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UN-ECE/FAO TIMBER AND FOREST DISCUSSION PAPERS

The objective of the Discussion Papers is to make available to a wider audience work carried out,
usually by nationa experts, in the course of ECE/FAQO activities. They do not represent the fina officia
output of the activity, but rather a contribution which because of its subject matter, or quality, or for
other reasons, deserves to be disseminated more widely than the restricted officia circles from whose
work it emerged, or which is not suitable (e.g. because of technica content, narrow focus, speciaized
audience) for distribution in the UN-ECE/FAO Timber and Forest Study Paper series.

In all cases, the author(s) of the discussion paper are identified, and the paper is soldy ther
responsibility. The ECE Timber Committee, the FAO European Forestry Commission, the governments
of the authors country and the FAO/ECE secretariat, are neither responsible for the opinions expressed,
nor the facts presented, nor the conclusions and recommendations in the discussion paper.

In the interests of economy, Discussion Papers are issued in the original language only. They are
available on request from the secretariat. They are distributed automatically to nominated forestry
libraries and information centres in member countries. It is the intention to include this discussion paper
on the Timber Committee website at: http//www.unece.org/tradeltimber.  Those interested in receiving
these Discussion Papers on the continuing basis should contact the secretariat.

Another objective of the Discussion Papers is to stimulate dialogue and contacts among speciaists.
Comments or questions should be sent to the secretariat, who will transmit them to the authors.
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Preface by the Secretariat

Issues which can be loosdly grouped under the heading “trade and environment in the forest and
forest products sector” have been some of those most passonatedly and intensely discussed in
international forums throughout the 1990s. For that reason, the UN/ECE Timber Committee, which has a
mandate to monitor and analyse al magor developments in the sector, organised a specia topic a its
session in September 1999,

Four high-level speakers presented their points of view on the issues. These presentations were
followed by a generd discussion (see ECE/TIM/1999/93 paras 17-18).

This document contains the texts and the presentations. These are preceded by an overview and
synthesis of the issues, based on the presentations and other documents prepared by Franziska Hirsch, an
intern in the UN/ECE Trade Division. The four presentations and the synthesis reflect the opinions of
their authors only. The Timber Committee itself made no fina statement of its opinion.

The Committee, with its partner body, the FAO European Forestry Commission, will decide
whether it will undertake further activities on trade and environment at their joint sesson in Rome in
October 2000, when they will be able to take into account recent developments, notably the conclusions
of the Intergovernmental Forum on Forests and the UN Commission on Sustainable Development.

The Secretariat wishes to express its gratitude to the four speakers for their interesting presentations
and to Ms. Hirsch for her precise and balanced overview on the issues.
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Foreword

This Discussion Paper was written as a follow-up to the specid topic discussion on “Trade and
Environment Issues in the Forest and Forest Products Sector” in the course of the 57th Session of the
UN/ECE Timber Committee in Geneva on 29 September 1999.

Four speaker presented their views on the topic — Dr. Carol Cosgrove-Sacks, Director of the
UN/ECE Trade Divison, Mr. Jan-Eirik Sgrensen, Director of the WTO Trade and Environment
Divison, Mr. Charles Arden-Clarke, Head of the WWF Trade and Investment Unit and Mr. Albert Fry
of the World Business Council for Sustainable Development (WBCSD).

This paper presents an unbiased overview of topics relevant to the trade and environment debate
and the speaker’ s opinions and statements on them.

Written speeches have been received from Mr. Sarensen and Dr. Cosgrove-Sacks, partia speaking
notes were submitted by Mr. Fry (attached in the back of this document). The parts on Mr. Arden-
Clarke's opinion are based upon the points he mentioned during the Timber Committee's session, as his
speech was not submitted.
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Trade and Environment Issuesin the Forest and Forest Products Sector
by Franziska Hirsch'

1. Global trade, sustainable development, and UN/ECE

As trade becomes more and more globa, the issue of its effects on the environment finds more and
more public consideration.

Globalisation results in larger trade volumes between nations. But are increasing internationa trade
flows compatible with sustainable development? This is one of the most pressing questions confronting
governments and civil society dl over the world.

In 1989, the UN Generd Assembly called for a meeting of nations on sustainable development. As
a result, the United Nations Conference on Environment and Development (UNCED) took place in Rio
de Janeiro in 1992. UNCED inssted that environmental, economic and socid development policy
objectives could no longer be considered separately. AGENDA 21 - an UNCED-gpproved plan for
ataining sustainable development in the 21st century - enshrined these principles and provided the
underlying logic for the debate on trade and environment.

Dr. Cosgrove-Sacks, Director of the UN/ECE Trade Division, highlighted during her presentation
the Economic Commission for Europe’ s concern to promote best practice in the sustainable management
of the forests in the ECE region. The idea of integrated sustainable development has aways been centra
to forest policy.

Some items of the existing work programme of the UN/ECE Timber Committee are aready
contributing to the understanding of trade and environment issues, such as the constant monitoring of
market and trade patterns by the Secretariat and the Committee itsdlf. When trade policy measures are
relevant, they are reported and discussed. Some of the information collected by the Timber Committee,
notably in the context of Temperate and Boreal Forest Resource Assessment 2000 (TBFRA-2000) may
serve as quantitative indicators of sustainable forest management (at the nationa level). Markets for
certified forest products and the status of forest certification in the ECE region are also monitored by the
Committee on a continuing basis. The Joint FAO/ECE/ILO Committee is focussing more strongly on
questions linked to the environmental and socio-economic aspects of sustainable forest operations. An
example is the guidelines under discussion for reducing the environmental impact of forest operations.

The region of the Economic Commission for Europe covers more than ninety-five per cent of
globa temperate and bored forests. As stated by Dr. Cosgrove-Sacks, the regional Commission’s focus
is on these forests — and on the wood and non-wood products which they produce. She claims that the
temperate and bored forests of the UN/ECE region condtitute one of the most important renewable
resources for many of its member countries. The forests of States like Canada, Russia, USA, Sweden and
Finland contribute very significantly to the economies of these countries. They provide substantia
employment, support the physical infrastructure of many rural regions, account for considerable export
revenue and tourism income. Also in countries where the forest sector is reatively lessimportant, forests

1 Student of International Business, Reutlingen University, Germany

E-mail: Hirsch.Franziska@usa.net

Postal Address: Franziska Hirsch
Prenzlauer Berg 18
D-10405Berlin

2 In 1978, the World Commission on Environment and Development (WCED) defined sustainable development as

“development that meets the needs of the present without compromising the ability of future generations to meet their own
needs’.
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and the industries and markets connected to them play a significant role in land use (on average a third of
the land area), the rural economy, biodiversity, recreation etc.

The Director of the UN/ECE Trade Division highlighted that many UN/ECE member States with
economies in trangtion are confronted by great chalenges in developing economic gains from their
forest resources. She claims that Russig, as the host of the world’s most extensive natural forests, faces
particularly difficult problems in promoting the sustaingble development of what potentialy could
become one of its principa renewable export sources. She dated that “UN/ECE has a specid
responsbility for promoting the sustainable development of the forests throughout the transtion
economies.”

2. Linksbetween trade and the environment — contrasting views

The links between trade and deforestation and degradation of globa forests is an issue which has
been discussed in various international forums, including UNCED, the Internationa Tropica Timber
Organisation (ITTO), the Intergovernmental Panel on Forests (IPF) and the Intergovernmental Forum on
Forests (IFF). In 1992, UNCED reached agreement on "Non-legaly binding authoritative statement of
principles for a globa consensus on the management, conservation and sustainable development of al
types of forests’ (the so-called "forest principles’). Principles 13 and 14 are of relevance to trade and
environment issues.

Principle 13 of the Forest Principles

(@ Trade in forest products should be based on non-discrimination and multilateraly
agreed rules and procedures consistent with international trade law and practices. In
this context, open and free internationa trade in forest products should be facilitated;

(b) Reduction or remova of tariff barriers and impediments to the provison of better
market access and better prices for higher value-added forest products and their local
processing should be encouraged to enable producer countries to better conserve and
manage their renewable forest resources,

(c) Incorporation of environmenta costs and benefits into market forces and mechanisms,
in order to achieve forest conservation and sustainable development, should be
encouraged both domegticaly and internationaly;

(d) Forest conservation and sustainable development policies should be integrated with
economic, trade and other relevant policies, and

(e) Fiscd, trade, industria, transportation and other policies and practices that may lead to
forest degradation should be avoided. Adequate policies, aimed at management,
consarvation and sustainable development of forests, including where appropriate,
incentives, should be encouraged;

Principle 14 of the Forest Principles

Unilateral measures, incompatible with international obligations or agreement, to restrict
and/or ban international trade in timber or other forest products should be removed or
avoided, in order to attain long-term sustainable forest management.

The linkages between trade and environment are numerous and complex. There are many differing,
even contrasting, views on these linkages.

2.1 TheMultilateral trading system —removing trade restrictions and distortions

The prevailing view of the World Trade Organisation (WTO) is that free trade stimulates economic
growth, which again supports sustainable development.
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Mr. Sarensen, Director of the WTO Trade and Environment Divison, mentioned in his
presentation that a study completed by the WTO Secretariat on specific sectors, including forestry, noted
a podtive reationship between the remova of trade redtrictions and distortions and improved
environmenta quality. The study found that:

0 Enhanced competition would lead to more efficient factor-use and consumption patterns.

a Trade expansion and encouragement of a sustainable rate of natural resource exploitation would
result in poverty reduction.

0 Market liberalisation would increase the availability of environment-friendly goods and
services.

O A continuing process of multilateral negotiations would ensure better conditions for
international cooperation. ®

The Intergovernmental Panel on Forests (1PF) found that deforestation is primarily linked to factors
other than international trade, such as changing production patterns, expanding demand for food, land
tenure patterns, expansion of subsistence agriculture and the demand for fuelwood and charcoa to meet
basic energy needs” Mr. Sgrensen claims that to the extent deforestation is linked to low incomes per
capita and poverty, it can be determined that additional economic benefits to poorer countries have
environmental benefits.

The WTO Committee on Technical Barriersto Trade, established as a result of the Uruguay Round
Negotiations, aims a the reduction of unnecessary trade obstacles. The organization's Agreement on
Technical Barriers to Trade (TBT Agreement)® establishes disciplines on the preparation, adoption and
application of technica regulations, standards and conformity assessment procedures that might act as
technical trade barriers.

2.2 The Compatibility between multilateral trade and multilateral environmental
agreements

Environmental non-governmenta organizations such as the World Wildlife Fund (WWF) argue
that while offering new freedoms to multinational corporations, multilateral trade agreements can aso
impose sharp limits on the ability of governments to regulate trade and other non-trade issues such as
environmental protection.

They claim that trade rules themsalves can directly influence environmenta policy-making by the
treatment of environmental regulations as “barriers to trade’. © In this context, Mr. Arden-Clarke, Head
of the WWF Trade and Investment Unit, mentioned the examples of the Dolphin-Tuna and Turtle-
Shrimp dispute rulings by the Genera Agreement on Tariffsand Trade (GATT) and its successor WTO:

The Tuna-Dolphin dispute took place in the early 1990s. Mexico had complained to the GATT
about the U.S.A’s ban on imports of tuna caught in nets that kill dolphins. The GATT ruled against the
United States of America because of the use of discriminatory sanctions to achieve the protections of
dolphins; it suggested the alternative of labelling dol phin-safe tuna as such.

The United States did not only attempt to protect dolphins, but also turtles. In 1996, the USA
extended a ban prohibiting US fishermen from using nets without turtle excluder devices to al countries

3 WTO document WT/CTE/W/67

4 IPE (1997), Report to the fifth session of the CSD, New York (E/CN.17/1997/12); IPF (1996), Report of the Secretary
Genera on the underlying causes of deforestation and forest degradation, New Y ork, (E/CN.17/IPF/1996/15).

° WTO Agreement on Technical Barriersto Tradehttp://www.wto.org/wto/goods/tbtagr.htm

% WWF Publication: Sustainable Tradefor aLivi ng Planet. Reforming the World Trade Organisation.
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exporting shrimp to the United States. India, Malaysia, Pakistan and Thailand took the case to a WTO
dispute pand which interprets WTO rules. The panel ruled the USA ban illegd.

The WWEF criticises the WTO for ruling in favour of free trade over the environment; accuses it of
only focusing on trade liberalisation and enforcing the belief that “If trade is good, more trade is better.”

As dated in Article XX to the GATT Agreement, the WTO does have the power to exempt free
trade rules for conservation reasons:

Article XX of the GATT Agreement

“Subject to the requirement that such measures are not applied in a manner which would
constitute a means of arbitrary or unjustifiable discrimination between countries where the
same conditions prevail, or a disguised restriction on international trade, nothing in this
Agreement shall be construed to prevent the adoption or enforcement by any contracting
party of measures.

(g) relating to the conservation of exhaustible natura resources if such measures are made
effective in conjunction with restriction on domestic production or consumption.”

At the same time, the WTO commits itself to promoting trade that is environmentally responsible
and that encourages sustainable devel opment. In the preamble to the Agreement establishing the WTO, it
is stated that members “relations in the field of trade and economic endeavour should be conducted with
aview to raisng standards of living, ensuring full employment and a large and steadily growing volume
of rea income and effective demand, and expanding the production of and trade in goods and services,
while alowing for the optimal use of the world's resources in accordance with the objective of
sustainable development, seeking both to protect and preserve the environment and to enhance the
means for doing so in a manner consistent with their respective needs and concerns at different levels of
economic development.”

The WTO Committee on Trade and Environment (CTE), established during the organization’s first
Ministerid Conference in Marrakech 1994, assesses the environmental benefits of removing trade
restrictions and digtortions. It has been given the function of identifying the relationships between trade
and environmental measures in order to promote sustainable development, and to make
recommendations on whether any modifications to the provisions of the multilaterd trading system are
required.

Mr. Sagrensen mentioned that in its report to the second WTO Minigterial Conference in Singapore
1996, the CTE agreed that WTO members must not use trade restrictions as punitive measures to force
countries to raise their environmental standards, such as the U.S. American attempts to protect dolphins
and turtles through discriminatory sanctions. The Head of the WTO Trade and Environment Division
clams that punitive trade restrictions can cause harm to the trading system, without necessarily yielding
environmental improvements.

The relationship between WTO provisions and trade measures applied pursuant to multilateral
environmental agreements (MEAS) has been one area of particular focus in the CTE's discussions. Mr.
Sarensen consders it particularly important to the work of the Committee on Trade and Environment
that it holds the key to the complementaries that exist between sound trade policy-making and sound
environmental policy-making. But he also realises that its full potential has yet to be fully explored, both
in the framework of possible market access negotiations in a next round, and in ensuring that the WTO is
asociated with pogtive efforts to promote environmental protection and accelerate sustainable
development in developing countries.

As stated by Dr. Cosgrove-Sacks, a decison on the compatibility between WTO rules and those of
the MEAsis aso of particular concern to UN/ECE member States.
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3. Measures affecting trade in the forest and forest products sector

A number of measures affect trade in al sectors including the forest and forest products sector, such
as tariff levels and tariff escalation, subsidies and labelling. Certification that a product comes from a
sustainably managed forest is a particular issue for the sector.

3.1 Tariff levels

Dr. Cosgrove-Sacks underlined UN/ECE member countries concern about the effect of tariff
structures on the sustainable development of forest resources in the region.

Both the WTO and the WWF agree that export bans and taxes are ineffective and cannot contribute
to the efficient management of forest resources.

Mr. Arden-Clarke claims that export restrictions are often a result of tariff escaations. The World
Wildlife Fund agrees with the World Trade Organization that protectionist measures should be removed,
tariff escaaion should be dismantled. Tariff escalation is presumed to be bad for the sustainable
management of forests, but, in Mr. Arden-Clarke' s opinion, there is little convincing evidence.

At the same time, Mr. Arden-Clarke is concerned that further trade liberdisation may result in an
increase in paper consumption. He cited research of the American Forest and Paper Association which
suggests that paper production could increase globaly by 2 — 4 per cent, if the acceerated tariff
liberalisation proposal on the forest products sector by the United States was implemented. Accelerated
tariff liberaisation proposals to the WTO are also supported by Canada and New Zedand.

Mr. Fry of the World Business Council for Sustainable Development argues that increased
consumption of wood and wood products may even be good for sustainable development. The resource
is renewable and, as far as he is concerned, reforestation is a net gain for the environment, for
biodiversity habitat, and for carbon sequestration. In his opinion, mandatory recycling quotas may be
negative for the environment and are definitely negative for developing countries, since they exclude
them from markets where they have a clear competitive advantage.

3.2 Subsidies

UNCED generdly supports the view that protectionism in trade would have greater negative
consequences for environmental conservation than would liberalisation of trade. Dr. Cosgrove-Sacks
mentioned the example of agriculture in that context: Continued protection and subsidies for farmers in
specific markets result in depressed world markets for agricultura commodities, thus limiting the scope
for investment in sustainable farming.

Mr. Sarensen aso argues against agricultural subsidies. From his point of view, the removal of
land-clearing subsidies in particular may aleviate pressures to clear forests for agricultural purposes.

Furthermore, he claims that concessions on taxes and the terms of logging can constitute indirect or
implicit subsidies. These can result in domestic overcapacity and overproduction, the operation of
inefficient mills, and the unsustainable use of standing forests. The Director of the WTO Trade and
Environment Division believes that potential environmenta benefits may flow from removing domestic
measures which limit exports. He explained that export taxes and restrictions on unprocessed timber are
used by some timber-exporting countries to encourage forest-based industrialisation and that sometimes,
these are reinforced by preferentia trestment of domestic processing industries, such as supplying raw
materials to local producers at lower than world market prices. Mr. Sgrensen stated that “in certain cases
they may be viewed as a means of compensating domestic processors for tariff escaaion and other
barriers faced in export markets.” The UN Conference on Trade and Development (UNCTAD) found
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that some results of using trade restrictions, such as export bans on logs, as atool for encouraging higher
value-added exports and conserving scarce forestry resources, have been discouraging.’

However, Mr. Sgrensen stated that “in Situations where sustainable forest management policies
include improved land use objectives to achieve a wider range of benefits from forestry, measures to
increase the value-added processing from timber can decrease pressure to harvest larger volumes.”

3.3  Eco-labdling

Both the WTO Committee on Trade and Environment and the Committee on Technical Barriers to
Trade have addressed product environmental requirements, such as packaging, recycling, re-use,
recovery, and disposal requirements, as well as environmental taxes and eco-labelling.

Mr. Sarensen mentioned that eco-labelling has been one of the most controversia aspects of the
CTE's work. The CTE recognises that well-designed eco-labelling programmes can be effective
environmental policy instruments which may be used to foster environmenta awareness among
consumers. However, Sarensen stated that eco-labels have aso raised significant concerns regarding
their possible trade effects, in particular for small and medium-sized enterprises. When eco-labels are
successful in influencing consumer choice, and are necessary to maintain market share, production
processes have to be altered as aresult.

Eco-labelling schemes are different in their design. Some are based on a single criterion, others on
life-cycle andysis, i.e. the consideration of the environmental effects of products starting from their
process of production until their fina disposal. Mr. Sarensen explained that life-cycle analysisis not easy
to conduct in practice; labdls following this approach are often based on criteria that relate to only afew
aspects of a product or a process of production. Additionaly, he mentioned that they are determined
through consultation with interested parties at the national level. Mr. Sgrensen further explained that a
common complaint has therefore been that ecolabelling criteria focus mainly on loca problems and
neither address the views of foreign suppliers, nor the specific environmental Situation of their countries,
i.e. that eco-labels result in the imposition of environmental concerns of importing countries on the
production methods of their trading partners.

The TBT Agreement applies to labelling requirements, both mandatory ones (referred to as
‘technical regulations) and voluntary ones (referred to as 'standards). Mr. Sgrensen mentioned the
CTE's concern that a large number of eco-labels are developed by non-governmental bodies, and are
gpplied on a voluntary basis. In his opinion, this regtricts the ability of other governments to influence
their design. An issue raised in the Committee on Trade and Environment is how the transparency of
eco-labdlling schemes can be enhanced, including the extent to which they ensure the involvement of
trading partnersin criteria selection.

The Head of the WTO Trade and Environment Divison mentioned that the CTE believes that
environmental concerns vary across countries, and that the eco-labels developed by different countries
need not be based on the same criteria. In the context of internationa trade, this raises also the issue of
conformity assessment procedures — procedures that shall confirm that products fulfil the criteria used,
such as testing, inspection and certification. Mr. Sgrensen stated that in the opinion of some, it may be a
possible means of reducing trade barriers if one accepts other countries criteria as equivaent to one's
own, and mutually recognises the results of conformity assessment procedures.

Mr. Segrensen explained that the extent to which the TBT Agreement applies to process and
production-based labels - instead of to the product’s characteristics themselves - is unclear. From his
point of view, a mgor chalenge to the effectiveness of the TBT Agreement is currently the increasing
use of process-based, as opposed to product-based, regulations and standards. WTO members agree that

" UNCTAD (1995), Trade, environment and devel opment |essons fromempirical studies: the case of the Philippines, Geneva.
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process and production methods (PPMs) that have an impact on the find product (incorporated PPM <)
are dlowed in the TBT Agreement. However, there is disagreement as to whether PPMs with no effect
on the fina product (unincorporated PPMs) are dlowed. Some WTO members (notably the United
States) argue that eco-labels based on non-product related PPMs are covered by the TBT Agreement;
some (notably the European Communities) believe they are not covered but should be; and others (many
developing countries) believe that they are not covered and are actualy inconsistent with the TBT
Agreement.

The WWF bdlieves that voluntary labelling should remain outside WTO rules, but that mandatory
rules of a non-discriminatory nature should be allowed.

Dr. Cosgrove-Sacks highlighted UN/ECE member States concern about how to integrate eco-
labelling and life-cycle analysis into international timber supply chains. Another urgent question raised
by the regiona Commission’s member countries is how schemes for environmental standards could be
implemented cost-effectively and in a voluntary non-discriminatory way.

3.4 Forest certification

The issue of certification of sustainably managed forests also relates to the WTO Agreement on
Technica Barriers to Trade. Mr. Sgrensen claims that certification and labelling of forest products are
considered to be complementary to forest management policies.

In the opinion of Messrs. Hansen and Judin, forest certification can be described as “a certificate
awarded by an independent party, verifying that the forests have been managed in accordance with
principles of sustainability”.*® Certified forest products (CFPs) bear labels demonstrating in a verifiable
manner that they come from forests which meet standards for sustainable management."* Forest products
certification attempts to link international trade to the sustainable management of forest resources by
encouraging users to purchase only products made from timber from sustainably managed forests.

There are different approaches to forest certification, for example the 1SO 14000 EMS, the Forest
Stewardship Council and the Pan-European Forest Certification System at the internationa level, and a
wide range of nationa and loca schemes.

The I1SO 14001 Environmenta Management System (EMS) requires an audit of forest
management systems againgt the specifications of this standard. Since this standard is non-sector
specific, 1SO 14061 was developed via a working group led by New Zedland to assst companies in
applying 1SO 14001 to forest management operations.

Opinions on the success of forest certification systems differ. Messrs. Hansen and Judin claim that
the 1SO 14001 series has shortcomings as a market-based tool for improving forest management because
it does not include environmental performance requirements or product labedlling; and there are doubts
about its market acceptance.™

& An example of an incorporated PPM would be cotton grown using certain pesticides and which itself contains pesticide

residues.

° An exampleof an unincorporated PPM would be cotton grown using certain pesticides but which does not itself contain any
pesticides residues. Sustainable forest management is an unincorporated PPM.

10 UN/ECE FAO Geneva Timber and Forest Discussion Papers, The Satus of Forest Certification in the ECE Region, by Eric
Hansen andHeikki Juslin, 1999, p. 3.

1 UN/ECE FAO Timber Bulletin—Volume LI (2999), No. 3, Forest Products Annual Mar ket Review 1998-1999, p. 105.

12 UN/ECE FAO Geneva Timber and Forest Discussion Papers. The Satus of Forest Certification in the ECE Region, by Eric
Hansen andHeikki Juslin, 1999, p. 10.
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The development of the Forest Stewardship Council (FSC), an NGO founded in 1993, was
largely led and continues to be supported by the WWF.** FSC's approach is based on an audit of forests
againgt regiond standards based upon ten principles and criteria.

FSC Principles and Criteria*

PRINCIPLE#1: COMPLIANCE WITH LAWSAND FSC PRINCIPLES
Forest management shdl respect dl applicable laws of the country in which they
occur, and internationa treaties and agreements to which the country is a signatory,
and comply with al FSC Principles and Criteria

PRINCIPLE#2 TENURE AND USE RIGHTS AND RESPONSIBILITIES
Long-term tenure and use rights to the land and forest resources shall be clearly
defined, documented and legally established.

PRINCIPLE#3. INDIGENOUS PEOPLES RIGHTS
The lega and customary rights of indigenous peoples to own, use and manage their
lands, territories, and resources shall be recognized and respected.

PRINCIPLE#4. COMMUNITY RELATIONS AND WORKERS RIGHTS
Forest management operations shal maintain or enhance the long-term socid and
economic well-being of forest workers and local communities.

PRINCIPLE#5. BENEFITS FROM THE FOREST
Forest management operations shal encourage the efficient use of the forest's multiple
products and services to ensure economic viability and a wide range of environmental
and socia benefits.

PRINCIPLE#6. ENVIRONMENTAL IMPACT
Forest management shall conserve biologica diversity and its associated values, water
resources, soils, and unique and fragile ecosystems and landscapes, and, by so doing,
maintain the ecologica functions and the integrity of the forest.

PRINCIPLE #7. MANAGEMENT PLAN
A management plan -- appropriate to the scade and intensity of the operations -- shall
be written, implemented, and kept up to date. The long term objectives of
management, and the means of achieving them, shall be clearly stated.

PRINCIPLE#8. MONITORING AND ASSESSMENT
Monitoring shal be conducted -- appropriate to the scae and intensity of forest
management -- to assess the condition of the forest, yields of forest products, chain of
custody, management activities and their social and environmental impacts.

PRINCIPLE#9. MAINTENANCE OF HIGH CONSERVATION VALUE FORESTS
Management activities in high conservation value forests shall maintain or enhance
the attributes which define such forests. Decisions regarding high conservation vaue
forests shal dways be considered in the context of a precautionary approach.

PRINCIPLE#10: PLANTATIONS
Plantations shdl be planned and managed in accordance with Principles and Criteria
1-9, and Principle 10 and its Criteria. While plantations can provide an array of socia
and economic benefits, and can contribute to satisfying the world's needs for forest
products, they should complement the management of, reduce pressures on, and
promote the restoration and conservation of natural forests.

FSC's internationa labelling scheme for forest products provides a guarantee that the product
comes from a well-managed forest. All forest products carrying the FSC logo have been independently
certified as coming from forests that meet the FSC Principles and Criteria of Forest Stewardship. These

13 UN/ECE FAO Geneva Timber and Forest Discussion Papers. The Satus of Forest Certification in the ECE Region, by Eric
Hansen andHeikki Juslin, 1999, p. 10.

4 FSC Principles and Criteria Document 1.2 Revised January 1999, http:/Avww.fscoax.org/html/1-2.htm
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criteria for forest management shall ensure that consstent performance-based standards are used in
evauating forest management practices through strict chain-of-custody monitoring. Because they are
generic, the FSC facilitates development of specific standardsin countries or regions around the world.

The forest inspections are carried out by a number of FSC accredited certification bodies, which are
evaluated and monitored to ensure their competence and credibility. The Forest Stewardship Council has
developed procedures and standards to evaluate whether these certification bodies can provide an
independent and competent forest evauation (certification) service. All accredited certification bodies
may operate internationally and may carry out evaluations in any forest type. *°

Mr. Serensen of the WTO considers the Forest Stewardship Council to have been successful. Mr.

Fry of the World Business Council for Sustainable Development does not fully agree with him. Mr. Fry
highlighted that the FSC appears to have been afailure, because it has only certified 17 million hectares
of forest during its existence, mostly in developed countries. In his opinion, this shows that the FSC “has
been very dow to achieve a volume of wood from sustainably managed forests where it could ‘make a
difference”. Mr. Fry criticises that the Forest Stewardship Council has failed to provide any serious
protection for “frontier forests’ (i.e. natural forests). But he aso thinks that the FSC should at least be
conddered a partia success, dnce it has emphasised the issue of certification resulting in the
establishment of various competing nationa and regiona certification systems.

The Pan-European Forest Certification (PEFC) System, launched in June 1999 by
representatives of woodland owners and the forestry industry, aims to develop a pan-European
framework for the mutual recognition of national forest certification schemes.

The PEFC is based on the six pan-European criteria (“Helsinki Criteria’) for monitoring and
measuring sustainable forest management (SFM) which were developed through the Second Minigterial
Conference in Helsinki in 1993 and elaborated into Operationd Leve Guidelines a the Third Minigterial
Conferencein Lisbon in 1998.

“Helsinki Criteria”
as approved by the Second Ministerial Conference in Helsinki in 1993

1. Maintenance and appropriate enhancement of forest resources and their contribution to
global carbon cycles

2. Maintenance of forest ecosystem health and vitdity

3. Maintenance and encouragement of productive functions of forests (wood and non-
wood)

4. Maintenance, conservation and appropriate enhancement of biologica diversity in
forest ecosystems

5. Maintenance and appropriate enhancement of protective functions in forestry
management (notably soil and water)
6. Maintenance of other socio-economic functions and conditions

Based on these six criteria, PEFC defines the basic requirements of forest certification and sets up
the institutional arrangements at pan-European, national and sub-nationd levels. The PEFC certification
process is subject to independent third party auditing. Participating countries or regions will be able to
develop their own nationa certification systems, at the same time adhering to the PEFC Criteria for
SFM. e

15 To date, FSC has accredited six certifiers; Scientific Certification Systems and SmartWood from the US, SGS Qualifor and
The Soil Association from the UK, SKAL from the Netherlands, Institut fir Markttkol ogie from Switzerland.

18 UN/ECE FAO Timber Bulletin Volume LII (1999), No. 3. Forest Products Annual Market Review 1998-1999.United
Nations New Y ork and Geneva, 1999 (ECE/TIM/BULL/52/3).
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In particular, the PEFC has obtained the support of European non-industria private forestland
owners, who have been critica to other certification systems such as the FSC, because their criteria are
difficult to apply to forestry ownership patterns in Europe (small areas of woodland). Thus, the pan-
European scheme has the potentia to greatly increase the supply of CFPs on the European market.

Mr. Sarensen mentioned the concern about the additional costs of auditing, monitoring certification
and labelling. All approaches have the intention of supporting marketing efforts in countries where
environmenta factors may influence consumers purchasing decisions. Studies suggest that the demand
for certified and labelled forest products is small and concentrated in a narrow market segment. The
Food and Agriculture Organization of the United Nations (FAO) finds that the actual trade impact of
certification and labelling has apparently been very small.'” Furthermore, the FAO notes that of grester
concern than the actud trade effects of these schemes is the uncertainty which may exist for exporters
concerning the role of such schemesin determining market access.*

Dr. Cosgrove-Sacks highlighted the concern of UN/ECE member States to prevent certification
from limiting export opportunities for forest products.

4. The benefits of sustainable development

Mr. Fry is of the opinion that sustainable development yields benefits for the environment. He
claims that well managed sustainable plantations can improve the environment. He considers the Aracruz
plantations in Brazil to be an example of such a win-win situation. They were established on degraded
lands which had been deforested in the 19th century and failed as farmland in the 20th century. 71 per
cent of the land has been reforested and is now managed sustainably, providing improved habitat for
biodiversity.

Sustainable development is not only beneficia for developed countries. Mr. Sarensen mentioned in
his presentation that in the 1990s, the globa market for forest products was largely dominated by
devel oped countries — trade flows between them comprised ca. 85 per cent of total exports and imports
of all types of forest products, with the exception of industrial roundwood.*

Mr. Fry highlighted that sustainable development can aso mean poverty dleviation and giving
developing countries a chance to work their way out of poverty. In his opinion, sustainably managed
plantations can produce jobs, economic growth, and better quality of life for employees. He Stated that
the development at Aracruz, for example, has had desirable outcomes for its employees and the nearby
villages and farmers.

5. Pursuing sustainability in the new millennium

The trade and environment debate and the pursuing of sustainable development in connection with
it will continue to play an important role in the immediate future.

Recently, especidly in the lead-up to the Third WTO Ministerid Conference in Sesttle that took
place from 30 November to 3 December 1999, many non-governmenta organisations have keenly
asserted their concern for threats to the forest environment posed by over-exploitation of the world's

Sl ~Ne) (1997), "Forest Products Certification”, Forestry Information Notes, Rome; |PF (1996), Trade and environment relating
to forest goods and services, (E/CN.17/IPF/1996/22); and P. Varangis, C. Primo Bragaand K. Takeuchi (1993), Tropical timber
trade policies: what impact will eco-labelling have?, Washington: World Bank.

Sl ~Xe! (1997), "Forest Products Certification”, Forestry Information Notes, Rome.

19 UNCTAD (1996), Implications of the Uruguay Round for Trade in Wood and Wood Products, Geneva.
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forest resources. The issue of trade in connection with the environment is thus likely to be prominent in
the future work of the WTO.

Mr. Sarensen mentioned in his speech that Japan has stated that “the attainment of sustainable
forest management is one of the important challenges to the world. In negotiations on trade in forestry
products, careful consideration must be given so that sustainable forest management should not be
hindered. (...) Also, globd disciplines should be established for enhancing public benefits of forests

through a sound maintenance and development of the forestry and wood industry in both exporting and
importing countries.”2°

Other internationa organisations will aso have to find solutions to the answer how to ensure the
sustainable management of theworld’ s forest resources and the protection of the environment.

The fourth session of the Intergovernmental Forum on Forests, IFF4, will take place in New York
from 31 January to 11 February 2000. The Forum will adopt a report on its work to be submitted to the
UN Commission on Sustainable Development (CSD) at its eighth session in April 2000, and to include

recommendations for further actions and perhaps international arrangement and mechanism on forests
beyond the year 2000.#*

The meeting of the CSD in 2002, the so-cdled “Earth Summit 37, will also be a mgor forum for
the trade and environment debate.

After the specid topic discussion, the UN/ECE Timber Committee asked its bureau to prepare a
proposa for future work on trade and the environment, if any, in May 2000, taking into account the
results of IFF 4. This proposa will be discussed in October 2000 at the joint sesson of the Timber
Committee and the FAO European Forestry Commission.

20 Negotiations on Forestry and Fishery Products, Communication from Japan WT/GC/W/221, 28 June 1999.

21 Fourth Session of the Intergovernmental Forum on Forests. Report of the Secretary General. E/CN.17/IFF/2000/4 Category
111 - International Arrangements and Mechanisms to Promote the Management, Conservation and Sustainable Development of
All Types of Forests. Elements and Functions for a Future International Arrangement and Mechanism -
http://www.un.org/esa/sustdev/ifdy 2k-4. pdf
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Further Reading

UN/ECE and FAO Publications

The Timber Committee Website: http://www.unece.org/trade/timber

“Trade Restrictions and their Future”. Forest Products Annual Market Review, 1998-1999.
ECE/TIM/BULL/52/3, 1999

Study Paper “ Status of European Forests and Forestry in 1999” ECE/TIM/SP/16
FAO “ State of the World' s Forests 1999”
The FAO Forestry Magazine “Unasylva’

Secretariat Note TIM/1999/4

UN-ECE/FAO Publications relating to certification of Sustainable Forest M anagement

Q

“Status of Forest Certification in the ECE Region”, aGeneva Timber and Forest Discussion
Paper, 1999. (Available on the Timber Committee website and as areprint. English only.)

“Forest Certification Update for the ECE Region, Summer 1999”, a Geneva Timber and Forest
Discussion Paper.

"Certified forest products marketplace”" a specia chapter in ECE/FAO Timber Bulletin Forest
Products Annual Market Review, 1997-1998. (Only available in English on the Timber
Committee website.)

"Certified forest products’ aregular chapter in ECE/FAO Timber Bulletin Forest Products
Annual Market Review, 1998-1999. (Available on the Timber Committee website and in print.
English, French or Russian.)

Certification of Sustainable Forest Management in Countries in Transition, proceedings of a
UN-ECE Timber Committee workshop held in Prague, Czech Republic, 1998.
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Keynote speech
by
Dr. Carol Cosgrove-Sacks, Director, UN/ECE Trade Division,
at the Timber Committee, 29 September 1999

Trade and Environment Issuesin the Forest Products Sector
I ntroduction

Trade and Environment issues will have a high profile at the forthcoming WTO Minigterial Council
in November in Sesttle.

The theme “trade and environment” is one of the principa so-caled “new issues’ on the WTO
agenda. Other items on this list include labour standards in internationa trade, protection of intellectua
property rights, and linkages between rules governing foreign direct investment and trade.

The forest products sector is one of the most emotive, and at the Seettle meeting it is estimated that
there will be many representatives of non-governmental organizations (NGOs) keenly asserting their
concern for threats to the forests environment posed by over-exploitation of the world' s forest resources.

Our concern in the UN/ECE Trade Divison, which services both the Timber Committee and the
Committee on Trade, Industry and Enterprise Development (CTIED) is to promote best practice in the
sustainable management of the forests in our region. The UN/ECE covers more than ninety-five per cent
of globa temperate, and bored forests. Our focus is on these forests — and on the wood and non-wood
products which they produce.

Today, as Director of the Trade Division, | wish to approach the issue of trade and environment in
forest products from a business perspective. The temperate and boreal forests of the UN/ECE region
condtitute one of the most important renewable resourcesfor many of our Member States. The forests of
countries like Canada, USA, Russia, Sweden and Finland make very significant contributions to the
economies of these countries. They provide substantid employment and support the physica
infrastructure of many rura regions. Moreover, they account for considerable export revenue, derived
from raw materias and from value-added products from the forests, plus increasingly important tourism
income.

Many of our Member States with economies in trangtion are confronted by mgor challenges in
developing economic gains from their forest resources. Russia, in particular, hosting the world’s most
extensive natural foredts, faces particularly difficult problems in promoting the sustainable devel opment
of what potentially could be one of its principal renewable export products.

The UN/ECE has a specia responsibility for promoting the sustainable development of the forest
throughout the transition economies. Only nine of the latter are currently members of WTO, and so the
mgority of the countries in transition will not be digible to participate fully in the Seattle meeting and
the opening stages of what seems to be termed “the Millennium Round of Multilateral Trade
Negotiations’, in which the issue of trade and environment is likely to be prominent. It is therefore very
important, in the view of the Executive Secretary of UN/ECE, Mr. Yves Berthelot, that we monitor the
forthcoming negotiations and keep al our Member States well-informed.

Globalization, trade and environment

One of the most pressing questions confronting governments is whether the globdization of the
world economy is compatible with sustainable development. So far, the prevailing view in the WTO has
been positive: globalization stimulates economic growth which supports sustainable devel opment.
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It is not my intention to chalenge this liberad orthodoxy. But we wish to highlight some of the
specific issues relating to the forest products sector — and especially to timber from temperate and boreal
forests — which are of maor concern to our Member States, especialy those with economies in
trangition.

Initidly, much of the internationa debate on trade and environment focused on tropical forests.
Since then the discussion has become globd.

Some of the most urgent questions raised by our Member States on this subject include:

- How can schemes for environmental standards, certification and eco-labelling be cost-
effectively implemented? And in avoluntary non discriminating way?

- Who will congtitute the accreditation bodies?

- How to prevent cetification and eco-labelling schemes from limiting export
opportunities for forest products?

- What arethe risks to market access of new environmental trade standards?

- How can eco-labdling and life-cycle anadyss be integrated into international timber
supply chains?

- How can the many and various stakeholders in the forest products sector ensure that
their interests are fully considered?

- What are the implications for the competitiveness of the forest products industries of
the region?

- How will environmental constraints on trade in forest products influence product
subgtitution e.g. for metd or plastic items rather than for wood?

- What are the best policy models for sustainable management of temperate forests?

- How can forest owners attract investment in such an uncertain climate?

- What would be the trade impact of imposing new environmental requirements on
trade in forest products?

- What isthe effect of tariff structure on sustainable development of forest resources in
the region?

- To what extent are market mechanisms adequate for pricing wood and non-wood
products (and services)? How to incorporate al externdities into forest products
prices?

- How isthe SO 14000 environmental quality standard relevant to this debate?

- What role should exigting international agencies, governmental or non-governmental
have in setting or monitoring trade and environment standards in the forest products
sector, and what are the implications for reform of these internationa processes?

- What will the WTO decide on compatibility between its rules and those of on
Multilateral Environment Agreements —and when?

These are only some of the issues which demand your attention.

The discussions in the UN/ECE Timber Committee provide uniquely well-informed insights into
the sze, scope, scale and trends of timber markets. None of us can afford to be unaware of the great
economic significance of the region’s forests and the role they play in internationa trade.

In 1992, UNCED insisted that environmental, economic and socia development policy objectives
could no longer be considered individuadly. UN/ECE Member States led the way in promoting
integrated sustainable development. AGENDA 21 enshrined these principles and provided the logic
which today pervades the debate on trade and environment.

UNCED generally supported the view that protectionism in trade would have greater negative
consequences for environmenta conservation than liberdization. For example, in agriculture, continued
protection and subsidies for farmers in specific markets reaults in depressed world markets for
agricultura commodities. This, then, limits the scope for investment in sustainable farming.
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AGENDA 21 supported trade liberalization, advocating an open multilateral trading system
facilitating more efficient resource dlocation, and encouraging the development of know-how and
investment in environmental ly-friendly technologies. (If only it was that easy!)

Follow-up to the special topic

After the presentations and discussion this morning, you should decide whether or not the
Committee should undertake further work on trade and environment issues, and if so, what form that
work should take.

It is, of course, for you to judge whether it is appropriate for the Timber Committee to undertake
work at the regiona level when the discussion a the Intergovernmental Forum on Forests is not yet
complete, athough as shown in the annex to the document, there are now only a few points unresolved.

In any case, some items of the exising programme are aready contributing to understanding of
trade and environment issues:

- congtant monitoring of market and trade patterns by the secretariat and the Committee
itself. When trade policy measures are relevant, they are reported and discussed.

- information collected by the Committee, notably in the context of TBFRA-2000
serves as quantitative indicators of sustainable forest management (at the national
level);

- markets for certified forest products are now being monitored by the Committee on a
continuing basis.

- the Joint FAO/ECE/ILO Committee is focussing more strongly on questions linked to
the environmental and socio-economic aspects of sustainable forest operations. An
example is the guidelines under discussion for reducing the environmental impact of
forest operations, and the work of the Team on Participation.

- the proposed seminar on “Promoting the sound and sustainable use of forest products’
could well have trade and environment dimension. Both public relations and life-
cycle analysiswould be expected to be addressed in depth.

If you do decide that further work under the Timber Committee is desirable, there are many
possibilities.

One, the most ambitious, would be to hold a mgjor high-profile meeting on trade and environment
issuesin the forest sector.

A variant of this, well adapted to ECE’s mandate, would be to address these issues specificaly
from the view point of countries in trangtion.

Another option would be to address specific trade/environment issues through a team of specialists
or a seminar of more limited scope. If funds could be raised, “the capacity-building in trade financing
for the timber sector” at present being undertaken for north-west Russia might be extended to other
countries.  The choice of the topic or topics to be addressed might emerge from this morning’'s
discussion.

Thank you for your attention.
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Forestry and the World Trade Organization
Presentation for the Timber Committee, 29 September 1999
by
Jan-Eirik Sgrensen,

Director, Trade and Environment Division
World Trade Organization

At Marrakesh in April 1994, the Ministers adopted a Decision on Trade and Environment calling
for the establishment of a Committee on Trade and Environment (CTE) in the WTO. A broad based
mandate was agreed upon, conssting of (a) identifying the relationship between trade measures and
environmental measures in order to promote sustainable development, and of (b) making appropriate
recommendations on whether any modifications of the provisions of the multilaterd trading system are
required.

In a report presented to the Singapore Miniderial Conference in December 1996, the CTE
summarized the discussions that it had held since its establishment as well as the conclusions which it
had reached. The Report continues to reflect the position of the CTE on many of the issues currently
under discussion.

The CTE's work plan consists of 10 items. Three items are relevant to the discussion on forestry:
(Denvironmental benefits of removing trade restrictions and distortions; (ii) eco-labelling and
certification, which is dso looked a by the Committee on Technical Barriers to Trade (TBT); and
(iii) certain dements of the Agreement on Trade-Related Intellectua Property Rights (TRIPS).

The global market for forest products in the 1990s was largely dominated by developed countries,
in terms of both exports and imports. Trade flows in developed countries comprise approximately
85 per cent of total imports and exports across al categories of forest products, with the exception of
tropical industrial roundwood.?

A number of measures affect trade in this sector, including tariff levels and tariff escalation;
subsidies, certification of sustainable forest management; labelling of forest products, promotion of
lessused forest species; financing and technology to improve sustainable forest management and
increase value-added processing of wood and wood products. In assessing the economic impact of
various interventions in the forestry sector, it is important to note that government policies play a crucia
role in sustainable forest management, given governments extensive role in matters such as land use
regulatory decisions, environmental and biodiversity protection as well as managing and being owners of
forest land. Government policies aso affect the rate of conversion of forests to other revenue sources,
such as agricultura production or urban and industrial development.?®

Traderestrictiong/distortions

Theissue of the environmental benefits of removing trade restrictions and distortions is the issue on
which greatest progress has been made in the CTE since the 1996 Singapore Ministeria Conference. It
is particularly important to the work of the CTE in that it holds the key to the complementarities that
exist between sound trade policy-making and sound environmental policy-making. Its full potentia in
the framework of possible market access negotiations in a next round, and in ensuring that the WTO is
asociated with podtive efforts to promote environmenta  protection and accelerate sustainable
development in developing countries, has yet to be fully explored.

?2 UNCTAD (1996), Implications of the Uruguay Round for Trade in Wood and Wood Products, Geneva.

2 1pE (1996), Trade and environment relating to forest goods and services, (E/CN.17/1PF/1996/22).
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A study completed by the WTO Secretariat on specific sectors, including forestry, noted a postive
relationship between the remova of trade restrictions and distortions and improved environmental
quality, through:

(@ Morecefficient factor-use and consumption patterns through enhanced competition;
(b)  poverty reduction through trade expansion and encouragement of a sustainable rate of natura

resource exploitation;

(c) an increase in the availability of environment-friendly goods and services through market
liberalization; and

(d) better conditions for international cooperation through a continuing process of multilatera
negotiations.24

Deforestation is primarily linked to factors other than internationa trade, such as changing
production patterns, expanding demand for food, land tenure patterns, expanson of subsistence
agriculture and the demand for fuel-wood and charcoa to meet basic energy needs®® To the extent that
deforestation is linked to low incomes per capita and poverty more generdly, a clear case can be made
that additiona economic benefits to poorer countries have environmental benefits.

In spite of the relatively minor share of trade in tota world production of forestry products, the
contribution which the remova of trade restrictions and distortions can make to world deforestation and
forest degradation is gtill important. The link between trade and the loss and degradation of global
forests is an issue which has been discussed in various internationa fora, including the ITTO, the
UNCED and the IFF. Work of relevance to the CTE's discussion was initiated in the context of the
UNCED, where agreement was reached in 1992 on "Non-legaly binding authoritative statement of
principles for a globa consensus on the management, conservation and sustainable development of all
types of forests' (the "forest principles').?

The results of the Uruguay Round in improving market access for forest products by significantly
reducing tariffs have been noted by the intergovernmental panel on forests (IPF) as a postive
contribution to enhancing sustainable forest management.”’

The concerns relating to forestry management are increasingly broadening to encompass integrated
land-use issues. One result is that a variety of direct and ndirect subsidies are now applied in the
forestry sector which have considerable implications for the management of forestry resources and
eventualy trade. Costs to help achieve sustainable forestry, for example, can be borne through new
revenues from e.g. the creation of parks and protected areas, and alocating forests for non-timber uses,
that have future economic vaues.

24 For further details: WTO document WT/CTE/W/67.

2 pPE (1997), Report to the fifth session of the CSD, New York (E/CN.17/1997/12); IPF (1996), Report of the Secretary
Genera on the underlying causes of deforestation and forest degradation, New Y ork (E/CN.17/1PF/1996/15).

 princi ple 13 of the Forest Principles: (a) Trade in forest products should be based on non-discrimination and multilaterally
agreed rules and procedures consistent with international trade law and practices. In this context, open and free international
trade in forest products should be facilitated; (b) Reduction or removal of tariff barriers and impediments to the provision of
better market access and better pricesfor higher value-added forest products and their local processing should be encouraged to
enable producer countries to better conserve and manage their renewable forest resources; (¢) Incorporation of environmental
costs and benefits into market forces and mechanisms, in order to achieve forest conservation and sustainable development,
should be encouraged both domestically and internationally; (d) Forest conservation and sustainable devel opment policies should
be integrated with economic, trade and other relevant policies; and (e) Fiscal, trade, industrial, transportation and other policies
and practices that may lead to forest degradation should be avoided. Adequate policies, aimed at management, conservation and
sustainable development of forests, including where appropriate, incentives, should be encouraged; Principle 14: Unilateral
measures, incompatible with international obligations or agreement, to restrict and/or ban international trade in timber or other
forest products should be removed or avoided, in order to attain long-term sustainabl e forest management.

2T 1pE (1996), Trade and environment relating to forest goods and services, (E/CN.17/1PF/1996/22).
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The net effect of subsidies on forestry management is complex. Concessions on taxes and the
terms of logging can congtitute indirect or implicit subsidies resulting in domestic overcapacity and
overproduction, the operation of inefficient mills, and the unsustainable use of standing forests.
Environment-related subsidies include the use of grants, tax concessions and other support schemes to
promote research and development as well as implementation of sustainable forest management
practices.

The remova of certain types of agricultura subsidies, in particular land-clearing subsidies, may
aleviate pressures to clear forest for agricultural purposes. Similarly, potentia environmenta benefits
may flow from removing domestic measures which limit exports. Export taxes and regtrictions on
unprocessed timber are used by some timber-exporting countries to encourage forest-based
industrialization. These are reinforced in certain cases by other measures giving preferentia treatment to
domestic processing industries, such as supplying raw materials to local producers at lower than world
market prices. In certain cases they may be viewed as a means of compensating domestic processors for
tariff escalation and other barriers faced in export markets. Some results of using trade restrictions, such
as export bans on logs, as a tool for encouraging higher vaue-added exports and conserving scarce
forestry resources, have been discouraging.”® However, in sSituations where sustainable forest
management policies include improved land use objectives to achieve a wider range of benefits from
forestry, measures to increase the value-added processing from timber can decrease pressure to harvest
larger volumes.

Eco-labelling and other product environmental requirements

Both the TBT Committee and the CTE have addressed product environmental requirements (such
as packaging, recycling, re-use, recovery, and disposa requirements, as well as environmentd taxes and
eco-labdling). In its report to the Singapore Ministeria Conference, the CTE agreed that WTO
Members must not use trade redrictions as punitive measures to force countries to raise ther
environmental standards. Punitive trade restrictions can cause harm to the trading system, without
necessarily yielding environmenta improvements.

Eco-labelling has been one of the most controversial aspects of the CTE's work. The CTE
recognized that well-designed eco-labelling programmes can be effective environmental policy
instruments which may be used to foster environmental awareness amongst consumers. However, when
eco-labels are successful in influencing consumer choice, and are necessary to maintain market share,
production processes have to be dtered. Such schemes have therefore raised significant concerns
regarding their possible trade effects, not least for small and medium type enterprises (SVIES).

Eco-labelling schemes differ in their design. While some are based on a single criterion, others are
based on life-cycle analysis, i.e. the consideration of the environmental effects of products starting from
their process of production until their finad disposd. In practice, life-cycle analysis is not easy to
conduct, and labels following this approach are frequently based on criteria that relate to only a few
aspects of a process of production or of a product. Moreover, they are determined through consultation
with interested parties at the nationd level. A common complaint has therefore been that eco-labelling
criteria focus on local problems and do not address the views of foreign suppliers, nor the specific
environmental dStuation of their countries. In short, that eco-labels result in the impostion of
environmental concerns of importing countries on the production methods of their trading partners.

The TBT Agreement applies to labeling requirements, both mandatory ones (referred to as
‘technica regulations) and voluntary ones (referred to as 'standards). The concern has been voiced in
the CTE that alarge number of eco-labels are developed by non-governmenta bodies, and are applied on
a voluntary basis. This regtricts the ability of other governments to influence their design. One issue
raised is how the transparency of eco-labelling schemes can be enhanced, including the extent to which
they provide for the involvement of trading partners in criteria selection, etc.

% UNCTAD (1995), Trade, environment and devel opment lessons from empirical studies: the case of the Philippines, Geneva.
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The CTE has supported the view that environmenta concerns vary across countries, and that the
eco-labels developed by different countries need not be based on the same criteria.  In the context of
international trade, this raises dso the issue of conformity assessment procedures (such as testing,
ingpection and certification which confirm that products fulfil the criteria used). Some have mentioned
that if one accepts other countries criteria as equivaent to one's own, and mutually recognizes the results
of conformity assessment procedures, this may be a possible means of reducing trade barriers.

The extent to which the Agreement appliesto process and production (PPM)-based labels (instead
of to the characterigtics of the products themselves) is unclear. Currently, a mgor chalenge to the
effectiveness of the TBT Agreement is the increasing use (not only in the area of the environment) of
process-based, as opposed to product-based, regulations and standards. WTO Members agree that PPMs
that have an impact on the fina product are allowed (referred to as non-incorporated PPMs). However,
there is disagreement as to whether PPMs with no effect on the fina product are (n-incorporated
PPMs) #

Some Members argue that eco-labels based on non-product related PPMs are covered by the TBT
Agreement (notably the United States); some believe they are not covered but should be (notably the
European Communities); and others believe that they are not covered and are actually inconsistent with
the TBT Agreement (many developing countries).

For some WTO Members the issue of eco-labelling has been tied to that of the labelling of forest
products. In November 1998, a regulation in one Member concerning the mandatory labelling of timber
and timber products was taken up in the TBT Committee. The regulation stipulated that from 1 July
1999 persons placing a wooden product on the market for the first time have to maintain records of the
origin of the product, and that from January 2000 the labelling of timber and timber products as either
"green” or "red" would take place based on whether or not they come from a sustainably managed forest.
One Member complained that the measure violates the TBT Agreement in distinguishing between
products based on the way they are produced, and that it contravenes a process initiated in the
International Forum on Forests (IFF) and the Internationa Tropica Timber Agreement (ITTA). It stated
that the term "sustainably managed forest" had not been internationally defined, and that what was
sustainable in one country might not be in another, depending on the type of forest and on socio-
economic and cultural factors.

The issue of certification of sustainable forest management aso relates to the TBT Agreement.
Certification and labelling of forest products are considered to be complementary to forest management
policies. There are different approaches to forest certification. For instance, the 1SO 14001 EMS
requires an audit of forest management systems against the specifications of this standard. The Forest
Stewardship Council (FSC)*° approach is based on an audit of forests against regiona standards based
upon certain FSC approved principles. No regiona standards have yet been completed but auditing and
certification is proceeding.

Initialy, labelling and certification schemes concentrated on tropica forest products but have since
been extended to include temperate and bored timber products. Concerns have been raised about
additional costs which auditing, monitoring certification and labelling impose. All approaches are
intended to support marketing efforts in markets where environmenta factors may influence purchasing
decisons. Studies suggest the demand for certified or labelled forest products is small and concentrated
in a narrow segment of the market. Also, the actuad trade impact of certification and labelling has
apparently been very small.** The FAO notes that of greater concern than the actua trade effects of

2 An example of an incorporated PPM would be cotton grown using certain pesticides and which itsdlf contains pesticide
residues. An example of an unincorporated PPM would be cotton grown using certain pesticides but which does not itself
contain any pesticidesresidues.

% TheFsc isanon-governmental organization created in 1993.

3 FaO (1997), "Forest Products Certification", Forestry Information Notes, Rome; |PF (1996), Trade and environment
relating to forest goods and services, (E/CN.17/IPF/1996/22); and P. Varangis, C.Primo Braga and K. Takeuchi (1993),
Tropical timber trade policies: what impact will eco-labelling have?, Washington: World Bank.
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these schemes is the uncertainty which may exist for exporters concerning the role of such schemes in
determining market access*

Therelevant provisions of the Agreement on thetrade-related aspects of I ntellectual
Property Rights

The objective of the TRIPS Agreement is to promote effective and adequate protection of
intellectual property rights (IPRs). IPRs serve various functions, including the encouragement of
innovation and the disclosure of information on inventions, including environmentally sound technology.
The relationship between the TRIPS Agreement and the Convention on Biologica Diversity (CBD) has
been the subject of extensve discusson, not only in the CTE but dso in the TRIPS Council.
Discussions are adso ongoing in the preparatory process for the Seattle Ministeria Conference. A
number of issues have arisen.

Some Member States, especialy India, have caled for the revison of TRIPS. Reevant aress to
forestry include the definition of some of the terms used in the Agreement, such as "plants’, "animals’
and "sui generis' protection systems;** the appropriateness or otherwise of providing patent protection to
genetic material or to inventions which rely on traditional knowledge; the ethical or environmental
acceptability of granting patents for inventions of lifeforms, access to environmentaly sound
technology, and the overal compatability between the TRIPS Agreement and the CBD, for instance,
with respect to the CBD's cdl for the "fair and equitable sharing of benefits’ arising from inventions.
Views differ on these points.

CTE Observers

To conclude on the activities of the CTE in the area of forestry, the CTE invited representatives
from the IFF and the ITTO to make presentations a the June 1999 meeting on trade-related
developments in forestry. The IFF reported on their third sesson and explained that most of the
important issues in trade and environment, including eco-labelling, certification and subsidies, are ill in
square brackets in their draft agreement. The ITTO stressed that efforts by developing countries to
upply sustainably managed forest products should be reciprocated by incentives by importing
industrialized countries. The CTE will continue to invite representatives from forestry agreements to
update Members on their progress.

Preparations for the Ministerial Conferencein Seattle

Japan has dtated that the attainment of sustainable forest management is one of the important
challenges to the world. In negotiations on trade in forestry products, careful consideration must be given
50 that sustainable forest management should not be hindered. It has recommended that discussions on
market access issues should be aimed at a balance of rights and obligations between exporting and
importing countries, focussing not only on import tariffs, but aso export restrictions and export taxes on
trade in wood. Also, global disciplines should be established for enhancing public benefits of forests
through a sound maintenance and development of the forestry and wood industry in both exporting and
importing countries**

Substantive and procedura proposals will continue to be discussed by Members in the lead-up to
Sesttle, which is now two months away.

* FAO (1997), "Forest Products Certification”, Forestry Information Notes, Rome.

* Article 27:3(b) of the TRIPS Agreement relating to the protection of biological inventions and plant varieties, whether by
patents or by sui generis protection, is presently being reviewed in the TRIPS Council.

3 Negotiations on Forestry and Fishery Products, Communication from Japan WT/GC/W/221, 28 June 1999.
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Notes for presentation
at the UN/ECE Timber Committee, 29 September 1999
by
Albert Fry, Consultant
World Business Council for Sustainable Development (WBCSD)

“Madam Chairperson and members — thank you for giving me an opportunity to address this
Committee.

It is dways a pleasure to follow two experts. Mr. Sorensen from WTO and Charles Arden Clarke
from WWF have given you all the technica details so there is no need for me to reiterate their excellent
presentations.

| have been involved in environmenta policy issues for nearly 30 years. However, it isonly in the
past two years that | have paid particular attention to forests. So | wish to begin with an important caveat
— 1 am not aforestry expert! However, | have been studying forestry issues carefully for two years now
and | may have a dight advantage of seeing things through a new lens. | hope my observations will
prove useful.

| have just returned from atrip to Brazil during which | visited the Aracruz plantations, pulp mills
and seaport. Hereiswhat | learned. Aracruz is harvesting 44 cubic meters of wood per hectare per year.
Comparable growth rates for temperate or boreal forests varies between 4 and 12 cubic meters. Aracruz
plants a seedling and within 7 years it is over 100 feet tal and ready for harvesting. Message 1 —
Tropica plantations have a clear comparative and competitive advantage over non-tropical forests.

The two pulp mills and their huge power systems are state of the art and would put many older pulp
mills in the North to shame both in terms of economic and environmenta efficiency. Message 2 —
There is no inherent reason why modern industrid facilities in the South need be any less clean or
efficient than anywhere in the North. Also these mills meet 93% of their total energy requirements from
biomass and recycled forest by-products.

The development at Aracruz has produced jobs, economic growth, and better quality of life for its
employees and for the villagers and farmers nearly. Message 3 — Sustainable development also means
poverty aleviation and giving developing countries a chance to work their way out of poverty.

The plantations were established on degraded lands which had been deforested in the 19" Century
and failed as farmland in the 20" Century. 29% of existing older forests were preserved. The other 71%
of the land is now reforested, managed sustainably and provides improved habitat for biodiversity.
Message 4. — Well managed sustainable plantations can improve the environment — this was awin- win -
win Stuation.

I know from my reading and from persona contact that many responsible forest companies are now
establishing plantations in tropical areas on formerly degraded lands. Message 5. — Future forest
development, at least in the pulp sector, is likely to take place in the South. Over time we may see a
significant portion of the forest industry shift to the South.

Now Charles Arden Clarke indicated that WWF might be concerned if trade liberalization resulted
in an increase in paper consumption. | am not certain that he need be darmed. My conversations with
many at WWF indicate a growing awareness that “WOOD 1S GOOD”, but with abig IF!! The*if” is, of
course, if the wood is produced usng Sustainable Forest Management (SFM). Business agrees.
Message 6. — increased consumption of wood and wood products may be good for SD! The resource is
renewable; reforestation is a net gain for the environment, for biodiversity habitat, and for carbon
sequestration.
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Related message 7 — Mandatory recycling quotas may be bad for the environment — look at the
results of life cycle analyses — and these quotas ARE BAD for developing countries since they exclude
them from markets where they have a clear competitive advantage.

There gppears to have been a virtua revolution in the way SFM uses wood and former wood waste
products. We now use species previoudy considered undesirable! We now waste virtualy nothing. The
entire tree down to the sawdugt is used to make product, for energy or as a natural soil supplement.
Whole new product lines have been created. We can now make laminated wood beamns with strength
greater than steel. We produce more usable product with less input of resource. We need less and less
land to grow the same amount of fiber. Trangportation costs have been reduced. We can ship a tonne of
paper or pulp 6,000 km from South America to Rotterdam using less than 15.8 kilograms of bunker fud.
Message 8. — The forest industry is getting more efficient every year and that is one definition of SD.

| have also observed a great commonality of interests between ENGOs and the business community
on certain forest issues. They want to conserve or set aside moreforest lands. We agree. Asset strippers
or illega loggers are bad for conservation, the environment and for business bottom line!! We do not
like “cowboys’ stripping forest resources and dumping lower cost wood into the market. Further we do
not like the bad reputation these asset strippers tend to give al forest companies. However, the worst
case is to set asde forest lands and then have no enforcement mechanism. “Paper parks’ are not good
for the environment or for business. Message 9. — ENGOs and business agree on conservation of high
vaue forest lands for posterity and to provide “non-priced” forest environmental and social services.

However, | do not agree with WWF and my friend Charles Arden Clarke on dl issues. | do not
agree that FSC has been a glorious success. In fact in one sense it gppears to have been a glorious
falure. In nine years it has only managed to certify 17million hectares of forest — most in developed
northern countries. FSC has failed to provide any serious protection for frontier forests and has been
very dow to achieve a volume of wood from sustainably managed forests where it could “make a
difference” That said, | do agree that FSC has been a partia success but not in the way that its advocates
might like. FSC has dramatized the issue of certification and now there are a host of competing national
or regiona certification systems springing up. These various systems, including the Finish FSC and the
PEFC and others are now investigating the possibility of evolving towards a system of “MUTUAL
RECOGNITION”. Thiscould creste alarge enough network of “sustainably managed forests’ to begin
to redly make a difference. If, suddenly there were severa hundred million hectares of SFM certified
forests, it could begin to make a difference and place serious pressure on “bad performers’ i.e. asset
strippers.

Findly | wish to make the observation that it is possible to meet dl the needs for commercia forest
products, wood and fiber, of a population of 10 billion on approximately 10% of today’'s forests. We
have a problem not of scarcity but of excess forest capacity to meet commercia forest requirements.
Sadly, too much of this forest estate is not well managed or protected because society does not vaue the
“non-valued” services of thisforest heritage.

Thank you”

NB — These are partial notes and talking points—a formal presentation was not prepared.
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SOME FACTSABOUT THE TIMBER COMMITTEE

The Timber Committee is a principal subsidiary body of the ECE (UN Economic Commission for
Europe) based in Geneva. It congtitutes a forum for cooperation and consultation between member
countries on foredtry, forest industry and forest product matters. All countries of Europe; the former
USSR; United States of America, Canadaand Isragl are members of the ECE and participate in its work.

The ECE Timber Committee shal, within the context of sustainable development, provide member
countries with the information and services needed for policy- and decison-making regarding their
forest and forest industry sector (“the sector"), including the trade and use of forest products and, when
appropriate, formulate recommendations addressed to member Governments and interested
organizations. Tothisend, it shall:

1. With the active participation of member countries, undertake short-, medium- and
long-term analyses of developments in, and having an impact on, the sector, including
those offering possibilities for the facilitation of internationa trade and for enhancing
the protection of the environment;

2. In support of these analyses, collect, store and disseminate statistics relating to the
sector, and carry out activities to improve their quality and comparability;

3. Provide the framework for cooperation e.g. by organizing seminars, workshops and ad
hoc meetings and setting up timelimited ad hoc groups, for the exchange of
economic, environmental and technical information between governments and other
ingitutions of member countries that is needed for the development and
implementation of policies leading to the sustainable development of the sector and to
the protection of the environment in their respective countries;

4. Carry out tasks identified by the UN/ECE or the Timber Committee as being of
priority, including the facilitation of subregiona cooperation and activities in support
of the economies in transition of central and eastern Europe and of the countries of the
region that are developing from an economic point of view;

5. It should aso keep under review its structure and priorities and cooperate with other
international and intergovernmental organizations active in the sector, and in particular
with the FAO (Food and Agriculture Organization of the United Nations) and its
European Forestry Commission and with the ILO (International Labour Organisation),
in order to ensure complementarity and to avoid duplication, thereby optimizing the
use of resources.

More information about the Committee's work may be obtained by writing to:

Timber Section

UN/ECE Trade Division

Palais des Nations

CH - 1211 Geneva 10, Switzerland
Fax: + 4122 917 0041

E-mail: info.timber@unece.org

WEB site address: http://www.unece.org/trade/timber
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UN-ECE/FAQO Publications

Timber Bulletin Volume LIl (1999) ECE/TIM/BULL/52/...
Timber Bulletin Volume LI11 (2000) ECE/TIM/BULL/53/...
1. Forest Products Prices

2. Forest Products Statistics (database (chronological series, since 1964) aso available on diskettes)
3. Forest Products Annua Market Review

4. Forest Fire Statistics

5. Forest Products Trade Flow Data

6. Forest Products Marketsin (current year) and Prospects for (forthcoming year)

Geneva Timber and Forest Study Papers
Forest and forest products country profile: Russian Federation ECE/TIM/SP/14
(Country profiles also exist on Albania, Armenia, Belarus, Bulgaria, former Czech and Slovak

Federa Republic, Estonia, Hungary, Lithuania, Poland, Romania, Republic of Moldova, Slovenia
and Ukraine)

North American timber trends study ECE/TIM/SP/9
Long-term historical changesin the forest resource ECE/TIM/SP/10
European timber trends and prospects: into the 21st century (ETTS V) ECE/TIM/SP/11
Forest and forest industries country fact sheets ECE/TIM/SP/12
Non-wood goods and services of the forest ECE/TIM/SP/15
State of European forests and forestry, 1999 ECE/TIM/SP/16
Main Report: Forest Resources of Europe, CIS, North America, Australia, Japan and New Zealand
(Industralized temperate/boreal countries) ECE/TIM/SP/17

The above series of sales publications and subscriptions are available through United Nations
Publications Offices as follows:

Orders from Africa, Europeand Orders from North America, Latin America and the
the Middle East should be sent to Caribbean, Asia and the Pacific should be sent to:
Sdles and Marketing Section, Room C-113 Sdes and Marketing Section, Room DC2-853
United Nations United Nations
Palais des Nations 2 United Nations Plaza
CH - 1211 Geneva 10, Switzerland New York, N.Y. 10017, United States of America
Fax: + 41 22 917 0027 Fax: + 1 212 963 3489
E-mail: unpubli@unog.ch E-mail: publications@un.org

* % % % %

Geneva Timber and Forest Discussion Papers (original language only)

Manual on acute forest damage ECE/TIM/DPI7
Interim Report on the implementation of Resolution H3 of the Helsinki Ministerial Conference

on the protection of forests in Europe (Results of the second enquiry) ECE/TIM/DP/12
The role of women on forest properties in Haute-Savoie: Initia researches ECE/TIM/DP/13
The Status of forest certification in the ECE region ECE/TIM/DP/14
Recycling, energy and market interactions ECE/TIM/DP/15
A summary of “The competitive climate for wood products and paper packing: the factors

causing substitution with emphasis on environmental promotions” ECE/TIM/DP/16
Forest Certification update for the ECE Region, summer 1999 ECE/TIM/DP/17
ETTSV working papers.

Pajuoja," The outlook for the European forest resources and roundwood supply” ECE/TIM/DP/4
Brooks, Baudin and Schwarzbauer, "Modeling forest products demand,
supply and trade” ECE/TIM/DP/5
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Baudin and Brooks, "Projections of forest products demand, supply

and tradein ETTS V" ECE/TIM/DP/6
Eronen, "Forest resources and consumption of forest productsin

countriesin transition, 1990-2020" ECE/TIM/DP/8
Issartel and Vikinge, "Price trends for forest products, 1964-1991" ECE/TIM/DP/9
European forests and timber:  Scenarios into the 21st century

(sold with ECE/TIM/SP/11) ECE/TIM/DP/10
Peck and Descargues, "The policy context for the development of the forest and

forest industries sector in Europe” ECE/TIM/DP/11

Seminar and Workshop Proceedings (original language only)
- Seminar on "Exploring multiple use and ecosystem management: from policy to operational
practice", Prince George, Canada, September 1995
Workshop on “Wood--an environmentally friendly materia”, Jonkdping, Sweden, April 1996
- Seminar on “Environmentally sound forest roads and wood transport”, Sinaia, Romania, June
1996
- Seminar on “ Safety and hedlth in forestry are feasible!”, Konolfingen, Switzerland, October
1996

International Forest Fire News (two issues per year)

Timber and Forest Information Series
Timber Committee Y earbook 1999 ECE/TIM/INF/6

The above series of publications may be requested free of charge through:

Timber Section

UN/ECE Trade Division

United Nations

Palais des Nations

CH - 1211 Geneva 10, Switzerland
Fax: + 41 22 917 0041

E-mail: info.timber@unece.org
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