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Chapter 7

trade wars

In July 1999, the U.S. government decided to get tough with
the countries of the European Union (EU), slapping 100-
percent tariffs on $116.8 million worth of European imports,
including fruit juices, mustard, pork, truffles, and Roquefort
cheese. The European offense was its refusal to revoke a ban
on the import of meat treated with growth hormones—a
refusal that defied a World Trade Organization (WTO) rul-
ing that the ban was an unfair barrier to U.S. and Canadian
beef exports. The EU insists the ban is not an intentional
trade barrier at all, but only a prudent response to public
concern that eating hormone-treated beef might cause can-
cer and other health problems. As of December, the EU had
refused to back down.1

The U.S. sanctions were greeted with widespread 
consternation in Europe, particularly in France, where a 
number of McDonald’s restaurants were targeted for
protests. In a symbolic tit-for-tat, the mayor of the 
French village of St. Pierre-de-Trivisy, in the heart of Roque-
fort cheese country, decided to retaliate by doubling 



restrictions promote least-common-denominator policy-
making—adoption of policies that are weak enough to be
acceptable to the least environmentally protective member
countries. The worry is that vested interests will exploit any
scientific uncertainty surrounding a protective law (and in
science, there are always uncertainties) as a reason to limit
preventative environmental action.4

The need for such action is embodied in the precaution-
ary principle—a basic tenet of international environmental
law that is steadily gaining ground. The Rio Declaration on
Environment and Development, for example, which was
agreed to at the June 1992 Earth Summit, declares that:
“Where there are threats of serious or irreversible damage,
lack of full scientific certainty shall not be used as a reason
for postponing cost-effective measures to prevent environ-
mental degradation.” The WTO’s provisions, on the other
hand, require that health and safety laws be based on scien-
tific principles and not be maintained with insufficient scien-
tific evidence. Although on the face of it these requirements
sound reasonable enough, in practice countries often dis-
agree about how much evidence is “sufficient” to justify pre-
ventative measures. The WTO shifts the burden of proof—in
effect requiring that chemicals and other food additives be
proved harmful before their use can be restricted. The prob-
lem with this approach is that extensive testing, sometimes
over a period of years, is required to know if a substance has
long-term cumulative effects that might cause cancer, dam-
age to the immune system, or other serious ailments.5

As the Uruguay Round of trade negotiations was wrap-
ping up in 1993, the European Community and the United
States were already embroiled in a dispute over a European
law that forbids the sale of meat produced using growth hor-
mones—the dispute that is only now coming to a full boil.
Since it went into effect in the late 1980s, the law has always
applied equally to domestically raised and imported live-
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the price of Coca-Cola sold at the town’s campground and
recreation center.2

This fierce transatlantic food fight is emblematic of a new
kind of global trade conflict, in which health and environ-
mental laws, rather than traditional trade issues such as tar-
iffs, quotas, and the dumping of commodities like steel or
wheat, are now at stake. The collision between the push for
freer trade and an array of environmental laws implemented
over the last several decades has spurred activists from
around the world to sharply challenge the WTO’s right to
stand in judgment on national laws. Under pressure, policy-
makers are beginning to contemplate environmental modifi-
cations to the rules of world trade. But the campaign to
“green” the WTO will likely be long and hard-fought.

FOOD FIGHTS

The accord that created the World Trade Organization
included provisions that impose new restrictions on laws
designed to protect human, animal, and plant health. Trade
specialists had argued that legislators were passing disingen-
uous laws that lacked a scientific rationale, with the prima-
ry goal of keeping foreign products off their shelves. In order
to prevent this kind of presumed interference with free
trade, the Sanitary and Phytosanitary (SPS) Measures agree-
ment encourages countries to harmonize a range of relevant
standards at the international level. Food safety require-
ments are high on this list.3

Although the agreement permits countries to maintain
national laws that are tougher than international standards,
it places sizable legal hurdles in their way if they choose to
do so. For instance, if an environmental law is challenged,
the country defending the law must demonstrate that it is
scientifically justified and based on risk assessment. Envi-
ronmentalists and consumer groups argue that the new
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South Korea, are now following suit. A large share of food
products made by U.S. companies—breads, salad oils, and
ice cream, among them—now contain GMOs. Many Euro-
pean producers, in contrast, are steering clear of GMOs in
the face of public concern. U.S. companies complain that the
labeling requirements amount to trade barriers, and the U.S.
and Canadian governments are now making this same point
at the WTO and in other international forums.8

U.S. companies are also frustrated that the EU and much
of the rest of the world have been slow to grant approval for
the sowing of many varieties of genetically modified seeds,
or the sale of crops grown from them. U.S. agribusiness has
seen multimillion-dollar markets largely dry up as a result.
U.S. exports of corn to Europe have virtually ceased, as
genetically modified corn cannot be reliably separated from
conventional varieties. The situation does not appear likely
to change anytime soon. EU environment ministers agreed
in June 1999 to a moratorium on new approvals while the
EU’s law governing the approval of GMOs is revised, a
process that is likely to take two years or more.9

As in the beef hormone case, the U.S. government main-
tains that restrictions on GMOs violate WTO rules because
hard scientific evidence of adverse health and ecological
effects is lacking. The EU and various countries dispute this
view, maintaining instead that labeling requirements and
other policies are a prudent response to a new technology
that has potentially large health and ecological effects that
are still clouded by scientific uncertainties. These countries
emphasize that the precautionary principle dictates proceed-
ing with caution until more is known. Labeling, in particu-
lar, seems to many people around the world to be a
reasonable response to consumer concerns. Many citizens
view efforts to frustrate labeling laws as a profound threat to
a consumer’s “right to know.”10

In February 1999, a proposed “biosafety” protocol to the
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stock, and has thus passed the WTO’s bedrock test of
nondiscrimination. The EU maintains that the ban is not an
intentional trade barrier, but a prudent response to public
concern that eating hormone-treated beef causes cancer and
reproductive health problems. A number of studies suggest
that the public concern may be justified. But the hormone-
hooked U.S. livestock industry was threatened by the ban, 
as it blocks hundreds of millions of dollars worth of U.S.
beef exports. The industry prevailed on the U.S. government
to take up its cause at the WTO. The SPS agreement provid-
ed added ammunition for this long-standing U.S. campaign
to use international trade rules to overturn the disputed
European law.6

This effort led to a February 1998 WTO appeals panel
ruling, which upheld an earlier dispute panel ruling that the
European law violated WTO rules. The panelists’ prelimi-
nary argument was that the law was based on inadequate
risk assessment. They explicitly rejected the EU’s defense
that the import restriction was justified by the precautionary
principle. Environmentalists were aghast at the decision.
The U.S. consumer group Public Citizen charged that
“through the dispute over hormone-treated beef, the WTO
inappropriately inserted itself as a major arbiter of domestic
health and safety policy. The WTO’s beef hormone decision
undermines countries’ democratic prerogatives to safeguard
their citizens’ health and well-being.”7

The beef hormone controversy is widely viewed as just a
warm-up for a more serious trade controversy now brewing
over genetically modified organisms (GMOs). Once again,
the European Union and the United States are the primary
antagonists. Prompted by public concern over the uncertain
health and ecological effects of GMOs, the EU passed legis-
lation in 1998 requiring all food products that contain
genetically modified soybeans or corn to be labeled as such.
Several other countries, including Australia, Japan, and
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determining that Mexicans were fishing for tuna by a con-
troversial method known as “setting nets on dolphins.” For
reasons that are not fully understood, dolphins and tuna
tend to swim together in the eastern tropical Pacific Ocean.
Fishers use the dolphins as markers for the tuna below. They
set enormous purse-seine nets on schools of dolphins,
bringing up tuna but also trapping dolphins in the process.
In 1972, the original MMPA had sharply curtailed this prac-
tice for U.S. fishers by mandating tight restrictions on
marine mammal mortality as a byproduct of commercial
fishing. The results were dramatic: the number of dolphins
ensnared by the U.S. tuna fleet fell from 368,600 in 1972 to
under 10,000 in 1983.14

But dolphin advocates noticed a disturbing trend—for-
eign fishing boats began to account for a growing share of
the tuna fleet in the eastern tropical Pacific, many of them
formerly U.S. fishers who had simply reflagged their vessels
in foreign ports. In order to prevent imports of foreign-
caught, dolphin-deadly tuna from subverting the purpose of
the law, the U.S. Congress amended the MMPA twice during
the 1980s to impose restrictions on imported tuna compara-
ble to those that applied to the U.S. fleet.15

In concluding that the tuna embargo breached current
trade rules, the GATT panelists emphasized a key though
controversial distinction between import restrictions aimed
at the characteristic of products themselves and those keyed
to production processes. They decreed that the U.S. law was
illegal under GATT because the United States was rejecting
the process by which the tuna were harvested rather than
the tuna itself. Although GATT, and later the WTO, contains
a specific provision that ostensibly protects the right of
countries to pursue environmental protection policies that
might otherwise contradict trade rules, the panelists ruled
that this environmental exception pertains only to efforts by
countries to protect the environment within their own bor-
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biological diversity convention was the first major victim of
the burgeoning international trade war over GMOs. Negoti-
ations under way for a few years had been aimed at putting
in place a system of prior consent for the transport of genet-
ically engineered seeds and products. The talks were sched-
uled to wrap up in Cartagena, Colombia, in February, but six
major agricultural exporters—Argentina, Australia, Canada,
Chile, the United States, and Uruguay—put a monkey
wrench into these plans by blocking adoption of the accord.
One of the main U.S. arguments against the protocol was a
claim that its provisions ran counter to the rules of the
WTO. As of December 1999, negotiators were still hoping to
bridge the differences.11

Trade tensions over GMOs have also been simmering
over the last few years within WTO committees. The issue is
likely to receive more prominent treatment soon. Both the
United States and Canada are pushing for it to be explicitly
included on the agenda for future trade talks. And officials
on both sides of the Atlantic are warning that the GMO issue
could soon provoke a full-fledged transatlantic trade war.12

THE TUNA-DOLPHIN CHALLENGE

The aggressive U.S. stance against the EU’s food safety laws
is somewhat surprising, given that several of the nation’s
own environmental laws have also run afoul of world trade
rules in recent years. In fact, widespread public concern
about the environmental impact of the General Agreement
on Tariffs and Trade (GATT)—the WTO’s predecessor—was
sparked in September 1991 by a GATT ruling against an
embargo on Mexican tuna imposed under the U.S. Marine
Mammal Protection Act (MMPA). This ruling raised wide-
spread concerns that world trade rules will pose a barrier to
effective action to protect global environmental resources.13

The United States imposed the trade restriction after
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ruled GATT-illegal. This clash between two different spheres
of international law presented the world with a major legal
challenge, as it is not always clear which agreement trumps
the other in cases where two treaties are in conflict.18

It was thus somewhat ironic that the panelists further
argued that the lack of an international agreement on dol-
phin protection practices in tuna fishing was one of the fac-
tors that made the U.S. import restriction suspect. Although
coordinated international action to combat shared environ-
mental threats is imperative, the process of reaching con-
sensus can take years and even decades—time the world can
ill afford in the face of accelerating, potentially irreversible
ecological decline. At the time the U.S. import restrictions
were imposed, nations had been trying for years to reach an
agreement on dolphin-friendly fishing practices through the
Inter-American Tropical Tuna Commission (IATTC). Twen-
ty years after the United States first adopted dolphin-protec-
tion legislation, the IATTC finally reached an agreement in
early 1991 requiring observers on boats and reduced dol-
phin mortality rates. But Mexico refused to participate at
that time.19

In contrast to the notoriously slow pace of multilateral
diplomacy, unilateral trade restrictions often generate quick
and decisive results. In the case of the tuna-dolphin restric-
tions, several countries—including Ecuador, Panama, and
Vanuatu—responded to the import restrictions by taking
steps to limit dolphin mortality in tuna fishing. As “dolphin-
safe” tuna fishing began to take off worldwide, reported dol-
phin mortality in the eastern tropical Pacific plummeted,
falling from 133,000 in 1986 to less than 2,000 in 1998.20

Although unilateral trade restrictions are often derided as
inimical to multilateral cooperation, they can in fact be an
important tool for promoting stronger and more effective
international accords. The tuna-dolphin controversy is a
case in point. The 1991 decision was never formally adopt-
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ders. Because the Mexican tuna fishing took place outside of
U.S. waters, the panelists viewed the embargo as tantamount
to the United States foisting its environmental laws and val-
ues on the rest of the world. This point of view resonated
with many people, particularly in the developing world,
who looked to the rule-based GATT as a check on the U.S.
tendency to wield its economic power unilaterally.16

But the decision exposed some glaring inconsistencies
between the rules of the world trading system and emerging
international environmental principles and practices. The
trading system’s aversion to process-related trade restrictions
struck many people as particularly arbitrary, as environmen-
tal policy is moving increasingly toward focusing on 
the environmental impacts of products throughout their 
life-cycle—including production, distribution, use, and dis-
posal. Gold or timber may be harmless or beneficial as prod-
ucts, for example, but enormously costly to human or
environmental health in the ways they are processed, with
gold extraction leaching cyanide into groundwater, and
clearcutting reducing vast swaths of primary forests to
wastelands. Reform of extraction and manufacturing
processes is essential to making real environmental
advances, yet trade rules put up a sizable hurdle to pursuing
such efforts in a world economy that is becoming steadily
more integrated.17

Also worrisome was the ruling’s failure to acknowledge
the right of countries to take action to protect the atmos-
phere, the oceans, and other parts of the global commons—
a failure that raised questions about the legality under GATT
of an array of environmental policies. What would become
of policies aimed at reducing the use of harmful drift nets in
fishing, protecting primary forests, or staving off ozone
depletion or global warming? By the panel’s reasoning, it
seemed that even provisions of international environmental
agreements designed to protect global resources could be
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offers improved protection for dolphins and the broader
marine ecosystem. Many supporters of the law have also
expressed a preference for internationally accepted solutions
over unilaterally dictated policies.23

OF SHRIMP AND TURTLES

Despite the furor over the tuna-dolphin decision, in 1998 the
WTO ruled against a U.S. measure aimed at reducing unin-
tended sea turtle mortality as a byproduct of shrimp trawling.
Sea turtles are both extremely endangered and highly mobile,
making international action to protect them a high priority.
The provisions of the U.S. law in question closed the lucra-
tive U.S. shrimp market to countries that do not require their
shrimpers to use turtle excluder devices (TEDs)—simple but
highly effective pieces of equipment that prevent turtles from
getting ensnared in shrimp nets—or that do not have com-
parable policies in place. Spurred by the threat of U.S. trade
restrictions, 16 nations (13 in Latin America plus Indonesia,
Nigeria, and Thailand) have by now moved to require the use
of TEDs. India, Malaysia, and Pakistan chose a different tack,
however, deciding to launch a WTO challenge rather than
meeting the U.S. requirement. (Thailand joined them in this
effort as a matter of principle, even though it had adopted
TEDs.)24

Although the environmental effectiveness of the U.S. law
was clear, both the initial WTO dispute resolution panel and
a subsequent appeals panel concluded in 1998 that the mea-
sure violated WTO rules. The legal reasoning of the appeals
panel was an improvement over earlier rulings, as it
acknowledged that countries may in some circumstances be
justified in using trade measures to protect global resources.
But the panel nonetheless took issue with the way in which
the U.S. law had been implemented, arguing that it was
applied in an arbitrary manner that failed to treat countries

Trade Wars 121

ed by the GATT Council, as Mexico and the United States
joined forces at GATT to prevent this from happening. (Nei-
ther country wanted to create a political firestorm in the
midst of efforts to get the North American Free Trade Agree-
ment approved by the U.S. Congress.) A subsequent similar
ruling in 1994 on a case brought by the European Commis-
sion was also never formally adopted. But the controversy
over these cases did spur both countries to get serious about
reinvigorating negotiations through the IATTC, leading to a
binding agreement in February 1998 on an International
Dolphin Conservation Program among eight countries
whose vessels fish in the eastern Pacific Ocean.21

Signatories to this agreement, among them both Mexico
and the United States, agreed to a range of provisions,
including binding limits on dolphin mortality in the region;
mandatory observers on all vessels to monitor the agree-
ment; reductions in the unintended “bycatch” of sharks,
billfish, and juvenile tuna in addition to sea turtles; and sus-
tainable catch quotas for tuna. In return for these commit-
ments, the United States pledged to lift the tuna embargo for
all participating countries. To honor this promise, the
administration worked with its allies in Congress to amend
the U.S. law to bring it into conformity with the Interna-
tional Dolphin Conservation Program.22

Some environmental groups bitterly criticized the
changes as a weakening of the law. The critics objected most
vociferously to the lifting of a prohibition on setting nets on
dolphins that was previously required to qualify for the U.S.
“dolphin-safe” label—and thus for access to the U.S. market.
Under the new agreement, the setting of nets on dolphins is
not prohibited so long as no dolphins are killed or seriously
injured in the process. Other environmental groups, includ-
ing the usually uncompromising Greenpeace, supported the
International Dolphin Conservation Program and the asso-
ciated changes in U.S. law. They maintain that the agreement
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adequate protection for sea turtles. In a preliminary ruling 
in April 1999, the court sided with the environmental
groups, placing national law and international trade rules 
on a possible collision course.27

BEYOND SEATTLE

As opposition to the WTO continues to mount, many gov-
ernments are beginning to acknowledge, rhetorically at
least, that reforms are needed to make the world trading sys-
tem environmentally sound. In a 1998 address commemo-
rating the fiftieth anniversary of GATT, President Bill
Clinton conceded: “We must do more to make sure that this
new economy lifts up living standards around the world,
and that spirited economic competition among nations
never becomes a race to the bottom in environmental pro-
tections, consumer protections, and labor standards.” And at
the G8 summit meeting of industrial powers held in
Cologne, Germany, in June 1999, world leaders agreed that
environmental considerations should be taken into account
in future WTO negotiations. But most governments have so
far been vague about exactly how this should be done.28

Despite the lofty words, it remains far from clear that
governments are now ready to amend existing WTO rules to
buffer environmental laws from trade challenges. Among the
priorities for reform are the following steps: clearly incorpo-
rating the precautionary principle into WTO rules, protect-
ing consumers’ right to know about the health and
environmental impact of products they purchase by safe-
guarding labeling programs, recognizing the legitimacy of
distinguishing among products based on how they were
produced, ensuring the right of countries to use trade mea-
sures to protect the global commons, and providing defer-
ence to multinational environmental agreements in cases
where they conflict with WTO rules. The European Union
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evenhandedly. The bottom line was that the U.S. law would
have to be changed in order to comply with WTO rules. This
outcome was particularly alarming, as the Uruguay Round
of trade talks had strengthened the rules of dispute resolu-
tion proceedings to make rulings binding, and to provide for
tougher trade retaliation in cases where countries are unwill-
ing to change offending laws in order to adhere to panel
findings.25

In response to the ruling, the U.S. government altered the
way it was implementing the law without seeking any
changes to the statute itself. The new guidelines provide for
the import of specific shipments of shrimp that have been
approved as turtle-safe even if the country as a whole has not
met the certification requirements. The U.S. government
also said it would step up its efforts to negotiate a multilat-
eral accord on sea turtle protection with its Asian trading
partners, although it is more likely that the Asian nations
will press ahead on their own with a regional accord. It
remains to be seen whether the U.S. response will satisfy the
WTO, thus precluding the imposition of retaliatory trade
sanctions.26

In any case, many U.S. environmentalists are unhappy
with the government’s response. Their primary concern is
that the shipment-by-shipment method will be less effective
in safeguarding turtles than the earlier blanket restriction, as
it will not compel countries to mandate the use of TEDs
when fishing for shrimp not destined for the U.S. market. 
A turtle might thus survive an encounter with a TED-
equipped boat only to later fall prey to a TED-free vessel.
Environmentalists also worry that the new policy may 
facilitate the entry of “laundered” shrimp into the United
States. Several environmental groups filed suit against the
government at the U.S. Court of International Trade, 
charging that the revised guidelines were inconsistent with
provisions of the Endangered Species Act that stipulate 

vanishing borders122



Other environmentally harmful payouts could also be
tackled at the WTO. The United States and other agricultur-
al exporters are urging greater attention to the adverse envi-
ronmental impacts of agricultural export subsidies. But the
European Union and Japan are unenthusiastic, as they both
face heavy domestic political pressure to maintain agricul-
tural subsidies. Energy subsidies would be another logical
candidate. They currently drain national treasuries to the
tune of $100 billion annually, while also imposing heavy
environmental costs. Subsidies to the timber industry, such
as selling timber from state lands to private companies at
cut-rate prices, could also potentially be taken on at the
WTO.32

Procedural questions also urgently need to be addressed.
The recent spate of environmentally related trade disputes
has opened the WTO to intense scrutiny, with critics charg-
ing that its secretive ways pose a basic threat to democracy.
Many important documents are unavailable to the public,
and most WTO committees, as well as all dispute resolution
proceedings, are conducted in closed sessions dominated by
trade rather than environmental experts.33

Even The Economist, which normally pushes a free-trade
agenda with nearly religious zeal, acknowledges that “the
four-year old WTO is at a crossroads. It has become a quasi-
judicial body, an embryo world government….Yet it is now
being asked to arbitrate on matters that are intensely politi-
cal. It lacks the legitimacy to do so.” Indian activist Vandana
Shiva makes essentially the same point, although she carries
it a step further: “The WTO is basically the first constitution
based on the rules of trade and the rules of commerce. Every
other constitution has been based on the sovereignty of peo-
ple and countries. Every constitution has protected life
above profits. But WTO protects profits above the right to
life of humans and other species.”34

The unprecedented protests by tens of thousands of citi-
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has voiced general support for many of these ideas, but the
United States appears lukewarm about writing any new
environmental guarantees into the WTO. Ongoing contro-
versies over beef hormones and GMOs undoubtedly color
the U.S. view.29

Other issues also cry out for attention. Developing coun-
tries are particularly concerned about that the Agreement on
Trade-Related Intellectual Property Rights (TRIPS), which
came out of the Uruguay Round. This agreement requires
WTO members to adopt intellectual property rights systems
largely patterned on the industrial-country model, or else to
subject themselves to retaliatory trade sanctions. Developing
countries argue that the TRIPS agreement contradicts provi-
sions of the U.N. Convention on Biological Diversity that pro-
tect indigenous knowledge. At particular issue is a provision
that requires countries to recognize the intellectual property
of commercial plant breeders, while failing to provide for any
remuneration to farmers who have gradually improved plant
varieties over the course of centuries. Governments began a
review of the TRIPS agreement in 1999. Many developing
countries and nongovernmental organizations are pushing for
the agreement to be substantially overhauled.30

On the more positive side, the WTO could conceivably
be enlisted in an effort to reduce environmentally harmful
subsidies. World trade rules have long discouraged subsi-
dies, as they distort the economic playing field. The United
States and six other nations have suggested building on this
tradition by making the elimination of fishing subsidies an
objective for future trade talks. These subsidies, which add
up to some $14–20 billion annually, help propel overcapac-
ity in the world’s fishing fleet, which is itself a powerful dri-
ving force behind today’s depleted fisheries. But the
European Union and Japan, both of which are major subsi-
dizers of their fishing fleets, have so far reacted cautiously to
the initiative.31
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zen activists in Seattle in November 1999 were a powerful
wake-up call about the deep-seated public opposition to
international governance based on such a narrowly econom-
ic conception of the global interest. Far-reaching reforms are
needed if trade agreements are to garner the political support
they will need in order to be sustained in the new century.35
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Chapter 8

greening the fi nancial
architecture

During the 1990s, money became increasingly mobile due to
a range of factors, including the takeoff in computerized
trading as well as the deregulation of international capital
markets. International investment surged in response, par-
ticularly into the newly established stock markets of the
developing world.1

Private capital flows into developing countries and the
former Eastern bloc increased from $53 billion at the begin-
ning of the 1990s to an all-time high of $302 billion in 1997.
Although just 44 percent of the capital moving into the
developing world in 1990 was from private sources, by 1997
the figure reached 88 percent. (See Figure 8–1.) Large parts
of Asia and Latin America were suddenly transformed in the
minds of international investors from poor, “developing
countries” into glistening “emerging markets.” At the same
time, new financial instruments such as hedge funds and
derivatives created an explosion of foreign exchange trading,
with $1.5 trillion changing hands every day.2

But in 1997 the bubble burst. Thailand was the first eco-



was severe. In battered Asia, tens of millions of people 
fell into poverty as their jobs disappeared, and as many as 
a million children were pulled out of school, with some of
them pushed into prostitution by their desperate families.
Growing poverty attributable to the crisis also had environ-
mental costs, such as a surge in Indonesia in the poaching 
of endangered monkeys, tigers, and other species as desti-
tute people sought quick cash. And governments and busi-
nesses desperate to stave off bankruptcy slashed
environmental spending.5

As of late 1999, the global economic crisis appeared to be
in at least temporary remission. International capital had
begun to return to most of the countries affected by the cri-
sis, and economic growth rates were again headed upward,
although poverty rates remained stubbornly high. But many
commentators warn against a false sense of complacency.
They predict that the next jolt is not far off, as the global-
ization of international finance has outpaced the ability of
governments and international institutions to manage the
system effectively.6

If there is a silver lining to the crisis, it lies in the wake-
up call sounded about the risks of rapid globalization, and
the launching of a critical dialogue about how to reform
what is being called the “international financial architec-
ture” to meet the demands of the twenty-first century. As
these discussions proceed, the need to protect the natural
resource base that underpins the global economy merits a
prominent place on the agenda.7

ENVIRONMENTAL ADJUSTMENT

The International Monetary Fund and the World Bank are
both key pillars of the current international financial archi-
tecture. The missions of these two institutions, which were
created in response to the Great Depression that helped pre-
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nomic domino to fall, when it was forced to devalue its cur-
rency sharply after it came under sustained speculative
attack. The crisis soon spread to Indonesia, Malaysia, the
Philippines, and South Korea. International investors lost
their nerve and raced for the exits. Some $20 billion in 1997,
and $30 billion in 1998, flowed out of the Asian countries in
crisis. Banks failed and stock markets collapsed, sending the
economies of the region into a tailspin.3

And the crisis did not stop at the continent’s edge. Shak-
en by the Asian experience, investors began to pull money
out of emerging markets everywhere. Russia’s currency and
stock market went into a free fall in late August 1998, forc-
ing the country to default on $40 billion in international
loans. Brazil appeared to be the next domino waiting to fall,
prompting the International Monetary Fund (IMF) to step
in with a $42-billion bailout plan.4

The social and environmental fallout from the crisis 
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ment loans promote exports of environmentally sensitive
commodities, they also often require countries to make Dra-
conian cuts in government spending. The budgets of already
overburdened environment and natural resource manage-
ment ministries are rarely spared.10

All these effects are evident in the recent bailout pack-
ages. In Indonesia, the IMF encouraged more palm oil pro-
duction as part of its broader strategy for pulling that
country out of its economic crisis, mandating that Indonesia
remove restrictions on foreign investment in this sector. Yet
rapid growth in palm oil exports has been a major contribu-
tor to the decimation of Indonesia’s biologically rich tropical
forests in recent years, raising questions about the wisdom
of pushing such exports further still. (See Chapter 4.)11

Spending on environmental protection has declined
markedly in the crisis-ridden countries, including Indonesia,
the Philippines, South Korea, and Thailand. In Russia, the
budget for protected areas was recently cut by 40 percent, a
move that nongovernmental organizations (NGOs) in the
region attribute to pressure from the IMF. And as part of a
recent pact with the IMF, Brazil agreed to major cutbacks in
environmental and social spending. A key international pro-
gram aimed at protecting the Amazonian rainforest from
destruction by ranchers, loggers, farmers, and miners is one
of the programs that faced the chopping block, although a
public outcry succeeded in saving the initiative from com-
plete collapse. The timing of these reductions was particu-
larly poor in light of the high rates of deforestation in the
Brazilian Amazon over the last few years.12

Although structural adjustment programs often lead to
environmental harm, they have also been used in a few cases
to promote environmentally beneficial policy changes. In
1996 and 1997, the IMF suspended loans to Cambodia after
government officials awarded logging concessions to foreign
firms that threatened to open up the country’s entire remain-
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cipitate World War II, are now being called into question.
The IMF came under close scrutiny in the wake of the Asian
economic crisis. The Fund’s high-profile role as a conduit for
multibillion-dollar bailout packages for the crisis-stricken
countries was a clear demonstration of its formidable pow-
ers. But this also stirred controversy, as prominent econo-
mists took issue with the wisdom of the institution’s
financial advice and the secrecy shrouding its operations.8

Although the World Bank maintained a lower profile
during the economic crisis of the late 1990s, it has also been
active in channeling funds into the crisis-ridden countries,
often in close cooperation with the IMF. Over the last few
years, the Bank has boosted both its total lending and the
share of its funds that are spent on cash infusions for “struc-
tural adjustment.” The Bank’s total lending reached $29 bil-
lion in 1999, up from just $19 billion two years earlier. More
than half of this was for structural adjustment, compared
with only 27 percent in 1997. Under conventional structur-
al adjustment loans as well as the crisis-generated bailout
packages, countries receiving funds agree to implement a
long and specific list of policy changes intended to restore
them to economic health and thus to creditworthiness. Pri-
vatization, price and exchange rate stability, and trade liber-
alization are among the policies commonly recommended.9

But the World Bank and the IMF pay insufficient heed to
the profound effects of these policies on the ecological
health and social fabric of recipient countries. One impor-
tant component of most adjustment loans is policies aimed
at raising exports in order to generate foreign exchange with
which to pay back debts. Yet the pressure to export can lead
countries to liquidate natural assets such as fisheries and
forests, thereby undermining longer-term economic
prospects. Intensive export-oriented agriculture is also often
promoted, sometimes at the expense of small farmers and
indigenous peoples. At the same time that structural adjust-
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Despite the clear links between economic and environ-
mental health, the IMF has long resisted the idea that envi-
ronmental issues have much to do with its mission. When
the organization was first created, its primary role was to
help tide countries over when they faced short-term liquid-
ity problems rather than to help them meet longer-term
development goals. But the abandonment of fixed exchange
rates in the 1970s deprived the IMF of much of its original
mandate. Since then it has become increasingly involved
with issues of longer-term development, such as its promi-
nent role in brokering debt restructuring deals in the 1980s.
The IMF now accepts that issues such as fighting corruption
and alleviating poverty intersect with its mission. It is 
difficult to see why environmental protection should be any
different.16

On paper, the development-oriented World Bank has
been far more open than the IMF to the idea that environ-
mental concerns should be integrated into its structural
adjustment lending. The Bank’s policy that governs adjust-
ment lending notes that the environmental impact of loans
should be fully considered as they are prepared, with a view
toward promoting possible synergies and avoiding environ-
mentally harmful results. But an internal review by the Bank
of more than 50 recent loans found that few paid much heed
to environmental and social matters. Whereas a 1993 Bank
report found that some 60 percent of adjustment loans
included environmental goals, the recent study concluded
that this share had plummeted to less than 20 percent. An
added problem is the fact that the Bank’s policy on environ-
mental impact assessment does not cover broad-based struc-
tural adjustment lending, although it is supposed to apply to
adjustment loans aimed at specific sectors, such as agricul-
ture and energy. IMF loans are also not subject to environ-
mental impact assessment.17
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ing forest area to exploitation—while funneling tens of mil-
lions of dollars into the bank accounts of corrupt officials.
And despite its worrisome provisions for stepped-up natur-
al resource exports, the recent Indonesian bailout plan also
included several provisions intended to benefit forest man-
agement in the country.13

As part of an assault on the country’s tradition of “crony
capitalism,” the Indonesian bailout plan required a number
of reforms to the country’s corruption-laden forestry sector,
including tighter control over a government reforestation
fund, the revenues of which had often just lined the pockets
of President Suharto’s political allies. The bailout package
also included several measures aimed specifically at protect-
ing the country’s forests, such as reducing land conversion
targets to environmentally sustainable levels, instituting an
auctioning system for handing out concessions, and impos-
ing new taxes on timber sales. Although these reforms were
a step in the right direction, their ultimate effect on defor-
estation rates in the country remains to be seen.14

Besides using their influence to discourage unsustainable
levels of natural resource exploitation, the IMF and the
World Bank are well placed to promote environmentally
beneficial fiscal reforms, such as cuts in environmentally
harmful subsidies or the imposition of pollution taxes. They
could also promote improvements in environmental
accounting, such as incorporating the depletion of natural
resources into national income figures. As things now stand,
the destruction of natural assets such as forests, fisheries,
and minerals is not typically included in national income
figures, which means that policymakers are working from an
incomplete set of books. And the IMF could include envi-
ronmental issues in its mandate to monitor the economic
prospects of its member countries, in part by tracking envi-
ronmental spending levels and structural adjustment–man-
dated legislative changes that affect the environment.15
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Abatement Handbook, which provides detailed pollution
reduction guidelines for nearly 40 industries. The impor-
tance of the World Bank’s standards is magnified by the fact
that these are often looked to by private investors as the pre-
vailing international norm.20

In theory, all Bank agencies are supposed to bound by
their policies, although the Bank admits it has a tarnished
history in following its own rules. In recent years, the orga-
nization has taken steps to improve compliance, including
creating a special unit charged with overseeing implementa-
tion of 10 “safeguards” policies, which include most envi-
ronmental and social requirements.21

But controversies continue to swirl around ongoing and
proposed projects, raising questions about the seriousness of
the Bank’s newly professed commitment to enforcing its
policies. In June 1999, the Board of Directors approved a
controversial $160-million loan to China for the resettle-
ment of some 58,000 poor farmers to a sparsely populated
part of Tibet, over the objections of both the German and
U.S. governments. Critics charge that the planned resettle-
ment is mainly aimed at helping China exert political con-
trol in the region, and that it will cause substantial
environmental and social disruption, in violation of the
Bank’s own policies.22

The Bank is also considering a package of support for a
$3.5-billion project to build an oil pipeline through
untouched rainforest in Cameroon to oilfields in southern
Chad. Environmentalists charge that the project amounts to
“corporate welfare”—at large environmental and social cost.
They also argue that the proposed project would not comply
with several Bank policies, including those on environmen-
tal impact assessment and protection of the rights of indige-
nous peoples. The project sponsors initially included Elf
Aquitaine, Royal Dutch Shell, and Exxon, although Elf and
Shell withdrew in late 1999. It is not clear whether their
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LEVERAGING CHANGE

Despite the World Bank’s growing role in adjustment lend-
ing, project lending remains central to its activities. The
Bank has traditionally made loans only to governments, but
in the last few years it has increasingly emphasized support-
ing the private sector. It has done this both by using its own
funds to guarantee private-sector projects and by bolstering
the operations of two affiliated agencies, the International
Finance Corporation (IFC) and the Multilateral Investment
Guarantee Agency (MIGA). The IFC directly finances pri-
vate enterprises, while MIGA insures corporations against
political risks, such as expropriation, civil disturbance, and
breach of contract. At last count, in 1995, the World Bank
estimated that some 10 percent of all private-sector invest-
ment in the developing world was supported at least indi-
rectly by its various private-sector programs.18

Both IFC and MIGA are involved in many large invest-
ment projects with heavy ecological impacts. Nearly half of
IFC’s committed portfolio of $12.9 billion in 1999 was
invested in sectors with large environmental impacts, such as
automobile manufacturing, chemicals, construction, infra-
structure, and mining. In recent years, the IFC has helped
finance a chemical factory in Venezuela, a gold mine in Burk-
ina Faso, and a cement factory in China, to cite just a few
examples.19

After more than a decade of pressure from NGOs and
determined efforts by committed insiders, the World Bank
now has an extensive set of environmental and social poli-
cies, which among other things cover environmental impact
assessments of projects, forestry lending, involuntary reset-
tlement, protection of wilderness areas, the rights of indige-
nous peoples, and pest management. The IFC and MIGA
both recently issued their own parallel policies, and the
World Bank published an updated Pollution Prevention and
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tion of a 630-kilometer gas pipeline from eastern Bolivia to
a power plant in Cuiabá, Brazil. The project will cut through
some of Latin America’s most important natural areas,
including Bolivia’s Chiquitano Forest and the headwaters of
the Pantanal, the world’s largest wetland. Environmentalists
charge that the loan was made in blatant contradiction of
OPIC’s prohibition on financing infrastructure and extrac-
tive projects in primary tropical forests. OPIC counters that
the affected forest is not “primary,” as some isolated logging
has already occurred in the area. It also touts the environ-
mental benefits of natural gas, which the agency argues will
reduce demand for fuelwood and diesel fuel.27

Even with the best of policies, in a global economy tough
national standards can easily be undermined by laggards
abroad. The United States learned this lesson the hard way a
few years back when its Export-Import Bank refused on
environmental grounds to extend credits to companies such
as the heavy equipment manufacturer Caterpillar that want-
ed to participate in China’s Three Gorges Dam project. The
dam is expected to flood more than 60,000 hectares of land
and 160 towns, forcing the resettlement of some 1.3 million
people. But the Bank’s counterparts in Canada, France, Ger-
many, Japan, and Switzerland stepped into the breach creat-
ed by the U.S. decision. Stung by the experience, the United
States is working to persuade other donor countries to
develop environmental guidelines for their export finance
agencies. Several countries are now developing such stan-
dards, including Canada, Japan, Norway, and the United
Kingdom. Negotiations are also under way to create com-
mon environmental standards for the export finance agen-
cies of the major industrial countries. NGOs are pushing for
them to be set at a high level.28
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decisions were influenced by the opposition of environmen-
talists or by economic factors alone. As of late 1999, the
Bank’s Board of Directors had not yet decided whether to
approve the project.23

As World Bank environmental and social standards were
strengthened over the last decade, private investors turned
increasingly to bilateral export financing agencies to find
support for projects that no longer passed muster at the
Bank. Export credit support climbed from $24 billion in
1988 to $105 billion in 1996. All told, bilateral export pro-
motion in the form of loans and investment insurance now
underwrites more than 10 percent of all world trade. Bilat-
eral export promotion often supports environmentally dis-
ruptive projects, including mines, pipelines, power plants,
and hydroelectric dams.24

The U.S. government has had environmental policies in
place for several years at two of its export promotion agen-
cies, the U.S. Overseas Private Investment Corporation
(OPIC) and the U.S. Export-Import Bank. Both agencies
have strengthened their policies in recent years to, among
other things, require the agencies to track and report on
greenhouse gas emissions from projects they support, and to
prohibit support for logging in primary tropical forests.25

Although these policies are important steps in the right
direction, the last few years have provided ample evidence of
their shortcomings. A 1999 report by the Washington-based
Institute for Policy Studies and Friends of the Earth con-
cluded that OPIC and the Export-Import Bank between
them underwrote some $23 billion in financing for oil, gas,
and coal projects between 1992 and 1998. Over their life-
times, these projects will release some 29 billion tons of car-
bon dioxide, more than total global emissions in 1998.26

And in June 1999, OPIC’s Board of Directors approved a
controversial $200-million package of loan guarantees to
Enron, Shell, and local Bolivian partners for the construc-
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the National Wildlife Federation found substantial room for
improvement: fewer than half of 51 financial institutions
from 13 countries on four continents routinely conduct
environmental due diligence on transactions other than
those secured with real estate.31

In an effort to better this record, the U.N. Environment
Programme (UNEP) launched an effort in 1992 to encour-
age major banks around the world to incorporate environ-
mental considerations into their lending programs. So far,
162 banks from 43 countries have signed the initiative’s
Statement by Banks on the Environment and Sustainable
Development. The signatories underscore their expectation
that borrowers must comply with “all applicable local,
national, and international environmental regulations.”
They also pledge to update their accounting procedures to
reflect environmental risks, such as the potential for chemi-
cal accidents or hidden hazardous waste dumps, and to
develop banking products and services that promote envi-
ronmental protection.32

Although laudable in its goals, the UNEP statement
requires few specific commitments. In fact, several signato-
ries were involved with the recent Chinese bond offerings
that activists charge are funneling money into the Three
Gorges project. In order to avoid such gaps between rhetoric
and reality, the U.K.-based Green Alliance suggests strength-
ening the UNEP initiative by transforming the statement
into a document whose expected standards of performance
are clear enough to be audited.33

Stock market investors are also slowly beginning to show
more interest in environmental questions. It used to be
assumed that it was costly for companies to be good environ-
mental stewards. But this view is giving way to new evidence
that companies with strong environmental management
structures may in fact perform better financially, on average,
than companies that are plagued by large environmental lia-
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THE GREENING OF WALL STREET?

Although strengthened environmental standards at the
world’s export credit agencies are desperately needed, the
risk remains that private capital markets will be tapped for
environmentally damaging projects. In the Three Gorges
case, a number of prominent investment banks—including
Lehman Brothers, Morgan Stanley, and Salomon Smith Bar-
ney—have sponsored bond offerings over the last few years
to help the Chinese government raise funds for the dam.
Although convincing private financiers to pay attention to
the environment is substantially more difficult than lobby-
ing public institutions such as the World Bank and export
credit agencies, environmental activists and others are push-
ing private lenders and investors to pay attention to the
environmental consequences of their loans.29

Commercial banks require exhaustive studies of possible
risks before making loans, a process known as “due dili-
gence.” Increasingly, banks are viewing environmental
issues as an important consideration in this process. They
have a diverse range of concerns. Banks worry, for example,
that a hazardous waste dump will be discovered on a prop-
erty they lent money for, and that they will be held liable, as
has happened in recent U.S. court cases. They also fear that
violations of environmental laws will lead to large financial
penalties that will undermine a borrower’s creditworthiness.
In the most extreme case, a project might be stopped alto-
gether in the face of opposition from local citizens and envi-
ronmental groups.30

“International commercial banks, whether they intend to
be or not, are frequently very effective enforcers of local and
international environmental requirements,” maintains Brad-
ford Gentry of Yale University. “The level of scrutiny given
to these issues by banks is often well above that of local
environmental enforcement.” Nonetheless, a 1997 study by
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ly responsible investing is a growth industry. Investment
funds screened according to some social criteria surged from
just $162 billion in 1995 to nearly $1.5 trillion in 1999—
some 9 percent of all managed funds. The performance of
these funds, like all investment funds, varies widely. Overall,
however, the returns have been competitive. For instance,
the Domini 400 Social, an index of socially screened firms,
outperformed the Standard & Poors 500 over much of the
1990s.37

Even the venerable Dow Jones index is now getting in on
the act. Dow Jones Indexes and the Switzerland-based SAM
Sustainability Group launched a new Dow Jones Sustain-
ability Group Index in September 1999 composed of more
than 200 “sustainability-driven” companies, which the
group defines as those that seek to “achieve their business
goals by integrating economic, environmental, and social
growth opportunities into their business strategies.” The
companies included in the new index represent 68 indus-
tries from 22 countries, with a collective total market capi-
talization of more than $4 trillion. The index is currently
dominated by European companies in such sectors as auto-
mobiles, paper products, food, banks, insurance, and waste
management. If it had existed over the past five years, the
index would have outperformed conventional indices by
more than 5 percent. Financial institutions in Germany, the
Netherlands, and Switzerland are already creating invest-
ment funds based on the Sustainability Group Index.38

In addition to socially screened funds, another $922 bil-
lion—more than 5 percent of managed funds—is controlled
by activist shareholders who try to influence the policies of
the companies in which they own shares by participating in
shareholder resolutions and proxy votes, among other tech-
niques. In 1999, concerned investors introduced 54 share-
holder resolutions related to environmental issues, and
some of them have already borne fruit. In one particularly
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bilities such as the threat of paying costly fines.34

A 1995 report by the Investor Responsibility Research
Center compared the stock market performance of the com-
panies in the Standard & Poors index, a group of 500 repre-
sentative stocks. They sorted the firms into “high-” and
“low-” polluting companies. Overall, the study found no
penalty for investing in “green” portfolios, and concluded
that in some cases low-pollution portfolios actually demon-
strated superior performance. A November 1996 study by
the consulting firm ICF Kaiser was more bullish still. Its sur-
vey of more than 300 Standard & Poors companies revealed
that adopting proactive environmental policies had a “sig-
nificant and favorable impact” on a firm’s value in the mar-
ketplace, as it reduced the perceived risk of investing in the
company, and thus its cost of borrowing money.35

As studies like these accumulate, environmentally
screened investment funds will likely grow in popularity. A
frontrunner is the Global Environment Fund, a private,
Washington-based investment fund manager founded in
1989. In part with the help of loan guarantee agreements
with OPIC, the group has raised more than $500 million in
investment capital from institutional investors for five
investment funds, including two Global Environment
Emerging Markets Funds, which between them now have
holdings in some 10 countries in Africa, Asia, Eastern
Europe, and Latin America. The principal focus of these
funds is environmentally related infrastructure, including
renewable energy projects and water and sewage treatment
plants. A number of other green investment funds have been
established over the last decade, including the Storebrand
Scudder Environmental Value Fund in Luxembourg, the
Sustainable Performance Group in Switzerland, and the
Green Century Balanced Fund in the United States.36

In many cases, green investing is part of a broader social-
ly responsible financial strategy. In the United States, social-
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organizations, community groups, and labor unions, is push-
ing the SEC to do a better job enforcing existing environ-
mental and social disclosure rules, to broaden and deepen
these requirements, and to enter into an information-sharing
agreement with the U.S. Environmental Protection Agency
on companies’ environmental liabilities.41

As they write rules governing newly established stock
markets, developing countries have an opportunity to get
these policies right from the beginning. Thailand, for one,
requires companies listed on the Stock Exchange of Thai-
land (SET) to undergo an environmental audit that includes
an environmental impact assessment as well as a site visit.
The SET also relaxes the stock-exchange-listing require-
ments for companies seeking finance for selected environ-
mental control and prevention projects.42

International discussions on a new international finan-
cial architecture have focused heavily on the need for more
transparency of financial data, so that investors can assess
risk better, thereby avoiding financial meltdowns. But there
has been little if any acknowledgment in these discussions
that environmental risks will also pose a serious threat to
international stability in the new millennium. Building an
environmentally sustainable global economy will require
rewriting the rules of international finance to account for
environmental vulnerabilities.43
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successful case, Home Depot announced a commitment to
purchasing certified timber just three months after 12 per-
cent of its shareholders asked the company to stop selling
wood from old-growth forests. The shareholder resolution
was one part of a broad campaign by activists to convince
the company to take this step.39

Green investors need better information about corporate
environmental performance if financial markets are to reflect
environmental risks adequately. The last several years have
seen an explosion of interest in environmental reporting, but
existing efforts have been poorly coordinated, leading to a
proliferation of “non-standardized information reported in
non-uniform formats,” according to the Coalition for Envi-
ronmentally Responsible Economies (CERES). In an effort
to address this deficiency, CERES launched a Global Report-
ing Initiative in 1997, in which corporations, NGOs, profes-
sional accounting firms, and UNEP are working together to
produce a global set of guidelines for corporate sustainabili-
ty reporting. The goal of the initiative is to elevate environ-
mental reporting to the same plane as financial reporting,
making it standard business practice worldwide.40

Reforms in financial accounting rules and regulations
could help accomplish this. Companies operating in the
United States are required to disclose large environmental
liabilities, such as hazardous waste sites, on the forms they
file with the Securities and Exchange Commission (SEC).
But the information varies widely in quality, with many com-
panies submitting vague boilerplate language or no data at
all. The reports are particularly sketchy about performance
overseas: a 1997 survey by the Investor Responsibility
Research Center found that 73 out of 97 companies with for-
eign operations failed to include information about their
environmental track records abroad in publicly available
documents such as SEC submissions. The Corporate Sun-
shine Group, a U.S. alliance of investors, environmental
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agement of river systems, air corridors, or migratory bird
species. However, a minority of environmental issues—
including the atmosphere, international waterways, and bio-
logical diversity—are truly global. The last few decades have
seen steady progress toward developing international rules
governing these “global commons.” (See Table 9–1.)2

Judging from the number of treaties, environmental
diplomacy appears to have been a spectacular success. And
many of these accords have in fact had important results.
Among other achievements, air pollution in Europe has
been reduced dramatically as a result of the 1979 treaty on
transboundary air pollution; global chlorofluorocarbon
(CFC) production has dropped 87 percent from its peak in
1988 as a result of the 1987 Montreal Protocol on ozone
depletion; the killing of elephants plummeted in Africa fol-
lowing a 1990 ban on commercial trade in ivory under the
Convention on International Trade in Endangered Species of
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FIGURE 9–1

International Environmental Treaties, 1920–98

Chapter 9

strengthening 
global environmental 
governance

Forging an environmentally sustainable society is about
more than economics, and farsighted economics is about
more than reducing restrictions on the movement of goods
and money. Creating a global society fit for the twenty-first
century will require not only reform of economic institu-
tions, but also the creation of an international environmen-
tal infrastructure that can act as an ecological counterweight
to today’s growing economic powerhouses.

A good place to start is with the hundreds of agreements,
declarations, action plans, and international treaties on the
environment that now exist. Environmental treaties alone
number more than 230; agreement on three fourths of them
has been reached since the first U.N. conference on the envi-
ronment was held in Stockholm in 1972. (See Figure 9–1.)
These accords cover atmospheric pollution, ocean despolia-
tion, endangered species, hazardous waste trade, and
Antarctica, among other issues.1

The vast majority of environmental agreements are bilat-
eral or regional in scope, involving, for instance, the man-
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TABLE 9–1 (continued)

U.N. Framework Convention on Climate Change, 1992 (180 parties)

Includes target for industrial countries of stabilizing carbon dioxide emis-
sions at 1990 levels by 2000. Requires developing countries to undertake
emissions inventories and other studies. 1997 Kyoto Protocol mandates
stronger emissions reductions of 6–8 percent by 2008–12 for industrial
countries, in order to meet the treaty’s goal of stabilizing the overall concen-
tration of carbon dioxide in the atmosphere.

Convention on Biological Diversity, 1992 (176 parties)

Establishes broad framework for the conservation of biological diversity, the
sustainable use of its components, and the fair and equitable sharing of the
benefits arising out of the use of genetic resources. Recognizes national
sovereignty over biological resources. Jakarta Mandate of 1995 addresses
the protection of marine and coastal diversity.

Convention on Desertification, 1994 (159 parties)

Combats desertification by promoting “bottom up” strategies focused on
sustainable management of land and water. Supplies framework for local
projects, encourages national action programs, establishes mechanism to
coordinate funds, and encourages trust funds.

Agreement Relating to the Conservation and Management of Straddling Fish
Stocks and Highly Migratory Fish Stocks, 1995 (24 parties)

Reinforces Law of the Sea convention to address the overexploitation of high
seas fisheries by prescribing a precautionary approach to fishery manage-
ment. Grants parties the right to board and inspect vessels of other parties,
and obligates parties to collect and share data as well as to minimize bycatch
of nontarget marine species. (Not yet in force—requires 30 ratifications.)

Rotterdam Convention on the Prior Informed Consent Procedure for Certain
Hazardous Chemicals and Pesticides in International Trade, 1998 (2 parties)

Restricts the international export of 27 harmful pesticides and industrial
chemicals that have been banned or severely restricted domestically, unless
the importing country agrees to accept them. Creates a mechanism for
information exchange. (Not yet in force—applied on a voluntary basis until
50 ratifications are obtained.)

SOURCE: See endnote 2.

TABLE 9–1

Selected International Environmental Agreements

International Whaling Convention, 1946 (40 Parties)

Protects whales from excessive harvesting. Amended in 1982 to ban all
commercial whaling of large whales from 1986 on.

Antarctic Treaty, 1959 (44 parties)

Subjects continent to joint management by original 12 parties and others
who conduct scientific research there “in the interests of all mankind.” Pro-
tects Antarctica from military activities, nuclear tests, and radioactive waste
imports. Protocol signed in 1991 bans mining exploration and development
for 50 years, protects wildlife, regulates waste disposal and marine pollu-
tion, and provides for scientific monitoring of the continent.

Convention on International Trade in Endangered Species of Wild Fauna
and Flora (CITES), 1973 (146 parties)

Restricts trade in species that are either threatened with extinction or may
become endangered if their trade is not regulated. Ban passed in 1989 pro-
hibited trade in ivory.

U.N. Convention on the Law of the Sea, 1982 (132 parties)

An umbrella agreement that provides a broad framework for ocean develop-
ment and establishes 200-mile Exclusive Economic Zones (EEZs). Includes
provisions on conservation of living resources of the oceans, maintenance
and restoration of populations of species, and protection of the sea from
pollution.

Montreal Protocol on Substances That Deplete the Ozone Layer, 1987 
(172 parties)

With amendments, requires phaseout of CFCs in industrial countries by
1996 and in developing countries by 2010. Also restricts the use of several
other ozone-depleting substances.

Basel Convention, 1989 (133 parties)

Controls the transboundary movement of hazardous wastes. Amended in
1995 to completely ban exports to developing countries for final disposal
and recovery operations.



implementation tool. They generally require detailed report-
ing of actions taken at the national level to put agreements
into practice. If this information is made freely available, then
other countries as well as nongovernmental organizations
(NGOs) can use it to shame countries into compliance.4

But governments often fail to provide secretariats with
accurate, complete, and timely information. Only 51 percent
of the parties to the Convention on Biological Diversity had
submitted the required reports as of March 1998, for
instance. The record is somewhat better with other accords.
As of fall 1998, 83 percent of the members of the U.N. cli-
mate change convention had filed the national communica-
tions required under the treaty. And 83 percent of the parties
to the Montreal Protocol on ozone depletion had reported
data for 1996, although only 26 percent had submitted data
for 1997.5

The mini-institutions set up by each treaty play a key role
in the implementation process. At a minimum, each treaty
spawns a conference of the parties (COP) and a secretariat.
The COPs are regular meetings of treaty members; they pro-
vide an opportunity to strengthen the agreement and review
problems in implementation. Secretariats are small offices
set up to service these meetings of governments. Environ-
mental conventions also commonly include scientific bod-
ies, which provide advice on new scientific and
technological information relevant to the implementation of
the accord.6

Governments all too often give secretariats limited
resources and authority. For instance, the secretariats gener-
ally do not have the wherewithal or authority to verify the
information that governments are supposed to supply on
implementation efforts. A typical secretariat has fewer than
20 staff and an annual budget of $2–11 million—a drop in the
bucket compared with the budgets of U.S. federal agencies
charged with implementing domestic environmental laws.7
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Wild Flora and Fauna (CITES); the annual whale take
declined from more than 66,000 in 1961 to some 1,500
today as a result of agreements forged by the International
Whaling Commission; and mining exploration and develop-
ment have been forbidden in Antarctica for 50 years under a
1991 accord.3

Yet even as the number of treaties climbs, the condition
of the biosphere continues to deteriorate. As noted in earli-
er chapters, carbon dioxide levels in the atmosphere have
reached record highs, scientists are warning that we are in
the midst of a period of mass extinction of species, the
world’s major fisheries are depleted, and water shortages
loom worldwide. The notoriously slow pace of internation-
al diplomacy needs to be reconciled with the growing
urgency of protecting the planet’s life-support systems.

Environmental treaties have so far mostly failed to turn
around today’s alarming environmental trends because the
governments that created them have generally permitted
only vague commitments and lax enforcement. Govern-
ments have also for the most part failed to provide sufficient
funds to implement treaties, particularly in the developing
world. Ironically, environmentalists need to take a page from
the World Trade Organization (WTO) and push for interna-
tional environmental commitments that are as specific and
enforceable as trade accords have become.

MAKING ENVIRONMENTAL TREATIES
WORK

Reaching agreement on a treaty is only the first step. The real
work involves updating it continuously in light of new sci-
entific information or changing political circumstances, and
ensuring that paper commitments are translated into real
policy changes in countries around the world.

Environmental treaties rely heavily on transparency as an



U.S. law known as the Pelly Amendment, the government is
authorized to impose trade sanctions against countries
whose nationals are known to be diminishing the effective-
ness of international fishery or wildlife agreements. Though
the sanctions have rarely been invoked, the threat that they
might be has helped to strengthen a number of internation-
al accords. For example, it helped secure the participation of
Japan and Taiwan in the 1993 U.N. moratorium on destruc-
tive driftnet fishing, and also helped convince Japan to stop
importing endangered sea turtles for use in jewelry and eye-
glass frames, which is forbidden under CITES.10

Multilateral agreements themselves at times either stipu-
late or authorize trade restrictions. The Montreal Protocol
on ozone depletion, for example, restricts signatories from
trading in CFCs and products containing them with coun-
tries that have not joined in the accord. These provisions are
widely credited with helping to bring about near universal
participation in this landmark treaty. The Basel convention
on hazardous waste export also restricts trade in wastes with
countries that are not members of the accord. And CITES is
empowered to recommend that members suspend wildlife
trade with countries identified as out of compliance with the
treaty’s terms. It did just that regarding China, Italy, Taiwan,
and Thailand in the early 1990s, and Greece in 1998. Where
the sanctions have been imposed, as they were by the Unit-
ed States against Thailand in 1991 and against Taiwan in
1994, they have generally prompted stronger government
enforcement of CITES.11

The conflicts between international trade rules and the
provisions of some multilateral environmental agreements
(MEAs) have been the subject of extensive discussion in
recent years at the WTO’s Committee on Trade and Envi-
ronment. Although no country has ever lodged a formal
WTO protest against an MEA, the potential for such chal-
lenges clearly exists. Even without one, worries about
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A notable exception is the CITES (endangered species)
Secretariat, which has been granted considerable powers by
governments and has used them to positive effect. It can, for
example, request information from countries about alleged
lapses, and demand explanations from any it believes are
falling short of meeting treaty obligations. Nevertheless, lim-
ited resources have prevented the secretariat from making
full use of its authority.8

The scattered locations of the secretariats poses an added
challenge. For instance, the secretariat for the ozone treaty
is in Nairobi; the climate change treaty’s office is in Bonn;
and the biodiversity treaty secretariat is in Montreal. The
U.N. Environment Programme (UNEP) has been granted
control over some of these administrative groups; others
report to different U.N. agencies. Centralizing these bodies
under one roof would offer opportunities for the exchange
of information and ideas, thereby making international envi-
ronmental governance more efficient. In Agenda 21, govern-
ments cautiously endorsed the idea of centrally located
convention secretariats, but in practice they have been reluc-
tant to follow through on this. Although a small amount of
consolidation has taken place in Geneva, further efforts in
this direction have run afoul of the desires of individual
countries to house these offices in order to enhance their
own prestige.9

Although transparency is a powerful enforcement tool, in
some cases stronger medicine is required. Trade restrictions
can play an important role in encouraging countries to par-
ticipate in international environmental accords, or to abide
by those they have signed on to. But the use of trade levers
as an enforcement tool is controversial, given the possible
conflict with WTO rules. (See also Chapter 7.)

The use of unilateral environmental trade measures is
particularly controversial. Such restrictions have been used
in several cases to strengthen multilateral accords. Under a
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Environment Facility (GEF) on an interim basis in 1991 to
finance investments in preserving the global commons—the
atmosphere, biological diversity, and international water-
ways. The GEF is a funding mechanism for both the biolog-
ical diversity and the climate change treaties. In March 1994,
governments agreed to make the GEF permanent, and to
replenish it with $2 billion in new resources to be spent over
four years; in 1998, countries committed another $2.8 bil-
lion to continue funding into the next century. As of June
1999, the facility had allocated some $2.5 billion in grants—
39 percent for biological diversity preservation, 36 percent
for climate-related initiatives, 15 percent to protect interna-
tional waters, 6 percent for projects aimed at heading off
ozone depletion, and 4 percent for overarching projects.14

The GEF is an innovation in global governance, as it
bridges the United Nations and Bretton Woods systems. Not
wanting to create an entirely new institution, governments
decided to make the GEF a joint undertaking of the U.N.
Development Programme (UNDP), UNEP, and the World
Bank. UNDP is charged primarily with carrying out techni-
cal assistance and capacity-building projects and with imple-
menting a program of small grants to NGOs. UNEP is
responsible for advancing environmental management at the
regional and global levels, and with providing scientific and
technical advice. And the World Bank is responsible for
developing and implementing most investment projects, for
mobilizing resources from the private sector, and for serving
as the trustee for the GEF trust fund. In recent years, GEF
has begun to work more with other partners in executing its
projects, including regional development banks, NGOs, and
the private sector.15

GEF’s governing council employs an unusual “double
majority” voting structure. Under this system, decisions are
normally made by consensus. But in cases where this proves
impossible and a matter is put to a vote, two consecutive tal-
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inconsistencies with WTO rules undoubtedly enter into the
calculus of environmental treaty negotiators, dissuading
them from using tools that would give teeth to environmen-
tal accords.12

One solution to this problem would be to amend the
environmental exceptions to the WTO to clarify that trade
measures taken pursuant to MEAs should be protected from
challenge at the trade body. A precedent for this approach is
provided by the North American Free Trade Agreement,
which stipulates that in cases where its provisions conflict
with those of three “grandfathered” environmental treaties
(the Basel Convention, CITES, and the Montreal Protocol),
the environmental treaty shall prevail. Although the Euro-
pean Commission once put forth a proposal roughly along
these lines aimed at protecting MEAs from WTO challenge,
it was not widely supported by other governments. The
United States has in fact pushed for just the opposite
approach in recent environmental treaty negotiations, where
it has argued for clauses that clarify that nothing in the
agreement should be construed as superseding pre-existing
international obligations, including WTO rules.13

FINANCING CHALLENGES

Although the punitive approach embodied by penalties and
sanctions has its place, it is not always appropriate or effec-
tive. Shortages of financial and technological resources,
more than a lack of will, render many developing countries
unable to comply with some treaty requirements. Thus a
critical issue for the success of most treaties is whether ade-
quate funding is made available to help developing countries
make the investments required to meet the treaty’s terms.
The ozone treaty was the first environmental accord to cre-
ate a sizable fund for this purpose. (See Chapter 6.)

With this model in mind, countries created the Global
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to reorient both national policies and other international
financial flows in support of environmentally sound devel-
opment strategies. One longstanding concern about the GEF
is that merely by virtue of its existence the organization
reduces pressure on the U.N. agencies and the Bank to inte-
grate environmental issues broadly throughout their far larg-
er overall lending programs. The evaluation report found
reason for concern that this was in fact happening, particu-
larly at the World Bank, which recently spent more in one
year on carbon-emitting fossil fuel projects ($2.3 billion)
than the GEF’s entire replenishment for 1994–98.19

In order to maximize its influence, the GEF has been
working over the last several years to increase its involve-
ment with the private sector. In particular, it cooperated
with the International Finance Corporation (IFC) to spear-
head the creation of two private capital funds: a biodiversity
fund for Latin America dubbed the Terra Capital Fund that
has $15 million to finance sustainable forestry and agricul-
ture programs and ecotourism projects, and a $100–240 
million private capital fund promoting energy efficiency and
renewable energy projects worldwide. Another promising
joint GEF-IFC program channels funds through environ-
mental NGOs, nonprofit venture capital firms, and other
intermediaries to a range of small-scale, environmentally
sound enterprises. Projects in renewable energy, energy effi-
ciency, sustainable forestry and agriculture, and ecotourism
are the funding targets. The program was originally capital-
ized at $4.3 million. It has now been expanded with an addi-
tional $16.5 million and will involve some 100 different
projects when fully up and running.20

The Clean Development Mechanism (CDM) set up under
the Kyoto Protocol is another creative effort to harness private
capital for the implementation of international environmental
commitments. Under the CDM, countries will be able to
receive emissions credits for climate-friendly investments
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lies are required—the first on the basis of a one-nation, one-
vote system similar to that used at the United Nations, and
the second by a one-dollar, one-vote system comparable to
that of the Bretton Woods institutions. This voting arrange-
ment is intended to make the facility a joint undertaking of
donors and recipients—a novel concept that offers a useful
model for the governance of other international institutions.16

In April 1998, representatives of 119 member govern-
ments, 16 international organizations, and 185 NGOs gath-
ered in New Delhi for the first full assembly of GEF
members. On the table was an study of the fund’s overall
effectiveness that had been prepared by an independent
team of consultants. The report raised several concerns
about the GEF’s performance, and offered recommendations
for change.17

One controversial issue highlighted by the evaluation
report is the facility’s mandate to finance only the “incre-
mental,” or extra, costs to countries of investing in projects
of global benefit, above and beyond the costs they would
otherwise expect to encounter in their development. This
requirement frustrates recipient countries, who resent the
tendency of donor states to be more concerned about
responding to abstract global threats than about addressing
urgent local environmental needs. The incremental cost con-
cept can also foster the false notion that activities such as
preserving biological diversity, investing in renewable ener-
gy, and preventing coastal pollution are not worth pursuing
out of national and local self-interest alone. To avoid the
danger of serving as a disincentive for investing in projects
that offer global and local benefits at the same time, the cal-
culation of incremental costs is best viewed as a loose guid-
ing concept rather than a precise operational procedure in
the implementation of GEF projects.18

Given its limited resources, a key question for the GEF is
how it can leverage these funds in support of broader efforts
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ernments decided that only a small staff was needed. UNEP’s
architects created an “environment fund” as a main tool
through which the agency was to catalyze environmental
initiatives throughout the United Nations.22

But governments failed to deliver on their promises of
significant resources for the environment fund. In its first
two decades, UNEP’s total resources amounted to some $1
billion, less than UNDP’s annual budget. UNEP’s budget
today—just under $100 million a year—is comparable to
the budgets of some private environmental groups. UNEP is
significantly smaller than most other U.N. agencies, and its
resources pale in comparison to the lending programs of the
World Bank and the International Monetary Fund. (See
Table 9–2.) Another problem is UNEP’s location in Nairobi,
far from the other agencies it is theoretically coordinating.23

Despite these handicaps, UNEP has had its share of suc-
cesses since 1972. It has played a central role in the negoti-
ation of numerous environmental action plans and treaties,
including a successful program that has developed action
plans for the shared management of 14 regional seas, and
the Montreal Protocol on ozone depletion. The organiza-
tion’s Division of Technology, Industry, and Economics,
located in Paris, has been an important source of technical
advice on waste-minimizing technologies and on the pre-
vention of industrial accidents. In recent years, UNEP’s
regional offices have been strengthened, giving the agency a
presence in Bangkok, Geneva, Mexico City, Manama (in
Bahrain), and soon in Washington.24

UNEP’s governing council clarified the program’s role and
mandate in a February 1997 Nairobi Declaration. Among the
functions identified were monitoring and assessing global
and regional environmental trends; further developing inter-
national environmental law, in part by encouraging coher-
ence among the environmental conventions; promoting
implementation of existing international agreements; better
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undertaken in developing countries that are in addition to
those they would have undertaken in any case. There are
many practical difficulties in certifying and monitoring these
programs—problems similar to those encountered in putting
into practice the “incremental cost” requirement for GEF pro-
jects. Governments are in the process of working out impor-
tant details of the Clean Development Mechanism. Although
the CDM holds promise as a way to harness private capital
toward climate-protecting investments in the developing
world, care needs to be taken in writing its rules to prevent it
from being misused by governments and companies trying to
evade reduction commitments.21

INSTITUTIONALIZING GLOBAL 
ENVIRONMENTAL PROTECTION

Although the proliferation of environmental treaties over the
last few decades is an encouraging development, part of the
price of success has been a measure of duplication and inef-
ficiency. Rather than a cohesive system for the environment,
what the world has is a patchwork quilt. This disorganized
system needs to be streamlined if it is to become capable of
reversing ecological decline.

The U.N. Environment Programme was intended to be
the linchpin of international environmental cooperation
when it was created in 1972 at the U.N. Conference on the
Human Environment in Stockholm. At that time, the impor-
tant role that independent environmental agencies play at
the national level had yet to be demonstrated. Rather than
creating a full-fledged U.N. environment agency, govern-
ments instead charged UNEP with catalyzing environmental
activities throughout the U.N. system, including at much
larger U.N. specialized agencies such as the Food and Agri-
culture Organization and the World Health Organization.
Because UNEP was not to engage in projects of its own, gov-

vanishing borders156



Director Klaus Töpfer has taken steps to integrate these pri-
orities into the organization’s program.25

UNEP’s recent reforms hold promise, but many observers
argue for more far-reaching steps to raise the prominence of
environmental issues within the United Nations. One idea
now gaining political currency is to upgrade UNEP into a
World Environment Organization (WEO) on a par with the
WTO. Some will argue—as they did when UNEP was creat-
ed in 1972—that establishing a strong environment agency
would take pressure off the other U.N. agencies to integrate
environmental considerations into their programs. But such
integration is needed at the national level as well, and expe-
rience suggests that the existence of strong domestic envi-
ronment agencies has promoted rather than discouraged it.26

Upgrading the status of environmental issues within the
U.N. system is long overdue. Still, it is important that
debates over form not distract from the ultimately far more
important questions of function. In addition to UNEP’s cur-
rent roster of functions, a World Environment Organization
could usefully serve as an umbrella for the current scattered
collection of treaty bodies, just as domestic environment
agencies oversee the implementation of national environ-
mental laws. UNEP is already working to promote synergies
and coordination between the environmental conventions.
Bringing the treaty bodies under one roof could improve the
opportunities for bargaining and facilitate NGO access. But
in order for the WEO to have the clout it needs, the treaties
themselves must stipulate strong enforcement capacities,
and the institution would need to be endowed with suffi-
cient financial resources to catalyze innovative programs.27

Although far from perfect, a precedent is provided by the
International Labour Organisation (ILO), which constantly
modifies and strengthens the hundreds of standards it has
issued on concerns such as workplace safety and child labor.
The ILO also reviews whether members are complying with
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coordinating the environmental activities of the U.N. system
as a whole; spearheading cooperation among various sectors
of society involved with international environmental issues,
including linking the scientific community with policymak-
ers; and helping governments build environmental institu-
tions. Since taking office in early 1998, UNEP Executive
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TABLE 9–2

Estimated Expenditures and Staffing of Various International
Agencies, 19981

Agency Staff Expenditure
(number) (million dollars)

World Bank 9,262 28,594
International Monetary Fund 2,196 27,4952

U.N. Development Programme 5,300 2,131
World Health Organization 3,498 900
U.N. Children’s Fund 5,594 882
Food and Agriculture Organization 3,599 595
U.N. Education, Scientific, and

Cultural Organization 2,200 405
International Atomic Energy Agency 2,221 274
International Labour Organisation 1,788 248
U.N. Population Fund 972 217
U.N. Industrial Development Organization 755 1583

U.N. Environment Programme 486 93
World Trade Organization 500 834

World Meteorological Organization 246 564

International Maritime Organization 300 28

1Expenditures reflect disbursement, lending, or budget figures, and are for
1998, except International Atomic Energy Agency (1997) and WTO (1999). Mul-
tiyear figures were divided evenly to obtain one-year equivalent. See endnote
for more details. Includes professional and general service staff.    2Converted
from SDR at the exchange rate of SDR1 = US$1.38, on 7 December 1999.
3Does not include funding for technical cooperation.  4Converted from Swiss
francs at the exchange rate SFr1 = US$0.6545, on 24 June 1999.
SOURCE: See endnote 23.



Organization promulgates air and water pollution guidelines
that are considered the international norm. The U.N. Food
and Agriculture Organization is actively involved in pro-
moting sustainable agriculture projects and in protecting
dwindling fisheries. And the U.N. Population Fund oversees
implementation of the groundbreaking action plan pro-
duced in 1994 at the International Conference on Popula-
tion and Development in Cairo.30

Another important U.N. player is the Commission on
Sustainable Development (CSD). Created at the Earth Sum-
mit in 1992, the CSD serves as a forum where governments
and nongovernmental participants review progress in imple-
menting Agenda 21, share information about what works
and what does not, and discuss impediments such as inade-
quate financial resources or lack of access to innovative
technologies. The CSD was given the task of monitoring the
activities of national governments, international organiza-
tions, and private actors.31

National and local governments alike have used the CSD
to share information about successes and failures in imple-
menting the Rio accords at national and local levels. Agenda
21 called on all nations to devise national sustainable devel-
opment strategies, and by December 1999 a total of 140 had
created national organizations or governmental units
charged with implementing Agenda 21. There is also a grow-
ing movement worldwide to create sustainable cities and
communities. The Toronto-based International Council for
Local Environmental Initiatives is spearheading a campaign
to promote the adoption of local Agenda 21s or similar
undertakings. More than 2,000 cities in 64 countries—
including Buga, Colombia; Quito, Ecuador; and Lahti, Fin-
land—already have such initiatives under way.32

Governments have used the CSD to exchange views on
contentious topics that cut across traditional issue dividing
lines. For instance, the commission has considered the role
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its standards and provides countries with technical assis-
tance to help them with this task. It often generates enough
pressure in a first, investigative stage to bring an errant
country into line, making its second stage—a public hearing
to explain delinquency—unnecessary. Representatives from
both management and labor actually form part of the gov-
erning body of the ILO, through a unique tripartite system
in which they share equal standing with governments.28

THE UNITED NATIONS AND 
SUSTAINABLE DEVELOPMENT

Beyond a stronger U.N. environment agency, it is also essen-
tial that environmental concerns be integrated widely
throughout all U.N. activities. Many agencies are already
important players in the environmentally sustainable devel-
opment arena.

At the Rio Earth Summit in 1992, governments entrust-
ed the U.N. Development Programme with promoting
“capacity building” for sustainable development by helping
countries design appropriate policies and strengthen the
domestic institutions required to implement them. Two
years later, UNDP created a Sustainable Energy and Envi-
ronment Division (SEED) to consolidate the agency’s envi-
ronmental initiatives, including work on capacity building,
energy and atmosphere issues, the GEF, natural resources
management, and desertification. SEED is also charged with
infusing a concern for environmentally sound development
throughout the agency’s programs.29

Numerous other U.N. agencies are also active on the
environment and sustainable development. The World
Meteorological Organization has made important contribu-
tions to improved understanding of the complexities of 
climate science through its cosponsorship of the Intergov-
ernmental Panel on Climate Change. The World Health
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of trade and finance in sustainable development, as well as
the question of changing unsustainable production and con-
sumption patterns. It is also working to encourage govern-
ments to develop and use sustainable development
indicators to supplement traditional reliance on national
income accounts. The CSD has proved useful as a launching
pad for several important initiatives, including an intergov-
ernmental panel on forests and a review of voluntary indus-
try environmental initiatives.33

Perhaps most important, the CSD brings together a range
of stakeholders on an annual basis to take stock of progress
in putting the Rio agreements into practice. Since the first
CSD session in 1993, the number of nongovernmental par-
ticipants from around the world attending the annual
forums has quadrupled, reaching some 800 in 1999. High-
level government ministers, local officials, business organi-
zations, farmers, and indigenous peoples, among others,
have all participated. Together, these diverse players have
helped push forward action on such issues as forests,
oceans, production and consumption, tourism, trade, and
finance.34

All these developments are to the good. Yet as the num-
ber of international environmental meetings proliferates, the
ecological health of the planet continues to deteriorate.
Almost 10 years after the Rio Earth Summit, a framework of
international environmental governance has begun to
emerge. The time has now come to move beyond the frame-
work and construct the edifice itself.
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Chapter 10

partnerships for 
the planet

One of the great ironies of the demonstrations at the World
Trade Organization (WTO) meeting in Seattle in late 1999 is
that the massive protests against one form of globalization
were facilitated by another dimension of the same process—
the revolution in information and communications tech-
nologies. Just as these technologies have helped
corporations go global, so have they facilitated powerful new
forms of international activism by citizens’ groups: “The
Internet has become the latest, greatest arrow in our quiver
of social activism,” Mike Dolan, an organizer of the Seattle
protests, told the Los Angeles Times.1

As the breakdown of the Seattle talks demonstrated, civil
society has become strong enough to stop global economic
negotiations in their tracks. But the more important ques-
tion may be whether it can now harness that strength to
build a new kind of global governance from the ground up.
A nascent system of international environmental governance
is already beginning to emerge from diverse quarters, prov-
ing that governance is no longer just for governments.



together, all this activity adds up to the creation of a bona
fide global environmental movement that is rapidly becom-
ing as influential at the international level as it already is
within many countries.5

The last few years have seen some high-profile NGO suc-
cesses. In one powerful demonstration of NGO clout, a
coordinated campaign in 1998 to expose the environmental
deficiencies of a proposed Multilateral Agreement on Invest-
ment (MAI) was successful in bringing the agreement to a
halt, at least for the time being. Activists used the Internet to
post and publicize the previously secret draft agreement,
which aimed to lower obstacles to foreign investment just as
the WTO eases the way for global trade. But NGOs exposed
a number of provisions in the draft agreement that could
have constrained governments’ ability to minimize the envi-
ronmental damage and social disruption of foreign invest-
ment projects. Some governments have been trying to revive
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Reversing ecological decline in the early decades of the 
new century will require innovative partnerships between
many different actors, including nongovernmental organiza-
tions (NGOs), businesses, governments, and international
organizations.2

NGOS RISING

The last few decades have seen a flowering of nongovern-
mental environmental activism at the national and grass-
roots levels around the world. There are now tens of
thousands of environmentally related NGOs, most of which
have been formed since the 1980s. Growth has been partic-
ularly rapid in many parts of the developing world and in
Eastern Europe, where democratization has opened up
political space for NGOs and where mounting environmen-
tal problems have generated pressure for change.3

The number of NGOs working across international bor-
ders soared during the last century, climbing from just 176
in 1909 to more than 23,000 in 1998. (See Figure 10–1.)
Environmental groups have risen steadily as a share of the
total, climbing from just 2 percent of all transnational social
change NGOs in 1953 to 14 percent in 1993.4

Some of these organizations—such as Friends of the
Earth, Greenpeace, and the World Wide Fund for Nature
(WWF)—are themselves international, representing global
bases of support rather than parochial national interests.
They answer to constituencies sizable enough to rival the
populations of some nations: WWF has nearly 5 million
members, and Greenpeace has 2.5 million. Empowered by e-
mail and the Internet, NGOs have gradually organized them-
selves into a range of powerful international networks, such
as the Women’s Environment and Development Organiza-
tion, the World Forum of Fish Workers & Fish Harvesters,
and the Climate Action Network. (See Table 10–1.) Taken
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TABLE 10–1

Selected International Environmental NGO Networks

BirdLife International (created in 1922)

Global Reach: Links bird and habitat conservation organizations in 60 coun-
tries, with representatives in 27 additional countries.

Mission/Goal: To conserve bird species and their habitats and to identify
priorities for bird and biodiversity conservation through
research and data collection, grassroots efforts, and coordi-
nated policies, campaigns, and programs.

International Federation of Organic Agriculture Movements (IFOAM) (1972)

Global Reach: Includes more than 500 member organizations in 100 countries.

Mission/Goal: To develop organic agriculture by working with producers,
processors, and traders throughout the world.

Pesticide Action Network (PAN) (1982)

Global Reach: Links some 520 consumer, environment, health, labor,
agriculture, and public interest groups worldwide.

Mission/Goal: To encourage the replacement of pesticides with ecologically
sound alternatives and to promote more effective pest 
management through education, media, and advocacy.

International Rivers Network (IRN) (1985)

Global Reach: Links and mobilizes river activists worldwide via a global net-
work of supporters, funders, advisors, interns, and 
volunteers.

Mission/Goal: To halt and reverse the degradation of river systems, to 
promote alternatives to dams and channeling, and to help
protect and restore the well-being of the peoples, cultures,
and ecosystems that depend on rivers, through research,
analysis, and campaigning.

Climate Action Network (CAN) (1989)

Global Reach: Links more than 250 international groups and national orga-
nizations, organized into regional networks and represented
by seven regional focal points.

Mission/Goal: To promote government and individual action to limit human-
induced climate change to sustainable levels by coordinating
information exchange, formulating policy options and posi-
tion papers, and collaborating to promote effective NGO
action on climate issues.

Women’s Environment and Development Organization (WEDO) (1990)

Global Reach: Links a culturally and ideologically diverse group of women
activists and experts worldwide.

Mission/Goal: To increase the participation of women in decisionmaking in
public-policy institutions such as the United Nations and to
achieve social, political, economic, and environmental justice
through the empowerment of women.

Biodiversity Action Network (BIONET) (1993)

Global Reach: Currently composed of U.S. NGO members, but joins in
cooperative projects worldwide and expects eventually to
expand globally.

Mission/Goal: To advocate the effective implementation of the Biodiversity
Convention worldwide, primarily through coordinated, joint
NGO programs and information dissemination designed to
catalyze governmental action.

International NGO Network on Desertification and Drought (RIOD) (1994)

Global Reach: Connects NGOs and community-based organizations world-
wide via 16 focal points on six continents.

Mission/Goal: To improve the effectiveness of NGOs in their efforts to fight
desertification through the exchange of information, exper-
tise, and ideas.

World Forum of Fish Workers & Fish Harvesters (WFF) (1995)

Global Reach: Links fish harvesters, fish workers, and women from artisanal
and small-scale fishing communities via regional councils on
six continents.

Mission/Goal: To protect the rights and livelihood of fish workers while also
promoting sustainable fishing methods and greater industry
and government compliance with international fisheries
agreements.

International POPs Elimination Network (IPEN)  (1997)

Global Reach: Currently active on six continents; expects to gain the
endorsement and participation of hundreds of NGOs 
worldwide.

Mission/Goal: To facilitate information exchange and to support the activi-
ties of members who share a common interest in achieving
the global elimination of persistent organic pollutants.

SOURCE: See endnote 5.



the need for companies to obtain a social “license to oper-
ate,” and describes “the pressure on companies, wherever
they operate, to adopt the highest international environ-
mental, labour and ethical standards.” According to the
report, “heightened international scrutiny means that per-
ceived transgressors truly have ‘no hiding place’.”9

OPENING UP INTERNATIONAL 
INSTITUTIONS

International treaties and institutions have traditionally
been viewed as compacts among sovereign nations. Individ-
ual citizens were granted no formal role in the international
legal system, but were instead expected to make their voic-
es heard by influencing the policies of their own national
governments, thereby affecting the positions these govern-
ments advocate in international forums.10

But this theory is increasingly breaking down. Both envi-
ronmental organizations and business groups now exert a
direct and powerful influence in a broad range of interna-
tional negotiations and institutions. U.N. conferences and
the sessions in which environmental treaties are negotiated
are all routinely attended by scores of NGOs from all over
the world. International institutions such as the U.N. Com-
mission on Sustainable Development (CSD), the Global
Environment Facility, the World Bank, and the World Trade
Organization are the subject of intense NGO interest and
scrutiny. All these organizations have by now developed pro-
cedures—some more participatory than others—for inter-
acting with the nongovernmental community.11

Despite the recent growth in interaction between NGOs
and international institutions, the relationship is often
strained. Citizens’ groups working at the global level face
formidable obstacles. There is as yet nothing resembling an
elected parliament at the international level. Although the
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the negotiations under the umbrella of the WTO, but the
outcome of the Seattle meeting suggests that this is unlikely
to happen anytime soon.6

Another genre of NGO activism is aimed directly at cor-
porate decisionmakers rather than at international diplo-
mats. In one example of this approach, Greenpeace seized
headlines in 1995 when it successfully mobilized a con-
sumer boycott of Shell gas stations, forcing the gargantuan
multinational company to give up its plans for dumping the
Brent Spar, an abandoned oil rig, in the North Atlantic
Ocean. A few years later, MacMillan Bloedel, one of Canada’s
largest forest products companies, agreed to stop clearcut-
ting in British Columbia after a campaign by Greenpeace
and other groups to boycott products made from clearcut
timber convinced the company that the environmental stig-
ma of such a form of logging could devastate its European
market.7

Monsanto and other large producers of transgenic seeds
now find themselves in a similar position, as organized
opposition to genetically modified organisms (GMOs) by
European environmentalists has stymied their plans to
introduce genetically modified foodstuffs in Europe. The
waves of opposition have rippled back across the Atlantic,
and U.S. grain exporters began in late 1999 to ask farmers to
grow segregated non-GMO crops. In October 1999, Mon-
santo Chairman Robert Shapiro addressed his foes at a
Greenpeace business conference in London, where he
admitted that the company had not consulted sufficiently
with its critics, and pledged to enter into such discussions
“openly, honestly and non-defensively” in the future.8

Perhaps the strongest proof of the growing strength of
citizens’ movements is the seriousness with which the inter-
national business community now views them. A 1997
report by the Control Risks Group, a London-based firm that
advises businesses on political and security risks, discusses
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deliberations and make selective interventions. An interna-
tional NGO Steering Committee promotes collaboration
among these groups and facilitates interaction with the CSD
secretariat as well as with governments.15

Daily newsletters produced by citizens’ organizations,
including Eco and the Earth Negotiations Bulletin, have now
become mainstays of the international negotiating process.
Widely read by official delegates and NGOs alike during
international meetings, they reveal key failures in negotia-
tions and prevent the obscure language of international
diplomacy from shielding governments from accountability
for their actions.16

The business community is also becoming a growing
force in international environmental negotiations—for both
good and ill. Its strong presence is now felt in many differ-
ent international environmental forums, including those on
climate change, biological diversity loss, and the control of
persistent organic pollutants.

In the climate change negotiations, a number of U.S.-
based companies, including coal and oil businesses, that
maintain they would suffer under the treaty have participat-
ed in the Global Climate Coalition, a group that opposes the
Kyoto Protocol. But other business groups are enthusiasti-
cally in favor of a strong accord. Business councils for sus-
tainable energy have been formed over the last several years
in Australia, Europe, and the United States; they include
appliance manufacturers and renewable energy, energy ser-
vices, cogeneration, and natural gas companies that have
calculated that a strong climate treaty would help their bot-
tom lines. The insurance industry has also become a convert
to the cause, as it is worried that extreme weather distur-
bances caused by climate change could translate into steeply
rising claims. (See Chapter 6.)17

Parliamentarians are another potentially powerful group
of players on the global stage. The Global Legislators Orga-
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United Nations has begun to experiment with occasional
public hearings on topics of special concern, these continue
to be rare events. No formal provisions are made for public
review or comment on international treaties, nor is there a
mechanism for bringing citizen suits at the World Court.
International negotiations are often closed to public partici-
pation, and access to documents of critical interest to the
public is generally restricted.12

Officials and government representatives, for their part,
sometimes grow frustrated with NGOs. The confrontational
tactics of some groups, such as the effort to delay the open-
ing of the WTO meeting in Seattle, antagonize government
officials. And the growing role of NGOs in international
forums raises difficult issues of accountability. NGOs, unlike
democratic national governments, cannot claim the legiti-
macy conferred by the ballot box. Their sources of credibil-
ity and support are more complex, deriving from factors
such as unique knowledge or experience.13

Much of the NGO activity in international environmen-
tal policymaking dates to the June 1992 Earth Summit,
which was a watershed for the democratization of global
environmental governance. The 20,000 concerned citizens
and activists who attended the Rio conference from around
the world outnumbered official representatives by at least
two to one.14

The Agenda 21 action plan produced at the Earth Sum-
mit encourages the democratization of international policy-
making by focusing on the important role of “major groups”
(including citizens’ groups, labor unions, farmers, women,
business interests, and others) and by endorsing the need to
make information freely and widely available. In an impor-
tant precedent, the Commission on Sustainable Develop-
ment based its rules for NGO participation on the liberal
regulations that were in effect for the Rio conference. As a
result, hundreds of groups are authorized to observe CSD
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organizational structure is needed to aid citizen participa-
tion in global decisionmaking.20

As the outcry in Seattle made clear, bold actions are also
needed at global economic institutions to make them more
open and accountable. Information and documents at these
organizations are often tightly guarded, and negotiations
between governments are completely closed to observers,
with no NGO newsletters offering blow-by-blow accounts of
who said what to whom.

President Bill Clinton told delegates in Seattle that “if the
WTO expects to have public support grow for our endeav-
ors, the public must see, and hear, and…actually join in the
deliberations. That’s the only way they can know the process
is fair and know their concerns were at least considered.”
Despite this plea, many countries resisted making the WTO’s
operations more transparent. Before the talks broke down in
Seattle, some limited progress was made on allowing more
documents to be declassified. But no consensus was reached
on opening the controversial dispute resolution panels to
public observation, or on allowing NGOs to submit “friend
of the court” briefs.21

The World Bank, in contrast, has taken some important
steps over the last several years to make its activities more
accountable. In the early 1990s, the Bank adopted an infor-
mation disclosure policy that, while by no means perfect,
has made many more Bank documents publicly available.
And the creation of an independent inspection panel in 1994
set an important precedent by providing an impartial forum
where board members or private citizens can raise com-
plaints about projects that violate the Bank’s own policies,
rules, and procedures. The International Finance Corpora-
tion has recently appointed an environmental and social
Compliance Advisor/Ombudsman to serve a similar func-
tion for private-sector projects.22

Even the notoriously secretive International Monetary
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nization for a Balanced Environment (GLOBE) was founded
in 1989 to promote cooperation between parliamentarians
on global environmental issues. It now has more than 700
members from more than 100 countries, with regional affil-
iates in Brussels, Capetown, Moscow, Tokyo, and Washing-
ton, DC. GLOBE has been active in a range of international
policy debates, including those on climate change and the
WTO.18

Despite the many advances that NGOs have made at the
United Nations over the last several years, frustrations
remain. One problem is the scarcity of opportunities to par-
ticipate in the activities of standing U.N. bodies, including
the General Assembly and the Security Council. And securi-
ty restrictions imposed on NGO access to the U.N. premises
over the last few years have made it increasingly difficult to
lobby delegates directly. The New York–based Global Policy
Forum charges that despite Secretary-General Kofi Annan’s
lofty speeches about the role of NGOs, his Secretariat has
restricted their involvement through new rules, regulations
and fees.19

Pressure is growing for the United Nations to take bold
steps to formalize the growing importance of NGOs. Some
proposals envision creating a new assembly within the world
body where the views of the people of the world could be
more directly represented than under the current system.
One model for such an assembly is the directly elected Euro-
pean Parliament. A more feasible approach might be to cre-
ate a body composed of representatives of national
parliaments—perhaps as a transition to a full-fledged peo-
ples’ assembly. A “Millennium Forum” at the United Nations
in May 2000 will bring together NGO representatives from
around the world and other representatives of civil society to
consider how the sector’s energies can best be harnessed to
confront the global challenges of the twenty-first century.
The forum will consider, among other items, whether a new
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suits to be filed in home-country courts for alleged environ-
mental transgressions overseas.25

Over the last few years, some 10,000 companies world-
wide, many from developing countries, have become certi-
fied under the voluntary environmental management
guidelines forged by the Geneva-based International Organi-
zation for Standardization, a worldwide federation of nation-
al standards-setting bodies. The first set of standards in this
“ISO 14000” series was finalized in the fall of 1996. It cov-
ers internal management and auditing procedures—how, for
instance, a company should monitor its pollution. These
management guidelines are not to be confused with actual
performance standards that would specify, for example,
what levels of pollution would be acceptable. But they are
nonetheless a useful tool.26

Another type of international standard setting is embod-
ied in the numerous independent eco-labeling initiatives
now beginning to take hold. The organic agriculture com-
munity was a pioneer in this field. In the early 1970s, it
came together through the International Federation of
Organic Agriculture Movements to lay out the conditions
that farmers must meet in order to claim organic credentials.
More recently, the Forest Stewardship and Marine Steward-
ship Councils were formed to devise criteria for sustainable
timber and fish harvesting. (See Chapters 2 and 4.) One
strength of these efforts is the diverse range of stakeholders
they bring to the table, including businesses, NGOs, and
often governments and international organizations. In effect,
these initiatives are defining sustainability criteria for the
global economy.27

Although globalization is reducing the ability of govern-
ments to regulate activities within their borders, it is also
opening the way for a number of innovative public-private
partnerships such as those just described. Political econo-
mist Wolfgang Reinicke argues that such collaborations are
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Fund has moved to make more documents available to the
public. But this organization still has a long way to go in
learning how to listen to society at large when designing its
lending programs.23

FORGING A NEW GLOBAL COMPACT

In January 1999, U.N. Secretary-General Kofi Annan
addressed the World Economic Forum in Davos, Switzer-
land, an annual gathering of corporate titans and other
members of the global elite. While acknowledging that glob-
alization was now a fact of life, Annan noted that the spread
of global markets was outpacing the ability of societies and
their political systems to adjust to them, “let alone to guide
their course.” He called on the business leaders present in
Davos to work with the United Nations to forge a new glob-
al compact that would “embrace, support and enact a set of
core values in the areas of human rights, labour standards,
and environmental practices.”24

In the environmental realm, several business initiatives
along these lines are already well under way. Many multina-
tional corporations already adhere to roughly uniform envi-
ronmental policies and standards throughout their
worldwide operations. And a number of international indus-
try groups have now crafted voluntary codes of environ-
mental conduct; many of them call for companies to
approximate the standards of their home countries wherev-
er they do business, which is more practical in any case than
operating in numerous different ways around the world.
Meeting international environmental criteria also allows
companies to trumpet green credentials, which are of grow-
ing value in the international marketplace. An additional
impetus for maintaining strict internal corporate environ-
mental policies is a desire to avoid adverse publicity—as
well as recognition of the growing tendency for costly law-
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planting the seeds of a new system of international gover-
nance based on global public policy networks among diverse
actors, including international organizations, business,
labor, and NGOs. Although such partnerships will not sub-
stitute for governments in the decades ahead, they could
play a key role in helping to bring together the various play-
ers needed to solve diverse aspects of the planet’s ecological
predicament.28

Thirty years ago, photographs of Earth taken from space
by the Apollo expeditions indelibly impressed on all who saw
them that the planet, while divided by political boundaries,
is united by ecological systems. These photos helped inspire
the first Earth Day, which in turn motivated numerous coun-
tries to pass environmental laws and create environmental
ministries. This year, the world will celebrate Earth Day
2000. A comparable groundswell is needed in support of the
innovations in global governance that will be required to
safeguard the health of the planet in the new millennium.
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