Session 9: Perspectives on sustainability: renewable resources, trade and WTO governance
Sub-theme II: Addressing 21st-century issues
Moderator

Professor Gabrielle Marceau, Senior Counsellor, Legal Affairs Division (LAD), WTO; Visiting Professor, International Law, Graduate Institute of International and Development Studies (IHEID)
Speakers

Professor Rachel Brewster, Professor of Law and Co-Director, Center for International and Comparative Law, Duke University School of Law

Mr David Moore, Applied Research Scientist, Global Footprint Network (GFN)
Mr Ronald Steenblik, Senior Trade Policy Analyst, Trade and Agriculture Directorate, Organisation for Economic Co-operation and Development (OECD)

Ms Marie Wilke, Programme Officer, International Trade Law, International Centre for Trade and Sustainable Development (ICTSD)
Organized by

GFN

ICTSD

IHEID

Centre for International Environmental Studies (CIES)

International Economic Law Interest Group (IEcLIG), American Society of International Law (ASIL)
Report written by

Professor Elizabeth Trujillo, Suffolk University Law School; Co-Vice Chair of IEcLIG, ASIL
Monday 24 September 14:00 – 16:00

Abstract
The last two centuries have been marked by a trend in the “globalization” of natural resources, both renewable and non-renewable, due to many factors such as population growth, colonization, industrialization and the revolution in transport technology. The focus of this session was on the sustainability of trade in natural resources – both renewable and non-renewable. Renewable resources can be further divided into biological resources (timber and fish) and flux resources (the energy provided by tides, waves, the sun and the wind). Though non-renewable resources are considered exhaustible because they are finite, many, such as metals, can be re-used or recycled almost indefinitely. Equally, renewable biological resources can be destroyed through over-exploitation. Technological advances both in transportation and in the extraction of natural resources have contributed to their increased use and growth of international commodities markets. Changing global supply chains have contributed to changing patterns of trade in natural resources, especially those extracted for use as primary inputs in the production of manufactured goods. Many formerly net exporters of natural resources have become net importers.

Against a backdrop of changing production and consumption patterns of natural resources, the various interlinked and sometimes competing policy interests around clean energy demands, and the environmental impact and price volatility of food commodities, this panel examined the meaning and value of “sustainability”. It provided an overview of trade and natural resources linkage, focusing on primary industries, where primary products are processed before consumption. The panel explored the links connecting agricultural and biofuel subsidies to export control policies and price volatility. In considering the “value” of sustainability, the session looked closely at global footprint accounting methods for better understanding the human impact on the environment. The relevance of WTO rules and domestic trade policies as they relate to natural resources were also discussed – specifically, regional and domestic regulatory tools on renewable resources, such as the impact of export restrictions and their practical applications, for example in the case of Viet Nam and the timber trade. Finally, this session also considered these issues in the context of climate change and multilateral solutions for governance, and whether the WTO Dispute Settlement Mechanism should be used to provide a good governance mechanism for resolving conflict between domestic trade policy and national climate change measures.
1. Presentations by the panellists
(a) Professor Gabrielle Marceau, Senior Counsellor, LAD, WTO; Visiting Professor, International Law, IHEID

Professor Marceau provided an overview of the session and introduced the panellists. She commented on the key points of each panellist’s presentation, highlighting the need for global solutions while recognizing the benefits of regional experiences.
(b) Mr Ronald Steenblik, Senior Trade Policy Analyst, Trade and Agriculture Directorate, OECD
Mr Steenblik started the panel with a discussion on the peculiarities of natural resources in the context of trade. He emphasized their uneven geographical distribution, vulnerability to changing climate, economic rents, and fact that the large and lumpy investments involved in the production of some natural resources, such as minerals and fossil fuels, can lead to economic boom and bust cycles in these sectors. He pointed out some challenges that specific industries had with respect to trade and domestic policy. For example, trade in agriculture is closely associated with health issues, which led to the WTO creating special rules under the Agreement on the Application of Sanitary and Phytosanitary Measures. Fish products bear the nationalities of the flags of the ships that catch them, rather than the waters from which they are caught, which in turn determine whose import tariff may be applied.
Mr Steenblik stressed the poor coordination among states with respect to natural resource management and trade policy in natural resources. He cited national policies on biofuels as examples of the competing interests that arise when governments try to solve one distortion by creating another. When petroleum prices were rising, prices on commodities such as sugar and corn were initially low, so governments used subsidies and other policy tools to stimulate fuel production based on these food crops. The result was a surge in agricultural commodity prices, which, in turn, adversely impacted the developing world. Rather than facilitate multilateral negotiations on agriculture, as some had hoped, it gave impetus to policy-makers who favoured agricultural self-sufficiency.
Mr Steenblik cautioned that government efforts to solve one commodity problem can lead to unintended consequences. One government response, particularly in developed countries, to environmental problems arising from increased pressure on biological resources issues has been to adopt process and production method (PPM) based regulations.
(c) Ms Marie Wilke, Programme Officer, International Trade Law, ICTSD
Ms Wilke picked up on Mr Steenblik’s points regarding government intervention in the trade of natural resources. She began by providing an overview of the changing landscape of natural resource trade in the last decade, emphasizing that the extraction rate was increasing rapidly due to rising demand growth as a consequence of population growth, increasing middle classes and the development of developing countries. At the same time, trade in natural resources faces changes in global supply chains where former net resources exporters have become net resources importers. In response, states have turned to regulatory tools that influence the market, often with the aim of securing national resources supply – export restrictions in the form of high export duties and quantitative restrictions. The pursued objectives range from resources conservation to enforcement and food security.
This development raises several questions: first and foremost, to what extent export restrictions can be effective to achieve these public policy goals. To discuss this point, Ms Wilke turned to an ICTSD case study on Viet Nam and timber trade, the second largest exporter of timber and furniture in the world and once a net deforestation country. As part of broader forest conservation policies aimed at reversing the deforestation trend, Viet Nam implemented various quantitative export restrictions on non-processed timber products in the mid-1990s. She explained that export restrictions may alleviate stress on the renewable resources and mitigate the negative effects of extraction, allowing the source to regenerate. For Viet Nam, the result of such forest conservation policies – coupled with support for the domestic furniture industry and export restrictions on unprocessed timber – was the recovery of 13.2 million hectares of forest and the return to a net forestation country. However, Ms Wilke also emphasized that despite this positive result, as a consequence of these policies, Viet Nam now imports 70 per cent to 80 per cent of its timber, and much of this comes illegally from Cambodia and the Lao People’s Democratic Republic. Furthermore, the European Union and the United States have implemented trade PPM measures to prevent the importation of timber from Cambodia and the Lao People’s Democratic Republic that is being processed in Viet Nam. Ms Wilke concluded that where short-term export restrictions can play a positive role in conservation policies by signalling to the market the need for change, long-term export restrictions can lead to market distortions resulting in “exporting” environmental externalities to other countries.
Regarding the role of the WTO, she noted that increased transparency was a first important step towards addressing the negative impacts of export restrictions while realizing their positive potential. Furthermore, increased research was needed on the use and functioning of export restrictions intended to achieve various public policy goals in different sectors and for different commodities, in order to develop more nuanced policies regarding the use of export restrictions in natural resources trade.
(d) Professor Rachel Brewster, Professor of Law and Co-Director, Center for International and Comparative Law, Duke University School of Law
Professor Brewster picked up on the theme of the 2012 Public Forum, “Is Multilateralism in Crisis?”, to highlight the difficult challenges facing trade in light of the current crisis in climate negotiations. She stressed that the debate was not about the science around climate change, but rather about the best policies for climate change mitigation. There are distributional concerns around which nations should bear the costs of remediation policies, and multilateral impasses result in pushing solutions towards national policies.
Professor Brewster highlighted factors that intrinsically linked trade to environmental measures. First, trade must be part of any climate change policy, since one sustainability policy can result in incentivizing unsustainable production to other parts of the world. Second, environmental policies are costly and under the current, difficult financial climate, governments are hard-pressed to create policies that may be perceived as not focused on domestic job creation. Despite the hopes in green economic growth, states may in fact rely on protectionist measures instead. Third, trade is an excludable good, since WTO members can restrict access to national markets for lack of trade rule compliance. This is harder to do in the case of environmental violations. In this way, trade and the environment are necessarily linked. Fourth, domestic sustainability policies, such as labelling measures, require baselines which are set at the national level and reflect underlying values regarding the national distributional choices of who should bear the cost of environmental remediation. There is little consistency with respect to environmental policies.
Finally, Professor Brewster stressed that while there was an opportunity for global governance on these issues at the WTO, the dispute settlement bodies may not necessarily be able to resolve fragmentation. Rather, she suggested that allowing conflict may in fact foster a shift in priorities and new interests to emerge.
(e) Mr David Moore, Applied Research Scientist, GFN
Mr Moore spoke on ways of promoting a concept of sustainability by quantifying it. He explained that a large portion of human activity rests on services provided by the biosphere, which can take one of two general forms: renewable resource provision and waste absorption. Furthermore, the provision of resources and waste absorption must stay within the natural capacity of the biosphere to achieve sustainability. GFN measures the demand and provision of these services and terms them as ecological footprint and biocapacity, respectively. In applying measurable metrics for a global ecological footprint, the emphasis must be on the rate of resource extraction compared to the rate of resource regeneration. The rate of resource extraction must be equal to or less than the rate of resource regeneration. Mr Moore explained that at a national level, economic activity can also be supported through the import of commodities, so the renewable resource security of a state is dependent upon the sustainability of both local production and imports. GFN looks primarily at national production sustainability and international trade of embodied resources to help understand sustainability. Specifically, it attempts to measure national sustainability by focusing on national footprint accounts, considering the relative economic intensity on various commodities, and examining the trade and flow of natural resources in a given country. It compares the amount of inputs that come from sustainable and unsustainable resources in order to better understand resource security. Through a combination of national footprint accounting and multiregional input–output tables, GFN has identified Eastern Africa and the Indian sub-continent as being regions with economies that have low resource security, while Europe has only marginal security. Mr Moore concluded that the incorporation of quantifiable sustainability measures within trade analysis had the potential to revive and to inform the multilateral system in order to improve national economic security.
2. Conclusions
This session highlighted the complexity around trade in natural resources, including the peculiarities of renewable and non-renewable resources and the various competing interests that coalesce around environmental policy intended to address sustainability. It illuminated the need for metrics to measure national ecological footprints and to better assess national sustainability efforts on the production-side of supply chains. Broader themes included the fragmented nature of environmental policy, due in part to multilateral impasses with respect to climate change mitigation, and varying values affecting distributional choices. Furthermore, trade governance through the WTO can play an important role in steering national regulatory tools for sustainability while limiting protectionism. As Professor Marceau summarized, this session provided some possibilities for multilateral solutions, including:

· amending or adding to WTO provisions to introduce more detailed rules on export restraints that may have to vary depending on the commodities
· concluding an agreement on those issues within or outside the WTO
· heightened transparency
· allowing conflict to occur so that new interests and solutions may emerge.
Finally, this session left open the possibility of finding solutions for trade and sustainability concerns through trading blocs that may better address regional challenges to climate change and then, in due course, bring these solutions to the multilateral.
PAGE  
2

