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IS FREE TRADE GOOD FOR THE ENVIRONMENT? 
by Lindy Davies 

The word economy comes from the we're dug in pretty tight. export (which they are), any attempt by the 
Greek oiko house, and nomos, managing. We "capitalists" can sometimes be a bit importing country to prescribe the condi- 
Ecology comes from oikos and the famous condescending about the poor Russians: tions under which they should be made is 
Greek word logos which means "word" or look at them bumbling around trying to seen as an invasion of sovereignty. 
"speech". So, then: economists talk about arrive at a market economy and a pricing However: no restriction whatever is 
how we manage to get a living, and ecolo- system, things that seem so natural to us. placed on a nation's ability to set standards 
gists studythe relationships between organ- But, our celebrated pricing systemnowfaces for products consumedwithin its borders. In 
isms and their environments. But let's para- an equally daunting challenge: how do we other words, it is OKto require cars to meet 
phrase that in a homier sense: We practice place a market value on the mainte- emissions standards, or for food to have 
economy (how to get a house) to im- nance of our environment? certain labeling requirements. Such laws do 
prove our ecology (furnishing our house, The  problem is further compli- not discriminate; furthermore, to disallow 
living comfortably in it, meeting the cated by the fact of wildly disparate them would also be an invasion of a nation's 
neighbors...) income levels between nations: right to protect its own citizens (and wildlife). 

This is interesting, because al- North-South issues. 

F,lurtion. 

Both of these 
though economics has always been Much of the third world is only principles can 
important to ecological policy, we ow embarking on the industrial revo- be seen atwork 
are now waking up to a world in  They consider it unfair to be in the oft-cited 
which ecology will become a more and expected to pay the costs df pollution when controversy 
more important part of economic policy. the West's industrialization managed to over Mexican 

Up until recently, pollution has been avoid those costs! tuna. When tuna 
thought to be a problem that came with Developing and industrialized coun- are caught in 
successful industrialization and a high stan- tries, then, have different priorities. For nets, dolphins 
dard of living - and protecting the environ- example, consider deforestation and its are often inad- 
ment, therefore, meant threatening the stan- probable effect on global warming. Those vertentlykilled. 
dard of material well-being from whence whose livelihood depends on their trees are US law sets a 
the pollution came. apt to say, "You guys stop burning oil so we limit on dol- 

Pollution does, of course, impose costs can cut down our trees without causing phin catches, 
on society. It always has: the costs of pollu- global warming." Naturally, those in a na- making tuna 
tion can be seen in health care, lost produc- tion with nearly as many automobiles as fishing more 
tivity, increased difficulty (cost) of securing people would retort, "You guys stop cutting expensive in 
usable water or soil, and political pressures. trees so we can burn our oil without causing this country, 

Nevertheless, the industrial revolution global warming!" which enables 
proceeded on the tacit assumption that air, Mexico to sell 
water, soil, etc. were free goods. Business is Is There Anything US consumers 
accustomed to paying for both the use and Green About GATT? cheaper tuna. 
the maintenance of capital, but only for the GAiTs panel 
use of natural resources. It was thought that Much has been said about the current ruled that US  
the Earth would simply maintain itself. spate of free-trade proposals. The "Urn- trade restric- 
Really, this was never true (the Native guay Round" of GATT (General Agree- tions on Mexi- 
Americans, among others, gave warnings) ment on Tariffs & Trade) is bitterly criti- can tuna were 
but as long as the consequeIces of pollution cized on the grounds that it will enable rich unfair. 
were seen as local problems, the overall countries to avoid their own environmental However, 
status of the environment as a free good regulations by exporting polluting indus- the panel ap- 
was not threatened, tries to poorer nations - who can't afford proved a US: 

Two things have happened (as they such regulations because they need the for- law mandating 
inevitably would) to change this per- 	 ign exchange. Theworrisome provi- 
caption: 1) developing coun- sions in the GATF framework are 

that tuna Ia- 
beled"dolphin 

tries want to raise their own those which deal with "technical safe" had to 
standards of living through in- 

g.e 

barriers to trade." Critics contend meet US re- 
dustrialization, and 2) the cur- thataninternationalagreement,ne- quirements. 
rent list of environmental con- 	-• gotiated by executives and not rati- Those in the US who believe that dolphins 
cerns - global warming, defores- fled or even examined bythe people should not be killed in this way are thus 
tation, desertification, and ocean pollution of various countries, may have the effect of guaranteed dolphin-safe tuna. 
- are global, not local, problems. "My back reaching in and degrading nations' abilities In the age of global environmental dan- 
yard" gets harder and harder to separate to protect their lands and their workers. gers, there is a likelihood that the ecological 
from everyone else's back yard. Basically, the GATT position is that ravages of one country may not be con- 

The world economy is poised on the nations have complete sovereignty over their tamed within its own borders. What if there 
brink of facing the need to pay pollution's own laws, which include environmental regu- is a "spillover?" What if, for instance, the 
cost. Once we cross the threshold, we'll be lations. A nation cannot subject the prod- world depends on the few remaining rain 
OK- or at least better off- because the costs ucts it imports to higher standards than the forests to absorb the huge amount of carbon 
of pollution will be recognized by markets, products it produces. But also, alas, nations dioxide being spewed out by advanced in- 
which will create incentives for ecologically cannot restrict importation of products pro- dustrial societies - but the marginalized 
sustainable development. We're on the duced under lower environmental standards workers in those rain-forest areas seembent 
threshold - but because producers will al- in the exporting country. Assuming that the on cutting their forests down? 
ways resist the imposition of new costs, products in question are made primarily for Apropos of this, many argue for sane, 
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tions against South American logs or wood. 
This, they say, would be good ecological 
policy, regardless of its effect on trade. 

Deforestation, of course, is bad for 
many reasons, including the destruction of 
precious biological diversity and indigenous 
human societies. In global terms, though, 
what's happening is that the heavilyforested 
nations are providing thevaluable service of 
CO2  absorption of other nations' emissions 
- and they aren't being paid for it! Should 
they, then, be hit with trade sanctions be-
cause they are cutting down trees? 

Well - many green-thinking people retort 
- it may not be fair, but everyone must 
sacrifice ifwe are to control global pollution. 

GATT argues, 
however, that 
trade restric-
tions are inef-
fective in con-
trolling pollu-
tion. If a coun- 

• try is inhibited, 
by trade sanc-
tions, from pro-
ducing those 
commodities 
for which it has 
a comparative 
advantage, its 
economy be-
comes less pro-
ductive and ef-
ficient, using 
more resources 
and creating 
more pollution 
per unit of GNP 
than it would 
otherwise. 

If, for ex-
ample: a tariff 
were imposed 
on Brazilian 
logs, it would 
create an in-
centive to saw 
the logs into 
boards there 
in Brazil. How-
ever, the vari-
ous equipment 

needed to saw the logs and transport the 
lumber is less efficient there than it is in the 
US. The only incentive to saw the logs in 
Brazil would be the extra cost imposed by 
the tariff. 

And that wouldn't stop the cutting of 
Brazilian lumber, anyway. So perhaps we'd 
need a tariff on the boards, then, which would 
effectively cut off Brazil's logging income. 

Alas: Brazil's logging income is not its 
main reason for cutting down the rain for- 
ests! The reason is the need of unemployed 
people to resort to subsistence farming, and 
the (artificial) scarcity of land. To the extent 
that Brazil doesn't get some export income 

from logging, more marginalized peasants 
are forced to burn down more forest. 

Protectionism in wealthy countries is 
also bad for the environment. Farm 
subsidies - awidespread form 
of protectionism - create in- 
centives for environmentally 
destructive agribusiness farms, 
with their pesticides and chemical 
fertilizers. Farm subsidies also wreak 
havocwith developing countrieswhose most 
efficient export products are often those 
same farm products that are subsidized in 
the rich nations. 

The bottom line is that restricting trade 
is no way to enforce environmental regula-
tions, and that free trade, in and of itself, will 
have some beneficial (if small) environmen-
tal effects, such as: efficient production; less 
foreign debt; greater capacity to participate 
in world environmental agreements; greater 
capacity to industrialize sustainably. 

a.#i viw tins_n .s,uia, 511140 

we come to the un-
avoidable connection 
between the environ-
ment and poverty. 

Poor people are 
exceedinglyinefficient 
in their modes of pro-
duction and uses of en-
ergy. The developing 
countries contain 4/5 
of the world's popula-
tion, but onlyconsume 
1/4 of the world's en-
ergy resources - and 
yetproduce4O% of the 
world'sCO2 emissions. 
No wonder the "first 
world" is worried: 
those numbers show a 
staggering disparity in 
per-capita use of re-
sources. For the ap-
proximately four bil-
lion poorpeople in the 
world to even slightly 
increase their use of  

energy would cause huge stresses to an 
already precarious environmental balance. 

But poor nations are (understandably) 
unwilling to contribute dispropor- 

tionately to abate the pollu- 
tion caused primarily by the 
rich nations. Because of their 
capital shortages and debt 

burdens, developing countries are 
vulnerable environmentally. They mayhave 
sovereign control over their environmental 
standards - but economic pressures force 
them to lower those standards in the effort 
to gain access to markets. 

Thus, the drive toward third-world in-
dustrialization is veryworrisome, GAIT or 
no GAIT. But how can we devise an equi-
table program to fight this? Simply mandat-
ing across-the-board reductions in emis-
sions is unacceptable to the industrial coun-
tries, because they have already spent con-
siderable sums on controlling vollution.Yet 

So What's the Problem expecting developing countries to pay a 
cost  that the First World escaped 

________ with Free Trade?  is unjust as well. 
Astoundingly, where most of 

The bitter fact is that devel- the world sees nothing but a 
oping countries bear two huge nasty paradox, the United Na- 
growth-retarding weights. Land' 	 tions Council on Trade and Dc- 
monopoly and concentrated land velopment (UNClAD) has per- 
ownership restrict opportunity and keep ceived a clear opportunity! 
millions of people in poverty. And billions & 
billions of dollars are owed towestern banks. Could More Trade Be theAnswer? 
The two problems are related; much of the If some countries aren't producing too borrowed moneywent into investments that awful many greenhouse gases, or if they 
enhanced the profits of landowners, while could reduce their emissions at a lower cost the misery of marginalized peasants was than advanced industrial countries could... increased. Nevertheless, their governments Perhaps we can make a deal. can't afford the stringent environmental This is what UNCTAD proposes to regulations enjoyed in the US and Europe. do:a global emissions-reduction targetwould They must have foreign exchange now to (%J 
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Free Trade & the Environment 
(from page five) 

be agreed upon. The targetwould apply to 
all the nations on some agreed-upon basis 
(emissions per capita is the simplest). The 
targets would be set up so that poorer 
nations would fall below the standard and 
richer nations above it. Any nation with 
emissions below the target level would 
receive a credit, which could be sold on the 
market. Wealthier polluting nations could 
purchase the credits, which would be used 
toward meeting their emissions target. The 
credits would cost less, in most cases, than 
further reductions of pollution.This would 
give developing countries an environmen-
tally-benign source of foreign aid. Were 
they to use the money for investments that 
increased their emissions they would lose 
the credits. 

The tradable-entitlements plan is 
sometimes criticized on the grounds that it 
is immoral to trade in permits to pollute! 
Doesn't that grant the power to pollute as 
a right? Well, so do regular emissions 
standards. Producers in the US are al-
ready allowed to pollute a certain amount. 
Producers in countries with laxer stan-
dards are allowedt to pollute more. The 
important point is that polluters should be 
charged the cost of polluting, and this cost I 
should be distributed fairly and efficiently. 
After all, market mechanisms distribute 
the costs of labor and capital ... why 
shouldn't there be a market in the cost of 
pollution? 

Traditional command-and-control 
approaches to controlling pollution are 
concerned with government-mandated 
standards, and have nothing to do with - 
market forces. They do not provide any 
incentive for improved pollution-control li 
technology, because once the standards 
are met,there is no reason for further 
action. On the other hand, the tradable-
entitlements approach stimulates the de-
velopment of new pollution-control tech-
nology because more efficient pollution 
abatement will bring in valuable credits. 
And there would be one other way to cut 
carbon emissions and earn credits: replant 
some forests. 	 - LD. 

Has It Been Tried? 
The technique of tradeable emissions credits 

has been tried in many ways in the US and 
ehewhereand has caug/ston. Tradingin credits 
easedthe transition of US manufactureifrom 
leaded to unleaded gas. Credits for SO2  
emissions (a major cause of acid rain) are 
now traded on the Chicago futures market 
Economists observe that the method works 
best when the only thing you have to measure 
is the overalllevelofthepollutantin question 
regardless of source. This is precisely the case 
with greenhouse gases, especially C(TY. 


