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1. Trade and the Environment'

There are several important questions on the issue of trade and
the environment that need to be addressed by the international com-
munity:

First, should trade restrictions be used to inhibit “production pol-
lution”? By “production pollution” I mean the pollution that arises
from making something, as distinct from “consumption pollution”,
which arises from the use of a product.

The GATT?* allows trade restrictions on products whose use or
very presence causes pollution. But there is nothing in the GATT or
in the draft Uruguay Round text which permits trade restrictions
based on production methods.’

Should there be? This is a question which governments will have
to address, no doubt with a lot of input from you. Apart from the en-
vironmental arguments that have to be carefully thought through, re-
stricting trade on the grounds of how a product has been harvested or
manufactured raises fundamental commercial issues that business in-
terests will have to weigh carefully and take a position on.®

Second, if trade measures are to be used to enforce production
pollution standards, who should set those standards? Individual gov-
ernments, or the international community, acting through negotiated
agreements?’

It seems to me that we cannot have a system in which individual
govemments, however wise, however well intention, can set stan-
dards not only for themselves but for other nations as well. That
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would be a prescription, 1 should think, for continuous conflict.

If production and process standards are to be enforced by trade
restrictions then those standards, I believe, will have to be agreed in-
ternationally. And GATT is not the organization in which those stan-
dards should be negotiated: that has to be done in international bodies
possessing coinpetence on environmental matters.

Third, to what exient should environmental standards be harmo-
nized internationally? This question takes us of course to the level-
playing-field argument®. If environmental standards in country X are
much more lenient than those in country Y, will not producers in X
have a competitive advantage over those in Y, and will not producers
in Y move plants to take advantage of less demanding regulations?

Perhaps some would argue {or harmonization at the highest possi-
ble level, but both instinct and experience say that that is not nego-
tiable. Indeed. I noticed that the U.S. Vice President’, in his best-
seller, Farth in the Balance, speaking about “a new generation of in-
ternational agreements”, says, “these agreement must be especially
sensitive to the vast differences of capability and need between devel-
oped and undeveloped nations”. Good advice, it seems to me.

Fourth, should the trade provisions of international environmen-
tal agreements be applied to non-signatories with GATT rights? These
agreements have trade provisions for good reasons. Of .course the sig-
natories can agree to whatever they wish, but problems can arise
when those trade provisions are applied to non-signatories.

Fifth, and finally, are trade restrictions the right way or the best
way to enforce environmental standards? Many professional
economists will argue that trade restrictions should not be used for
such a purpose or used only rarely and as a last resort; money and the
transfer of technology are, in their view, the preferred options.

All countries have a vital stake in strong environmental protection
and thank heaven that organizations like yours are fighting hard for

)
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this goal. But it is also very much in the interest of the international
community that the Uruguay Round end successfully.

The question, it seems to me, is not which interest is paramount
but how can they be reconciled? What we need to do is to forge a con-
structive and mutually supporting alliance between trade liberalization
on the one hand and environmental protection on the other. That will
not be an easy task but if we talk and reason with each other, it can

be done.
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2.An Introduction to International
Trade Institution — GATT /WTO

The WTO: What It Is, What it Does

The world trade organization (WTO)! was established on 1 Jan-
uary 1995. It will take charge of administering the new global trade
rules, agreed in the Uruguay Round, which took effect on the same
day. These rules —Vécr}’liié;;d_;f‘t; seven years of negotiations among
more than 120 countries — establish the rule of law in international
trade, which for goods and services together are estimated to have ap-
proached some $5 trillion this year’. Through the WTO
agreements and market access commitments, world income is expec-
ted to rise by over $ 500 billion annually by the year 2005 — and an-
nual globel trade growth will be as much as a querter higher by the
same year than it would otherwise have been.

How different is it from GATT? The WTO is more global in its
membership than the GATT. Its prospective membership is already
around 150 countries and territories, with many others considering ac-
cession. '

It has a far wider scope than its predecessor, bringing into the
multilateral trading system, for the first time, trade in services, intel-
lectual property protection, and investment.

It is a full-fledged international organization in its own right
while GATT was basically a provisional treaty serviced by an ad hoc
Secretariat® .

It administers a unified package of agreements to which all mem-
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bers are committed. In contrast, the GATT framework includes many
important side agreements (for example anti-dumping measures and
subsidies) whose membership is limited to a few countries.

It contains a much improved version of the original GATT rules
plus a lot more. The new version, called GATT 1994, clarifies and
strengthens the original GATT rules for trade in goods.

It reverses policies of protection in certain “sensitive”areas which
were more or less tolerated in the old GATT. Under various agree-
ments, export restraints on textiles and clothing will be dismantled,
trade in agriculture reformed and “grey-area” trade measures — so-

called voluntary export restraints — phased out.

What Does It Do?

The WTO administers, through various councils and commit-
tees, the many agreements contained in the Final Act of the Uruguay
Round*, plus a number of plurilateral agreements®, notably on gov-
emment procurement and civil aircraft. It also eversees the implemen-
tation of the significant tariff cuts®(averaging 40 per cent) and reduc-
tion of non-tariff measures’ agreed to in the negotiations.

It is a watchdog® of international trade, regularly examining the
trade regimes’ of individual members. In its various bodies, members
flag proposed or draft measures by others that can cause trade con-
flicts. Members are also required to notify various trade measures and
statistics, which are maintained by the WTO in a large data base.

As in any partnership, conflicts can arise among members. The
WTO, from the very start of these conflicts, provides several concilia-
tion mechanisms for finding an amicable solution. Trade disputes that
cannot be solved through bilateral talks are adjudicated under the
WTO dispute settlement “court”. Panels' of independent experts are
established to examine disputes in the light of WTO rules and provide

rulings. This tougher, streamlined procedure ensures equal treatment
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for all trading partners and encourages members to live up to their
obligations.

The WTO is also a management consultant for world trade. Its
economists keep a close watch on the pulse of the global economy, and
provide studies on the main trade issues of the day.

Finally, the WTO will be a forum where countries continuously
negotiate exchanges of trade concessions to further lower trade barriers

all over the world.

Whe Is in It?

All the 128 members of the old GATT automaticaily become
WTO members upon acceptance of the Uruguay Round Agreements
and submission of commitments on trade in goods and services. On
the assumption that negotiations on the current membership applica-
tions of over 20 countries are ultimately concluded successfully, then
the WTO will cover virtually the whole of world trade.

Participating and presiding over WTQO meetings are representa-
tives from members’ diplomatic missions in Geneva and specialists
from capitals.

The WTO Secretariat — numbering 420 of many nationalities-
services all meetings of WTO bodies at its headquarters in Geneva.
The Secretariat works with developing countries and countries under-
taking economic reform to help them negotiate accession and draw

maximum benefit from the WTO.

Notes
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