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With this thought, we hereby present to you
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Abstract
Through regional viewpoints, this paper examines the relationship between trade and the
environment, stressing the particular difficulties and approaches to policy in North America,
the European Union (EU), and developing nations. Trade liberalization has enlarged economic
growth, but it has also exacerbated environmental problems like resource depletion, pollution,
and climate change. Although enforcement issues still exist, North America has incorporated
environmental elements into accords such as the USMCA and NAFTAL Through edges like
the EU Emissions Trading System and circular economy plans, the EU has become a global
leader in integrating sustainability into trade policy. Developing countries face distinct
challenges, including weak regulatory capacity, resource dependency, and vulnerability to
climate change, but also chances for green growth, renewable energy, and sustainable
agriculture. By comparing regional strategies, the paper emphasizes the importance of policy
coherence, cooperation, and innovation in advancing a sustainable trade-environment nexus

globally.?

Introduction
In discussions of international policy, the linking between commerce and the environment has
grown in importance. Trade promotes economic advancement and integration, but if

sustainability is not given priority, it frequently results in environmental weakening. Regional

! Article 104 of NAFTA allows certain NEAs, such as the Montreal Protocol, Basel Convention and CITES,

to trump its own trade rules, under certain conditions.
2https://www.researchgate.net/publication/5107421_Environment_and_Trade A _Review_of Issues_and_Metho
ds
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perspectives shed light on how trade policy might strike a balance between ecological and
economic objectives. *Three viewpoints are examined in this essay: those of emerging nations,
the European Union, and North America. Every region has dissimilar issues and policy
solutions that are influenced by its regulatory environments, economic goals, and
environmental vulnerabilities. The persistence of the study is to examine how these areas have
dealt with trade-environment relationships, the usefulness of their approaches, and potential

avenues for sustainable development in the future®.

North American Perspective
The North American perspective on trade and environment reflects the unique dynamics and
challenges faced by the United States, Canada, and Mexico in balancing economic interests
with environmental protection. As key members of regional trade agreements like the North
American Free Trade Agreement (NAFTA), now superseded by the United States-Mexico-
Canada Agreement (USMCA), these countries have navigated complex issues surrounding
trade liberalization, environmental sustainability, and regulatory cooperation. This part
explores the evolution of trade-environment relations in North America, key environmental

challenges, policy responses, and the outlook for future cooperation.

> Evolution of Trade-Environment Relations

1. Early Trade Agreements and Environmental Concerns
Historically, trade agreements in North America focused primarily on reducing tariffs
and promoting economic integration. Environmental considerations were often
secondary or excluded altogether, leading to concerns about the potential negative
impacts of trade liberalization on ecosystems and public health?®.

2. NAFTA and Environmental Provisions
NAFTA, implemented in 1994, marked a significant development in integrating
environmental provisions into trade agreements. It included the North American
Agreement on Environmental Cooperation (NAAEC), a side agreement aimed at

addressing environmental issues associated with trade activities. Key objectives of

3 Solheim Erik,Why trade can save planet if we do it better. https://www.unep.org/news-and-stories/story/why-
trade-can-save-planet-if-we-do-it-better.

4 TRADE AND ENVIRONMENT IN THE WTO WTO oMC
https:/iwww.wto.org/english/tratop_e/envir_e/bkgrnd_climate_e.pdf..

5 Brodny J, Tutak M. The comparative assessment of sustainable energy security in the Visegrad countries. A 10-
year perspective. J Clean Prod. 2021; 317:12842. doi: 10.1016/j.jclepro.2021.128427.
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NAAEC included:

» Promoting Sustainable Development: Integrating environmental protection

and economic growth.

» Enhancing Cooperation: Facilitating collaboration on environmental policies
and initiatives.

» Addressing Trade-Related Environmental Issues:Such as pollution
prevention, conservation, and biodiversity.

NAFTA's environmental provisions represented an initial step towards aligning trade
and environmental goals in North America.

3. Environmental Challenges and Criticisms
Despite  NAFTA's environmental initiatives, criticisms arose regarding the
effectiveness and enforceability of environmental provisions. Concerns included:

* Regulatory Arbitrage: Potential for industries to relocate to countries with
weaker environmental standards.

* Investor-State Dispute Settlement (ISDS): Mechanisms that allowed
corporations to challenge environmental regulations, perceived as threats to
profitability.

These challenges underscored the need for stronger environmental safeguards and

mechanisms for addressing trade-related environmental disputes.

> Key Environmental Issues in North America

1. Transboundary Pollution
North America faces challenges related to transboundarypollution, including air and
water contamination that cross national borders. Industrial activities, transportation,
and energy production contribute to pollutants that can affect ecosystems and public
health in neighboring countries.

2. Natural Resource Management
Resource-intensive industries such as mining, forestry, and agriculture pose
environmental risks, including habitat destruction, deforestation, and water depletion.
Sustainable resource management practices are essential to mitigate these impacts
while supporting economic development.

3. Climate Change

Climate change poses significant environmental and economic risks in North
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America, including extreme weather events, sea-level rise, and impacts on agriculture
and biodiversity. Addressing climate challenges requires coordinated efforts across

borders, including mitigation measures and adaptation strategies.

> Policy Responses and Cooperation Efforts
1. United States-Mexico-Canada Agreement (USMCA)
The USMCA, which entered into force in 2020, builds upon NAFTA's environmental
provisions while introducing new commitments:
» Environmental Cooperation: Enhancing collaboration on conservation,
pollution prevention, and sustainable management of natural resources.
« Climate Change: Recognizing the importance of addressing climate
challenges through shared commitments and cooperation.
» Enforcement Mechanisms: Strengthening enforcement of environmental
laws and regulations, including dispute resolution mechanisms.
The USMCA reflects a continued commitment to integrating environmental
considerations into trade policies in North America.
2. Bilateral and Trilateral Initiatives
Outside of formal trade agreements, North American countries engage in bilateral and
trilateral initiatives to address shared environmental challenges:
« Joint Environmental Projects: Collaborative efforts on biodiversity
conservation, clean energy development, and ecosystem management.
» Scientific Research and Data Sharing: Sharing expertise and data to inform
environmental policies and decision-making.
« Public-Private Partnerships: Engaging stakeholders from government,
industry, and civil society to promote sustainable practices and innovation.
These initiatives demonstrate a commitment to fostering cooperation and advancing

environmental goals across borders.

> Qutlook for Future Cooperation

1. Strengthening Environmental Governance
Future cooperation in North America should focus on strengthening environmental
governance frameworks, including:

» Enhancing Regulatory Alignment: Harmonizing environmental standards
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and regulations to prevent regulatory arbitrage and ensure a level playing
field.

* Promoting Transparency and Accountability: Increasing public
participation and stakeholder engagement in environmental decision-making
processes.

« Monitoring and Reporting: Improving data collection, monitoring
mechanisms, and reporting on environmental indicators to track progress and
identify areas for improvement.

2. Addressing Emerging Challenges
Anticipating and addressing emerging environmental challenges, such as
technological advancements, changing consumption patterns, and the impacts of
global pandemics, require adaptive and innovative approaches.®

3. Promoting Sustainable Development
Ultimately, promoting sustainable development in North America involves balancing
economic growth with environmental stewardship and social equity. Integrating
sustainability into trade policies and practices ensures that economic activities

contribute to long-term environmental resilience and human well-being.

The North American perspective on trade and environment reflects a dynamic interplay
between economic imperatives and environmental responsibilities. From the evolution of
NAFTA to the implementation of the USMCA, North American countries have made strides
in integrating environmental considerations into trade policies. Despite challenges and
criticisms, ongoing cooperation and policy initiatives demonstrate a commitment to addressing
shared environmental challenges and promoting sustainable development. Looking ahead,
strengthening governance frameworks, enhancing cooperation, and addressing emerging
environmental issues will be crucial to ensuring a resilient and sustainable future for North
America. By leveraging regional partnerships and innovative approaches, North American
countries can advance towards a more harmonious balance between trade and environmental

protection.

6 Frankel Frankel, Environmental Effects of International Trade.
https://www.government.se/contentassets/006470cc2f544bd793924f11cad8f068/environmental-effects-of-
international-trade.

Page | 3885


http://www.whiteblacklegal.co.in/

www.whiteblacklegal.co.in
Volume 3 Issue 2 | Aug 2025 ISSN: 2581-8503

European Union Approach
The European Union (EU) has been a trailblazer in integrating environmental considerations
into its trade policies, setting a precedent for regional cooperation and sustainable development.
This part explores the EU's approach to trade and environment from a regional perspective,

examining key policies, initiatives, challenges, and impacts on both regional and global scales’.

> Foundation of the EU's Environmental Policy

The EU's commitment to environmental protection is enshrined in its founding treaties,
which emphasize sustainable development as a guiding principle. The Treaty on
European Union (TEU) and the Treaty on the Functioning of the European Union (TFEU)
establish environmental protection as a shared competence between the EU and its
member states. This legal framework provides the basis for integrating environmental
considerations into various EU policies, including trade.

> Key Elements of the EU's Approach

1. Environmental Integration in Trade Agreements: The EU incorporates
environmental clauses into its trade agreements to ensure that environmental standards
are upheld across its trading partners. These clauses typically include commitments to
combat illegal logging, promote sustainable fisheries management, and uphold
international environmental agreements®.

2. EU Emissions Trading System (EU ETS): The EU ETS is the world's largest carbon
pricing mechanism, covering sectors responsible for around 40% of the EU's
greenhouse gas emissions. It incentivizes emissions reductions by requiring companies
to hold allowances for their emissions or purchase additional allowances as needed.
The system aims to promote cost-effective emissions reductions while supporting the
EU's climate goals.

3. Circular Economy Action Plan: The EU has adopted a Circular Economy Action
Plan to promote resource efficiency, waste reduction, and sustainable consumption and
production patterns. This includes measures to enhance recycling, reduce landfilling,

and promote eco-design principles in product manufacturing. The circular economy

" Aggestam F, Giurca A. The art of the “green” deal: policy pathways for the EU Forest Strategy. For Policy Econ.
2021;128:102456. doi: 10.1016/j.forpol.2021.102456

8 Barbier, EB., Burgess, JC. (2017). The Sustainable Development Goals and the systems approach to
sustainability. Economics:11(1).
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agenda aligns environmental objectives with economic growth and innovation®.

4. Regulation on Chemicals and Hazardous Substances: The EU has established
stringent regulations, such as the Registration, Evaluation, Authorization and
Restriction of Chemicals (REACH) Regulation, to manage the risks associated with
chemicals and hazardous substances. REACH requires companies to assess and
manage the risks posed by chemicals they manufacture and market in the EU, thereby

enhancing environmental and human health protection.

> Trade Agreements and Environmental Standards

1. Incorporation of Environmental Chapters: The EU includes comprehensive
environmental chapters in its trade agreements, which outline commitments to
uphold environmental standards and cooperate on environmental issues. For
example, the EU-South Korea Free Trade Agreement includes provisions on
sustainable forest management and the conservation of biodiversity.°

2. Sustainable Development Chapters: Many EU trade agreements also feature
sustainable development chapters that encompass environmental, social, and labor
considerations. These chapters aim to ensure that trade contributes positively to
sustainable development goals, promoting inclusive growth and environmental
protection.

3. Precautionary Principle and Regulatory Alignment: The EU upholds the
precautionary principle in its regulatory framework, which allows for preventive
action in the face of scientific uncertainty regarding potential risks to the
environment or human health. This principle influences EU policies on genetically
modified organisms (GMOQOs), pesticides, and other contentious issues in trade

negotiations.

> EU's Role in Global Environmental Governance

1. Climate Diplomacy and International Agreements: The EU plays a leading role

9 European Commission (2019). Communication from the commission to the European Parliament, the European
Council, the Council, the European Economic and Social Committee and the Committee of the Regions. The
European  Green Deal. COM/2019/640 final.  Accessed at:  https://eur-lex.europa.eu/legal-
content/EN/TXT/?qid=1588580774040&uri=CELEX%3A52019DC0640

10 Pcter H. Sand, "Whither CITES'? The Evolution of a Treaty Regime in the Borderland of Trade and
Environment”, European Journal ofInlernalional Law, 1997, p.29. 31 ibid., p.29.
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in global climate diplomacy, advocating for ambitious climate action and the
implementation of the Paris Agreement. Through its external policies and
development cooperation, the EU supports partner countries in enhancing their
climate resilience and transitioning to low-carbon economies.

Development Aid and Environmental Sustainability: The EU channels
development aid to support environmental sustainability in developing countries.
This includes funding projects on renewable energy, biodiversity conservation,
and sustainable agriculture, aiming to foster economic development while
protecting natural resources.

Promotion of Green Technologies and Innovation: The EU promotes green
technologies and innovation through research and development funding,
technology transfer initiatives, and support for eco-innovative businesses. These
efforts contribute to global efforts to address environmental challenges and

promote sustainable development.

> Challenges and Criticisms

1.

Implementation and Enforcement: Despite its ambitious environmental policies,
the EU faces challenges in implementing and enforcing regulations consistently
across member states. Variations in implementation can create disparities in
environmental performance and regulatory compliance.

Trade-offs Between Economic Growth and Environmental Protection:
Balancing economic growth with stringent environmental standards can be
challenging, particularly in sectors that are heavily reliant on natural resources or
energy-intensive processes. The EU seeks to mitigate these trade-offs through
innovation, green finance, and stakeholder engagement.

Complexity of Trade Negotiations: Negotiating trade agreements that satisfy
both economic and environmental objectives requires navigating complex trade-
offs and competing interests among EU member states, industry stakeholders, and

civil society organizations.

> Impacts of the EU's Approach

1.

Environmental Benefits: The EU's integrated approach to trade and environment

has contributed to improved environmental quality, reduced carbon emissions, and
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enhanced biodiversity conservation. Environmental clauses in trade agreements
help raise environmental standards globally, promoting sustainable practices
across supply chains.

2. Market Leadership in Sustainable Products: The EU's stringent environmental
regulations and consumer demand for sustainable products have positioned it as a
global leader in promoting eco-friendly technologies and practices. EU companies
benefit from access to markets that prioritize environmental and social
sustainability.

3. Influence on Global Standards: By setting high environmental standards and
incorporating them into trade agreements, the EU influences global norms and
standards for sustainable development. Partner countries are encouraged to align
their policies with EU regulations to access the EU market and enhance their

environmental credentials.

The European Union's approach to trade and environment exemplifies a proactive stance
towards integrating environmental considerations into its policies and agreements. Through
stringent regulations, comprehensive trade agreements, and ambitious climate diplomacy, the
EU seeks to balance economic growth with environmental protection while promoting global

sustainability goals.

Looking ahead, addressing challenges such as implementation consistency, balancing trade-
offs, and advancing global environmental governance will be crucial for enhancing the EU's
effectiveness in promoting sustainable development. By leveraging its market influence,
technological innovation, and commitment to multilateral cooperation, the EU can continue to
lead efforts towards a more resilient, inclusive, and environmentally sustainable global

economy.

Developing Countries and Trade-Environment Nexus
Developing countries play a pivotal role in the global trade landscape, often balancing
economic development aspirations with environmental sustainability challenges. The trade-
environment nexus in developing countries is complex, influenced by factors such as resource
dependency, regulatory capacity, international trade dynamics, and socio-economic priorities.

This partexplores regional perspectives on the trade-environment nexus in developing
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countries, examining key challenges, policy responses, and opportunities for sustainable
development.
> Challenges Faced by Developing Countries
1. Resource Dependency and Extraction
Many developing countries rely heavily on natural resources such as minerals,
forestry products, and agricultural commodities for economic growth and export
revenues. Resource extraction often leads to environmental degradation, including
deforestation, soil erosion, and biodiversity loss. Balancing economic benefits with
environmental sustainability remains a significant challenge.
2. Environmental Regulations and Capacity
Developing countries may face challenges in implementing and enforcing robust
environmental regulations due to limited institutional capacity, technical expertise,
and financial resources. Weak regulatory frameworks can lead to inadequate
environmental protection measures, affecting ecosystems, public health, and
sustainable development goals.
3. Trade Imbalances and Vulnerabilities
International trade dynamics can expose developing countries to vulnerabilities,
including price fluctuations, market access barriers, and dependence on primary
commodity exports. These vulnerabilities can hinder economic diversification and

sustainable development efforts, impacting environmental management practices.

Regional Perspectives on Trade and Environment
1. Latin America and the Caribbean

Environmental Challenges: Latin American and Caribbean countries face
environmental issues such as deforestation in the Amazon rainforest, biodiversity
conservation, and water resource management. Agriculture, mining, and energy sectors
play significant roles in the regional economy, influencing land-use patterns and natural
resource exploitation.

Policy Responses: Regional initiatives include promoting sustainable agriculture
practices, biodiversity conservation programs, and renewable energy projects.
Countries collaborate through organizations like the Amazon Cooperation Treaty

Organization (ACTO) to address transboundary environmental challenges.
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2. Sub-Saharan Africa

Environmental Challenges: Sub-Saharan Africa confronts challenges such as land

degradation, desertification, water scarcity, and wildlife conservation. The region's
economy is largely based on agriculture, mining, and oil extraction, which can have
significant environmental impacts, including habitat destruction and pollution.

Policy Responses: African countries prioritize sustainable development through
initiatives like the African Union's Agenda 2063 and the Great Green Wall initiative.
Efforts focus on sustainable land management, renewable energy expansion, and
enhancing resilience to climate change impacts.

3. Asia-Pacific

Environmental Challenges: The Asia-Pacific region faces diverse environmental issues,
including air and water pollution, deforestation, marine degradation, and climate
change impacts. Rapid industrialization, urbanization, and agriculture intensification
contribute to environmental pressures, affecting ecosystems and public health.

Policy Responses: Countries in the Asia-Pacific region promote regional cooperation
through platforms like the Asia-Pacific Economic Cooperation (APEC) forum and the
Association of Southeast Asian Nations (ASEAN). Initiatives focus on pollution

control, sustainable urban development, and promoting green technologies.

> Policy Responses and Sustainable Development Strategies

1. Integration of Trade and Environmental Policies
Developing countries are increasingly integrating trade and environmental policies to
promote sustainable development. Strategies include:

« Green Growth Strategies: Promoting economic growth while reducing
environmental impact through sustainable practices and technologies.

« Environmental Impact Assessments (EIAs): Evaluating potential
environmental effects of trade policies, projects, and investments to mitigate
risks.

« Trade-related Capacity Building: Enhancing institutional capacity, technical
expertise, and regulatory frameworks to improve environmental governance.

2. Support for Sustainable Practices
International cooperation and development assistance play crucial roles in supporting

developing countries' transition to sustainable practices:
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« Technology Transfer: Facilitating access to environmentally sound
technologies and innovations to enhance productivity and reduce
environmental footprint.

 Financial Assistance: Providing grants, loans, and investments for green
infrastructure projects, renewable energy development, and natural resource
management.

» Knowledge Sharing: Promoting best practices, research collaboration, and
capacity-building initiatives to strengthen environmental management
capabilities.

3. Addressing Climate Change and Resilience
Developing countries prioritize climate change adaptation and resilience-building
efforts to address environmental vulnerabilities!:

« Climate Mitigation Measures: Implementing policies to reduce greenhouse gas
emissions, promote energy efficiency, and transition to renewable energy
sources.

 Adaptation Strategies: Developing climate-resilient infrastructure, improving
water resource management, and enhancing agricultural practices to cope
with climate impacts.

» Opportunities for Sustainable Development

4. Sustainable Agriculture and Biodiversity Conservation
Investing in sustainable agriculture practices, including organic farming,
agroforestry, and soil conservation, enhances food security and ecosystem resilience.
Biodiversity conservation efforts protect critical habitats and support ecotourism
initiatives, contributing to local livelihoods and economic diversification®?.

5. Renewable Energy Transition
Expanding access to clean and affordable energy through investments in renewable
sources such as solar, wind, and hydroelectric power reduces reliance on fossil fuels
and mitigates environmental impacts. Renewable energy projects create employment
opportunities and promote inclusive economic growth.

6. Green Infrastructure Investments

11 For a general reading on the origin, features and development of CITES, see John Hutton and Barnabas
Dickson, ed., Endangeead Species, Threatened Convention: The Past, Present and Future of CITES (London:
Earlhscan Publications Ltd., 2000).

12 Cifuentes-Faura, J. (2021). Circular Economy and Sustainability as a Basis for Economic Recovery Post-
COVID-19. Circular Economy and Sustainability, 1-7. 10.1007/s43615-021-00065-6
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Developing green infrastructure, including sustainable transportation systems, green
buildings, and waste management facilities, improves urban resilience and reduces
environmental pollution. Smart city initiatives and green technology adoption
contribute to sustainable urban development and quality of life improvements.
The trade-environment nexus in developing countries presents complex challenges and
opportunities for sustainable development. Regional perspectives from Latin America and the
Caribbean, Sub-Saharan Africa, and the Asia-Pacific highlight diverse environmental issues,
policy responses, and strategies for integrating trade and environmental goals. By promoting
policy coherence, supporting sustainable practices, and enhancing resilience to climate
impacts, developing countries can achieve economic growth while safeguarding environmental
resources. International cooperation, technology transfer, and capacity-building initiatives are
crucial for advancing sustainable development goals and ensuring a prosperous future for all
regions. As global trade evolves, addressing the trade-environment nexus remains essential for

achieving inclusive and environmentally sustainable development in developing countries.

Conclusion
Despite regional disparities, the trade-environment relationship faces the same difficulty:
striking a balance between environmental sustainability and economic growth. Although North
America has made progress by including environmental clauses in trade agreements, issues
with implementation remain. With its strict laws and global clout, the EU is a global leader in
promoting sustainability. Developing nations have the potential for sustainable growth through
green technologies and international cooperation, albeit being limited by institutional ability
and resource dependency. In the end, achieving sustainable development necessitates
coordinated international efforts, creative policy frameworks, and comprehensive trading

systems that place equal emphasis on economic prosperity and ecological integrity.
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