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Abstract
This study traces the evolution of the World Trade Organization (WTO) negotiations on liberalis-
ing trade in Environmental Goods and Services (EGS). It explores the challenges and opportunities  
faced by Commonwealth small states and countries in Sub-Saharan Africa (SSA) in participating 
in EGS discussions. Small states and SSA countries have been primarily absent from the multilat-
eral discussions on EGS for reasons that include insufficient trade-related interests in environmen-
tal goods. Notwithstanding, these countries should partake in these discussions especially amid 
the changing economic and trading landscape of the 21st century and concomitant changes in the 
environment. International trade is not as it was in 2001 when these negotiations began and like-
wise environmental concerns like climate change now pose an existential threat to mankind. The 
study begins by mapping the progression of the EGS negotiations at the WTO including attempts 
at establishing a plurilateral environment goods agreement. Thereafter, the paper analyses the 
trade-related interests of Commonwealth small states and SSA countries in EGS. The challenges 
and opportunities they face in participating in negotiations on liberalising trade in EGS are then 
highlighted. The paper concludes by identifying the priorities that these countries might consider 
should they decide to participate in the WTO EGS discussions.
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1. Introduction

The protection and preservation of the envi-
ronment is a key part of the multilateral trade 
objectives, as enshrined in the Preamble of the 
Marrakesh Agreement that laid the foundations 
of the World Trade Organization (WTO). To 
demonstrate the importance of protecting and 
preserving the environment, the Uruguay Round 
of Multilateral Trade Negotiations adopted two 
decisions on the environment as part of the 
WTO agreements: (a) the Decision on Trade 
and the Environment; and (b) the Decision 
on Trade in Services and the Environment. In 
addition, under the WTO, members can adopt 
trade-related measures that help protect and 
preserve the environment, subject to certain 
specific conditions that safeguard against the 
use of environmental measures as a disguised 
form of trade restriction (GATT Articles XI 
and XX).1 In this regard, the exceptions help to 
ensure that members adopt regulatory measures 
that assist them in achieving legitimate policy 
objectives, such as the protection of human, ani-
mal or plant life and health.

Trade in environmental goods and services 
(EGS) can help countries realise their envi-
ronmental and climate protection objectives, 
such as controlling air pollution, managing 
waste, monitoring the quality of the environ-
ment, treating wastewater, producing clean and 
renewable energy, reducing noise pollution, 
etc. This demonstrates the direct link between 
EGS and the achievement of the Sustainable 
Development Goals (SDGs), as trade in EGS 
can help countries advance their commitments 
under the Paris Agreement on Climate Change 
and other multilateral environment agreements 
(MEAs).

Recognition of the role that trade in EGS 
can play in realising environmental and climate 
objectives has contributed to the mainstream-
ing of liberalising trade in EGS in WTO negotia-
tions since the launch of the Doha Development 
Round (DDR) in 2001. Paragraph 31(III) of the 
Doha Ministerial Declaration called for nego-
tiations on ‘the reduction, or as appropriate, 
elimination of tariff and non-tariff barriers 
to environmental goods and services’ (WTO 
2001). The removal of barriers to trade in EGS 
provides a channel for trade policy to sup-
port wider environmental goals. This is partly 

because liberalising trade in EGS can facilitate 
greater access to equipment and technologies to 
mitigate the adverse effects of climate change, 
help in improving energy efficiency, and fur-
ther support the transition to more sustainable, 
green economies.

Despite this shared understanding and a 
willingness on the part of some WTO mem-
bers to negotiate on liberalising EGS, reaching 
consensus multilaterally has proved difficult. 
EGS remains a complex area of multilateral 
negotiation, both conceptually and in terms of 
the issues at stake (Cottier and Baracol Pinhao 
2009). WTO members are at odds on what 
exactly constitutes an environmental good or 
service and the interests of developed and devel-
oping countries digress, making it difficult for 
both groups of countries to come together at 
the negotiating table. So far, EGS negotiations 
have been spearheaded by developed countries, 
who are both producers and exporters of EGS 
and are poised to gain significantly from liber-
alisation. Developing countries remain largely 
uninterested in these negotiations. Many devel-
oping countries, and especially small states and 
countries in sub-Saharan African (SSA) , are not 
major exporters of environmental goods. This 
lack of export interest, though not common to 
all developing countries, has been cited as one of 
the more obvious reasons for their lack of inter-
est in these negotiations. However, the issue is 
not as clear cut. The rationale for developing 
countries’ indifference to the negotiations goes 
beyond the mere lack of export interests. Rather, 
it is partly influenced by the limited scope of 
the current negotiations that cover only tariffs 
on environmental goods, while not address-
ing non-tariff barriers and the liberalisation of 
environmentally related services (Wu 2014). In 
addition, there have been no detailed studies on 
how developing countries might benefit from 
liberalising EGS and the likely implications for 
them if they decide against doing so.

The growth in goods and services trade glob-
ally has, however, created a complex relation-
ship between rising production, consumption 
and job creation, and concomitant changes in 
the environment. Such changes include, among 
others, declining biodiversity, rapid climate 
change, increasing water scarcity and pollution, 
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and greater pressure on finite raw materials. 
This has made it imperative to address the 
nexus between international trade and envi-
ronmental sustainability and to explore ways 
in which negotiations on EGS can contribute 
to delivering a triple win for trade, the environ-
ment and sustainable development. Moreover, 
ensuring that trade supports the environment is 
crucial for a green recovery and ‘building back 
better’ post-COVID 19. This has contributed 
to reigniting EGS negotiations as part of the 
new Trade and Environmental Sustainability 
Structured Discussions (TESSD), launched in 
November 2020. While the TESSD complement 
the ongoing work of the WTO’s Committee on 
Trade and Environment (CTE), it is expected to 
provide a new lease of life to ESG discussions.

Against this backdrop, this International 
Trade Working Paper (ITWP) maps the devel-
opments on the discussions on liberalising EGS 
at the WTO and critically assesses the chal-
lenges and opportunities for Commonwealth 
small states and countries in SSA in liberalis-
ing trade in EGS. The paper first highlights the 
evolution of the EGS negotiations at the WTO, 
before analysing the trade-related interests of 
Commonwealth small states and SSA coun-
tries. Thereafter, it examines the challenges 
and opportunities they face in participating in 
negotiations on liberalising trade in EGS. The 
paper concludes by identifying priorities that 
these countries can consider if they decide to 
participate in the WTO EGS discussions.

2. Liberalising trade in environmental goods and 
services

Multilateral negotiations aimed at removing 
barriers to trade in EGS began in 2001, follow-
ing the launch of the DDR. Paragraphs 31–33 of 
the Doha Declaration explicitly mention envi-
ronmental issues in the context of multilateral 
trade negotiations. Ministers agreed to launch 
negotiations on the link between WTO rules 
and specific trade obligations set out in MEAs, 
with the view to: (a) determine how WTO rules 
apply to members that are parties to environ-
mental agreements; and (b) clarify the relation-
ship between trade measures adopted under 
MEAs and WTO rules. Ministers also agreed 
to negotiate procedures for regular information 
exchange between MEAs and the WTO. In addi-
tion, ministers agreed to negotiate on reducing 
or eliminating tariff and non-tariff barriers to 
EGS and to develop disciplines on fisheries 
subsidies (Paragraph 31 (iii)).2 Environmental 
issues were also covered in other negotiat-
ing areas of the Doha Round, such as agricul-
ture (Doha Declaration Paragraphs 13–14). 
Furthermore, ministers instructed the CTE to 
work on several areas related to trade and the 
environment, such as the effect of environmen-
tal measures on market access, particularly 
for developing countries, measures to ensure 
that trade liberalisation benefits the environ-
ment and development, and the need to take 

into consideration the importance of techni-
cal assistance and capacity building for devel-
oping countries in the area of trade and the 
environment.

In recognition of the urgent need to address 
climate change and the role that trade in EGS 
could play, especially in enabling access to 
cheaper technologies and equipment to miti-
gate environmental harm, there was a lot at 
stake in the negotiations on liberalising trade in 
EGS, and an early conclusion to the talks was 
anticipated. However, like many other issues on 
the Doha Agenda, EGS turned out to be a stick-
ing point at the WTO. More than a decade of 
multilateral talks on this issue failed to deliver 
an agreement. To date, the negotiations are at a 
standstill, as members cannot agree on, among 
other things, what constitutes an environmen-
tal good or service, as well as the modality for 
tariff liberalisation (Wu 2014; Bacchus and 
Manak 2021). Despite the clear link between 
environmental goods and environmental ser-
vices, discussions have focused largely on the 
former, partly because of the different modes of 
trading goods and services and the complexity 
in identifying barriers to environmental ser-
vices trade (Bucher et al. 2014). Environmental 
services remain a sensitive issue, despite their 
relevance in the prevention and mitigation of 
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environmental damage. In a similar vein, the 
elimination of non-tariff measures that hinder 
trade in environmental goods has not received 
much attention. We discuss below the evolution 
of the WTO discussions on EGS, highlighting 
the complexities involved.

2.1 Multilateral discussions on 
environmental goods

There is no clearly defined environmental goods 
sector and developing a consensus on iden-
tifying and classifying environmental goods 
proved challenging for WTO negotiators. 
Instead, environmental goods can be found in a 
wide array of classifications of industrial goods 
and are often difficult to single out. In addition, 
the classification frequently considers stages of 
the life cycle of a good to determine its envi-
ronmentally beneficial characteristics, specifi-
cally focusing on whether: (a) it is produced in 
a manner that has less environmental damage/
harm; (b) it is used in a way that benefits the 
environment; and (c) it contributes to mitigat-
ing damage to the environment (Bucher et al. 
2014). Despite these complexities of defining 
environmental goods, WTO members have 
identified at least two general categories of 
goods as potential candidates for liberalisation:

1. goods used for environmental manage-
ment (that is, prevention and mitigation 
of environmental damage, for example, oil 
spill remediation equipment); and

2. environmentally preferable products 
(EPPs) (that is, goods whose production, 
end use or disposal are not harmful to the 
environment or have positive environ-
mental characteristics relative to similar 
substitute goods (for example, using bio-
degradable materials).

However, this WTO categorisation of environ-
mental goods presents several challenges. Some 
goods that fall into the first category, despite 
being environmental, could also have multiple 
end uses/dual uses. For example, a pump used to 
treat wastewater can also be used for non-envi-
ronmental purposes. In addition, products with 
multiple end uses are ill-suited for the current 
tariff classification system or the Harmonized 
System (HS) used by customs authorities (see 
Box 2.1). While this can be partially addressed, 
significant implementation costs would be 
incurred, especially by developing countries.

The second category of goods also raises its 
own set of unique challenges. Some EPPs have 
other conventional products as substitutes and, 

International Trade Working Paper 2022/02 7

Box 2.1. The Harmonized System (HS) nomenclature and liberalising trade in 
environmental goods

The HS nomenclature is a six-digit international coding system used by customs authorities to classify goods, 
identify their origin, and determine their eligibility for exemption from tariffs and other trade taxes. The system 
was adopted in 1988 and now has 157 contracting parties who have based their domestic customs tariffs 
on the HS. Non-parties to the HS Convention have also relied on the HS system, resulting in more than 
200 countries actively using the HS to date. The near-universal usage of the HS has made it the ‘language 
of international trade’, used to inform trade policies, gather trade statistics and undertake general economic 
research. The six digits of the HS are broken down into three parts. The first two digits (HS-2) identify the 
chapter the goods are classified in, e.g., 09 = Coffee, Tea, Maté and Spices. The next two digits (HS-4) identify 
groupings within that chapter, e.g., 09.02 = Tea, whether flavoured or not. The next two digits (HS-6) are even 
more specific, e.g., 09.02.10 Green tea (not fermented).

The HS nomenclature comprises over 5,000 product categories; however, none of these categories are 
specific to environmental goods. In fact, the HS system has not adapted to the new sustainability trends that 
call for greater environmental protection. While the HS is not static and can be updated to respond to the needs 
of the environment, doing so will result in significant implementation costs. As the International Federation of 
Customs Brokers Association (IFCBA) reported, ‘A single change to the HS can result in thousands of changes to 
product databases, especially for customs brokers with hundreds of clients importing a wide variety of products’ 
(IFCBA 2018). A change in just one tariff item could result in an average of three to four new tariff items or could 
be expanded to as many as ten new tariff items. This adjustment cost, which would sometimes require manual 
updating of domestic tariff systems/product databases, has served as a deterrent to updating the HS codes. 
However, the 2017 update of the HS nomenclature to include distinctions that are environmentally related – for 
example, in distinguishing between LED light bulbs and incandescent bulbs – is a positive step and could help 
further the agenda of the Environmental Goods Agreement (de Melo and Solleder 2019)

Source: UNCTADstat



in certain instances, the substitute products are 
relatively cleaner and more efficient. This there-
fore raises the issue of how to address com-
parison between ‘like products’. Designating 
EPPs as a category of environmental goods also 
creates scope for discrimination based on pro-
cesses and production methods (PPMs). While 
the WTO permits its members to set criteria 
for the way products are produced, especially 
if production methods leave a trace in the final 
product (e.g., cotton grown using pesticides 
leaves a trace of pesticides in the final product), 
this could potentially be a gateway for protec-
tionism.3 Moreover, goods produced in envi-
ronmentally friendly ways are not a distinct 
category in the HS nomenclature, making it 
even more difficult to commit to removing tar-
iffs on such goods.

These concerns have fed into the uncertainty 
related to the correct approach for tariff lib-
eralisation. Developed countries have cham-
pioned a ‘list approach’, whereas developing 
countries have favoured an integrated/envi-
ronmental project approach. The list approach, 
which simply involves compiling a list of prod-
ucts to be exempted from tariffs, is one driven 
mainly by the export interests/comparative 
advantages of industrialised countries in envi-
ronmental goods. It seeks to combine pre-
existing lists of environmental products, like 
the Organisation for Economic Co-operation 
and Development (OECD) and Asia-Pacific 
Economic Cooperation (APEC) lists, which 
have provided a key reference point in these 
negotiations. The OECD list contains more than 
200 environmental products and emerged from 
the need to establish a deeper understanding 
of the environmental sector. The APEC list, on 
the other hand, was specifically crafted with the 
aim of reducing tariffs on environmental goods 
and contains only 54 products. The shorter list 
of products prepared by APEC was created, 
in part, as a consequence of many of the same 
issues raised in the paragraph above (dual use, 
like products etc.). Of foremost importance was 
ensuring that the goods on the list could be eas-
ily distinguished by customs agents and treated 
differently for tariff purposes (EC, 2016). WTO 
members have also relied on other environmen-
tal goods lists, such as the submission made by 
the Friends of Environmental Goods. This list 
informed a proposal made by the European 
Union and the United States, which included a 
subset (43 products) of the 153 products on the 

Friends of Environmental Goods list. These and 
other submissions have resulted in a combined 
WTO list of 411 products, which was drafted in 
2010 (ibid.).

Despite being the preferred approach, the list 
approach fails to address non-tariff barriers and 
does not establish a systematic link between 
the negotiations on environmental goods 
and negotiations on environmental services, 
as intended by the Doha paragraph 31(III) 
mandate. To remedy these issues, developing 
countries proposed marrying tariff reduction 
in environmental goods with enhanced mar-
ket access in environmental services, through 
what is termed the Environmental Project 
Approach (EPA) or Integrated Approach.4 
This approach to tariff liberalisation dictates 
that once an environmental project that meets 
certain criteria as set by a designated national 
authority or the WTO’s Committee on Trade 
and Environment in Special Sessions (CTESS) 
is approved, the goods and services included in 
the project would qualify for exemption from 
tariffs for the duration of the project. The pro-
posal further suggested that CTESS identifies 
categories of environmental projects, such as 
air pollution control or solid waste manage-
ment, and include in each category the rel-
evant list of environmental goods (Cottier and 
Barcol Pinhao 2009). This was necessary to 
obtain multilateral consensus on environmen-
tal projects and would also incorporate the list 
approach. However, developed country mem-
bers rejected the proposal on the basis that it 
was not compatible with WTO rules, and that 
the projects were only temporary in nature; that 
is, the proposal limited the reduction in tariffs 
and non-tariff barriers only for the duration of 
the projects (Ibid.).

The lack of consensus on this issue partly 
contributed to the breakdown of the multi-
lateral approach to discussing environmental 
goods and the subsequent adoption of a pluri-
lateral approach in pursuit of an Environmental 
Goods Agreement, discussed later.

2.2 Multilateral discussions on 
environmental services

Removing barriers to trade in environmen-
tal services has been largely overshadowed 
by efforts to liberalise trade in environmental  
goods, notwithstanding evidence that 
both are complementary and interrelated. 
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Environmental services are crucial to the oper-
ation and proper functioning of environmental 
equipment and technologies and are therefore 
not mutually exclusive. For example, a geother-
mal plant requires professional expertise and 
skilled labour to setup and start operations. 
Services also account for more than 60 per 
cent of the environmental industry as a whole 
and should not be left behind in discussions 
to liberalise trade for the good of the environ-
ment (Bucher et.al 2014). Moreover, paragraph 
31(III) of the Doha Declaration explicitly calls 
for the liberalisation of environmental ser-
vices. The limited response to liberalising trade 
in environmental services at the WTO stems 
from, among other reasons, the unavailabil-
ity of data on services trade more generally 
and environmental services specifically. This, 
coupled with the reality that environmental 
services have traditionally been provided by 
public entities and municipalities, has made 
the discussion on environmental services even 
more sensitive politically.5 Notwithstanding, 
some 52 WTO members (counting the EU-27 
as one), including both developed and devel-
oping countries, have made modest commit-
ments to liberalising trade in services related to 
the environment. Only eight Commonwealth 
small states and SSA countries made commit-
ments in at least one environmental subsector 
under the WTO General Agreement on Trade 
in Services (GATS) (see Table 2.1). The nego-
tiations on environmental services form part 
of the wider discussion on services trade and 
are being undertaken in the Special Sessions of 
the Council for Trade in Services. Many of the 

same issues that surfaced in the negotiations 
on environmental goods have emerged in these 
negotiations, including the scope of environ-
mental services, which has been a stumbling 
block to liberalisation.

Despite having the flexibility to adapt 
their own classification systems for environ-
mental services, WTO members have taken 
such services to mean the activities covered 
under division 94 of the UN Central Product 
Classification System (CPC), as well as the 
WTO’s sectoral classification list (W/120). 
Division 94 of the CPC (version 2.1) regards 
environmental services as activities like waste-
water treatment, collection and management 
of hazardous and non-hazardous waste, reme-
diation services, sanitation services, and other 
environmental protection services. While these 
are core environmental services, the CPC does 
not cover the full gamut of environmental and 
environmentally related services. It remains 
limited to infrastructure services, while negat-
ing non-infrastructure services like air pol-
lution control. On the other hand, the WTO’s 
W/120 list contains an even narrower range 
of services. The list was drafted in 1991 for the 
purpose of negotiating GATS and is based on 
an earlier version of the CPC (i.e., the provi-
sional CPC). As such, ‘it reflects the traditional 
view of environmental services as largely public 
infrastructure services supplied to the general 
community and focuses mainly on waste man-
agement and pollution control’ (OECD 2006).

The environmental services sector has, how-
ever, evolved and matured with time, warrant-
ing the need to expand the current classification 

Table 2.1. Schedules of Commonwealth small states and SSA WTO members 
with specific commitments on environmental services

Country Sewage 
services

Refuse disposal 
services

Sanitation and 
similar services

Other Total

The Gambia √ √ 2

Lesotho √ √ √ √ 4

Rwanda √ 1

Samoa √ √ √ √ 4

Seychelles √ √ √ 3

Sierra Leone √ √ √ √ 4

Tonga √ √ √ √ 4

Vanuatu √ √ √ 3

Total 7 6 7 5 25

Source: Author’s calculations from the I-TIP Services databases
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and redefine environmental services. A range of 
integrated services like consulting, engineering 
and construction are necessary components of 
environmental projects and could potentially 
be classified as environmental services/envi-
ronmentally related services. WTO members 
have voiced these concerns and have submitted 
proposals for a revised classification, including 
the hotly debated EU proposal, S/CSS/W/38 
(see Box 2.2). However, no agreement has been 
reached to date on a way forward.

Addressing restrictions on the supply of envi-
ronmental services remains a crucial bottleneck 

to liberalising trade in these services. Currently, 
trade in environmental services takes place pri-
marily through the establishment of a commercial 
presence (Mode 3) and the temporary movement 
of natural persons (Mode 4). However, it need 
not be limited to these modes of supply, as the 
provision of environmental services through 
other modes, including Mode 5,6 are becoming 
increasingly possible. The cross-border supply 
(Mode 1) of some environmental services is now 
technically feasible due to advances in informa-
tion and communication technologies, hastened 
by the COVID-19 pandemic (WTO 2021).

3. A plurilateral approach: the Environmental Goods 
Agreement

Amid the failed attempt to conclude a multi-
lateral agreement on EGS, a group of 14 WTO 
members (now extended to 18)7 embarked on 
negotiating a plurilateral Environmental Goods 
Agreement (EGA). Plurilateral agreements 
involve a subset of WTO members with com-
mon interests and have been used as a means 
of reaching consensus, as with, for example, the 
agreements on information technology goods 
and government procurement (WU, 2014). 
Plurilateral initiatives are proliferating as coun-
tries seek to overcome the multilateral impasse, 
especially on emerging issues. Moreover, as 
the benefits of plurilateral agreements can be 
extended on a most-favoured nation (MFN) 
basis to non-parties, without the need to make 

concessions, these agreements have become 
more tolerated (ibid, 2014).8

The negotiations on the EGA began in 2014 
and were intended to ‘ride the wave’ of previ-
ous success by the APEC group to liberalise 
environmental goods at the regional level. The 
group had agreed in 2012 to reduce applied tar-
iffs to 5 per cent or less on all 54 products on 
the APEC list of environmental goods by 2015. 
This provided impetus for WTO members, par-
ticularly developed countries, to pursue further 
liberalisation of environmental goods vis-à-vis 
the list approach. The EGA was, however, far 
more ambitious, as the intention was to expand 
the product coverage, as well as eliminating 
tariffs on all environmental goods, rather than 

Box 2.2. EU’s proposal to expand the environmental services classification list

In 2000, the EU proposed the creation of seven ‘core’ categories of ‘pure’ environmental services and seven 
‘clusters’/categories of ‘environmentally related’ services (i.e., those services with an environmental end use). 
The EU’s seven ‘core’ categories of ‘pure’ environmental services are:

1. Water for human use and wastewater management

2. Solid/hazardous waste management

3. Protection of ambient air and climate

4. Remediation and clean-up of soil and water

5. Noise and vibration abatement

6. Protection of biodiversity and landscape

7. Other environmental and ancillary services

These services sectors have been subsequently captured in the EU’s Taxonomy Report of 2020 and its 
supplementary technical annex.

Sources: WTO (2000); European Commission (2020)

10 Liberalisation of Trade in EGS



simply reducing tariffs as APEC countries did. 
Nonetheless, the scope of the discussion was 
limited to eliminating tariff barriers on envi-
ronmental goods and excluded non-tariff bar-
riers and discussions on liberalising trade in 
environmental services. The 18 parties to the 
EGA represent 46 WTO members and account 
for almost 90 per cent of global trade in envi-
ronmental goods (de Melo and Solleder 2019; 
Bacchus and Manak 2021). Except for China 
and Costa Rica, all those involved are devel-
oped country members, while only Australia, 
Canada, Malta (as part of the EU,) New Zealand, 
Singapore and the UK are Commonwealth 
member countries. Commonwealth develop-
ing countries, including SSA countries and 
small states, are noticeably absent from the 
negotiations.

3.1 The breakdown in the EGA

While the plurilateral piecemeal approach to the 
negotiations was meant to speed up the process, 
they stalled in 2016. Among the reasons cited 
for the breakdown in the negotiations was dis-
agreement over what products to include on the 
expanded list. Some members wanted to include 
goods that made up a substantial portion of their 
exports, while excluding goods with high tariffs. 
China’s proposal to include bicycles on the list of 
environmental products was one such example. 
Despite the use of bicycles being environmentally 

preferable, as they emit no greenhouse gases, this 
proposal was highly controversial. The EU and 
the US opposed the inclusion of bicycles out of 
fear that China’s overcapacity in bicycle produc-
tion would lead to an influx of Chinese bicycles to 
their markets. At the same time, China was seen 
as only concerned with securing greater market 
access for its exports. As Bacchus and Manak 
(2021) argue, China is a leader in the export of 
environmental technologies, but its demand for 
the same technologies is relatively low, as it has 
failed to adequately enforce its domestic environ-
mental policies. In the eyes of other members, 
China lacked ambition in the EGA negotiations 
and was accused of ‘sitting on the side-lines’ (de 
Melo and Solleder 2019; Bacchus and Manak, 
2021).

Another issue that surfaced was how to 
address free riding. In fact, the issue of free 
riding has been posited as a major reason why 
developing countries have not participated in 
these talks (ibid.). The parties to the agreement 
had indicated in the initial stages their intent to 
extend the benefits to non-participating coun-
tries on an MFN basis once a critical mass was 
reached. However, this did not augur well for 
some countries. The question of fairness has 
been touted throughout the discussion, with 
countries like China suggesting that the agree-
ment should not enter into force until coun-
tries accounting for 90 per cent of world trade 
become parties to the agreement.

4. Commonwealth small states and SSA trade in 
environmental goods and services

For Commonwealth small states and SSA 
countries to consider participating in the WTO 
discussions on liberalising trade in EGS, it is 
necessary for them to have a better understand-
ing of the implications of such liberalisation. As 
discussed above, these countries have not dem-
onstrated strong interest in participating in the 
WTO discussions to date. They feel that they do 
not have a sizable stake in the export of EGS.

4.1 Commonwealth developing 
countries’ trade in environmental goods

Have the trade interests of Commonwealth 
SSA countries and small states in relation to 

environmental goods changed since the col-
lapse of multilateral discussions on EGS? 
Evidence suggests that most of these countries 
still have no significant export-related interest 
in the liberalisation of environmental goods. As 
countries use different categories to collect data 
on environmental goods (Bucher et al. 2014),9 
and as there is no agreed list of environmental 
goods, we used the six-digit HS codes forming 
the Combined List of Environmental Goods 
(CLEG), developed by Sauvage (2014), to assess 
Commonwealth SSA countries’ and small 
states’ trade in some environmental goods.10 
Table 4.1 is based on the best available data 
and allows for an approximation of exports by 
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Table 4.1. Commonwealth countries exports of environmental goods (2019)

2019 Exports (US$ million)

Countries Total Environmental 
goods

Share of environmental 
goods in total trade (%)

Developed

Australia 266,377.23 3,734.74 1.40

Canada 409,826.09 22,625.40 5.52

Cyprus 1,456.47 8.24 0.57

Malta 4,142.92 148.73 3.59

New Zealand 38,185.21 702.80 1.84

United Kingdom 464,065.92 41,278.37 8.89

Developing

Brunei Darussalam 7,039.08 75.37 1.07

Ghana 16,768.28 27.73 0.17

India 323,250.73 17,726.30 5.48

Kenya 5,836.26 128.95 2.21

Malaysia 238,088.65 18,850.08 7.92

Nigeria 53,617.81 27.73 0.05

Pakistan 23,268.39 83.61 0.36

Singapore 390,331.76 27,752.07 7.11

South Africa 87,142.22 3,904.62 4.48

Sri Lanka 11,763.54 522.90 4.45

LDCs

The Gambia 7.23 0.15 2.07

Malawi 912.83 6.80 0.75

Mozambique 4,722.31 20.10 0.43

Rwanda 780.81 5.78 0.74

Zambia 6,817.75 34.19 0.50

Small states

Antigua and Barbuda 2.56 0.12 4.65

Barbados 444.09 18.64 4.20

Belize 205.99 0.00 0.00

Botswana 5,235.47 14.35 0.27

Eswatini 2,001.64 6.78 0.34

Fiji 1,032.91 14.94 1.45

Grenada 31.99 0.35 1.10

Guyana 1,497.58 0.19 0.01

Jamaica 1,536.06 2.68 0.17

Mauritius 1,876.37 12.49 0.67

Namibia 3,677.35 11.16 0.30

Samoa 49.27 0.25 0.50

Seychelles 426.31 2.24 0.53

Saint Lucia 97.26 2.10 2.16

St Vincent and the 
Grenadines

38.16 0.91 2.39

Commonwealth Total 2,372,554 137,751 5.80

Source: Author’s calculations using World Integrated Trade Solution (WITS) data
Note: The data uses CLEG classification of environmental goods. No data were available for 

Cameroon, Lesotho, Sierra Leone, Uganda, Tanzania, Bangladesh, Maldives, Dominica, 
St Kitts and Nevis, Trinidad and Tobago, Kiribati, Nauru, Papua New Guinea, Solomon Islands, 
Tonga, Tuvalu, and Vanuatu.
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Commonwealth small states and SSA countries 
in environmental goods and their export inter-
ests in these goods (see also Annex 1). The table 
shows that Commonwealth small states are 
relatively insignificant players in the export of 
environmental goods, with their shares of these 
exports all below the Commonwealth average. 
The same is true for Commonwealth SSA coun-
tries; only South Africa recorded about a 4.5 
per cent share of total exports.

Among small island developing states, only 
Barbados might have an export interest in envi-
ronmental goods, given that exports of these 
goods were worth US$18.6 million in 2019, 
contributing about 4.5 per cent of the country’s 
total exports. When considering trade flows 
for individual environmental goods categories, 
Singapore’s exports are dominated by a single 
category – renewable energy plants/technolo-
gies (Annex 1).

Instead, most Commonwealth small states and 
SSA countries are significant importers of envi-
ronmental goods. Table 4.2 shows that, except 
for Botswana and Namibia, all Commonwealth 
small states and SSA countries have shares of 
imports of environmental goods exceeding 5 
per cent, with shares above the Commonwealth 
average for Antigua and Bermuda, The Gambia, 
Ghana, Guyana, Mozambique, Nigeria, Rwanda, 
Seychelles, and Zambia. Access to these imports 
is beneficial, as it helps these countries obtain 
environmental goods and technologies to sup-
port their environmental sustainability and 
decarbonisation endeavours.

4.2 Commonwealth small states and SSA 
trade in environmental services

It is becoming inconceivable to separate environ-
mental goods and environmental services as two 
separate components of environmental control. 
For instance, processes to control pollution con-
tinue to rely on specialised services (Steenblik 
2005). In addition, a wide range of products 
and technologies are linked with the provision 
of services related to environmental change and 
climate change. Table 4.3 illustrates the range 
of services involved in environmental sustain-
ability (protection, mitigation and adaptation). 
As discussed above, services go beyond what 
the WTO classifies as environmental services in 
W/120 (WTO 1991) and include services that 
do not directly relate to the environment, but 
are connected to protecting and managing the 
environment, mitigating environmental effects, 
and adaptation. For example, business services 

include those related to the environment, such 
as services that are incidental11 to agriculture, 
mining, energy distribution and manufacturing.
In fact, the environmental services sector is 
becoming increasingly more important, and 
many developing countries are investing more 
in environmental infrastructure and putting 
in place stronger regulatory frameworks – a 
trend expected to continue due to growth in 
international demand for environmental goods 
and technologies and the expansion of greener 
industries in developing countries (Bucher et 
al. 2014). Thus, removing barriers to trade in 
environmental goods might not help to achieve 
the desired results, as the remaining barriers to 
trade in services have the potential to under-
mine the effectiveness of liberalising trade in 
environmental goods and vice versa (Nordås 
and Steenblik 2021). This is partly because 
many services are essential to the proper func-
tioning of environmental goods and equipment 
(Sauvage and Timiliotis 2017). As elaborated 
below, restrictions imposed by countries on 
trade in services affect the provision of activi-
ties for environmental sustainability. What is 
then required is to close the gap between the 
need for environmental regulations, which is 
a major driver for EGS, and the actual market 
demand and the potential for profit in EGS, 
which remains a challenge in developing coun-
tries (Bucher et al. 2014).12

Most Commonwealth small states and SSA 
countries rely on the import of environmental 
services. Much of these imports are in services 
related to technologically sophisticated equip-
ment for mitigating environmental change and 
climate change. For example, services related to 
turbines for power generation and centrifugal 
blowers for methane capture projects and equip-
ment for delivering core environmental ser-
vices.13 Yet most of these countries have several 
types of restrictions that affect trade in both core 
environmental services and other environment-
related services. Many of these restrictions affect 
primarily services provided through Modes 3 
and 4 and which form important inputs into 
environmental projects. Examples of horizontal 
commitments14 by Commonwealth small states 
and SSA countries (Annex 2) show that these 
countries have various limitations on market 
access and national treatment. The limitations 
include investment approval requirements, 
economic needs tests, the entry and temporary 
stay of natural persons, and capital remittance, 
among others. In addition, labour market tests 
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Table 4.2. Commonwealth countries imports of environmental goods (2019)

Imports (US$ million)

Countries Total Environmental 
goods

Share of environmental 
goods in total imports (%)

Developed

Australia 220,723.42 20,890.01 9.46

Canada 453,308.33 43,239.08 9.54

Cyprus 9,179.16 441.37 4.81

Malta 8,211.01 279.96 3.41

New Zealand 42,148.28 3,263.14 7.74

United Kingdom 686,741.74 49,996.56 7.28

Developing

Brunei 5,102.67 901.48 17.67

Ghana 10,436.15 948.33 9.09

India 478,883.73 25,750.57 5.38

Kenya 17,210.00 1,285.99 7.47

Malaysia 204,828.23 14,707.36 7.18

Nigeria 47,369.08 5,077.44 10.72

Pakistan 49,930.64 4,263.54 8.54

Singapore 358,974.64 25,779.97 7.18

South Africa 87,647.18 5,650.60 6.45

Sri Lanka 19,474.31 1,359.33 6.98

LDCs

The Gambia 494.03 66.91 13.54

Malawi 2,940.94 185.90 6.32

Mozambique 7,638.74 646.24 8.46

Rwanda 3,195.16 308.43 9.65

Zambia 7,221.08 597.21 8.27

Small states

Antigua and Barbuda 568.30 55.49 9.77

Barbados 1,580.84 93.16 5.89

Belize 985.90 59.73 6.06

Botswana 6,558.51 268.51 4.09

Eswatini 1,832.44 100.09 5.46

Fiji 2,734.30 160.02 5.85

Grenada 479.83 31.87 6.64

Guyana 4,025.14 422.83 10.50

Jamaica 6,339.23 458.78 7.24

Mauritius 5,601.18 415.91 7.43

Namibia 7,756.39 364.00 4.69

Samoa 390.68 25.00 6.40

Seychelles 1,437.74 113.33 7.88

Saint Lucia 623.79 36.96 5.92

St Vincent and the Grenadines 335.23 22.19 6.62

Commonwealth Total 2,762,908 208,267 7.50

Source: Author’s calculations using WITS data
Note: The data uses CLEG classification of environmental goods.
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are required for longer stays and for employ-
ment, which require certificates or licences that 
can be time consuming to obtain (Nordås and 
Steenblik 2021). Moreover, most of these coun-
tries have not made commitments in core envi-
ronmental services, with only 815 out of the 35 
having done so (see Table 2.1).

Given the issues raised above, there is a need 
for Commonwealth small states and SSA coun-
tries to enhance their understanding of the 
range of services involved in environmental 
sustainability and their complementary rela-
tionship with core environmental services. This 
could help them review the need for some of the 

Table 4.3. Indicative range of services related to environmental sustainability

Sector 
classification

Indicative range of activities

Environmental 
services

1. Sewage services
2. Refuse 

disposable 
services

3. Sanitation and 
similar services

4. Other

a. Services for air pollution control – the removal of gaseous and pollutants from air.
b. Services for the collection, disposal and treatment of municipal, commercial and 

industrial waste.
c. Services related to identifying, assessing and remedying contaminated sites.
d. Services related to reducing noise pollution.
e. Services related to environmental research to attain environmental objectives.
f. Other activities such as environmental protection.
g. Activities such as environmental management and audit work.
h. Services involving water treatment, supply and delivery by both the public and private 

sectors.
i. Services provided for producing new products or materials from recovered waste.
j. Services provided for generating, collecting or transmitting energy from renewable 

sources such as biomass, solar, wind and tidal sources.
k. Services related to the conservation and maintenance of the natural environment.
l. Services related to gas recovery from landfill waste.

Business services a. Computer-related services.
b. Research and development services.
c. Services incidental to agriculture.
d. Services incidental to forestry.
e. Services incidental to mining.
f. Services incidental to manufacturing.
g. Services incidental to energy distribution.
h. Services incidental to energy distribution.
i. Professional services, e.g., urban planning and landscape architectural services.
j. Professional services.

Communication 
services

a. Postal services.
b. Courier services.
c. Some telecommunication services.

Construction and 
related 
engineering 
services

a. Work for building and civil engineering, installation and assembly.
b. General construction work.
c. Installations and assembly work.

Financial services a. Banking and other financial services.
b. Insurance services.

Research and 
development 
services (R&D)

a. R&D in services on natural sciences.
b. R&D in services on social sciences and humanities.
c. R&D in interdisciplinary R&D services.

Transport 
services

a. Services related to the production and supply of environmental goods – for example, 
transport services which play an important role in the delivery of environmental goods 
that help in the protection of the environment.

b. Maritime transport and internal waterways transport, such as passenger transportation 
and freight transportation.

c. Road transport services and retail transport services, such as such passenger 
transportation and freight transportation.

d. Air transport services, such as passenger transportation and freight transportation.

Other services a. Services related to the production and provision of cleaner technology.

Source: Adapted from WTO Services Sectoral Classification List (WTO, 1991)
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barriers to trade in services that often impede 
trade in related technologies (Steenblik and 
Grosso 2011). Improved understanding can also 

help them identify potential export opportuni-
ties and the barriers to trade faced by environ-
mental services exporters (Bucher et al. 2014).

5. Commonwealth small states and SSA EGS interests 
in a changing global economic and trading landscape

Despite Commonwealth small states and SSA 
countries lacking a significant stake in the export 
of EGS, there have been considerable changes 
to the global economic and trading landscape 
since 2001, associated with environmental 
degradation, biodiversity loss and climate 
change. These are issues which Commonwealth 
small states and SSA countries should consider 
when deciding whether to participate in EGS 
discussions.

As discussed above, the growth in trade in 
goods and services globally has created a com-
plex relationship between rising production, 
consumption and job creation, and associated 
changes in the environment, particularly due to 
greater pressure on finite resources. As a result, 
there have been growing calls to decouple 
growth and development, so that the former 
is not achieved at the expense of irreversible 
climate change and wider environmental deg-
radation. Environmental change is driven by 
human action and natural processes such as 
natural disasters, for example, volcanic activ-
ity. However, the increase in human action in 
pursuit of economic development over time 
has significantly increased the contribution of 
human activity to environmental change (IPCC 
2022).

Increased contribution of human activity 
to environmental change is taking place in 
all countries, regardless of level of develop-
ment. As most developing countries embark 
on economic transformation initiatives, there 
is a chance that some of them will contribute 
to environmental damage and climate change. 
Economic transformation and growth tend to 
increase the demand for resources, including 
natural resources, which impacts on the envi-
ronment through deforestation, land degrada-
tion and water scarcity, among others. Countries 
can also get locked into high-emission infra-
structure and high demand for energy services 
in the process of economic transformation, 

which can raise greenhouse gas (GHG) emis-
sions and air pollution. Consequently, eco-
nomic change is taking place in the context of 
environmental change and climate change. As 
economic activities are having a greater impact 
on the environment, there in an increasingly 
urgent need to ensure that policies support 
economic growth and development while also 
managing environmental change. In other 
words, trade and environmental objectives and 
policy measures should be mutually support-
ive (WTO 2020). For example, there has been 
growth in renewable energy over the past two 
decades, contributing to national governments 
taking measures to ensure that clean energy 
projects are beneficial to their economies. 
Consequently, developing countries’ interests 
in liberalising environmental goods, in par-
ticular those related to wind and solar energy 
generation, vary depending on their produc-
tive capacity, trade policy settings and export 
structure (Bridle and Bellmann 2021).

The global economy has also experienced a 
rapid increase in demand for EGS due to the 
growing awareness of the importance of envi-
ronmental sustainability. The EGS market was 
expected to grow from US$866 billion in 2011 
to US$1.9 trillion in 2020 (Bucher et al. 2014). 
In addition, increases in world population and 
consumption are expected to raise global solid 
waste production from 1.3 billion tonnes in 
2012 to 2.2 billion tonnes by 2025, while waste 
management costs are expected to rise from 
US$205.4 billion per year to about US$375.5 bil-
lion per year over the same period (Hoornweg 
and Bhada-Tata 2012). Moreover, the increased 
introduction of domestic environmental 
regulations, partly in fulfilment of countries’ 
commitments in multilateral environmental 
agreements, has placed greater pressure on pro-
ducers to comply with these regulations and 
increased demand for EGS as producers shift to 
cleaner technologies (Ibid.). The introduction 

16 Liberalisation of Trade in EGS



of new environmental regulations and greater 
public awareness about protecting the environ-
ment tends to push companies, governments 
and consumers to demand EGS, and means 
producers of EGS could be more competitive 
on the international market (OECD 2019). 
According to de Melo and Solleder (2018), 
environmental regulations affect trade, as they 
give rise to demand for EGS. This has contrib-
uted to the increased acceptance of the need to 
switch to a green economy. Liberalising trade 
in EGS can play an important role in environ-
mental sustainability and facilitating the shift 
to a green economy (United Nations 2012).16 It 
may also lead to greater enforcement of existing 
environmental regulations, as well as the adop-
tion of newer and more stringent measures 
(Wu 2014).

The significant transformation of EGS due to 
technological advances in recent decades, has 
made it imperative for countries to consider 
the importance of technology developments 
in their transition to a greener economy and a 
green recovery from the COVID-19 pandemic. 
The delivery of services has also changed due 
to advances in technology. For example, the 
monitoring of wind turbines can now be done 
from a foreign country (Mode 1) rather need-
ing to have an office in the country where the 
wind turbines are built (Mode 3). In addition, 
advances in environment-related technologies 
have been accompanied by growth in services 
linked to these technologies, such as the main-
tenance of environmental infrastructure and 
equipment (Nordås and Steenblik 2021). Such 
developments provide developing countries 
with an opportunity to increase trade while, at 

the same time, transitioning to greener econo-
mies (UNEP 2014). Some developing countries, 
such as Kenya,17 are already taking advantage 
of the evolving market for EGS, exploiting 
niche markets and developing export capacity 
(Kennett and Steenblik 2005).

Developing countries, particularly small 
states and SSA countries, are experiencing var-
ious impacts stemming from environmental 
and climate change, which are expected to con-
tinue and intensify (Brahmbhatt et al. 2016). 
The economic consequences of intensifying 
environmental and climate change impacts are 
not well understood, yet developing countries 
are likely to be affected significantly, because 
of their low adaptive capacity – both within 
households and in terms of their institutional, 
technological and financial capacity to take 
actions to limit damage to the environment. 
The largest economic impacts for most devel-
oping countries, including small states and 
SSA countries, are expected to be on agricul-
ture yields and output. For example, yield and 
output losses for SSA countries are expected 
to range between 20 and 30 per cent, and pos-
sibly even higher, by 2050 (ibid.). This will, in 
turn, impact on trade in agriculture for these 
countries, as well as employment and eco-
nomic growth and development. This makes it 
imperative for small states and SSA countries 
to consider the impact of economic activities 
on economic, social and environmental pri-
orities as they design their policies, including 
trade policy. This should include the impact 
of exploiting resources such as lithium, cobalt 
and other minerals used in producing environ-
mental goods.

6. Opportunities and challenges of liberalising  
trade in EGS

The liberalisation of EGS entails a substan-
tial reduction of trade barriers, as well as an 
increase in countries’ coverage, especially in 
trade in services. There is no doubt that EGS 
perform several functions that are critical to 
tackling environmental challenges, mitigating 
climate change, revitalising the natural envi-
ronment and biodiversity, and making pro-
duction and consumption more sustainable. In 

considering whether to participate in the dis-
cussions on liberalising trade in EGS,  devel-
oping countries must weigh the opportunities 
against the disadvantages of doing so.

6.1 Potential opportunities

Lower trade barriers for EGS can trigger posi-
tive environmental effects (Wu 2014). There are 
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several benefits that come with participating 
in the liberalisation of trade in EGS, especially 
when the liberalisation works for all coun-
tries. Such liberalisation can reduce the cost of 
importing EGS, which will help to boost com-
petition and lead to increased productivity by 
encouraging greater entry and expansion of 
EGS producing firms, as well as hastening the 
exit of inefficient ones. This is because inter-
national trade promotes specialisation, com-
petition, economies of scale and innovation 
globally (WTO and UN Environment 2018).

Liberalising trade in EGS could provide an 
opportunity for Commonwealth small states 
and SSA countries to diversify their econo-
mies more generally, by developing productive 
capacities in manufacturing environmental 
goods and providing environmental services to 
take advantage of the market access that comes 
with liberalisation.18 This is because interna-
tional trade can facilitate the speedy diffusion 
of environmental goods and services to places 
they are most needed, helping to stimulate local 
production (ibid.). The liberalisation of trade in 
EGS allows the spread of new resource-efficient 
technologies as innovation flows backwards 
along supply chains (OECD 2019). According 
to the UN Environment Programme (UNEP), 
least developed country (LDC) export capac-
ity in environmental goods would stimulate 
the expansion of their exports, while capac-
ity building and technical assistance can help 
LDCs to overcome some of the challenges they 
face in participating in trade in environmental 
goods (UNEP 2014).

In addition, the diversification and trans-
formation of these economies can occur in 
ways that focus and maintain attention on 
environmental and climate change challenges 
(Brahmbhatt et al. 2016). This will help small 
states and SSA countries to harness the link 
between trade and the environment, to accel-
erate inclusive and sustainable development. 
According to the Global Commission of the 
Economy and Climate (2014), all countries, 
regardless of their level of development, can 
contribute to building economic growth and 
development while, at the same time, reducing 
the risks of climate change and wider environ-
mental degradation.

Eliminating barriers to trade in environmen-
tal goods provides market access opportunities, 
as countries reduce higher tariffs on processed 

environmental goods. This has the potential to 
also increase South–South trade as developing 
countries take advantage of trade liberalisa-
tion, leading to greater parity in tariffs on raw 
materials and manufactured goods, thereby 
encouraging value-added processing (Tothova 
2005). This has the potential to create more 
jobs, especially in industries in which develop-
ing countries have a comparative advantage – 
such as where value-added processing is labour 
intensive (UNEP 2014). In addition, there is 
the opportunity for creating regional or global 
value chains, as particular environmental sec-
tors outsource parts of the production process 
to other countries (Bucher et al., 2014). This 
enables countries to participate in global value 
chains, providing them with an entry point into 
green exports – as they can avoid producing 
technologically demanding finished environ-
mental goods (Baltzer and Jensen 2015).

The lowering of trade barriers on EGS could 
also give major polluting developing countries 
access to cheaper and more advanced equip-
ment, technologies and services for preventing 
or mitigating environmental harm, contribut-
ing to lowering the cost of environmental poli-
cies (Sauvage and Timiliotis 2017). Mitigating 
environmental damage and climate change 
requires a wide range of technologies and ser-
vices, including those that are imported. For 
example, trade can help with waste manage-
ment by allowing waste to be sent to countries 
that have the best and most-efficient sorting and 
processing capabilities, contributing to reduc-
ing the cost of waste treatment in the country 
of origin and enhancing environmental protec-
tion (OECD 2019). In addition, trade in waste 
and secondary material can help the country 
transition towards a more resource-efficient, 
climate-neutral and circular global economy. 
Meanwhile, business, telecommunications, and 
construction and related engineering services 
(Modes 1, 2,3 and 4) play a role in the deploy-
ment of technologies required for the mitiga-
tion of GHGs (Steenblik and Grosso 2011).

Additionally, the transfer of technology will 
provide opportunities for developing countries 
to shift from lower- to higher-productivity sec-
tors, boosting the overall productivity of their 
economies and enabling structural transforma-
tion. This will help developing countries protect 
the environment. For example, technology to 
improve cooking devices to enable fuel to be used 
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efficiently can also help reduce indoor smoke 
pollution. The growing demand for energy due 
to increased consumption – for example, due to 
shifting from less energy-intensive agriculture 
to more energy-intensive industry – creates a 
need for cleaner energy to curb environmen-
tal degradation. In addition, improving access 
to cleaner technologies and services can bring 
other related economic opportunities, including 
for micro, small and medium-sized enterprises 
(MSMEs). The environmental industry has 
evolved and expanded to become a major con-
tributor to economic growth and employment 
creation, covering many sectors and activities 
(Sauvage and Timiliotis 2017).

Reducing trade barriers in EGS brings 
opportunities for countries, including Com-
monwealth small states and SSA countries, to 
collectively pursue common approaches to 
environmental and climate challenges and take 
co-ordinated trade- and investment-related 
action to promote the protection of the envi-
ronment. The liberalisation of trade in envi-
ronmental goods can bring opportunities for 
Commonwealth small states and SSA countries 
that are seeking to deliver better growth, while 
at the same time protecting the environment 
and mitigating climate change. They can do this 
by reviewing their trade regimes to make them 
more transparent and predictable, especially 
in terms of enforcing regulatory measures and 
standard setting to create markets that benefit 
the environment and create business opportu-
nities. For example, liberalising trade in EGS 
can contribute to transforming agriculture and 
land use through the adoption of approaches 
such as environment- and climate-smart agri-
culture and landscape management.

6.2 Challenges

As discussed in section 4, most Commonwealth 
small states and SSA countries do not have a 
significant stake in the export of environmental 
goods, with only a third of their exports des-
tined for countries negotiating the EGA in 2016 
(UNEP 2014).19 As a result, the liberalisation of 
trade in environmental goods is unlikely to sig-
nificantly contribute to the expansion of trade 
for most of these countries, unless the liberali-
sation covers products and services of export 
interest to them. Most of these countries are 

commodity exporters, often engaging heavily 
in agricultural production, forestry and mining, 
and most of their services are related to these 
sectors. However, small states and SSA coun-
tries are likely to be affected disproportionately 
by trade liberalisation in environmental goods, 
as they might face non-tariff measures consid-
ering that most of their exports are extractive 
in nature and their environmental benefits are 
derived from production processes (Baltzer 
and Jensen 2015). This is most likely when 
importers try to impose national requirements 
on imported products or try to impose stan-
dards or production requirements on exporting 
countries.

Considering that small states and SSA coun-
tries are significant importers of environmen-
tal goods and some of them are dependent on 
tariff revenue, the reduction and elimination 
of tariffs on these goods is likely to contribute 
to a decline in revenue broadly proportional to 
the share of imports of environmental goods, 
which could have developmental and social 
implications. In addition, these countries might 
experience import surges in EGS as a result of 
trade liberalisation, which they might find chal-
lenging to address, especially given their limited 
capacity for recourse through highly technical 
safeguard and countervailing measures.

Many of the trade-related policy regulations 
needed to boost trade in EGS require the capac-
ity to implement and adapt or adjust to the 
EGS liberalisation measures. In this regard, it 
is important for small states and SSA countries 
to explore ways to develop the required capac-
ity, both within households and in terms of 
their institutional, technological and financial 
capacity to take action to limit the damage to 
the environment by trading in environmental 
goods and services.

It is challenging for small states and SSA 
countries to exert sufficient influence on dis-
cussions regarding which EGS should be 
included on the list for liberalisation. The goods 
and services earmarked for liberalisation must 
help developing countries to realise their envi-
ronmental and climate protection goals, which 
include generating clean and renewable energy, 
improving energy and resource efficiency, con-
trolling air pollution, managing waste, treating 
wastewater, monitoring the quality of the envi-
ronment, and combatting noise pollution.
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7. Priorities and way forward

The above discussion explored some of the 
practical issues that Commonwealth small 
states and SSA countries must consider when 
deciding to participate in the liberalisation of 
trade in EGS. The issues identified are also rele-
vant in designing countries’ national adaptation 
plans (NAPs) for achieving nationally deter-
mined contribution (NDC) targets for mitigat-
ing greenhouse gas emission, as set out under 
the Paris Agreement.

Given the lack of an agreed list of environ-
mental goods, Commonwealth small states and 
SSA countries will find the WTO list, which 
is largely drawn from submissions by devel-
oped countries, to be limiting – as it largely 
comprises products for which they are net 
importers. To benefit small states and SSA 
countries, any agreed list should include prod-
ucts of export interest to them. In addition, 
Commonwealth small states and SSA countries 
will have to ensure that the definition of envi-
ronmental goods includes goods with multiple 
uses20 (Steenblik 2005), but of interest to them. 
These countries might also need flexibility in 
listing products to maintain development pol-
icy space. For example, the listing of products 
with multiple uses has the potential to nega-
tively impact revenue collection for small states 
and SSA countries, so they might want to pro-
tect sensitive products.

Where PPMs are used to determine the list-
ing of environmental goods, Commonwealth 
small states and SSA countries might be 
affected disproportionately, considering that 
most of their exports are commodities, mostly 
of extractive nature. As mentioned above, this 
might arise when importers try to impose 
national requirements on imported products 
or attempt to impose standards or production 
requirements on exporting countries. This 
could create inconsistencies with GATT 1994 
Article III, which obligates parties to accord 
imported ‘treatment no less favourable than 
that accorded to like products of national ori-
gin’ (WTO 1994).

Commonwealth small states and SSA coun-
tries might want to consider making commit-
ments in core environmental and other related 
services. However, because many services are 

essential to environmental sustainability, the 
liberalisation of trade in services might entail 
revisiting their existing services commitments 
in the various trade agreements to which they 
are a party, as the value of commitments made 
under environmental services is a function 
of commitments they make in other services 
(Sauvage and Timiliotis 2017). Considering 
this, there is a need for members to review their 
unbound commitments21 in this area.

Multilateral discussions on liberalising EGS 
provide an opportunity for developing coun-
tries to be insistant in demanding the transfer 
of important environmental technologies at 
lower cost. These technologies can, in turn, be 
used to produce environmental goods and ben-
efit the environment, while supporting the pur-
suit of green growth objectives and sustainable 
development.22

Liberalisation will provide a set of multilat-
eral trade commitments that help countries 
harness the forces of trade and environmental 
change to accelerate inclusive and sustainable 
development. In other words, trade-driven 
economic growth and action on the environ-
ment and climate change can only be achieved 
together; and actions taken to tackle climate 
risks can help generate better trade-driven eco-
nomic growth, while helping to deliver on the 
SDGs. However, given the unlevel playing field, 
developing countries need special and differen-
tial treatment to secure policy space and flex-
ibilities to enable them to eventually liberalise 
trade in EGS and, at the same time, protect the 
environment.

Environmental concerns can be used for pro-
tectionist purposes, especially in the absence 
of international consensus on the goods that 
should be considered ‘environmental’. It is there-
fore critical that small states and SSA countries 
consider participating in the discussions on 
EGS, to avoid a situation where they might 
eventually end up being party to the agreement 
and subjected to rules they did not make. By 
participating, they can ensure their interests 
and experiences in conserving the environment 
and promoting trade are taken on board. This is 
especially important given that their economic 
transformation is occurring in the context of 
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accelerating environmental degradation and 
climate change. Widespread country partici-
pation in these discussions will maximise the 

possibility of agreeing a mutually beneficial out-
come that takes into account diverse regional, 
national and local experiences and perspectives.

Notes

1 Article XI of the General Agreement on Tariffs and 
Trade (GATT) of 1994 broadly prohibits trade restric-
tions, but also provides a broad range of carve-outs 
that allow members to temporarily impose restric-
tions. For example, Article XI (2b), allows members 
to temporarily impose import restrictions, ‘neces-
sary to the application of standards, or regulation for 
classification, grading or marketing of commodi-
ties in international trade’. Countries can also justify 
the imposition of restrictions to international trade 
using provisions under GATT Article XX on General 
Exemptions, which provides a broad range of exemp-
tions for trade restrictions, such as the protection of 
human, animal and plant life or health and the protec-
tion of public morals, provided they do not constitute 
a disguised barrier to trade or discriminate between 
countries. In addition, Article XXI allow members 
to impose trade restrictions on grounds of national 
security. Except for national security reasons, there are 
checks and balances in other areas of carve-outs and 
exemptions, where a WTO member must meet a series 
of conditions to impose trade restrictions.

2 The Doha Declaration does not define EGS, leaving it 
to negotiation.

3 A product made from cotton with traces of pesticides 
might be refused market access due to the traces of 
pesticides.

4 The proposal was first made by India and was sup-
ported by other developing countries, who also made 
suggestions on how to further improve it.

5 Government procurement processes, for example, 
often favour local suppliers, giving them an undue 
advantage over foreign suppliers, who are at times are 
cheaper and more efficient.

6 There have been calls for a new modality of export-
ing services (mode 5 services) beyond the four modes 
of supply in the GATS in view of the growing role of 
inputs in manufacturing exports.

7 Australia, Canada, China, Costa Rica, the European 
Union, Hong-Kong (China), Iceland, Israel, Japan, 
Korea, Liechtenstein, New Zealand, Norway, 
Singapore, Switzerland, Chinese Taipei, Turkey and 
the United States. The number of countries rises to 46 
if the EU member countries are counted individually.

8 Plurilateral trade agreements among WTO mem-
bers assume two different forms – ‘an exclusive and 
an open variant’ (Adlung and Mamdouh 2017). It is 
the open variants that can only be implemented on a 
most-favoured nation (MFN) basis and will benefit 
non-members.

9 For example, the EU identifies environmental goods as 
those that are: (a) used in the control of pollution and 

resource management; and (b) ‘have a high environ-
mental performance or low environmental impacts’ 
(WTO 2005).

10 Sauvage (2014) uses the APEC and OECD lists of envi-
ronmental goods to develop a list of environmental 
goods.

11 Services provided to complement agriculture, mining, 
energy distribution and manufacturing activities.

12 According to Bucher et al. (2014), this is largely caused 
by the absence of environmental regulations or the 
lack of implementation of such regulations.

13 The public sector remains responsible for providing 
these services, either directly or indirectly. However, 
many countries without adequate financial capacity 
are looking to the private sector for assistance in EGS 
(Kennett and Steenblik 2005).

14 Horizontal commitments apply to all scheduled ser-
vices sectors unless otherwise specified. There are 
other limitations/restrictions that apply to specific 
sectors.

15 Lesotho, Rwanda, Samoa, Seychelles, Sierra Leone, 
The Gambia, Tonga and Vanuatu.

16 Paragraph 281 of the Resolution adopted by the 
General Assembly on 27 July 2012 notes: ‘We reaffirm 
that international trade is an engine for development 
and sustained economic growth, and also reaffirm the 
critical role that a universal, rules-based, open, non-
discriminatory and equitable multilateral trading sys-
tem, as well as meaningful trade liberalization, can 
play in stimulating economic growth and development 
worldwide, thereby benefiting all countries at all stages 
of development as they advance towards sustainable 
development. In this context, we remain focused on 
achieving progress in addressing a set of important 
issues, such as, inter alia, trade-distorting subsidies 
and trade in environmental goods and services.’

17 Kenya has manged to develop exports in efficient 
wood stoves, mineral water and wild game harvested 
from sustainably run ranches.

18 Much depends on how countries negotiate market 
access on EGS. Small states and SSA countries could 
request market access to benefit from niche markets, 
as in the case of Kenya, and at the same time restrict 
imports in certain sectors while using safeguard mea-
sures to address imports surges. They can also attract 
investment to take advantage of regional markets.

19 The focus was on products that generate renewable 
energy, manage waste, clean water and air, control air 
pollution and contribute to energy efficiency.

20 Most products used for environmental protection or 
improvement have several uses and are not exclu-
sively environmental. Some of these goods might be 
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unacceptable to other countries, because their inclu-
sion might be burdensome, especially in term of 
customs clearance and monitoring and enforcement 
(Steenblik 2005).

21 All commitments in a schedule are bound unless 
otherwise specified. In such a case, where a mem-
ber wishes to remain free in each sector and mode 
of supply to introduce or maintain measures incon-
sistent with market access or national treatment, the 

member has entered in the appropriate space the term 
‘UNBOUND’.

22 Environmental technologies or green technologies help 
protect the environment and include, among others, 
technologies that are less polluting, utilise resources in 
a more sustainable manner, recycle more of their wastes 
and products, and manage wastes in a more acceptable 
manner than the technologies they replaced.
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