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Preface

The COVID-19 pandemic has caused dramatic shocks in global supply and demand, leading to an
unprecedented contraction in international trade that is affecting all regions. Overall, international trade
could shrink by an estimated one-fifth in 2020

The COVID-19 crisis is exacting a particularly heavy economic toll on commodity-dependent countries,
primarily in sub-Saharan Africa and Latin America. Developing countries (excluding China) could lose
nearly $800 billion in export revenues in 2020 due to reduced trade volumes and depressed energy and
commodity prices.? The sharp decline in commodity prices since the outbreak of the pandemic has
weakened external balances, triggering large capital outflows, exchange rate depreciations and higher
external borrowing costs. These factors constrain countries’ abilities to service their debt, potentially
leading to debt crises.®

The pandemic has highlighted the interconnectedness of countries and the importance of global value
chains and a resilient trading system. Impaired global value chains are contributing to increased trade
costs, and trade has fallen more steeply in product sectors that have complex value chains. Debate over
the impacts of COVID-19 on the structure of global production and global supply chains is ongoing, with
consideration being given to the length of existing supply chains, sourcing decisions and the classification
of strategic goods.

Governmentsaroundtheworldcanfocusonbuildingtheresilience of supply chainsandbetterunderstanding
their strengths and vulnerabilities. Close monitoring of material flows through tools like the International
Resource Panel’s Global Material Flows Database will be critical for informed decision-making regarding
sustainable value chains. Consideration should be given to creating trade and investment policies that can
best support economic and climate resilience.

1. UNCTAD 2020a
2. UNCTAD 2020b
3. UN-DESA 2020
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As history demonstrates, trade plays an important role in post-crisis recovery. Countries are thus urged to
implement informed policies to ensure that trade helps drive the recovery towards a more resilient, green
and circular economy.

While the reduction in the movement of some goods, services and people due to COVID-19 has reduced
greenhouse gas emissions, it can also impede trade flows of green goods and services such as certified
products and low-carbon and energy-efficient technologies. This is owing to the shut-down of factories,
drops in demand and closure of many borders leading to a fragmentation of supply chains including
in climate technology. Moreover, it has slowed momentum on addressing important environment and
climate issues.

Itis crucial that policy-makers act to both facilitate trade in environmental goods and services, and address
the adverse effects of trade on climate change, pollution and biodiversity through appropriate recovery
measures. Economic stimulus packages introduced in response to the pandemic should promote green
goods and services such as renewable energy technologies. Rapid recovery of green trade and investment
will help stimulate economic recovery and achieve the green transition.

Janez Potocnik Izabella Teixeira Ligia Noronha

Co-Chair, Co-Chair, Director, Economy Division,

International Resource Panel International Resource Panel United Nations Environment
Programme
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Purpose of this paper

Research by the International Resource Panel (IRP) has drawn attention to the observed shift in
environmental burdens from high-income importing countries to low-income exporting countries, and has
called for effective trade policies to address the impacts of trade from an environmental and resource-
efficiency standpoint (UNEP 2015).

In response, UNEP’s Environment and Trade Hub has joined forces with the IRP Secretariat to update
the IRP’s findings on trade footprints, and to draw policy conclusions on how trade can help achieve a
transition towards a fairer, more sustainable and circular economy.

The purpose of this discussion paper is to enhance understanding among trade and environment
policymakers regarding trade flows of material resources - including their environmental impacts - and
regarding trade’s potential to contribute to the transition to a greener, more circular economy. The paper
summarises the IRP’s analysis on so-called upstream requirements of trade flows, drawing on the IRP
reports International Trade in Resources (2015), Global Material Flows and Resource Productivity (2016),
Sustainable Natural Resource Use (2017) and Global Resources Outlook (2019). It uses updated data to 2017
on trade flows and on the raw material equivalents of trade flows derived from the IRP Global Material
Flows Database.

The paper builds on the work of UNEP’s Environment and Trade Hub to offer policy implications focusing
on the role of trade in moving production and consumption away from linear to more circular models.
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