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Summary of key issues and the way forward

Summary of key issues and the way forward

Issues of relevance to Small Island Developing States (SIDS)

The concept of the oceans economy, also referred to as the blue economy, is one that simultaneously
promotes economic growth, environmental sustainability, social inclusion and the strengthening of oceans
ecosystems.

The oceans economy is subject to a multilayer regulatory framework under the United Nations Convention
on the Law of the Sea (UNCLOS) and other national, regional and multilateral as well as sectoral gover-
nance regimes.

The oceans economy can contribute to addressing some of the concerns associated with economic and
environmental vulnerability, including those associated with remoteness, by fostering international and
regional cooperation under an ‘ocean space approach’, which is also expressed in the literature as marine
spatial planning.

An ocean space approach requires the development of a more coherent, integrated and structured frame-
work that takes account of the economic potential of all marine natural resources, which include seaways
and energy sources from the oceans.

The oceans economy offers significant development opportunities and also raises challenges for SIDS in
sectors such as sustainable fisheries and aquaculture, renewable marine energy, marine bio-prospecting,
maritime transport and marine and coastal tourism.

Fisheries represent a significant part of the economic output of many SIDS. As the demand for fish
products continues to grow, SIDS need to explore options directed at securing economic benefits while
ensuring sustainable management of these resources.

SIDS could explore ways to mainstream the generation of renewable energy into their national and re-
gional planning and energy mix. The potential exists to increase offshore wind-generated electricity and
the use of algae biomass in the production of fuel.

Bio-prospecting of marine genetic resources offers interesting opportunities for benefit-sharing and cre-
ation of scientific capacities in SIDS, especially in relation to pharmaceuticals, cosmetics and food prod-
ucts development.

Current incentives for ship registration could be better leveraged by linking them to financial and ship clas-
sification services. Moreover, developing sustainable and resilient regional maritime or multimodal hubs
and enabling the provision of incidental services (such as port-related storage, insurance and financial
services), as well as sustainable and reliable transport services, can assist in addressing the challenges
faced by SIDS regarding maritime transport and improving trade connectivity.

Tourism can also be mainstreamed into national and regional planning. Facilitating travel routes and the
operation of service providers in transport, information and communications technologies (ICTs) and fi-
nancial services could strengthen SIDS’ appeal to both investors and travellers. Links with maritime and
air transport, such as open seas and skies agreements, could be further explored.

Key suggestions and the way forward

Thereis aneed to mainstream the oceans economy into the future United Nations Sustainable Development
Goals. Consideration should be given to a comprehensive goal focusing on use of marine ecosystems
and resources within ecological limits.

SIDS need to find opportunities to engage in the process of global reporting and assessment of the
state of the marine environment, including socio-economic aspects, under the United Nations General
Assembly. This process should lead to key findings and conclusions that can shape the future of oceans
governance.
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An ocean space approach or marine spatial planning can be particularly useful for SIDS in sectors that are
dependent on the sustainable management and use of common resources, and where there are multiple
national/regional competent authorities.

There is an urgent need for an international framework to discipline harmful fisheries subsidies. The World
Trade Organization (WTQO) negotiations which aim to clarify and improve disciplines for fisheries subsidies
as part of its post-Bali work programme should be reinvigorated as part of that process.

There is a need for parallelism in the disciplining of harmful fisheries subsidies and in line with sectoral mar-
ket access negotiations on fish products under the WTO. Advancements in market access negotiations
without commensurate movement on subsidies may lead to incoherent and potentially damaging results.
Well-managed sectoral reforms, parallel regulation and institution building in key environmental services
sectors, such as wastewater treatment and remediation services, can support further investment in sec-
tors that promote sustainable oceans in SIDS.

SIDS can also consider approaches to advance the design and implementation of regional regulatory and
institutional frameworks for access and benefit-sharing for marine bio-prospecting in order to harness any
potential benefits that result from research and development activities.




1. Introduction

1. INTRODUCTION

The fact that oceans and seas (as well as rivers,
waterways and estuaries) matter for sustainable de-
velopment is undeniable. Two thirds of the earth’s
surface is covered by water. The oceans' are widely
accepted as the incubator of all life forms. They are a
fundamental yet delicate part of the Earth’s biosphere
and essential to sustaining life on the planet. Oceans
serve a variety of purposes, all critical to the suste-
nance and preservation of human life. Among other
things, they provide food and minerals, generate
oxygen, absorb greenhouse gases (GHG), mitigate
climate change, influence weather patterns and tem-
peratures and serve as highways for human transport
and sea-borne trade.

The link between humans and the oceans has been
fundamental to the development of human civilisation.
Today, more than 3 billion people live in close prox-
imity to the coast. This number is bound to rise with
population growth, urban drift and increasing demand
for accommodation close to oceans and seas. The
high level of dependence of humans on marine as-
sets is putting unprecedented pressure on marine
ecosystems to service the ever-increasing demands
of the growing global population. There is therefore
an increasing need for regulation on the basis of an
appropriate balance between the demand for oceans’
natural resources and their sustainability.

Healthy oceans and seas are essential to a more
sustainable future for all. This is particularly true in
the case of Small Island Developing States (SIDS).
However, oceans are facing significant existential
ecological risks that can negatively affect the social
and economic prospects of all countries, particularly
SIDS and coastal States that are acutely dependent
on oceans. Some of these risks are a rise in sea levels
due to climate change; acidification of oceans result-
ing from increased emissions of carbon dioxide; over-
exploitation and poor management of marine resourc-
es, including fisheries; wastewater runoff; deposit of
pollutants into waterways; and the compromise of the
seabed as a consequence of mineral resource pros-
pecting and extraction.

In the Rio+20 outcome document, ‘The future we
want’,> UN Member States, committed to: ‘protect,
and restore, the health, productivity and resilience of
oceans and marine ecosystems, to maintain their bio-
diversity, enabling their conservation and sustainable

use for present and future generations’. Sustainable
use of oceans is critical to poverty reduction, food
security, livelihood sustainability and mitigating climate
change.

In developing a sustainable balance between often
competing ecological and economic imperatives, the
concept of the oceans economy (also referred to as
the blue economy) was established and has been
further elaborated in the ‘Blue Economy, Abu Dhabi
Declaration’.®

The Rio+20 outcome document points to several av-
enues for the implementation of its programme of ac-
tion, including components that relate to the oceans
economy. Elements of the programme of action
include trade, finance, technology and capacity build-
ing. Establishing an effective governance regime for
the oceans economy is essential to creating and regu-
lating a sustainable balance between the utilisation of
marine resources and the protection of marine eco-
systems. In the areas of trade governance, the rules-
based multilateral trading system (MTS) — embodied in
the World Trade Organization (WTO) — is mandated to
create and enforce trade rules in a manner that sup-
ports the optimal use of the world’s resources (includ-
ing marine ones). Specifically, the mandate highlights
the objective of sustainable development and seeks
to both protect and preserve the environment in a
manner consistent with the needs and concerns of
countries at different levels of economic development.
In this context, SIDS through relevant alliances such
as the Small Economies proponents engaged in WTO
negotiations can seek to advance the economic and
environmental imperatives bound within the context of
the oceans economy.

The present study seeks to contribute to a better un-
derstanding of the nascent and developing concept of
the oceans economy. This will be achieved through:
(1) the identification of the main trade and develop-
ment opportunities and challenges in the ocean space
and (2) an assessment of the role of the MTS and rel-
evant United Nations (UN) rule-making bodies in the
development of an enabling regulatory environment
supportive of the sustainable development of SIDS.
In this regard, the paper will provide an overview of
the current multilateral trade negotiations that touch
on the oceans economy and provide suggestions on
how the MTS can advance economic development
while simultaneously promoting sustainable develop-
ment objectives.
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The United Nations Conference on Trade and
Development (UNCTAD) and the Commonwealth
Secretariat have provided support, within their own
mandates, to advance the agenda of SIDS from the
inception of the international dialogue on their special
treatment. In this context, both organisations have
made a measurable contribution to the Barbados Plan
of Action and the Mauritius Strategy. These efforts will
continue toward and beyond the Third International
Conference on SIDS to be held in Samoa in 2014. Both
at the UN level and the level of the Commonwealth
Heads of Government Meeting (CHOGM), SIDS-
related issues have been highlighted and mandates
have been produced to address their key concerns.

1.1 The oceans economy and its
particularities

1.1.1 Concept

The oceans economy (also referred to as the blue
economy) is a relatively new concept that has its origins
in the green economy concept endorsed at the United
Nations Conference on Sustainable Development,
held in Rio de Janeiro in 2012. It shares the same
desired outcome: the improvement of human well-
being and social equity, while significantly reducing
environmental risks and ecological scarcities. At its
core the oceans economy refers to the de-coupling
of socio-economic development from environmental
degradation. In this regard, efficiency and optimisation
of natural marine resources within ecological limits
becomes paramount. This includes, the sourcing and
usage of local raw materials and where feasible, the
utilisation of ‘blue’, low energy options to realise envi-
ronmental benefits.

The concept of an oceans economy also embodies
economic and trade activities that integrate the con-
servation and sustainable use and management of
biodiversity, including maritime ecosystems, and ge-
netic resources. In addition, it includes activities that
are not natural resource intensive, support sustainable
patterns of consumption and generate lower or no
GHG emissions. It also seeks to contribute to mitiga-
tion and adaptation efforts to address climate change
risks manifested in the rise of the sea level and the
acidification of seawater.

Additionally, an oceans economy approach supports
sustainable livelihoods and food security for SIDS
and coastal populations. Globally, approximately 350
million jobs are linked to the oceans through fishing,

aquaculture, coastal and marine tourism and research
activities.* Moreover, in excess 1 billion people depend
on fish as their primary source of protein.® The over-
exploitation and poor management of marine resourc-
es have resulted in lost opportunities, heightened food
insecurity and diminished economic opportunities for
some of the world’s poorest people.

1.1.2 Jurisdiction and regulatory frameworks

The international ocean governance framework com-
prises a multilayer and complex network of interna-
tional and regional agreements involving intergovern-
mental and civil society organisations.

The overarching framework agreement governing
the management of the oceans is provided by the
1982 United Nations Convention on the Law of the
Sea (UNCLOS), which establishes a comprehen-
sive framework for the use and development of the
oceans. The Convention defines the extent of various
jurisdictional zones, delineated according to distance
from coastlines on the basis of set baselines, and sets
out the rights and obligations of countries regarding
those zones. Countries have sovereignty over their in-
ternal waters, territorial seas and archipelagic waters
and sovereign rights over the resources in their ex-
clusive economic zone (EEZ) and the seafloor of their
continental shelf. These zones represent about 30 per

cent of all ocean areas (see Figure 1.1).

Major features of UNCLOS include the conservation
and management of living marine resources, rights to
seabed non-living resources, the obligation to protect
and preserve the marine environment, navigational
rights, legal status of resources on the seabed beyond
the limits of national jurisdiction, the conduct and pro-
motion of marine scientific research and a procedure
for settlement of disputes between States. These ba-
sic parameters guide the application of other conven-
tions insofar as they relate to the oceans.

Another vital aspect of UNCLOS is that it governs ac-
tivities both on land and at sea. That is, to the extent
that activities on land impact the marine environment
or the habitat of marine species, they are addressed
by various provisions of the Convention.

In addition to UNCLQOS, there are a number of other
global and regional agreements and declarations that
supplement the Convention regarding specific ac-
tivities or regions, including the 1995 UN Fish Stocks
Agreement, the Convention on Biological Diversity
(CBD) and Chapter 17 of Agenda 21. Of these, the
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Figure 1.1: Economic Exclusive Zones (EEZ)

Note: Light blue areas represent EEZs

Source: Ministry of Primary Industries of New Zealand (2008). See http://www.fish.govt.nz/en-nz/Starfish/Kids+Zone/

Factsheets/high+seas.htm

CBD is especially relevant as an international treaty
that calls for the conservation of all biodiversity and is
implemented in the marine environment in a manner
consistent with the rights and obligations of States
under UNCLOS.

At the regional level, the United Nations Environment
Programme (UNEP) Regional Seas Programme and
other regional marine environmental programmes
include multilateral agreements that address the use
and protection of the marine environment. In certain
regions of the world’s oceans, these regional environ-
mental agreements are complemented by Regional
Fisheries Management Organisations (RFMOs), es-
tablished for the development of conservation and
management measures for fisheries.

Numerous sector-specific  instruments have also
been adopted under the auspices of relevant gov-
erning bodies, such as the International Maritime
Organization (IMO) for shipping and the International
Whaling Commission (IWC).

Many economic activities that take place in the
oceans such as fisheries and sea transport have been
regulated through conventions and customary inter-
national law for some time. Other economic activities
are relatively recent and have emerged as a conse-

quence of new technological and infrastructure devel-
opments that have made it possible to reach, extract,
and use natural resources that were not previously
accessible. This has resulted in, for example, resource
exploration and harvesting in various sectors such as
bio-prospecting and marine renewable energy or sea
oil and gas exploration. It is expected that advances
in technology will significantly enhance access and
capacity to extract additional marine resources in the
coming decades.

This is not, however, the end of the governance story.
More recently, multilateral trade negotiations and
agreements have increasingly been playing a role in
the regulation of goods and services that affect and
concern oceans and marine resources. This is evi-
denced in the high profile disputes settlement cases
such as Tuna-Dolphins®, Shrimp-Turtle” , and Seals® at
the WTO as well as in the WTO Doha Round mandate,
which proposes negotiations on fish subsidies, non-
agricultural market access (NAMA) and environmental
goods and services (EGS). WTO SIDS are actively
participating in the Doha Round negotiations through
several groupings — including the Africa, Caribbean
and Pacific Group (ACP), least developed countries
(LDC) and small, vulnerable economies (SVEs) — with
a view to advancing their trade and development in-
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terests and ensuring a balance between environmen- in specific plurilateral and regional trade negotiations
tal sustainability and economic growth. Many of the  (e.g., environmental goods liberalisation and fisheries
issues that concern SIDS are also under discussion subsidies).
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2. THE OCEANS ECONOMY
AND SIDS

Small Island Developing States (SIDS) are a distinct
group of developing countries that face common so-
cial, economic and environmental challenges. These
include small populations, high dependency on de-
velopment assistance and international trade (espe-
cially commodities through preferential trade regimes),
susceptibility to external shocks, high transportation
costs and low connectivity, susceptibility to natural di-
sasters and high vulnerability to the impacts of climate
change. Of particular concern to SIDS in this regard
are the risks associated with rising ambient tempera-
tures and sea levels.

The United Nations Conference on Trade and
Development (UNCTAD) classifies 29 countries as
SIDS (Table 2.1). There are 10 in the Caribbean
and the Americas, 12 in the Pacific, 5 in Africa and
2 in Asia. This represents a significant geographical
dispersion and highlights the difficulties they face in
forging common solutions to many of their inherent
challenges. For example, while a similar template
for marine management systems could be used by
different small States, remoteness and geographic
dispersion prevents the pooling of resources for their
implementation.

While SIDS share common characteristics, they are
not homogenous and have diverse social and eco-
nomic structures. These structures may well define

the policy approaches they pursue and the extent to
which additional opportunities from the oceans can
be harvested. The level of dependence on oceans
by SIDS differs from country to country. For example,
some are reliant on natural resources to drive econom-
ic development due to factor endowments. Resource-
dependent SIDS include Nauru, Papua New Guinea
and Trinidad and Tobago, which rely heavily on either
oil, gas, phosphates, timber or fish exports. Other
SIDS - including Barbados, Mauritius, Saint Lucia and
the Seychelles — are more services-oriented, with an
emphasis on tourism and some financial services.

For SIDS, oceans and seas constitute a much larger
geographic area than their inland territory, espe-
cially when the EEZ is taken into account. The Cook
Islands, for example, have a land space of 240 square
kilometres and an EEZ of 1.8 million square kilome-
tres. Therefore, the sustainable harvesting of marine
resources presents a significant opportunity for envi-
ronmentally sound, socially inclusive economic growth
and development.

Several countries and regions are starting to assess
the need for and are striving to implement common
governance frameworks under an ocean space ap-
proach (marine spatial planning). Examples of their
use can be found in the design of a draft national
marine policy in the Bahamas, the oceans economy
road map of Mauritius and the regional oceans policy
adopted by the Organisation of Eastern Caribbean
States (OECS).

Table 2.1: UNCTAD list of SIDS (used for analytical purposes in this study)

Antigua and Barbuda Maldives

Bahamas Marshall Islands

Barbados Micronesia (Federated States of)
Cape Verde Mauritius

Comoros Nauru

Dominica Palau

Fiji Papua New Guinea

Grenada Samoa

Jamaica Sao Tome and Principe

Kiribati Seychelles

Also Commonwealth member States.

Solomon Islands

Saint Kitts and Nevis

Saint Lucia

Saint Vincent and the Grenadines
Timor-Leste

Tonga

Trinidad and Tobago

Tuvalu

Vanuatu
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In the case of the Bahamas, an integrated marine
policy framework is being implemented to manage the
ocean space and marine resources with the objective
to give greater clarity to roles, functions and actions
of approximately 34 governmental bodies. It will also
hold competence over marine affairs and consolidate
36 pieces of subsidiary legislation regulating marine
activities.®

Mauritius launched its first oceans economy road-
map in 2013, which seeks to take advantage of the
immense economic potential of oceans.™ The road-
map places emphasis on the need to make use of
the untapped value locked up in the EEZ by ensuring
sustainable and coordinated utilisation of living and
non-living resources. Sectors of interest include tour-
ism, seaports and seafood-related activities. In order
to advance the roadmap’s priorities, a national public-
private task force as well as an oceans business park
and an oceans research centre will be created. This
new institutional set up will be complemented and
supported by a comprehensive regulatory review of

the oceans economy. Likewise, the member States of
the OECS in 2013 approved, the Eastern Caribbean
Regional Oceans Policy. This regional policy architec-
ture provides a framework that guides planning and
development of marine activities in a rational and sus-
tainable manner within the region.

It is too early to point toward concrete results of these
policy frameworks, but a shift in mind-set towards a
‘common oceans space’ at a regional level is start-
ing to emerge. Other SIDS could also consider the
development of a broader regional ocean governance
architecture, based on the framework of UNCLOS,
that ensures the sustainable management of living
and non-living resources as an effective avenue to
bolster economic growth and development. Such
an approach could support common regulations
and institutions aimed at governing enterprise and
infrastructure development and investment. This ap-
proach would allow for the necessary consolidation
of resources that might otherwise be out of reach for
SIDS acting individually.
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3. TRADE AND THE OCEANS
ECONOMY: CHALLENGES
AND OPPORTUNITIES FOR
SIDS

Many marine resources are not targeted for local mar-
kets but exported as raw materials, intermediates or
final products, and the demand for goods and ser-
vices originating in the oceans is likely to increase as
populations continue to grow.

Trade in marine products can create opportunities
for economic growth, export diversification and new
investments. Moreover, as technology evolves and
marine resources become more accessible and their
use more feasible, new economic and trade sectors
are also likely to emerge, potentially generating new
job opportunities. Major trade sectors where opportu-
nities already exist or could be found in the near future
include sustainable fishing and aquaculture, certain
marine transport services and port management,
marine renewable energy, marine bio-prospecting and
biotech, regulated sea-bed mineral resource extrac-
tion and maritime and coastal tourism.

Trade in these marine sectors can be boosted by intro-
ducing sound regulatory and institutional frameworks
to develop ancillary services needed to undertake
these activities, including financial, insurance, com-
munications, testing and certification and research
and development (R&D) activities. In addition, the way
in which resources are harvested and processed mat-
ters more and more to consumers globally. In this re-
gard, trade can be an enabling factor in the promotion
of sustainable activities, moving production in eco-
logically friendly goods from niche market segments
to mainstream international trade, thus responding to
evolving consumer demand.

Optimisation of the use of natural oceanic resources
that are directly traded or serve as inputs to industrial
and services activities must extend beyond economic
considerations by incorporating environmental and
social factors and risks into the equation to ensure
long-term sustainability. As noted earlier, over-exploi-
tation and poor management of marine resources
have resulted in lost opportunities to sustain growth
and increased risks to global food security and live-
lihoods. These risks are of particular importance to
SIDS.

3.1 Sustainable fishing and aquaculture

Fish and fish products are an important sector of
global trade. In 2013, total world exports of fish and
fishery products were estimated to reach US$136
billion, showing an average of 12 per cent annual in-
crease over the prior 10 years.' Most of these exports
are driven by the demand in developed countries,
which account for more than 75 per cent of global
fish imports.™ It is anticipated that demand from Asia
will grow at a rate comparable to that of demand
from developed country markets. This is partly the
consequence of dwindling fisheries stocks available in
neighbouring seas of industrialised countries due to
excessive exploitation over the last 200 years.

Marine fisheries are particularly important in SIDS for
income generation and for the livelihoods of many
coastal communities. Fish exports of SIDS represented
about 1.7 per cent of their total GDP in 2012.* In some
SIDS, fisheries can contribute 10 per cent or more of
gross domestic product (GDP) and may account for
up to 90 per cent of animal protein in their populations’
diet, with national fish consumption as much as four
times higher than the global average per capita.'®

Interms of trade, UNCTAD statistics reveal that in 2012
SIDS exports of fish products reached US$1.75 billion
and represented approximately 7 per cent of their total
exports.'® Figure 3.1 demonstrates an upward trend
in exports from SIDS over the last five years (although
this is modulated by a fall in demand during the fi-
nancial crisis). This trend notwithstanding, based on
assessed capacity there remains space for expanding
growth opportunities in many SIDS, especially if they
can set appropriate policies to ensure that domestic
firms can effectively participate in sustainable harvest-
ing of local or regional fish stocks.

Export growth trends at the global level are not likely
to be maintained indefinitely if fish stocks are not sus-
tainably managed. Alarming reports from the Food
and Agriculture Organization (FAO) indicate that ap-
proximately 32 per cent of global fish stocks are over-
exploited, depleted or recovering from depletion and
a further 50 per cent are fully exploited.!'” Currently,
only 12.7 per cent of all fish — generally less com-
mercially desired species — are not fully exploited.
Important efforts are required to ensure that fishing is
fully regulated, reported and monitored and that fish-
ing subsides that promote overfishing are phased out.
Overfishing and illegal trade are also said to affect en-
dangered species covered by Appendix 1 and 2 of the
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Figure 3.1: SIDS fish and fish products exports in US$ thousand (2007-2012)
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Convention on the International Trade in Endangered
Species of Wild Fauna and Flora (CITES), such as sea
turtles, certain sharks and corals, adding to the chal-
lenges of controlling overfishing. There are more than
500 dead zones across 245,000 square kilometres'®
where low levels of oxygen and high levels of pollution
create hostile environments for marine life. Globally,
human activities have destroyed more than 20 per
cent of mangroves, 30 per cent of sea grass beds and
20 per cent of coral reefs, ' hindering biodiversity and
ecosystems services needed for reproduction.

Important efforts are needed to ensure that fishing
is fully regulated, reported and monitored, and that
fishing subsides that contribute to overfishing and
overcapacity are phased out. According to UNEP, the
value of subsidies provided is estimated to be worth
US$15-35 billion annually.?® Additionally, data from the
European Union (EU) clearly demonstrate that exces-
sive levels of fishing subsidies contribute to overca-
pacity (i.e., too many fishing boats for the volume of
fish that can be caught, directly resulting in overfish-
ing). Of the €12.9 billion in fishing subsidies that have
been granted by the EU and its members for the fish-
ing sector since 2000, only 1 per cent were beneficial
subsidies for the marine environment.?! The European
Commission has determined that the capacity of the
EU fleet is two to three times above the sustainable
level in a number of fisheries. This overcapacity pro-
motes overfishing, causing environmental damage
and progressively making the EU fleet economically
non-viable. Managing capacity is therefore crucial.

Sustainable fishing and aquaculture represent the main

2010 2011 2012

approaches to reduce overfishing and restore marine
ecosystems. Adopting sustainable fishing requires
addressing the underlying causes of resource deple-
tion, including subsidies that contribute to overfishing
and overcapacity, illegal, unreported and unregulated
(IUU) fishing activities and marine pollution, among
others. Several international conventions,?? codes of
conduct? and guidelines®* have been adopted under
the auspices of the UNCLOS, FAO and UNEP to ad-
dress some of these problems, but the capacity to
implement, monitor and enforce them still needs to
be improved.

There are about 50 regional fisheries agreements that
deal with conservation, management and develop-
ment of fisheries. Some are limited in scope, such
as those that apply to migratory species (e.g., tuna).
However, these agreements have been criticised for:
(1) not playing an effective role in addressing IUU fish-
ing activities and (2) not supporting the full recovery of
stocks under covered areas, with some specific ex-
ceptions such as the case of North-east Arctic cod.?®
This situation is exacerbated by low levels of trans-
parency, by the strong lobbying capacity of the fisher-
ies sector seeking larger quotas and by institutional
weaknesses, including the incapacity of members to
fully implement conservation and management prin-
ciples under these agreements.

The Regional Fishery Body Secretariats Network (RSN)
was created in 2007 to promote coherence and ex-
change of information between regional fisheries ar-
rangements in response to some of the concerns men-
tioned above.?® Notwithstanding the progress made,
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some observers suggest that these efforts are insuf-
ficient and are calling for the creation of a UN ‘oceans’
organisation’ to monitor and promote greater levels of
coherence in oceans’ governance.?” Such an approach
may pose challenges given the budgetary and admin-
istrative resources required to establish such an entity.

Another approach is to strengthen and complement
the process for ‘global reporting and assessment of
the state of the marine environment, including socio-
economic aspects’ under the United Nations Ad
Hoc Working Group of the Whole of the UN General
Assembly.2® The first global integrated marine assess-
ment will be a significant outcome in this process and
could evaluate the extent to which multilateral and
regional fishing agreements/bodies are effective and
offer suggestions on how they could be improved.

As the demand for fish continues to grow and the
availability of wild-capture fish decreases, there will be
a greater role for aquaculture to augment the wild cap-
ture supply and ensure that wild stocks within EEZs
of SIDS are conserved and well managed. There are
no available trade statistics on sustainable fishing or
aquaculture, since Harmonized System (HS) Codes
and other classifications do not differentiate between
aquaculture and marine wild capture. However, as in
the case of organic agriculture, there are data on pro-
duction and consumption.

Currently, farmed fish account for 49 per cent of
global seafood consumption and the global demand
is expected to increase to 62 per cent by 2030.2° Fish
farming has greatly diversified over the past decade
to now include salmon, crustaceans and molluscs,
among other varieties. While most of the production
is meant for human consumption, there are also other
uses such as: aquariums, fashion inputs and the pro-
duction of pharmaceuticals and perfumes. While dis-
aggregated statistics specific to aquaculture for SIDS
are not readily available, total aquaculture production
in the Caribbean and Oceania together represents
less than 1 per cent of global aquaculture produc-
tion.®® SIDS in Oceania,®' led by Fiji, Papua New
Guinea and Vanuatu, account for about 10 per cent of
the region’s total aquaculture production. Rather than
being discouraging, however, these figures highlight
the potential for increased supply, higher levels of spe-
cialisation and space for participation, especially with
the increasing demand driven by Asia.

Several certification schemes for fisheries and aqua-
culture have emerged over the past two decades

in response to international agreements, codes of
conduct and other sustainable standards. Prominent
examples are the Marine Stewardship Council and the
Aquaculture Stewardship Council schemes, which
cover verification of the level of stocks, impacts on
ecosystems and management systems. These pro-
grammes, while relatively new, have been quite suc-
cessful and are increasingly recognised by distribution
chains. However, no SIDS enterprises were found
among those listed under these two schemes.®?

Issues for SIDS:

Fishing activities will continue to represent a large
part of economic and food output for many SIDS.
As demand for fish continues to grow, SIDS need
to explore options to keep benefiting from this
activity while ensuring sustainable management of
stocks. While several regional fishing agreements
are already in place, more transparent and
effective management systems under an ocean
space approach need to be considered in order
to ensure that policies effectively match national
and regional realities. In this regard, technical
cooperation, regional partnerships and joint
monitoring can play a role. Furthermore, the
current reporting and assessment process of the
state of the marine environment under the UN Ad
Hoc Working Group of the Whole' could shed light
on the level of implementation and effectiveness
of these regional agreements. SIDS need also
to reassert their interests in WTO discussions on
fisheries subsidies to be able to better react to
any potential breakthrough in negotiations.? They
can also seek the option to implement the Rio+20
commitments to address fisheries subsidies®
outside the WTO should negotiations fail. SIDS do
not seem to be actively participating in aquaculture
activities, but experiences from South East Asia
and Latin America show the opportunities within
this sector. Consideration could be given to
leveraging negotiating resources and capacity
building to strengthen fisheries management and
monitoring across all country groupings to ensure
the sustainability of the fisheries sector in SIDS.

Notes

1 For more information of this process see: http://www.
un.org/depts/los/global_reporting/global_reporting.htm.

2  See section 4 on trade policy and negotiations of this paper.

3 See paragraph 1783 of the Rio+20 outcome document
(United Nations General Assembly 2012, op. cit.).
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3.2 Renewable marine energy

Demand for renewable energy is expected to increase
two and a half times by 2035.% The generation of re-
newable energy from tides and waves, wind turbines
located in offshore areas, submarine geothermal
resources and marine biomass could be viable alter-
natives for contributing to energy needs and climate
change mitigation objectives. For SIDS, such renew-
able energy sources could help diversify their energy
portfolios and secure higher levels of energy security.

Of all the marine sources, the highest potential for
electricity generation is in the offshore wind turbines
sector. Global offshore wind capacity is growing at
the incredible rate of 40 per cent per year, producing
7,100 megawatts of electricity in 2013.%* In the EU,
offshore wind already represents about 10 per cent of
the total renewable energy produced and is expected
to reach about 20 per cent by 2030.% This has been
possible due to significant green industrial policies and
public support. Energy generation from tides, waves
and submarine geothermal sources are in the early
development stages and may become commercially
viable within the next 10 years.

SIDS typically have low levels of marine infrastructure
and high energy costs and thus could explore invest-
ment incentives and consumption subsidies such as
feed-in-tariffs as a means of attracting investment in
offshore wind projects. Partnerships and technical as-
sistance with key agencies can also play an important
role in undertaking the necessary analytical work to
support the adaptation of local regulations and attract
financing for pilot projects. However, it must be ac-
knowledged that the economic, technical and public
policy capacity of SIDS is not at the same level as their
developed counterparts. Therefore, while SIDS should
pursue the renewable energy options, expectations
should be calibrated to accord with their actual ca-
pacities in this area.

The use of algae as biomass for energy production
also offers promising opportunities for future develop-
ment of the second and third generations of non-food-
based biofuels. Production of algae biomass could
be done through sustainable aquaculture, generating
jobs and new value chains that could later evolve to
also cover algae for food consumption. While currently
there is insignificant commercial production and trade
of algae biofuels, commercial activity in the sector is
expected to accelerate in the coming decade, moving
from about 3 million gallons per year in 2013 to 61

million gallons per year with a market value of US$1.3
billion by 2020.% Marine biofuel production could also
be complemented with the use of bagasse or coco-
nut wood, abundant non-edible by-products of sugar
cane and copra, for the production of electricity in
many SIDS (e.g. in Mauritius and Vanuatu). The local
production of algae biofuels could be particularly useful
to reduce import dependency on hydrocarbon-based
fuels for local transportation and electricity generation.
This can have positive effects on the trade balance of
SIDS that are dependent on fuels for the generation of
electricity (e.g., thermoelectric facilities). In this area,
South-South cooperation among SIDS but also with
other developing countries such as Brazil or Mexico is
particularly promising.

There are, however, only a handful of initiatives al-
ready being designed and implemented in the area of
renewable energy from the oceans. One example is
Mauritius, which is implementing activities in the area
of Deep Ocean Water Applications (DOWA) within its
oceans economy’s national strategy. In this regard,
the private sector-driven initiative has two different
categories of activities: upstream and downstream.
Upstream activities are of interest in the area of re-
newables, since they focus on the extraction of deep
sea water for commercial applications and green cool-
ing of buildings.®” Downstream activities would include
other related services such as eco-tourism where
certain hotels are already incorporating photovoltaic
panels for energy generation.

Issues for SIDS:

Due to the negative impact that fuel imports have
on the balance of payment of many SIDS and the
need to develop higher levels of energy security,
SIDS could explore ways to mainstream renew-
able energy into their national and regional energy
planning and mix. There is also potential for SIDS in
offshore wind for electricity and in the use of algae
biomass for local fuel generation. Although there
are already several cooperation frameworks and
partnerships focusing on promoting sustainable
energy generation and cleaner fuels in SIDS', many
of these programmes are incipient, and renewable
energy generation remains at a nascent state of de-
velopment. A joint investment framework, targeted
consumption subsidies and the creation of regional
renewable energy authorities and companies could
prepare the ground for attracting investment and
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the deployment of pilot facilities. Additionally, it
could promote environmental goods and services
related to energy generation and efficiency, as well
as ensure their availability, making the acquisition of
inputs more affordable.

Notes

1 See the list of sustainable energy partnerships for SIDS
at: www.sids20174.org/index.php?page=view&type=232
&nr=4&menu=1507.

3.3 Marine bhio-prospecting

Oceans and seas are the source of a huge variety
of life forms including macro- and microorganisms.
Living marine resources have huge potential for de-
veloping new food, biochemical, pharmaceutical,
cosmetics and bioenergy applications. About 18,000
natural products have been developed to date from
about 4,800 marine organisms, and the number of
natural products from marine species is growing at
a rate of 4 per cent per year.® Moreover, the global
market for marine biotechnology is projected to reach
US$4.9 billion by 2018,% driven by increased invest-
ments in marine biotechnology research and growing
demand for natural marine ingredients. For example,
in 2011 there were over 36 marine delivered drugs in
clinical development, including 15 in the field cancer
of treatment*.

Marine genetic resources are found throughout the
oceans, although species richness and diversity tends
to be higher closer to land. Genetic resources, as well
as other natural resources found within the EEZ (the
water, soil or subsoil), are subject to national jurisdic-
tion,*" including access and benefit-sharing (ABS) laws
and regulations. Their conservation and sustainable
use are also governed by the Convention on Biological
Diversity (CBD) and the Nagoya Protocol on Access to
Genetic Resources and the Fair and Equitable Sharing
of Benefits Arising from their Utilization. In other words,
users of genetic resources within national jurisdiction
have to obtain prior informed consent from national
competent authorities and there must be mutually
agreed terms on access and the share of benefits
arising from their use. Almost all SIDS are part of the
CBD and five have already ratified or acceded to the
Nagoya Protocol.*? The implementation of the CBD
and Nagoya principles in the marine environment can
prove to be challenging; this notwithstanding, SIDS
should continue to engage in establishing a public
policy framework that would support potential eco-
nomic development of marine bio-prospecting with
mutual benefits.

Most SIDS do not have specific laws dealing with ABS
on genetic resources, making it difficult for them to ob-
tain any benefits and to regulate bio-prospecting ac-
tivities, whether inland or within the EEZ. Perhaps one
salient example of a law specifically regulating marine

Figure 3.2: Patents published based on marine genetic resources

-
Y

=
1S

s Application

—Grant

®

Number of publications (thousands)

Source: Oldham, P, Hall, S, & Barnes, C 2013, ‘Marine genetic resources in patent data’, United Nations University & One
World Analytics, www.un.org/depts/los/biodiversityworkinggroup/workshop1_oldham.pdf.
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Source: Oldham et al. 2013, op. cit.

bio-prospecting is the Norwegian Marine Resource
Act of 2009, which could serve as an initial model
for legal ABS development for marine bio-prospecting
in SIDS.

Natural resources in the high seas are considered the
‘common heritage of mankind’ and subject to special
rules under UNCLOS. However, specialised ABS rules
for these resources have not yet been developed.*
The UN Ad Hoc Open-ended Informal Working Group
relating to the Conservation and Sustainable Use of
Marine Biological Diversity is currently consider-
ing the issue in order to agree on an approach with
respect to a new international instrument under the
UNCLOS framework in light of the Rio+20 outcome
document.*

Meanwhile, patents making direct use of marine ge-
netic resources have grown significantly over the past

First Draft of
Global
Occurrences of
Marine Species in
Patent Data

10 years, with about 10,000 published in peak years
(see Figure 3.2). It is highly probable that most cases
of access and use to these resources may have not
been granted by national authorities when falling within
the EEZ, thus probably leaving the patent applicant as
the sole collector of benefits. This is confirmed by the
fact that there are very few cases of ABS contracts on
marine resources and even fewer ABS laws specifi-
cally dealing with marine genetic resources.

Figure 3.3 maps the geographical origin of marine
species used in patent applications over the last 10
years. It gives an idea of the number of samples that
have been used in bio-prospecting and R&D from all
over the world. This raises the question of how often
countries have benefited from ABS rules and partaken
in sharing benefits with the patent holders. There is
undoubtedly a huge untapped source of benefits and
potentially value addition for SIDS.
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Issues for SIDS:

Marine bio-prospecting offers opportunities for
benefit-sharing and the creation of scientific ca-
pacities in SIDS. There are very few specific laws
dealing with bio-prospecting and ABS in SIDS.
This is one of the areas where an ocean space ap-
proach or common marine spatial planning could
be particularly useful, as marine resources are usu-
ally shared and cooperation prevents unnecessary
competition among SIDS. While there has been
significant support to raise awareness on these is-
sues, especially in the Caribbean and the Pacific,
a partnership to support the creation of regional
regulatory and institutional ABS frameworks seems
to be missing. Technical assistance is needed to
develop these. SIDS can deepen their participation
and ensure that discussions in UNCLOS toward a
multilateral ABS regime on marine resources in the
high seas provide benefits and enhance scientific
cooperation among all parties.

3.4 Maritime transport and open ship
registration

About half of the world’s population, most of its larg-
est cities and industries along with critical value chains
tend to be concentrated in coastal areas*® to ensure
access to transport routes and continuous flows of
resources and products. Between 80 and 90 per cent
of the volume of global trade is transported by sea.*
In 2012, about 9.2 billion tons of goods were loaded
in ports worldwide.* Without oceanic and sea routes,
globalisation as we know it would not have been
possible.

Maritime transport is very important for SIDS as their
socio-economic prospects largely depend on their
ability to connect to the rest of the world and access
international markets. SIDS maritime transporta-
tion systems are, however, particularly vulnerable
due to common intrinsic features that undermine
their sustainable development and growth. These
include remoteness, a narrow resource base, lack
of capacity and infrastructure to support the growth
of international shipping (e.g., maintaining national
hydrographic charting capacity), lack of on-shore
facilities and resources to deal with the broad range
of ship-sourced waste, dependency on tourism, a
narrow range of commaodities export, high reliance on
imported fossil fuels, low transport connectivity and

relatively high transport costs. Together, these fac-
tors increase socio-economic vulnerability, which is
further amplified by fragile ecosystems, high exposure
to natural disasters and climate change risks, com-
bined with little resilience and low adaptive capacity.
The strong interdependence between key economic
sectors (such as fisheries and tourism) and transport
magnifies the challenge, as negative impacts of climate
change on any one of these sectors could ultimately
lead to the collapse of another. Therefore, achieving
greater sustainability and resilience in the maritime
transport sector and building adaptive capacity and
climate resilience of coastal transport infrastructure,
including ports, is of paramount importance.

On the commercial side, several SIDS have provided
incentives for ship registration to owners from third
countries (also called ‘open registers’), allowing many
of them to have a huge number of ships registered
under their flag. This practice can reduce operat-
ing costs, assist in avoiding potentially burdensome
regulations and allow the engagement of international
crews. It has provided flexibility to ship owners and
generated income for countries facilitating such a reg-
istry. For example, more than 98,000 merchant ships
have been registered in the developing economies
of Oceania by 2014.%° This registration is led by the
Marshal islands, Tuvalu and Vanuatu,* with about 99
per cent of total registrations from the region. While
open registers is not a practice that could be put in
place by all countries, as it requires certain hard and
soft infrastructure, it could be better leveraged by link-
ing it to financial and ship classification services.

Another issue is that the pollution generated by
maritime transport, and especially ship-source oil pol-
lution (including from dumping of bunker fuels), can
be particularly damaging for two other ocean-related
sectors in SIDS: fishing and tourism. The International
Convention for the Prevention of Pollution from Ships
(MARPOL Convention) and its annexes regarding oil,
hazardous substances, sewage, garbage and exhaust
pollution from ships and offshore platforms has signifi-
cantly reduced marine and atmospheric pollution and
the protection of marine ecosystems. For example, it
has reduced oil spills accidents from 25 cases in the
1970s to less than 5 over the last 12 years. It has also
led to the reduction of sulphur content in fuels from 1.5
per cent to less than 0.5 per cent since 2005.5' These
efforts need to be sustained, to the maximum extent
possible, over the long term in order to mitigate nega-
tive externalities of maritime transport. At the same
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time, heavy reliance on fuel imports exposes SIDS to
a high degree of price volatility, increases transport
and logistics costs and takes away resources from
important development priorities. Improving maritime
transport energy efficiency and promoting sustainable
and low carbon transport solutions will help address
these concerns.

In this context, creating sustainable and resilient re-
gional maritime or multimodal hubs and enabling the
provision of adequate infrastructure and incidental
services (such as port-related, storage, insurance
and financial services), as well as reliable transport
services, can help address the challenges faced by
SIDS in the area of maritime transport and in so doing
improve connectivity.

Issues for SIDS:

Incentives for ship registration could be better lev-
eraged by potentially linking this to financial and
ship classification services. Moreover, developing
sustainable and resilient regional maritime or multi-
modal hubs and related services (e.g. port-related,
storage, insurance and financial services) can help
address the challenges faced by SIDS in maritime
transport. Enhanced private participation and in-
vestment incentives accompanied by adequate
regulatory and institutional frameworks could chan-
nel resources and interest to many of these servic-
es. Options to create regional managed hubs with
multiple facilities among member countries need to
be explored and assessed. Regional sectoral mari-
time agreements and joint ventures for cargo and
cruises could facilitate regional connectivity.

3.5 Marine and coastal tourism

In 2012, for the first time, the number of international
tourist arrivals reached over 1 billion.%? According
to the United Nations World Tourism Organization
(UNWTO), approximately one of every two tourists vis-
ited the seaside.%® For more than half of SIDS, tourism
generates their largest source of foreign exchange,
accounting for between 20 and 50 per cent of GDP
and over 30 per cent of employment.

In terms of trade, travel services® exports by SIDS
reached US$24 billion in 2012, representing more
than 50 per cent of their total services exports (see
Figure 3.4). Additionally, travel services in SIDS have
had an annual growth rate of 7 per cent over the last

five years, with the exception of 2009 where a small
reduction in exports was felt as a consequence of
the financial crises. This growth has been possible
due a diversification in the origin of tourists, espe-
cially with new visitors from Asia.®® These numbers
give a good indication of how important the tour-
ism sector is, not only in the overall trade balance
of SIDS but also as a vector for investment and
employment creation.

In terms of investment, flows targeting the tourism
sector in SIDS are quickly recovering after the finan-
cial crises. For example, ‘greenfield’ foreign direct
investment in SIDS targeting hotels and restaurants
reached US$475 million in 2012.%° This is 44 per
cent more than in 2011 and gives an indication of the
growth potential of this sector regardless of remote-
ness considerations. Additionally, many SIDS - espe-
cially those in the Caribbean Sea and Indian Ocean
— have understood the importance of linkages with
other related sectors such as information and com-
munications technologies (ICTs) and offshore financial
services by seeking to also attract investors in these
sectors. By exploring options to increase travel routes
and ICT connectivity with major tourism origin coun-
tries, including through public-private partnerships
with key airlines, tourism operators could reduce
travel costs and improve the overall competitiveness
of the sector.

However, marine and coastal tourism is particularly
vulnerable to climate change, natural disasters and
pollution. The sea level rise anticipated from climate
change is the biggest long-term threat facing the
tourism industry in many SIDS, where most tourism
infrastructure lies just above sea level. In the short
term, unmanaged mass tourism can negatively im-
pact coastal ecosystems. Sustainable tourism, in-
cluding ecotourism, can have a significant impact on
the recovery and conservation of these ecosystems.
Tourists are starting to pay attention to ecologi-
cal standards and certifications applying not only to
destinations and the tourism infrastructure but also
to hotels and the behaviour of tourism and transport
operators. Sustainable tourism could be introduced
as part of sustainable investment and infrastructure
policies, marine and coastal zone management plans
and, depending on its impact, could also be linked
to the sustainable use of marine protected areas.
Renewable energy, water treatment, marine wildlife
watch and ecosystem conservation also have close
synergistic relations with sustainable tourism.
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Issues for SIDS:

Sustainable tourism is an essential economic sec-
tor for many SIDS, given its contribution to national
income, foreign exchange earnings and investment.
Sustainable tourism needs to be mainstreamed into
national and regional planning as well as into techni-
cal cooperation, public financial support and public-
private partnerships. Facilitating travel routes and
the operation of services providers in transport, ICTs
and financial services could strengthen the appeal of
SIDS to both investors and travellers and enable the

emergence of regional hubs. Links between maritime
transport services such as cruise routes can also
create larger tourism markets for SIDS and promote
island hopping. Additionally, travellers’ expenditure
can be leveraged to promote the supply of locally
produced foods and crafts. Adequate regulation and
incentives to enter the ecotourism sector are a good
way to ensure sustainable development, job cre-
ation and the acquisition and consumption of local
produce. Open skies and seas policies can reduce
regional travel costs.

Figure 3.4: SIDS total services exports vs. travel services exports in US$ millions (2008-2012)
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Figure 3.5: Ecotourism in the Pacific Ocean
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4. THE OCEANS ECONOMY
AND MULTILATERAL TRADE
POLICY AND NEGOTIATIONS

SIDS stand to be more heavily impacted by the deple-
tion of marine resources than other country groupings.
This reality brings into sharp focus the need to align
the — sometimes competing — interests of (possible)
welfare gains that can be derived from the marine sec-
tor and environmental sustainability. These conflicting
priorities highlight the need for countries to agree on
binding multilateral rules that aim at governing the
sustainable harvesting of marine resources as part
of a broader strategic approach to safeguarding the
ecological diversity of the world’s oceans. Establishing
multilateral rules that also support a governance
framework for the world’s oceans would mark a major
step forward in securing the long-term development
prospects of SIDS. This framework should be consis-
tent with UNCLOS and other relevant UN agreements.

Many of the sectors identified in the preceding sections
of this paper are being addressed, directly or indirectly,
in WTO trade negotiations that aim to create new or
enhanced market access and rules disciplines that
will provide a governance framework. WTO negotia-
tions that touch on and concern the oceans economy
and are of specific relevance to SIDS include: fisher-
ies subsidies, non-agricultural market access (NAMA)
and trade in environment goods and services.

4.1 WTO and other negotiations to
discipline fisheries subsidies

The fisheries sector is an important subset of the
oceans economy and represents a significant source
of nutrition, employment and export earnings for many
SIDS. Overfishing and unsustainable fishing methods,
leading to the exhaustion of marine resources, are
a consequence of actions taken by enterprises and
governments from developed and developing coun-
tries alike. Excess capacity has been pointed to as
one of the main contributors to overfishing and is
mainly a consequence of the provision of ill-conceived
subsidies to domestic fishing industries.®

These subsidies take a variety of forms, from direct
support for vessels construction, fuel and equipment
to indirect support in the form of insurance, tax breaks
or loan guarantees. While the FAO has developed best
practices with respect to the registration of vessels as

well as national and regional fisheries managements sys-
tems, these codes of conduct are not mandatory, thus
limiting their potential impact on sustainable practices.

Recognising the need to regulate subsides that con-
tribute to the unsustainable harvesting of the world’s
fisheries, the Doha Ministerial Declaration (2001)
launched negotiations to clarify and improve WTO dis-
ciplines on fisheries subsidies.*® The mandate to ad-
vance negotiations on fisheries was further elaborated
at the Hong Kong Ministerial Conference in 2005,
where members agreed to strengthen disciplines lead-
ing to the prohibition of certain forms of fisheries sub-
sidies that contribute to overcapacity of fishing fleets
and overfishing. The main challenge that confronts
WTO negotiators is finding the appropriate balance
between, on the one hand, disciplining the use of sub-
sidies that result in overcapacity and resource deple-
tion, and on the other, protecting the developmental
interests of developing countries and LDCs to access
fishing resources for food and income generation.

4.1.1 General prohibitions and flexibilities

In 2007, the Chairman of the WTO Negotiating Group
on Rules presented a draft text on Anti-Dumping,
Subsidies and Countervailing Measures that included
proposed disciplines on fisheries subsidies. The text
proposed the prohibition of subsidies that contrib-
ute to overfishing and overcapacity, the so-called
‘red box’ subsidies. Red box measures also include
subsidies that benefit vessels involved in IUU fish-
ing or those that aim at the acquisition or construc-
tion of new vessels resulting in enhanced capacity.
Notwithstanding this broad prohibition, the text offers
some relief through general exceptions applicable to
all WTO members and specific exceptions targeted at
identified categories of members. Subsidies subject
to the general exceptions include those targeted at
the enhancement of crew safety; the adoption of gear
for selective fishing techniques; the adoption of other
techniques aimed at reducing the environmental im-
pact of marine wild capture; re-education, retraining or
redeployment of fishworkers; and vessel decommis-
sioning or capacity reduction.®® Subsidies allowed for
under the general exception provisions are decoupled
from performance criteria and do not give rise to en-
hanced marine wild-capture fishing capacity.

With respect to specific exceptions, the draft text pro-
vides for a full and carte blanche exception from red
box measures for LDCs. This proposed flexibility aims
at providing LDCs with the policy space to achieve
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the twin objectives of developing domestic fishing
capacity (which largely remains inadequate) and en-
suring that the economic and social importance of
the sector is not unduly undermined. This proposed
broad exception for LDCs is generally supported in
recognition of the persistent underutilisation of their
marine resources. Special and differential treatment
and flexibilities proposed for developing countries
other than LDCs aim to provide exemptions from the
general prohibition for marine wild-capture fishing
performed within the territorial waters of a member
by means of non-mechanised net retrieval. This pro-
posed developing country exemption is subject to
production limiting conditions and is targeted at small-
scale and artisanal fishers. Developing countries still
need policy space to increase capacity to enable the
development of small-scale and artisanal fisheries in
order to guarantee nutritional, food and livelihood se-
curity. The most significant conditionality proposed is
the requirement that developing members benefiting
from this exemption take steps to implement fisheries
management systems. For SIDS, this conditionality
should be accompanied by parallel obligations (by
developed countries) to provide technical cooperation
and financial assistance to assist in establishing and
strengthening local and regional fisheries management
systems. Additionally, some developing countries are
requesting that transfer of payments in their bilateral
or regional fish agreements are also excluded from fish
subsidies disciplines. All proposed exemptions remain
under negotiation and subject to the agreement of all
parties.

Issues for SIDS:

It is in the interest of SIDS to consolidate special
and differential treatment for LDCs and developing
countries in order to preserve policy space and
build domestic fishing sectors within any potential
WTO fisheries subsidies outcome that ultimately
promotes the creation of a global regime for sus-
tainable fishing practices. This will be particularly
important for small scale and artisanal fisheries.

The general exceptions and rules linked to special
treatment for developing countries are conditional
on the maintenance of fisheries management
systems regulating marine wild capture within a
member’s jurisdiction. While such systems imply
financial costs and technical capacity, they will
have positive effects on the sustainability of local

fish stocks in the medium and longer terms. This
Situation calls for drawing clear linkages between
any potential obligation to establish fish stock man-
agement systems with the effective provision of
technical and financial assistance needed to imple-
ment them, including monitoring and enforcement.

4.1.2 Relevant regional initiatives

Beyond multilateral negotiations in the WTO, some
countries are simultaneously pursuing alternative
approaches to curtail the use of fisheries subsidies,
including through regional trade agreements (RTAs).

Recognising the importance of fisheries to the sustain-
able development of member countries of CARICOM
along with the Dominican Republic (CARIFORUM),
the 2008 CARIFORUM-EU Economic Partnership
Agreement (EPA) acknowledged ‘the economic and
social importance of activities relating to fisheries
and the utilisation of the living marine resources of
CARIFORUM, and the need to maximise those ben-
efits in relation to such factors as food security, em-
ployment, poverty alleviation, foreign exchange earn-
ings and social stability of fishing communities’.®" The
parties further recognised that ‘fisheries and marine
ecosystems of the CARIFORUM States are complex,
biologically diverse and fragile and that exploitation
should take into account these factors through ef-
fective conservation and management of fisheries
resources and related ecosystems based on sound
scientific advice on the precautionary principle as de-
fined by the FAO Code of Conduct on Responsible
Fisheries’.?? The text also makes provision to support
food security, regulatory frameworks, management
systems and information exchange within and be-
tween the CARIFORUM member States, which are
all SIDS. While the agreement encourages regulation,
management and transparency, it does not expressly
mandate the establishment of a balance between the
exploitation of marine resources and sustainability.

The 2009 Interim Partnership Agreement between
the European Community and the ‘Pacific States’, is
limited in scope and restricted, in the main to trade
in goods. It also includes a special derogation on the
Rules of Origin for fishery products. This provides
greater latitude to the contracting parties of the Pacific
to utilise fisheries resources.®® However, the manage-
ment component of the agreement is weak and does
not take a cross-cutting or cross-sectoral approach
to this issue.
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More recently and under the Trans-Pacific Partnership
Agreement (TPP) negotiations, parties are discussing
options to address the problem of overfishing and un-
sustainable utilisation of fisheries assets. It is probable
that the environmental chapter of the final agreement
includes an acknowledgement of the importance of
the marine fisheries sector to the development and
livelihoods of fishing communities, including to arti-
sanal or small-scale fisheries. The proposed TPP may
also include prohibitions on fisheries subsidies that
contribute to overcapacity and over fishing. The in-
corporation of exceptions and special and differential
treatment for small scale and artisanal fishing activities
should not be ruled out. Additionally, parties to the
negotiations seem to be considering a package of no-
tification and monitoring measures to secure oversight
and enforcement of potential prohibitions.

Issues for SIDS:

While the CARIFORUM-EU EPA addresses some
elements of the oceans economy, it is limited in
scope and restricted largely to utilisation of ‘liv-
ing marine resources’ for CARIFORUM member
States. An ocean space approach could assist in
the implementation of technical cooperation linked
to this RTA. Although SIDS are not party to the TPP
and other relevant regional trade negotiations, the
rules being considered could potentially represent
a step forward with respect to a framework for the
sustainable harvesting of marine resources. Given
that the proposed disciplines of the TPP have gen-
erated widespread attention, SIDS could seek to
build on what appears to be an emerging consen-
sus on the need to establish a sustainable equilib-
rium between the preservation of marine resources
and economic utilisation of fisheries resources

4.1.3 Breaking the fish subsidies deadlock

Notwithstanding an acknowledgement of the common
problem they face due to overfishing and overcapac-
ity, developed and developing countries have not been
able to find convergence on how best to address the
disciplining of subsidies in the WTO. Some developed
countries have promoted the view that subsidies are
necessary to protect traditional ways of life, vulnerable
coastal communities and jobs in the fisheries sector.
For some developing countries, a reason often cited
for preserving the status quo is the need for policy
space to subsidise in order to effectively harness ma-

rine resources as a fillip for economic growth, employ-
ment creation and sustaining livelihoods.

A step forward on developing future disciplines on
fisheries subsidies is the recent pledge made during
the Ninth WTO Ministerial Conference by Ministers
from Argentina, Australia, Chile, Colombia, Costa
Rica, Ecuador, Iceland, New Zealand, Norway,
Pakistan, Peru, the Philippines and the United States
to ‘refrain from introducing new fishing subsidies that
contribute to overfishing or overcapacity or extend or
enhance existing subsidies, and work within the WTO
and other fora to improve fisheries subsidies reform
and transparency’.%

Issues for SIDS:

In the absence of a break in the deadlock on nego-
tiations on fisheries subsidies, SIDS, through SVE
proponents, could request an expansion of the
pledge from the Ninth WTO Ministerial Conference
in order to transform it into a permanent standstill
on fisheries subsidies by all developed countries
and developing countries in a position to do so.
This could be achieved by utilising negotiated pa-
rameters, including a subsidies ceiling, based on an
agreed base period and volume of support. SIDS
could build on this approach, using it as a stopgap
measure until a comprehensive outcome on fisher-
ies subsidies based on the WTO draft text can be
achieved.

4.2 NAMA negotiations and fish trade

Another area of multilateral trade negotiations that
concerns the oceans economy is the liberalisation of
trade in industrial goods.®® NAMA negotiations aim,
inter alia, at the development of modalities to reduce
or eliminate tariffs, as appropriate, including the reduc-
tion or elimination of tariff peaks, high-tariffs and tariff
escalation, as well as non-tariff barriers, in particular
on products of export interest to developing coun-
tries.%® The range of goods under negotiation is broad
and includes fish and fish products along with other
inputs that are vectors for investment in the oceans
economy. Interestingly, fish and fish products are cat-
egorised as industrial goods in the HS codes. It should
be noted that in the context of NAMA negotiations, a
distinction is not drawn between marine wild-capture
fisheries and inland fisheries or aquaculture, since HS
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Table 4.1. Tariff lines covered by the fish and fish products sectoral initiative

03 Fish and crustaceans, molluscs and other aquatic invertebrates

0509 Natural sponges of animal origin

0511.91  Animal products; of fish or crustaceans, molluscs or other aquatic invertebrates and dead
animals of chapter 3, unfit for human consumption

1504.10  Fish-liver oils and their fractions

1504.20  Fats and oils and their fractions, of fish, other than liver oils

1603 ex  Extracts and juices of fish or crustaceans, molluscs or other aquatic invertebrates

1604 Prepared or preserved fish; caviar and caviar substitutes prepared from fish eggs

1605 Crustaceans, molluscs and other aquatic invertebrates, prepared and preserved

2301.20

Flours, meals and pellets, of fish or crustaceans, molluscs or other aquatic invertebrates

Source: WTO (2008) Draft text for non-agricultural market access modalities. Document TN/MA/W/103/Rev.3, annex |

codes do not differentiate between different types of
fisheries.

While WTO members have come to a tacit under-
standing on the general formula (the so-called Swiss
Formula) to be applied with respect to the liberalisa-
tion envisaged above, some members have agreed to
voluntarily participate in parallel negotiations to signifi-
cantly reduce or eliminate tariffs on identified industrial
goods. Fish and fish products is one of the 14 sectors
identified for sectoral negotiations or ‘initiatives’®” and,
according to the draft modalities, members partici-
pating in the sectoral initiative will eliminate tariffs on
qualifying products (see Table 4.1). This envisaged lib-
eralisation is targeted for implementation on 1 January
of the year following the entry into force of the Doha
Development Agenda (DAA) results.®® Although no
small island developing state is party to the sectoral
initiative on fish and fish products (sectoral initiatives
can be joined on a voluntary basis), the environmental
implications of further multilateral liberalisation of fish-
eries is a matter of concern to them. The lowering of
tariffs under sectoral initiatives for fish and fish prod-
ucts could place downward pressure on fish prices,
stoking higher demand and thereby placing additional
strain on fisheries resources.

Since the submission of the chair’s revised text in
December 2008, negotiations on all market access
disciplines have been deadlocked due to the in-
ability of members to determine an appropriate bal-
ance between the level of ambition contained in the
NAMA text vis-a-vis other market access negotia-
tions. Negotiations on industrial goods that concern
the oceans economy within the negotiating group on

NAMA thus remain log-jammed. At the same time,
following the outcome of the Ninth WTO Ministerial
Conference in Bali, some delegations have signalled a
desire to reengage in negotiations on a wide range of
issues, including industrial goods.

The Marrakesh Agreement establishing the WTO calls
on members to pursue the objective of sustainable
development, seeking both to protect and preserve
the environment and to enhance the means for doing
S0 in a manner consistent with the respective needs
of economic development. The liberalisation of marine
resources, particularly fish and fish products, should
be seen in light of the potential harmful impacts that
such liberalisation can have on ecological sustainabil-
ity. Any potential outcome of the WTO NAMA negotia-
tions should be accompanied with parallel disciplines
of fisheries subsidies in order avoid the creation of
further incentives to overexploitation.

SIDS should give special attention to potential im-
pacts of further liberalisation in NAMA, particularly
as it concerns fish and fish products and other dis-
ciplines allied to the oceans economy. Specifically,
consideration should be given to the potential trade
creation effects that the further liberalisation of fish
and fish products (in particular, marine wild capture)
can have on international demand and, by extension,
fisheries stocks. Potential tariff reductions for fish
and fish products without parallel efforts to discipline
subsidies could increase demand for an increasingly
scarce resource. Special attention should therefore
be given to the strengthening of disciplines related to
the sustainable harvesting of fisheries in parallel with
negotiations on the further liberalisation of fisheries.
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SIDS may also give consideration to opportunities that
may arise for export growth in goods that also support
climate change mitigation and adaptation goals, as it
concerns marine ecosystems.

Issues for SIDS:

SIDS should give special attention to the potential
impacts of further liberalisation in NAMA, par-
ticularly as it concerns fish and fish products and
other disciplines allied to the oceans economy.
Specifically, consideration should be given to the
potential trade creation effects that the further liber-
alisation of fish and fish products (in particular, ma-
rine wild capture) can have on international demand
and, by extension, fisheries stocks. SIDS may also
give consideration to opportunities that may arise
for export growth in goods that support climate
change mitigation and adaptation goals, as they
concern marine ecosystems. To the fullest extent
possible, SIDS could consider pursuing a strategy
within WTO negotiations that explicitly aligns trade
liberalisation with transparency and monitoring of
the potential impacts on marine ecosystems.

4.3 Multilateral, plurilateral and
regional environmental goods
negotiations

As noted above, sustainable development and the
protection and preservation of the environment are
fundamental goals of the MTS and are objectives
enshrined in the agreement establishing the WTO.®°
While there is no specific WTO agreements dealing
with the environment, and specifically marine ecosys-
tems, members are permitted to adopt trade-related
measures aimed at protecting the environment provid-
ed that conditions to avoid the misuse of such mea-
sures for protectionist ends are fulfilled.” According to
the mandate agreed by WTO members at the Fourth
Ministerial Conference, negotiations on the environ-
ment should focus on ‘enhancing the mutual sup-
portiveness of trade and [the] environment’. Moreover,
members agreed in paragraph 31 (iii) of the Ministerial
Declaration on the ‘reduction or, as appropriate, elimi-
nation of tariff and non-tariff barriers to environmental
goods and services’."

Today, the market for environmental goods has
been estimated at US$1 trillion.” Environmental

goods negotiations are of particular importance to
SIDS as they can provide enhanced economic op-
portunities and simultaneously mitigate the impact
of human activities on the environment, particu-
larly ocean eco-systems. Within the Doha Round,
negotiations on environmental services are taking
place under the auspices of the Special Session of
the Committee for Trade in Services (CTS), while
negotiations related to environmental goods are
primarily taking place in the Committee on Trade
and Environment (CTE) and the Negotiating Group
on Market Access.”™ However, they have not arrived
yet at specific outcomes.

In identifying specific goods and services that would
fulfil the paragraph 31 (i) mandate, the delegation
of Singapore in 2010 issued a communication that
called for the WTO to play a greater role in mitigat-
ing the potential impacts of climate change through
the liberalisation of environmental goods and services
(EGS).™ This communication refers to a list of 35 en-
vironmental goods that would complement the United
Nations Framework Convention on Climate Change
(UNFCCQ) efforts to combat climate change. The
products proposed are divided into the following cat-
egories: (i) waste management; (i) air pollution control;
(i) noise pollution control; (iv) wastewater treatment;
(v) environmental monitoring, analysis and analysis
equipment; (vi) renewable products and energy sourc-
es; and (vii) energy-efficient products.”™

While not all the proposed categories have a bearing
on marine ecosystems, a number have implications
for the oceans economy. It is well established that
marine ecosystems are compromised not only by
wastewater run-off and the emission of effluent into
waterways and oceans but also by the release of car-
bon dioxide into the atmosphere. Atmospheric carbon
dioxide levels are rising as a result of human activities,
such as the burning of fossil fuels, which is increasing

the acidity of seawater.”®

Liberalisation of air pollution controls machinery, as
well as monitoring and analysis equipment, through
the WTO process can assist in mitigating ocean acidi-
fication, for example. Similarly, monitoring and analy-
sis equipment can help countries develop empirical
support for policy measures aimed at protecting and
preserving marine ecosystems.

Beyond the WTO negotiations, a number of countries
are engaged in an efforts to increase the trade in
environmentally friendly goods that can also have a
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positive impact on marine ecosystems. To this end,
on the margins of the 2014 World Economic Forum
meeting in Davos, 14 WTO members agreed to ne-
gotiate a deal directed at the elimination of tariffs in
environmental goods. Those engaged in negotiations
on the Environmental Goods Agreement (EGA) are:
Australia, Canada, China, Costa Rica, the European
Union, Hong Kong, Japan, Korea, New Zealand,
Norway, Singapore, Switzerland, Taiwan and the
United States. Costa Rica is the only developing (non-
BRICS) country involved. The initiative follows on an
opportunity opened by the Asia-Pacific Economic
Cooperation (APEC) in 2012 and sets out a concrete
list of 54 goods on which members have committed
to reduce tariffs by a fixed date in 2015. The propo-
nents represent 90 per cent of the global trade in
environmental goods under the APEC list, hence a
successful conclusion of these negotiations is sure to
have a measureable impact on the global market for
such goods.

The proposed agreement aims to include a broad
range of ‘green trade’ products including the 54 items
agreed to in the APEC list of environmental products.
These include: (i) machinery used in the generation
and conversion of renewable energy and their com-
ponent parts; (i) industrial machinery and components
that promote energy efficiency; (i) equipment used to
process, filter and purify wastewater, seawater and
groundwater; (iv) industrial equipment that reduces
or eliminates by-products embedded with hazardous
pollutants; (v) air pollution control equipment and solid
and hazardous waste management and processing
equipment; (vi) laboratory and industrial instruments
used to measure, record, analyse and assess envi-
ronmental samples; and (vii) quality control equipment
used to assess food processing, agriculture, air emis-
sions and water treatment.”

In light of the extensive coverage of and the inclu-
sion of many of the key trading nations in proposed
plurilateral agreement on environmental goods, SIDS
should seek to assess and explore the market access
opportunities and risks that would flow from such a
potential agreement, especially if agreed on a most
favoured nation (MFN) basis. SIDS can seek to assess
to what extent this proposed agreement would sup-
port trade in ecologically friendly goods that also ben-
efits marine-derived economic activity. An assessment
can then be made on the extent to which small States
can benefit from this proposed trade pact.

Issues for SIDS:

SIDS, through SVE proponents, could explore pro-
posals that seek to further link trade-measures to
actions that specifically support the sustainable de-
velopment of the oceans economy and that enable
trade in sustainably harvested products. Focus
should be placed on addressing barriers affect-
ing the trade of goods relevant to water treatment
and to environmental products of interest to SIDS
(e.g. organic aquaculture or products sustainable
fishing). Such an approach could feature as an
element of the post-Bali work programme. Some
environmental goods are particularly relevant to
SIDS, given the fragility of their marine ecosystems
and their high dependence of commercial activities
derived from or supported by the oceans, such as
tourism.

4.4 WTO environmental services
negotiations

Current negotiations on environmental services
under the General Agreement on Trade in Services
(GATS) will be relevant for investment and trade in
sub-sectors related to the oceans economy. These
negotiations have increasing importance since the
global demand for environmental services continues
to grow. In 2010, global sectoral revenues of environ-
mental services were estimated at US$505 billion™
(see Figure 4.1), showing 13 per cent growth since
2005.

During the last 13 years, several WTO members have
called for the development of a list that provides an
inventory of environmental services and the identifica-
tion of core services in this area. To this end, WTO
members have submitted various communications
aimed at improving W/120 classification by including
the following environmental services: (1) liquid waste
services, (2) reuse disposal services, (3) sanitation,
water and wastewater and (4) other environmental
services.” This type of proposal may enrich the defi-
nitional debate and allow more precise commitments
in the near future.

As many services can have an environmental end-use,
it is difficult to draw the line between ‘environmental
services’ per se and other services coming into play
for the protection of the environment in a broad
sense.® Most environmental services can be divided
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Figure 4.1: Sectoral revenues of environmental services in US$ (2010)
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into two broad categories:®' infrastructural and non-
infrastructural services.

Private participation and effective regulation in the
first category can enable investment in a range of
integrated services that concern marine ecosystems.
These services are often expanded to cover activities
related to wastewater, water energy and transport. All
these are relevant to the sustainable harvesting of ma-
rine resources and energy generation from the world’s
oceans.® Many of these sectors are linked to natural
monopolies, the provision of an essential good (i.e.,
water) or the public services function. Therefore, defin-
ing the correct level of private or public-private partici-
pation, pricing schemes and quality standards needs
to be carefully crafted in order to ensure universal ac-
cess, adequate levels of investment and competition
and consumer protection.

The second broad category — non-infrastructural
environmental services — includes air pollution man-
agement and related support services such as envi-
ronmental consulting and engineering services. The
distinction between the two categories is important
within the context of the WTO negotiations given (1)
the critical nature of infrastructural environmental ser-
vices in addressing basic needs and (2) the increas-
ingly important role of non-infrastructural services due
to their representing new ways of utilising resources
that can contribute to addressing more stringent en-

vironmental standards.® In this later type of services,
opportunities to participate and compete are higher.

Notwithstanding definitional imperfections, more than
40 WTO members, at all levels of development, have
undertaken specific commitments on environmental
services since the Uruguay Round and through the
WTO accession process. Most have commitments in
selected sub-sectors while some have commitments
in all sub-sectors.®* As part of their multilateral obliga-
tions, several SIDS - including Cape Verde, Samoa,
Tonga and Vanuatu — have undertaken environmental
services commitments under the GATS. Given the
significant role played by public entities in the provi-
sion of environmental services, the number of WTO
members that have undertaken commitments in this
area is modest compared with other services sectors
and sub-sectors with larger commercial interest. While
these commitments are not explicitly targeted at bal-
ancing the economic and environmental imperatives
of marine ecosystems, many of them indirectly impact
the oceans economy. This is particularly relevant in re-
lation to water, wastewater and remediation services.

The world market for water and wastewater services
has been estimated at US$247.6 bilion in 2010.
Market participation is similar to the one of environ-
mental services in general, showing limited participa-
tion by Asia (10 per cent), Latin America (8 per cent)
and Africa (2 per cent). Yet, the impact of water and
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wastewater services can be significant for marine re-
sources of developing countries, since more than 90
per cent of all their wastewater flows directly into rivers,
lakes and oceans without treatment.® The current and
potential impacts of untreated wastewater can signifi-
cantly undermine marine and coastal ecosystems.

Well-managed liberalisation and sound regulatory
and institutional frameworks in wastewater services
can support increased private sector involvement in
pollution control efforts, particularly in fiscally con-
strained small States. Public-private partnerships

Issues for SIDS:

Within the ambit of RTAs, SIDS could consider pursu-
ing sectoral reforms in areas relevant to the oceans
economy, including wastewater and sewage ser-
vices, remediation services and renewable energy.
This could support some of the commitments already
undertaken by SIDS - including those agreed in RTAs
including various Economic Partnership Agreements.
Further, SIDS could assess the opportunities pre-
sented through negotiations on environmental ser-

and joint ventures can play a significant role as well
in aligning private investment objectives with public
interest, quality and universal services consideration.
Regulation can also play a key role in market creation
(e.g., by requiring mandatory treatment of wastewater
by key industries and tourism facilities before it is ex-
pelled into ocean or rivers). All these can create com-
mercial opportunities domestically and internationally
that support the mitigation of ecological impacts of
effluent emitted into oceans and waterways and of
fossil fuels that contribute to the acidification of the
world’s oceans.

vices and consider the role that private participation,
regulations and institution building can play in creat-
ing economic and employment opportunities while
simultaneously mitigating the impacts of human ac-
tivities, particularly in relation to marine ecosystems.
For SIDS that are highly dependent on tourism and
tourism-related services, preserving the ecological
integrity of waterways and oceans is critical to the
sustainability of this sector.
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9. MOVING FORWARD AN
OCEANS ECONOMY TRADE
AND DEVELOPMENT
AGENDA

There are opportunities in the oceans economy to har-
ness markets and trade while promoting sustainable
use and good management of oceans and marine
resources. As illustrated above, these exist in sec-
tors related to marine resources such as sustainable
fisheries and aquaculture, bio-prospecting, renewable
energy, sustainable coastal tourism and water, sanita-
tion and wastewater services. Deeper analyses could
be undertaken, including by the UN and regional or-
ganisations, on key sectors and aspects of the oceans
economy with a particular focus on specific SIDS, in
order to identify the potential for harnessing marine
ecosystems sustainably in support of growth and de-
velopment. Trade in many of these sectors could be
affected by multilateral and regional trade negotiations
that are still on the table and advancing at different
speeds. A number of suggestions are presented below
which aim at maximise potential trade and develop-
ment opportunities for SIDS in the oceans economy.

5.1 Including oceans as a key
component in future Sustainable
Development Goals

There is a need to mainstream the oceans economy
into future Sustainable Development Goals. This effort
should go beyond the current Millennium Development
Goal 7B related to fish stocks and protected marine
areas. At the time of the writing, several aspects of
the oceans economy had already been incorporated
into outcome document of the Open Working Group
on Sustainable Development Goals®, reflected in the
text of 19 of July 2014. This is particularly evident in
proposed goal 14: Conserve and sustainably use the
oceans, seas and marine resources for sustainable
development, but also in other proposed goals such
as 12 (sustainable production and consumption pat-
terns), 13 (urgent action on climate change) and 15
(protection, restoration and promotion of sustainable
use of ecosystems and biodiversity).

Targets and indicators proposed under goal 14 that

are more relevant to the oceans economy include:

e reduction of marine pollution, including from land-
based activities;

sustainable management and protection of marine

and costal ecosystems;

* mitigation of the impacts of ocean acidification;

regulation of fish harvesting with the aim of control-

ling overfishing;

e restoration of fish stocks to ecologically safe levels;

e ensuring the full implementation of existing regional
and international regimes on oceans and seas;

e ¢limination of IUU fishing and destructive fishing
practices;

e ¢limination of subsidies which contribute to overca-
pacity and overfishing;

e providing access of small-scale and artisanal fish-
ers to marine resources and markets; and

e increasing the economic benefits to SIDS and

LLDCs from the sustainable use of marine resourc-

es, including through sustainable management of

fisheries, aquaculture and tourism.

Other additional elements that could be considered for
incorporation in light of the ocean economy concept
could include the following:

e the development of access and benefit sharing
rules for marine bio-prospecting (also related to
conservation and innovation);

e investment in R&D, infrastructural capacity and use
of marine and other renewable energy sources (es-
pecially from offshore wind, tidal and waves, marine
geothermal and biomass);

e availability of facilities and level of investment in sus-
tainable coastal and maritime tourism and relevant
infrastructure (also linked to conservation, employ-
ment and livelihoods).

5.2 Ensuring more sound and
transparent multilateral and
regional governance in the post-
2015 development agenda

Governance of the oceans and seas is a key global
challenge. The number of international conventions
and regional agreements makes it very difficult to en-
sure effective participation by SIDS and does not fa-
cilitate movement beyond a ‘silo view’ of issues. There
is a need for more integrated responses that align
economic, environmental and livelihood objectives. As
discussed above, the post-2015 development agenda
may be able to provide guidance for the next 10 years.
However, this will not by itself facilitate a more coher-
ent approach. Some have proposed, as occurred in
the case of multilateral environmental agreements, a
single UN organisation dealing with oceans. While this




5. Moving forward an oceans economy trade and development agenda 25

might improve coherence at all levels, it would also
involve a massive effort to bring together mandates
and agreements under different organisations and of
different legal natures.

An alternative is to strengthen and complement the
process for ‘global reporting and assessment of the
state of the marine environment, including socio-
economic aspects’ under the UN General Assembly.8”
The first global integrated marine assessment will be
a significant outcome. This assessment currently fo-
cuses on ecosystem services, food security and the
impacts of human activity. However, while the report-
ing process does include economic aspects, the role
of trade is not deeply considered. UNCTAD and other
relevant international organisations could support the
next phases of the assessment in order to provide a
clearer view of the potential of the oceans economy
and the contribution of trade to the Rio+20 mandates
and future sustainable development goals. UNCTAD
could also inform on how the outcomes of multilateral
and regional trade negotiations might impact the state
of marine resources in order to improve coherence
and understanding of these issues.

Moreover, regional agreements should be supportive
of the objectives and means covered by multilat-
eral conventions and build on them. Regional bodies
should also be invited to report on their achievements
and contribute to multilateral efforts, especially when
their actions may affect conservation and livelihoods
objectives.

5.3 Taking a regional ocean space/
maritime spatial planning approach

The ocean space or maritime spatial planning ap-
proach could be an important geographical and
economic way to develop cooperation frameworks
and partnership agreements. This approach could
involve the Caribbean Sea, Indian Ocean and Pacific
Ocean as distinct oceans spaces. It could be further
viewed as the combined EEZs of SIDS in those differ-
ent oceans and seas and could enhance the scope
for sustainable management of oceans resources. It
could be particularly useful in cases where:
1. the sector’s development depends on the manage-
ment and use of common resources;
2. there are multiple national/regional competent au-
thorities with low levels of coordination; and
3. joint investment and infrastructure is needed.
Fisheries management, marine genetic resources

and ABS, joint services hubs, as well as open
transport agreements are examples of areas where
such an approach could provide positive results.

In order to maximise the opportunities that the oceans
economy presents, SIDS should explore options to
harmonise multilateral trade and sustainable develop-
ment aspects of relevant governance and regulatory
regimes within their own oceans space. Such harmon-
isation could take place within existing multilateral or
regional trade and/or cooperation frameworks in order
to avoid duplication. Additional vehicles for advanc-
ing harmonisation could include regional integration
initiatives, sectoral agreements (e.g. infrastructure,
transport, energy and tourism etc.), regulatory frame-
works, joint managing authorities and/or enterprises.
UNCTAD and the Commonwealth Secretariat could
play a strategic role in enabling the creation of multilat-
eral or regional platforms for discussions of such gov-
ernance regimes as they relate to trade. Experience
can be drawn from oceans management/governance
in the cases of Barbados, Mauritius and the OECS.

5.4 Overcoming the impasse in fish
subsidies in the WTO post-Bali work
programme

There is an urgent need for an international framework
to discipline harmful subsidies. A reinvigoration of the
WTO negotiations to clarify and improve disciplines for
fisheries subsidies is urgently needed in the post-Bali
work. It would also serve as a concrete contribution
to the Rio+20 outcome and the future sustainable de-
velopment goals. An immediate option could include
expanding the membership base and level of ambi-
tion of the Ministerial Statement, signed by 13 WTO
members, pledging to refrain from introducing new
fish subsidies. SIDS could encourage such a pledge
and invite more WTO members to join. This pledge
could also be the basis for a more solid commitment
by all WTO members in the form of a WTO Decision
that would at least require that subsidies contributing
to overfishing and overcapacity were not increased
and that they were notified. For that purpose, a work-
ing definition of subsidies that contribute to overfishing
and overcapacity should be agreed on. This Decision
should be enforceable until a more solid agreement is
reached.

Policy space is necessary for SIDS and other coastal
developing states to ensuring that there is special
and differential treatment for small scale and artisanal
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fisheries, a shift in the economic/commercial activity
(e.g., sustainable aquaculture), development of fish-
eries processing facilities and transfer of payments
in fish agreements needs to be secured in WTO ne-
gotiations. Also, the linking of the implementation of
effective fisheries management systems to the deliv-
ery of effective technical cooperation, as has already
occurred in the context of the new (proposed) WTO
Trade Facilitation Agreement, could enable SIDS and
developing countries to better manage their resources
sustainably.

A more proactive stand by SIDS and other coastal
states in crafting multilateral disciplines on fisheries
subsides would be a welcome addition to developing
sustainable solutions.

5.5 Dealing with WTO NAMA and
fisheries subsidies negotiations in
parallel

In light of the mandate given by WTO Ministers at the
Ninth Ministerial to establishing a post-Bali agenda
with no a priori exclusions, developing countries and
in particular SIDS should consider their position on
WTO NAMA negotiations (and more specifically fish
sectorals). A NAMA sectoral agreement on fish could
reduce the need for bilateral fisheries agreements and
enable the expansion of local fleets. It is important to
bear in mind that lowering tariff and non-tariff barriers
on fish products without parallel solutions to fisher-
ies subsidies will create incentives for higher demand,
putting even more pressure on current stocks. Such a
parallelism would ensure policy coherence and back-
to-back commitments that allow the export of fish
products by SIDS at the same time as ensuring a level
playing field.

Additionally, SIDS should give consideration to sec-
toral reform and support the emergence of relevant
industrial sectors that can facilitate their transition to
a more sustainable interface with the world’s oceans.
Such a reform can allow private participation in ocean-
derived sustainable energy, regulate bio-prospecting
activities and support investment in a host of other
economic goods that can serve as a platform for
economic growth and enhanced competitiveness.
Moreover, SIDS should consider what sectors they
could liberalise to support inward investment and
what market access they could demand to support
industrial growth and export ambitions.

5.6 Incorporating a water management
approach and expanding the
scope of environmental goods and
services negotiations

For SIDS, the sustainable supply of goods and servic-
es from the oceans is central to their future well-being
and prosperity.®® This makes it all the more important
for them to be equal partners in the development of
an integrated governance and regulatory regime for
tradable goods and services derived from the world’s
oceans. SIDS could explore the preparation of a hy-
brid environmental goods list that focuses on products
relevant to wastewater treatment but also to parts and
components for marine renewable energy devices
that fit their interests.

Most product lists proposed so far in the environ-
mental goods debate have focused on energy-effi-
cient products or those with a direct environmental
benefit, but they do not tend to include preferable
environmental products that could be harvested
or produced by SIDS. Including products such as
sustainably harvested certified fish or organic aqua-
culture in a future negotiating list, whether at the
multilateral or regional level, could allow the liberali-
sation of products where SIDS might have a clearer
comparative advantage.

Well-managed sectoral reform and parallel regulation
and institution building in key environmental services
sectors can support further investment in sustainable
oceans sectors and create economic opportunities for
SIDS. The way in which SIDS prepare the offers and
requests lists on relevant environmental sectors, such
as wastewater treatment and tourism, can be impor-
tant to keep some policy space in order to introduce
services competiveness and industrial policies. While
some environmental sectors may fall outside the finan-
cial or technical reach of SIDS, there is potential for
partnerships with larger firms from emerging markets
and developed countries. Subcontracts, concessions
and joint ventures may also provide avenues for ser-
vice providers from SIDS to take advantage of oppor-
tunities presented.

[t should be borne in mind that there are a number
of initiatives on services taking place through RTAs
— such as the Trade in Services Agreement (TiSA),
the Trans-Atlantic Trade and Investment Partnership
(TTIP) and the Trans Pacific Partnership (TPP) — that
will impact on trade in services and investment flows.
With SIDS not party to these negotiations, it will prove
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difficult for them to inform the outcome or substan-
tially benefit from the results. Hence, it is critical for
SIDS to consider new and more flexible approaches
within the already established WTO architecture
to advance their interests with respect to services
trade and investment, particularly in environmental
services.

Finally, it must be noted that there are several con-
siderations that need to be taken into account. For
example, SIDS can seek to benefit from the private
sector participation and public-private partnerships in
relevant environmental sectors that demand high lev-
els of capital investment, such as wastewater, sewage
and energy services. This can support much needed
capital inflows in key sectors. Beyond infrastructure,
SIDS may also seek to support services suppliers en-
gaged in the export of environmental services, particu-
larly through modes one (cross border provision) and
four (temporary movement of service providers). In this
regard, SIDS-based suppliers can provide services in,
for example, environmental engineering and a range of
other environmental consultancy and advisory-related
services.

5.7 Harnessing access and henefit-
sharing regimes on marine
genetic resources for sustainable
development and improved
technological capacities

In order to harness potential marine genetic resources
for equitable benefit sharing from bio-prospecting
activities and to promote value addition and local
research capacities, SIDS need to introduce national
and regional ABS regulations for inland and, more
importantly, for marine biodiversity in the EEZ. Marine
bio-prospecting is perhaps one of the areas where the
‘oceans space’ approach would be strongly needed
to develop regional rules and even common authori-
ties that ensure legal access, fair and equitable bene-
fit-sharing and stronger negotiating capacity vis-a-vis
potential prospectors. Additionally, efforts to regulate
bio-prospecting and ABS rules for genetic resources
originating in the high seas need to be addressed in
the UNCLOS context in order to ensure those poten-
tial benefits actually go to humanity as a whole. When
developing these rules, links could be made to the
implementation and legal development of transfer of
technology clauses in UNCLOS.
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