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TRADE AND THE ENVIRONMENT-
FROM A BUMPY START TO MUTUAL SUPPOEFIVENESS

2021: Environmental
\ l initiatives (Min. statements)

-

- Itherna.tionaI fora 2015: Adoption of SDGs
discussing and Paris Agreement
environmental issues \)Q _ AN i mimimmimmo !

_ GATT as one of the S © | 2001: Doha Ministerial Conference
three legs of *Q\o‘)/ ; and establishment of CTESS
. : - \)fb /’ %‘p e e e
international economic \5@"0, 7 & 1995: Establishment of the WTO + CTE:
cooperation XQOP‘) /qu& principle of sustainable development

: N
k «9}% 1992: Rio : Agenda 21 — sustainable development as

the paradigm

1987: Brundtland Report - concept of sustainable development

1972: Stockholm Conference

71: Establishment of the “EMIT Group” (Group on Environmental Measures and International Trade)

1971: The Limits to Growth — Club of Rome

1947: GATT 1947 — post Il WW + Bretton woods system
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https://www.wto.org/english/tratop_e/envir_e/hist1_e.htm 


TRADE AND ENVIRONMENT AT THE WTO

GATT 1947

Recognizing that their relations in the
field of trade and economic endeavour
should be conducted with a view to
raising standards of living, ensuring full
employment and a large and steadily
growing volume of real income and
effective demand, developing the full
use of the resources of the world and
expanding the production and
exchange of goods,

Recognizing that their relations in the
field of trade and economic endeavour
should be conducted with a view to
raising standards of living, ensuring full
employment and a large and steadily
growing volume of real income and
effective demand, and expanding the
production of and trade in goods and
services, while allowing for the optimal
use of the world’s resources in
accordance with the objective of
sustainable development, seeking
both to protect and preserve the
environment and to enhance the means
for doing so in a manner consistent with
their respective needs and concerns at
different levels of economic
development.
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WTO Basic Principles

Non-discrimination (among partners and between imported and
domestic products) — e.g. GATT Art. | and Il

Prohibition of quantitative restrictions — e.g. GATT Art. Xl
No unnecessary barriers to trade — e.g. GATT Art. XX

No protection over agreed limits — e.g. GATT Art. Il

Transparency — e.g. GATT Art. X
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Non-discrimination (GATT Arts. I and III; TBT Art. 2.1; SPS Art. 2.3; TRIMS Art. 2; ASCM Art. 3… )
	National treatment
	Most Favoured Nation
	Domestic content requirements
No quantitative restriction (GATT Art. XI, TRIMS…)
No unnecessary barriers to trade (GATT Art. XX*; TBT Art. 2.2, SPS Art. 2.2;)
	Requirements of performance vs. design or descriptive fts
No protection over agreed limits (GATT Art. II, Agreement on Agriculture and ASCM limits)



WTO Rules maintain a delicate balance

Right to adopt measures
to achieve legitimate
objectives

e

Rights of others
under basic trade
rules
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What is Article XX? “[A] balance must be struck between the right of a Member to invoke an exception under Article XX and the duty of that same Member to respect the treaty rights of the other Members” – AB US-Shrimp


What to keep in mind when developing a trade-restrictive
environmental measure

Based on past WTO disputes, several useful “checks”, including:

Coherence

The trade restriction or
difference in treatment
between domestic
and imported products

provided by the measure

is justified by the
legitimate objective and
not to protect domestic
sectors.

N/

A=

Mindful and holistic
The measure is part of

a holistic environmental
policy and considers
the impact on other
countries, as well as on
other national, regional
and international efforts
on the same topic.

Fit-for-purpose

The measure can
efficiently contribute

to the legitimate
objective in a balanced
way or is part of a
national conservation
policy also restricting
domestic production
or consumption.

Flexible

The measure is result-
oriented and takes into
account alternative
measures to address
the same challenge

as effectively, albeit
through different
methods, including due
to national and regional

environmental conditions.
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—

= -

Members inform each other about new or
forthcoming trade-related measures (including
environmental measures)
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Growing number of environment-related =/, wous o
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All WTO Agreements + other notifications such as measures notified to the Committee on Trade and Development (CTD)

Environment-related notifications can be broadly grouped into two categories. The first consists of notifications that mention environmental protection as the principal objective of the notified measure. The second category includes notifications that are not primarily aimed at environmental protection, but contain environment-related elements. In both categories, reference is made only to the environmental objective of the measure. Further, some notifications are made for each and every measure (such as most notifications under the TBT and SPS Agreements); others concern various measures in a single report type document (such as the SCM and Agriculture Agreements). In the latter case the various measures are reported separately. In addition, there might be cases where several notifications refer to the same environment-related measure.

There are year-on-year fluctuations in the numbers, but the overall trend suggests a steady increase in environment-related notifications and measures over the period 2009 to 2021.  In 2021, there were a record-high 2,250 environment-related measures drawn from 931 environment-related notifications. The sharp rise in environment-related measures (62% increase from 2020) was driven by measures reported in WTO Members' subsidy notifications submitted on a biennial basis. 


The Ministerial Decision on Trade and Environment,

THE COMMITTEE adopted in Marrakesh on 15 April 1994

« called for the establishment of a Committee on Trade and
ON TRADE AND Environment (CTE);
ENVIRONMENT + aiming to make international trade and environmental policies mutually
supportive.

CTE's terms of reference:

 "to identify the relationship between trade measures and
environmental measures, in order to promote sustainable
development”; and

» "to make appropriate recommendations on whether any modifications of
the provisions of the multilateral trading system are required, compatible
with the open, equitable and non-discriminatory nature of the
system"

CTE's mandate is organised along a ten-point work

programme.




INTERNATIONAL COOPERATION ON TRADE- )
= T
RELATED ENVIRONMENTAL MEASURES —=/

* The Committee on Trade and Environment a forum to
foster international cooperation on trade-related green
economy measures

Trade elements of
climate mitigation lllegal logging and
and adaptation deforestation
policies

Carbon footprint
schemes and
methodologies

Eco-labelling Initiatives to raise
schemes and environmental/
market access climate standards

Sustainable
supply chains



Presenter Notes
Presentation Notes
Carbon footprint schemes: allow individuals and companies to invest in environmental projects in order to balance out their own carbon footprints
Mitigation policies: e.g. regulations on car emissions, use of fossil fuels and biofuel; energy efficiency requirements; deforestation; renewable energy production; use of plastics
Adaptation policies: support measures to facilitate adaptation for the agricultural sector 
Illegal logging and deforestation: prohibitions/restrictions on trade with illegal timber or products leading to deforestation
Eco labelling schemes: mostly voluntary, certifying adherence to certain environmental standards
Initiatives to raise environmental standards: e.g. EU’s Fit for 55 package that aims to ensure that EU policies are in line with its climate goals 
Sustainable supply chains: the FACT dialogue which is a government-to-government dialogue bringing together the largest producers and consumers of internationally traded agricultural commodities (such as palm oil, soya, cocoa, beef, and timber) to protect forests and other ecosystems while promoting sustainable trade and development and addressing the climate and biodiversity crises


CBAM main design features

Seeks to be aligned with EU’s

international policies
Mirroring EU carbon pricing

by applying carbon price on
imported goods

Addressed to companies, not

countries, based on actual carbon
content of imported goods, or
alternatively based on default values

Focusing on carbon-intensive
sectors

Taking into account carbon price effectively
paid by third-country operator



What are the sectors in scope?

O In the first phase:

CEMENT IRON & STEEL ALUMINIUM FERTILISER ELECTRICITY

0 Selected on the basis of 3 criteria: HYDROGEN
v’ High risk of carbon leakage (high carbon emissions; high level of trade)
v Covering more than >45% of CO2 emissions of ETS sectors
v’ Practical feasibility

O Exclusions (under 150€ / countries linked with the EU ETS)

O In a second stage, CBAM may be extended to a limited list of ETS sectors at risk of
carbon leakage (such as refineries and chemicals), provided that such an extension is
justified based on selected criteria.



Main workstreams for the CBAM implementation

Transitional period Post-transitional period
October 2023 - December 2025 January 2026 onwards

(1) CBAM Simplification (2) Review & further adjustments
Agreed in June 2025

(3) Adoption of implementing
legislation

The implementation of CBAM is being informed by:

- Feedback from third countries and operators

- Feedback from EU importers and EU National authorities

- Learnings from processing and analysing data from transitional registry
- Dedicated studies




WHAT ARE THE MAIN WTO LEGAL ISSUES?

CBAMs raise two main types of legal issues:
border tax adjustments vs trade-restrictive environmental measures

~Indirect taxes can be “adjusted” at the border (e.g. VAT or environmental
excise taxes)

> Depending on their design, carbon taxes can have characteristics of both indirect and
direct taxes

Z Members can seek to justify CBAMs (applied on imports) under GATT Article
XX

(less clear with regards to exports - rebates) (other agreements — TBT, ASCM — might also be relevant)

~ the general Art. XX principles/considerations apply (TED’s recent publication offers some
elements):

~The environmental objective has to be at the centre of the CBAM — justifications based
on competitiveness effects are more problematic.




SAMPLE OF CONCERNS RAISED
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WTO Inconsistency and Discrimination:
 Incompatibility with WTO Non-Discrimination Principles
 Disguised Protectionism:

 Unilateral and Discriminatory Nature of the measure: The unilateral imposition of CBAM was

criticized as a departure from multilateral cooperation and a source of discrimination against
developing countries' trade.

Conflict with Climate Principles:

* Undermining Common but Differentiated Responsibilities (CBDR)

* Doesn’t respect the Paris Agreement and NDC’s “botto-up approach”

 Shifts the burden of emission reduction from developed countries to developing ones,
Technical and Administrative Burdens:

|+ Data Collection and Disclosure: technical complexity, cost and lack of quality infrastructure to
collect and prepare GHG emissions data,

|« Lack of iInternationally harmonized carbon accounting methodologies

» Burden of Verification: The requirement to use certified verifiers.
 Limited Recognition of other members' Policies/interoperability:
B Non-Acceptance of non-tax domestic policies



EUDR main features
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» Coffee * Palm oll

» Cocoa * Rubber

* Soy + Wood

 Cattle

Due diligence: varying degrees of due diligence requirements based on EU Risk Classification
Benchmarking

\ - LOW W Standard High

Recent developments

- Appllcatlon postponed to 30 December 2025 for large and medium companies and 30 June 2026 for
mlcro and small enterprises

% chmarklng Published end of May — 4 economies classified as High, 50 as standard and
as low-




REFORM BY DOING - STRENGTHENED CTE, ENV IN OTH)ER
COMMITTEES

New developments

: : Environmental discussions
CTE Thematic Sessions Proposals by Members in other WTO bodies

Committee on Market Access thematic
Trade’s role in the clean session on greening the HS

energy transition WG el isiepaiEioliy TBT Committee Thematic sessions
Trade-related climate Sustainable agriculture (Plastic, Climate Change)
measures Industrial development
Technology transfer Technology transfer
Sustainable agriculture

Fish phase Il
SPS deliberations

Trade Forum for Decarbonization
Standards

Industrial subsidies discussion



NEW ENVIRONMENTAL INITIATIVES 2 i
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= Trade and Environmental Sustainability Structured Discussions
Fﬁ(TESSD)

Topics: trade and climate change, trade and environmental goods and
services, circular economy, and sustainable supply chains




NEW ENVIRONMENTAL INITIATIVES 2 it

« Official launch at joint event of three environmental initiatives on 15
December 2021

* Intended to complement the work of the CTE and other relevant
WTO bodies

« Share the objective of making trade part of solutions to addressing
global environmental challenges

* Inclusive approach: open to all Members and actively seek the
engagement of stakeholders from the private sector, civil society,
iInternational organizations and academia
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TESSD — TOPICS

Trade-related climate measures

 Policies and their implications; best practices in the development of
such measures; challenges facing MSMEs and developing countries

Environmental goods and services

« Opportunities and approaches for promoting and facilitating trade in
EGS to meet environmental and climate goals

Circular economy — circularity

« Supporting sustainable CE transition (reducing unsustainable resource
e, promoting resource efficiency, minimizing waste)

Subsidies

« Environmental effects and trade impacts of subsidies including
iricultural and green subsidies

i



What are environmental goods?

Green or clean technologies
The use of technology that makes products
rocesses more environmentally

ly, for example, by reducing CO2
sions or by making products more

“"// WORLD TRADE
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Eco-innovation

Non-technological innovation where
environmental benefits arise during
production (e.g. organic production),
consumption and use (e.g. bicycles, energy
efficient products) or disposal (e.g.
recyclability) or as substitutes reducing
pollution (e.g. natural fibres, jute).



Examples

Renewable energy
technologies (solar
panels, wind turbines)

' | Resource-efficient
goods (water-saving
devices, energy-efficient

/ appliances)
" /
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Pollution control
equipment (filters,
scrubbers)

Sustainable raw
materials
(biodegradable plastics,
eco-friendly chemicals)



WORLD TRADE

=/
Challenges in ldentifying Environmental Gﬁsommmw

Lack of a Universal What qualifies as "environmental"? Some goods have dual use (e.g., steel for
Definition wind turbines vs. general construction).

Innovation leads to new environmental goods, making static lists quickly
outdated.

Evolving Technologies

Sectoral & Political Economies prioritize different goods based on national industries and trade
Considerations interests (e.g., biofuels vs. electric vehicles).

Process v. Product Some goods are environmentally friendly in use but not in production (e.g.,
Debate solar panels with high carbon footprints in manufacturing).

How to quantify environmental benefits? Should criteria include life-cycle

\Y ring Impact '
Sl L) Lt assessments or only end-use benefits?




DPP — TOPICS

Crosscutting issues |

« Capacity building and technical assistance

» Fostering international cooperation and collaboration among
|GOs and collective approaches

Promoting trade to tackle plastic pollution

« Environmentally sustainable waste management technologies;
substitutes and alternatives; reused and recycled plastics.

' Reduction to tackle plastic pollution

upporting efforts to reduce unnecessary or harmful plastic
products, including single-use plastics and plastic packaging

. Aﬁproaches to move towards more circular resource efficient

d environmentally sustainable plastics trade
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E.g. working on developing definitions for terms related to plastics substitutes (Non-polymer natural materials from mineral, marine, plant, or animal origin, that have similar properties of fossil fuel-based plastics – bamboo, paper, glass, cotton) and alternatives (bioplastics or biodegradable plastics). E.g. what is environmentally sustainable, single-use product, biodegradable, reusable, recyclable, compostable. Also on HR codes for such products and lifecycle analysis.
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(W1) crosscutting issues: 
capacity building and technical assistance; fostering international cooperation on transparency and data; and collaboration among IGOs and collective approaches. 
(W2) promoting trade to tackle plastic pollution: 
environmentally sustainable waste management technologies; environmentally sustainable and effective substitutes and alternatives; reused and recycled plastics, including by incentivizing increased reuse and recycling of plastics and technologies for environmentally sustainable and effective substitutes and alternatives of interest to developing members and least developed members including SIDS, and opportunities for SMEs. 
(W3) circularity and reduction to tackle plastic pollution: 
how trade-related cooperation could help to support efforts to reduce unnecessary or harmful plastics and plastic products, including single-use plastics and plastic packaging associated with international trade; and sharing experiences of effective approaches to move towards more circular resource efficient and environmentally sustainable plastics trade.
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How Trade (and Trade policies) interact with plastic pollution?

40% higher than previously estimated
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UNCTAD mapping of global trade in plastics — more than 1.2 trillion dollars (~5% of global trade) and

Concentrated in primary plastics (very little by value in waste), while most trade measures mid and
downstream

“hidden flows” of
plastics
associated with
international
trade

« Packaging
« Plastic

“embedded”
in goods
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1. Improving Transparency and Monitoring Trade Trends:
UNCTAD/Graduate Institute Mapping:
Key Message: harder than initially previewed to get the full picture of plastic trade flows
The volume of identifiable trade flows of plastics was much bigger than previously estimated, amounting in 2018 to more than 1 trillion dollars (5% of global trade), almost 40% higher than previously estimated, with more potential trade in plastics still unaccounted.
 It was also concentrated in 2018 in primary (US$ 348 billion) and intermediate forms of plastics (US$ 158 billion) and final manufactured plastic products (US$ 416 billion). 
Intermediate manufactured products represented US$ 83 billion, while trade in plastic waste represented a much smaller share, with US$ 3 billion in that year. 
Finally, although the data reflected only traded plastics, trade represented a significant portion of production for some parts of the plastics life cycle, accounting for as much as 54% of total production of primary forms of plastic in 2018.
Due to hidden flows, the real volume and value of trade in plastic could be up to 30% higher than the database created by UNCTAD/Grad. Institute captured.
WCO 2022 reform of HS:
Challenges in reforming HS: lack of globally accepted and harmonized definitions, complexities of plastic additives (effects and implications), identification of plastics incorporated into other goods ( ie packaging), identifying and verifying commodities at borders (important regarding biodegradability/composting and testing compliance).
2. Promoting Best Practices:
WTO Secretariat Presentation of the EDB:
129 measures in the period (2009-2019) notified to address plastic pollution. Average of 20 notifications per year since 2016
the average annual number of references to plastics-related measures in Trade Policy Reviews (TPRs) had almost quadrupled between the period 2009-13 (around 3) and the period 2014-19 (around 11)
3. Cooperation with other international efforts and processes:
(Mentioned in previous slide)
Members noted during the IDP the importance of collaborating with outside stakeholders to better understand how trade cooperation, within the rules and mechanisms of the WTO, could constructively contribute to efforts in other forums. 
They also noted the value of enhanced and early voluntary information-sharing on domestic policies to increase transparency and international cooperation.
In addition, several delegations stressed that mapping international action, cooperation with international institutions, and focusing on core WTO capabilities would be key to avoid duplication and ensure any trade discussions would add value to ongoing domestic, regional, and international efforts to address plastics pollution. 
The importance of working with the private sector was also emphasized by some participants during IDP meetings.
4. Collective Approaches:
Referenced by delegates and stakeholders . 
Senior adviser to the Ministry of Climate and Environment of Norway presented a study on the role of regional instruments in strengthening cooperation in marine plastics pollution. 
The study concluded that there was a substantial role for the regional level in combating marine plastic litter although there was substantial variation in the level of implementation measures to address plastic pollution across different regions.
Recommendations: i) initiate or expand activities under existing regional seas conventions and regional economic organisations; ii) promote and assist development of regional response strategies and action plans; iii) promote regional commitments to ban and address single-use plastic, polystyrene and plastic packaging; iv) introduce regional thresholds and aims; and v) Support continuation and expansion of existing integrative regional platforms for coordination and cooperation. 
Latin American Integration Association (Aladi):
-two upcoming rounds of trade discussions relevant to addressing plastic pollution in the region. 
A first round in August 2021 called “Creative Industries and Information and Communication Technologies” would include the participation of small and medium enterprises (SMEs) from 13 Latin American economies and focus on plastics substitutes, such as banana leaves, biodegradable packaging, and other alternative products.
A larger trade round in December would include a focus on plant and animal fiber value chains. The objective was to support SMEs in these sectors to reach markets and economies of scale.
5. Strengthening Policy Coherence:
European Union Circular Economy Action Plan:
Plan issued in March 2020 contained 35 actions along the entire life cycle of products that were also relevant for plastics and plastic products
The Plan sought to keep the value of plastic material in the circular economy, including by adopting mandatory requirements for recycled content and waste reduction measures, addressing the presence of microplastics in the environment and issuing a policy framework on bio-based, compostable and biodegradable plastics.
EU also had a zero-pollution strategy in place which envisaged other policies and potential reforms such as restrictions on export of problematic plastics, EU budget incentives for increased domestic recycling rates and promotion of a well-functioning EU market for secondary raw materials. The EU was committed to a global agreement on plastics, as plastics had to be addressed globally.
Massey University and University of Newcastly Study:
- Researchers presented their study titled "Plastic pollution prevention in Pacific Island Countries: gap analysis of current legislation, policies and plans.”
- The policy gap analysis indicated the existence of only one reference in all policy documents studied that explicitly mentioned the prevention of microplastics. There was almost no regulation on virgin, fossil fuel-based plastics. Last, there was almost no market restrictions preventing a broader range of problematic plastics from circulating in the economy.
Research indicated that: 
Human rights law obligates governments and industry to take responsibility for the full lifecycle of plastics including production, manufacture, and safe end-of-life management. 
However, the Pacific Island Economies lacked the political and economic power to compel companies to seek and obtain ongoing social license to operate end-of-life management technologies. 
Thus, domestic policy frameworks could not fully and faithfully domesticate and integrate international plastic pollution-related human rights obligations due to resource and capacity constraints, and because the main source of the problem did not reside in the region. For that reason, there was overwhelming support for a global treaty among participants interviewed in the research, as it would support a shared regional position that helped address boundary challenges, promote extended producer responsibility, and compel plastics producers and manufacturers to design safe products that prevented plastic pollution at source.
WEF/GPAP Study:
researchers suggested that, building on important domestic steps, Ghana could strategically use trade policy, by adapting domestic tariff lines and modernising border clearance procedures to keep out hazardous and hard-to-recycle plastic waste
Recommendations: enhancing trade control and implementation of the Basel Convention Plastic Waste Amendment; identifying and facilitating safe trade in relevant upstream and downstream inputs; attracting key investment and services through proactive services negotiations; leveraging regional platforms to develop regional standards on plastic recycling grades; and intra-ministerial cooperation.
trade negotiations can be used to create export markets for plastic alternatives and to seek support in complying with new standards around plastic waste elimination.
6. Assessing capacity and technical assistance needs:
Several WTO Members and stakeholders stressed the importance of capacity building and technical assistance, in particular to SIDS, vulnerable developing Members and LDCs
Positive encouragement approaches should be adopted instead of punitive approaches to account for developing countries’ constraints.
Jamaica noted international cooperation and assisting developing Members were important to incentivize trade and investment opportunities in new markets of substitute and alternative plastics.
Barbados stressed the importance of correct product classification, identification, and regulatory definitions, and the need to assist developing Members and help build their capacity in the area, especially for SIDS. 
Ecuador underlined it was indispensable to marry technical aspects with cooperation and capacity building.
Chad, on behalf of the LDCs Group, stressed support for LDCs was needed for a circular economy, including technology transfer








Example of differences in approach in regulating the
same plastic product

Commonalities
thickness of usage (eg:

material (eg: < 50 purpose,
microns) capacity)

Polymer input (eg: End of life
bio or polymer properties
based)
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FFSR - TOPICS

Stocktake of international efforts

« Current activities related to FFSR by WTO Members and
international bodies

 Existing evidence of environmental harms from fossil fuel subsidies
and gaps in the evidence base

Development and social aspects

« Economic and social analysis of distributional effects of fossil fuel
subsidies

« Development concerns related to fossil fuel subsidies

Further work

« Understanding the extent of temporary measures taken in response
to the energy crisis

« Understanding of the landscape of existing subsidies, based on
sector, purpose, or environmental and trade impact




HOw TO IDENTIFY THAT A TRADED GOOD IS “ENVIRONMENTALLY
PREFERRABLE” (IN PARTICULAR AT THE BORDER)?

PROLIFERATION
OF CERTIFICATION
SCHEMES (E.G.
FOR STEEL)




Steel Standards Principles

Common emissions measurement methodologies to accelerate the transition to near zero
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