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Amid Discord, WTO Members Explore Compromises on Environmental Goods

Doha Round proposals for expedited liberalisation for trade in environmental goods risk destroying infant green technology industries in developing countries without benefiting the environment, Brazil’s ambassador to the WTO argued last week.

Roberto Azevedo, Brazil’s WTO envoy, argued that negotiations under the Doha mandate for the reduction or elimination of tariff and non-tariff barriers to environmental goods and services (EGS) should include agricultural goods of particular interest to developing countries - not just industrial products.

Arguing that the chief objective of the negotiations was to deliver a ‘triple-win’ of environmental, developmental and trade benefits, he stressed that the EGS were “not market access negotiations nor should they be turned into super sectoral market access negotiations,” in a reference to the sector-specific liberalisation initiatives that are part of the standard non-agricultural market access (NAMA) talks.

In his intervention in the Committee on Trade and Environment - special (negotiating) session,  Azevedo underscored the need for an outcome that offers measurable environmental gains along with improved trade opportunities for developing countries. He criticised discussions in the committee for failing to “shed any light on how the environmental and developmental dimensions of the Doha mandate are to be fulfilled through tariff reductions [and/or] elimination on a list of goods of interest to some members only.”

The crux of Azevedo’s critique is not unique to Brazil. Several other developing countries, such as India, China, Argentina, and South Africa, have been critical of a list of 153 environmental goods submitted for prospective tariff elimination by a group of mostly industrialized countries in 2007.  They argue that many of the items on the list have non-environmental purposes, and in general coincide with the export interests of industrial countries more than with any objective environmental measure.

Despite the contentious backdrop, WTO members have been engaging in simulation exercises to see how tariffs on the proposed list of 153 environmental goods might be reduced as part of a Doha Round agreement.  China last week presented the results for three major industrialised members - the United States, the EU and Japan - and three major developing countries, China, India and Brazil.

Simulations reveal potential tariff cuts for specific EGs

According to the Chinese document, the standard tariff treatment for developed countries being discussed in the NAMA negotiations (a ‘Swiss’ formula with a coefficient of 8) would reduce the US’s average tariff rate on select environmental products from 1.31 percent to 0.94 percent.  In the case of the EU, the average rate would fall from 2.01 percent to 1.45 percent. For Japan, the decline would be from 0.24 percent to 0.16 percent.

In contrast, China’s own average tariff for the same set of products would come down from 7.59 percent to 5.02 percent using a “Swiss” formula coefficient of 20, one of the parameters under consideration for developing countries in the NAMA negotiations.  In the case of Brazil, the average applied tariff rate would fall much more dramatically, from 31.71 percent to 12.08 percent.  For India, the average rate would go from 30.47 percent to 11.28 percent.

The move to highlight the relatively deep tariff cuts faced by developing countries was seen by many as a lever to secure special and differential treatment provisions, as well as technology transfer.

More simulations on the impact of tariff cuts on environmental goods, especially on trade flows, are expected shortly.

‘Hybrid’ approach presented

Mexico made a presentation on the ‘hybrid’ approach towards tariff liberalization.  Mexico’s approach would see members undertake tariff-reduction commitments on a self-selected list of environmental goods, and then use a request-offer process to negotiate further commitments.

In another presentation on possible elements of a ‘hybrid’ approach, Singapore, Australia, Hong Kong and Norway proposed to have a core list of ‘single-use’ environmental goods, complemented by a selected list and a request-and-offer approach.

The presentations attracted a lot of discussion and interest particularly on the part of medium-sized developing countries that are neither big emitters of greenhouse gases nor likely beneficiaries of large-scale support for climate change mitigation and adaptation.

Several countries asked a lot of questions on the hybrid approach, and did not dismiss it out of hand.

Most members say they wish to see more constructive engagement in the EGS negotiations, and expressed the belief that there are many areas where the gaps can be bridged, despite the discord voiced last week.

Proponents of the hybrid approach will work in the coming weeks to prepare a more formal presentation in time for the next round of negotiations in mid-March.
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