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The Ninth Meeting of the Round Table on Sustainable Development at the OECD 

was held at the Château de la Muette on 

Friday 6 December 2002 at 9.30 a.m. in Room Roger Ockrent

Private Voluntary Eco-labels for Sustainable Development

The following is a short summary note (issued under the Chairman’s responsibility) of the discussion on 6 December. Please note, in keeping with Round Table procedures a detailed note of the meeting will not be circulated.

The main theme considered by participants was the appropriate role of the public and private sector in eco-labelling schemes.   The discussion on this was prompted by brief but contrasting presentations by the authors of the two background papers for the meeting: Voluntary Sustainability Standards and Labels: The Case for Fostering them (Guy Salmon); and Private Voluntary Eco-labels: Trade Distorting, Discriminatory and Environmentally Disappointing (Vangelis Vitalis).
· The role of the public sector: There were mixed views about whether there was a need to expand the role of governments in private voluntary eco-labelling schemes. 

· Some participants regarded governmental intervention as likely to be unhelpful. It was noted, for instance, that public sector involvement in organic labelling had effectively stifled the trade. Some participants believed that government intervention could negatively affect a flexible and leading edge approach to environmental issues. It was noted in particular that eco-labels were ‘regulation plus’ and that government involvement over and above the regulatory ‘line’ for labelling would be unhelpful and indeed damaging to eco-labels. 

· Others were more optimistic. Some considered that a link, even an ‘arms-length’ relationship between eco-labels and the government, was critical to ensure the WTO-compliance of the schemes. Some participants also saw a role for governments in verifying claims made by eco-labels. There was widespread agreement that governments should intervene to provide technical assistance in support of eco-labels, particularly to developing country producers. 

· Despite the concerns raised about the public sector role in eco-labels, governments were under increasing pressure to intervene. This pressure was being exerted with a view to asking governments to: 

· reduce the risk of WTO litigation; 

· eliminate discriminatory practices; 

· enhance consumer confidence; 

· reduce the proliferation of eco-labels and the competition between them;

· verify the claims made by labels;

· implement the WSSD Plan of Implementation; and

· offer trade preferences to products using eco-labels. 

· In this context, the discussion focussed on the following: 

· WTO: Some participants opposed any attempt to create a linkage between governments and private eco-labels which risked drawing eco-labels into a WTO dispute settlement process. It was also noted that, given the opaque legal status of private voluntary schemes, any attempt to deal with eco-labels through the WTO presented a number of complicated problems which it was better to address through other international fora. Nevertheless, there was some support for a clarification of the WTO rules in this regard.

· Eco-label Code of Conduct/Convention: In the context of the discussion on international institutions/agreements and eco-labels, it was noted that CITES offered a very robust model which could be used to provide a framework for eco-labelling initiatives. It had not run afoul of the WTO. Some participants strongly supported a specific proposal to establish a global framework for private voluntary eco-labels. This could take the form of a set of non-binding principles or, better still, a formally negotiated global convention which enumerated principles for the management and elaboration of non-discriminatory eco-labels. It was suggested that UNEP could host such a ‘convention’ or framework, in the same way that it provided a ‘home’ for other MEAs. Other participants foresaw WTO/MEA-related difficulties with this. Some participants observed that the WTO TBT Code of Good Conduct should be the focus of any attempt to address the issue, though it was noted that this did not fully reflect the environmental concerns which underpin eco-labels.

· WSSD: Governments had signed on to the WSSD Plan of Implementation. This included a substantial section on promoting sustainable consumption patterns. Participants identified eco-labels as a tool for improving the sustainability of consumption over the next decade. Governments were therefore urged to use the Plan of Implementation as a reference point for greater action on eco-labels. It was noted, however, that the difficulty in using this tool would be to ensure that it remained WTO-compatible and sensitive to developing country needs. 

· Mutual Recognition: Participants were supportive of the establishment and advancement of mutual recognition processes for eco-labels. Nevertheless, several participants noted the credibility problem many developing country eco-labelling programmes had in the eyes of developed country consumers. This problem appeared insurmountable at the present time. Consequently, it was felt that too great a focus on mutual recognition processes might add only limited value to eco-labelling for trade. Some participants noted that franchising developed country labels to developing countries might be a way to counter consumer scepticism. Competition between labels, including by developing countries was also regarded as a problem by some and it was unclear whether or indeed how governments might intervene to address this. 

· Developing Countries: Several participants noted that the infrastructure to support eco-labelling programmes simply did not exist in developing countries and thus, greater government involvement would be required, at least in the initial phase. Moreover, for developing countries the main concern remained the ways in which eco-labels could be used for protectionist purposes. One-size-fits-all labels and the costs of certification were a particular difficulty. It was also noted that small and medium enterprises in developing countries found it very difficult to use eco-labels, without a modicum of assistance from the government. There was strong support for enhanced technical assistance.

· Trade Preferences: There was some discussion of how to give trade preferences to products which used eco-labels. Using the GSP to support labels was one suggestion. It was also noted that the Doha agenda launched negotiations on improving access for environmental goods and services. Eco-labels may be useful in helping identify such products. Some participants were less supportive of this suggestion, noting the discriminatory nature of some labelling programmes.  

· The role of the private sector: As with the discussion on the governmental role, views were mixed about the utility of private sector involvement. Among the points raised in the discussion were:
· Producer/consumer eco-labels: It was noted that precision was required in any discussion on eco-labels. There are a wide variety of labels serving different functions. Consumer interests in eco-labels were not necessarily identical to producer interests.  
· Production versus process eco-labels: Several references were made to the difference between eco-labels which identified production methods and those which indicated management methods. In this regard ISO standards were noted as a useful model of what can be done to improve environmental management procedures. At the same time, the high costs of ISO certification were a significant concern for developing countries.   

· Life Cycle Analysis (LCA): Some participants considered this issue too ambitious for labelling programmes. Assessing a product on the basis of fifteen or more characteristics was unrealistic. Consumers were not interested in so much information. Furthermore, there was already far too much detail on many labels. There was a risk of ‘labelling fatigue’. A number of other participants argued, however, that LCA was important, precisely because it was leading edge. The small numbers of consumers who are prepared to pay a price premium are interested in all aspects of the process and production process.
· Truth in labelling: This remained a significant problem. Some participants considered that the private/NGO sector was not necessarily the most reliable conduit for verification. Nevertheless, other participants argued that schemes had an interest in being truthful about the claims they made. They needed to be respectable to maintain market share. Otherwise they would not survive. 
· Role of NGO/private sector standards: NGO/private sector standard setting for eco-labels need to reflect consumer needs. Too many eco-labels set too many standards which consumers (and producers) are struggling to keep abreast of. The standards for many eco-labels changed yearly and this was an added burden for producers and consumers. On the other hand, several participants noted that for eco-labels to remain relevant they needed to reflect changing process and production methods.  
· Costs/Price Premiums: The cost of subscribing to an eco-label and maintaining that subscription was rated as a significant negative factor for many companies. Several participants commented that the problem was particularly acute for small and medium sized enterprises. Given that the price premium for eco-labels was low, some participants believed that the answer was to establish a base standard to which all products had to adhere. A number of other participants noted, however, that the whole point of eco-labels was that they were above the ‘standard base reference’. An eco-label distinguishes an ‘elite’ product and deliberately only captures a small segment of the market. Furthermore, if the costs of certification are weighed against the premium derived, then eco-labelled goods were believed to be slightly ahead on this score. 
· Proliferation of Schemes: Some participants expressed concern about the growing number of eco-labels. It was difficult to see how, for instance, more than thirty eco-labels for organic products contributed to improving consumer information. Rather, ‘consumer overload’ and cynicism was the likely result. Those managing private voluntary schemes were strongly advised to take a long hard look at the essential ‘softness’ of the market for such labels.

· WSSD: Several participants considered that there was a role for a ‘Type 2’, public-private sector initiative in support of labelling. 
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