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Abstract 

The recent ncc.elcration of regiomd and global integrution of national 
economies has brought with it greater scrutiny of domc~tic policies tlu\t. affect the 
competitiveness of industries in the international marketplace. Simultaneously; 
concerns abottt resource depletion and environtnental degradation .at nation~1l, regiomtl 
and global levels have been growing rapidly, leading to calls for policies to slow 
resource exploitation and enforce stricter environmental stundards. Together these 
developments have caused an entwining of policies relating to trade, foreign 
investment, and the envirt.)nmenL Thnt entwining has the potential to bring about good 
outcomes in terms of the economy and the environment~ but unless it is carefully 
mamtged there is the risk that both the economy and the crtvironment will suffer. 

The paper first looks at why environmental and other social policies ate being 
subjected to more international scrutiny, and why environmental issues nre becoming 
more entwined with trade policy. tt then examines the relationships between economic 
growth, trade, foreign investment, and the environment. The following section 
discusses how much the \VTO could or should become involved in environmentul 
issues. The paper then draws out the implications for developing and other resource,. 
abundant countries and suggesting how they might respond. The paper concludes that 
(a) the direct effect on developing economies is likely to be snullJ and for some may 
even be positive through improved terms of trade and/or compensatory transfer 
payments, but (b) there is an important bulirtct negative effect on them and other 
economies such as Australia's insotltr as there js an erosion of the ntles-based 
multilateral trading system that would result from an over-use of trade measures to 
pursue environmental objectives. 



EC()N()NIJC :I)I~VEt(IJ~l\11~NT, TRA'UI~, 
ANI) '1'111~ I~NVIIt<.INl\11~N~I' 

Kyrn Anderson 

Dudng the pnst dccmlc or· so, ccunomic policy rcfotms ttlgcth~Jr wHh the 
coJnnmniC'ations n~~vohuion have n~;ccknucd nationaL, r(:gionat und glxlbnl cconomlo 
intcgrntion. That hns brought with it grcnt~~r scrutiny of domestic policies thnt nffcct the 
compt.Hinvcncss or inthlstl'ic~ in the intcrnaliomtl mutkotpl;\cc. Sinlult•Hlcou~ly, conocrns 
nb(;>tH l'l~snurcc dcplctioll and t.~nvilumncntnl degradation, ng,:nin m: tHnionnl, n~gic)ntll nod 
gl()bal levels, hnvc been growing. leading to calls to 'ilow •-csonrcc c~plohnti<)n and 
enforce stricter cnvirclllllh~IHnl :-;tnndards. Togcth(~r these developments hnvc caHsed nn 
entwining or policies relating to tmde, foreign investment, m J the environment, Thnt 
entwining hn:\ the Jmtetltial to bring nbout good outc.io1ncs in terms (;)f the ccoiHJtny u11d the 
natUJ'Ul cnvirontn(!lll. but ttnlt~s~ it is carefully nuuut,ged there is n consid<srnblc risk tlwt 
both the economy nud t.he environment will suiTcr'. 

\Vhy is cclmnnlit: dcv<:topmunt and the deepening of economic intcgnHion ntisirlg 
the dcnmnd fM grcntcr intcrmttional coopt'l'aticm or coercion OVl:r· muural resource usc and 
cnvirontnenwl policies'! Under whnt. circuni~lnnccs (if any} is t1•ndc policy nn •lflproprlatc 
instntmcnt for nddt·cssing su,~h concct·ns? \VIHtt dot!$ this imply for the gJ(llHtl mtding 
system. for rugkmnl trading nrrangcmcnts~ und For their intentction'/ l,low will d~vclopiug 
countries be nffec.tcd, nnd what should they do nh()Ut thi~ phcnnmonnn'l 

In nddrcssing these qltcsti.Qns, this pnpcr first looks at why ctwironmcntnl and 
other sucinl policies un: being subjected to more intcrnnUounl scrutiny; and in pmticulnt 
why cnvir·onrnental issues urc ht:•cmning nu)rc entwined with tntdc and foreign invcshncnt 
policies. It then examines the relationships hc~wcctl ccotWIHic growth~ tnl(lu, foreign 
investment, m1d the cnvir<mmc.nt. *l'hc follc>wing section discusses how n\uch the \V'fO 
could or should become involved in ctwironrncntal issues. The paper concludes by 
dt·nwinp QUt the ittlplicntions for developing cmmtrk~s~ policies ~\nd suggc~~tlng how lhc:!Y 
n11ght respond, bmh dC>mcst.ically and in their t-chninnships wHh other cmmtrics mnl tho 
WTO. 

\Vhy sHcinl polides m'l.n.;cuuing under closer intcrmaticmal scrlltiny 

\Vc should not he surprised that there nr¢ vast diftcrcnccs •lcross GOUntdes hl 
environmental and other social. policies (worker rights and st:u\dnrds; humntl rights lUllt'c 

glmcrallyi copyright. pmcnt nnd other property rights, cducali<>tl tHld h¢4Hlh fJOlicics. 
policies iil support for national (:nlturc or exclusion of forch~•1 cultural illfltu,mccs). Thcsu 
differences pnrt.Jy rcllcct p~~r capita incon1c diffc;t<.mccs: ns cornmuuit.i~s become debet·, S() 
do their dcnH\Ilds for social polici¢s and higher sttnldards. In the case Qf ¢Jivironmcnml 
))()liclcs, they. ul$0 rcllcct. di n·crcncc$ in pet cop ita endowments I.'> I~ rl:ttut;.tl rcsom·cc;s ;tJld 
cnvh'(HHnenHtl 'rmcnitic:\. Policy dit'fcrcncr.::.s cx'ist also bcctt~•sc of di'ffp•·ences itl:.tn$tcs und 
pi'cforcnccs .. Jndccd ollc . nf' the .. key. rcllS~)Jl$ . for uat ionlmod is t9 'brlll,~ .. togclh:t. ~lpd 
distinguish one grouping of people whose preferences :n:~,t!'orc similar to ettch:othcr th:tll 
t<Hh~)Sc>of neighbouring groups (t\lcsina (lnd Sp.olnorc 199$). 



As economic iulcgrntiou proceeds, thmtgh, pressure incrcasc:s to reduce 
differences in social policies tlhH lHWc economic consc~}tlcnces. This htls cl~ttdyh~lJ)Jlcnccl 
withiu countries in the cout·se of their ccmlornic dcvdopmcnt: mrmct·ous local, sUllc or 
provincinl policies/standards have grndtHtlly been rcplnccd by n::\ti<>ilnt st<unhwds Jlnd 
confnrnumcc assessment <Nntional Rcst~nrch Cotmcil I 995). The motivation is rH:>t just to 
rcdttcc ndrninistnttivc and cotlft)rtnmlcc cmas, lt also results from concerns in high-. 
SUUH.im·ds regions thnt costs of prodUction fbr S(lnlC f1nns Hnd illdttsltics ate ·highcl~ it\ thch• 
region thun in rcginns with lower standm·ds. causing thcnl to be less competitive. These 
differences become evcr ... Jnorc important ns truditiomtl bnl'dct·s tn tfadc ttnd invcstn\cnt: 
bctwce.n regions fnll. 

l'lnrmoni?.;alion of social policies and suu1dnrds could go iJ1 either direction, 
however, with winners and losers in cnch region trying to int1uctlCC the mttct)i1lb, And 
there is no rcnson to presume that overall natkmal c,cot\(lJnlc tllld social wclf\\!'C will 
imprtlVl.~ bc<.~nliSC of tho~c policies bcit1g hnrnwnizcd: il nil depends On how Ck1SC the most 
inf1uentittl gr()tlps' standards arc to those or the median voter. 

Similur forces to thw.c mtm-.tHHionnl ones arc also nt work in the imcnHttlc>nttl 
nrena (Bimgwmi 1996). ·rherc! have been substantial reductions in recent dcc:.tdGS in 
traditional barrier.s w foreign cornpcthiou. itlclttding inter:nati()nal transport tHld 
con1munic~ttkm ~ost~, wriffs, and other govcnuncntnl policies that inhibit .flows ofgomls~ 
services. aud capital ncross nntionnl borders. 1 The resulting extra exposure or rhuiOftt\l 
economies to cornpctition from nbrond .. ~ in part due to the very succc~s of GA'n~ nt1d 
regionnl intcgrnli(Ul agreements in promoting trade libenlliznti(Hl -~ hns caqsed nttcntionto 
focus more ~hnrply \)11 domestic policies, including cost·taising social policies and 
stnndnrds. thnt continue to reduce the intcrmnional compctitivcne~s of some: firms and 
industries in cn~h country {Bht~g\v~Hi 1996). These har1t1ccl producers are especially likely 
to protest when significant new players with lower stUildards bCC()tnC C'()Jllpctitots, This 
has happened increasingly ~~uring the past quarter century first with the growth of East 
Asia's newly industrializing economie-s and then the opening up of Chinn and nun1crous 
other transition and devc.loping C(JUntrics. 

It has been ~uggcstcd that one of the driving forces behind rcgiorn\1 intcgn\tion 
initiatives has been the tardiness of the GATr in taking up sochl policy issues among its 
large and diverse group of contracting part.ies (Lawrence 1995 ). Achieving agrc.cinellt to 
harmonize social policies nnd otherwise coordinate trade- and investment .. telutcd 
dmncstic p<>licy reforms is easier the less the per capita incomes, tastes und .preferences 
differ between the countries concerned. Hence we observe the formation of trade blocs 
more tnn(mg similar thun disparate economies. \Ve also observe the inclusion of social in 
addition to trade policies mote in intcgtHtion agreements involving richer thall pootcr 
cconomic5, prc:mmably bccmu;c (a) the dcnutnd for social policies is incotnc clastic; and 
{b) barriers to tn1dc and investment flows (both natural and governmental) between 
countries tend to be lower among rich countries than between thctn and pooret· C(llllltdes 
or umor\g poorer cpuntrics. 

t These reductions nrc rcllcct.cd in the fn\!t lhtlt the vo)unlc ofr110r~handise trade lms bc¢h ,gt()\~il1~ heart~ 
t wkc :1s fast us the vnhinN of mcrchntldJ.sc C>utput globaliy {;h9 contpl,lrc<J .with ~.J per ccot J)cryctlr dltrin& 
t980•92)i Md. trodc in co•nmcr·chll scrvic:c$ has gr<>Wn even fnsicr, n\isfng its siHtrc (}fglbbal exports ()l' 
~omls Md coanmct·chd scrvic;cs fr<m1 .17 to . 21 per ccnl <hlritlg H)8()~92 (OAIT 19~4) .. D\rc~t ror¢ig,!l 
Investment, mc:\itWhilcl has grown.·ncnrly·t\\'icc ;1$. Hlt\J t\S lntcnm~i<>n;)l tnnlc gh)ba!tr o~crUtc pasl d~cnd¢. Qi' 
so,. ron owing the dcrcguhHion of' n1any C()Uiltrics1

. llnanchll nmrkc!s Jllld the rcvol~llion .in C~lf)lrtiUi\icntiohs 
lllt~Jththllrnn:;mlssion. 
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\\'hen d1ssi.mlhw ~QHntrics hnvc souttht 10 j<lin such blocs (e.g., Mcditcn'i\11C4tns to 
the HutQpt..,mt tloiou. Mt.~X)cn ft) tho NAl~f'A)! ndvnc:m:~s for higl1c1~ st:mdards h:we 
on<h:nV(lUf'Cd tn tic mnrhct nc<..1css tn the upwnrd hnrmoniznritJtl of socinl policies. To n 
COI\sidcrnblc c~tciH they hnvc succeeded in doing so in tho JitJ. 'rhl1Y were nlso in t.hc 
Unih!d Stutes nfH!I' f.lfcsidcm Clintt1n cmnc inm ()ffice, to the (~Xtcnt that sklc t\grccmcnts 
on environmctwll nnd fnbnm· Mnmtnnfs wctc nddcd tn the NAf~'l'A ln the eJm1ing hom·s of 
tht~ lW'g(HJminn~. 

A~ few trndt;' outstdc thc!'!c blocs. we tend ttl observe advocnlos tlw high stmldurds 
MlppmUng. Hnpnn reMrtctmn~ on like produqts from .lt)Wt.W .. stnndnrd countdcs. Why'! 
Bct':mrsc ~nch rcstrn:tnu1s s!muhane~1Usly n.~<h1cc opposition h>~ locnl f1r·ms to the raising (lf' 
stnndnrds nt hnmc dnd increase lhc Ult.'C.tHtVc for fnrciun firms and their gnvct·omcnts to 
ndnpt h1gher stnndards nbroml ((;>tH. ot tbnr of being dt1l:nicd tnnrkcl access). llowuver~ Stlch 

uses of tn\dc polic)· nrc hmh discritmnat.(ll')' nnd pn.)lcctioni.~t. Thnt brings ~•dvrlcMcs for 
IH~hCI' stnndntd both tJ\t(1 dtrtct t:nnflict Wilh supportel'!\ of liberal World ll'ftdc nnd intO 
~;nnJHmn with ntdWonni pn.>tt•c-Hfmist intcr(~ns. J~cnr (>f tht~ htttc.w gninhtg ~upcd1c.inl 
r~~p\~t~tnhllity Ill :!rgUHlg as~nnsl trnd~ libcnlh;t,tUion bus led to clnhns Hmt ~soci:ll 
ctlrtt+'CUtes~· t\ lK~<.~t,mrn~ tht~ New Protectionism (Steil 1094). 

~f'hc hst of t:Hwu·onrrmntnl conc,~rn~ with imc.rrrmtionat tll' glob~tl dhncnsions hns 
grown ral'ltdly 111 rcc~nt ycnrs. ln addit!nn ttl people being wort'icd nbout nit\ wmc1', S()il 

nnd v1Mtal pt)IIUtlon nt lhc locnL. nntionnl and rcgtmHlll levels~ some t'lf thnt p<llluti\m is 
behaved H:> he nlsn <hunnging the cnvh·rmmc,m <Hl n glohnl scale, for ~xnmplc thmugh 
Ol(lJlc dcplcuon nnd \.~htnnt.c ch:mge. Srm1l~ in rich ccHmtrics nrc conc~i·ncd !hat thQ,SC 
problems will he cxtlcccrbnted ns cconnmtc gmwth takes <:>IT in tmwly industtinllz,htg 
countll(~s with ht\ct cnvirontnentnl stml(htrds. tv1orc and more pcnplc worry also nbmH 
t-csouret.! depletion. spedcs cxlincth.m nnd tmilnnl W<l'lfnrc nt the globnllcvcl, rcgnrdlcss of 
HMh.mnl boundm·ics. Ongmng tmcgrmicm of the W()dd C,Gonomy nlso hrit1gs with h nP.W 
he;dth 'rnd s:tfcty CCHlCCnfl) by c.onsnt.ne.rs or impottccl pr(l(lttcts. Ne~dless Hl ~my, pcrsonnl 
vntucs play m1 important role in dchiHCs 011 thc:\e issuc!s. Fhmce thctc is com~idcrnhlc SC()pc 
for ft•ietJon between C<ltmfrics with diftt~rcm pr~Jcrcnccs, r·csou.·ce endowments, incoll1CS, 

~tnd krHlwlodgc nbcmt how different nctivJtics und policies nffccl the cnvironnlc.nt:~ ::tnd 
tllctcfor·c different. perceptions of otnhnnl nnti()nnt and global anvironmcntnl. m)d rcso~u~cc 
poJiclcs. 

l71UCitHUc !hough they might with the business cycle, these hcightcncdc()nccrns f'o.r 
rc:murcc dcpktinn nnd the environment nrc likely to keep growing. 0J1c rcas,')n is thnt, 
even though tJnccnaintics remnint the ~cicntific bnsis for mn11y oi' these conccms is 
petccivcd 10 be nmrc solid now Hnm wn$th~ tHlSC twctl1Y yen~ nso .. AnoJhcr rcmmn is tlmt 
both the world's .pt1pttht.tion uod hs rcul per ¢(tpha hlC()Jlla GOntlilUc t<> inetcosc .nl: v¢ryt1igh 
r::ttes by 'histndcnl slntldnrds .. lJufortunotclyi though! the SUJ)}>Iics of most: ni~tuml rcsmu·ccs 
und cnvironmc1Hnl services nrc limit<::d, nnd m;trkcts for mxmy of'r them ate, .itn;ompl~tc o.r 

1 '"fi'M1Sw\mrd~r JWJI,!tirm i$SUes nff~ct!Jt~ ~•dj~lil\h1.1:t ~ountric~ (lf :1 tq,;i(Hl ~~tc n~'ll dii!t;\ll;s~d J~ ~~h.:u ft~II<JWS 
sine¢ lh~y .'ifni 1.1stmlly rcs(ilvcll. by inh~~rgm·cnllm:nlnl t•~rct.~u~~~ot WhhO~J( h;,vin~lO r~sc1rt t~ Wtd¢. 'ptllicy 
m~;mmt'cs. tht· fr4t'"il(ktr prohlcmbcln~ tlbscnt:.l>eeii\J~c. of t.lic'l{li):tU !1!Jmbcr ~Jf.coutltri~s tYI?le,••liY.Jovolvc.~l. 



:\hsunt.l' MMkcts (trc mnlcr .. dcvclqpc.d bc~~:tuse of dispUted. ~Hnbigttous tW non.-cxistcnt 
pt·opctty t'igltt$t tW bccnusc Of the high C<)$\. Of CJlrorciJlg those right~ .. 

h is true t.hnt the rnorc ~·dvnnccd CC()rH:>tnias lmvc cstnblishcd instittalh.)tlUl 
stntcnn·cs to help handle the tnsks of arrivi ug nt n soeiul consensus 011 what Me; 
apprC)J)ri:UC tUtvirontncntnl Ol' SUS,tl\itHlhlc dcvcloptl1cnt policies f(;w that SOCiety, Of 
~lllt)ct\t.tng pi'OJ1crty rights, nnd of enforcing pnlicics. The smnc is true in s<>nlc. tr~tdlti()n:tl 
sociatics bcfrlre the}~ begin to 'nmdcrniZc1 nnd their resources come under pressure 
bccnust.~ of deduting nmrudity rntc.s. Llut H. is less true in the rtewly 'modcn1izing' 
l"COnt)Jnics, w·hcrc g.rowth in the world's popuhHion nnd c(1flstnnption is expected to be 
coneentrat(~d for t.he forcsct.mblc fut\n~o. And, n( the Hl\lltitntt,wnl level. c~l.,Ot>enHivc 
intcrgrwcrmncntnl nlcclmnisms in (he cnvtrumnentol arcn IH\Yc only recently hcguu to be 
fnttned nnd wtll mkc sotnc time bc.fbrc they bccorne very cflbctivc, c.spccinlJy where free .. 
rider prnblcm" nn:.' rife. 

Sn. with suffictent fom yet tu be fully devck>p(!d hJr tnuhilnt.cntl environmcuntl 
dinlu~J.uc. nnd With the pn)blcrn\ incrcnsingly heHlg perceived as urgent ns new scicrHirtc 
evidence becornci'l availnhlc. there is tt gt'tlWillg inturc~t. nmong cnviromllCutal gr:oups .... 
c1'!pceinlly m the mnrt~ odvimccd ccononlics ~" in using .on(~ of the few policy irlStrunH.!.Ilts 
«tppttrently nvailahlc to tfwu govcnlm(:nts. namely trade rcsu·icliuns~ to influence 
cnvirnnmcmnl mttcome~S both at home and •Jbrond. 

Bnvirontnentul group~ perceive trade pnlicy as n mmu1s both of rnising, nnti()nul 
envitonmcntnl stnndnrds m horne mtd ubrond and of inducing CQtmtrics to become 
signmnrics to and nl:mlc hy mturnmionnl onvin)runcntnt ngrc,cmcn!s. On the first, these 
groups nrc nwnrc that, unless compcnsntcd. f'inHs '"ill oppt)S¢ the r:tising ot donmstic 
snmch.trds if compotit<lrs uhrond are not subjected to sunilnr cost increases. llut since the 
lo.ss or conlpctitivcness can be ol'f~ct by impon restrictions on products fr~1m lower,. 
stnndurd countrlc1\, such t'c~trietions cun m the sumo time remove opposition by lmmt 
ftrtns to higher stnndnrds a.t home and increase the incentive for foreign firms and their 
g()vcnnmmts to ndopl. higher standards nbroud. Not s.tttprisingly, those features rnnkc trade 
policy very nurnctivc t.o crwironmcntnlist:S. On the sccQnd, with respect to int.crnationnl 
cnvinmmeJllill ugrec.r11cnts, a ltltU<Jt attraction of trnde mct~surcs is lh~tt they em\ be 
cffccti.vc as sticks or ctHTt>ts because they nrc rclntivcl)t easy t() usc ~tn<.l ttrc ir11mcdhHc in 
their impuct. In both cases. even the thrl!m of trn.dc sunctions c~m hnvu u; rupid ~HHI 
persuasive effect in mising nmJonnl standards umJ/or in cnc<mrnging a cot\tHty to join nn 
intca·t10lit)ll!tl. envir·omucntul :tgrccmc.nt ond subsc,tucntiy to nbi(}c by its rules. 

Alrcndy we luwc ~cen the \lSc of discrhnim11ory tnHle r:cstrictions ~,rrcctit1g 
particuh\r lnrgctcd products. llXiUllplcs im~ltld¢ th¢: Montreal PrOJOC()t Otl c~c substmtacs 
thnt deplete the ozone layer,. and. the CI1'ES t\gtccmcnt ~m tmde i.n endangered species. 
There hnvc nls<) been prtlposols to usc, trnde snnct(ons ~mainst unrefuted pmducls. These 

.l This th:n;s nol ilpply .cq\lillly w nil !llltttrnl n!s(nlr~¢s. q~HI. cnvirdlll!lcntnl scrvi~;cs (Jf CO\!rSI!, ... Th~ 
d(lOh\~thtycrs: such ns Mcodmvs ct ol. 097'2) hnvc b~1cn ·Sh(>wn to be $pcctnc,~htrly wmll~ in prc9ictingthc· 
cxJmo~ti<Hl of miuetfl}s illtO energy rt1w nlalt:rh\ls. f(w ~.xwt1plQ, hcctmstl.thcy hiiVc fnllcllto i!\k(} inm ac:¢OJ.Jilt 
cc<momic fccdb:ick U!i:Cill\tl.isms. Ucckcrlll:\11 (199,2) hOlcs.dml the cnmuhH!Vc "'orld c~>hS\llllp~iQtl of•ll@i)' 
minerals during lite p:tst (lu;:rlcr ccntt1ry cxC(!Cd~(J ·~nown rcs~rvcs' 11t th(} b~ginnln~ Q(: cbcJI~r1ml,. y¢\ 
todnts nwiscd 'knt:)W!l reserve~' nc:vcrth~lcss cxc~~d tJWsc ~"ll~ tw~n!Y ~vc ycnrs il~(l! Th~ $~tnP:\C~\)lr)()t'b¢ 
sn.hl Hlttropicnl hn,·dwo(>ds ttnd soruc~.l1sh spcci6S1 howeVI!~, ;~lthom~~h irllhcsc cnscs.tiJ~n} i~ ~c(;p~ mn1~~·~ 
nlrth¢rfrom·th~ eu.rnm' 'ln•nt~t/g;ath~rcr• l~t:,hllQIO~Y '() \.i!;Jng..hinU ~>!: wntcrmorQ intcnsiW.I)' .in plunJ.iotrtr~c$ 
f<w Umber or ,,r:,cticing aqunculi.ur~ "'"' In th<~ Slltlic Wit)' ti.s tigl'i~tlhurc hScs bHHl t\) JW(;duc~ most (lthcr !11rll\l{ 
urro(jd !11\d fibre. 



;thll chiet1y nt pcrstHt<.Hus dcNuloping. t;<)UUil'i'!s to ndopt stricter cnvir~)J\Hl¢htnl $tnllthn(ls 
(for exnrnplcf dm:mts to t1mvide tess open ;toe.t$S to tr:,t~tne ~md .odl¢f m:u·kcJs i11 hnhtsu~fttl 
t(l\Hltdcs unless lnaging is cunni.lod ot tmm;tged ot' a more sustnhmble bt~sls)., 

The stnndntd themy of dHtnging cmnpntaUvc ndvmnng~s in a gwwlng W<)rld 
ccom)my. xvhich hns bctm dcvclo(Jcd ·wHhmn c<H1sidcrnth:m t~f tnvinntnitmhtl Ct)ncctns~ 
cnH r<.mdily be modin~~d (~l imml~pnmtc ttt toast smno of tlmsc can.c~rns. 1\s ~spoust!d by 
K;~·n<Znct (lQ?'?) nnd t.cnmct U987J. this lltcCH)' S\rggusts Jht.U when n :devclopins COtlntt>' 
t'>pcns up r.o intcrmninmll tmde .• Hs exports inhinlly will b~ sr,ccl:rfizcd ht p.rhrmry 
prndut~Ls. ~l'hi!\ Is becnusc n.s sto\.~ks of prmlttccd c~tpiml retotivc to nmurnl J'csoni·ccs nrc 
cmnpar~Jtivuly lt1W. Should those mm .. nnumll cnphal stocks pt}f Wt)rkor (inchtding tmnmn 
skills:} ~~~)i\11(\ ll\<wc ft1t' tbls <,·cnmtry tlmn gh.lbnHy~ lht! comntis e<UilJ)IWnfivt! ~•dvtuna};\c 
wHI gmduntly ~hrfl frotn tho c;.;tJ't'cti.on of rnw rnnn.winls Cnrincrnls~ tirnbct rmm nmun•l 
fc1rest:s) tn more copihll· and skHI.·mlensivc m:tivitics qmrUculndy Jttmmf:mtutcs :md 
sc.,'v.iccs) .... except in relnttvely lmld~nbundnnl C<lUr.ntics where p;·oducud cnpilnl and new 
ot nc,wty tmp,lrtcd c.npiHd·mtcn-.tvc tcdmrlh:>gic~ m~")~ be t.~n.lph)yc:,td t>n>fitnbly to cxrrnct 
mmcmls <lJ' fnnn the hmd. The indu~u·i,tHttHion will begin nt ntl cadic.r st;.\ge of c<.t(lH~1tnic 
devcl<liHnem. nnd the mm·prinmry cxpmtll< will ttw.d tc) be more hnt~rtslvc in the usc <>r 
unhkillcd lahout lll.itio.Uy. the •non~ IHUt,rnl rcsmu·cc .. po()l' or dcns(;.dy fi(ljUIInt¢d dlQ 
C()Uillty. In I he c:.1~c <:1f •namJfacuu-cs. the process of upgrnding to more tmph{tl¥Hltcnsivc 
production over time lcnv~s ru<:)fll in intcrnathmnl •nnrkels few hJrer .. llltlustt·inHzlng 
e,()ttntr1es ~liM) Hl bugu1 W'ith lnhmirw:imcu~ive expt.lrt .. odcmed tmmuf't\cturing. 

tf nntional btnuuhlrics WCt'<.l: sttch thnt there wet'o no hucmuli<1t\l\l cnv.irotunenwl 
spUJ(>VCt'l'lf nnd thoro were no glohnl con1mon~. lhis snwy need bt! complicnted only 
~lightly tn itlt!(H'ponHc nor1,,1nnrketcd cnvin>tHlHHltal servittt!S und pc>Hut.ion h)'~'l)fodnct~. 
wrtu::, CO!nfllicntion rc.quircd ~~ :;unply to nUow for the rnct t1HU ns fl emmu~r~s. pew (~~tpiUt 
hlct)mc nnd huh.tsh'1nl <mtpllt grow, the vnlue iL~ citizens phlct~ <~n lhc envirotlll1Cl1t 
increnscs nnd with it lhclr dctnunds few lll't1p.¢r Vttlnntion or rcS«r1Hrce dcpl~;Hon {~t~d 
crwirmlmtJntnl degrndntion~ for- Um nssigni.ng and bc:Ucr policing of prQpt;t·ly dghts, iltHf 
for the implt~mcmnHon or cnstly d<>tncsUc polh1.t:ion :tbntcmcut Jlt,Ueh!~' .... m lcttst nft¢J' 
ccttnin threshold levels of im;,nmc nnd/o.r p(.>llUUon nru rcnelmlk• Jleyond those lhrcshnld 
poinls the ~evcrity of soch nbmmncm poHci(!S is likcl~r to be pmdliv~iy corrcJt\l¢d wHh Jl~Jt 
Ctlt>hn h\ot>mc:t with popuJnti<m dcnro;By. und with tho d~grcc of¥ttrbnniZt\tkH1~ 

If nil t~conmnic~ were g;mwins ~quntly rnpidl.y. tho pmgrcssive hnrodt.rction ()f 

ruttinnnl cnvimnmcnml tuxes and rcsul.uti<1Jts would tend to· onusc po1htti(m,..htl~nsi.vc 
l>rtnluctioo processes t<> grmlunlly rclocuto fmn) wcnlthier :unffot nnwc 'dc.nsqJy :p<mulntcd 
cmmt.rics to developing undlt>r more spnrscty pppnJ1ttcd· C\)tmttics·. ~rhc:y wcn1td nlso slow 
\)r r·evcrsc the gr()wth . in the. qtt*Hhy dcmi~ndt:d <lf prmtuct~ \Vhtlh4 ~<lnsumpum, ls 
lloUu ti vo~ mul nwrc sn In Wt~xtlthh.w rmdlor: tlloru ,d~nsGl.Y ;p.(1(m lmcd· c:mmttiQs. Wht:ttc Ht.X.cs 
nn such·pl'oducts would wm.l m be hJ~hcst. Jfnmre,.,ndvanccd ccprton•i~s +~tu net. ~itill)'9t~cts 

4 'l1n:cn t'ctcm. JlAJlct~ rcJWI'Hng QVldcncc lo ~Uflf1orJ <1f''lhe (*\illl dlxH the .d¢~t•omt.ror iJntilqlll~hUh~, omt 
ent~».r~ing JHllluti()n nhiH~rucnt t)nltctoK l.fi. incmt1c;~~~~t~ti~ 4r~ lln<h:v.ki ('1.9VZ), Qm$SlH!!i• tlml ·K:n,~g~t~ 
( t 993:h f\m! <lrn11sman rl1)!lS). 'l'ht\li~, t:tmli~s sl•~sc:;sr: un iov~rrt;d tJ~sfHij)(!d icovircmm~nmltt'!'!il~hi(Hl; Hll'ty 
ht} ~u,wn<:mt)IO~!h. whh polllitinn p¢r t~IIJ)iHt inlthiHy ri~ln& ·whh Jn~o.m!.) hm ~mtn:~ql•~mly ti\lli.!Jl~~ S¢~Jllsn 
l)¢:\c~m ~md· Shnpirt1 .H975) on lhc t(n.rclution hct.w<;cn. h11.mJHc Jc,~ct~ nmi vou:r :t"Uiitlid¢s :t~hwrd 
i,lhVifO!lii)CtJJut·pt'ltld.lics. 
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(tlOt exporters) O( prOdUCtS \\'hOSC prodliCliQI) {C<lHSHI11ptiOll) l$ pe>lltlliVO, .(h~SC C0llnttl~S'1 

optitnnl 'Cnvironmcn\~\l polit~ius w<>~lld W(>rscn their ltwms of trndc t(l the benefit -t1f J}()Orcr 
~~c.<.>t1<>ntics~ uud (;.onvcrst~ly (Siebert ~t nl. 1980; Anderson 1992a). 1Thus ~wt.m cotHHtics 
without (tu· with ttJ1chnugcdl cnvit·omncntnl polic.tlc~ ~viii be nffbctcd ttu·ottgh forGign tmdc 
nml invcstnlQ:IH by the dcvc.lotm1cnt of cnviromncmnl polick~s that ;\cco;upony gr<>Wth in 
otlwr ecnnomics,5 ·rhc e~t~nt .or imcrmttional rel<mntion ur productive ;tcHvhics due. to the 
t'nising and cnfbrccnlcnt of cavh:onmcntal stnnditrds shnnld n<)t be exnggct'ntcd~ however. 
Recet\t studies suggest the effect nf such pnUdcs on comp:u~~\live costs m;1y 'he <}UHe 
mincH· }i 

'rltc story becomes tnCite contplh:~tted~ however\ when nccottnt is. Utken of policy 
rcuctions to internmional cnvironnlCHHtl problems such ns the dc.gr{lding .of g\l)bnl 
a.omJnons .• The ban ()ll ivory tr:tdc umlei' Otc CmwcrHion on lhtcr'm\tl~)nnl Trnde in 
Endangered Spcd.t..!S tCI'fliS) provides un cxtrctt\c cxttmptc: the strong COH1fHlrative 
udvamnge thnt somhcm Afr1c~m muhm!\ had in elcphnnt prnducts virtually disnppcnrcd 
whc1tthc ban wn" introcluccd ill 1989. Another is the recent banr, adt1ptcd ut1dcr the Dnsel 
Ci:>nvcntion rchuing tQ IHtztu>dous waste, on c.xp(Hts of so.-cnlled hazardmts rccyctnbles 
ftt.,m industrhtl to developing cmmtrius. Thnt bn11 thrcntcns the gr()Wth prost)ccts for 
rcc}·cling industtics in developing oo\lntrics. A thi.rd example i.s tho ptoposcd fimilntion 
on imports into ~ome high .. incmnc CO\lllttias of tropicttl hnrdwtmds, the aim (lf which is to 
discourngc duforc.stntion. An import bnn of this kind wat)ld tedttcc the .growth in exports 
of lngs nnd pcrhups sawn timber from those dcvclQping countries sti.H well endowed with 
hatdwood forest~. while improving the tcrH\i:l ~)f trm1e <1f other net importers Qf lH\I'QWOod 
such n.s Jnp;lll, Korea und TaiwAn. In ndditlolh the Montxcnl Prolt1C(l1 on phnsing mn the 
use of ozone·dcplcting CFCs incorporutcs disodmimHor~' tr:1de provisions, designed to 
limit the relocation from sign:HPi'Y to non-signatory <.~o\Hltri~s of industries prodtwhlg or 
using cr~cs, tts well us to encourage ttOJt .. sigrttH<)rics to ncccdc to the Protocol. And there 
is the inftnnous cx.nmple of the United States hun otl the importation of Mexican ttmtt 
which US tnlthot'itics deem to h~we been cnught in dolphin,.unfricndly nets: dQJl1cstic t.JS 
regulations ttiTccling the ~1sc of dotphin .. unfric.ndly nets on US r¢gistcr¢d fishh1~ vessels, 
if itnplementcd nlonct would luwe bO,)!itcd Mex.icnn compctit(v¢ness ht t!.ltlt\ fishing, but 
the Stlbscqucnt bun on tuna imports in~tcnd reduced it. As is cle~\r in tht;) lutJcr tWo 
exumples. the motive tor trtlde policy nctio:1 cnn be n mixture of nntionul competitiveness 
concerns €lnd concerns ... cspcci~ttly in wedthier countries (typically l1ot sh;\ted to the 
sume extent by developing countries) -- fot the glol:ml·commons nnttfor nnim;tl welf~we. 

Two fuels thcrcJbtc need to he recoguisc(l, The first i~'i that th~re m·e hnporhmt 
intern~ttiomtl environmental sptHovcrs, both physicnt and .... for wtlt1t .Qf a better t<!till ..... 
psychologicn1. t\n e.xnmplc of the latter is that I mtty grieve if anotne:r cotmtry's activities 

5 Shnihlrly, if .tl,!i they grow ectlMmics were to h1~~Hutitmt\Uy !\h(lrtcn W(1rkht!;!, llt!urs p~r week. ntis() wages 
fltf ~itlW WUrkcd OUtl!idc those hours, \.1r oth~rW\~c increaSe the eost of h'hP~~f time io ·;ttt¢lh»Jittg: lQ n\i$9 
lnbou, sm•wianls, d11~1 \Vfltlld ~pcct.l th~ trunsforn,nti~n. \)r those economics' ~~.m)patmivc n~lV(lh\!lgcs ~\'''"Y 
fnm1. lotmur,-inHmsh'C\ tt\!tivhi¢lh If tht)su hl~tituthlJml chAt)~~:; nff~ct~d mnlnly unsRiH94 ht\1~i~r:, .the 
compctHivcncl)s ~'f less ~cvcl.opcd cconlnnlcs ht unsldllcd l:.tP<nJr hlt\!tl$iVl) nro~o~ts woufd. }l\rgn~th¢n ¢Y~ln 
faster (Krucg¢r 1996). 
6 Se¢i f(lr cxmnpt~, l.t:!OIHtrd (t9gS), Luw<l992Jnoq JMtc, c~ :.tl\(199~). As \Vclt, Tr:>h~y(J~9()):tlnas liUl~ 
cvidcncl}of <IC(u:.il clmugcs in pnttcrn~ of' tr;tdc s~cci~liz;.~ion inr~spoo~c l~l thcitppos!tiou of~nvinll!nwnt~!: 
rcgutmionssinc~ thQ 19~0s. H~"~~YI!r. AS mHI,!Q by HPckrnun ~O<ll..¢idy{J99~,)r the,:qb$~;occ Qf.c.h~·~~:~;s in 
trade. pnlJqrns m;ty hi} bccttu~(~ import b;trrit!Pi were n\iscd to offsc~ ~~oY :Ucgtlnll in ;th~. ~~1t\l{l¢ll~tv~~cs~ of: 
~-ft~<:tcd in<ltlli\rios. Tcchn~)lo~i~t\l ciH\tl~~~ h\Qt.t~cQ by thQ nti~ing. ~if etw(rQnn\lin~\ll ,&JM~;ltQ~ iHs~) .J¢hd t9 
reduce. the Jntcrnl\tipt\al.Nhwml~:m\)l'.prQductiQn. 
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threntcn tl pnrt.ietdur nnhtud or pl:ult species in its Jurisditttil1n. Ot· I nmy grieve H~ l beHevc 
yout d~sircs for higher cnvir()nll\entol. standards itl youl· co~mtry nrc hot bcin~ recognised 
sttffic.icntly by your tunimml government (npoHtic~\t nwrket foilurc·). Controvcrshtlthm.rgh 
stwh views me} mnny pt~oplc perceive a .neqd f(H' Jmlltilmqrnl action to r:ctl\lq¢.. th¢se 
spillovct· pmblcms ... nnd that is whc.wc tmde policy qntc1· the dcbntc. trade mc:~s\u\~s nrc 
seen by envh·onmctHnHst.s as providing powerful cttrmts :md/or sticks for.~ otn·n¢ting 
signntorics nnd/or penalizing non-signnmrics ln nlllllilntcl'tll onvirontncmal ;.tgrccmcnts;- as 
well ;\s for cncournging other countrit~s to udopt beUCt' mHlonnl cnvir(HJmcntnl p~)Hcics~ 
including for the snkc of their own citizens und. ctwironmtmt. 

The othct· rnct thnt needs to be recognised is that one country's etwir\)11Jl1¢t\Wl 
policy choice is nm independent of the choitws of othut countries. tfhi$ is bcc~tusc the 
imposition of higher stnndnrds <W pollution chnrg.cs m homo nltcl's the intcnwHon:d 
Ct1tl1pt~tit\vcncss uf industt:ics. in pnnicttlnr by hnnning the more pollut.iol) .. it1lCnsivc 
indtlstrics. If their compeUtms abrond won~ not $imttltnncously being subjected to ~imHnr 
co:;;t .. ruising pQ\icics, such indnstrics would Jnbby ugninst the itnp()si~.inn of higher 
stundnrds ut ht)me. And while it is tmc thnr producers in the lcss-pollutivc industries at 
ht1mc would bt~ncfit from the mising of a pnrliculnr cnvh·onmentnl stnndnrd, they m·u more 
diffuse nnd so nrc not likQiy to ndd much suppt)rt t() the lobbying cJforts of 
cnvironmcntnlists. 

1t w:\~ bccuu~c of this lnttcr f'nct Hun trnde policy first entered the cnvh:omncntnl. 
picture, buck in the lnttcr 1960s when the t1rst wave of widcspteud concern for the 
cnvir'onmcnt begnn in industrinl (.::omHrics. As nlrcndy mentioned, cnvironmt.~nt'al grottps 
perceived thnt, since the loss of compctitivcno,ss Qf polltltion,.mtcnsivc itH:htstries could be 
offset by rcstricHons on imports f'romlowcJ' .. }ltnndnrd countries, such rcstdcUons coqld ot 
the snmc time reduce opposition by such industries to highct· standnrds at home and 
illCl'Case the incentiVe fbr foreign flrtl)S nnd their g<.WCt'lllllCil{S (() udopt higher StandardS 
abr<>od to nvoid being labeled a 'pollution haven' nnd subJected to ant.i 'cco.-durnping.' 
dudes. 

The demand for tmilnteral use of trade policy for this latter reason lms grown over 
time with the internationalization of the global economy, in two ways. One is tlmt, with 
the decline in tmditional tntdc barriers (tariffs, tran$port t\lld communicntion costs, etc.), 
~my given environmental charge is becoming rt?lath,c(V more important as a determhmrn 
of intcrnnticnnl c.mmpL.,titivencss, celeris pnribus. And the <)thcr is thnt, with the 1980s' 
dereguh\tion of financwlmarkcts tmd direct foreign investment, the possibilities for firms 
to disinvest in high-standard countries •md relocate their factories in lower·stnndt\rd 
countries have incret\scd mnrkedly. EnvironnwiH!.\1 gt'Ol1ps (ei.\r this will rcsttll in 
governmeilts dcluying the Introduction or enforcement of strictct cnvirotltnenHll policies -­
:md possibl.y even a lowering of stand~trds in a ''·nee to the botmm' -'" in their 1.1ttempts to 
rmract or retain inVc$tmcnts nnd hence jobs. They ntso worry thtlt grc,lter rcloctlli9n 
oppottunities !'educe the. incentive for firms to develop new tcchnt)logies that a1·e tnore 
environmentnlly friQndly. 

7 SQm~ wnuld ur~~e that p!;ychc.lh)!~i<~:\1 spiH()vcr~ tlr¢ Jc.s~ wprthy of considcr<ltiQn lMn phy~i~nl $pilt<)VCi'!h 
not lt!:1st . bt:cmu:~. they ore. less nle;tsuri\hlc, .. Jess 'ol~\!~tivc', an(} hcm~c ()[fer .. more ~CQJ?C ·f~)r 
~nviromnenHtlists to he 'c:tptm·c~· by tnHiitlonal protccti<mis!fl. Other$ WQttld cmmt~r dtltt ~h¢r~•i$ s~ lllllth 

' tmccrtninty nbout the i';XJCht l\1\~l cfl'cct~ ()f l)ll}11\lCI\I ~pill(lWI"S t!ttn ~hey H>~l t\fC· ~\Il\j!!CliVC.II!ld l1cpce Hf(! 
quutimti\lcly no dHT~rcnt frmn psycholo~i(!t\l spHitwcr~. Nt)r i~ then~ tmy rcnli.on nprial'i t.o pr~sutnc <tht\t,~)Jw 
i~ fl1<>rc impnrmnt th~ln the nthct itl smnc 'Willin~ncss.-to*pny' sense, 
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13()th types of ~nv.lrcmmcntnJ u;;cs of tn•dc poiJcy --- unilr~t.cntlly, 1tnd to incrct\Se the 
W(wknhility ()r lnnltit:ltornt cnvir·ontncntnl agreements, ... mise pQtcntial corHlicts ofint¢r<!$t: 
bctwcxm rich nnd Jlt)Qt\W cmn1trics. Th{m.~ is ~ven dispute ovet' what QOnstittltcs Hle: ·global 
common~: some would nt·guc that a countt·y or region shoulld not hnvc w bt).w .to 
intermHionol pressure m prescr·vc cndnngercd species in their· territory (ot nt least nQt 
without ttdcqumc coulp!.msntiotl)i while others would argue thnt S\tch countries .,we merely 
the cu~tc>dians (lf those resources for the benefit ofhunmnkind generally. 

The inctV~Ising. use or dis(+fhninatoi'Y trade mcnsurcs to nddrcss cnvironmeutat 
issue.s hm: led to calls from \Vestt!rll 13ul'ope and elsewhere for Artielc XX of th~ C3A~rr 
(t.hc exception~:~ c\nuse) In he amended to nllow nsc of trndc barriers for th~ purpose or 
pmtc.tH,ing, the environment. This s.honld com~ern the world nt tnrgc1 tnu.l dcvc[Qping 
C(1ttrHrics in particulnr. for nt kmst thnw rcnsons. Firstt trudt~ policy mcnsurc.s typically wHJ 
mu be the first .. hcst instruments for nchicving cnvinmnlc!ltal objectives. This is bccnusc 
trndc sanctions or the thrcut of trade snnctioos do tWt directly nffeot the root cntJsc or the 
cnvironmcnh\l problem. Their uxc in plncc C)f morc~cfficicnt instruments tcduces 
unne.ccss~wHy the level nnd growth of glc..'bal economic welfare ~\s convcntiotu\tly 
1ncasurcd\ and may even ndd to rnthcr thnn reduce gJobnl cnvironmcc~\tnl dcgrndntion nnd 
resource dcplelimt.s 

The second reason for concern is that Jlr<,duccr interest groups and some 
cnvlronmcntnt grtmp\ nrc nevertheless finding It mtlt\.lally ndvnntngeotts to usc 
envir<mmentnl nrgumcms in support of their clnims f'<w unilatcrnl import r~striclions, 
pnttiCtllarly following the costly impositiQn of stnctc;~r envin)Ul\lellH\1 standards on 
dorncst.ic producers <Hillman nnd Ursprung (992, Hoekmnn und Leidy 1992). Ill this 
sense, the envit·<mmcnt cnn provide a convenient ndditionnl C"-ettse for raising trade 
b~trriers • .,. und <>ne thm is socinlly rcspcctnblc. Unf\wh.IUtttcly, such protectionist acti(11l 
reduces rcnl incon1es not just ~.\t home b\H elsewhere too. espcdnUy in th.Wcloping and 
nntuntl .rcsourcc,H\bundant countries. 

And third, in so fru• t\s this can load to mt csc;lhltion in trndc disputes .... ns is nhnost 
incvitnblc. cspecinlly given the. North.-SmHh dimension involved nnd the fnct thnt 
environmental uses or trade policy nrc inhcrcnth lliscriminutory .... il could be followed by 
rctaHntory nnd cotmtcr .. rctnlhttory t\ctinnt th~ ~nd result ()f which w"mtd b¢ an 
undermining. of the gklbal trading system on which the dynamism of developing 
economies depends. 

s1~he btUJ on ivory trndc ngnin pnh•idcs ~• cr•s~ in point. By lowcrhl~ the vnluu <lf clcph•HH pn)ducts, the h:'h 
reduce!) the incentive for t\lrnl Airicnns to 1ol~n1te ch~phtm\S trnmplln~ thch· ut(}J1S t\nd so .\)hh,1nt~ly .cx,uhJ 
rcsiJh inmorc t·athcr thnn loss QUI ling: ()f ch!plumts in ~omc. tll·~us. In other tm:m$ With poor mcttt, storn~e ;mtl 
tr!lrl~port 11\t.:ilhics, the ivory trmlu btm hr\s tctlugl,ld the wllu~ of the fUliuml ~'io m~~h ·thm it is rw IPr1gcr 
11n1t1tnblc to ctJilthc herd. ;\n t1~1nmnnt1\c cuns~q~u.1n.lie hi tlmt bulihlru)d in nntion.nt pilrk~ il' being dcchnntcd 
hY the int~rcnst.!d number ofclcphants, whiqh is t!n~nngcrin~ oUter spc.<.lics (Unrbi~r ~ll.\~. 1990). 

Uvm1. the. tbn:•tlf of tt·ndc r~l\tdctious c;ln be cnvironmemnHy countcrprotJIJctivc, ThiJhllk (lt Iiur<~Mt\ll 
hnpor\ h;\n$ on trnphntl hnr\lwt)~)ll. lt)g$ (together wHh tnrH'f csc~\IJn~iPtl on timhcr prodt1ct. inmt>rt~) l1M 
cn~ourag~d lodon~sin to bM .log, export~. Rut shwc felling hns beer\ nllowcd tocmHinue.thls p(llicyhn~ 
lowered (ltc d()mcstlc (>rice ol' Jogs qnd thcNby nliscd ¢f(ectivc,e ~tssl!il<l!ltc tQ Indon~sin'$ t\ur~htlrl.! nn(J Oltl¢r 
thnht:r•\l:;ins i~Hhl$h"i~s tQ. ~stremcly·'high h.wcts (GATT' t99.1. .p,J27), .AJ .tht)tlpwer.tog t1rit:c ;\ml wi~h 
J(JWoNt\ndHy s:lw~ntiiHJlg tGdmlqt1c.~ ,it i!Hmt Sl!rptislng>thm l~ss ~fc:tch ,~rc~ is. now us¢d~ l~nding to n~Atly 
a~ mnny irccs being n~U¢d ns pri(n't(>. th~ lug ¢sport·hno. 



There is ~mother importnnt M.msc in which m~pccts ofctwirtmmentaU~m ntc pl1Hing 
nt risk the g}obnl trnding system. It is that~ in :lddit'ioll to proposing the Qsc of trade 
restrictions, some environmentalists nl:m oppose tntd!! nnd investment libcrnlizntkm, they 
oppos¢ Ot\11'/\VT(l nnd regional attempts Hl rcd~~cc bardcrs {)tl at least thrcQ gr<>unds: 
lhnt freer 1rndc mcmM more output nnd income which they prcsltmc would tllC~tn more 
resource dcplct,fon and dcgrndnJion of the nntlH'i\l c•tvironrncnt~ thnt frcct trndc nnd 
hwcstmcnt Ct1Ct1UI'Ilgcs lhc l'clncntinn nf CIWironmc.tnnUy dcgr~lding hlthlhtrics tO CO\HHricS 
witll lnwct• cnvh\1ntnontal protection stnndnrds nnd/m• more frngilc nnttmtl crlvimmncnts, 
nnd lends to grcntcl' tt'tttlsportntion nctlvity which contl'ihut.cs f\trthct· cnvh·tmmciH~\1 
dnrnngc~ and that t'r~Jer foreign investment 1'cduces the incentive H\l develop 
otwirmnnentn.lly fl'lendlicl' technologies. 

N~1nc of these as!;.crtion~ is tnutmbiguously supported by cnwidCt\l cvidcr\cc~ 
how~vcr. The first, that income incnmscs mean gnmtcr dnmnge H> the nahtral 
environment, mHy he true initinlly for ~orne pootcr countries (in which cnsc nny ndditional 
cnviromncntnl danHtge hns to he weighed ~tgninst the mnrginal cctltwrnic 'llcncfits of 
higher incomes ftw poor people). But once middlc .. income status is rct\chcd, pet:mle tend 
to ~thcr their hchnviour in ways thnt reduce prcs~urcs on the cnvirc.mmcnt. A key chnnge is 
in fnmHy s1zc: highct' incomes lend in time to lo\vcr population growth rntcs. This, ttlong 
with the incrcnscd employment oppm1tmitics resulting from trade lihcrnliztttion, is Ukcly 
w haven mnjor effect in reducing the rate of environmental dagrndmion chic to population 
prcss~u·os in deveklping countries. In nmll nrcas H. mcnns fewer pcopl~ felling trees nnd 
denuding hHlsidcs to eke out n subsistence inc<lmc, while in nrbnn nnms it, menns fewer 
un .. or \mdcr~cnlplc)ycd srluttttars in shnnty towns with poor san.itntion ~md wa.tcr. 

Another common beluwiournl ch:mge ns c.con<)tnies open up and incomes rise is 
thnt ~he dcmnnd for education expands, nnd with mm·c income tutd cdl\C:\tion comes Jll(>l'C 
sk.Ulful mnnng,cment of all rcl\ourccs inclttdi.ng the cnvittmment, and more fQrCttfnl 
dcmnnds on governmems to improve the estnblislnncnt. and policing of .private: pJ'Opcrty 
rights and of more stdngcnt cnvin)mncntnl p<)Jicics (Rndotski 1992~ Grossrrum 1995). As 
wclll Ute political cost of implementing, such policy reforms is reduced bc<nmse ()f 

incrensed opp(>rtunhics for businesses to meet ~trictct· stnndards by ncquiring rnorc and 
chonpe.r cnvironmcmnHy benign production processes ftnd prodttCls f'rom abromt. Om~ 
migll\ therefore expc.ct that us nnd when trndc and it1vcstment Hbemfiz,\tiot\ lends to 
t1pwnrd convergence in incomes acmss the world~ there would be tm \lpwm:d 
harmonization of environmental smndm·ds (CI\sclln 1995), "rlmt rcnliz:uio.n pohHs to the 
im\pproprhHcncsK t1f the call by some cnvit·omncntnl groups for ~no ttude Ubondizntiml 
bef(>rc upwnrd harmonization of swnthtrds'. 

And thitd, the increase in the value of pnor people's ~imc ln developing countries 
witt niter honschold acttvltics in \tnothcr w~ty which is esp~aiarty importnnt fot' the 
cnvironnwnt. lt is thnt the rolntive pric~ of wood On t.~rms of tim~ spent gnthotlng ft). m; n 
sm1rco. of lmuschold fU41. dscs. Since about three qunrtcrs of (he timber h:lfV¢St¢~l in 
dcN9k1pin~ C<l~mtde$ is used ns h<ntsehold f~lel, thls chntlgc cottld luwc tt tmtj~1r bcnct1¢ittl 
hnpnct hJ reducing deforestation nnd C02 h.weis. 

Also queslionnblc is the assertion by somc: .groups thM the global envirommmJ Js 
nccessi~rily . harmed by the rel<>cution . of P•~od~H:tion . following. trade nnd . i.twestmetn 
libcrnlizntion. W¢, .kn()W n·om the: lnw of comp;mltiVc ndvnntngc that not (l/lind~tStries will 
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rno.(\ns of urbttrnry ()I' tmjusHfinblc discriminntion between c<mntrlcs where (he same 
conditions prcva,n, <W n disgui};cd !'ostrictiotl on intc•·mttionnl tn,clc'1

• The lnttCJ' hns been 
fntorprctcd to mc~m thnt tho mcnsurc must be prinwri/y for H conservntiun puq)Ose (mthcl· 
thnn fol' a tnixtttr~ nf motiv~s) tn\d mnst be m~c,wsm·y in the sense of bch1g the hu(st 
GA1'T·in('rmsiNU'HI mcnsm·e, ~waih\ble. Those provisos hnvc cnsln·cd that thl~ Article hns 
hmm rnt.hcr nmTowly interpreted, which is pnl·tJy why snmc cnvironmef'Hill groups hnvo 
felt further greening of the GATT is required (Chnmovitz 1991, Esty t994). Om then}. is 
nothing in the (lt\11' thnt prevents n cmuHry nd()pting production (;}t' con:mn·mfim1 
mcnsuros to offset envilt<}JHncntnJ oxtcrnnliHcs ns:-ocintcd with either or thnse StJts <>f 
nctivhics. Sine~ tmde itself is almost never l!lnimcd to be the root cm.lsc of nn 
environmental problcnt, supp<JrtOI's or the institution t.rudilionnlly saw little need to 
consider trndc rnci!Mlr(}s tts pnrt of the s<)luHmt to cnvil'nnmentnl problems. 

\Vhon widespread public interest in u·ndo m1d environmental issues first stu·foccd 
in J'ich countries in the lntc t 960s/carly 1970s. ~~onccrn focused mnlnly on indnstl'inl 
pollution within und between neighbouring ndvonccd economics. The foreign frnde nnd 
investment issues rnised m th:u time were centred on how the imposition of stricter 
pollution stnndnrds nt home than abrond might dmnugc 1ho intcrnnlionnl compct.hivcncss 
of the hom(,} (.:'Otmtrts firm!-i, nnd how w nvoid such dmnnge thr<mgh border protccdo.n 
mcn:\Ut.·cs. \Vhorc the cnvironmcntnl dnmagc cmtscd by ptnduction is purely IQct:\l, the 
culls by disndvnntttged firms for trmJc rcstriclhms or sub~idics to offset the decline in their 
tnternationnl cnmpctittvcm1~s. becnusc of stnndnrds being J'nised~ hns no ccon()mic logic: 
such nssistnncc would tend to offset the dcsit·cd effect or limiting by.-producl palhJtion.'J 
Nor is H rcnsrmnbh:.~ t.o conclude tlml other countries m·o cngnging in 'cco .. dumping' if the 
imtmrts they nrc able to Sllpply are produced with lnxer c.nvin:mmcnt~ll swndnrds, ittht' •e 
lowet· gtundtwds nrc consi:\tcnt with the preferences nnd nnttll'td resource endowments of 
those exporting countries (e.g .• becnu~c lhosc countries nre poorer und/or less densely 
popultUcd nnd lc~s ttrbnnizcd). Even so, claims for protc.ction ngainst 'c.co..,dlnnping,' have 
politicnl nppcnl nnd mny have resulted in imp()rt: btwders or export S\lbsldics being higher 
thnn Wl>uld othetwlsc have been the cnse in ndvunccd economies. Lc,ading up to the ON 
Conference on the Hunum Environment, held in Stockholm in June l972, the OA1'T 
Sccretnrint prodtlced n bnckgrottn1 1 pt\per on the issue (GATT 1971)~ tmd a Working 
Oro~IP on Envimmcntul Measures nnd Jnternmionnl Trade wns csH•blished, 13tJt no 
significnnt. chnngcs to q1e GATT occurred dlldng the Tokyo Rmmd ns a result of these 
concerns being cxprcssodt and it Wi\S two decndcs before the Working Gro(tp met for the 
first ti.me. 

Tracie policy actions nrc more likely to occur, nnd to be IllOrc di:l(cult Jo dismiss 
us lnttpprop•~intc, when envimnmontnlists h1 such cmmtrics view ptWticuhw damage to thQ. 
environment ns tHHlGceptablc reg(1rdhtss of t/t<? nmiott in Whi(:h tlu~ damag(!. oct,;~w·s, This 
Ct\Sc is even more prohlcmntlc if the lit\tnnge is not just psychotogicnt (as wlth tn,in1al 
rights) b~•t also physical, for then the reJocntion ofl production to n count.ry with hlXcr 
en\ tromn~ntHl stnudnrds muy worsm1 atJhntll welntre. or the ~nvir<mrn~nt nt home, in 
nddition to reducing the. profitability or th9< home finn~~ The US~Mexieo diSJ)\lte ov~r th~ 
usc or dolphin .. unfriendly nets for tuna fishing n8nh1 QOJlJ~s to mind. ln thnt cnsc th~ 

9 $~!,},for C.Xtnl1pla, Unmuol (1971} ond Siebert. (1974). S~lG.h tJrmct;:tl(.)J\ n·o.tnhl,JHH:t comn~thion Q;.\Jl\lOt'b~ 
jUStifiQd C)l) ~C()iH>IU{C llfl!~1 iCI)(J.~ gt0\11\ds (llC)t' ij)t tht\t nll\\t¢r ()ll eiW{WJlnlCfl\nJ g_(Ql!OtfS)J bC!.!l\tl~~ lh~ 
~•wit<11,lHI!IHn1 pnlic>• \!> ;timln~ Hr climinntc. tm . \lnjJIStiOnbh~ Chnpih;it) !\\lb~idy ,ndsing thnn}~h 
\md~rvnlt!i\tiOil (\I' cnvironm~nlol. rc$m!r~C!h m\ht!.r l.hO.t\'10 mtd iHllH~tlstil1;1hlo tt\x (Snt\}1c \992,), 
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Gt\TT dispute panel ruled against tl1c US ban an imports of tuna from ~1cxico, pnnly 
because the ban did not discrit;linatc nccording to which rype of net was used -- us it 
cannot~ because wh;n is considered objcctilmable is tln nspcct of the production process 
rather than the finn! ttnded pt·oduct itself. The GATT pund n.tlcd against the ban because 
to do othenvise would have created a huge l01lr)hnle in the GATT fqr any countty 
unilaterally to apply trndc restrictions as n mcuns of imposing its environmental standards 
on other countries. Such n loophole would work against the mam objective of the 
multilateral trnding syst<.~m which is to provide sttlblc and pt:edictablc nondhmriminmory 
market access opportunities through agreed ntles nnd disciplines and bound tariffs ot1 
imports. For lhnt reason, calls to amend At1iclc XX of the GATT to include •protection of 
the environment' as an acceptable exception to the non .. discriminntion principles of 
Articles I and Ill should be resisted. 

Environmentalfn·ovisitms in the Uruguay Round agret'lm!uts 

Following a lull in interest brought on by the economic disruptions of the 1973-82 
oil-shock period. the current wave of public concern for the natural cnvironn1ent, let\ding 
up to and foll<:1\ving the Ullit.cd Nations Conference on Environment aud Development 
held in Brazil in June 1992, i:-; much more intcn.se~ more widespread, and likely to be 
sustained and to affect a much brondcl' range of countries and products than was the cnse 
prior to the latter 1980s. The Uruguay Round agenda was set by 1986, before the current 
wave had built up, ~n the trnde/cnvironmcnt issue was not a separate item for negotiation, 
Nor wns there an environmental impact assessment of the Round as n whole. Howevet, 
the \Vorking Group on Environmental Measures nnd lnternnticmal Trnde thnt \WlS formed 
in 1971 \Vas activated for the first time 111 .1991 and has met frequently since then. As 
well. several of the Uruguay Round agreements conta.in provisions that relate to the 
environment and build on Articles in the General Agreement. 

The most fundnmentnl environrnenhll provision in the Umguay Round is in the 
Preamble to the agreement to establish the \Vorld Trude Organization~ which refers to the 
\VTO's objective as enabling all contracting parties the mnximum opportunities for: 

"expanding the productim1 und trade in goods and services, white allowing 
for the optinu\l use of the world's resources in accordance with the 
objective of sustainable development, seeking both to protect and preserve 
the environment and enhance the means for doing so in a lllanncr 
consistent with their respective ne.eds and concerns at different levels of 
economic development". 

To give initial effect to that, a decision was tuken on trndc and environment bY 
ministers meeting in Murrakesh in April 1994 to sign. the Fimd Act .of the Uruguqy 
Round. They agreed to establish a Committee on Tn1de tlnd EnviroJlilientto report tot he 
first biennial meeting of ministers (in Dec~mber 1996 in Singapore). The 6th(!t main 
features of the Untguay Round agreements with cnviroilmentul .provis.ions telate lo· 
technical barriers to trade, sanitary and .phytosatiitary il1easures, and lhe agreen1ents, on 
subsidies and counterveHing. dlltics aild on llJlde..:rehitcd intelleCll1al pr;opert.y rights, 
Overall, the trade liben.tlizatiotl to re-sult from the Uruguay R.ounq .. is likely to .cons¢.tv~. 
resources a11d reduce environmental degradation rather ~than be unfrif!ndly lo the t1MUral 
cnvirot1rfletlt (Anderson 1995). 



13 

GA 1T!WTO and multi/meral tmvirmmumtnl (llJrt~t!mtmts 

The other wny i11 which trade policy is being c~:dlcd upon to help uchieve 
ctwironmcntnl objectives is as a carrot or stick to entice coUn\r:ies to sign and abide by 
mulliiatera! environmental agtccmc.tHs. Thnt argument. as mentioned tlhovc, may have 
slightJy rn()l·c validity . .In the cnsc of combatting global cnvironmcnwl problems such as 
ozone deplt~tiQn or cl inmtc chnngc, the frcc .. ridcr problem arises. One of the mt)tc obvious 
and possibly more cma .. eiTcctivc ways to reduce the free-rider problem is t<l write trttd¢ 
provisions into the agreement, as wns done in the 1987 Montreal Pn)t()col (lfl t·cducing the 
usc of CFCs and halons to slow oz,onc depletion. To di\le no OAriT contracting party ht\s 
formally objected to that usc of trndc policy. Nor hnve they to the bans on trade in ivory 
nnd rhino horn and tiger pr<lduct.s thm arc part of the Conventim1 on lnternatiomtl ;rrade in 
Et\dangcrcd Species, or to the trade provisions in the Basel Convention on trade in 
hazardous wastes. Conflicts may wen arise in the futUrt.!; howcvert ir trade prtwisions t\rC 
drnft.cd int() more contentious multilateml environmental agreements (c,g.l to impose a 
global carbon tax}. That is why this matter figures importantly on the agenda of the new 
\VTO Committee tm Trade and Environment. Discussions so fur in t.hc GATT/\VTO have 
cemred around the idea of providing waiver.·s on a cnsc~by-case basis, but they hnve nlso 
canvassed the worrying idea of providing nn •environmenwl window' for multHntcrnl 
environmental ugrec.mcnts within the OA11 exceptions clnusc {Article XX). 

To help assess the appropriate role for tr;tdc policy in multilateral environmental 
agreements, it is helpful to recall thn\ supporters ()f trade liberalization nnd of 
environmental protection share a common goal: to improve s;ocial welfare. they also 
share u common problem: the need to foster multilateral cooperntionto fully achieve that 
objective, because in ench sphere (the economy~ nnd the environment) there is 
considerable and increasing interdependence amcmg nations. But the two groups differ in 
the impt)rtnill respect that support.ers of liberal world trade hnvc understood its virtues for 
two centuries tmd have been active for mntc than 50 years in building h1stitutions such as 
the GATt and \VTO to help achieve their goal, whereas widespread concern$ ~1bout the 
environment ntc relatively new and supporters of environmental protection enten!d only 
recently us significant players in intenuttional policy arcm1s. 

Understandably, supporters of liberal trade nnd the GATTIWTO resent the 
encroachment of these 'new kids on the block' onto what they perceive.ns their hard~won 
territory. especially when they genuinely believe thnt reducing ttade barriers is likely to be 
environmentally friendly and consistent with sustaimtble development in the long run in 
the sense that it allows the world to usc its resources more efficicntlyJ0 Equally, 
udvocates fot grcnter environmentnl protection are frustrated th<H intcrnationalagteel11ents 
us important as those l'esulting from the GAIT's recent Uruguay Round can be 
implemented without being subject to cnvii'OIHllentttf impact assessments or 
cnviront11t!otal :mfeguards. 

10 t .. ihcral trndcrs ~hould acknowledge, hnwc.wcr, that <lpcnin,g up m trnd~ h:t.'i complex ~~mcrtil cqQilibrh~m 
effects that are very difficult to determine a priori (Ult)h 1994, Copland and ~aylot J ~9S).I~ro cl(an)ple, 
they c:m lcl}d w ovcr~cxplt'>itation (>fcommon~property n~~ourc\!S (e.g., Yh\ felling pf tmni~~tforest~).whcre, 
thc.tc arc in:t(l¢qu:Hc .property tigllts, envlroltmcnl!ll cht~rgcs, and/or policins, ~~ which 'Cttsc there 'thny be 11 
scconthllest Cllsc for rcstrictingtratlc·untilrhose problems arc;r~solvcd (ChichUnis~y 1994). 
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C.lcatly there is scope for grentcr undc,rsttmding and ;tltcrc<l strntcgtcs 011 both 
sides. ~~tore tlnm thut, there is the distinct possibility that, by working togethert both 
gtoups' objectives Will be lhrthcr enhanced-- n 'win .. win• outcome. In some p~oplcts vic,w 
it nHty ul1imutcly r<.:quirc a \\'Orld cnvirnnment organization (\VBO) wluch C()uld set rnlcs, 
incorp<.mHc existing international cnvironmcntnl n,greemcnts and negotiate new cmcs, 
monitor compliance, nnd settle disptllcs ovct· environmental policies .... in the same wqy 
that GATr has presided over trade rules nnd polidc, t'ot the past five decades (Usty 
1994}. The udvnnwgc f()r libcrnl tntdcrs <)f n \VBO. fisty argues~ is that such nn 
orgnnizution could redirect envimnmctHnlists' aucntion nwuy from the usc of trade 
rncmmrcs und townrds ensuring the irnplcmcntution of rnt)rc uppropdtttc policy 
in~trumcnts for achi.cving cnvirQIHncnh\1 objectives. nllowing both sets of policies to 
morc.-cffcctivcly contribute, in nnnually supportive wuys, to the common gonls of 
St.Istuinnblc dcvclopmcnL :md hnprovcmcnt in the quality or life. However~ a \VEO is 
ttnlikcly to be crentc:'d in the near ftuurc1 partly because governments in many countries ~trc 
under pressure to down .. sizc. In any case, a \VHO, like the ILO. the ISO. \VJPO arid other 
stnndnrds-sctt.ing inlcrltational organiz,ations~ would lack 'teeth~ to ensure enrorccment Qf 
ngrt:cmt~nts. As well, t.he isMic of whether the \VTO or the \VEO would hnvc. precedence 
would need w be rc~olvcd. lt is noteworthy that the side agreement to the NArTA gives 11 
surprisiug (to rnc. given that it is n trnde agreement) degree of pn~ccdence {() 
cnvimnmcntal concerns relative to tn1dc concerns. \Vhat would be more. nppropr'iate is a 
recognition thnt where the two nrc in conflict, achieving the optimal wclfnrc .. mnximizh1g 
otHcomt~ requires both to c(>tnpromisc sc.nnewhut (Cord~n 1995). 

Thus the trade policy community needs to be involved in the negm.iuting of 
rnuhilatcml envirmunentnl ngrccmcnts thnt. nrc likely to include trade provisions, aud to 
develop criteria by which \VTO members could asses::: in ndvnncc the cxtcllt to which 
trade re;;;trictions within !>Uch ngrcemcnls nrc ncccptnhlc. Some Qf the rcJcvnnt criteria 
were cnuncimcd nt UNCI!D. It is important, first, lt> ensure that trade provisions i\rc 
strictly ncccssnry~ in the scrl&c that there nrc no alternative, more effective. jnstrumonts 
than trndc I'Cstricticms~ nnd they need to be effective in ltchicving the cnvironmcnlnl 
objectives involved. Where trade in ... trumcnts are required in the nbsence of less costly 
tmlicy rncasures, they should be used only in proportion to the size of the a~soch\lcd 
cnvironmcmnl problem and shc>uld be the least trnde restrictive measure uvaihiblc• The 
measures ought to be trnnsparent and not be protcct.ionist in hnpact, and where possible 
be consistent with bClth the Gt\Tf principles nf non .. discriminntiqn (mOSL"'favourcd.-nation 
and national treatment) and the key ~.mvir<mm.cntal principles such :.ls the p()llutcrpnys tmd 
the prccaution:.try principles. 

Whut could and shotiltl developing countticc; d<, abQut these dc\'Ch>pitaehts? 

The Uruguay Round agreements in themselves arc good news for dcve.J()pirlg 
countries. Ho.\vcvct, the demands for greater hnrnwnization of d(>rncsli¢ pplicic$ foJ~ 
C()t1tpctitivcncss .. rcnsons, coupled with the grccrling c>f . world pol Hies and the growing 
int(!rcst in worker· and other hum~m dgtus beyond r1!ltlonal' bordcts, urc likely to ,put lh¢, 
W1'0nnd ttadc policy under pressure to pcrronn tasks for whichthe.y wcrcnotd¢slgncd 
mnl nrc not well suited<,. ... and ~H' a tintc when the WTO rtccd$ first to consolidate its tole :in 
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tJw wofld nnd t~ns\\n~ th~~ hnp\(~JltCIHntion t)f' the Ur"t~Uity Round twfotu nHJVing 'int<> thcst~ 
1\IOI'C thomv issUe'; thHt tlt'U <;ml)' prwiphC.I'Hlly C(Hli\QClCd WIJI\ h'lldc.H 

Tht' prcssun: W\ the \\· "l o to hccotn¢ mrwc cntwh•cd wilh urwirollt)l(~ilt:d {ntld 
labour l-ltl\ndnrds) tNSliCS i~ rmd should be Of ((:t:msilk1J'nblc COI\t!Crn to d¢Vclophl);l Ct)\IJHJ'IOS, 

The romm11 is nnt so tnuch tlnu dw impr.)ftitlotl or higher· swndm·d~ tl)cJHsclvus Wt)\lld, be 
costly to them. In fact the cnmpctitivcnc~~ <'>f some hHll1stdcs h1 middlc;*lJlC(Hl!~, tnfd .. 
hHHHlnrrd countnch tnny well h~:: cnlmoct•d if' Jow .. inconlc, low-stmnlnnl <~(Httm:lcs W(H"(! 
t·uquircd w rnist~ their swndnrd~ more thun thetn to rcnch mitlimum ncacptnhtu hw~'ls. 
Uvcn tht~ 1\Cf~arivQ dlrt~Ct cffm;:l for h1W~in~;.•mlW ccunnmics or having to !'HIRe tlmh' 
stnndnrds c<!Uld be offsot sotncwhm hy n t~wms nt t1.h.h' ittlpH)VNHcnt. if tnany ·C0\11\tdcs 
wcl'c to r·niNc then· smndnnl~ sintultancously. Nonctht~lcss, pU(1ptc m devcl<)(1iHt\ CUlltHI'ics 
nrc suspichnts nf the ruotiv(~N or high·incomn conntt·it.~s~ und ohit~(·t tu whnl they f)~Jtccivc 
as !'OCinl impcriulisn1 utH.l u d<minl of their IHttio.mtl sovcn'tguty~ \Vtul<: thuy ore uot hc.lng 
hlll~etcd fu'r S<\ the fnt•t is thm such stnndanls tend to he npplkd h~:\s ht dcvctophu~ 
cmntldc~ lHW·tHit\C they nrc pm>tt~r. 'l'hnt, mg.ctl!ct' with Ill\.' fnct thm thci1~ conJf):trntJvc 
ndvnntages nrtcn urc in rw1Un11 rcsourl~C· nnd J)Ollution,.inl\!llsivc. imh.t··~trics, menns those 
~70UtHt'it~\ m-e vttln~ruhk either t.n bcitlg pr~!ssurcd to c.nf'orcc Mtictct' stnnd:tr<ls ;unl/tw to 
facing less llHirket m:ccs& fot· their exports to stricll~r .. slilllthWd COlllHI'ius. lhH'lhcnliOI'<!; 
should the U!\l' ur 1mdc poltt+y to try to hnnnoniz.c ~umttards upwnnl:; fend to lrmlc 
rctuHution aud cc.nmt.(H',.rctnli:ttion, 1he c·nd rcs\th could be;~ 11. wc;nl\cuing of the muHUntcrt\1 
tt'tHling syMctll on whkh developing countl'ics nrc comiHg to dQp(md inorcnsingly ns llHJY 
lihernlizc their t'CtHHlmics. Oilt' pmsiblc cnnsc<.JUCHce: is thot dcvolopint~ cowHrics uouJd 
~c<!k refuge lhnu mHt· (ceo ot· sodnl). dulilflirtg duti(~s via nssociation with \)i' accession t.o 
the BU or NAI~"f'A, where they might expect tn receive gn>,;ll"Ct' cmnpcnsnt.ic.m fot· ntising 
tlmir ~ncinl }.t:\IH.Inrds. In ~uch cnscs, uny net guin they !tilght tHljny could well be nt the 
expense of excluded (.lcvclnphtg countrl(:s. 

llt>WCV~I', :.tillCt~ the ~~lltWittillt.t Of (~1\VirOI\IllCJ\(:11 iSSU~S With t.I'Hdc pofh,.;)1 is ll\Oi'C 

likely to tight~m thun h) dt~cntungle in the l'or~ocnhk~ l~uwrc. tho question nriscs us to hQW 
dcvclnping countl'itlR ought to respond. 

One rcspon~c i~ to (:Hss(~lllitHtlc more widol~' the somld argument"" for· H<ll usiug 
tmdc .. rmal'icri vc mca~urc~ to uchicvo cnvit'01Hl1Cntnl objectives tntd hcncQ, fbt· 1H>t 
umcm.ling Anidt· XX of tht~ GATT to allow trodo disct'inlinntl<lfl fo1· covirolllli¢tHnl 
pt,trpo.scs. Tho~t..: .u gumc:mts include the followitlg: rhnt dlffc,·~ncus in stnmhwds nrc a 
lcgithm~lc source of comparutivc ndvantugc in so nw ns they r¢flcct dlff¢rouccs h1 j·csolH'Cc 
cndowmonrs Hnd societies' prcfcrcnac,s nnd ohHit.y tl'> nf'fonl. the g<>t)~l t.hil1gs ill life; lhnt 
swndanls rise with per c:t~piw. income and libctal trade !H\JHlOlt.~s inc;<)rtlC ,gtowt!utlun: 
theory (Bhagwnti nnd Srhtivns~m 1996) und cntpiricnl.twidcn<:c. (Tobey 1990! 1,.<)~ 1992,, 
Jnffc ct a.l. t905t l..cvhlscm t 996) provide little rcnscm t<J expect tlnlt differences in 
sl.nndards C()ntributc signillcnnll.y to diffcn.mccs ill (~()S($ or producli<.m nntLhctlGC t() lff-\dc 
nud investment patt<:•~ns~ no•· that do\Vuward IHtl'rnouiznli<.Ht of sta!\thu·ds (~t 4''';lcc to the 
bott()lll") is OCCtHTilliJ; that if freer {rttdc Wct·c tO Wt)t':-!Cil Wc.!lfM·c bcCt\liSC Of ·itH\flJll'()lJI'i;l(c 

o 'I'll~ S\!g~c!;liOi' h:ls hcctJ n\ltdc, ltw cxJtn!Jilc,lltilt th~ ':V'I'O.buontJll}: 1tcHwt" nmnitnt:hi~\:Md c'tl~>~·?ln~ 
n~rc.~d ·tulninmnl sodnl sh1!1th•rds. ~nuu prc~thiliihty Wf~Jlld h1vul~9, '~!Win>JIHl¢1l\Jli' tt~iJk·.l~lH}~•r Sltl.!l.dm'll~ 
hch)ij; n.wicw¢d ilK tmrt or lhc Wl'C)•s T!'n~lc PtHi~y HcNi<!W Mc;cht\llisni•. ShtcQ dtnt ill~l.!h:!t(l!Sit\ is oJnlOdy 
~trct~hcd .to hs limit IH covering even th~illiaj~;r tn~\l~ pnHcics ot~~t)nU·t~ttitl~'ft;\rtJ~~~ sUdl·llH ;lt~I(Jhltm. tu J~s 
worK h.H!ll W<HIId tcqllh:c; a subst:IIUinl boost: tu Hs tesnttl'q¢~ :~~ n11l: ·t\) ·~Jrcmh>tl ~~)~ ·CXl!·l~ ·h,i~!t;"n uit ~h<>~~ 
~•HI1IOYcd lil tHatlount cnt)lmls Whc11 tJro reviews ~tr¢c under w:,~, At\ (!v~i1. ~r~ni\~r :(iotc·,n·h\1 hiCf¢1\Sc '''' 
\VOI'klo;\tl Wlltlld t'l~suh f't>~; .thu W'rc)•s distHI.I.o K~Hicmcnt !H~:Ch!mism, 
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c.nviromncnml polide.s in some cQUtHric:S; n<.m ... tradc .. mcastH'cs st~ch t\s l~h~JHngtdolphhl.,. 
fdendly ·tunn1

) would be more cost"'cft'cct.ivc (h:tn trade poUclc$ .i~t that they aUo\V 
consumcts to exorcise. their preferences through the mnrk~t; tf1(1t ttdvnnccd ccpf)()I1)ic$ hnd 
h.1WCI' stnndt\tds at earlier stages of their dcNcl<1prncnt; thm since (fcvelophlg cotmtri~s. 
have CQntrlbmcd a dispr~oportiPtHifcly srmtll amount .per cn()ita to global cnvh'OI1J1lental 
problems !-IUch as grcenhousc1 they should be compemmtcd aceordit1gly ft;)r l!onttib\ltin~ H) 
their soiUti(.ms rather tlum hnvc thnt contribution dermn1d~d of them umJer thrcnts oflmdc 
snnctions; and tbm the GATT nJics .. bnscd mnJttlntcraJ tmding system isthrctltcned:by the 
risk of cnvirnnmelll\ll groups being cnpttlrcd by tnlditionat protcct.ioi1ist. gt'o~tps hl high"' 
stun.dnrd c(nliltt'icst and by the risk or resulting trndc restrictions nnd prcssute · t<.) 
involuntarily t'i'ise stnndMd~ hcing ~rscd by protectionist gtOUl>S iJ1 lower .. sh\11(h'trd 
countries to nrgue against their countdcs' cxp()ll"'oricntcd dcvelonmcnt str~tt~gy. 

tv1ore empirical nnnlyscs tu sttppor.t some of these <lrgumcnts nr~ sorely needed. 
The experiences ()f' the Uruguny Rn\Hld, nnd of the lntcr .. governmental P,t,\cl oh Clim~uc 
Change, mndc c}(~ar tluH empirical studies ;tre fnr more powcd1tl than t~bstntct nrgunlents 
in focusing attention on the need for Imlicy rcf()flll and the sh~tpe h should take, Those 
q~mntitntivc exercises have provided the world with a suite oftm~lt,i .. secl.Or, mult.i .. comn.cy 
models that are cnpnblc <)f being modified tt) estlntnte also the, liukngcs between trade, 
rcs()Urcc depletion, and environmcntnl degradation, A beginning has been nH\de in thnt 
dircction,t2 but there is grcm scope for further~ high-'payoff research it1 this atcn. Such 
forwnrd~looking modcUing requ.ircs the inclusion of endogenous bchaviouml retntlonships 
not only for priwttc households and firms but also for governments, so AS to :t~lpttttc not 
just the dcmogrnphic transition but ttlso the. transitions in bot.h trade ;tnd erwonmental 
policies tlnu typically accompany pet· capita 1ncome growth. No\v is Hot too early to begin 
if that research is to int1uencc the next round (lf multlh\tentl trade negotiations, becm1se 
they arc scheduled to get under way bofQrc the end of this decade. 

Helpful though such argtli'1Cntation and analyses wo~tld be, more dialogue und 
c<Hnpromise between hi.gh~income and developing c.oHntries is likely to be needed. One 
suggestion is the following. If developing countries were to conn11it themselves t() 

ettforeing minimtlln standards and to raising those stm1dnrds over time ~.\¢cording to a 
specified schedule. h1 return f(lr grndtml improvements in access to OEC:tl tn~lrkcts, voc,l} 
interest groups in high,.income CQtmtries would be less able to deny that imp1~ovemcnts in 
environmental standards are pot\itivcly related to income and trade growth. That would be 
\lSing ttadc policy as a carrot rather than a stick. Likewise~ if developing CO!lniries Wet:e 
SGento be enforcing rcnsollable standards especially effectively on their foreign .hwestors, 
cottcerns about capital outflows to 'pollution haven~' and the consequent I<>SS of jobs if1 
high,.standard countries would be less justifh\ble. Ahentntively or additionally, d~.weloping 
colmtries could trttnsfer the onus back to high-.sHtndard countries to insist their firms 
accede to the same high standards when they. in\'Cst: in d~veloping courlldcs ;1$ ih ?1?r·e .. 
advnnccd economics. And an~icty over deforestutkm could be re(luced i.f develqping 
countries were uble t(l dcn1onslmtc. they cn,tpolice restrictions on felling. 4\fi.tl *·¢ prepa.ted 
to do so in .tctum for ndcqpate coJl1()Cl1$Uti{)n .h1 the fonn of grenteraccess t<ldch"col.lntry 
nn~rkets and/or aid. ·(e.g., via the ·01ob~\l Envirot1tnent E\tcility .agmini,~a~r~d·by:th~ 'World 
Ban~). 

A more contmvershtl Sl1ggestion has b~en m'\de PY' :~odrik (H>94)~ H~· b~li~Vt!s 1l 
c·nse c~n b¢ m~tde for .hish--standard countries to t~lk¢ .action a~;,\htst a tr~dittg ,p~th1¢r :if 
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trade with that country violmcs ;t wi(h~lv hdd social stand:trd (J.c •. , tH\c thnt is nc.~1CJ3lctt by 
exp<.wt nnd consmnct intct·cstl\ in those coontrics hl nddltion to Ulc wlgricvcd hnpor·tl­
cmupcting 11rodum.ws nnd cnvimnmcnml or lnbour gr·ot!ps}. 1"hc CJ\S(! rests onlho point 
that nn erosion of (:onf'idcncc in the ·nrimcss' ()f the trnding system nmy nHimotcly he 
more costly to thu wt">dd ccmH.m.1y thnn tlm ~1ction ng~tinst the ofrcntUng tt~adltlg pnrtncr. 
He suggests Hmt the Sutuguttrds A{irttcmcnt of the Urugtmy Round C()\tld be ·brc):~dcncd to 
n!lt1w n 'Social Snfeguntd8• clm.1sc whereby in such cases a cmmtry could tcst.tict the 
()ffcnding import' nnd C()lllpcnsntc the trnding pni·tu~r. R<)drik rce.ogJliscs t.hm this could 
do rnotc harm thnn good (not least bc\:UU,SQ it would formnlizc n link bctwcclttmdc pt:>llC)' 
nnd sodnl ~toudnrds). l!v<.m so. he m·gucs thm its mctllS HC(!d. tn be weighed flg~linst the 
other options nvnHnble tn ~h.welopi.ng countries to minimize t.hu dmnngu n·om \he 
cncrnnchmcnt. of St)ci:tl 1~sue~ intt) tht.' tmdt~ policy donwin. H«:>WCVCt\ the ~mb~ring.. hist<H)' 
of nhU$C of Um Gt\TT's (uher snfcgunrdl) douses (ftinp.cr 1995) leaves lil.tlc rooJJl fnr 
cnthu.sinsm for th1s propoMJlto amend the Uruguoy Round".s Agreement nn Subsidies ~md 
Countervailing N1C"usurc,. 

P'l!H\ll)~~ whnt print~iples ought lo ~nvcrn the design of trade poHcics tllld tn:tdu ... 
rehu.cd cnvironnlcntnl pnhdcs to en~urc cquiblhlc nnd sttsminnblc development:? Scv<H't\1 
lmvc been nwtHhmcd nbovt~ m passing. Even tf developing countt·ics were sh1lf1ly ro 
discuss n li~t of such pritH.~iplcs 'vith highct· .. l)t~tndatd c<:ltHHries, the resulting dinlQg\tC may 
itself be prmlucttvt:~ in tliffusing sc11nc of the concerns expr·esscd by c.nviroutHCIHtll groups. 
APIEt'\ with its diiTusc hm r~lm.1vcly l\1llnll rnembcr~h)J), provides nn obvitlUS Jbnnn ft)r 
such dist:llssinn hcforc the much larger \VT'O tnt.m\bcrship dcbulc\) tho.lssuos. lt\ the smnc 
spirit. APEC might als'l b~gin to nlmtit.or trnde,.rehucd cnvir()nf1lent~tl mcasutcs RS .p;ttt of 
its ovei·nU compilnt1on (lf trt\dc impediment~ in the Asitl .. J'ncific. As well. H rnight· actively 
seck. ns a pnority in its u·ttde f(tGihN\tion and lihcH'Hlizntion luHintives l~Ullehed nt llogor h1 
November 1994~ the remnvnl of tmdc pt)lieies thnt incidentnUy hnnn the cnvironJncnt .... 
ngttht, providing a regional •win .. win' exnmplc n.:lr what might evcnt.mdly he acUievnb.lc 
globnJly through ·h~ \VTO. 
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