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Abstract
The inclusion of environmental issues in trade liberalization agreements has become a major issue since they were included in
NAFTA and recognized by the Uruguay Round GATT agreement. However, the exact role and nature of these remains conten-
tious with many WTO members opposed to an extensive role for environmental issues in multilateral trade agreements. None-
the-less, the declaration that established the Doha Round recognizes a role, albeit a limited one, for the environment in negoti-
ating the next trade liberalization agreement. The exact nature of environmental issues in the Doha Round will be the result of

extensive negotiations and compromises.
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Introduction

The North American Free Trade Area (NAFTA) was the first
trade agreement to explicitly and strongly encompass
environmental issues. This came about, in part, due to a General
Agreement on Trade and Tariffs (GATT) decision about U.S.
regulations that prohibited the importation of tuna caught by
methods that killed large numbers of dolphins. The loss
energized environmentalists, led to widespread
demonstrations, and threatened ongoing Uruguay Round
negotiations. The final version of new agreement explicitly
recognized the environment, with an objective to protect and
preserve the environment in its preamble and with
environmentally related provisions in other sections of the
agreement. Environmental concerns then became important
under the World Trade Organization (WTO) and have an
important but controversial role in the Doha Round undertaken
in 2001.

Concerns and Issues
There are a large number of both trade and multilateral
environmental agreements (MEAs), which contain provisions
affecting each other. Many analysts, especially economists,
think that it is not appropriate to continue to address
environmental issues in trade agreements,! while many
environmentalists think that it is essential to address relevant
environmental issues trade agreements®. The basic arguments
for utilizing separate agreements are that free trade results in
increased incomes, higher incomes increase the demand for
improvements in the environment and will result in increased
expenditures on the environment, environmental regulations
in trade agreements become trade barriers which restrict trade
and reduce incomes, and, thus, environmental issues should
be left to domestic policies and multilateral environmental.
The arguments for including environmental issues in trade
agreements are that trade and environmental issues are
interdependent, trade produces harmful effects on the
environment, free trade procedures and agreements ignore or
are biased against the environment, in disputes about
environmental issues MEAs tend to lose and, thus, are not
effective in protecting the environment, will attract polluting
industries, and produce irreparable environmental damage.
Thus, environmental protection must be incorporated into the
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trade agreements so that production will be kept sustainable.
However, this now appears to be a moot issue, since it now
seems inevitable that environmental issues will be addressed
to some extent in future multilateral trade agreements due, in
part, to increased concerns about these issues. The arguments
are focused on the nature and extent to which the environment
will be addressed.

An important issue affecting environmental issues in the
WTO negotiations is the position and concerns of the less
developed nations. They tend to view this as just another way
the developed nations are imposing trade barriers to the goods
produced by the world’s low income countries which cannot
afford to undertake the costly environmental programs being
imposed on them as conditions to export products to the
industrialized nations®*. This was specifically stated by
Argentina in a position paper to the CTE’. However, Article
XX of GATT permits regulations to protect animal life, which
includes endangered species.

The WTO and the Environment
Environmental issues had not been important in the several
rounds of GATT negotiations that preceded the Uruguay. The
Group on Environmental Measures and International Trade in
1971 to focus on issues of industrial pollution, but had not
met®. It finally met in response to the threat the tuna decision
posed for concluding the Uruguay round’. Meetings resulted
in a Chairman’s Report with conclusions that its activities
remain within the GATT mandate, there is no necessary
contradiction between upholding the principles of multilateral
trade and environmental protection, trade rules should not
present an unjustified obstacle to environmental policy
making, and an open and secure trading system can facilitate
environmental protection. Environmental issues became an
established part of the multilateral trading system with the
establishment of the WTO. According to a note prepared by
the WTO Secretariat: “At the end of the Uruguay Round, Trade
Ministers adopted the Decision on Trade and the Environment
which anchored environment and sustainable development in
WTO work” ¢ (p. 67). With implementation of the WTO
agreement, the Committee on Trade and Environment (CTE)
was established and given a mandate over most aspects of the
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trade and the environment. Nordstrém and Vaughan (pp. 2-7)
concluded that trade barriers generally make poor
environmental policy and that it is not necessary to harmonize
all environmental standards. Additionally, they found that
public accountability and good governance are essential to
good environmental policy and that international cooperation
is required to protect the environment

Agriculture and the Environment in the WTO

The multilateral trade discipline and produced the Uruguay
Round Agricultural Agreement (URAA). The WTO
incorporates environmental issues in a number of places,
including the preamble to the Marakesh Agreement
Establishing the WTO, GATT Article XX, Technical Barriers
to Trade (TBT) Agreement, Agriculture Agreement,
Intellectual Property (TRIPS) Agreement, and Services:
General Exceptions of GATS Article XIV (WTO 2002). These
tend to indicate that domestic laws on the environment or to
protect human, animal and plant life and health can be
exceptions to prohibitions to trade barriers. The agricultural
agreement contains provisions with environmental
implications, although these are not its primary purpose. It
deals, rather, with border measures, export subsidies, market
access, domestic support measures, and product attributes
such as sanitary/ phytosanitary provisions®. Many analysts
argue that the provisions of the URAA were designed to have
minimal current effects on agriculture’. Its importance is in
bringing agriculture into the agreements with the prospect that
agricultural trade would be further liberalized in the following
round of WTO negotiations. The URAA has important
implications for the environment in provisions dealing with
domestic subsidies and product characteristics. The agreement
limited and required reductions in agricultural subsidies that
were deemed to be trade distorting. Payments for
conservation, environment, infrastructure, and domestic food
aid are classified non- or minimally trade distorting. Several
governments, including the U.S. and EU, adjusted their
agricultural policies to take advantage of such payments to
their farmers. In the U.S., for example, the 1996 Federal
Agricultural Improvement and Reform (FAIR) Act largely
decoupled farm subsidies from current production, although
the loan deficiency payments portion of the subsidies are tied
to production, although the loan deficiency payments under
FAIR and the 2002 farm legislation are not eligible since they
are not accompanied by production control measures and, thus,
are reported under the amber box. The impacts of the act are
yet to be determined, but are viewed negatively by other
countries'®. The sanitary-phytosanitary measures and other
provisions dealing with product characteristics recognize the
legitimacy of domestic laws and regulations to protect human,
animal and plant life and health, provided that such regulations
are based on science and, thus, are not imposed as trade
barriers to protect domestic industries. Such regulations must
apply equally to both domestically produced and imported
products.

Environmental Issues in the Doha Round Negotiations
The Ministerial Declaration from the Doha meetings mandates
environmental negotiations in the round announced in
November 20012, The Committee on Trade and the
Environment (CTE), as part of the Trade Negotiation
Committee (TNC), has responsibility for these negotiations
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as outlined in paragraph 31:

31. With a view to enhancing the mutual supportiveness of
trade and environment, we agree to negotiations, without
prejudging their outcome on:

(1) the relationship between existing WTO rules and specific
trade obligations set out in multinational environmental
agreements (MEAs). The limitations 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;

(i1) procedures for regular information exchange between
MEA Secretariats and the relevant WTO committees, and the
criteria for granting observer status;

(iii) the reduction or, as appropriate, elimination of tariff and
non-tariff barriers to environmental goods and services.
Thus, the charge to the CTE is specific and fairly strictly
circumscribed, but the negotiating process is contentious, at
least as discussed in the CTE meeting March 21-21, 2002.
The European Union (EU) is the primary group contending
that environmental issues should be included in Doha
negotiations'3.

The CTE is also to consider information exchanges with the
MEAs and observer status for nonmembers and this has
resulted in a number disputes’. Issues include which of the
MEAs to include and the role of the CTE in determining
observer status. There appears to be some reluctance to permit
the MEAs to participate in the special negotiating sessions.
Finally, the CTE is to determine what is to be included in
environmental goods with some members, e.g., the EU, wishing
to include those produced in environmentally friendly ways
or that are environmentally sound (recyclable). Other
members are not supportive of including this approach, which
they believe to relate to production processes. This, along
with the other issues, will be the subject of future meetings
of the CTE.

Conclusions and Implications
Environmental and trade issues are interrelated with important
implications and effects within the global economy. The tuna-
dolphin case and the protests at Seattle delayed the start of
the next round of WTO trade negotiations and resulted in
environmental issues being recognized and integrated into the
negotiation process, although to a relatively limited extent.
These negotiations are contentious due to the very different
views of the EU, U.S. and developing countries with respect
to the role to the environment in the international arena.
However, while environmental protection is not apt to receive
the support that most environmentalists would like to see in
the WTO, it will continue to be an important part of the process
with the WTO involved in more coordination with
international environmental agreements, which will continue
to be the more important venue for handling and resolving
environmental issues.
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