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WORKSHOP ON THE LINKAGES BETWEEN TRADE, TRANSPORT AND THE ENVIRONMENT 

Report by Deputy Director-General Harsha V. Singh to the Committee on Trade and Environment (CTE) in Regular Session
9 November 2010
1. The WTO Secretariat organized this morning a Workshop on the Linkages Between Trade, Transport and the Environment.  The main objective of the Workshop was to provide an opportunity for information exchange on the linkages between trade, transport and the environment, with a particular focus on air emissions.  The workshop had an interactive process with presentations and questions and answers.
2. Two presentations were made on the various linkages between trade, transport and the environment.  This was followed by expert presentations on the aviation and maritime transport sectors, providing their unique perspectives on the environmental impact of increased transport activity in these sectors.  

3. In the first session, Mr. Nils Axel Braathen, of the Organisation for Economic Co-operation and Development (OECD), presented some of the main conclusions from a recently published OECD book, entitled "Globalization, Transport and the Environment".  The impacts of globalization on environment via changes in transport actually constitute only a part of the picture.  In general, increased economic openness seems to have had, at worst, a benign effect on emissions of localized pollutants because of income and technique effects.  However, the net global effect of trade liberalisation on CO2 and other greenhouse gas (GHG) emissions appears negative, because of the global nature of GHG emissions.  The income and technique effects do not seem to be the same when the pollutant burdens the global population, rather than the population of just one country. He explained how increased globalization has led to an increase in different types of transport activity, including air, ship, road, and rail.  He also referred to case studies currently assessing the environmental impact of seaports.  
4. It was also mentioned that ocean-going ships consume about 2% to 3% of world fossil fuels.  The estimates depend on the number of at-sea or in-port days that are assumed in the analysis. Expected technological innovations will not prevent an increase in CO2 emissions from aviation, in light of the expected increase in demand. But the rate of technological progress will depend on the extent to which the sector faces a price on the CO2 it emits.

5. In addressing the environmental impact of transport, it was mentioned that in some cases, e.g. regarding emissions of local air pollutants, standards would be an appropriate instrument. It was highlighted however that a one-size-fits-all policy would not do;  instead, a mix of policy instruments, tailored to specific needs of countries, would be required.  It is also important to assess carefully what each instrument adds to the mix, and how instruments interact.  In this regard, the interface between global and local regulation was recognized as key: on one hand, global regimes should not be perceived as limitations on national action, on the other hand, national actions should explicitly respect the principles of non-discrimination and national treatment. 
6. Mr. Andreas Kopp, from the World Bank, made a presentation on the linkages between transportation costs, trade and the environment.  Core transport costs account for about 20% of total trade costs.  He mentioned that a study has shown that a 10% increase in transport costs leads to a 20% reduction in trade volumes, on average. It was shown that transport costs, including monetary and time costs, are high in comparison to more traditional trade barriers and that international trade is particularly sensitive to this.  Looking specifically at climate change, Mr. Kopp suggested that both technology standards and carbon prices will be needed to drive effective change in the sector.  According to pessimistic views that technological changes would not be forthcoming, even with the implementation of a carbon tax, transport emissions would increase by 45 % by 2050. Transport costs would rise due to the increase in the price of fossil fuels and due to a carbon price, if agreed internationally.  However, the overall value-weight ratio of international trade has fallen drastically, diminishing the threat of increasing transport costs.
7. In the second session, Mr. Eivind Vagslid of the International Maritime Organization (IMO) presented efforts underway within the global maritime industry to reduce air based emissions from shipping. Pollution prevention efforts by the maritime shipping industry are focused within MARPOL
, and its Annex VI regulates emissions of NOx and SOx, by imposing fuel content standards. Emissions of these two exhaust gases are particularly high in maritime shipping, because of the use of residual fuel from refineries (containing high SOx content), and the practice of operating engines at very high levels of efficiency (associated with high NOx emissions). With respect to greenhouse gases, the Second IMO GHG Study 2009 estimated 2007 shipping CO2 emissions at 870 million tonnes and mid-range emissions scenarios showed that, by year 2050, in the absence of policies, ship emissions could grow by 200% to 300% (compared to the emissions in 2007) as a result of the growth in world trade
8.  Mr. Vagslid noted that IMO is discussing both technical and operational measures (including standards), as well as market based measures.  However, both were still in the early stages of development. Operational efficiency measures can provide improvements, but will not be able to provide real reductions of emissions as demand for maritime transport continues. Mr. Vagslid also clarified on the point about the 'Global cooling effect' of shipping, raised by the earlier presentation from Mr. Axel Braathen. The cooling effect of shipping arises from emissions of SOx which chemically interacts with CO2 in the atmosphere, with the effect of reducing warming effects. Mr. Vagslid noted that the lifecycle of sulphur is much shorter than carbon, so any cooling effect will be short–lived.  Furthermore, there are other local environmental challenges posed by sulphur emissions.
9. Finally, Mr. Paul Steele of the International Air Transport Association (IATA), presenting on behalf of both IATA and the Air Transport Action Group, emphasized the significance of the greenhouse gas emissions challenge facing the international aviation industry.  He introduced the IATA emissions reduction roadmap, which includes a '2020 Carbon Neutral Growth Target', and in particular a goal of a 50% reduction of emissions by 2050 against a 2005 baseline. Improvements in fuel efficiency since 1990 have meant that 3.3 billion tonnes of CO2 had been saved in 2008 compared to emissions using "frozen 1990 technology".  Two sets of measures are included within the roadmap: (i) known technology, operations and infrastructure measures, and (ii) introduction of biofuels into the aviation fuel mix and introduction of additional technology. He highlighted a role for government action to help the aviation industry realize GHG emission reductions, in particular in improving air traffic control infrastructure and finalizing air space sharing agreements, which would allow for more direct and fuel efficient flights.

10. Mr. Steele presented a CO2 abatement cost curve for the aviation industry, which shows that the vast majority of abatement measures are profit positive, due to the prominence of 'fuel-burn' in the overall industry cost structure. The few marginal abatement measures not yet undertaken by the aviation industry are at a very high cost, and would require a carbon price in the hundreds of US$/tonne to make them worthwhile.  Nevertheless, Mr. Steele noted a role for market-based measures, such as global sectoral carbon trading, in achieving the "2020 Carbon Neutral Growth Target". Yet he cautioned that the recent proliferation of a multitude of overlapping carbon pricing and taxation schemes applied to aviation (passenger-related charges, and inclusion of aviation within emissions trading systems) threatened to impose competitive distortions in the industry and impose perverse incentives, such as 'distance to capital cities' based taxation schemes harming the tourism industries of developing countries (in the Caribbean and the Indian Ocean).  Finally, he emphasized that governments should agree on a coordinated policy approach and avoid fragmented policy approaches and unilateral use of national or regional measures.
11. Questions and comments were provided after each presentation.  These included, for example, comments on the difficulty of having a common standard across different technologies and countries, evidence of alternative studies which showed the low effect of trade liberalization on CO2 emissions, complexity of carbon costing, consistency of certain schemes if adopted by only a few countries, and clarifying certain technical aspects of the presentations.  Australia cited two studies by its transport agency in these areas, which included both technical results, as well as templates (or models) which could also help others to conduct further research in this area.

__________
� The International Convention for the Prevention of Pollution from Ships, 1973, modified by Protocol of 1978 and 1997.
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