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I.INTRODUCTION

1. The secretariat’s report TD/B/WG.6/9 on "Newly emerging environmental
policies with a possible trade impact", in particular in Chapter II, contains
a preliminary analysis of product -specific environmental policy instruments
with possible trade effects. As noted in paragraph 36 of that report, these
effects depend to a large extent on the importance of current and potential
imports of products covered by such instruments.

2. The purpose of this note is to provide some background information on
the significance of current international trade flows in product groups which
may be potentially affected by selected environmental measures, in particular
those analysed in TD/B/WG.6/9. In addition, this note complements the analysis
presented in Chapter III of the secretariat’s report entitled "The policy
debate on trade, environment and development” (TD/B/WG.6/10) and its
statistical annex (TD/B/WG.6/10/Add.1). The current analysis covers the
European Union, Japan, the United States, as the European Union, Germany and
the Netherlands. Information on environmental measures has been collected by
UNCTAD staff, and may be incomplete.

3. The note is organized as follows: Section A describes the ongoing
process of adjustment of the database. Section B discusses methodological
questions. Section C provides a preliminary indication of the significance of
current trade flows 1in sectors where product-specific environmental
requirements are emerging. Annex I defines environmental measures which are
being included in the Trade Control Measures (TCM) data base.

A. Adjustment in the TCM database

4. The secretariat is in the process of adjusting its Trade Control
Measures (TCM) data base, managed by UNCTAD's Trade Control Measures
Information System (TCMIS), to include environment-related measures. work is
based on information provided by member States and research by UNCTAD staff.?
Detailed information has also been provided by the secretariats of different
Multilateral Environmental Agreements (MEAs).

5. work related to the database adjustment is also supported by extra-
budgetary resources. Under a project supported by the Collaborative Research
on the Economics of Environment and Development (CREED) , the secretariat is
analysing product-related environmental measures applied in the major OECD
countries, and is linking these measures, to the fullest possible extent, toO
the Harmonized System classification system. similar work, focusing also on
trade measures in the framework of Multilateral Environmental Agreements
(MEAsS), is being undertaken for the ASEAN secretariat, which is implementing
a UNDP-funded project which includes research on trade and environment carried
out by research institutes in the member States of ASEAN. .

6. The secretariat is further developing GREENTRADE, which 1is a
computerized information system that allows encoding and retrieval of
information on environmental product concerns and measures, using a Personal
Computer. A pilot version of the system, as well as a user’s manual, have been
prepared. GREENTRADE will become part of UNCTAD’s TRAINS system.

B. Methodology

7. The definition of selected environment-related product measures is given
in Annex II. This list follows, as far as possible, definitions used in the
context of TCMIS. Some of these measures, such as standards, regulations and
product taxes, have, in principal, already been encoded in the TCM database.
With the inclusion of environment-related measures, the TCM database will
contain a larger number of measures.

8. with regard to the methodology used in this note, estimating the value
of trade flows in products which are subject to environmental measures is very
difficult. Any systematic analysis requires that information on environmental
measures be combined with information on trade flows, which is easily

available only when the Harmonized System (HS) nomenclature is used.’?
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9. In many cases it is difficult, if not impossible, to identify products
covered by environmental measures in terms of the existing HS nomenclature.’
Many environmental measures cover very broad or vaguely described product
groups. This is the case, for example, of packaging requirements. As such
measures cannot be encoded in a meaningful way using the HS nomenclature, they
have not been included in the analysis presented in this note. This approach
implies a certain underestimation of trade flows covered by environmental
requirements.

10. A special category of measures are those prescribing product content,
such as measures setting limit values for certain chemicals that can be
permitted in products. One problem is that information on such measures is
normally available only in terms of the controlled substance and not in terms
of products which may contain such substance. For example, bans on the use of
asbestos may affect a large range of products, but which are generally not
specified in the corresponding regulation. Product content requirements have
been included in the current analysis only when they are to a considerable
extent sector-specific {such as limitations on the pentachlorophenol content
of leather and leather products) and may reasonably be expected to be relevant
(for example, products which are classified in the HS nomenclature as "made
of asbestos" are included in the analysis, but toys, which at times may
contain asbestos, are excluded).

11. Other measures affect only part of a tariff line. This is the case, for
example, for almost all items subject to trade provisions under the Convention
on International Trade in Endangered Species (CITES). Such measures have in
general been excluded from the analysis presented in this note, unless it can
reasonably be expected that the products covered by the measure in question
represent a significant portion of the corresponding tariff line. An example
of products which have been included in the current analysis are substances
controlled by the Montreal Protocol on Substances that Deplete the Ozone
Layer. This approach implies a certain overestimation of trade flows covered
by the measure in question. ‘

12. It should further be stressed that the TCM database provides information
only on the mere existence of a product -specific environmental measure.
without any indication of its potential trade impact, if any. The current
analysis thus provides only a preliminary indication of the value of trade in
products for which environmental measures, with different degrees of
stringency, have been identified, and does not in any way assess their real
impact on trade or export competitiveness.'

C. Trade flows

The results, grouped for broad product categories, are presented in two sets
of tables. The first set of tables shows summary trade information for each
market (Annex I). The second set of information provides more detailed
information on product classification, type of measure(s) applied, and
principal suppliers (Annex III}.
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Notes

1. ' A number of member Stgte§ have provided detailed information on national
env1ronmenta1 measures, principally in response to a Note Verbal, containing
a questionnaire, sent out by the Secretary General of UNCTAD in 1992.

2. The HS nomenclature consist of "tariff lines", which are common for all
participating countries at the 6-digit level {at this level of aggregation
there are approximately 6000 tariff items). Individual countries may identify
sub-items using additional digits to define national tariff lines.

3. This nomenclature has not been developed taking into account the need
to monitor trade in products subject to environmental requirements. Some
amendments may in the future be made to facilitate the collection of data on
trade or to monitor trade in products which are subject to environmental
regulations. For example, the United Nations Environmental Programme (UNEP)
has requested the Harmonized System committee of the World Customs
Organization to introduce specific subheadings in the HS to facilitate the
collection and comparison of data on the international movement of substances
which are controlled under the Montreal Protocol on Substances that Deplete
the Ozone Layer. Following this request the Council requested member States
to take all appropriate steps to insert specific subheadings in their national
nomenclatures.

4. It should further be noted that the present analysis is different from
that presented in TD/B/WG.6/10/Add.1 in that the current analysis refers to
product-specific measures which have been identified in specific markets,
whereas the analysis presented in TD/B/WG.6/10/Add.1 identifies trade flows
which are potentially wvulnerable to environmental regulations. For example,
the table presented on the United States does not include textiles, whereas
textiles are included in all other tables. In addition, contrary to the
analysis presented in TD/B/WG.6/10/Add.1, the current analysis does not COVer
trade in electronics, as in the case of this sector environmental measures
tend to be process- rather than product related.
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Annex II

Abbreviations and definitions of selected product measures

Prohibitions

Standards &
regulations

Take back obligations

Recycling/reuse quotas

Taxes and charges

Deposit refund schemes

Eco-labelling

Mandatory labelling

Voluntary agreements

Government procurement

Controlled substances

Ban on the production, use and
environmentally damaging products.

import of

Environmental regulations to be met for sale
on the domestic market. These regulations are

in principle applied equally to domestic
products and imported like products.
Regulations can relate to the product’s
composition (e.qg., content of hazardous

substances), its quality (e.g., durability),
or its performance (e.g., energy consumption).

Obligation of the manufacturer or importer to
take back products which can no 1longer be
used. This approach makes the producer or
importer responsible for re-use, recycling or
other types of permitted waste treatment.

Measures prescribing a minimum percentages for
the re-use or re-cycling of certain waste
products or materials.

Taxes and charges on products which may create
environmental stress.

Charges paid by consumer or importer, which
are refunded when the products are returned to
a collection system.

Voluntary labels informing the public that,
within certain product categories which may
pose environmental stress, certain products
are determined by a third party to be
environmentally more friendly than others,
based on pre-set criteria {(known as "type-I"
labels in the ISO).

Mandatory labels disclosing environment-
related information.

Formal agreements concluded between the
Government and an economic sector, whereby the
latter itself commits to achieve a specified
environmental policy objective.

The use of purchasing power by 1local and/or
national authorities to influence the markets
for environment-friendly products.

Products controlled by the Montreal Protocol
on Substances that Deplete the Ozone Layer
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