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I. Introduction 

The Ministry of Trade in your countr- has set up a task force to evalu­
ate the impacts of different environmental regulations on your external trade.
Although under the chairmanship of the Trade Ministry, the Ministry of En­
vironment is represented, as are the Ministries of Science and Technology,
the Planning Commission, the Ministry of Industry, the Ministry of AgricuI­
ture and the Ministry of External Relations. Also represented are members of 
"'reen"NGOs, and industrial and agricultural associations. 

The reasons for setting up this task force are two. First, your cotIntr,
is participating in the Environmental Negotiations under the new World Trade
Organization. The negotiators there need advice on what position to take,
and on what, if any, further research to cair-v out before taking a negotiating
stance. Second, your government is looking to make legislative changes at
home, to protect the environmert and piornote C,!vironmental awareness. 

As members of this task force, the government requests you to pro­
vide information on the following questions: 

(a) 	 Are the stricter environmental regulations in your trading partners
of a particular count-y leading to higher costs for the exporters, as
well as a reduced volume of trade'? If so, what are the economic 
implications of such changes in regulations? 

(b) Is there any tendency for the more polluting and dirtier industries 
to relocate in less well-off countries, thereby avoiding the higher
costs of operating tinder stricter environmental regulations? If so,
what measures should be taken to address this situation'? 

(d) 	 Are programs instituted on a voluntary basis in developed coun­
tries (such as the eco-labelling program) having a detrimental 
impact on the exports of the countries being strdied, or are they
offering new market opportunities to those countries? 
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(e) 	 There are several international treatic, that have been acceded to
 
in recent years that have significant trade implications. In the
 
countries concerned, what impacts have they had on the trade 

flows? These treaties include the Convention -n Trade in Endan­
gered Species (IllT-S, the Convention on the Transboundary
 
Movement of Ilazarions Wastes (the Basel Coi, -cntion),the Pro­

tocol on the Pha,,e (ot oft )zone l)epleting Subs:ances (the Nion­
treal Protocol), and many others.
 

For each issue raised above, the case study provides you with some
 
background information as wivll as some empirical data from studies that
 
have been undertaken and that have some relevance to the question being
 
asked. ihe case study then raises sonic further questions that the group is
 
asked to seek some consensus on. These include areas where further re­

search or analysis is required, as well as areas where domestic policies may
 

have to be implemented, to rtiake the trade and cnvironmentai objectives
 
compatible. Within the task fo rce each person should take the responsibility
 
for his/her Ministry or pressure groups's interest in seeking to address the
 

questions raised above. However, a consensus position on each question
 
should be sought wherever passible.
 

II. Environmental Regulations and International Trade 

As countries become riore concerned about environmental degroda­

tion they are taking a number-of measures to reduce or at least keep under
 
control the damage caused to, the environment by the production and con­

sumption activities of society. Thc instruments used to achieve these objec­

tives include: (a) internalization of environmental costs and (b) increased
 
awareness and information p-ograms that assist individuals in making eco­

logically sound decisions. Inboth cases, there is the concern that the mea­

sures undertaken viii have a detrimental impact on trade, especially on the
 
exports of developing countries. Should that prove to be the case, the pros­
pects for economic growth in these countries could be seriously damaged,
 
thereby making sustainable development in the North dependent on eco­
nonic stagnation (or at least reduced growth) in the South. Related to this is
 
a suspicion, especially among:countries of the South, that some of the mea­
sures being proposed under the guise of sustainable development are in fact
 
desigLned to restrict access to the markets of the North for the developing
 
countries and economies in transition.
 

At the same time, developing economies themselves need to take
 
similar measures to make their development paths more sustainable. There
 
is a tension within these countries between those who wish to enact stricter
 

a
environmental regulations and those who argue that economic growth is 

priority. In so far as there is a conflict between these objectives, one way in
 
which it may arise is through a reduced competitiveness of these countries in
 
world markets. Hence, it is important to review the evidence on the effects
 
of environmental regulations on competitiveness, employment and growth
 
in the countries being studied.
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I. Are Stricter Environmental Regulations in 
Developed Countries Leading to Higher
 
Costs and Lower Volumes for Exporters?
 

BackgroundInformation 

The regulations governing trade place certain restrictions on the ways
in which one country can impose its standards, environmental or otherwise, 
on its trading partners Inprinciple each country can set its own environ­
mental standards but, unless there are transboundary pollution issues, it can 
not impose them on its trading partners. Although this is clear enough inprinciple, mranv issues arise in practice. In order to ensure that goods clas­
sified under a particular commoditV classitication are in fact the same com­
modity, product standards have been set up, both at the international as well 
as at the national level. The GAFT makes a clear distinction between stan­
dards that define products and those that refer to processes. A country may
lefine its own product standards but it must apply them without discrimina­

tion and should wherever possible seek consultation before introducing
changes. However, it cannot apply process standards on its trading part­
ners (Article I1I). An example of a product standard would be specifica­
tions about a particular kind of steel. A process standard would state how 
that steel was produced. 

The distinction between product and process standards is not easy to
maintain. By specifying certain products in a very narrow way, a country
can ncre or less determine how certain goods are produced. Moreover, in 
some cases it is impossible for an importing country to ensure that product
standards have been mct without inspecting the prodluction facilities. Food
processing is a case in point and the European Union, for example, inspects

meat arid drug production facilities in countries such 
as India and Zimba­
bwe (see below) before approving exports to its region. This gives rise to a

direct involvement in the process of production.
 

In the existing literature it is generaily acknowledged that develop­
ing countries have had to adjust their production processes in response to
changing environmental requirements in developed countries. Measures
such a, changing pesticide residue levels permitted in foodstuffs, changing
emissions standards for machines, and changing packaging requirements
for all commodities have placed a burden on the exporters who are subject
to rhese requirements. What is less clear, however, is whether these mea­
sures have had any significant impact on trade. 

I Underthe prospective UruguayRound Agreement, greateremphasis is being placedon
 
internationallydeterminedproductstandards.
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EmpiricalEvidence 

The task force has been provided with the following empirical stud­
some
ies that have been undertaken in various countries and that provide 


evidence on the questions raised above.
 

A China case stud, investigated these issues and took the view that
 

forein laws and regulations have led to some loss of exports. However, it
 

At the same time it did give several examples of
di:l not cite specific cases. 

the adoption of environmentally sound technologies (EST) (partly in response
 

to forc-t1 requirements of product quality) that have resulted in reduced wastes
 

and increased profits for the enterprises operating them. These include a
 

cement plant in Quju, a valve plant in Tanjing and many others. The study
 

definitely took the view that the adoption of EST is inevitable for companies
 
that lag behind will beinvolved in the export s;ector and that those 

uncompetitive in the international economy. 

In a Colombian case study, a survey of exporting firms was conducted.
 

It showed that most industries had not perceived or experienced major ef­

tects oi international enviroinmentad standards. 63 percent said they had not
 

perceived pre,;sures from international regulations and 16 percent said they
 

had. Part of thi, is due to Colombia's trade pattern. The European market is
 

not the most important one for Colombia, Germany, for example, which has
 

the most stringent standards, accounts for 2.4 and 7.6 percent of non-tradi­
2-. tional and traditional exports respectively '

The most significant problem exporting firms face with regard to
 

environmental regulations in developed countries is the lack of sufficient
 

up-to--date information. Colombian exporters of tropical fruit to Europe
 

faced this problem with regard to the German Packaging Ordinance. Confu­

sion also exists about the Green Dot Program and changes in packaging re­

quirement legislation.
 

One case where foreign, environmentally driven, regulations had a
 

signi ficant impact on Colombia was the US tuna fish embargo. That market
 

accounted for 32 percent of Colombia's exports of tuna and the ban resulted
 
It is also argued that the "dolphin
in a loss of between S20nm. and S32mn. 

safe" method reduces the volume of captured tuna. 

An Indian case study looked at exports from two important sectors
 

(leather and shellfish) and concluded that the increasingly stringent export
 

standards have certainly raised the costs of production, especially for the
 

leather sector, where costs using the more environmentally friendly methods
 

are nearly three times as high. However, nothing was said about whether the
 

producers can recover the higher cost with higher prices, thus leaving profit­
ability unchanged. 

Traditionalexports, representing44 percentof total exports are oil, coffee, coal and 

ferronickel. Non- traditionalexportsarefruits,flowers, fish, textiles, leather chemicals
 

and plastic,and resin.
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Particular concern was expressed in the Indian study about the Ger­
man Packaging Ordinance, which requires the 
use of packaging materials
 
not readily available in India. Other industries that have bccn affected bv

foreign regulations are 
motor vehicles and pharmaceuticals. A factor that

affects exports in a big way is obtaining information about changes in regu-

YItions and the fact that they vary from country to country.
 

It concluded that the higher costs resulting from these regulation will
impact most seriously on small producers, who will need assistance to in­
stall the equipment required to meet the production requirements. However,

there is only anecdotal evidence that overall exports are suffering as a result

of these requirements. 
 On the other hand there are indications that industry

is flexible and able to adjust to the requirements without too much difficulty.

Another Indian studv looked at the technologies required to meet changing

environmental standards in the importing countries. They found that ex­
porters had managed to acquire the necessary technology, often with assis­tance from the importers. Joint ventures were one way in which the more
 
sophisticated products obtained the relevant technology.
 

A Philippine study concluded that foreign regulations have not per
 
se posed a serious constraint to Philippine exports. This based on a
was 

limited number of interviews with company managers, who 
 believed that
stricter foreign regulations will have the greatest impact on the prices of raw

materials and research and deveiopment costs. Investment in poliution con­
trol devices for domestic reasons will be required in all sectors in the future,

but especially in the livestock production and manufacturing sectors, such
 
as printing, non- ferrous metals, food processing and pottery. The addi­
tional costs of meeting these and the requirements of foreign importers are
 
not deemed to be large, and should be affordable for most producers (see
 
below).
 

The sector wut e uture regulation could seriously impact on ex­
ports is "susainable forestry management". This is likely to impact on the

country's firniture ex, r,,, as sources of local sustainable timber planta­
tions are ve-v limited.
 

In a Turki-l case study a survey of major exporters was conducted.
It was found thc environmental requircments in the markets to which they

exported were 
vir, ialv never a problem. The exporters accepted the stan­
dards as inevitabe and often worked closely with their trading partners, who

would sometimes specify the processes to be adopted. The necessary tech­
nology was mostly available iMTurkey and the volume of exports was unaf­
fected bv the imposition of stricter regulations in the European Union, in­
cluding the new packaging directives. One i>sue d-ised in the survey was

that of different environmental standards. 
 As with India, exporters found 
some loss of economies of se:al': in mecting the requirements of different
 
markets.
 

Finally a Zimbabwe study' cited a number of examples where foreign

standards were 
hampering itsexport requirements. One was ostrich produc­
tion. It felt that the restrictions on exports of the live birds or the meat to the

EU and Australia (including costly blood tests and quarantine regulations) 
were unnecessarily strict, having been designed in part to make Zimbabwe 
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exports less competitive. A second was phytosanitary standards for the ex­
port of beeF to the EU, where Luropean importers have to inspect all pro­
duce before it leaves the country of origin. This imposes higher costs on
 
Zimbabwean exporters and may dissuade some producers of beef to look for
 
export 	markets. A third was the German packaging ordinance, where there 
is some concern about the cost and availability of recyclable materials, as 
well as difficulties in submitting packaging for evaluadon and certification. 
To assist exporters, producers' associations are running courses on packag­
ing technology. A fourth was the restrictions on the textile industry where 
certain 	drying and sizing processes are not being j'! vcd. As a result it is 
necessary to change and improve the processing technolagy, which is costly. 
A fifth 	was footwear, where leather tanned using PCB is baned in interna­
tional markets. This has necessitated a shift to different chemicals and pro­
cessing techniques. 

For all these examples, however, (with the exception of ostrich pro­
duction) it is not clear whether the international requirements have had a
 
significant impact on levels of exports.
 

Ouestions to be Addressed 

As a task force you are invited to address the following questions: 

(i) 	 What is the evidence from the study on the impacts of devel­
oped country regulations on a developing country?
 

(ii) 	 What further information would you seek to arrive at specific
 
recommendations to your government on the question?
 

(iii) 	 What policy reforms/ international negotiating positions would
 
you reconuend for your country from this evidence?
 

IV. Is the Migration of "Dirty" Industries to Less Strictly
 
Regulated Countries a Problem?
 

Background 

The decision of where to locate a production facility involves a number of
 
factors, including the cost of labor, access to markets, social and political
 
conditions in the county concerned, the infrastructure facilities in the coun­
try concerned and the regulatory framework. The last includes environ men­
tal regulations but they are only part of the set of regulations. A lot of evi­
dence exists to the effect that investors look not only at current regulations
 
but also at the stability of the regulatory framework (how frequently govern­
ments change the rules).
 

To evaluate whether firms locate in countries to take advantage o" lax envi­
ronmental regulations it is necessary to look carefully at the quantitative
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importance of the different factors that determine location decisions. Stud­
ies of multinational corporations have shown that these decisions 
are most 
influenced by such factors as labor costs, access to markets and the existence
 
c' a developed industrial base. Factors such as environmental regulations

and corporate tax rates emerge as less important. At the same time, however,

study of majority- owned affiliates of OECD-based companies in develop­
ing countries shows that those involved in pollution intensive industries did
 
increase their investment slightly faster than did all manufacturing . This
 
statistical evidence offers only weak support of the pollution-migration hy­
pothesis as it does not point to any significant change in investment patterns.

What is observed could he explained by other factors such as the changing

structural pattern of demand in the developing countries themselves.
 

More recent studies have supported these findings. A comprehen­
sive survey of studies published tIp to 1990 concluded that there was little
 
evidence of industrial relocation because of different environmental regula­
tions. An analysis of the maquiladoraprogram (which permitted US firms
 
to locate on the Mexican side of the US-Mexico border on advantageous

terms) found that pollution abatement costs were not a significant determi­
nant of the trade generated by the program. 

Even when pollution intensive industries do locate in developing coun­
tries, they do not adopt a minimalist approach in terms of meeting environ­
mental regulations. Often corporate policy dictates the use of the same tech­
nology and pollution controls in all foreign countries where plants are lo­
cated as in the home country (subjetct to, of course, meeting the local stan­
dards where the latter are more strict). This is partly in response to the public

image of which they are very conscious, and partly in recognition of the fact
 
that regulations are 
almost certain to become more strict in the developing

countries, and preemptive action may well be cost effective.
 

EmpiricalEvidence 

Some further case studies have been undertaken on trade and the en­
vironment but in general they say little or nothing about this issue. 
 Only the
 
ones from China and Colombia addressed the question.
 

The China study stated that some overseas enterprises did locate in
 
China due to stricter regulation regarding the environment in J, veloped coun­
tries, particularly in the leather goods, paper, smelted products, chemicals
 
and pharmaceutical industries. However, there was no specific evidence pro­
vided to support this assertion. 

The Colombia study supported the conclusions of the main studies in
 
this area. First, Colombia has relatively strict local pollution and environ­
mental standards. Second, it is not particularly well situated for multina­
tional companies to select it for location; Central America or South East Asia
 
would be preferable locations from which to take advantage of lax standards.
 
Of the 20 multinational companies surveyed none appeared to have estab­
lished themselves in Colombia for environmental reasons and most of them
 
were already meeting OECD standards more frequently than local firms.
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Questions to be Addressed 

As a task force you are invited to address the following questions: 

(i) 	 What conclusions do you draw on the location of multinational
 
industries and environmental standards in your country.?
 

(ii) 	 Is there any aspect of the location decision that has not been cov­
ered by the background and empirical evidence provided to you?
 

(iii) 	 What advice would you offer to your government on formulating
 
its policy on this question?
 

V 	 1W1h7at Impacts are Non-Official Pressuresfor More
 
Ecologically Friendly Goods Having onithe
 
Exports of Developing Countries?
 

Background 

Many of the recent actions taken in developed countries do not have
 
an official status, or may only have government support but are not backed
 
by laws. Exampies of such measures are the demand by individual import­
ers for specific processes in the exporting factories, even to the extent of
 
demanding changes in social conditions. There are no government-to-- gov­
ernment rules about such demands but they are nevertheless real and it's
 
hard to see how they could be effectively legislated against. If an importer
 
only wants to trade with an exporting company that meets its standards of
 
acceptability in production, and the exporter is willing to meet those terms,
 
there is little that governments or trade bodies can do to prevent it. Never­
theless it is important to find out how significant such pressures are on pro­
ducers it- developing and transition economies, and what their impact on
 
costs and exports has been.
 

A related set of pressures arises from the various programs to label
 
goods as environmentally friendly - the so-called eco-labelling programs.
 
There are a number of different labelling schemes that come under this gen­
eral title. They include labels which range from single criteria labels
 
(recyclability, degradeableness etc.), to others based on a life cycle assess­
ment of the products' environmental impact. Anumber of developed coun­
tries, as well as some developing countries, have such schemes. In all cases
 
so far they are voluntary schemes, with the extent of government involve­
ment varying from active paticipation to some administrative support and
 
encouragement. As sources of information to consumers about the prod­
ucts, and as encouragement to be more ecologically aware they are a posi­
tive development. Howe*.z, there is the danger that they could become
 
barriers to trade. International negotiating experts have informed you that
 
labels will be regarded as causing non-tariff barriers to trade if:
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(a) 	 The criteria on which they are awarded are not based on objec­
tive or scientific considerations, or fail to take into account
 
adequately the production processes in other countries.
 

(b) 	 Procedures for verification are unnecessarily strict, making it
 
almost impossible for an outsider to obtain the label.
 

(c) The system is adopted for a product that is almost entirely 
imported and the right to grant a label rests with the importing
 
country.
 

EmpiricalEvidence 

The task force has been provided with a range of interesting empiri­
cal studies on this question.
 

On: issue, from a policy point of view, is the extent to which prod­
ucts that have an eco-label can fetch premium prices over products that do
 
not have such a label. On this question, there is, however, little eviaence
 
available. Some economists even deny that consumers are willing to pay
 
a ly additional anount for a product that has general environmental benefits
 
compared to its competitors. There are, however, a few studies that do pro­
vide some information and that suggest that there is a small premium for
 
co-labelled p-odLcts. In the Singapore Green Label scheme the authorities
 
have estimated a premium of about 5 percent for the products that carrt the
 
label. In the US a study of organic food has found that consumers are will­
ing to pay as much as 5-7 percent more for such products. Finally for or-

Oanicallv grown flowers in the N.-therlands which carry a special label there
 
is a price of 30 percent premium over non-labelled products but only a one
 
percent share of the market. In general eco-labelled products rarely take
 
more than 15 percent of the market share.
 

For timber products there is more information on eco-labelling
 
premia. Variols studies in the US market have established this. One study
 
has shown that 34 percent of US consumers were willing to pay 6-10 per­
cent more for "sustainable wood". Another found a 1-5 percent premium
 
from 75 percent of consumers in the same market. A third, also in the US,
 
found a, 1--5 percent premium among 57 percent of the population and a 6­
10 percent premium among the top 36 percent. Finally a UK study found a
 
13 percent premium for tropical timber products from sustainably managed
 
forests.
 

Even within the countries in which they are awarded, the labels have
 
riot always had an identifiable impact in terms of sales of products under
 
the relevant categories. In the Blue Angel scheme in Germany, for some
 
commodities such as low pollutant coatings, the share of labelled products
 
is significant. However, that may have been the case even without the label.
 

There is also very little evidence on the question of how much the
 
acquisition of an eco-label raises production costs. Clearly the greater the
 
cost relative to the market premium, the less attractive it will be to acquire
 
such a label.
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Empirical studies in developing countries have shown most indus­
trialized--countr existine schemes have not much impact 
on the trade of
 
these countries. This is primarily because the products covered in the exist­
ing labelling schemes are mainly ones that are traded between OECD coun­
tries. However, there is some concern about 
new schemes. Two c'untrv
 
studies have looked at the 
 impacts of proposed European eco-labelling
 
schemes on their products - Brazil and Colombia.
 

In the Brazilian survey it was very clear that the proposed EU and
 
other European labels in the Lreas of textiles, pulp and paper, and footwear
 
would be difficult for some Brazilian forms to acquire. The principal diffi­
culties 	identif.ed are: 

(a) 	 Small companies will find it difficult to make the necessary 
investments to acquire the labels whereas the larger companies 
have already started to make the necessary modifications to 
their production processes. One reason smaller firms cannot 
meet the conditions is that suppliers of chemicals will not 
easily provide them with the products that meet the labelling 
requirement. The bigger manufacturers are in a position to 
negotiate the supplies of such chemicals. These larger compa­
nies are facing additional costs but, so far, have not lost market 
sales. 

(b) 	 It is difficult to meet the eco-labelling criteria when the inputs
 
used were themselves imported. This is the case with raw
 
cotton and leather that is imported into Brazil. The costs of
 
obtaining supplies and verifying that they met the conditions
 
were judged to be high.
 

(c) 	 Some of the requirements of the eco-labels put countries such
 
as Brazil at a disadvantage vis-a-vis the countries of the EU
 
and are of little relevance in environmental terms. For ex­
ample, consider the requirements for sulphur dioxide and
 
nitrogen oxide emissions. Technologies meeting these require­
ments have been developed in the EU because such pollutants
 
are important there. In developing countries, where they are 
less important, they have not been developed and the label 
would 	make it necessary to import them. Adapting existing 
production systems to meet these conditions will be costly and 
reduce 	the competitive advantage that Brazil has in these 
areas. 

(d) 	 Some of the conditions for the eco-label unfairly penalize
 
Brazil because they place a penalty on materials that Brazil
 
uses, or give preference to materials that are not readily avail­
able in the country. An example is the use of virgin pulp in the
 
paper industry. Such pulp receives 0.9 to 1.2 penalty points (to
 
get an eco-label a producer must have less than a certain
 
number of penalty points) even though the pulp comes from
 
sustainable forests. Conversely, favoring recycled paper by
 
giving credit for waste reduction benefits developed countries
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where more recycled material is available, and where collection
 
and recycling are subsidized.
 

(e) 	 The setting up of the labelling guidelines was done without
 
sufficient consultation with producing countries such as Brazil.
 
"No attention was paid [in establishing the criteria for the eco­
labels] to the fact that in non-EU countries positive environ­
mental results might be achieved in ways different from those
 
tagged as top priority in Europe, and that solutions appropriate
 
to Europe may not be vdid for other regions".
 

Similar comnients emerge from a study for Colombia. This stresses
 
the costs of complying with the EU standards, which it estimates to be very
 
high. These costs are believed to be much higher for Colombian producers
 
than for EU producers hecause of the way the criteria are framed. The au­
thors also argue that some of the scandards are not set on criteria that are
 
transparent. For example the justification for the requirement that the miaxi-

Munim amount of lead permissible in water in textile production is only 0.004
 
mg/1 is not clear except perhaps that EIJ production technology meets that
 
criterion.
 

At the same time as these issues are raised, some developing coun­
tries have established their own schemes; in part to promote the exports of
 
their products, and in part to promote enviro[imentally friendly products at
 
home. The success of the schemes to date has been very limited but there is
 
a considerable potential. There is, for example, some evidence that develop­
ing countries may actually turn the system to their advantage by marketing
 
their own "'eco--friendly" products more aggressivelv. The development of
 
"'green food" labels in China, "green cotton" in [ndia and the possible use of
 

natural fibers such as jute in packaging are cases in point. To be successful,
 
however, this will require cooperation with the importing countries, to de­
tine the appropriate labels and even to modify the importers' own labelling.
 

In India, for example, the government has launched an eco-label
 
scheme for products that, when properly used and disposed of, reduce the
 
damage to the environment. It is essentially a promotional device and is not
 
very popular with industry at present. The study also reports interviews
 
which show that Indian exporters are not interested in subscribing to interna­
tional ceo-label schemes. They are "not confident of the promotional as­
pects of [such] schemes for their products. For example in garments most
 
exporters were of the opinion that fashion was of primary concern among
 
the buvers and environmental considerations were of secondary importance
 
even in Germany at present." At the same time it is acknowledged that in
 
future the situation may change, and some exporters have complained that
 
marketing certain products to Germany is becoming more difficult because
 
of the "green dot" label relating to packaging of the products.
 

India has recognized the profitability of some environmental prod­
ucts and is promoting them in a number of ways. One of the most important
 
is organica'ly grown cotton (or "green cotton). The federal government has
 
identified 1000ha. of land in two states for producing organic cotton on a
 
pilot scale. Of course this is only a start (India has 8mn.ha. under cotton)
 
but a promising one. The benefits are not only to the producers, who can
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receive a 20 percent price premium over cotton grown using chemicals, but
 
also to the country where 
more than half the pesticide consumption is ac­
counted for by cotton production. India is also beginning to crow some
 
naturally colored cotton, thus avoiding the use of dyes. This fetches a very

high premium in foreign markets. Hybrid seeds for this, however, are still
 
being locally developed, as India was unsuccessful in obtaining them from
 
the US where such cotton is now being grown.
 

A similar promotion is taking place for jute and its products, which
 
lost much of their market due to competition from synthetic products but are
 
now seen as eco-friendly. 
 If terms can be agreed for their use in packaging

to the European markets, they may have a big increase in demand. Other
 
products where exporters recognize the benefits of environmentally friendly

production are food products and leather. 

Questions to be Addressed 

As a task force you are invited to address the following questions: 

(i) 	 What impacts have eco-labelling schemes been shown to have
 
on the exports of your country?
 

(ii) 	 In what respects are the data incomplete, and what additional
 
information would you seek to establish the facts required for
 
better policy making? 

(iii) 	 What domestic policy' reforms would you recommend to your
 
government in the area of eco-labelling, and what position

would you recommend your government to take in any interna­
tional negotiations on the subject?
 

VI. 	 What Impact Have International Treaties Had
 
on the Trade of Developing Countries?
 

BackgroundInfor-nation 

Whereas environmental standards can properly be set at the national

level for impacts that are confined to national boundaries, the same does not
 
apply when the domain of the impact is international, or even global. In the
 
case of such issues as -reenhouse gases, ozone depleting substances (ODS)

or the conservation o threatened species, international agreements are es­
sential. These mandate specific actions to address the environmental prob­
lems that arise, and specify how the responsibility for the actions is to be
 
divided up between countries.
 

Frequently, the required actions include some form of restriction on

trade. For ODS the original agreement in 1985 included trade sanctions against

non-members that violated the Protocol condition banning trade in ODS 
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between members and non-members. The latter was intended as an incen­
tive to join the protocol and in fact proved to be an important factor in en­
couraging some countries to become parties. It is important to note, how­
ever, that the sanctions have never been imposed and, according to some
 
commentators, it would be aeainst the GATT to impose them. The same
 
applies to any restrictions on trade in products not containing ODS but made
 
using them.
 

Restrictions in tlade are central to other international agreements,
 
such as the Basel convention on trade in hazardous substances, and CITES,
 
the convention on trade in endangered species. Although such treaties can
 
override GATT rules in so far as the contracting parties waive their GATT
 
rights voluntarily, the same does not apply to non- members to the treaties.
 
Also, members who were to face sanctions for not complying could take
 
issue with the use of these instruments. Thre is no experience with any
 
such cases before the GATT, which could approve the use of sanctions in
 
connection with giobal environmental treaties, as long as it was treated as a
 
last resort measure, with all other options having been exhausted.
 

EmpiricalEvidenec 

The studies under review indicate that some developing countries
 
have suffered some loss of trade as a result of such treaties. Under the Mon­
treal Protocol, as ODS are being phased out, developing countries that had a
 
large export of products using such chemicals (such as refrigerators) are
 
finding that the markets are being squeezed, as buyers want to shift to ver­
sions based on substitutes.
 

The China case study quotes a decline in the volume of exports of 
refrigerators from that country of 58 percent between 1988 and 1991. Simi­
,ar declines were noted for other products using ODS. It is as a consequence
 
or this decline tnat China has stepped up its phase out program and hopes to
 
phase out ODS faster than would be required for developing countries under
 
the Protoco! 3.
 

The Colombian study states that the impact of the Montreal Protocol
 
on international competitiveness is not clear. While some firms will not be
 
able to afford the new technology, there are funds available from the Parties
 
to the Protocol to assist in the transition. If the climate change convention
 
Iesults in a carbon tax, or if fossil fuel consumption is restricted in interna­
tional markets in other ways, Colombia will lose out, as a net exporter of oil
 
and coal. An increase in the price of fossil fuels based on their carbon con­
tent woulC impact on exports of stone, glass and ceramics.
 

The Philippine study notes that most of the successful global agree­
ments such as the Montreal Protocol, CITES etc., affect commodities that
 
are not significant Philippine exports. One potential treaty which is con­
cerned is that on trade in tropical timber. Such an agreement would impact
 

3 The reduction in exports of refrigeratorscould also be due to the ver. rapidly growing
 

domestic narket. Nevertheless, it does appearthat the loss of export opportunitieshad
 

some impact.
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significantly on the countrv's exports of furniture as local sources of sus­
tainable plantations are very few and unable to expand quickly due to the 
long gestation period for hardwood plantations. As far as regulating open-­
sea resources is concerned, the 1989 Wellington Convention for the Prohi­
bition of Fishing with Long Driftnets and the UN Moratorium on Drift net 
Fishing is poorly monitored and enforced. In fact better enforcement would 
benefit 	the Philippines as driftnet fishing is not a major method in Philip­
pine fishing. 

The Zimbabwe .tudy identifies trade benefits arising from the 
Bamako convention which restricts the import of wastes into Africa and 
controls the transboundarv movement of wastes within Africa. Although
clearly restrictive of trade this is seen as beneficial far asas Zimbabwe i,
concerned, because it safeguards against serious environmental hazards. On 
the other hand the study sees the convention on trade in endangered species
(CITES) as damaeing to the country"s interests. This is primarily because 
of the ban on trade in ivory, which hurts Zimbabwe, where elephants are not 
endangered and where it could gain significantly from trade in ivory were it 
to be permitted. In fact the revenues from such trade could provide much 
needed resources for managing elephant habitats. Zimbabwe's position on 
this issue is of course well known and a major source of disagreement within 
CITES. 

Questions to be Addressed 

The following questions should be addressed: 

(i) 	 To what extent do international conventions - actual or pio­
pose -- have implications for your countries exports and 
i:ors? 

(ii) 	 In so far as they do have such implications, how would you
decide whether it is in your country's interests to be a signatory 
of that convention? 

(iii) 	 In any international negotiations on a particular treaty, what 
factors would determine the stance you would recommend 
your country's negotiators to take? 
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