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|.BACKGROUND

1. Under the project Building Capacity for Improved Policy Making and Negotiation on
Key Trade and Environment Issues, UNCTAD, in cooperation with the Foundation for
International Environmental Law and Development (FIELD), is assisting five Central
American countries (Costa Rica, Guatemala, Honduras, Nicaragua and Panama), Cuba and
the Dominican Republic in their participation in the WTO negotiations on selected trade and
environment issues and in strengthening their capacities to address key trade and sustainable
development linkages.*

2. These countries have identified trade liberalization and strengthening of domestic
capacities in environmental goods and services (EGS) as one of two priority issues to be
addressed under the project.? The specific objectives of corresponding project activities are to
assist beneficiary countries in (a) their participation in the WTO negotiations on EGS; (b)
filling information/research gaps and strengthening policy coordination; and (c) exploring
issues of regional interest. To work towards these objectives, several countries committed to
carry out national studies, focusing on issues such as (a) the structure and characteristics of
the environmental services sector in the country; (b) relevant national legidation; (c) a
preliminary assessments of present and potential markets; and (d) possible approaches, from
anational perspective, to WTO negotiations on EGS. Some countries also organized national
consultations with stakehol ders.

3. To date, Cuba, the Dominican Republic, Honduras, Nicaragua and Panama prepared
(draft) national studies, funded largely by the Governments of the countries concerned.
Further analysis is being carried out with the help of research institutes or consultants
recruited under the project. Thisincludes a study on Guatemala.

4. Several meetings were held in the region. The secretariats of UNCTAD and the
Economic Commission for Latin America and the Caribbean (ECLAC) jointly organized a
workshop on EGS in Havana, Cuba, on 24 and 25 March 2003. Experts from Brazil,
Colombia, Cuba, Dominican Republic, Guatemala, Honduras, Mexico, Nicaragua and
Panama participated in the workshop. In addition, national workshops were held in Managua,
Nicaragua, on 23 and 24 June 2003 and Panama City, on 26 and 27 June 2003.> A national
workshop for the Dominican Republic is scheduled to take place in November 2003.

5. These meeting in Cuba provided an opportunity to discuss the preliminary results of
national studies, exchange national experiences, explore issues of regional interest and plan
future activities under the project. The draft national studies and presentations (listed in

1 The project aso has a component for South and Southeast Asia (for Bangladesh, Cambodia, China,

Philippines, Thailand and Viet Nam)

The other priority issue is environmental requirements and market access, including the promotion of

production and exports of environmentally preferable products, in particular organic agricultural products.

®  The workshop was organized in cooperation with the Central American Commission for Environment and
Development (CCAD).
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Annex 1) have been made available (in Spanish) at the UNCTAD website.* The national
workshops brought together officials from trade, environment and other ministries, suppliers
of environmental services and other stakeholders. These workshops contributed to raising
awareness, clarifying concepts and promoting coordination at the national level. All regiond
and national meetings allowed for interaction between capital-based policy makers and
Geneva-based trade negotiators.

6. Experts from beneficiary countries participated actively in a recent UNCTAD Expert
Meeting on “Definitions and dimensions of environmental goods and services in trade and
development” held in Geneva, from 9 to 11 July 2003.

7. This note summarizes progress in the implementation of project activities in the area
of EGS. Section Il summarizes discussions concerning definitions and classifications. Section
Il analyses progress made in the examination of the environmental services sector. Section
IV describes the implications of negotiations on environmental goods for countries in the
region. Section V discusses the possible orientation for further work on EGS.

II. DEFINITIONSAND CLASSIFICATIONS

A. Concepts

8. Meetings and country studies carried out so far highlight the need to distinguish
between different concepts of environmental services. Environmenta services have been
defined either as services provided by ecosystems® (e.g carbon sequestration) or as human
activities (e.g. wastewater management) to address particular environmental problems.

9. Experience shows that environment and other ministries not directly involved in
WTO trade negotiations as well as civil society are more familiar with the concept of
ecosystem services. Central American countries, which are rich in biodiversity, have great
potential to derive commercial and developmental benefits from environmental services
provided by their ecosystems. In most cases, however, the economic value of such services
has not been established. Studies and projects focus on valuation techniques and instruments
to commercialize such services. Some experience exists, for example, in Costa Rica and
Nicaragua.

10.  Theclassification of (trade in) "environmental" services in the WTO context is based
on the concept of human activities, such as sewage or wastewater management, and that it
would be more appropriate to describe them as “environmental management” services.®

4 http://www.unctad.org/trade_env/index.htm

> This concept of environmental servicesis very broad and includes services provided by ecosystems (such as,
for example, carbon sequestration, water supply and control of water systems and scenery beauty), species
(including, for example, materials used by the pharmaceutical industry and production of food) and genes
(including genetic resources and materials). (Nicaragua workshop).

® Catherin Cattafesta, Diagnostico preliminar, Repdblica Dominicana. Study prepared for the Ministry of
Environment and Natural Resources of the Dominican Republic.
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11.  The representatives of beneficiary countries that participated in the planning phase of
the project have agreed to initially focus project activities on EGS sectors covered by the
WTO negotiations. Thus, work on services will focus on classifications used in requests and
offers under the negotiations on environmental services.” It is important to keep this in mind
in the implementation of project activities as sometimes there appears to be an overlap
between the two concepts.

12. Similarly thereisaneed to carefully focus project activities on "environmental goods"
since experience learns that many experts in the region understand this mean a rather broad
range of products derived from biodiversity .

B. Classification of environmental servicesin theWTO

13.  Theissue of classification of environmental servicesin the WTO context has come up
in project activities. Attention has been drawn to the fact that proposals on environmental
services submitted so far in the CTS generaly reflect the view that the current classification
contained in W/120 does not properly reflect how the industry currently operates and that it
needs to be modernized.

14. The European Communities, Switzerland and others have proposed a new
classification for "core" environmental services that would better reflect the trade and sector-
specific realities.® It includes alarger number (7) of environmental sub-sectors.

15.  Some participants in the Cuba meeting noted that developing countries need stability
in the classifications used in the WTO negotiations and that modifying the existing
classification could have disadvantages. It was also emphasized that any reclassification
needs to be agreed multilaterally.

16. Independent from the question which classification would be used in the negotiations
there is a need for classification systems that are well understood by environmental
authorities and productive sectors. Also, several countries, such as Cuba and Honduras, have
developed their own classification. The nationa classification of environmental services in
Cuba is based on the life cycle concept and takes into account the fact that environmental
services are closely related to consulting services that appear under CPC group 86.° In
Honduras, basic environmental services such as sewage, potable water, hazardous waste

In several country studies the view is expressed that in the future negotiations may perhaps touch on certain
€co-system services. One study suggests that certain ecosystem services could eventualy be included in the
category "other services' in the classification used in the WTO. There is a need to discuss the likelihood and
possible implications of such development in an appropriate occasion under the project.

Experience shows that a lot of attention is given to goods and services provided by forests. Products
provided by forests include water, wood, biological material, medicinal plants, artisan products, edible fruits
and plants as well as other nontimber forest products, as well as agricultural and livestock products.
(Nicaragua workshop).

®  Communication SCSC/W/25 as modified by job 7612 dated 28 November 2000.

10 Dr. Rall Garrido Vézquez. CITMA and Lic. Alina Revilla Alcaza. MINCEX, Resultados preliminares de los
estudios sobre bienes y servicios relacionados con el medio ambiente en Cuba.
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treatment and others are included under one single sector "Water and Sanitation" with a
common set of policies, institutions and legal framework. As a result, there is a lack of
specific and disaggregated information.

C. Environmental goods

17.  Thereis no definition in the WTO for environmental goods. Some attention has been
given under the project to lists of “environmental goods” developed by the OECD and Asia
Pacific Economic Cooperation (APEC). In addition, there has been an initial analysis of
certain " environmentally preferable products’ (EPPs).

18.  Anearly UNCTAD study describes EPPs as products that take advantage of “green”
market opportunities and capitalize on natural endowment of countries* EPPs can be
defined as products that cause significantly less environmental harm at some stage of their
life cycle (production/processing, consumption, and waste disposal) than alternative products
that serve the same purpose, or products the production and sales of which significantly
contribute to the preservation of the environment. According to the UNCTAD study, less
environmental harm may relate to the following criteria: (a) use of natural resources and
energy; (b) amount and hazardousness of waste generated by the product along its life cycle;
(c) impact on human and animal health; and (d) preservation of the environment. In the
context of the WTO negotiations, EPPs would have to be defined on the basis of product
characteristics as the magjority of Members oppose the use of criteria based on non-product-
related process and production methods (PPMs) to define environmental goods. This implies
that the selection of EPPs on the basis of their relative impact at the use or disposal stages of
their life cycle, but not the production stage.

19. Central American and Caribbean countries are interested in deriving economic, social
and environmental benefits from the production and exports of inherently environmentally
preferable products, such as renewable energy and bio-degradable products from natural
fibers, recyclable products; non-timber forest products and clean fuels such as
methanol/ethanol or biomass, could perhaps be considered under the negotiations on
environmental goods.

20.  Severa Centra American and Caribbean countries have expressed a strong interest in
exploring export opportunities, including by removing certain export constraints, for organic
agricultural products. It is recognized, however, that it may be difficult to pursue such issues
in the context of the WTO negotiations on paragraph 31(iii) of the Doha Ministerial
Declaration.

1 For more information on the concept and criteria of EPPs, see: Environmental Preferable Products (EPPs) as
atrade opportunity for developing countries (UNCTAD/COM/70), Geneva, 1995. This study was not carried
out with WTO negotiationsin mind.
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1. LIBERALIZATION IN ENVIRONMENTAL SERVICES

A. WTO Negotiations

21. Central American countries, Cuba and the Dominican Republic have received several
bilateral requests to liberalize their environmental services sectors. Different classifications
have been used in these requests, including classifications proposed by the European
Communities. In general, countries have been requested to make horizontal commitments
with regard to mode 4, as well as market access and national treatment commitments with
regards to modes 1 (where technically feasible), 2 and, in particular, mode 3.

B. National consultations

22. In several countries, authorities responsible for trade negotiations organized
consultations with other ministries and with services suppliers to determine in which sectors
and modes of supply commitments, if any, would be appropriate and what conditions should
be listed to support the national development of environmental services and ensure
consistency with national policies.

GATSArticleslV and X1X:2

The study of the Dominican Republic notes that, in accordance with GATS Article XIX:2,%
negotiations must respect national objectives and the level of development of individua WTO
Members. This allows developing countries to safeguard the sectors and modes of supply considered
sensitive within the context of the national economy. The environmental services sector is one of the
most sensitive sectors of the economy because of its specific conditions, the existing legal frameworks
and the need to secure the protection of the environment. Similarly, the study on Nicaragua
emphasizes that the environmental services sector, which supplies services related to basic needs of
the population, should receive specia protection and needs to be well regulated. Therefore, public-
sector companies play an essential role in the provision of such services and foreign services suppliers
are subject to a system of licenses and concessions, as well as regulations and environmental impact
assessments. The Government has the sovereign right, in accordance with the Congtitution and GATS
Article X1X.2, to subject foreign services suppliers to performance requirements and additiona
commitments, consistent with GATS Article V.

23. In Cuba, studies to backstop participation in WTO negotiations on environmental
services were initiated in 1999 and have since then been discussed in a working group under
the Subgroup on Trade in Services of the National Group on WTO (Grupo Nacional de
Atencion ala OMC). The ministries of Science, Technology and Environment (CITMA) and

12 Article XIX.2 provides flexibility for individual developing country Members to open fewer sectors,

liberalize fewer types of transaction and progressively extend market access in line with their development
situation and, when making access to their markets available to foreign service suppliers, attach to such
access conditions aimed at achieving the objectives of Article 1V.

Article IV.1 provides for increasing participation of developing country Members in world trade in services
through, among other things, specific commitments relating to the strengthening of their domestic services
capacity and its efficiency and competitiveness, inter alia through access to technology on a commercia
basis.

13
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External Trade (MINCEX) have had consultations with other ministries and providers of
environmental services with a view to examining the implications of trade liberalization in
EGS and to continuing the development of a national study on environmental services.

24.  Thisanalysisfocuses on the structure of the environmental services sector; the state of
development reached in particular sub-sectors and export potential. In Cuba, basic
environmental services such as drinking water and wastewater management, hazardous waste
management and recycling are well developed. Over 95 per cent of the population has access
to water and over 97 per cent has access to sanitation services. However, large investments
are needed to maintain and upgrade existing infrastructure. The Government attaches high
priority to resolving environmental problems and real investment in the environment has
increased manifold. Environmental consulting and studies constitute the most developed sub-
sector. Given the high levels of education, Cuba has good export potential in this sub-sector.

25. Cuba considers that there is large potential for attracting foreign direct investment in
the environmental services sector through the creation of joint ventures. For example, joint
ventures with foreign capital have been established in the water sector. However, there is a
need to strengthen regulatory frameworks. Possible offers have not yet been fully assessed
and little progress has been made in evaluating the demand for environmental services. It is
therefore important to further examine the sector and to obtain more insights concerning
requests received from trading partners.

26. In the Dominican Republic, the principal concerns of the Ministry of Environment
and Natural Resources (Secretaria de Estado de Medio Ambiente y Recursos Naturales,
SEMARN) are with the effective regulation of and control over environmental services. In
light of deficiencies in regulatory frameworks, information gaps and the experience acquired
in recent years, the study makes the following recommendations:

An evaluation is needed of several sub-sectors - solid waste; hazardous waste and
recycling; among others - to assess their characteristics and needs. Thereisalso a
need to assess what is required for an effective regulatory framework for the
sector, to be implemented gradually. This would also provide baseline information
to enable monitoring of the impacts of future actions (there are already initiatives
with regard to hazardous waste);

Sub-sectors with regulatory gaps, like sewage, hazardous waste and recycling,
need to be approached cautiously in the negotiations;

Before adopting any far-reaching strategy concerning the environmental services
sector, a working group needs to be established with representatives from the
sector, who, together with the negotiators, can assess and weigh the possibilities
of different sub-sectors and the potential impact of trade liberalization;
Environment-related professional services should not be treated differently from
other professional services.
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In summary, SEMARN considers that a cautious and gradual strategy would be appropriate
in the context of the negotiations. Technical cooperation and studies are required to take
informed decisions (concrete actions have already been initiated).

27.  The study by Honduras points out that the country lacks a thorough analysis of the
potential advantages and disadvantages of market opening measures in the water and
sanitation sector. There is need for a more profound dialogue among different national actors
(trade, environment ministries and services providers) to evaluate the implications of
liberalization o basic environmental services. There is also a need to create awareness of
potential benefits of liberalization among as well as to convince municipa corporations that
options for privatization already provided by existing legislation can be equitable and socially
positive. The study emphasizes that it is important to strengthen local capacities in order to
take advantage of trade in EGS.** The process of liberalization should be gradual.

28.  The study mentions that Honduras is creating a Unit for Environmental Goods and
Services, within the Ministry of Natura Resources, to strengthen national capacities to
address EGS issues, to be supported by a National Commission on Environmental Goods and
Services. The idea is to provide a forum for discussion and exchange of information at the
national level. It would appear that it is the intention that this unit would focus on eco-system
services.

29. In Nicaragua, the Ministry of Development, Industry and Commerce (MIFIC) has
held technical consultations with different sectors involved in the supply of environmental
services, in particular sewage and wastewater treatment; waste collection and treatment;
cleaning of exhaust gases; and emissions control. In the consultations liberalization requests
of trading partners were examined. Discussions focused on possible market access and
national treatment commitment for each mode of supply; environmental services not
currently classified under the CPC; and national concerns in the area of environmental
services.

30. National services suppliers, in particular in the water, sewage and waste management
sectors emphasized the importance of strengthening existing regulations and adopting new
ones for the future development of an efficient sector. Trade liberalization should result in
improvements with regard to the quality of services provided, technology and environmental
conditions, as well as respect national policies. Foreign services suppliers have to meet non-
discriminatory performance requirements in accordance with GATS Article 1V. The
consultations has emphasized the following potential benefits of liberalization:

Increased investment in environmental services, in particular when liberalization
is accompanied by a strengthened regulatory framework, social policies and
strategies aimed at supporting the national development in each of the sectors.
Transfer of technology and know-how and best practices

14 Republica de Honduras, Secretaria de Recursos Naturales y Ambiente, Secretaria de Industria’y Comercio,
Estudio sobre los Servicios Ambientales en Honduras con Vistas ala Formulacion de Posiciones Nacionales
de Negociacion post- Doha.
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31.  With regard to professional services, the national study recommends to carry out an
assessment of potential supply in Nicaragua.

32.  Studies are required to identify legislation and assess national situation before any
commitment could be considered with regard to noise abatement services (CPC 94050),
nature and landscape protection services (CPC 94060) and other environmental protection
services (CPC 94090).

33. For Panama, services represent 80 per cent of Gross Domestic Product (GDP), a
small part of which corresponds to environmental services. Since services are the motor of
the national economy, Panama's position in multilateral and regional negotiations tends to
favour liberalization of services trade. In the area of environmental services, Panama has
already made some commitments in specific activities falling under the sub-sector “ other”
environmental services, in particular subcategories, i.e. (d) cleaning services of exhaust gases
(CPC 94040) and noise abatement services (CPC 94050)* and () nature and landscape
protection services (part of CPC 94060).%

34. Panama is considering to broaden the scope of its existing commitments and to
include some other sectors, such as sewage and elimination of hospital waste.

C. National studies—someissues

35. Country studies have so far focused on a number of sectors for which a certain level
of information was available, in particular water and wastewater services, waste management,
recycling and professional services. These sectors will be further analyzed and the sector
coverage of the studies will be gradually increased through the inclusion of other sub-sectors.

36. In general, (draft) studies provide preliminary information on the structure of the
sectors under consideration and a rather detailed description of existing legislation. While
detailed information tends to be provided on the volume and prices of basic environmental
services (such as water and waste management), there is relatively little information on
markets for environmental services.

Private sector participation

37. Most studies highlight the need to improve the efficiency and quality of basic
environmental services. This, however, may require large investments and access to
technology and management practices. In this context, the role of private sector participation
is discussed in some studies. In general, countries in the region see potentia benefits in
foreign direct investment (FDI), but stress the need to develop adequate regulatory

> Commitments are limited to the specific activities, i.e. theimplementation and installation of new or existing
cleaning systems, remedial, preventive and monitoring services, and consulting services in these fields.

6 Exclusively services for conducting studies on the relation between the environment and climate, including
services of evaluation of natural disaster and reduction of their consequences.
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frameworks to ensure that national environmental, social and developmental objectives are
respected. Some studies also note that it would be useful to examine the experiences of
developing countries that have already liberalized environmental services sectors.

38. In the Dominican Republic there is important private sector participation in
infrastructure services such as potable water and wastewater treatment (foreign firms
participate significantly in related construction services) as well as the collection and
management of solid and hazardous waste.” Recycling activities are carried out entirely by
private companies. Thereisavery large foreign participation in the professional services sub-
sector.

39. In Hondur as, the major constraint for private investment is the lack of an institutional
and regulatory framework. Although new legislation has been enacted to end state
monopolies and create possibilities for private participation in the environmental services
sector, it has not always been possible to implement such legidation. In the case of water and
sanitation, for example, it has not yet been possible to complete a regulatory framework. The
existing legislation was established 40 years ago when a state enterprise was created with the
mandate to supply basic water and sanitation services to all locations with over 500
inhabitants. A law adopted in 1999 authorizes the National Aqueducts and Sewage Service
(Servicio Nacional de Acueductos y Alcantarillados, SANAA) to grant concessions to private
operators, but no concessions have been granted so far.

40. In the area of waste management, municipal authorities are responsible for such
services. In accordance with municipal legislation, in some 50 per cent of all cases the
provision of such services, in particular waste collection, is outsourced to services providers.
In 22 municipalities, corresponding to the largest cities, waste collection has been privatized.
In addition, there are small services providers, such as community groups and individuals
operating in the informal sector. In some cases there have been international concessions for
the treatment and final disposal of solid and organic wastes.

41. Nicaragua has legidation in place that allows foreign firms and natural persons to
supply services in general, subject to concessions and licenses provided by law. In practice,
however, basic environmental services are supplied by public companies’®

42. In Panama, solid waste management services in the largest municipalities except
Panama City have been privatized.

" 1n 2000, the Dominican Republic, as part of an agreement with the World Bank aimed at securing provision
of basic services to the tourism sector, agreed to privatize the management of potable water and sewage
services. However, pilot projects concerning the construction of a sewage system and sanitary system in an
important tourism area have not yet been implemented

8 In the 1990s the city of Managua contracted an Italian company (HIDROJET) to manage urban waste
collection. However, it did not work well in practice for several reasons, including the fact that no market
study had been carried, lack of payment by users of the services provided, and the introduction of a waste
collection system (through containers located in several parts of the city) with which citizens were not
familiar (previously household waste was collected door-to-door). Later a new private company
(ECOLOGIA 2000) was established to supply services to specific segments of the market (hotels,
restaurants).
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43. Non-Governmental Organizations (NGOs) play an important role in improving
sanitation services. The association for the promotion of environmental sanitation in
communities (Asociacion para la Promocion del Saneamiento Ambiental en Comunidad,
APROSAC), for example, is implementing various projects’® A solid waste project,
supported by the Inter-American Development Bank (IDB), aims to implement a strategy for
the decentralization of waste collection to municipalities and to enable them to give
concessions to micro and small enterprises in beneficiary communities to deliver such
services. The project seeks to strengthen the technical and financial capacities of micro and
small enterprises, create employment, decrease the volume of waste disposed off in
communities, promote environmental awareness and improve health conditions in beneficiary
communities.

Professional services

44, In several Centra American countries there is an important foreign participation in
professional services. In the Dominican Republic there are currently some 100 firms that
provide professional services related to the environment and some 200 individual consultants
are registered in SEMARN. Over 30 per cent of these service suppliers are foreign. The sub-
sector is quite open but the 1992 Labour Code (Codigo de Trabajo) determines that foreign
personnel of any company located in the Dominican Republic should not exceed 20 per cent
of total personnel.

45.  The College of Civil Engineers of Honduras registers providers of professional
services related to water and sanitation. The Ministry of Natural Resources and the
Environment keeps a register of professionals and institutions that provide services such as
consultancies, environmental impact assessments, and environmental auditing, but not does
not possess a registry of environmental management services. Data collected for the study on
Honduras indicate that around 80 companies provide design services and 30 companies
provide construction services related to services in the area of water and sanitation. In
addition, there are some 158 individual consultants qualified to provide design services.

46. Multilateral aid agencies, such as the Inter-American Development Bank (IDB) and
the World Bank are supporting the creation or strengthening of domestic capacities for the
design and maintenance of sanitation services. These actions are carried in the context of
modernization of the sector, prior to liberalization. It is to be noted that liberalization triggers
resistance if it is not accompanied by efforts to consolidate and strengthen domestic
capacities. It is expected that in over a period of around two years domestic capacities will
have been strengthened sufficiently to provide services, either individually or through joint
ventures.

19 The objectives of APROSOC are to promote the participation of communities, municipalities, micro and
small enterprisesin the environmental management and tourism sectors and public and private institutionsin
exploring development aternatives. Msc. Arg. Maribel Rodriguez M. Coordinator APROSOC-IDB solid
waste project and executive director APROSOC, presentation made at the national workshop on EGS in
Panama.
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47. In Panama, the National Environmental Authority (ANAM) has registered some 85
companies and 500 natural persons qualified to carry out environmental impact studies. Some
70 companies have been registered to undertake environmental auditing and environmental
management programmes.

Export potential

48. Most studies emphasize the potential economic, socia, environmental and
developmental benefits of EGS liberalization, rather than possible direct trade gains through
increased exports.

49, In Cuba the most developed segments of environmental services are in the area of
studies, assessments and consultancy services (CCP Group 83).%° Cuba has exported such
services to Brazil, the Dominican Republic, Haiti, México, Nicaragua, Spain and Venezuela.
Cuba's strong points are the high level of education. Weak points are lack of technology and
finance.

V. TRADE IN ENVIRONMENTAL GOODS

A. WTO negotiations

50. Negotiations on environmental goods take place in the Negotiation Group on Market
Access for Non-Agricultural Products (NGMA). The Committee on Trade and Environment
plays a role in clarifying the concept of environmental goods. This may be of particular
interest to countries in Central America and the Caribbean, because of their interest in
environmentally preferable products.

B. Tradein environmental goods by Central American countries

51. The OECD and APEC lists include very few products of export interest to Central
America, which are net exporters in only a few products (at the 6-digit HS level). For
example, Costa Rica has a positive trade balance in only 8 out of 122 6-digit HS code. And
for other Central American countries there are even less cases (see Table 1).

52.  One product of export interest to various countries in the region (Guatemala, Costa
Rica, El Salvador, Panama and Nicaragua) is ethanol (HS 220710). This product is included
in the OECD ligt, but not in the APEC list. Ethanol (which is an agricultural product) does
not fall under the mandate of the NGMA.

2 Rail Garrido Vézquez Evaluacion Nacional sobre Servicios Relacionados con el Medio Ambiente. Estudio
de caso de Cuba.
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Tablel
Central America, 2000: " Environmental Goods" of export interest

on the OECD and APEC lists

(number of 6-digit HS codes)
Country Number of HS codes with export values > Number of HS codes with positive trade

US$ 500,000 balance
OECD or OECD APEC OECD or OECD APEC
APEC APEC

CostaRica 17 14 12 8 7 3
El Salvador 9 9 1 2 2 0
Guatemaa 11 11 3 5 5 1
Honduras 2 1 1 2 1 0
Nicaragua 2 2 0 3 3 0
Panama 3 3 1 1 1 0

Thetotal number of 6-digit HS codes on either the OECD or APEC list is 164
Thetotal number of 6-digit HS codes on the OECD list is 122
Thetotal number of 6-digit HS codes on the APEC list is 109

53.

Apart from ethanol, 2000 exports of Centra American countries exceeded US$ 10

million in only five other 6-digit HS codes on either the APEC or OECD list. They all appear
to be "multiple-use" products that may or may not have an environmental end-use® Only
three of theseitems are on the APEC list and al are "ex-items". These five HS codes are:

6-digit
HS code

392690ex

731021
(OECD)

731029
(OECD)

847990ex

Description

Additional product specification (APEC)

Other articles of plastics and articles of other
materials of headings 3901 to 3914; other

Bio-film medium that consists of woven fabric
sheets that facilitate the growth of bio-organisms.

Rotating biological contactor consisting of stacks
of large (HDPE) plates that facilitate the growth

of bio-organisms.

Cans< 501, closed by soldering or crimping

Other cans < 5011

Parts of Machines and mechanical appliances
having individual functions, NES.

2L Cuba has not reported trade datato COMTRADE. A separate analysis of Cuban exports and imports on the

Environmental
end-use

Wastewater
management

Wastewater
management
(sewage treatment)

Wastewater
management
(sewage treatment)

Potable water
treatment

Exportsin 2000

(US$ millions)

CostaRica 25.8
El Salvador 2.6
Guatemala 1.3
Panama 0.8
CostaRica 9.8
Guatemala 2.4
Guatemala 8.0
El Salvador 3.6
CostaRica 335

APEC list found that Cuba has a trade deficit in al products. Only one export product (solar energy panels)

would have predominant environmental end-use.
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Parts of trash compactors
854389%ex  Electrica machines and apparatus, having Wastewater CogtaRica 15.2
individual functions, NES management
Ozone production systems
54. It is thus difficult to estimate trade in environmental goods, in particular because (a)

the lists include many “multi-use” products that also have non-environmental use and (b) the
problem of “ex-items’, which cannot be uniquely defined at the 6-digit HS level.
Consequently, trade data tend to overestimate trade in environmental goods. Even with these
caveats in mind, available data show that all Central American countries are net importers of
environmental goods. The value of exports of goods on the OECD and APEC did not exceed
US$ 176 and US$ 103 million in 2000 respectively (see Table 2). The value of exports on
either list amounted to US$ 220 million.

Table2
Central America, 2000: Tradein " Environmental Goods' (OECD and APEC lists)
(US$ millions)
OECD list APEC list
Exports | Imports | Baance XIM Exports | Imports | Baance XIM
CostaRica 81.6 265.5 -183.9 30.7 91.8 264.8 -173.0 347
El Salvador 30.9 1113 -804 277 4.0 68.2 -64.2 5.8
Guatemala 35.7 155.5 -119.8 230 4.8 98.3 -935 49
Honduras 55 775 -72.0 7.1 11 53.0 -51.9 21
Nicaragua 39 452 -41.3 8.6 0.2 271 -26.9 0.9
Panama 183 89.0 -70.7 20.6 0.9 64.8 -63.9 14
Totd 175.9 744.0 -568.1 236 102.8 576.2 -473.3 17.8

XI/M = value of exports as a percentage of the value of imports

C. Products of interest to Central American and Caribbean countries

55.  The analysis above shows that the OECD and APEC lists include very few products
of export interest to Central American countries. Several proposals have been made,
including in the recent UNCTAD expert meeting, aimed at achieving a more balanced
outcome of the negotiations, in particular (@) identifying products of export interest to
developing countries;, (b) excluding “multiple use” products that may have little
environmental application;? and (c) addressing technology and capacity building needs.

56. It should also be noted that according to a recent US proposal Central American, two
lists of environmental goods could be developed. A core list would comprise products on
which there was consensus that they constituted environmental goods and a complementary
list could be developed for additional products that could have significance for environmental
protection, pollution prevention or remediation, and sustainability

2 The issue of “multiple use products’ is more important to developing countries, which maintain relatively
higher tariffs as it could involve the loss of significant tariff revenues without necessarily generating
environmental benefits. In a number of Central American countries, such as Costa Rica, tariffs are already
quite low.
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57. It seems important that negotiations pay greater interest to products of export interest
to these countries. In this context, Centra American countries, which are exporters of
agricultural products, face in particular two problems. First, the NGMA does not cover
agricultural products. Second, most products of export interest to the region belong to the
category of environmentaly preferable products (EPPs). While there is a broad consensus
that certain categories of EPPs could be included in the EGS negotiations, the majority of
WTO Members have argued against the use of criteria based on non-product-related
production and process methods (PPMs) to select products for the negotiations.?®

58. Central American and Caribbean countries are competitive in arange of products that
could be considered inherently environment-friendly. Guatemala, for example, is an
important exporter of natural rubber. Central American countries also export other natural
products, although at much smaller scale. For example, El Salvador exports turpentine gum
(HS 130190), twine (HS 5608), and jute bags (HS 630510). Nicaragua also exports twine.
Guatemala exports raw vegetable materials of a kind used in dying (140410). Other countries
in the region are, however, net importers of such products and trade seems to be largely intra-
regional.

59. It is to be noted that countries in the region have identified trading opportunities for
organic agricultural products as an important theme to be addressed under the project (under
the market access cluster). Oneissue of concern is trade barriers resulting from the existence
of alarge number of standards, as well as regulations and procedures in importing countries.
Some participants suggested that non-tariff trade barriers facing exports of organic
agricultural products from developing countries could be addressed under the EGS
negotiations. One participant suggested that since the NGMA does not deal with agricultural
products and since it might be undesirable to bring up new issues in the context of the
agricultural negotiations, organic agriculture could be addressed in the CTESS.

60. As mentioned earlier, most of Central America’s aready very modest trade in
products on the APEC list consist of “basket products’. Thus, if multiple-use products were
excluded, trade flows would be very small indeed.

% This would be the case of products derived from “sustainable agriculture”, “sustainable fisheries’ or
“sustainable forestry” which appear on the OECD, but not the APEC list. In the NGMA mesting in
November 2002, New Zealand stated that it had taken action to promote trade in such products, for example
through the use of eco-labelling. However, it added that there was a critical line between promoting trade in
those products through schemes such as eco-labelling and accepting measures that would open the way to
discrimination against products which were otherwise like products. On that basis New Zealand suggested
that the NGMA would need to be very careful on how it applied some aspects of the categorization used in
the OECD list for the purposes of this negotiation. WTO, TN/MA/M/4, 17 January 2003
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V.ORIENTATION OF FURTHER ACTIVITIES
A. Capacity building needs

61.  Activities carried out so far have provided insight in the type of capacity building
efforts that need to be supported. It seems particularly important to support the process of
national consultations, including by facilitating information gathering and strengthening
research capacities. National workshops in Nicaragua and Panama have highlighted the need
to further clarify concepts of environmental goods and environmental services.
Environmental officials need to enhance their understanding of the scope and objectives of
the WTO negotiations and provide relevant information to trade negotiators. To facilitate this
process, trade officials need to adequately brief environmental officials on relevant WTO
negotiations as well as the limitations of the WTO in addressing environmental issues.

62. Capacity building efforts should also focus on promoting an exchange of national
experiences between countries in the region, in particular regarding domestic regulations and
linkages between regulatory frameworks and the expected outcomes of liberalization. This
should assist countries in the design of national policies and regulatory frameworks aimed at
ensuring that, as much as possible, liberalization in environmental services strengthens
national capacities, promotes transfer of technology; and enhances efficiency and
competitiveness.

Strengthening domestic capacities

63. Participants in national workshops in Nicaragua and Panama have emphasized the
need to create networks of government ministries and other stakeholders to follow up on
issues discussed.

64. As severa country studies have outlined, trade liberalization has the potential to
contribute to developing and strengthening the environmental services sector in developing
countries. To capture the benefits of liberalization and take advantage of new trading
opportunities, developing countries need to build supply capacities, adapt regulatory
frameworks and develop supportive physical, institutional and human infrastructure. National
consultations and regiona dialogues may assist beneficiary countries in identifying policies
that allow them to preserve or create space for the domestic environmental services sectors,
in accordance with provisionsin GATS Articles 1V and X1X:2.

65.  Once these issues have been addressed, the challenge is to provide relevant inputs to
trade negotiators. This includes both information on sub-sectors to be excluded from
liberalization commitments®® as well conditions to attach®™ to possible liberalization
commitments they may schedule under the General Agreements on Trade in Services

% |n accordance with the Preamble and Article VI of the GATS.
% |n accordance with GTAS Articles XVI and X V1.
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(GATYS). Similarly, trade negotiators need information on sub-sectors with export potential
and obstacles to such exports in externa markets to make possible requests to trading
partners.

Trade negotiations

66. Centra American countries are simultaneously involved in several negotiating
processes at regional and multilateral levels® Capacity building efforts could assist
developing countries in facilitating the necessary flow of information and analysis to trade
negotiators to assist them in effectively participating in multilateral and regional negotiations.
One key challenge for the project isto distil from the information and analysis gathered under
the project the kind of information trade negotiators need. National consultations are useful in
examining linkages between national policies and the negotiations as well as the linkages
between different negotiating processes. The UNCTAD/FIELD project seeks to promote
interaction between Geneva-based negotiators and policy makers in capitals as well as
between different countriesin the region to help explore issues of common concern.

B. Priorities

67. Based on the preliminary results of the national studies, the discussions in meetings
held so far, and the analysis presented in this note, the following priorities are suggested:

Development of a methodology for national (and regional) studies on EGS to
assist countriesin their participation in the WTO negotiations.

In the area of environmental services:

Revision and completion of draft national studies on environmental services,
New national studies (Guatemala, Panama);

A comparative analysis of national experiences;

Further national and regional consultations;

Identification of issues of common regiona interest in the services
negotiations;

In the long run: discussion on certain eco-system services.

D NI NI NI N

<

In the area of environmental goods

v Consultations on national and regional (“core” and “complementary” lists) of
environmental goods,

v Discussions on criteria for selecting EPPs that could be included in the
negotiations on paragraph 31 (iii);

% Different modalities may be used in different negotiations. For example, liberalization in the context of the
GATS is based on “positive list” approach, i.e. WTO Members make commitments when they decide to
consolidate or liberdize trade in certain services. In the context of other negotiating processes, countries can
exclude certain services activities from trade liberalization, but have to make a “reservation” to do so. In
some cases, both positive lists and reservations can be used.
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v" Discussions on how organic agriculture could be linked with the Doha work
programme, if at all;

v" Discussions on ways to promote markets for environment-friendly goods and
services from the region, outside de EGS negotiations.
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ANNEX I: LIST OF (DRAFT) NATIONAL STUDIES

Cuba

Rall Garrido Vézquez .Evaluacion Nacional sobre Servicios Relacionados con e Medio
Ambiente. Estudio de caso de Cuba.

Dominican Republic

Catherin Cattafesta, Diagnostico preliminar, Republica Dominicana. Study prepared for the
Ministry of Environment and Natural Resources of the Dominican Republic.

Honduras

Republicade Honduras, Secretaria de Recursos Naturalesy Ambiente, Secretariade Industria
y Comercio, Estudio sobre los Servicios Ambientales en Honduras con Vistas a la
Formulacion de Posiciones Nacionales de Negociacion post-Doha

Nicaragua

Permanent Mission in Geneva, Ministry of Foreign Affairs, Ministry of Development,
Industry and Commerce (MIFIC), Estudio Preliminar de la Stuacion de Servicios
Ambientales en Nicaragua.

Panaméa

Aristides Ivan Hernandez Pérez, Estado de los Bienes y Servicios Ambiental es en Panama en
el Marco de la Apertura Econémica. Junio 2003.



