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1. Overview 
Trade liberalization and climate change share common themes. They are both global challenges calling for a global solution, which will require multilateral cooperation. Climate change, associated with the international externality of GHG emissions, is the first case of a truly global environmental problem and therefore can be thought of as a prototype transborder global threat.
From the establishment of the GATT in 1947, global free trade has been promoted multilaterally through international trade negotiation rounds. The multilateral trading system was legally institutionalized in 1994 at the conclusion the Uruguay Round when the Marrakech Agreement established the World Trade Organization (WTO), the new pillar of global governance in charge of pursuing global free trade. 

Symmetrically, an ideal solution to global environmental issues would be a Multilateral Environment Organization. However, as this is unlikely to become a reality in the near future we must accept multilateral environmental agreements (MEAs) as the best forum for addressing environmental issues. While there are a variety of multilateral treaties with specific environmental objectives, trade-related policy measures can also have practical (or ‘second best’) environmental impacts.

Although potential synergies exist between trade and the environment (Anderson and Blackhurst, 1992; Esty, 2001; Galeotti and Kemfert, 2003; Panayotou, 2000), to date the WTO has not been very successful in dealing with trade-environment issues and, given the current slow progress towards a multilateral trading system, significant changes seem unlikely to emerge in the short run.
At the same time, regional trade agreements have become a preferred forum in which to accelerate and deepen trade liberalization. As a consequence, it may be of interest to analyze how the trade-environment link is addressed within the regional trade dimension. The question driving this paper is how a specific kind of trade policy – liberalization through preferential regional agreements – interacts with the environmental regime and may promote the use of environmental measures targetted at global threats. In particular we have tried to shed some light on what, if any, are the channels by which trade regionalization can make the implementation of climate policies more attractive and therefore stimulate cooperation and speed up international negotiations. Important related questions are the following:
- Are RTA members more able to protect the environment locally rather than globally? 

- Do regional trade agreements have a higher or a lower level of ambition for environmental issues compare to the WTO?

- In what different ways do RTAs deal with environment and climate protection?

- Is the emergence of regional environmental agreements more likely to ‘lock in’ a local regulatory-environmental process, or do regional blocks merely represent a ‘stepping stone’ towards a multilateral agreement?

2.  Trade regionalism: what’s new?
The 1990s witnessed the beginning of a new wave of regionalism. While the driving force of the old regionalism was an import substitution strategy, the new regionalism is more outward-looking and generally aimed at promoting further integration into the global economy.

During the first half of the decade, several key trading blocks have consolidated their integration process. The EU became a full Single Market and North America established a free trade area (NAFTA); the ASEAN group launched the AFTA free trade area and is now contemplating extending this to a customs union (ASEAN economic community, AEC) by 2020. Alongside the vertical deepening within RTAs, a horizontal process of interaction across different RTAs also began to take place. From the end of the Uruguay Round in 1994 no significant regional blocks have emerged, but rather fully-fledged RTAs have started a process of “bilateral regionalism” either with a country or with a region. Here we adopt a broader interpretation of the term “bilateral regionalism” or “bilateral agreement” so as to include not only country-country examples, but also region-region and region-country cases. 
So defined, bilateral agreements now account for more than half RTAs in force and free trade areas are the preferred configuration (see Box 2.1). The EU has played a leading role in this process as more than half of RTAs notified at the end of 2000 were concluded by the EU. The EU has been negotiating bilateral agreements with countries such as Mexico, Chile, Central and Eastern European Countries (CEECs), Russia, Canada and is involved in the first interregional agreement with Mercorsur. The NAFTA parties are also engaging progressively in bilateral relations: Canada established a FTA with Chile, Costa Rica and the EU; US as well has a FTA with Chile and Jordan.

The current wave of new regionalism appears to have arrived alongside a slow-down of progress in multilateral trade negotiations. International trade rounds were quite successful at the beginning, when dealing with the reduction of tariff and quantitative measures. However, as the trade agenda has widened to include new more sensitive issues (‘new areas’) such as subsidies, antidumping, technical regulations and services, the length and complexity of trade rounds have increased as well (see Table 1).

Table 2.1 Measuring the length of trade rounds
	NAME OF THE ROUND
	TRADE AGENDA
	DURATION

(NUMBER OF YEARS)

	GENEVA,ANNECY,TORQUAY,GENEVA,DILLON
	TARIFFS
	1

	KENNEDY
	TARIFFS+NON TARIFFS
	4

	TOKYO
	TARIFFS+NON TARIFFS
	6

	URUGUAY
	TARIFFS+NON TARIFFS
	8


Low tariffs have made the existence of different regulatory systems more visible and now the main trade concern is how to deal with domestic policies (subsides, technical regulations, product standards) and domestic regulatory measures (services and intellectual property rights) that can impact trade and investment flows and reduce market access. The ‘negative list’ approach used so far in addressing tariff and quantitative measures is unlikely to suit these new issues, which require deeper integration and some degree of harmonization (Hoekman and Kosteki, 2001). Deeper integration and regulatory harmonization are very hard to achieve multilaterally because in most cases they involve issues of a ‘bottom-up’ nature.

Against this background, RTAs are likely to be a more appropriate forum in which to address non-tariff measures. The restricted membership within an RTA presents the advantage of having a smaller number of players with potentially greater preference convergence. Thus RTA negotiations can proceed faster than multilateral ones, especially on issues that have a strong regional dimension and are politically sensitive, which is the case for many environment-related questions. Therefore, successful agreement at the regional level may facilitate the establishment of, and compliance with, multilateral agreements. The lack of progress at the WTO level on the regulation of ‘new areas’ for trade could even constitute an incentive for the creation of new RTAs (Urata, 2002). Going beyond the assessment of the immediate welfare effects of RTAs, recent studies therefore emphasize their specific contribution to the harmonization of rule-making with respect to these ‘new areas’.
In several areas most RTAs are not only ‘WTO-compatible’ but also ‘WTO-plus’ (OECD, 2003; Sampson and Woolcock, 2003). One such area is environmental regulation and protection. A question that needs to be addressed is whether RTAs compensate for the lack of progress at the WTO and whether they are successful in promoting the implementation of global environmental regulation.

If RTAs prove to be a better forum in which to deal with non-tariff and domestic regulatory barriers to trade compared to the multilateral system, there could be a better chance for more progressive environmental trade-related measures. In fact, a broad group of domestic polices aimed at protecting the environment may have an impact on trade and for this reason are particularly controversial (e.g. eco-labelling and food safety regulations, environmental standards) In these situations an international agreement would be desirable. Regulatory harmonization, which is on the agenda of many regional agreements, may be a first step in this direction. What then are the implications for the trade-environmental debate of the process of regional harmonization?

3. Global environmental problems: climate change
Climate stability can be viewed as a global ‘public good’ which means that there are few incentives for unilateral mitigation, because these can be frustrated by the opportunistic behavior (free riding) of other actors who would benefit from having cleaner air at zero cost. Hence, in order to be effective, climate change mitigation requires a global-cooperative solution. The foundations of an international approach to climate change were laid down by the UN Framework Convention on Climate Change in 1994. However, while the entry into force of the international climate agreement, the Kyoto Protocol, is still uncertain, different local climate approaches have now emerged. Whereas the EU is sticking to the Kyoto commitment irrespective of its ratification, the US is looking for more long-term strategies. 
Since regionalism has proved to be more far-reaching in its coverage of domestic measures and environmental regulations, might it also represent a reasonable opportunity for strengthening the credibility of controversial climate-related measures? Indeed, as greenhouse gas emissions (GHGs) relate to almost all human-economic activities, climate measures are likely to have trade effects. This is the case, for example, in energy efficiency standards based on processes and methods of production (PPMs) and of eco-labeling schemes which are likely to be questioned as disguised barriers to trade that discriminate against “like products”. Yet, trade frictions may be reduced by establishing international common measures and methodologies; to this end cooperation within the Kyoto framework in defining this kind of measure could reduce the scope of conflict within the multilateral trading system. However, as the Kyoto Protocol has yet to come into force RTAs, by requiring regional harmonization for example in product standards and technical regulations, can represent a ‘second best’ way to attain the same outcome. 
4. A sub-global approach to global issues: a paradox? 
We have seen that trade liberalization and climate change share the common characteristic of being global issues: in both cases, the first best solution would be a multilateral agreement. However both international trade and climate negotiations are progressing slowly.  The increasing tensions within multilateralism have been illustrated by the breakdown of the WTO Ministerial Meeting Seattle in 1999, by the failure in Cancun in 2003, by the withdrawal of US from the Kyoto Protocol and by the uncertainties surrounding the debate over the post-Kyoto architecture.
Paradoxically, it might be more realistic to aim for worldwide cooperation in a sequential way rather than in a large multilateral step. As regards trade liberalization, it is broadly accepted that regionalism is complementary to multilateralism and that it could suggest to the WTO how to deal with the controversial new issues such as investment, governmental procurement and regulatory measures on which it has limited experience. Since regional negotiations are easier and faster to conclude, the cooperative attitude on trade might even spillover to the environmental domain. Moreover, now that trade talks are going deeper, regional trade negotiations offer an opportunity to develop a more cooperative culture especially in the more sensitive issues where countries have often been more reluctant to make concessions due to fears of a reduced ability to protect their domestic preferences.
Environmental cooperation could also come about as a side-effect of regulatory harmonization. On the one hand, there is a risk of ‘regulatory regionalism’ of having several RTAs with heterogeneous regulatory systems: environmental concerns are deeply shaped by domestic preferences and thus RTAs might be seen as a ‘fortress’ in which to better protect local interests. On the other hand, regulatory harmonization and convergence is occurring not only within RTAs themselves but also across different regional blocks. Increasingly, harmonization is an important chapter in many trade agreements, especially when involving the EU. Being increasingly linked with each other, RTAs are more likely to pave the way for broader regulatory cooperation rather than close regulatory regionalism. Such a result could lower the frictions between trade and the environment, as there would be less criticism against environmental measures commonly established. 
By enhancing the opportunities for using environmental measures, regional trade agreements might be a more promising channel through which trade policies could have a positive impact on difficult topics such as climate change. This possibility will be investigated in the next section.
5. RTA and the environment

As regional integration has become extremely topical in the past decade, the focus of our research topic is the extent to which increasing regional integration will amplify or undermine the multilateral agenda with respect to environmental provisions.
Most RTAs follow the language of WTO rules, recognising the same broad principles and exemption clauses as the GATT
. Many contain language in their preambles recognising the need for environmental protection and the achievement of sustainable development objectives. However, they differ significantly in the institutional structure through which these principles are administered. Whereas in the WTO, provisions for environmental measures are integrated into the various agreements and addressed in Committees, in a number of RTAs the environment is also the subject of separate agreements on environmental co-operation. In addition, several RTAs that did not initially contain specific provisions on the environment have since created separate protocols or instruments to deal with the environment in general, or with specific environmental problems. 
The degree of harmonization arrived at varies, depending on the general motives underlying a given regional integration project, from trade facilitation to economic integration (Boas, 1999; OECD, 2003). RTAs can be broadly grouped into three ‘ideal types’ according to their scope and institutional characteristics along a continuum of vertical integration (see Figure 1) running from a pure trade motivation such as in APEC and ASEAN to a full incorporation of trade with environmental standards such as in the EU. 
In addition to the process of vertical integration within regions, RTAs are increasingly linked with each other, bringing about a parallel process of horizontal interaction (see Figure 1) across regions. As inter-block agreements are built on the previous integration experience of each RTA, they are likely to be wider in coverage and depth. Since they deal with new issues on which the WTO is lacking in experience, the main contribution they can bring to the multilateral regime is to provide a blueprint of how to address non-tariff barriers to trade. 
Inter-block agreements, by linking different RTAs, have the chance to bring about a process of regulatory convergence across different blocks. By encouraging the adoption of common standards that in the long run might become international standards, bilateral agreements may even pave the way for global agreement on environmental regulations. Since regulatory polices are important environmental polices, harmonization can bring about a positive contribution in terms of environmental protection. It is much easier to accept a measure which responds to criteria agreed regionally, rather than reflecting specific national provisions. 

In the next section we review vertical integration along three main types of RTAs (trade facilitation fora, free trade areas and customs unions, economic union, see also Table 4.1) and the process of horizontal interaction, giving some examples. 
Figure 1 Vertical integration versus horizontal interaction
            Vertical integration within RTAs                         Horizontal interaction across RTAs 
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5.1 Trading blocks: the continuum from APEC to the EU

Trade facilitation fora (e.g., ASEAN, APEC)
Trade facilitating RTAs such as APEC
  and ASEAN
 started as trade initiatives aimed at enhancing regional political stability and economic prosperity of their members. APEC cannot be strictly considered a trading block and its integration process is based on the concept of open regionalism. Although environmental protection was not a priority when APEC was originally established, sustainable growth has become a goal, at least in principle, and to some degree APEC has shown an interest in promoting the compatibility between trade and environmental policies (Yonghai et al., 2000). 
Being particularly concerned with economic growth, ASEAN founded its policies on the principle of ‘grow now, clean up later’ (Boas, 1999). Concerns for the environment emerged gradually and in 1994 ASEAN launched the Strategic Plan of Action on the Environment. In 2002 this was followed by the ASEAN Co-operation Plan on Transboundary Pollution.  Although not explicitly targetted at responding to climate change, it can be expected to have positive implication also in terms of GHGs reduction.
 

Compliance monitoring does not rely on binding rules and environmental cooperation is coordinated by three working groups on the environment. Yet, one of the first goals of the Plan is to enhance its 
institutional capacity in order to strengthen the environmental enforcement mechanism. ASEAN seems to be more EU-minded rather than NAFTA-minded since it has aspirations to harmonize different environmental policies and standards and it is in favour of undertaking joint actions. The ASEAN Plan seems to have overcome the original reluctance towards trade-environment links expressing at least the intention of coordinating trade and environmental policies: for example, recognizing the value of studying the environmental implications of AFTA.
 

Free-trade areas and customs unions with separate agreements on environmental co-operation (e.g. NAFTA and Mercorsur)

The North American Free Trade Agreement between the US, Canada and Mexico entered into force in 1994, just when the Uruguay Round was being completed. Therefore NAFTA contains provisions similar to the GATT/WTO, although it is more far-reaching when dealing for example with services, investment and environmental rules. A first commitment to promoting sustainable development is included in the Preamble of NAFTA: to this end the need for strengthening the development and the enforcement of environmental laws and regulations is explicitly recognized. The monitoring and implementation of environmental regulations has then been delegated to a specific side-protocol, the North American Agreement on Environmental Co-operation (NAAEC). 

NAFTA members have agreed on a sophisticated institutional set-up to ensure their environment-related obligations are respected. NAAEC has created the Commission for Environmental Cooperation (CEC) which, besides promoting environmental cooperation between the three countries, is in charge of investigating cases of lax or non-compliance that may ultimately be enforced through the use of trade sanctions. The CEC should also evaluate and monitor the environmental effect of NAFTA and of the bilateral agreements of its members. 

Although the NAAEC provides a unique institutional basis for effective, yet flexible compliance control, it is not openly aimed at developing common regional environmental regulations. Whereas the EU, Mercorsur (see below), and even ASEAN have required their parties to coordinate environmental measures, the NAAEC does not: the CEC has to ensure their enforcement, but each country remains free to choose the level of protection that best suits its domestic preferences. However, a de facto process of upper harmonization towards US levels is occurring (Sampson and Woolcock, 2003).
NAAEC institutions and approaches are then replicated in the bilateral agreements of NAFTA members, for example the bilateral Canada-Chile agreement and the bilateral Canada-Costa Rica agreement. 

Mercorsur, the customs union between Argentina, Brazil, Paraguay and Uruguay was established in the 1991 by the Tractado de Asuncion
 (Onestini, 1999) with the ultimate goal of accelerating the social and economic development of its members and increasing their participation in the world economy. This is to be achieved through deep integration along European Union lines rather than the NAFTA model. 

Despite the stated ambition of pursuing economic growth in a sustainable way,
 a separate environmental agreement, the Acuerdo Marco sobre Medio Ambiente del Mercorsur, was reached only later in 2001.
 Contrary to sophisticated environmental structure of NAFTA, Mercorsur does not have rigorous environmental institutions: environmental actions are managed and coordinated by the Environmental Working Group of the Common Market (SGT6) and by the Reunion de Ministros de Medio Ambiente, established in 2003. Controversies that arise between Mercorsur Parties as to the implementation and interpretation of environmental provisions have to be resolved within the Mercorsur system of resolution as outlined in the Protocol de Brasilia para la Solución de Controversias, 1991.

The reciprocity and the complexity between the trade and environmental policies are openly acknowledged by the environmental agreement of Mercorsur. The Preamble recognizes that trade and environmental policies must be complementary and not substitutes because trade liberalization, if wisely managed, can be good for the environment. Moreover, environmental policies have to be neither restrictive nor distorting for trade in goods and services. 
Economic unions with integrated environmental dimension (i.e., European Union)
In the context of a more politically integrated entity, the EU offers the most comprehensive coverage of the trade-environment linkage. In 1985, the Single European Act (SEA) integrated Community environment policy into the Treaties (Art. 175, TEC). Since then, protection of the environment has become one of the Union’s central policy objectives. It is included in the Community’s principles and tasks (Art. 2, 3 TEC) and must be taken into account in all Community policies including trade (Art. 6 TEC). In contrast to the WTO framework, environment no longer has the status of an exception which must be positively argued for within strict constraints, but is “a competing or co-equal policy in its own right” (De Burca and Scott, 2000). 

In contrast to other Community policies such as trade, the EU competence in environment is not exclusive but the responsibility is shared with the member states. The EU has set up a system of common standards and binding norms that can be enforced by the European Court of Justice. Directives are the major legislative instrument used to translate European environmental objectives into concrete national policies and measures. In fact, EU environmental legislation is very broad and covers more than 300 items, dealing with every aspect of environmental policy (UNEP, 2000). 
EU sustainable trade is an emblematic example of trade-environment integration. The trade-environment link is addressed not only within environment policy, but all Community policies should be integrated with the environmental dimension. 
To conclude, can RTAs be said to contain environmental provisions that are more far-reaching than those defined multilaterally by the WTO? As summarized in the Table 4.1, not only have RTAs broadly covered the topic, but they have raised the status of environmental protection from a mere exception, as is the case in the WTO, to a goal per se that deserves a specific agreement or a protocol. All RTAs here analysed have institutionalized concerns for the environment only as a secondary consideration: therefore it can be inferred that the cooperative attitude on trade has enhanced the willingness to cooperate also on other items such as environmental protection.
Table 4.1 Environmental provisions in trading blocks

	DESCRIPTION


	ASEAN
	MERCORSUR
	NAFTA
	EU

	DATE OF ESTABLISHMENT
	1967
	1991
	1994
	1958



	MEMBERS
	Indonesia, Malaysia, the Philippines, Singapore, Thailand,  Brunei, Vietnam, Laos, Myanmar, Cambodia
	Argentina, Brazil, Paraguay, Uruguay
	United State, Canada, Mexico
	Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Luxemburg, Netherlands, Portugal, Spain, Sweden, United Kingdom + 10 new member states

	ENVIRONMENTAL PROVISIONS
	ASEAN Strategic Plan of Action on The Environment, 1994-1998
	Acuerdo Marco sobre Medio Ambiente, 2001
	NAAEC North American Agreement on Environmental Cooperation, 1994
	Art. 175 TEC, 1985

	INSTITUTIONS  FOR THE ENVIRONMENT
	Three Working Groups, one on MEAs
	Environmental Working Group of the Common Market Group (SGT 6)
	Commission for Environmental Cooperation – Council, Secretariat, Joint Public Advisory Committee.
	The Council of Ministers, the European  Parliament, the European Commission, the European Court of Justice

	CLIMATE CHANGE POLICY
	ASEAN Strategic Plan of Action on Transboundary Pollution 2002
	National measures
	National programs
	The common and co-ordinated climate change polices + national policies

	UNFCCC MEMBERSHIP
	Indonesia, the Philippines, Singapore, Myanmar, Cambodia, Malaysia, Thailand, Vietnam, Laos
	√
	√
	√

	KYOTO MEMBERSHIP
	Malaysia, Thailand, Vietnam, Laos, Cambodia
	√
	Mexico, Canada
	√


5.2 Inter-block agreements: enhancing environmental provisions?

So far we have seen how individual trading blocks have dealt with the environment in specific and separate agreements. Increasingly today, we see bilateral regionalism as defined above (see section 2) suggesting a trend towards multidimensional agreements addressing different items such as trade liberalization and environmental protection simultaneously. One reason for this is the greater complexity of the new trade issues. While tariffs and quantitative measures could easily be brought down by the ‘negative list’ approach, in order to address non-tariff measures harmonization and deeper integration are required (Hoekman and Kostecki, 2001). A second reason is that most inter-block agreements involve countries that have already had a regional integration experience at home.

Bilateral agreements established by the EU tend to share similar structures, irrespective of whether the trading partner is a candidate country or an overseas partner. Indeed, the same pattern has been observed in different types of agreements (See Table 4.2). 
     Table 4.2 Environmental provisions in the inter- block agreements

	
	EU-CANADA
	EU-CEECs
(Europe Agreements)


	EU- MERCORSUR
	EU-RUSSIA
	CANADA-CHILE

	START OF NEGOTIATIONS
	1976
	From 1990s
	1995
	1997
	1997

	NOTIFICATION TO THE WTO
	NO
	OK
	NO
	NO
	OK

	TYPE OF AGREEMENT
	Framework Agreement for Commercial and Economic Cooperation, 1976

Partnership Agenda and Trade And Investments Enhancement Agreement (TIEA), 2004
	FTA o services agreement
	Interregional Framework Co-operation Agreement
	PAC (Partnership and Cooperation Agreement)
	FTA

	ENVIRONMENTAL PROVISIONS
	Economic Cooperation, 1976

TIEA, sustainable development; Partnership Agenda, Cooperating on global and Regional Challenges,  2004
	Economic cooperation, 1990s


	Economic cooperation, 1995
	Economic cooperation, 1997
	CCAEC, side agreement, 1997

	REGULATORY COOPERATION
	OK
	OK
	OK
	OK
	NO


Besides trade liberalization that in most cases covers services, investment, government procurement and intellectual property rights, other areas of cooperation such as financial, institutional, cultural, scientific and economic cooperation are also envisaged. 
Environmental cooperation usually falls within the chapters dealing with economic cooperation, but the degree of detail varies from case to case. While EU-Mercorsur does not address specific environmental problems, the Europe Agreements
 and the Partnership Cooperation Agreement with Russia (PCA) are more comprehensive and do make specific commitments. The Europe Agreements asked former candidate countries
 to strengthen their cooperation in combating urgent environmental problems such as climate change. The ongoing EU-Russia negotiations have explicitly called for harmonizing environmental standards and regulations; among the main problems to be confronted is global climate change. The PCA recommends a sustainable and efficient production and use of energy.
 The Joint Work Program in 2002 to tackle the environment strengthened the commitment towards climate change and explicitly foresaw GHGs reduction in the context of the Kyoto Protocol.
  
In the EU-Canada relations the first commitment to environmental protection was made in the Framework Agreement for Commercial and Economic Cooperation in 1976, in the chapter on economic cooperation. The EU-Canada Partnership Agenda and TIEA in 2004
  has enhanced and strengthened the original agreement by adding more specific provisions on environmental cooperation. The Partnership Agenda has a specific section addressing Cooperation on Global and Regional Challenges.  Within this context, the importance of environmental cooperation is acknowledged and the EU and Canada have committed themselves to work together in order to bring the Kyoto Protocol into force. The EU-Canada trade initiative (TIEA) also addresses sustainable development and it requires cooperation on environmental regulations.
The Chile-Canada relationship has a completely different structure, which however reflects the NAFTA approach. As NAFTA has a side environmental agreement (NAAEC), symmetrically CAFTA came along with the Canada-Chile Agreement on Environmental Co-operation (CCAEC). It must be said that the environmental institutions of the CCAEC are advanced when compared to the EU bilateral agreements with non candidate countries
 which do not tend to set up specific environmental bodies. CCAEC relies on activities of the Commission for Environmental Cooperation and the enforcement mechanism, different from NAAEC, is based on more cooperative solutions instead of on the use of trade sanctions. 
A common characteristic of most RTAs is the recognition of the value of information exchange, technical assistance, capacity building, training and education as fundamental practices aimed at increasing the perception of environmental challenges and thus at creating a more favorable context for environmental cooperation. 
Against this background, can inter-block agreements be said to be capable of enhancing environmental provisions? What is significant is the approach by which bilateral trade liberalization has addressed environmental protection. Whereas individual RTAs have originally limited regional cooperation to trade and extended it to the environment only later, inter-block agreements have simultaneously addressed heterogeneous items using the same cooperative approach. Moreover, inter-block agreements did lay the ground for a gradual process of regulatory convergence across different blocks. In the EU bilateral agreements, regulatory cooperation or legislative approximation is often an outspoken goal (Table 4.2). NAFTA in principle rules out the harmonization of environmental standards and regulations; however an internal de facto convergence towards the US levels is taking place (Sampson and Woolcock, 2003). 
6. Conclusions
A motivation for this study has been to assess the implications of any shift away from multilateral to regional trade agreements for the trade/environment interface. The recent failure at Cancun has raised fears that ‘competitive liberalization’ might undermine progress at the multilateral level. The world trade system can be thought of as a four-wheeled vehicle, in which the multilateral route represents one wheel, the regional and sub-regional route represents another while the unilateral and bilateral routes represent the other two.  Essentially, in this vision the vehicle performs best when all four wheels are driving forward together, while progress can probably still be made when one wheel is out of action. This is particularly true now that the trade agenda has deepened so as to include domestic regulatory measures on which the WTO has a limited experience and on which global cooperation is much more difficult than it was for tariff reduction. Rather, RTAs seem to be a ‘better’ forum in which to address these measures, enhancing the chances for more progressive environmental trade-related measures. 
Going back to the questions mentioned at the outset, the evidence on RTAs provided here allows us to conclude that RTAs do seem to amplify the multilateral environmental agenda. First of all RTA members seem to be more able ensure environmental protection and in most cases have shown a higher degree of attention to environmental issues compared to the WTO. In particular in three clear areas RTAs have actually gone beyond the multilateral trading system in the sense of including provisions preventing the relaxation of domestic environmental laws and the enforcement of those laws; in defining the relationship between multilateral environmental agreements and the RTA; and in requiring each party to periodically prepare and make publicly available a report on the state of its environment. 

As regards different ways of addressing environmental protection, individual trading blocks such as ASEAN, Mercorsur and the EU have gradually extended regional cooperation from trade towards to the environment by adding a side protocol or agreement dealing specifically with environmental protection. Contrastingly, most inter-block agreements have encompassed trade liberalization and environmental protection simultaneously, in the same agreement. Only the Canada-Chile free trade area relies on a side agreement which was however established along with the trade agreement, exactly following the NAFTA approach.
The fear of ‘regulatory regionalism’ does not seem a real one and RTAs can reasonably be expected to represent a ‘stepping stone’ towards multilateral agreements. Regulatory cooperation is of increasing interest not only within individual RTAs, but the process of vertical integration is paralleled by growing  horizontal interactions across regions which in the long run might lead to a convergence between different regulatory systems. Since significant environmental policies that promote the reduction of GHG emissions are regulatory measures (e.g. energy efficiency standards, energy labelling schemes) harmonization can contribute to a global response to climate change by encouraging, in a ‘bottom-up’ fashion, the adoption of common standards that in the long run may yet become international standards.

In this process of promoting regulatory cooperation, the EU is playing a leading role. How far the political stance of the EU in promoting sustainable trade and regulatory harmonization will go is the real issue. European member states have discovered that operating with a unified position can strengthen their bargaining power. What may be of interest is whether the deepening of regional integration which is occurring in other regions such as ASEAN and Mercorsur might have the same external effect that it had in the EU case. These regions do seem to look at the EU as an example to be emulated. If the EU model of pooling national strengths can succeed, multilateral regimes could find it easier to progress, in the long run. As regards both environmental and trade issues, it might become easier to negotiate when fewer actors are playing on the negotiating stage. 
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Box 2.1 Type of regional integration





From the establishment of the first trade agreement, the GATT in 1947, the multilateral trading system accepts preferential trade agreements that meet the criteria set out in GATT Art. XXIV and in GATS Art.V. RTAs can  choose the following configuration:


Free trade area: trade restrictions are removed within the group but each member retains its own tariff structure towards non members.


Customs Union: a free trade area with a common external trade policy.


Common market: a custom union which also allows for free movement of factors of productions


Economic Union: a common market which also adopts common macroeconomic policies and harmonizes national policies of member states.





Source: Hoekman and Kosteki, 2001 and Urata, 2002. 








� Either in own wording (i.e., EFTA) or with direct reference to GATT Art. XX b, g (i.e. in bilateral US and Canadian agreements).


� Forum for Asian-Pacific Economic Co-operation. Established in 1995 it brings together Brunei, Indonesia, Malaysia, the Philippines, Singapore, Thailand, Vietnam, Laos and Myanmar and…


� Association of South-East Asian Nations. Established in 1968, it comprises Brunei, Indonesia, Malaysia, the Philippines, Singapore, Thailand, Vietnam, Laos and Myanmar.


� The Plan primarily addresses air pollution related to agricultural bad practices and forest management. ASEAN Cooperation Plan On Transboundary Pollution


<http://www.aseansec.org/8938.htm>


� Strategic Plan of Action on the Environment 1994-1998


<Http://www.aseansec.org/8950.htm>


� Its institutional structure was defined later in 1994 by the Protocolo de Ouro Preto. The decision-making body consists of the Southern Market Council (CMC), the Commerce Commission (CCM) and the Common Market Group (GMC). The latter is the executive body and it was originally made up of ten Working Groups (Subgrupos de trabajo- SGT). 


� The Preamble of Tratado de Asuncion establishing the Southern Common Market recognizes that the objective of accelerating the social and economic development of its members “…must be achieved by making optimum use of available resources, preserving the environment, improving physical links…”.


� The Decision n.2/2001 of the Council of Common Market (CMC) established the Acuerdo Marco sobre Medio Ambiente del Mercorsur. 


� Europe Agreements were signed with Bulgaria, the Czech and Slovak Republics, Estonia, Hungary, Latvia, Lithuania, Poland, Romania and Slovenia. European Commision, 2004. Bilateral Trade Relations. Candidate Countries. <http://europa.eu.int/comm/trade/issues/bilateral/regions/candidates/index_en.htm>


� At the moment the remaining candidates that have a Europe Agreement with the EU are Romania and Bulgaria. 


� PCA, Art. 69


� However, the most recent EU-Russia negotiations have moved backward and Russia’s ratification of the Kyoto Protocol remains uncertain.


� The EU-Canada Partnership Agenda of 2004 is based on the former agreements and it was launched alongside the framework for the Trade and Investment Enhancement Agreement (TIEA), which deals more specifically with trade liberalization.


� Candidate countries having bilateral agreements with the EU, except Bulgaria and Romania, are now new Member States and therefore share the complex system of European environmental regulations and institutions. 
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