffirmation by the WTO
General Council of the importance of the environmental dossier in the July 2004 Framework Agreement
and its commitment to making progress in this element of the negotiations. The UK strongly supports this
position. The Hong Kong Ministerial Declaration also reaffirmed the Doha mandate “aimed at enhancing
the mutual supportiveness of trade and the environment” and welcomed the “significant progress” made by
the Committee on Trade and the Environment in Special Session CTE (SS), and instructed all WTO
Members to “intensify the negotiations, without prejudging their outcome, on all parts of paragraph 31 to
fulfil the mandate”.

14. Sustainable development and promoting environmental benefits is a theme which runs across all the
dossiers within the DDA negotiations. For example, the objective of the DDA negotiations on the
agriculture dossier has been to reduce, and ultimately to remove, trade distorting tariffs and subsidies for
the production and export of agricultural products. Within the EU this has been achieved through
decoupling, the ending of the link between production and subsidy payments, whilst allowing payments
which deliver public goods such as environmental benefits. If implemented, these reforms should achieve a
better equilibrium between supply and demand in global agriculture markets, reducing overproduction and
artificial price distortion, as well as the practice of dumping surplus agricultural products on world markets.
It should also have a beneficial effect by reducing the pressure on land in some places, through
disincentivising overproduction.
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15. Since the Uruguay Round of trade negotiations (1986-94), programmes for supporting agriculture
and rural land use have been categorised into three boxes, Amber, Blue and Green. The Amber Box includes
subsidies which significantly distort trade, eg export subsidies and price support, and the ultimate objective
is to phase these out completely. The Blue Box contains mechanisms which are considered to be trade
distorting but which are subject to production-limiting or reform programmes. These payments are to have
thresholds for the maximum levels of support. The Green Box includes support mechanisms which are
considered to be minimally or non-trade distorting, for example payments for managing land in an
environmentally friendly manner, as under the EU’s Single Payment Scheme. Programmes under the Green
Box will continue to be allowed under WTO rules, with no cap on the maximum level of payments made.

16. Some progress has been made during the DDA negotiations. The WTO Ministerial Meeting in Hong
Kong agreed to phase out export subsidies in agriculture by 2013 (with developed country subsidies for
cotton eliminated by 2006). However, more progress needs to be made on both the reduction of agricultural
tariffs and quotas and the levels of domestic support if the potential benefits of the DDA are to be realised.

17. Multilateral trade negotiations within the WTO are, however, driven by WTO Members and their
priorities. WTO Members have committed to making the Doha Round a development round, as set out in
the 2001 Doha Declaration, for example in paragraph 2:

“The majority of WTO Members are developing countries. We seek to place their needs and
interests at the heart of the Work Programme adopted in this Declaration.”

18. A key element to an ambitious and pro-development outcome to the Round is opening up developed
country markets to improve developing country trading opportunities. Some developing nations have
expressed concerns that the motives of developed nations for including the environment in the Doha Round
are more to do with securing market access for goods or for protecting domestic industries (sometimes
referred to as eco-protectionism) than with protecting the environment. For example, agreement in the CTE
(SS) on an approach to identify those goods which should be classified as “environmental goods” and should
benefit from tariff reduction is difficult to reach not least since developing countries are concerned the list of
goods proposed by developed countries had been compiled on the basis of trade rather than environmental
considerations. The European Commission is seeking to address these concerns through submissions to the
CTE (SS), bilateral discussions and through technical assistance to enable developing countries to engage
in negotiations and implement any future agreement. The EU for example, with the strong support of the
UK Government, recently co-sponsored together with 6 other countries, including the US and Japan, a
submission to the CTE (SS) outlining in more detail the environmental and developmental benefits of goods
proposed by developed countries in the areas of Waste Water Management and Solid and Hazardous Waste
Management Products.

19. Whilst the WTO has an important role to play in promoting sustainable development and
environmental benefits, environmental issues cannot be resolved solely within the WTO. Other international
institutions have more relevant expertise and are better placed to take the lead in tackling these issues,
primarily the MEA Secretariats. However, it is important that clear and formalised mechanisms for
observership and information exchange between the WTO and the MEA Secretariats are agreed as part of
the DDA negotiations. The EU will continue to press for these negotiations to be concluded.

3. What is the role of multinational organisations, such as the World Bank and IMF, and the EU?

20. The UK Government seeks to encourage multinational organisations to take environmental impacts
into account in the policies they promote and projects they run. This includes those organisations in which
the UK is a “shareholder” and board member and those to which the UK contributes either funding or
technical expertise.

Examples include:

— The World Bank Extractive Industries Review of investments in oil, gas and mining. The
environmental implications were a major consideration in the review, and it concluded that future
investment should include adequate environmental safeguards;

— Areview of International Finance Corporation (IFC) environmental and social safeguards where
DSfID helped shape the new IFC Policy, Performance Standards and Guidance notes through
cross-Whitehall and multi-stakeholder consultations, including hosting dialogues between the
IFC and others, including NGOs;

— DIFID is working with the World Bank on Climate Change, developing a methodology for
integrating climate change risks into development assistance. A pilot programme is underway in
Bangladesh;

— DAFID is working with the World Bank and the Regional Development Banks to develop the
Energy Investment Framework to accelerate public and private investment into low carbon energy
and infrastructure.
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The UK Government also actively participates in working groups exploring these issues, such as the
Multilateral Financing Institutions Technical Working Group on the Environment, and the International
Association for Impact Assessment. This helps contribute to formative stages of policy guidance,
environmental assessment tools and other initiatives.

4. How are business and other interests influencing the trade agenda?

21. When developing its trade strategy, the UK Government takes into account views of business,
development, environment and gender NGOs, trade unions, academia and other organisations with an
interest in world trade. This is done in part through the “Trade Policy Consultative Forum”, chaired by the
Minister for Trade. The Forum is open to all interested parties; meetings are advertised and attendance is
by registration. The Forum discusses a number of different trade issues and participants have the
opportunity to question the Minister and officials on points of interest. The most recent Forum took place
on 2 March 2006. Records of Forum meetings are published on the DTI website at:

http://www.dti.gov.uk/europeandtrade/trade-policy/trade-policy-consultations/page10296.html
22. In addition to this, Ministers and officials are in regular contact with interested parties—including

business and NGO representatives—through bilateral and group meetings to discuss individual issues
related to the trade agenda.

5. What are the likely impacts, beneficial or otherwise, of the Doha Round—if completed—on the environment?

23. Tt is not possible to predict the precise impacts on the environment of the Doha Round, as this will
depend on the measures adopted in the final agreement. However, it is likely that there will be both positive
and negative impacts on the environment and that these would vary considerably across sectors and regions.

24. Assessing potential impacts is very complex; for example, increased liberalisation of trade in sugar is
likely to result in an expansion of production in countries with low production costs, such as Brazil,
Thailand and South Africa, which will increase pressure on biodiversity, soil and water resources in those
countries. Conversely, in some EU countries there will be a reduction in sugar beet production, which would
ease pressure on soil and water resources, but with some offsetting disadvantages, such as less variety in
arable crop rotations, affecting ground-nesting birds. Additionally, there might well be a reduction in
production in some ACP (African, Caribbean and Pacific) countries with high production costs, which
would lead to significant rural development impacts but also to opportunities for habitat recreation.

25. The UK Government has commissioned some research to look at what capacity building and flanking
measures are in place in developing countries to mitigate negative environmental impacts and how effective
these are, in order to determine whether the UK can add value through its direct participation and/or
through working with international institutions and others. The final report is expected in July.

6. Will the Doha “Development” round produce the pro-development outcome originally intended? What
should this include?

26. The UK remains fully committed to achieving an ambitious, pro development outcome to the DDA
by the end of 2006, and believes this is still possible if all parties move from established positions in the
coming weeks.

27. An ambitious, pro-development outcome in the DDA should include substantially improved market
access for developing countries for their agricultural and industrial goods and for services, as well as
dismantling of trade-distorting agricultural subsidies by developed countries. It should also ensure adequate
and effective special and differential treatment for developing countries allowing them the flexibility to
decide, plan and sequence trade reforms as part of a wider poverty reduction and development strategy.

28. A pro development outcome must also include greater progress on the package of measures, often
referred to as the Development Package. These include:

— A clear timetable for 100% Duty Free Quota Free Market Access (DFQFMA) for Least
Developed Countries (LDCs), with simple and transparent rules of origin that facilitate the use of
preferences;

— More ambitious reductions in domestic support for cotton than for other products;
— Developmentally beneficial Food Aid disciplines;

— Active participation of developing countries (including LDCs) in the services negotiations through
increased understanding of the potential benefits and technical support;

— Meaningful Special Products and a Special Safeguard Mechanism;

— Increased Aid for Trade and effective delivery mechanisms—including an enhanced Integrated
Framework by end 2006.
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7. To what extent is the environment under the heading “environmental services” being treated as a commodity
within the WTO negotiations?

29. Paragraph 31 of the Doha Declaration emphasises the importance of further liberalisation in the area
of environmental goods and services. Liberalisation of environmental services markets stands to benefit
exporters, importers and consumers of such services as well as the environment and development.

30. Environmental Services comprise Section 6 of the GATS classification. WTO Members can take
commitments relating to services provided under seven different categories, including for example:

— water for human use and wastewater management (for example, sewage disposal);
— solid/hazardous waste management (for example, refuse disposal, sanitation services); and

— remediation and clean up of soil and waters (for example, treatment of contaminated land and
water).

31. The current round operates on a Request/Offer basis. In this context, the EC has included additional
commitments (on top of existing Uruguay Round commitments) on environmental services in its offer
(although the EC has excluded water for human use) and has requested a number of other WTO Members
to consider making new commitments in some sub-sectors of environmental services.

32. The EU has also participated as a co-sponsor in the Plurilateral Collective Request on Environmental
Services. This is a Request made by a number of WTO Members with an interest in liberalising this sector
and is made to a number of other WTO Members which they would particularly like to see take
commitments. To note, this Request excludes water for human use. A number of meetings have taken place
in the services negotiations on a plurilateral basis between both the requesting countries and the countries
to which the requests have been addressed. Any commitments which WTO Members choose to take as a
result of the plurilateral negotiations would then be offered either in their revised offers (due, end-July) or
in their final schedules (due, end-October).

33. The Government encourages all WTO Members to participate actively in the General Agreement on
Trade in Services (GATS) negotiations, including in the negotiations on environmental services. However, it
is clear that all WTO Members must retain the flexibility to take commitments which respect national policy
objectives and their individual level of development including the ability of Governments to impose
performance and quality controls on environmental services and to establish, maintain and enforce its own
levels of protection for consumers, health, safety, and the environment. In particular, it is vital that all
developing countries retain the right to decide when, if and how to open domestic service markets to foreign
competition in a progressive and sequenced manner. This is as true of environmental services as of any other
sector in which commitments might be considered.

34. Inrelation to water services, an area that has attracted much attention in the WTO, the EU has invited
developed and a number of developing countries to consider taking commitments on the liberalisation of
water collection, purification and distribution services. However the EU’s requests make clear that they do
not seek the dismantling of public services nor the privatisation of state owned companies. They also exclude
access to resources (ie ownership of the water itself) and any cross-border transportation by pipeline or
other means.

8. What coordination is there between the WTO process and International Environmental Agreements
processes such as Kyoto and FLEGT?

35. Part of the negotiating mandate of the WTO’s CTE is to consider the relationship between existing
WTO rules and specific trade obligations set out in MEAs with a view to enhancing the mutual
supportiveness of trade and environment (para 31(i) of the Doha mandate). Negotiations on this part of the
mandate are being conducted within the CTE (SS), although these have made slow progress. Nevertheless,
we remain fully committed to achieving agreement on this issue and believe the current round of WTO
negotiations provides the right platform to do so. This view is shared by Pascal Lamy, Director-General of
the WTO, who stated in his address to the opening session of the European Commission’s Green Week in
Brussels on 30 May:

“The ultimate objective of the negotiation is to ensure that trade and environmental regimes
become ‘mutually supportive’. [...] The Doha Round, in which this issue is currently under

EREE)

negotiation, is a once in [a] lifetime opportunity to confirm the need for ‘mutual supportiveness’.

36. When negotiating a particular international environmental agreement, the onus is on negotiators to
assess the relationship between that agreement and WTO rules. For example, the EU’s FLEGT licensing
scheme adopted by the European Council in December 2005 seeks to prevent the import of illegal timber
into the EU through a system of bilateral partnership agreements with producer countries. Since any
restrictions on trade are potentially subject to the disciplines of the trade agreements administered by the
WTO, the WTO-compatibility of measures proposed to prevent imports of illegal timber was thoroughly
considered in the development of FLEGT. (See WTO Implications of an International Timber Licensing
Scheme, a DfID funded study by Duncan Brack of the Royal Institute of International Affairs, available at:
http://www.chathamhouse.org.uk/pdf/research/sdp/Licensing%20and%20WTO%20Brack%202003.pdf).
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37. With respect to the Kyoto Protocol process, Article 3.5 of the parent United Nations Framework
Convention on Climate Change (UNFCCC) states that measures taken to combat climate change should
support the open trading system and not constitute unjustifiable discrimination or a disguised restriction
on international trade. This is also reflected in Article 2.3 of the Kyoto Protocol. Liberalised trade and the
associated increase in international transport and therefore emissions of greenhouse gases will create
challenges. However, at present due to lack of consensus, emissions from international transport are not
covered by the UNFCCC or Kyoto. The Government believes that the environmental costs associated with
travel need to be internalised. It is in this regard that the UK has strongly pressed the European Commission
to produce a legislative proposal by the end of 2006 on including aviation in the EU Emission Trading
Scheme from 2008.

9. How do DTI, DfID and DEFRA Ministers and officials co-ordinate their activities when planning their
participation in different conferences—such as Kyoto in Montreal and WTO in Hong Kong—to ensure they
are not pursuing contradictory measures on trade and environment?

38. Government Departments with an interest in international negotiations on trade and environment
issues, such as those in Montreal and Hong Kong, are in frequent contact at official and Ministerial level,
to discuss and agree the UK negotiating position. For example, there are regular meetings of Ministers and
of officials, both at working and senior level, to discuss all aspects of the UK’s position in relation to the
DDA. These include representatives from all interested Departments including, DTI, DEFRA, DfID,
HM Treasury, FCO and Cabinet Office.

39. At the WTO Ministerial Conference at Hong Kong in December 2005, the UK was represented by
three Secretaries of State (Trade and Industry, Environment, Food and Rural Affairs, and International
Development). The Minister for Trade and Investment (a joint DTI-FCO position) also attended. The
Secretary of State for Environment, Food and Rural Affairs came to Hong Kong immediately after the
Conference on the Kyoto Protocol in Montreal. Representatives of the House of Commons Select
Committees for Trade and Industry, International Development, and from Environment, Food and Rural
Affairs were also part of the UK delegation to the WTO Ministerial Conference.

40. Prior to the Montreal meeting, the Secretary of State for Environment, Food and Rural Affairs, who
represented the UK along with the Minister for the Environment, wrote to Cabinet colleagues to seek
agreement for a UK position for the Environment Council conclusions which would form the basis for the
EU’s negotiating mandate for Montreal. Officials from all the relevant departments had been working in
close cooperation from April 2005 and met regularly. During the Montreal conference, officials from
DEFRA, DTI, DfID and FCO met at least once a day.

10. How can we protect natural resources as a resource for the very poor as international trade increasingly
impacts developing countries?

41. Thereis concern that increased trade liberalisation could drive unsustainable use of natural resources.
However, this relationship is very complex and differs from country to country. As set out above there is
also the possibility that increased competition as a result of trade liberalisation could lead to more efficient
use of resources as countries who have a natural comparative advantage gain market share at the expense
of less efficient producers.

42. The UK Government believes more open trading regimes will generally assist in alleviating poverty.
This is particularly the case when regional and global markets for agricultural and fisheries goods become
more integrated. However, the linkages are complicated and the way in which liberalisation impacts on a
particular country depends on investment climate, infrastructure, labour mobility and regulation, asset
ownership, production preferences between different groups, and many other factors. These in turn
determine the poverty impact and, particularly in the short term, there will be losers as well as winners. It is
therefore very important to assist developing countries take appropriate measures to increase any potential
benefits whilst cushioning the adverse affects.

43. There are three main ways of ensuring that trade contributes to alleviating poverty and leads to
sustainable natural resource management: (i) improve governance of resources, (ii) ensure that international
trade agreements and policies in developed countries do not disadvantage poor countries and (iii) support
sustainable procurement strategies.

44. Firstly, the UK is working to increase developing country capacity to manage natural resources, in
particular through improving governance, tackling corruption and putting in place effective regulatory
environments across a range of sectors, including trade and industry, environment, education and
employment, services and infrastructure. Good governance includes ensuring that use of resources is legal,
and that revenues are invested in a transparent and accountable way, that benefits accrue to those living in
poverty, and that property rights are respected.

45. Tllegal exploitation of natural resources is a particular problem affecting developing countries.
The worldwide value of illegal unreported or unregulated fish catches for example is estimated to be up to
US$9 billion a year. Many of these losses are borne by the developing countries that provide over half of
all internationally traded fishery products.
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46. Illegal, unreported and unregulated fishing has proved stubbornly resistant to recent international
attempts to control it due to both economic incentives and the lack of global political resolve to tackle its
root causes. Many states remain reluctant to adopt measures aimed at controlling their fishing vessels. Even
where they have adopted such measures, enforcement is patchy.

47. Recognising these problems, a small group of fisheries ministers and NGO leaders established the
High Seas Task Force (HSTF). This was chaired by Ben Bradshaw, PUSS at DEFRA, and its March 2006
final report took an international lead in promoting much-needed practical solutions to these problems.
DfID and DEFRA have established a joint Sustainable International Fisheries Team to provide leadership
and support in implementing the UK Action Plan responding to the HSTF report in combating illegal
fishing.

48. The UK Government, in particular DfID, is also involved in a number of other projects to achieve
better governance of natural resources:

(a) Multi-stakeholder Forestry Programme (MFP) in Indonesia: This programme emphasises pro-
poor policies and accountable institutions and processes for sustainable and equitable forest
management with a view to preventing further destruction of Indonesia’s valuable forests. The
programme is helping to reform policies so that Indonesia’s forests can be managed in more
equitable and productive ways, whilst maintaining a sustainable approach to using natural
resources.

(b) Socially and environmentally responsible horticulture in Kenya: In Kenya we are supporting the
Horticultural Ethics Business Initiative, an industry body involving flower exporters and vegetable
producers. This aims to provide an agreed set of labour, social and environmental standards
amongst producers and exporters. It has developed a system of social audits of labour conditions
and run a capacity building programme for auditors, labour representatives and worker’s
committees. This also promoted gender issues in an industry with a large number of female
workers.

(¢) Another initiative supported by the UK Government is the Extractive Industry Transparency
Initiative (EITI) which was announced by UK Prime Minister Tony Blair at the World Summit
on Sustainable Development in Johannesburg, September 2002. The EITI supports improved
governance in resource rich countries through the full publication and verification of company
payments and government revenues from oil, gas and mining. The overall aim is to improve
transparency of natural resource management.

49. The UK was also instrumental in securing a G8 commitment to contribute to and promote additional
assistance for developing countries with trade integration and adjustment. In addition, in the context of their
shared commitment to double aid to Africa by 2010, agreement was reached to give priority to the
infrastructure necessary to allow countries to take advantage of the improved opportunities to trade. The
objective now is to help developing countries to build their capacity to trade and enable them to get the most
out of the DDA.

50. Asanexample, DfID is working with developing countries to strengthen their capacity in agricultural
trade and sustainable agricultural and fisheries production, both through bilateral programmes and through
the activities of international agencies.

51. Secondly, the UK is working to ensure that international trade agreements and policies in developed
countries do not disadvantage poor countries. For example, subsidies to farmers and fishing fleets have
caused over-production, have pushed down world prices and deterred private investment in poorer
countries. To compound matters, a host of trade barriers have compromised the ability of developing
countries to export their agricultural and fisheries output to the world’s largest markets.

52. The EU wants the WTO to be fully supportive of international efforts to tackle environmental
problems, both because of the importance of environmental concerns and because trade and environmental
policies can play a mutually supportive role in favour of sustainable development. The Doha Ministerial
Declaration strengthened the WTO contribution for the protection of the environment, reflecting the calls
of the EU. This desire was demonstrated by agreement by Members to take measures they deem appropriate
in the field of health, safety and environmental protection and also by the decision to consider how to clarify
the relationship between the WTO agreements and the rules of Multilateral Environmental Agreements.

53. DfID and DEFRA are working to achieve greater coherence and transparency in the Fisheries Access
Agreements concluded between the EU and developing countries. The team is currently assessing the impact
of these on African countries and developing models and guidelines for best practice in this area with the
aim of having these integrated into international codes of conduct.

54. Thirdly, the UK Government can contribute through its commitment to sustainable procurement.
The UK public sector spends around £125 billion on goods and services each year, and is committed to being
amongst EU leaders in sustainable public procurement by 2009. The Sustainable Procurement Task Force
published an action plan for sustainable procurement in the public sector earlier this month and
Government will respond to this in due course. In addition, DfID seeks to influence international action
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towards sustainable procurement strategies, through their involvement with international agencies and
reform programmes, and by using their own procurement processes and working with developing country
suppliers to help them achieve international sustainable procurement goals and standards.

Witnesses: Ms Amanda Brooks, Multilateral Trade Negotiations, Department for Trade and Industry, and
Mr Robert Lowson, Director, Environment Strategy, Department for Environment, Food and Rural

Affairs, gave evidence.

Q125 Chairman: Good morning to you. I am sorry
that we are not quite on schedule, we are 10 minutes
late. Last but not least, this is the final session of our
inquiry. A question to both of you. We had one
witness say in their evidence that Defra’s role in
trade negotiation is pretty cyanotic, you are not
terribly powerful, and perhaps coming in at the end
with one or two comments. We have heard that there
are three pillars of sustainability but, in truth, is it
not the case that in trade negotiations the
environment is not of equal weight with the others?
My Lowson: Good morning. I am glad to be here.
There are two aspects to this question. First of all,
the weight that Defra has in the UK’s approach to
trade negotiations. I am impressed by the extent to
which we have a co-ordinated approach between
government departments and, indeed, involving a
wide range of non-government bodies in which
Defra is fully engaged. That said, however, it is
pretty clear that the WTO is a member-driven
organisation. The agenda for the WTO is set by its
members. The negotiations so far have tended to
focus less on issues of interest on the environment
side of Defra than on some other topics. It is not that
Defra has been sidelined, it is that negotiations
themselves have not focused heavily on making
progress in the environmental area.

Ms Brooks: 1 would fully support that. My
colleagues from Defra, whether from the
agricultural or the environmental side, are very
much fully engaged in cross-Whitehall discussions
on the overarching Doha Development Agenda and
the UK’s position within that. I would also say in
addition that the European Commission has worked
very hard, in my view, and with a lot of support from
the UK to keep the trade and environment element
of the negotiations moving ahead. As Robert has
already indicated, the WTO is a member-driven
organisation. Not all WTO members feel as
impassioned by environmental issues as the EU and
its Member States, but the Commission continues to
work quite hard to push that agenda forward.

Q126 Chairman: Indeed, the environment is
sidelined. It is not Defra. We will not hold Defra
responsible for this, but the environment is sidelined
by the WTO.

Mr Lowson: 1t is not sidelined in the sense that it is
fully incorporated in the ministerial declaration
which is the basis of the negotiation. There are
references to it which demonstrate that
environmental issues are to be handled during this
negotiation. In practice, in such a complex set of
negotiation topics, the focus has not been very
heavily on the environmental aspect.

Q127 Chairman: Is there anything we can do to
improve that situation to put environmental issues
more at the heart of these negotiations?

Ms Brooks: It is one of those issues that we raise with
other WTO members on a regular basis in
ministerial visits and other such ministerial contact.
For example, we are very keen to hear the concerns
of developing countries in particular where some
have real concerns that our engagement and
enthusiasm for environmental issues is sometimes
nothing more than a mask for greater protectionism
within the EU market. We try to work hard to
convince them that this is not the case, that we do
believe there are benefits to them and their people
from engaging in these negotiations. But clearly,
much still needs to be done on that because they do
not buy into that wholeheartedly.

Q128 Chairman: In your memorandum Aid for
Trade is mentioned. I wonder if you can give us some
idea about the safeguards that will be put in place to
ensure that measures made under that scheme will be
sustainable and will not exacerbate environmental
problems.

Ms Brooks: How Aid for Trade is going to be
delivered is still very much being developed by a
number of taskforces, including one which is due to
report at the end of this month to the WTO. What is
clear is that the whole reason behind Aid for Trade
is to build developing countries’ capacity to engage
in trade. It is very firmly linked to their national
poverty reduction and development strategies. How
trade and sustainable development will come
forward in those will very much depend on how
developing countries make their requests. Of course,
the UK will continue to encourage them to frame
those in a way which reflects sustainable
development objectives. I am sure you have heard
the same from my DFID colleagues, but obviously
it will be driven by the developing countries
themselves in terms of the resources that they seek
for Aid for Trade.

Q129 Chairman: Some witnesses have pointed out
that the EU has a lack of policy consistency on trade
and the environment, and they quote the example of
trying to increase the export of tyres to Brazil, which
apparently is not really a very good idea. I wonder if
you could say how useful you feel a long-term EU
trade and sustainable development strategy would
be in ensuring there is better policy coherence across
EU policy.

My Lowson: 1 think it is worth drawing attention to
the EU sustainable development strategy which was
agreed by the last European Council. This
emphasised in a way that its predecessor never did
that principles of sustainable development need to
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apply throughout the range of EU policies. We will
certainly do what we can to ensure that for the future
that applies to trade policy as much as to other
policy areas. I think there is some prospect that if the
sustainable development strategy is taken seriously
at an EU level just the kind of thing you are talking
about will happen.

Q130 Joan Walley: Can I just explore that a little
further and ask how the EU development strategy is
going to be implemented?

Mpr Lowson: The sustainable development strategy?
Yes. It did lay quite a lot of stress on the
implementation process. That is still being worked
out, but I think one of the successes of the processes
of developing it was that it engaged all the sectoral
councils which are the council decision-making fora
in the EU, and also engaged the European
Parliament. I am sure the implementation process
will be built on that kind of model where
implementation is pursued in the various fora at
which decisions are taken at EU level. It will not be
separated, it will be integrated.

Ms Brooks: Can 1 just build on my colleague’s
previous answer as well, in relation to the trade
aspects of this. Robert has obviously mentioned the
sustainable development strategy. You may well be
aware that the European Commission is planning to
publish in the autumn a communication around
external aspects of competitiveness. It has been
seeking comments from Member States at the
moment and one of the comments that the UK has
made is that it is important that we consider the
impact in relation to sustainable development
throughout this documentation too.

Q131 Mr Caton: While we are talking about the EU
sustainable development strategy, do you think that
the aims of that strategy have been fully
incorporated into the EU’s WTO negotiating
position?

My Lowson: The negotiating mandate came first.
Nevertheless, as Amanda has pointed out, the EU is
among the most energetic parties in the WTO—
if not the most energetic party—in trying to
ensure that sustainable development principles,
particularly environmental sustainability, are built
into our negotiating approach.

Ms Brooks: 1 think, to add to that, obviously the
Commission makes a wide ranging use of
sustainability impact assessments—something I
know the Committee has been interested in to-
date—and it has been publishing its sustainability
impact assessments over a number of years, the first
back in 2003, and some as recently as this month.
The Commission, I think, admits and I think we
would agree with them, that they do not do enough
to make a link between their sustainable impact
assessments and their negotiating positions, but they
are very aware of that and they are working to try
and improve that process including engaging EU
Member States on that. There was a significant
conference back in March to begin to think about
how they may do that more effectively and it is
something that they continue to work on.

Q132 Mr Caton: On that very subject, in your joint
memorandum you point out that the compatibility
of the Doha negotiations with sustainable
development has been assessed by the EU via a
sustainable impact assessment, and that is of course
very welcome. Is it not of concern that it has only just
been recently completed? Should an SIA not be
completed at the start of negotiations so that we can
base our policy fully on it?

Ms Brooks: These negotiations are extremely
complex in that even now we do not quite know
what the end outcome will look like, and therefore
it is quite difficult to judge what you are making an
impact assessment of. These have been conducted
only for a period of time, drafts have been released
before the final versions have been concluded. So
although some of them may only have been released
at this stage, that is not to say that the Commission
was not taking them into account at an earlier stage
and, indeed, was not seeking views on how those
sustainability impact assessments are coming out.
As T said, the first set of those date back to 2003
where the negotiations were very definitely in their
infancy, so I do not think it is fair to say that it is
simply that they are coming out now when it is too
late to engage the negotiations. Indeed, as you are all
aware, there is still plenty of scope within the
negotiations before an agreement has to be
concluded.

My Lowson: If I can add briefly to that, first of all this
is a new process and it is a very welcome initiative,
from our point of view. The Commission has shown
itself very willing to learn. This is the point of the
conference that Amanda mentioned just now. That
did produce a number of issues which needed to be
examined further, one of which was the timing of
impact assessments in the future. No doubt if the
Union institutions had been starting with a
completely clean sheet of paper somewhat earlier
they might have approached this differently, but this
is a learning process. There are specific examples, as
I understand it, of cases where the impact
assessments have influenced the EU’s negotiating
position; the example I have had quoted to me is the
relationship between the forestry SIA and the
position taken in the non-agricultural market access
negotiations. So, as Amanda says, it is not too late;
impact assessments can influence the ongoing
negotiating process.

Q133 Mr Caton: We have been told in other evidence
that, in actual fact, SIA findings are not used to
change policy; rather they focus on mitigating
impacts or identify measures to be applied
afterwards. Is that fair?

Ms Brooks: 1 think they do both of those, and I think
both are an important part of the tool. As we made
clear in our memorandum, we recognise, as do the
European Commission, that trade liberalisation
whilst it brings many positives also does bring some
negatives, and therefore it is important that in
sustainability impact assessments we think about
how we can mitigate the impact of the negatives and
reduce those to the bare minimum. So I think they
do both, and certainly, as Robert has just given you
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an example of where policy has been affected, I do
not think we could agree with the statement that
sustainability impact assessments do not impact on
decisions.

Q134 Mr Caton: So sustainability is now at the heart
of EU policy making, is it, or is there room for
progress?

Myr Lowson: 1 think both. Sustainability is
increasingly being taken into account in EU policy
making and the strategy that was adopted by the
European Council recognises that more needs to be
done and commits the Union to do more.

Ms Brooks: As Robert has already said, it is a
learning process. We are all learning from it and we
are seeking to act on what we have learnt.

Q135 Chairman: Given the scale of the problem
climate change is going to create, is there any sense
of urgency in the EU, do you think, to really up the
ante on environmental issues in these negotiations?
Ms Brooks: 1 think arguably the Commission has
been doing precisely that, although it may not have
had the impact that perhaps you desired. At the last
meeting of the environment committee in Geneva
the Commission tabled a number of papers, one of
which was essentially a draft ministerial decision
[Comment: In fact it was a draft ministerial decision
and not declaration] which many WTO members
thought was highly ambitious at this stage of
negotiations. The Commission view is that at that
time we were still heading towards an end-July date
for modalities and they did not want environment to
be left behind, and that is why they are upping the
ante. However, as we have said several times
already, the WTO is a member driven organisation
and not all members see things the same way.

Q136 Mr Caton: Other witnesses that we have heard
have claimed that our negotiators have not been
pushing sustainability issues. From what you are
saying it is not that our negotiators are not doing
that but that some of our trading partners are not
really engaged with sustainability.

Ms Brooks: 1 am sure some of those you have heard
evidence from would like to see the Commission
doing even more on sustainability, and I am sure
that that will always be the case. It is certainly the
case that some of the trading partners that are
engaged in the WTO discussions are certainly less
keen to discuss this.

Q137 Mr Caton: Do you think one way forward
might be to try and involve them in the SIA process
a bit more?

Ms Brooks: All countries can adopt an SIA process,
and indeed we encourage other countries to do that.
What does not happen (and I think it has been
suggested to the Committee already) is that the
WTO itself produces some kind of global SIA for the
entire talks, which means that countries that have
lesser capacity or lesser engagement in these issues
do not produce sustainability impact assessments.
Of course, it is one of the things that we encourage

and we will continue to do so in terms of all countries
looking at them, but we can only do that and
encourage and support countries to do that.

Q138 Mr Caton: We have been told that
environmental issues raised by developing countries
at the WTO are often not taken forward by
developed countries. Is that fair?

Ms Brooks: 1 think it goes both ways. If you look at
a number of aspects of the negotiations developing
countries have some quite genuine and justified
concerns about what developed countries are
proposing. In other ways they are just quite worried
about what the impact is of what is being proposed
because they do not have the capacity to explore that
in the detail they would like. So I think it goes
both ways.

Q139 Joan Walley: Can I move on to Doha and
where we are with the negotiations which are under
way, and, perhaps, look at agriculture. Just going on
from what Pascal Lamy says, as recently as July
2006, that the negotiations were in crisis (I am
looking at the way in which agriculture is central to
all of this), how much do you think there is further
scope for removing the trade-distorting measures in
EU agricultural policy and what do you think the
stumbling blocks are to getting rid of the ones that
remain?

My Lowson: 1left my agriculture background behind
four years ago, so I will defer to Amanda.

Ms Brooks: You are right, agriculture does remain a
key stumbling block within the negotiations and it is
certainly fair to say that the Government is pretty
disappointed that the DDA remains at an impasse at
this stage. You are right, Pascal Lamy declared at
the beginning of July that it is at crisis and he made a
similar statement to G8 and, indeed, leaders of some
emerging economies at the start of this week during
the G8 summit in St Petersburg. In terms of trade-
distorting measures that both the EU and, indeed,
other developed countries use (and I think it is
important to remember that this is not solely an EU
issue), I think we all know what are the big stumbling
blocks and it is some of the domestic constituencies
in many of the countries who treat these as very
important to their way of life—that the rural
economy is particularly important to their way of
life. You hear very strongly in the US, for example,
that they put an ambitious offer on what they call
domestic support forward during the negotiations
while others differ—and I am quite sure you have
heard that during the evidence sessions you have
heard. Within the European community you know
that there is a wide disparity of views between EU
Member States; those that wish to do more—of
which the UK is one, of which you are well aware—
and those who do not wish to. I think the UK’s
position on CAP is quite clear; we published a paper
The Vision for the CAP earlier this year which sets
that out, and sustainability is part of that and will
continue to be so.
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Q140 Joan Walley: Can I ask, in terms of the
negotiations themselves, how much do you think
this historic sort of “Do as I say” rather than “Do as
I do” has been an obstacle to getting some of the
developing countries to engage with the way in
which future policies should go?

Ms Brooks: 1 do not think there is a problem with
lack of engagement in many developing countries;
some of them do have an issue about capacity to
attend all parts of the negotiations, which the UK is
very aware of and, indeed, colleagues from DFID
provide considerable elements of support to
individual countries. So I do not think that they are
not engaged; I think they are quite clear—some of
them—about what the direction they want future
policies to go in. We have seen that in the
agricultural negotiations where emerging economies
in the group known as the G20 have taken very
strong positions on issues across the whole breadth
of the agricultural negotiations. So I do think they
are engaged.

Q141 Joan Walley: 1 think you slightly
misunderstood my question. I was not so much
meaning issues around a lack of capacity to engage
and things being put in place to deal with that, I was
meaning more about developing countries, perhaps,
viewing the developed world with some cynicism
because of the reluctance on the part of European
countries and other developed countries to change
their own approach towards agricultural practices.

Ms Brooks: 1 think there is some cynicism—you are
right—about developed countries’ approach to
some of this, but it is also fair to say that developing
countries, too, want to put their own forms of
protection in place in many areas. The debate that is
going forward on special products in agriculture to
protect rural livelihoods and ensure calorific intake,
and so forth, in the agricultural negotiations is an
example of where developing countries, too, are
trying to shape the agenda to ensure that their own
concerns are met. That is entirely right and proper—
I am not criticising that in any way. Yes, you are
right, I think they would like to see, certainly on
domestic support, much more from the developed
world.

Q142 Joan Walley: Do you have any confidence that
that is likely to happen?

Ms Brooks: 1 very much hope it will happen and
certainly the UK view is that we are very keen to see
an ambitious outcome on agricultural domestic
support, as we are across all pillars of agriculture
and the wider round. However, I do not think
anybody, at the moment, can tell you for certain
whether or not that will happen. Needless to say, the
UK continues to push that it should happen.

Myr Lowson: Experience suggests that there are
grounds for at least some optimism. The last reform
of the CAP was very radical. There are further
rendezvous in the process that require that issue to
be faced again, so we would certainly see this as an
agenda well worth pursuing.

Ms Brooks: CAP reform is an ongoing process,
obviously. We had the sugar reform in the autumn
of last year during the UK Presidency and a new
debate has just begun to start between the
Commission and EU Member States on the wine
regime. So CAP reform is continuing. I think one of
the things that concerns us sometimes is that there is
some suggestion to some countries that playing the
Doha Round in a long way—so extending the time
frame for negotiations—means they will get even
more out of that. I think that is far from certain and
there is a real risk for developing countries in
pursuing that approach.

Q143 Joan Walley: If I could move on to another
aspect to this, in terms of the way in which the
negotiations are really all about international trade,
and how international trade in agricultural goods
has been seen as a way of reducing poverty. In the
light of the growing awareness of the threats from
climate change—and we have taken evidence in
previous inquiries on emissions from aircraft and all
of the issues about how we prevent global warming
and what we do about climate change—do you not
think there is a contradiction at the heart of all this
in that if we really and properly were putting
sustainable development policies into practice
nationally and internationally we should be
promoting the consumption of local produce and
not going ahead hell-bent on a new set of
international trade which is going to increase food
miles and probably contribute to the things that
other bits of policy are trying to prevent?

Ms Brooks: 1 think there is a case that also some of
these negotiations could reduce food miles too. One
of the examples would be the ending of export
subsidies which sees food being exported from the
EU to other countries due to a subsidy programme
that is in place. The removal of that subsidy
programme is widely expected to reduce EU
production and, therefore, will reduce the amount
that is being exported. I think we also need to be
clear about the number of food miles that may be
being travelled. Regional markets are obviously very
important as well as local markets. A lot of some of
the highest tariffs do exist between neighbouring
countries as opposed to between the EU and some
of the developing countries. So regional markets are
important; they are an important way of driving up
prosperity in terms of increasing trade. It is not just
about importing into the EU markets or, indeed, any
other developed country markets.

Q144 Joan Walley: In respect of the Doha
negotiations which are taking place, has any work
been done on modelling and on some way of actually
having a mechanism to appraise what the benefits
would be of regional markets or transportation, so
that you could actually come up with a view at the
end as to whether or not something is in the interests
of global warming or not?

Ms Brooks: Not that I am aware of. There has been
a lot of work done on economic modelling of the
Doha Round, including beginning to look at trade
facilitation measures, which is the simplification of
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customs procedures to allow goods to go over
borders. We know often there is an awful lot of
bureaucracy involved in that. As far as I am aware,
we have not looked at issues such as food miles.

Q145 Joan Walley: So who has responsibility for
doing that modelling?

Ms Brooks: 1 think one of the problems is there is no
clear answer to that. The WTO Secretariat is
extremely small, certainly in comparison to many
international bodies, and certainly does not have the
capacity to do that. Many organisations—the World
Bank, OECD and the Carnegie Institute, to name
just a few—have been undertaking modelling work,
but as I say I do not think there is a clear answer to
the responsibility.

Q146 Joan Walley: If we were to conclude
that somebody somewhere in the middle of all of
this should be responsible for integrating and
environmentally monitoring within this modelling
that is going on you would agree with it?

Ms Brooks: 1 am sorry?

Q147 Joan Walley: You seem to be saying that
whoever is carrying out this modelling, there is no
regard to the environmental aspect of that.

Ms Brooks: As far as I am aware, on the specific
question of food miles. Of course, there is some work
done on sustainability impact assessments by the
EU, as we have already talked about, but you are
right, if work is not being done on food miles then it
is something that should be considered by those that
do do economic modelling. We always support
improved evidence to support better policy making.

Q148 Joan Walley: When you say “those that do do
that modelling”, who are those that do do it?

Ms Brooks: 1 have mentioned, obviously, the World
Bank, OECD and the Carnegie Institute, to name
but a few of those that have put out research work,
but a lot of people globally have been putting out
papers on likely impacts of the DDA.

My Lowson: 1t is an interesting question. The WTO
Secretariat is just that—it is a secretariat for the
membership of the organisation. They do not have
the capacity and, indeed, the WTO does not have the
institutional place for global economic modelling—
it is not their job. There are, as Amanda says, lots of
people who do modelling at a global level and at
national level, and the impact assessment process is
part of that. We have done a certain amount of this
work within Defra on the food miles issue and the
picture that comes out of that is not quite what one
might normally think about this. The contribution
of global movements of food material to global
warming is quite small compared, for example, to
the impact of you and me driving to the supermarket
every day to buy our food supplies. So it does need
to be looked at quite carefully. That is not to say that
changes in food and agricultural policies do not have
impacts on climate change. It is not just about
transport though, it is an issue which needs to be
looked at carefully. Certainly in the UK we have
done a good deal of work on this.

Q149 Joan Walley: Just before I move on to the
WTO, can I press you a little bit more because this
is in relation to the attempts to create a market for
environmental goods and services. We have had
evidence from both the CBI, who were with us
earlier, and also Friends of the Earth suggesting that
the attempts to create this market could become too
complicated and unworkable. I just wondered what
your views on it were and whether or not it would be
better to assess the impact of all trade, such as
through impact assessments, as most trades are
going to have some kind of impact anyway. Do you
have a view on that?

Ms Brooks: The UK has supported the Commission
in taking forward the work on a environmental
goods list which will be subject to extra tariff
reductions. I did hear what colleagues from the CBI
and other interested bodies said earlier about the
practicability of some of these measures. Of course,
it will be important that they are practical and can
operate effectively, but as Neil Harvey said
this process has been used before in certain
circumstances and has been made to work. So the
negotiations, at the moment, have perhaps been one
of the areas with the most momentum in the
environmental area but nonetheless they have not
made very much progress to-date, which is rather
disappointing. As you know, developing countries
have put in a different approach about a project-
based level, looking at environmental benefits, but
some of the same criticisms we have heard the
business community making earlier were made
there. Whilst the projects may have an
environmental good, the actual goods made and
used in taking that project forward may not have so.
We also concerned about the increased risk of
corruption, and so forth that may come from that
kind of approach. So we have supported the
Commission to date but we are aware there are
concerns about the list approach. But developed
countries seem to be responding to some of the
developing country concerns about some of the
goods that have been there, reviewing their lists and
so forth. All of that is welcome but there is a long
way to go to make it a practical solution.

Q150 Joan Walley: Can I move on to the WTO.
Bearing in mind what you have just said in relation
to the question about food miles—and you talked
about the Secretariat of the WTO and about,
perhaps, a lack of capacity there and perhaps no
clear personal body with responsibility for
environmental issues there—is not the conclusion
then that the WTO is not able to effectively deal with
the issue of balancing the different aspects, including
environmental and economic priorities in trade?
Ms Brooks: The difference here, that it is a member-
driven organisation, has been made many times, so
it is down to the Member States to make that
balancing act, not the Secretariat.

Q151 Joan Walley: Are the members doing it?

Ms Brooks: 1 think, as we have already covered,
some members, such as the EU, are pushing very
hard on this but others do not agree. That is the



Environmental Audit Committee: Evidence Ev 69

20 July 2006 Ms Amanda Brooks and Mr Robert Lowson

nature of these negotiations and the way the WTO
operates in general, that it is for the members to find
the balance across the negotiations.

Q152 Joan Walley: Moving on to the way in which
some of the negotiations end up with countries just
trying to fight to get the best deal for themselves
regardless of the environmental or developmental
consequences, would you say that happens? Do you
have any experience of that?

Ms Brooks: Not explicitly. Many countries are
trying to get the best deal for themselves but, I think,
many of them will also be taking environmental
impacts into account. It is why the EU has its
sustainability impact assessments; then it can
approach negotiations in that way. However, I do
not have explicit examples, no.

My Lowson: Going back to the previous question,
the WTO is simply its members. The outcome of a
negotiation reflects an acceptable balance for the
members of the WTO between all the factors that are
in play in the negotiation. So, if you like, the
question is automatically answered: that if there is
an agreement at the end of the negotiating process
then that reflects what the members of the WTO
regard as a satisfactory balance between all the
factors at play, including environmental factors. It
may be that at the end of the negotiation there are
individual Member States or blocks of Member
States which say: “We would have liked to have gone
further”, but that is the nature of international
negotiation.

Q153 Joan Walley: Can you tell me a bit about the
Committee on Trade and Environment? You have
flagged that up as being one of the ways in which the
environmental agenda is being brought into the
Doha Round. Has that been successful? Has it
reached any substantive agreements? Is it doing its
job or is it being ineffectual? If it is ineffectual, why
is it?

Ms Brooks: 1 think the Committee on Trade and
Environment is making steady progress. It is
meeting on a reasonably frequent basis, certainly on
a comparable basis with many other of the areas
under negotiation, papers continue to be tabled by
a range of countries trying to move the negotiations
forward, and whilst it may not grab the headlines
that agriculture or industrial products do that is not
to say that it is neither ineffective nor not active
because it is clearly pushing forward on all fronts.
However, it can only do so much within the wider
dynamic of the negotiations, where a lot of people
have put agriculture and NAMA at the focal point
of the negotiations and are not engaging in other
areas in general, not just in the environment, until
there is progress there.

Q154 Joan Walley: So it is not at the top of the
pecking order in the WTO?

Ms Brooks: 1 am not sure that there is a pecking
order other than agriculture and NAMA are seen by
a lot of countries to be the keys to unlocking
progress across the rest of the round. That does not
mean there is not progress being made elsewhere in

a whole range of issues, including environmental
issues, but those are seen by a lot of countries as the
keys to making progress. We would say that we are
balanced across all of them because we believe that
a balanced outcome to the round is extremely
important in terms of the global benefits that will
come.

Myr Lowson: If the question is: is there a sort of
institutional hierarchy here, the answer is no. The
mandate for the round includes environmental
issues on all-fours with other issues which have to be
negotiated. It is an issue of where the negotiating
focus has lain so far.

Q155 Joan Walley: Perhaps looking at it from a
different angle, would you say that the separation of
environmental and developmental discussions into
two separate committees at the WTO has had a
detrimental effect? Has that prevented a holistic
approach to trade and sustainable development
issues?

Ms Brooks: No, 1 do not think it has. In fact,
suggestions that the environment and development
may be discussed together have created quite a
negative response from developing countries who
actually do not want the two to be discussed
together. They want to keep them separate because
they are worried about what the implications of
taking them together might be. So the fact that the
environmental negotiations are meeting but are
covering both environmental and developmental
issues, I think, is important.

Q156 Joan Walley: Earlier we touched on who has
the trump card in respect of environmental issues.
Turning now to Multilateral Environmental
Agreements, some of the evidence we have received
suggests that there is a lack of clarity between MEAs
and between the WTO, and that is having an effect
on the extent to which new environmental
agreements can be achieved. I just wonder why the
WTO has not come to some kind of agreement on
the relationship of this. Is no one bothered about it
or is it just ignoring MEAs at all costs?

My Lowson: We strongly believe that it would be
valuable to achieve an outcome which does clarify
the relationship between the WTO and MEAs and,
furthermore, on the basis that they are mutually
supporting. That is not the view of all our partners
including some developed country partners. There is
a lack of clarity which we believe it would be worth
clarifying. It is, however, worth recalling that there
has not yet been a challenge to action under a
Multilateral Environmental Agreement on WTO
grounds, so although there is a lack of clarity we are
not yet in the position of having faced a real major
problem. We would like that lack of clarity resolved.

Q157 Joan Walley: Which begs enormous questions
because, presumably, one option would be to try and
get some challenge in order to get that established,
but presumably that is a very long-term timescale. If
there were to be a challenge, what do you think
would be a suitable candidate over which a challenge
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could be made? The logging of illegal timber?
Making sure we do not have illegal timber in
government-improved offices?

My Lowson: As far as illegal timber is concerned, we
have got the FLEGT arrangements which we believe
are fully WTO—

Q158 Joan Walley: But we dare not do a ban because
of the WTO.

My Lowson: 1t is not that we dare not do a ban; we
are not permitted to do a ban under WTO rules—

Q159 Joan Walley: Could that not be challenged?
My Lowson:—on the basis of origins. I think it
would be difficult to challenge that principle of the
WTO because I think it is quite clear what the
outcome of that would be. That is why we have gone
down the route of the FLEGT process, which is
to reach voluntary agreements with supplying
countries which enable us to put into place WTO-
compatible arrangements to support those
agreements through trade measures.

Q160 Joan Walley: That is a difficult one. If we are
not going to resolve this through a challenge, one of
the options that have been presented has been to set
up some international body that could somehow or
another supersede or conciliate through these
different issues. Do you think there should be a new
body established to look at the interface between
Multilateral Environmental Agreements and the
WTO?

My Lowson: There already is such a body because
you have the WTO’s judicial processes which are
unique—

Q161 Joan Walley: That is not environmentally
geared is it?
My Lowson: 1t is not environmentally geared.

Q162 Joan Walley: I am talking about an
environmentally geared body.

Mr Lowson: If it were simply an environmentally
geared body it would not be in a position to deal
with the fundamental lack of clarity about the
compatibility of Multilateral Environmental
Agreements with the WTO rules. The place where
that could be done is the WTO appellate process,
should there be a challenge under the WTO to any
actions pursued under a Multilateral Environmental
Agreement, of which, as I have said, there has not
been an example of so far.

Ms Brooks: 1 think one thing to add is that while
there is not an agreement yet within the Doha round
on this, that is not to say that there will not be. Like
many issues under negotiation, at the moment, they
have not been resolved, but that is not to say they
cannot be.

Q163 Joan Walley: What would you say to a
proposal that there should be a new body which is
able to act as an impartial dispute settlement body
when there are these conflicting issues to do with
environment at the heart of trade negotiations?

My Lowson: In practical terms of resolving issues
that might emerge, I do not see how the creation of
a new body would help. In terms of trade policy,
Amanda may have something to add.

Ms Brooks: The only thing I would say is that you
would have to then resolve the relationship between
that body and the WTO disputes settlement body,
which just gives us another problem to solve along
the way. So in terms of who would have primacy to
rule on whose rules, I think it is a complex solution
that there is not an easy answer to.

Q164 Joan Walley: Are these discussions going on
anyway about the creation of a body that could do
this?

My Lowson: Not the creation of a body with that
particular function. There is a lot of discussion going
on about the institutional arrangements at an
international level for dealing with environmental
issues, but not particularly focused on—

Q165 Joan Walley: Who is leading on those?

My Lowson: There are two main strands of this, both
happening in the UN context: on system-wide
coherence and about the possible creation of a UN
environmental organisation. So far as  am aware, in
neither of those two strands is there consideration of
a dispute settlement procedure.

Q166 Joan Walley: Finally, really, there seems to be
quite a lot of concern about a lack of political will
at the highest level to deal with sustainable
development issues in trade. Would you say that that
was a fair conclusion when looking at the lack of
progress on these issues inside the WTO?

Ms Brooks: 1 do not think there is any shortage of
political will for a whole range of issues within the
WTO. We saw the statement from G8 leaders at the
weekend affirming their political will to get
movement towards a deal. That must include trade
and environment because it is part of the Doha
agenda and, therefore, I do not see that as being an
issue. I think the problem at the moment is we have
to translate the political will into some action to take
this forward.

Q167 Joan Walley: Do you feel happy about the way
that the WTO exists at the moment or do you think
there is scope to have a complete reassessment of all
its aims and all its processes so that we can perhaps
get a long-term strategy for how international trade
could be used to adequately balance the economic
developmental issues with environmental issues? Is
the WTO still fit for purpose or should we be
reviewing it in the light of what we now know to be
a real challenge from global warming?

Ms Brooks: 1 think the reality is that the previous
director general of the WTO began to look at what
reform might be necessary for the WTO to meet a
whole range of today’s challenges. That report,
chaired by Peter Sutherland, was issued just about a
year ago. The view of many WTO members at the
time, and the UK agreed with this, was that the
middle of a negotiation was not the time to start a
debate about WTO reform and where next.
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However, I think, as we head towards the conclusion
of a round that debate will become live and will
include many of the questions you have mentioned.

Q168 Joan Walley: Do you see any scope for that
further discussion being undertaken within the
context of the Stern Review and in the context of
what we now know to be the case about the dangers
from global warming?

My Lowson: 1 do not think in those two particular
contexts, no. I think there is a lot of thinking that
needs to be done about giving the absolute priority
that needs to be accorded to climate change issues
and how these need to be reflected in our approaches
to trade policy. I do not think these are institutional
questions so much as questions about the approach
which members of the WTO take. I would not be
that eager to throw the baby out with the bath water
as far as the WTO itself is concerned. It is a body
which engages a vast majority of trading countries in
the world, it has got extensive coercive powers which
most international agreements lack which are based
on a firm body of law and, as we have said

repeatedly, its agenda is set by its members, so if the
international agenda moves then the issues which
the WTO can pay attention to move with it. I worked
with the GATT in the Tokyo round, and at that time
the notion of using trade measures to promote
development was in its very infancy and the
international machinery reflected in the WTO has
come an enormously long distance since then. So it
is a piece of international apparatus which is capable
of adapting to the pressures within the international
community.

Q169 Joan Walley: There is a very wide gap at the
moment, is there not?

My Lowson: 1 am not sure that there is a wide gap at
present. I think if there is a gap there is a gap between
our ambitions to ensure that sustainability and,
particularly, environmental sustainability issues are
reflected in the focus of the negotiation and the views
of some of our partners.

Chairman: Thank you both very much for a very
interesting session. Hopefully we will get a very good
report out of it, too. Thank you.




Ev 72 Environmental Audit Committee: Evidence

Written evidence

APPENDIX 1

Memorandum submitted by Mr Anthony Jackson

Once again I wish to complement you on this present inquiry.
Please find below some comments on this second stage:

The WTO only considers trade, and any consideration of the environment is not in its mandate. Hence
its decisions do, and will continue to lead to environmental degradation.

Reform has to come in terms of the WTO accepting equality with international environmental treaties
such as the Convention on Biological Diversity, the Cartegena Protocol, the International Treaty on Plant
Genetic Resources and the Kyoto Protocol. It could even be argued that these treaties should have
supremacy over the WTO.

There are also strong and valid arguments to remove agriculture from the WTO completely. Only a small
proportion of agricultural produce is traded internationally, and we must never forget that agriculture’s
fundamental purpose is to feed people.

TRIPs is one of the greatest travesties of modern times. Effectively a new global enclosures.

The World Bank and the IMF are basically run by and for Washington/Wall Street insiders, and pursue
policies accordingly. If they are to remain in existence, there is an immediate need for a fundamental reform
of staff and philosophy. Developing countries need a much larger say in both organisations, and the
economic doctrines followed must incorporate environmental and social pricing, and costs.

Multinational Corporations, especially in this context, in agriculture, have far too much of a say in
Washington, the IMF, the World Bank, the WTO, and undoubtedly Whitehall too. It is their interests that
are pursued, not those of our environment, or of the poor. GM crops are just one, fine, example.

The patenting of life forms and genetic resources, is quite simply an act of theft of the world’s resources,
and the historical achievements of mankind, purely for the benefit of the most powerful “Corporations”.

For the environment to be protected, and the poor to be able to set their own agendas for development,
it is they who need to be able to have full access to their own resources, and be able to add value as they see
fit, and engage in fair and equitable trade with equal partners.

Vested interests and corruption, wherever found, need to be swept aside rapidly if we are not just to
continue paying lip service to these issues, but instead effectively address the fundamentals and make real
progress.

If we do not learn to share the world’s resources in a far more fair and equitable way, we will spend the
next century fighting each other for them.
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