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INTRODUCTION

As the international and local debate around the
Uruguay Round GATT negotiations evolved, we
in South Africa paid scant attention to the trade
implications of the environmental issues and their
interface with trade in general. I§ is also doubtful
whether we |ocally paid enough attention to the
policy implications and possible negative and
positive options thereof. The word tariffication
terrified us. It thus happened that the environ-
mental effects of GATT slipped by without receiv-
ing the deserved attention.

lt is the purpose of this paper to look beyond the
sighing ceremony at Marrakesh and to pay at-
tention to the link between trade, the environment
and GATT. In conclusion the South African agri-
cultural link will be touched on.

This sensitive link between irade and the envi-
ronment comes a long way, When the cold war
between East and West calmed down during the
Reagan and Thatcher era, environmental affairs
became a more prominent and constant point on
the agendas of the world debate. During the
UNCED conference in June 1992 a vote of con-
fidence for an open, non-discriminatory trading
system was reached. This was seen as a pre-
requisite for effective action to

(a) protect the environment, and

(b)  generate sustainable development in de-
veloping countries to generate wealth so
that their economic resource base could
expand. A resuit of this would be an in-
crease in income that could be used for
cleaning up and protecting the environ-
ment and to promote sustainable devel-
opment. (Elgin R., 1993; Sutherland P,
1994).
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. THE WORLD TRADE
ORGANISATION AND THE
ENVIRONMENT

On 14 April 1994 at Marrakesh in the Kingdom
of Morccco, the Ministers convening to sign the
GATT Uruguay Round Agreement agreed to es-
tablish the World Trade Organization (WTO). A
function of the WTO is, amongst cthers, to fur-
ther the objectives of the WTO and of the Multi-
lateral Trade Agreements. It also intends to pro-

vide the framewark for the operation of the

Plurilateral Trade Agreements. The preamble of
the Agreement establishing the WTO states that
members’ “relations in the field of trade and eco-
nomic endeavour should be conducted with a
view to raising standards of living, ensuring full
employment and a large and steadily. growing
volume of real income and effective demand, and
expanding the production of and trade in goods
and services, while allowing for optimal use
of the world’s resources in accordance with
the objective of sustainable development,

" seeking both to protect and preserve the en-

vironment and to enhance the means for doing
80 in a manner consistent with their respective
needs and concerns at different levels of eco-
nomic development”. (Agreement establishing
the WTO, 1994)

To the question concerning the major factors
which lie beyond the successful signing of the
Uruguay Round, the preamble suggests that the
environmental link with trade affairs to be a ma-
jor one.

A first reason for this statement is very subjec-
tive from the author's side. It is based on the word
“while” in the quoted preamble. Usually if | see
this in a mission statement you can bat your boots

on it that what follows is a compromise out of a’

deadlock.

A second support base is found in the following
quotation: “.. the environment is the trade issue
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of this decade and likely to be, perhaps with com-
petition policy, the two major issues of the next
decade in trade terms. At least in my country, the
environment is no longer a question for the tree
huggers or for the smokestack lovers. It is an is-
sug, as we would say, for Middle America. It is
an issue that has arrived as a growing, day-to-
day concern for the vast majority of American
people” (Smith M., 1993). Demands for a cleaner
environment and for environmentally friendly
goods and services have been increasing world-
wide; for the sake of both the environment and
the trading system the need for multilateral policy
cooperation is urgent (Sutherland P., 1994),

The reaction of Mr. Peter Sutherland, GATT Di-
rector-General, on the question of trade and the
environment is a third reason: “Failure of the
Round (Uruguay) would have dealt a devastat-
ing blow to multilateral cooperation, not only on
trade matters, nor even only on economic policy-
making in general, but in other areas such as
international security and the environment”, He
said that developing and developed countries are
now defining their future policy agendas on a
foundation of deeper economic ties with their trad-
ing partners which is an excellent basis for pur-
suing global objectives in the areas of environ-
mental protection and sustainable development.
it is not debated nor challenged that the funda-
mental objective of the Uruguay Round was trade
liberalisation so as to put the market back in its
rightful place in all sectors including the agricul-
tural, textile and clothing industry. The argument
before and after Marrakesh is, however, that re-
ducing trade restrictions and distortions encour-
ages more efficient use of resources. An effi-
ciency which hinges on the powerful role played
by prices in the market economy which is the
fundamental yardstick of the GATT trading sys-
tem (Elgin R., 1993). The trade and environment
argument is, however, ratified by Peter Suther-
land’s (1994) remark that “it is trade liberaliza-
tion, not restriction, which holds the key in so
many areas to producing a coordinated policy
response to environmental problems by allocat-
ing scarce resources, including environmental
resources, more efficiently and by generating
wealth”.

Atthe acceptance of and accession to the Agree-
ment establishing the WTO on 14 April 1924 en-
vironmental affairs were high on the agenda. It
was decided to direct the first meeting of the
General Council of the WTO to establish a Com-
mittee on Trade and Environment open to all
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members of the WTO. The Committee is to re-
port to the first biennial meeting of the Ministerial
Conference after the entry into force of the WTO.
One of the WTO's first tasks will be “to identify
the relationship between trade measures and
environmental measures, in order to promote
sustainable development; to make appropriate
recommendaiions on whether any modifications
of the provisions of the multilateral trading sys-
tem are required, compatible with the open, eg-
uitable and non-discriminatory nature of the sys-
tem, as regards, in particular:

. the need for rules to enhance positive in-
teraction between trade and environmen-
tal measures for the promotion of sustain-
able development;

. the avoidance of protectionist trade meas-
ures, and the adherence to effective mui-
tilateral disciplines to ensure responsive-
ness of the multitateral trading system to
environmental objectives;

. surveillance of trade measures used for
environmental purposes of trade related
aspects of environmental measures which
have significant disciplines governing
those measures (GATT Secratariat, 1994).

The Commitiee on Trade and Environment (of
the WTO} will initially address, infer afia, the fol-
lowing matters:

. the relationship between the provisions of
the multilateral trading system, and

(a) charges and taxes for environmental pur-
poses;

(b)  requirements for environmental purposes
relating to products, including standards
and technical regulations, packaging, la-
belling and recycling;

. the provisions of the multilateral trading
system with respect to transparency of
trade measures used for environmental
purposes and environmental measures
and requirements which have significant
frade effects, etc. (GATT Secretariat,
1994).

It is thus clear that the last words on trade and
the environment have not yet been spoken.
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ISSUES AROUND TRADE AND
ENVIRONMENT

In the quoted preamble the optimal use of the
world's resources is a feature. The interpretation
of this statement seems neutral. li does however
depend on your viewpoint. The traders would say
that by definition the GATT says that the funda-
mental objective of trade is to seek the most effi-
cient allocation of resources. The environmen-
falists wilt say that is precisely the problem; that
this drive for the most efficient use of resources
leads to the degradation of the environment.
However, one cannot expect that agricultural
trade policies can be transformed under GATT
and at the same time reform the environmental
problems associated with intensive agricultural
production. Proper environmental and resource
management policies are needed as well and
these generally lie outside the competence of the
GATT (Eglin R., 1993; Smith M., 1994; The World
Bank, 1992).

Another “issue” is whether one country can claim
jurisdiction over another country’s natural re-
sources and make use of a trade restriction to
give force to that claim. The tuna/dolphin inci-
dent between the USA and Mexico is often used
to lllustrate the point. The USA imposed a trade
embargo on tuna imports from Mexico on the
grounds that Mexico's incidental dolphin catch
was too high. The dispute panel which exam-
ined the case concluded that the GATT does not
permit the use of tfrade measures to achieve ex-
traterritorial objectives, in this case saving dol-
phins outside US territotial waters. The tuna/dol-
phin dispute illustrated an important element of
many current environmental concerns. This is ob-
viously so in the case of the ozone layer, the
oceans, or the world's climate, which have o be
shared internationally. The services of tropical
forests which are valued by the rest of the world
for absorbing carbon dioxide and for providing a
source of biodiversity. The concern of the world
wildlife conservationists that endangered species
are killed, mainly not for food, and the trade in
toxic waste were instrumental that governments
negotiated trade measures to implement envi-
ronmental agreements. Such agreements include
the Montreal Protocol, the CITES and the Basel
Convention. This route, namely multilateral co-
operation, is suggested by GATT as the preferred
course of action to find solutions to protect the
resources in question. The fact that there are
over 120 muliilateral environmental agreements
in existence should give cause for optimism in
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this regard (Eglin R., 1993; The World Bank,
19982},

Eglin (1993) stresses the fact that as long as the
trade measures in question are not discrimina-
tory there is basically no cause for concern un-
der GATT. There is of course an important ca-
veat to this statement; all countries must sign an
international environment agreement. However,
experience shows that some environmental
agreements with limited membership have incor-
porated discriminatory trade restrictions against
non-signatories. The UNCED process is the in-
strument to counter these types of agreements;
it forcefully reconfirmed governments’ commit-
ment to a truly multilaieral process of coopera-
tion in the field of environmental protection.
“GATT rutes will never block the adoption of en-
vironmental policies which have broad support
in the world community. What they do constrain
is attempts by one or a small number of coun-
tries to influence environmental policies abroad
not by persuasion and negotiation but by unilat-
eral reductions in access to markets”. (Eglin R.,
1993).

For Eglin (1993) the most worrying of the poten-
tial areas of trade friction is the issue of interna-
tional competitiveness. “Pressure fo internalize
environmental costs is increasing, and the OECD
countries have already endorsed the application
nationally of the Polluter Pays Principle. This,
however, will inevitably have an impact upon pro-
duction costs in an economy”. (Eglin P., 1983).
One result may be pressure to make other coun-
tries harmonize up to one's own domestic envi-
ronmental standards, so that production costs
abroad also rise. A second reaction may be de-
mands for higher import protection against for-
eign products considered to be benefiting from
unfair competitive advantage because they are
produced in “environmentally difty” ways. They
can also demand production and export subsi-
dies {o compensate for added costs of meeting
higher domestic environmental standards (The
World Bank, 1992). It is normal that environmen-
tal resources are valued differently around the
world with resultant differing impacts on costs of
production. Maintaining competitive market con-
ditions has always been a major concern of the
GATT. Sorting out the genuine cases of injurious
dumping or subsidisation from spurious claims
of uncompetitive producers has no simple solu-
tion. At the centre of finding trade and environ-
mental solutions to this problem is the sensitive
areas of domestic policy-making. The problems
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emerging with regard to the linkages between
trade and environmental policy-making, will be
central to GATT's work on environment-related
trade measures in the future (Eglin, 1993). Many
countries do however voice concern that hidden
within the subject of trade and environment are
dangerous manifestations of trade protectionism
linked to “standards” (Sutherland P., 1994). Dif-
ferences in standards, be it national health, food,
safety, and environmental standards, may be
quite legitimate. They can reflect the fact that

nations have different environmental endow-

ments, or that populations have different levels
of income and awareness and demand different
levels of health and environmental quality. The
differences may also be totally contrived. Gov-
ernments may want different standards in order
to use them as convenient cover for non-tariff
barriers (MacNeill J., 1993). During a Pacific Eco-
nomic Cooperation conference attended by the
author during March 1994, it was also the con-
cern of many delegates debating from the floor.
The question of “standards” was raised and linked
to the possibility that thay can be misused as
Sutherland and MacNeill have indicated. A re-
cent and pending case (EC Food Law, July 1994)
on hand is the German initiated environmental
concern and packaging. Waste management and
the procurement of suitable landfill sites triggered
this initiative. The debate often generates more
heat than light. Formal declarations call for inter-
national harmonization, and studiously avoid the
real question. The question is whether we should
direct our international bodies to harmonise up-
wards to higher standards, or downwards to lower
standards. The answer to this question is not in
the realm of science, but rather in that of politics.
The answer is complicated by another question.
“Are lowering environmental standards a prod-
uct subsidy and, vice versa, are higher stand-
ards a burden on competitiveness? More spe-
cifically, will higher standards raise food prices
and render farmers uncompetitive?” And also:
“Will they encourage production and food
processing to move o countries with fower stand-
ards?” A simple “yes” to these answers will not
suffice. It is not accepted that high environmen-
tal standards will automatically lead to higher
costs or that it is detrimental to a country’s com-
petitiveness. Enough proof exists to indicate the
opposite. The OECD’s International Conference
on Environment and Economy in 1984 found that
high environmental standards could have a
strong positive effect on innovation and produc-
tivity (MacNeill J., 1993}. According to Porter
(1990) “the conflict between environmental pro-
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~ tection and economic competitiveness is a false

dichotomy. It stems from a narrow view of sources
of prosperity and a static view of competition.
Strict environmental standards ... trigger innova-
tion and upgrading ... Nations with the most rig-
orous requirements often lead in exports of af-
fected products”.

THE SOUTH AFRICAN LINK

An imporiant link with the trade issues and the
environment from a South African perspective,
is the effect that production is having on our natu-
ral resources. To be more specific the quotation
of Porter (1990} addresses the relevant issue. |
repeat his words: “the conflict between environ-
mental protection and economic competitiveness
is a faise dichotomy. It stems from a narrow view
of sources of prosperity and a static view of com-
petition. Strict snvironmental standards .... trig-
gerinnovation and upgrading ... Nations with the
rmost rigorous reguirements often lead in expotts
of affected products”. Few will disagree that South
Africa has managed to achieve a high level of
agricultural output and growth relative to avail-
able resources. In order to achieve this ouiput
virtually alt available land is either under livestock
or crops. This production was realised in 1992/
93 at a calculated cost due to various forms of
degradation of the natural agricultural resources
of R672,6 million (McKenzie C.C., 1994). Sources
in the Department of Agriculiure double this fig-
ure, based on World Barik calculations, to R1,35
billion. This is not the fotal cost.

The cost to replace annual losses of N, P and K
in South Africa caused by erosion is estimated
at R200 million at 1994 prices (Du Plessis M.C.F.,
1986; McKenzie C.C., 1994). The ferilizer indus-
try henefits from this in the short run. McKenzie,
hasing his calculations on work done by Scotney
and McPhee as well as The World Bank, con-
cluded that in a peried of 10 - 35 years maize
productivity could be halved on soils experienc-
ing the generally accepted rates of eresion in
South Africa. The current rate of soil loss in South
Africa has been estimated at more than 30 times
the natural rate of soil formation in this country
{Huniley B.S. & Sunter C., 1989). It is general
knowledge that to a varying degree cash crops
have been cultivated on marginal soils and soils
not suited for such crops. (Ondersoek na die
Impak, 1993). The effect of such tendencies on
the economy and the competitiveness in export
is clear. On the effects of acidification {2 million
ha), salinisation and waterlogging (54 000 ha
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sericusly and 128 000 ha moderately aifected),
soil crusting and compaction (2 million ha), all
manageable factors, [ will not go into. On the
non-arable lands we experience the same dis-
mal picture: An increase in woody species as a
result of mismanagement has rendered an esti-
mated three million hectares of bushveld use-
less for domestic stock; an additional conserva-
tively estimated 14 million hectares of savanna
(it can be as high as 37 million hectares) are rap-
idly decreasing in stock carrying capacity on ac-

-count of bush encroachment. We can go on

stressing the effects of invasive plants that ren-
dered neatly 1,9 million hectares economically
useless (Huntley B.S. & Sunter C., 1989). Suf-
fice it to say that using the work of Acocks as
bench mark, the Karoo has already advanced to

"a point 60 years ahead of Acock’s projections for

the 1290s (Snyman H.A. & Van Rensburg W.L.J.,
1987). In the Eastern Transvaal Highveld alone,
51 percent of the fotal surface area of 4,7 million
hectares of high potential land is being detrimen-
tally influenced through mine dumps, slime dams
and open cast coal mines (Scotney D.M. &
McPhee P.J., 1990). We trust that the compa-
nies invoived will stay true to their word fo re-
claim this land. 1t will be easy to quantify the ef-
fects of unsound environmental practices of in-
dustry but | will refrain therefrom as it is the re-
sponsibility of another Depariment. Taking these
intentions into account the link between trade and
the environment is to a “certain extent” being
approached in a positive way in South Africa.
However, the link between trade, or our endeav-
ours to be in a position to trade via productive
processes, and the South African environment
is a bleak negative. '

CONCLUSION

My goal today was fo identify a few pertinent is-
sues:

. The agendas and the actions of all in the
agricultural community will have to change;
strategies for the sustainable utilisation of
our natural agricultural resources will have
to replace price and aid lobbying strate-
gies;

. In South Africa we are debating and in
some instances resisting the tariffication
process evolving from GATT, but we are
losing sight of the realities that really mat-
ter if we want to be able to feed our nation
and if we want to be and remain a global
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players; at grass roots level we must de-
fine rigorous requirements for environmen-
tal standards to trigger innovation,;

. Certain slogans must be changed; it must

not be *he who tills the land must own it”,
but rather he who “conserves” the land
must and should own it;

. If we in agriculture do not use our natural
resources in a sustainable manner, peo-
ple from outside agriculture and perhaps
from outside the country, might prescribe
o us how it must be done.

. It is the responsibility of all the role play-
ers in agriculture, that is amongst others
the Depariments of Agriculture on central
and provincial levels, all organised agri-
culture, industry servicing farmers, univer-
sities and technicians, turn this ugly de-
facing manner in which we use our natu-
ral agricultural resources into the opposite,
into a specific way of thinking, branding
the misuser as a person without standing
in our communities.

. The cost to repair our depleted natural ag-
ricuitural resources will make South Aftica
a weak competitor internationally. To pro-
duce for the export market on constantly
depleting natural resources is expensive
and erodes our international competitive-
ness.
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