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Introduction 

The interplay between global trade law and the protection of the environment has become ever 

more critical under conditions of globalization. Although international trade treaties are 

essentially drafted with the aim of ease of free movement of commodities and services across 

borders, these tend to converge with domestic and international environmental norms in a quite 

intricate manner. Policy makers together with firms and citizens need to comprehend the 

interconnection between trade policies and environmental policies since ignoring this 

connection leads to serious economic and environmental implications. 

 

1. The Evolution of International Trade Agreements 

Historically, international trade agreements have served to facilitate the movement of goods 

and services across borders with as little hindrance as possible. Since its establishment in 1995 

the WTO has spearheaded development in trade regulation by putting in place rules to 

harmonize trade practices and settle disputes. Environmental issues have increased in 

significance over time. International trade started to include environmental factors during the 

late 20th century and underwent increased transformation after the adoption of the Kyoto 

Protocol. 

 

Trade agreements with legally binding provisions now increasingly accompany international 

environmental agreements. Trade regime debates today include considerations of whether to 

include environmental policies that might restrict trade. Neo-liberal institutionalism and 

regulatory interdependence theories explain institutional change by demonstrating how 
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organizations such as the WTO are both facilitators of economic exchange and arenas for states 

with varying agendas to battle policies. 

 

2. Environmental Regulation in the International Arena 

Environmental regulations has transformed from independent national actions to a system of 

multilateral treaties. Paris Agreement and the biodiversity treaties demonstrate an international 

response to environmental issues. The overlap between trade and the environment became 

more apparent as environmental degradation had transboundary impacts, necessitating 

international cooperation. Concepts like sustainable development, precaution, and 

intergenerational equity are being adopted by international environment policy. 

 

The friction between trade liberalization and environmental protection is conceptually 

grounded in varying ideas of sovereignty, economic development, and public well-being. 

Environmental groups and consumers demand tougher standards for environmental protection, 

whereas some trading countries hold that strict environmental standards operate as nothing 

short of de facto protectionism. 

 

3. Balancing Trade and Environmental Protection 

Academics have posited that it is necessary to harmonize trade liberalization and environmental 

protection with flexible design of policies in which exceptions or "green boxes" enable 

measures for the environment without breaking the rules of trade. Integrating environmental 

standards in trade agreements may be a door to sustainable development. Nevertheless, critics 

hold the view that the measures, when not designed in the correct way, might enable 

governments to camouflage protectionism with the pretension of addressing environmental 

issues. 

 

The controversy also reaches into the doctrine of comparative advantage and distributive 

justice. Nations that base their economic development significantly on environmental resources 

are under the pressure to find a balance between international competitiveness and the 

sustainability of the environment over time. 

 

WTO Environmental Provisions and GATT Article XX 

The creation of the WTO in 1995 was a milestone in the regulation of foreign trade. One of its 

roles was to develop mechanisms that balance economic integration with other global issues, 
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such as environmental protection. While environmental issues were not central to the WTO 

agreements, there have been provisions made to mitigate conflicts between trade liberalization 

and environmental goals. GATT Article XX has specifically been at the centre of discussions 

on environmental exceptions in the context of trade. 

 

GATT Article XX sets out a list of general exceptions which enable member states to adopt 

measures which would otherwise be in contravention of trade obligations under the treaty, 

provided such measures are "necessary to protect public morals, human, animal, or plant life 

or health, or relate to the conservation of exhaustible natural resources. In spite of its 

purposefully broad wording, Article XX has been a focus of comprehensive judicial 

interpretation in dispute settlement proceedings where environmental goals and trade 

liberalization interests conflict. The balancing required by Article XX calls for governments to 

show that environmental measures are not applied in a discriminatory fashion, thus ensuring 

restrictions on trade are proportionate and mindful of alternative approaches less injurious to 

international commerce.1 

 

WTO panels and the Appellate Body have progressively developed a jurisprudence that strives 

to reconcile environmental protection with the free trade obligations, in, for example, United 

States - Import Prohibition of Certain Shrimp and European Communities-Measures Affecting 

Asbestos and Products Containing Asbestos, the WTO dispute WTO dispute settlement 

mechanism highlighted that although environmental protection is a legitimate basis upon which 

to justify trade measures, it must pass a stringent test of necessity and non-discrimination2. 

These examples demonstrate that international trade legislation does not function in Isolation; 

rather, it must be interpreted dynamically in response to emergent environmental Imperatives. 

 

In spite of these trends in the courts, there are still criticisms leveled against the effectiveness 

of WTO environmental provisions. It is argued that the WTO system is inherently trade 

liberalization-oriented and that environmental exceptions are narrowly framed, making it 

difficult for states to put in place overarching environmental policies. On the other hand, 

defenders argue that the developing jurisprudence. 

 

 
1“WTO | Trade and Environment,” n.d.  
2“WTO | Dispute Settlement - the Disputes - DS58,” n.d.  
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Some of the key factors behind the environmental implications of trade laws are: 

 

a. The Race to the Bottom: Nations engaging in a competition for foreign investment and access 

to markets can reduce environmental protection standards, potentially leading to a "race to the 

bottom."  This tends to lead to diminished regulations and higher environmental pollution.3 

 

b. Technology Transfer: The exchange of trade agreements can make the environmentally 

sound technology available globally. Cleaner production and renewable energy technologies 

can be developed with cross-border collaboration and technology sharing, encouraging 

sustainable processes. 

 

c. Regulatory Convergence: Regional trade agreements may harmonize standards across 

countries, potentially enhancing environmental regulations. However, if these uniform 

standards are inadequate, local environmental needs may be.4 

 

d. Tariffs and Quotas: Adjustments in these can significantly influence domestic environmental 

regulations; countries often face pressure to liberalize markets, which may compromise local 

environmental standards. 

 

e. Environmental Safeguards in Trade Agreements: Numerous recent agreements have 

provisions permitting temporary environmental measures. Such safeguards offer nations the 

freedom to impose strict environmental policies without compromising on trade obligations. 

 

Finally, the environmental footprint of trade legislation is largely determined by the policies 

designed and implemented by nation-states. A delicate balance is maintained so that trade 

liberalization can be reconciled with environmental protection policies, enabling nations to use 

open markets for sustainable development without undermining ecological integrity. 

 

For example, the shrimp-turtle controversy demonstrates the intricacies of trade-environment 

disputes. In the early 1990s, the United States banned the importation of shrimp harvested in a 

 
3International Society for Ecological Economics, Internet Encyclopaedia of Ecological Economics, & Ekins, P. (2003). 

Trade and Environment. 
4Charnovitz, S. (n.d.). Environmental harmonization and trade policy. In Environmental Harmonization and Trade Policy (p. 

1) 
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manner that is injurious to sea turtles, with the objective of protecting marine biodiversity. 

India, Malaysia, and Thailand objected to this policy at the WTO, arguing that it was 

discriminatory and interfered with free trade.5 

 

United States: Melding Environmental Provisions into Trade Frameworks 

The United States has a long tradition of environmental regulation at home, and its international 

trade policy is consistent with this heritage. One good example is the United States-Mexico-

Canada Agreement (USMCA), which took the place of the North American Free Trade 

Agreement (NAFTA) in 2020. The USMCA has a specific chapter on the environment that sets 

out provisions to safeguard environmental standards, enforce environmental legislation, and 

encourage sustainable practices6. 

 

The environmental provisions of USMCA are a step forward from previous trade agreements. 

Traditionally, criticism of NAFTA was focused on the threat of regulatory "race-to-the-bottom" 

tendencies, where nations would lower environmental standards in an attempt to woo foreign 

investment. The USMCA, however, makes specific commitments for all three nations to 

preserve and uphold their respective environmental standards. Nonetheless, controversy exists 

regarding the enforceability of such pledges, as the accord includes dispute resolution 

mechanisms that can favour trade interests over environmental regulation. Economic studies 

show that the environmental protection profile embedded in trade agreements can be a source 

of long-term economic gains by encouraging cleaner technology and green innovation.7 

However, critics argue that the environmental chapters of these types of agreements can contain 

imprecise language, which allows for interpretative flexibility and thus disappointing 

enforcement results. Additional empirical work indicates that although the inclusion of 

environmental provisions in trade agreements has helped to raise environmental standards, 

there is potential to enhance accountability and ensure that trade liberalization is not used to 

backtrack on domestic environmental policies. 

 

India : Including Environmental Provisions into Trade Frameworks 

 
5 “WTO | Environment - Disputes 8,” n.d. https://www.wto.org/english/tratop_e/envir_e/edis08_e.htm. 
6 United States Trade Representative. “Benefits for the Environment in the United States-Mexico-Canada Agreement,” n.d. 
7 Global Development Policy Center, Brian Roach, and Jonathan M. Harris. “An ECI Teaching Module on Social and 

Environmental Issues in Economics.” Economics in Context Initiative. Global Development Policy Center, Boston 

University, 2021.  
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India has signed numerous bilateral trade agreements in the last two decades, most of which 

have explicit environmental provisions aimed at reducing negative ecological effects. Many of 

these agreements have two-fold purposes: improving market access for Indian goods while, at 

the same time, encouraging sustainable practices. For example, some agreements have 

commitments to apply stricter environmental standards and exchange technical knowledge in 

green technology. 

 

One of the most notable instances is India's strategic trade agreement with various Southeast 

Asian countries. The agreement has provisions for environmental cooperation in the form of 

collaborative research into sustainable management of resources and setting up cross-border 

pollution control mechanisms. The agreement highlights the need for environmental 

harmonization in the process of trade and the emerging consensus that environmental concerns 

need international collective action8. 

 

However, actual application of these environmental provisions has been problematic. Local 

industries, especially small and medium-scale enterprises (SMEs), tend to complain that 

meeting high environmental standards raises the cost of production and cramps 

competitiveness in foreign markets. At times, environmental provisions are implemented in 

ways that seem to benefit developed nations' interests, thereby widening the asymmetry 

between trading partners9. 

 

Another important aspect in India's trade regime is the interaction between WTO commitments 

and bilateral agreements. Although WTO norms create a global order that can accommodate 

environmental policies by means of Instruments such as GATT Article XX, bilateral 

agreements. 

 

Considering the intricacies and dual results emphasized in the above sections, it is crucial that 

future trade agreements take a reformed approach with more focus on environmental protection 

and sustainable economic growth. The following recommendations seek to outline a roadmap 

for improving the effectiveness of environmental provisions in trade agreements. 

 
8 Gaira, Ankit Awasthi & Karnika H. “India’s Role in Cross-Border Energy Trade in South Asia and Its Environmental 

Impacts.” IJPIEL, August 12, 2024. 
9 Maulana, Hartomi & Umam, Khoirul & Astuti, Rahma & Cahyo, Eko & Faradisi, Roghiebah. (2019). Environmental 

aspects of Micro, Small and Medium Enterprises (MSMEs).  
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1. Enhancing Enforcement Mechanisms 

One of the most essential challenges is one of enforcing already existing environmental 

measures. Future accord should include decisive, enforceable standards and reporting 

mechanisms. That may involve providing for independent institutions responsible for the 

evaluation of conformity, as well as mechanisms designed to resolve disagreement specifically 

related to environmental infringement.  

 

2. Harmonization of Environmental Standards 

Convergent rather than divergent environmental regulation across nations can weaken the 

impact of trade agreements. Harmonization, under which participating countries pledge to 

environmentally compatible standards that will be recognized mutually, can forestall the threat 

of a "race to the bottom" in regulatory application. This harmonization would be helped along 

by the creation of international agencies that oversee and guide cooperation between trading 

nations. 

 

3. Encouragement of Green Technology and Innovation 

International trade agreements must incorporate provisions that facilitate research and 

development of green technologies. Through technology transfer and innovation, trade 

agreements can facilitate research and development of green technologies from various 

countries.10 

 

4. Increased Transparency and Public Participation 

The trade agreement negotiation process is secretive. Transparency and public participation 

can Improve the quality of environmental provisions. Involving non-governmental 

organizations, academic institutions, and civil society in negotiation can make future 

agreements more representative of society's priorities and environmental interests. 

 

5. Incorporation of Adaptation and Resilience Measures 

Aside from mitigation measures, future trade agreements should also look at adaptation and 

resilience. This is particularly relevant given the increasing frequency and magnitude of climate 

 
10 Reinsch, William Alan, Emily Benson, and Catherine Puga. “Environmental Goods Agreement: A New Frontier or an Old 

Stalemate?,” October 15, 2024.  
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change effects. Provisions that ease financing for adaptation activities, disaster risk 

management, and climate resilience can help make trade policies robust in the face of 

environmental uncertainty.11 

 

6. Periodic Review and Revision Clauses 

With the fast-changing character of both environmental science and world trade patterns, future 

trade deals must include mechanisms for periodic reviews. Periodic reviews and amendments 

can help maintain the relevance and effectiveness of environmental provisions over time. These 

clauses would offer a chance to revise environmental standards based on new scientific findings 

and technology.12 

 

These proposed Improvements are not contradictory; instead, they are complementary to each 

other to create an integrated approach for integrating environmental sustainability into the 

fabric of international trade. Addressing enforcement, harmonization, innovation, 

transparency, adaptability, and review at regular intervals, future trade agreements can more 

effectively balance the twin imperatives of economic growth and environmental protection. 

 

Conclusion 

International trade agreements and laws are crucial in determining the environmental policy of 

developed countries. In the last decade and a half, bringing environmental rules into trade 

structures is an essential step towards countering the issues of industrial expansion and 

globalization. Though considerable beneficial effects have been seen particularly in terms of 

stimulating green tech innovation and ensuring greater levels of environmental quality, the 

issues of unclear enforcement structures, policy harmonization, and regulatory compliance 

continue to dilute these benefits. The economic consequences are considerable, since the 

growth-sustainability balance is still fragile. Trade liberalization, if not properly controlled, can 

inadvertently lead to environmental degradation that eventually erodes long-term economic 

well-being. Innovation, improving transparency, incorporating adaptation measures, and 

 
11Yoo, In Tae, and Inkyoung Kim. “Free Trade Agreements for the Environment? Regional Economic Integration and 

Environmental Cooperation in East Asia.” International Environmental Agreements Politics Law and Economics 16, no. 5 

(July 31, 2015): 721–38. 
12George, C. and S. Yamaguchi (2018), “Assessing Implementation of Environmental Provisions in Regional Trade 

Agreements”, OECD Trade and Environment Working Papers, No. 2018/01, OECD Publishing, Paris 
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ensuring regular review are essential steps towards making trade policies genuinely 

sustainable. 

 

In the future, global trade agreements will increasingly incorporate environmental provisions, 

marking a paradigm shift in considering environmental sustainability as a foundation of global 

economic policy. 

 

The flexibility of WTO rules, the success of regional cooperation, and the proactive integration 

of scientific evidence into dispute resolution all point towards a promising direction for 

balancing trade with ecological interests. For policy makers, this is both a challenge to innovate 

regulatory systems and an opportunity to take the lead in creating a more sustainable global 

future. Ultimately, ensuring trade laws positively influence environmental outcomes will be 

based on the readiness of countries to undertake cooperative discourse, adopt advances in 

technology, and continually update policies to mitigate new challenges. With this dynamic 

process, the relation between trade and the environment becomes one of the most pivotal areas 

for a more resilient, sustainable, and thriving global society. 

 

 

 

 

 


