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The environment does need to be protected. But not from trade
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THE long battle for free trade must be waged against many enemies, whether protectionists, trade unionists, would-be monopolists or even some economists. A newish troop of combatants has become one of the noisiest: environmentalists. When government leaders gather in Seattle in late November to launch a new push for trade liberalisation under the auspices of the World Trade Organisation, much attention is sure to be paid to the massed ranks there of green demonstrators, shouting loudly that free trade in general, and the WTO in particular, are ruining the global environment.
As a general statement, this claim is plain wrong. Far from damaging the environment, trade is often the best way to improve it. Yet green views cannot be ignored. Across the world, support for free trade remains shallow, and voters everywhere put an increasingly high priority on the environment. Greens are in government in France and Germany; they weigh heavily in other countries, not least in America’s Congress, which must approve trade liberalisation. 
Besides, some green concerns have a genuine enough basis. Protecting the environment is as legitimate a goal as free trade. And in some specific cases, trade can indeed damage the environment, as the WTO concedes for the first time in a forthcoming report obtained by The Economist (see article). Yet in such cases the right response is to tackle the root cause of the environmental damage—and not to stop trade. 
For richer, for cleaner
All this makes it doubly important to explain why trade generally benefits the environment. The reason is that it boosts economic growth. As people get richer, they want a cleaner environment—and they acquire the means to pay for it. Granted, trade can increase the cost of the wrong environmental policies. If farmers freely pollute rivers, for instance, higher agricultural exports will increase pollution. But the solution to this is not to shut off exports: it is to impose tougher environmental laws that make polluters pay.
Environmentalists retort that free trade itself prevents countries from doing this. Producers complain about “unfair” competition from countries with laxer standards. This causes a race to the bottom, as governments are forced to set lower environmental standards for fear of seeing jobs move abroad. Yet it is not at all unfair for countries to choose different levels of environmental protection—it is, rather, an important part of their competitive advantage.
In any case, the costs to business of environmental laws are smaller than is often thought—and they fall over time as greener technologies spread. America’s Census Bureau finds that even the most polluting industries spend no more than 2% of their revenues on abating pollution. Moreover, such costs are offset not just by other advantages such as good infrastructure or a skilled workforce, but by gains from a green reputation. For all the talk of a race to the bottom, no governments are rushing to lower environmental standards. 
But, greens fret, the WTO may still get in the way of desirable policies. When America banned imports of tuna caught in ways that drown dolphins, Mexico protested to the GATT, the WTO’s predecessor. More recently, America’s ban on shrimp from countries that use nets which trap turtles was contested by four Asian countries. Both times, America was found to be violating world trade law.
Proof that the WTO stops environmental protection? No. WTO rules decree simply that countries should protect the environment in ways that do not discriminate because of the way something is produced. This is a valuable principle. The big gains from trade stem from taking advantage of countries’ differing production methods; to ban such differences would create open season for all protectionists. The right way to deal with people’s desire to eat turtle-friendly shrimp, hormone-free beef or whatever is not to impose one country’s values on another: it is to label the products appropriately. Consumers, not governments, can then choose what they eat—and trade can remain free.
Green dilemmas
The trickiest problems over trade and greenery are cases when pollution or other damage spills from one country to another. American factories cause acid rain that poisons Canadian forests; Indian ones pollute the Ganges, ruining rice paddies in Bangladesh. Such problems are best resolved by making the polluter pay: America should tax sulphur-dioxide emissions or compensate Canada for the costs of acid rain. But what if America refuses? WTO rules stop Canada from imposing trade sanctions on America.
Global problems, such as ozone depletion or global warming, can impinge on trade too. These require global agreements, yet each country has an incentive to free-ride on others’ efforts. There might even be cases where the threat of trade sanctions is needed to enforce such agreements. Yet if a country, especially a non-signatory to such a pact, were actually hit by sanctions, it would have a strong case at the WTO. 
The broad answer remains that such disputes are about the environment and not about trade. They do not belong at the WTO, which has neither the expertise nor the legitimacy to adjudicate on them. Asking it to arbitrate undermines its credibility, damaging its first priority of enforcing free-trade rules. 
One problem is that the WTO is seen as the only game in town. Its dispute-settlement mechanism is uniquely binding, tempting greens to use it to pursue their own aims, in quarrels that are not really about trade at all. There is a case for a separate body—call it the World Environment Organisation—to tackle such disputes instead. 
In the meantime, governments in Seattle could indeed do much to help the environment. Barriers to trade in environmental services should be scrapped; so should subsidies to polluting energy industries, to farmers and to fishermen. Above all, though, if trade is made freer, the world will get richer—and that is the surest way to make it cleaner too.
