
Politics and Governance (ISSN: 2183–2463)
2023, Volume 11, Issue 1, Pages 214–222

https://doi.org/10.17645/pag.v.11i1.6174

Article

Trade Policy and Ecological Transition
Mathieu Dufour

Department of Social Sciences, Université du Québec en Outaouais, Canada; mathieu.perron‐dufour@uqo.ca

Submitted: 31 August 2022 | Accepted: 14 December 2022 | Published: 29 March 2023

Abstract
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ever. In this article, I questionwhether the current liberalized trade and investment regime is consistent with the possibility
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multinational corporations, with profitability imperatives and relatively short planning horizons, is inherently conducive to
an intensification of resource extraction and commodity production. A liberal trade and investment regime gives free rein
to these dynamics, which should instead be curtailed in order to achieve the necessary adjustments to sustainable living.
As such, this article will explore ways in which the trade and investment regime could be subordinated to ecological and
social concerns and contribute to, rather than hinder, an ecological transition.
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1. Introduction

Environmental issues have been mounting over the
last decades. As accelerating climate change is putting
increasing pressure on ecosystems and communities
(Intergovernmental Panel on Climate Change, 2022)
and many resources are getting depleted (International
Resource Panel, 2019), the unsustainability of current
economic practices is made manifest. Still, the pace of
transition towards more ecologically sustainable prac‐
tices is slow (International Resource Panel, 2019), putting
in question the adequacy of current institutions and poli‐
cies to reach such a transition. In this article, I focus on
the international trade and investment regime and ana‐
lyse whether or not and in what ways it fosters sustain‐
able economic practices.

While environmental issues are global, coordination
at that level is difficult. In the end, national governments
have limited control over what other national govern‐
ments do, leaving national or local initiatives as their
main policy focus. At the same time, the world econ‐
omy is increasingly integrated, with value chains span‐

ning the globe. This reduces the scope of what gov‐
ernments can do nationally to reorient economic prac‐
tices. Governments have some control over trade and
investment flows through the rules and restrictions they
put in place, but the level of intervention has generally
decreased in recent decades, leaving it to private entities
to decide on the scope and direction of these flows.

There is some debate regarding the effect of trade
and investment liberalization on the environment. Some
argue that it could help global sustainability, notably
by ensuring that economic activity at different stages,
such as recycling, takes place where it is most efficient
(Yamaguchi, 2018). Others note that liberalization could
have detrimental effects, say, for example, by leading to a
race to the bottom in environmental standards (Sheldon,
2006). I assess some of the terms of that debate in the
next section and conclude that it is unlikely that trade
and investment liberalization contributes positively to
ecological sustainability.

Section 3 reviews different strategies currently
employed in existing trade and investment agree‐
ments to favor good environmental practices. These
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agreements are found lacking, in part because the envi‐
ronment is often a secondary consideration, subordi‐
nated to economic growth and commerce. Section 4
exploresways inwhich trade and investment policy could
be framed to give more importance to environmental
outcomes and thus foster an ecological transition. Finally,
I offer some concluding remarks in Section 5.

2. Trade and Investment Liberalization and the
Environment

Economic analysis of international trade typically regards
countries as trading partners (Krugman et al., 2018) and
investigates how countries will specialize if trade is liber‐
alized. These analyses highlight factors such as the level
of technology, the existence of certain resources, or the
availability of various productive inputs. They typically
conclude that liberalization usually brings an improve‐
ment in efficiency and overall welfare, at least in the
short run, since production is allocated to the countries
where it can be done relatively more efficiently. This is
true even if some countries are less efficient than oth‐
ers at everything since they can always specialize in what
they are relatively less inefficient in producing. There are
various wrinkles to this basic narrative, such as the way
welfare gains get distributed amongst the population of
each country and how potential losers are to be compen‐
sated, but that there should be productive gains overall
is seldom under dispute.

In that framework, trade can impact the environ‐
ment through two important channels (Copeland &
Taylor, 2004). First, if it leads to economic growth, the
increase in production can lead to an increase in pol‐
lution. However, increasing income could also lead to
changes, such as technological improvements or a shift in
people’s priorities towards a cleaner environment, thus
inducing more stringent policies which could be posi‐
tive for the environment. One hypothesis that has been
put forward is that the relationship between growth and
environmental degradation could follow an inverted U,
with increasing levels of degradation as income increases
up to a turning point, after which further growth leads
to an improvement in environmental outcomes. Second,
pollution could shift between countries, either because
some environmental costs are included in production
costs and are thus part of the overall calculation of
relative costs or simply because some production lines
imply more pollution than others, so that specializa‐
tion implies a concentration of pollution in certain coun‐
tries. One possibility is that there is a “pollution haven”
effect, with some countries specializing in polluting pro‐
duction based partly on relatively laxer environmen‐
tal regulations.

Further environmental impacts are entailed by the
usual contention that liberalization will imply a gain in
efficiency as countries specialize in “what they do best.”
In essence, if there are no barriers to trade or capital
flows and industries locate where it is most efficient for

them to operate, one could imagine a circular economy
on a world scale which minimizes costs of production
and optimizes resource use. This would include trade
in second‐hand products so as to optimize usage and
recycling done where it is most efficient to extract the
raw material and make it available for the next round
of production. Yamaguchi (2018) outlines such a possi‐
bility, noting that any attempt to raise barriers would dis‐
tort financial and commodity flows and prevent potential
gains in efficiency.

Empirical evidence for an inverted U relationship
between growth and environmental degradation is
mixed at best (Shahbaz & Sinha, 2019; Stern, 2017).
Essentially, two tendencies seem to compete: economic
growth in itself appears to increase emissions, but there
often are also concomitant efforts at reducing pollu‐
tion. In cases where growth is relatively slow, such
as in many high‐income countries, pollution‐reduction
efforts may sometimes dominate the negative effect
coming fromeconomic growth (Stern, 2017).Meanwhile,
in rapidly growing middle‐income countries, the nega‐
tive impact of growth clearly dominates (Stern, 2017).
As such, to the extent that international trade could
improve growth prospects, it is unclear that this would
favour the environment at this stage. As for pollution
shifting, there is indeed some evidence for the existence
of a “pollution‐haven” effect (Copeland & Taylor, 2004;
Kolcava et al., 2019).

These last results are not surprising given that it is not
countries which trade, but firms and individuals. Firms
will locate their production according to particular local
conditions and the ease with which it can be moved
along the value chain all the way to consumers. As such,
the liberalization of capital and commercial flows are
complementary in that the first will ease the allocation
of capital on a world scale, and the second will facilitate
the separation of loci of production and use. Trade and
financial liberalization will thus facilitate the segmenta‐
tion of production lines and the relocation of parts of
them abroad. In fact, about a third of all trade occurs
between subsidiaries of the same firms (Dunn, 2015).
Accordingly, while some concentration of specific types
of production is to be expected, countries do not spe‐
cialize per se, and certainly not in a way that would be
driven by overarching efficiency considerations. Rather,
it is firms that decide to expand, cut, or relocate their
production, and they will do so based on a narrow prof‐
itability frame.

This last point is worth emphasizing. The vision
of a worldwide circular organization of the economy
(Yamaguchi, 2018) that would optimize resource use,
reduce waste, and minimize pollution relies on a level
of planning that goes well beyond what individual firms
and agents do. Large multinational corporations do plan
extensively, making an assessment of resource availabil‐
ity, production possibilities, consumption needs, etc., on
a global scale (Whyte, 2020). Consequently, the argu‐
ment is less between planning and markets than about
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the modalities of planning. For a capitalist enterprise,
environmental efficiency is not a criterion in and of
itself, only one of the dimensions that impact its prof‐
itability and sustainability. A classic example is that of
externalities: If firms can transfer the costs of pollution
or poor working conditions to third parties, they will
not take them into account in their own calculations.
Beyond externalities, there is no particular reason why
a given firm should promote the sustainability of a spe‐
cific resource or supply source unless it imperatively
needs it to continue functioning. Capital is mobile and
fungible, all the more so if financial flows are liberal‐
ized, and if some ways of making money dry up, other
business ventures can be started. Competitive pressures
and the profit imperative will thus incite firms to exploit
resources as they become available without necessarily
planning long‐term for any of them. In fact, under some
circumstances, it can be profitable to deplete a given
resource relatively fast to maximize short‐run return and
reorient the proceeds elsewhere.

While there is often no particular incentive for
sustainable practices from the production side, help
is unlikely to come from consumers (Dufour, 2022).
Theoretically, if ecological production practices were of
paramount importance for consumers, market signals
could entice firms to abide by certain standards in order
to be able to sell their products. In practice, however, the
amount of information required to make an enlightened
decision for every consumption product in an era of glob‐
alized supply chains is prohibitive. This part could be facil‐
itated by eco‐labels, but there are hundreds in existence,
each with its own set of standards, and being certified is
not always a guarantee of good environmental practices
(Brad& Lenikus, 2018).Moreover, evenwith the relevant
information, buying products with good environmental
standards is likely to be relatively expensive. Some con‐
sumers may simply lack the necessary resources tomake
that choice, while others could be tempted to free ride
and buy the cheaper product if their consumption deci‐
sion has little global consequence and the price differ‐
ence is significant.

In short, there is no mechanism within capitalism to
align resource use and extraction, as well as production,
with environmental efficiency. Trade and financial liber‐
alization will exacerbate the issue by decoupling even
more economic processes from specific locations, reduc‐
ing the dependency of firms on specific sources of labor
or resources. Regulation thus has to come from the out‐
side, for example, via sets of governmental policies to
impose product norms or regulate firms directly, but
these can be hard to put in place in some contexts.

Criteria used by firms in making decisions about the
location of production will vary, but costs and ease of
management or investment will probably play a role.
To the extent that environmental regulation can be costly
or create difficulties for a given firm, it will likely act as a
disincentive for investment, especially for industries that
are more polluting, thus encouraging relocation where

policies are laxer. This holds even for businesses in the
environmental sector, such as recycling, for which there
will be an incentive to operate where regulations are less
stringent. The same will be true for labor costs and regu‐
lation. To the extent that investment is desired by a given
national government, there is thus a structural temp‐
tation to lower regulatory standards. This will be exac‐
erbated by trade and financial liberalization since the
increasing mobility of capital and commodities pushes
governments to make their country attractive as loci of
production. Many factors can contribute to making a
specific location of interest for firms, such as education
levels and political stability, so the level of environmen‐
tal standards may not always be a dominant factor in
every context. However, since lower standards are typ‐
ically more attractive than high ones, there could be a
scope for coordination between governments to prevent
a race to the bottom.

One way for governments to coordinate could be
to attempt an upward multilateral harmonization of
regulations or product norms. For example, if govern‐
ments agree to set environmental standards at the same
level as the jurisdiction where they are the strictest,
this could put a floor that would prevent downward
pressure. Alternatively, rules could be set at a supra‐
national level, such as in the EU for all member coun‐
tries. Unfortunately, this is often easier said than done.
Kinderman (2020, p. 675) documents how difficult it
was to pass the European Union non‐financial disclosure
Directive 2014/95/EU in 2014, which mandates com‐
panies to “report on their social, environmental, and
human rights impacts.” These initiatives faced substan‐
tial resistance despite the fact that the directive only
mandates reporting, which is much less stringent than
regulation, and the subprime crisis and disasters such
as the BP oil spill in the Gulf of Mexico in 2010 or the
Rana Plaza factory collapse in Bangladesh in 2013 cre‐
ated demand for political action. The initial proposal
was watered down during the negotiations, notably in
response to preoccupations about adjustment costs in
the private sector. Consequently, while clearly not impos‐
sible, an agreement on meaningful upward multilateral
harmonization of environmental regulations or product
norms is hard to achieve.

When environmental provisions are not incorpo‐
rated into trade and financial liberalization, these agree‐
ments could favor a harmonization of standards and
practices downwards. For example, Vesilind (2015) doc‐
uments how the North American Free Trade Agreement
(NAFTA) led to the displacement of family and commer‐
cial hog and poultry farms by high intensity livestock
operations, largely geared towards foreignmarkets, with
deleterious environmental impacts. Similarly, the agree‐
ment may have led to a greater prevalence of genetically
modified organisms (GMOs) in Mexico (Beyranevand,
2015). NAFTA’s agricultural provisions were seen by
many as favoring the US over Mexico, as the lat‐
ter’s economically sensitive products were not properly
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protected (Beyranevand, 2015). Given the prevalence of
GMOs in the US, increased exports to Mexico, and label‐
ing rules that did not require disclosing the presence of
GMOs in bulk commodity shipments if it was below 5%
of content (which is the same percentage as in the US,
but much higher than the EU’s 0.9%) may have led to an
increase inGMOs inMexico (Beyranevand, 2015). In both
cases, competitive pressures without sufficient counter‐
vailing regulatory oversight led to a convergence towards
practices in place in the US and Canada while largely pre‐
serving the status quo in those two countries.

Besides a harmonization of standards, another way
for governments to coordinate around environmental
issues would be to directly include environmental pro‐
visions in trade agreements. While this has been the
practice in recent times, are they efficacious in con‐
taining possible environmental downsides associated
with liberalization?

3. Environmental Provisions in Trade Agreements

There are four types of environmental clauses in
recent trade agreements (Castellarin, 2018; Dufour,
2021; Lattanzio & Casey, 2022; Morin & Gauthier
Nadeau, 2017).

First, some clauses seek to maintain existing envi‐
ronmental standards. The broad principle is to prevent
a downward regulatory spiral by prohibiting a lower‐
ing of standards aimed at gaining a competitive edge.
By having states agree that they will not compete with
each other to attract investment or favor domestic firms
based on low environmental standards, this would seem
to address the coordination issue mentioned above.
This is reinforced in recent agreements by reiterating
states’ “right to legislate,” in particular on environmen‐
tal matters. In practice, however, these clauses are
more statements of principles than actual safeguards
(Castellarin, 2018), notably because it is very hard to
show that any given regulatory change was done specifi‐
cally to give a competitive advantage to domestic firms.

Direct and active regulatory cooperation is encour‐
aged in a second category of clauses. These clauses
range from simple commitments to foster dialogue
around best practices (without any commitment to har‐
monize rules across jurisdictions) to setting up actual
institutions to foster direct government collaboration.
These clauses may include indications of how policies
ought to be designed and implemented. This second
category of clauses seems somewhat more efficacious,
at least when states really do collaborate (Castellarin,
2018). Despite this, the link between trade and capi‐
tal flows is somewhat tenuous. It is certainly a good
idea that governments discuss and coordinate environ‐
mental policies when possible, but this should be stan‐
dard practice, not something done specifically as part of
trade agreements.

Thirdly, “environmental goods and services,” i.e.,
commodities which contribute to environmental protec‐

tion (Castellarin, 2018), are sometimes given favourable
treatment. For example, tariff barriers on such com‐
modities were completely lifted in a recent agreement
between Taiwan and New Zealand (Morin & Gauthier
Nadeau, 2017). Of course, such clauses are only perti‐
nent if barriers aremaintained on other commodities, so
their relevance decreases as trade is liberalized.

A final category of clauses, largely based on Article XX
in the 1994 General Accord on Tariffs and Trade (World
Trade Organization, 1994), allows states to unilaterally
limit trade for environmental reasons. As long as they
do not constitute “an arbitrary or unjustifiable discrim‐
ination between countries where the same conditions
prevail, or a disguised restriction on international trade,”
measures can be adopted to “protect human, animal or
plant life or health” or “relating to the conservation of
exhaustible natural resources if suchmeasures aremade
effective in conjunction with restrictions on domestic
production or consumption” (World Trade Organization,
1994). Modern agreements either simply reiterate this
or specify what is covered. However, just as with the first
category of measures, it is difficult to target specific com‐
modities without appearing discriminatory (Castellarin,
2018), and the track record of appeals filed under
Article XX is not great (Wu & Salzman, 2014). Usually,
the appellate body has maintained the original judge‐
ment when a country has tried to defend against a neg‐
ative ruling by the World Trade Organization about one
of its policy measures by claiming it should be exempted
on environmental grounds under Article XX. Trade con‐
siderations thus seem stronger than environmental con‐
cerns in that forum, although it has been mentioned by
the appellate body that the rulings should not be inter‐
preted as being against the environment or environmen‐
tal measures per se. Be that as it may, this can easily lead
to what is termed “regulatory chill,” i.e., a reluctance to
even try to implement such measures out of a fear of
being accused of using the environment as a pretext to
restrict commerce.

There is still debate regarding the actual impact of
environmental clauses in trade agreements, but there
is some evidence that their presence does not reduce
the ecological footprint of traded commodities (Kolcava
et al., 2019). From a logical standpoint, it seems improb‐
able that these clauses would havemuch positive impact
on environmental outcomes. The ability to maintain
existing regulations implies a bias towards the status
quo while favoring environmental commodities has lit‐
tle importance if the trade regime is otherwise liber‐
alized. Regulatory coordination could be effective, but
the various rounds of negotiations around emissions
are typically followed by missed targets, thus demon‐
strating that collaboration on such issues remains dif‐
ficult even when that is the stated intent. Finally, to
the extent unilateral measures could be used, it may
have been discouraged by the relatively bad track record
of exemption clauses. Consequently, one could expect
that the environmental provisions of trade and financial
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liberalization agreements are unlikely to effectively miti‐
gate the impact coming from that liberalization.

Is this borne out in practice? NAFTA offers an interest‐
ing case study, as environmental preoccupations voiced
during its negotiation led to an environmental side agree‐
ment, the North American Agreement on Environmental
Cooperation (Gladstone et al., 2021). In evaluating the
agreement’s overall impact after 25 years on the environ‐
ment at the US–Mexico border, Gladstone et al. (2021)
find mixed results. There was some institutional col‐
laboration on environmental issues, notably through
three institutions established as part of the agree‐
ment: the Commission for Environmental Cooperation
whose purview was the whole NAFTA region, and
the Border Environment Cooperation Commission
and the North American Development Bank, both of
which targeted the US–Mexico border and merged in
2017. The Commission for Environmental Cooperation’s
responsibilities included conducting research studies
and reviewing complaints from citizens, the Border
Environment Cooperation Commission’s intent was to
build capacity and certify environmentally sustainable
projects, while North American Development Bank was
put in place to finance environmental infrastructure
projects (Gladstone et al., 2021). Gladstone et al.’s (2021)
results suggest that these institutions did favor projects
and practices that had positive impacts at the border,
notably in areas like wastewater management, and a
general improvement in institutional commitments to
environmental issues and increased civil society mobi‐
lization, especially in the early years. In terms of environ‐
mental outcomes, they observe improvements in urban
air quality, potablewater access, and access to sanitation
(Gladstone et al., 2021). However, they state that “there
is little evidence of any concrete impact of the NAFTA
environmental governance institutions other than the
projects to improve potable water and waste manage‐
ment infrastructure along the border, and these with
diminished funding over the years” (Gladstone et al.,
2021, p. 30).

Meanwhile, Gladstone et al. (2021) note that deple‐
tion and degradation of groundwater, as well as
increased water pollution, can be attributed to an expan‐
sion of mining and export agriculture related to NAFTA
in the context of relatively weak enforcement of envi‐
ronmental regulations. In fact, they argue that enforce‐
ment is especially lax when environmental issues con‐
flict with “powerful economic, political and social inter‐
ests” (Gladstone et al., 2021, p. 25). This is congruent
with Gallagher’s (2004) finding of increased pollution in
Mexico following trade liberalization in the 1980s and
1990s, which he attributes to increases in the scale of
production unmitigated by proper environmental protec‐
tion. In some ways, it can be argued that this dominance
of economic interests was built into NAFTA, notably
through Chapter 11, which protected foreign investment.
For example, Dufour (2013) shows how in the Ethyl
Corporation case, the firm was able to use Chapter 11 to

successfully fight environmental provisions put in place
by the Canadian government, showing how that chap‐
ter reduced states’ ability to enact environmental legis‐
lation, especially if that legislation stemmed from a prin‐
ciple of precaution.

In short, while NAFTA’s trade and investment liber‐
alization provisions seem to have generally had a neg‐
ative impact on the environment, the North American
Agreement on Environmental Cooperation appears to
have indeed contributed to better collaboration on envi‐
ronmental issues on the part of the signatories and
favored positive environmental outcomes. Yet these pos‐
itive impacts did not seem sufficient to mitigate the neg‐
ative ones in many areas, with economic interests often
trumping environmental considerations. This underlines
the limits of a trade policy centered on economic out‐
comes, with the environment as a constraint rather than
an explicit objective. In order to foster an ecological tran‐
sition, it may be useful to look for an altogether different
frame for trade policy than the generalised liberalization
of recent decades.

4. Principles for a Pro‐Environment Trade Policy

The current approach to trade policy is to liberalize sub‐
ject to a few constraints, including an environmental
one. This presupposes that trade liberalization is good
in itself, while deleterious environmental side effects
are addressed via additional provisions in trade agree‐
ments. As the previous sections demonstrate, it should
be expected trade and financial liberalization will have
harmful impacts on the environment, and these are
unlikely to be resolved by existing provisions in trade
agreements. If the goal of liberalization supersedes other
considerations, this limits the scope and strength of the
safeguards that can be put in place. It will likely be nec‐
essary to dispose of that framework to effectively fos‐
ter ecologically sustainable practices. Abbas (2013) calls
for a “reglobalization” that would be compatible with
the fight against climate change. This would require a
trade policy that is subordinated to the project of eco‐
logical transition.

One way to effect this would be to re‐embed trade
policy in a pro‐environmental industrial policy. Given
the difficulty of coordinating internationally around
environmental priorities (Maslin et al., 2022) and the
pro‐liberalization orientation of the current multilateral
regime, a proactive national industrial policy may be the
only short‐term option for green systemic transforma‐
tion. In that context, trade policy becomes a sort of inter‐
face between that domestic industrial policy and the
rest of the world. Instead of prioritizing the elimination
of barriers to ensure a level playing field at home and
abroad, this approach seeks a precise set of environmen‐
tal and social norms in order to assess what to import
from abroad and what to produce at home. For example,
trade could be reserved for cases when domestic produc‐
tion units will not be able to produce a given commodity
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with a lower ecological footprint within a relevant time
frame, under similar working conditions, and accounting
for transport and possible dynamic industrial changes.

Trade policy has a double role within such a frame‐
work. First, it helps create a context that favors the emer‐
gence of “good practices.” Shielding the domestic econ‐
omy from the competition of products generated under
unsustainable environmental conditions creates a space
wherein new ecological processes can emerge without
being immediately stifled. The existence of such a space
helps innovation outside of what may be directly encour‐
aged by the state’s industrial policy. State policy is impor‐
tant as a general impetus for change (Mazzucato, 2013)
but is unlikely to provide solutions for every context.
At the same time, to the extent that foreigners want to
export to the domestic economy, it also serves as an
incentive to improve their production processes. If this
logic spreads to a critical mass of countries, it could gen‐
erate an upward spiral in norms rather than the cur‐
rent incentives to decrease domestic regulation. Second,
trade policy serves its classical role of protecting these
“good practices” once they are in place so that they can
thrive and spread. The difference, in this case, is that
protection is not put in place on the basis of the prove‐
nance of the commodity but in relation to the conditions
in which it is produced.

A trade interface that reflects the domestic definition
of good practices could be put in place in order to fos‐
ter sustainable economic processes, protect those which
are present, and let commodities trade when produc‐
tion conditions and practices are actually better abroad.
There are three orientations that could be given to this
trade interface, depending on the desired level of inter‐
national involvement.

First, one can imagine a sort of domestic “retreat”
whereby the only focus is on domestic production. That is
to say, internal regulations are put in place with respect
to production, and then agents are free to trade what
they wish, subject to trade barriers aligned with inter‐
nal environmental standards. This would be an improve‐
ment from the current state of affairs in that better
domestic production practices would be fostered. In par‐
ticular, it would protect domestic producers from “envi‐
ronmental dumping.”

At present, much of the international effort on envi‐
ronmental regulation relates to processes that are global
in scope, such as carbon emissions. Governments are
finding it hard to implement efficacious measures in that
realm. Even if they were successful in doing so, it would
do virtually nothing to improve practices whose impacts
are confined to a single country, such as local pollu‐
tion or unsustainable resource use. For example, poli‐
cies on climate change will not prevent the production
units of a given country from depleting a resource for
export purposes if they are allowed to do so domesti‐
cally. The depletion and degradation of groundwater in
Mexico in relation to the agriculture and mining indus‐
try (Gladstone et al., 2021) is a good example of a situa‐

tion thatwould not be impacted by climate change agree‐
ments. Some cases are mixed, such as the deforestation
of the Amazon in Brazil (Amigo, 2020). It is both a case of
resource overuse, with wood being cut and exported as
land is cleared to make way for beef or sugar cane pro‐
duction, and a factor in climate change (Boulton et al.,
2022). That said, international schemes to preserve that
forest typically refers to global components, such as bio‐
diversity or its role in the carbon cycle (Leonte, 2019).

From a selfish standpoint, unsustainable resource use
is not problematic for firms or consumers who import the
products of that country, which is perhaps why there is
not that much pressure to address this. Impacts on firms
and consumers are not immediate, and they benefit from
lower prices. However, it also incites a lowering of environ‐
mental regulations to attract capital or support domestic
cost competitiveness. Adding barriers in syncwith sustain‐
able production processes at home would shield domes‐
tic firms from these competitive pressures. This would
favor an ecological transition domestically butmay be lim‐
ited in the promotion of such practices abroad. It would
likely not prevent the depletion of certain resources over
time. Moreover, barriers would likely not apply to com‐
modities that are not produced in the domestic economy,
such as tropical fruit in Northern countries, unless there
are worries it might harm substitutes.

In order to address these issues, a second option
would be for a country to give itself a consumption bud‐
get in addition to ecological norms of production. Trade
would be allowed if production targets are reached (say
in termsof emissions or resource use), but the embedded
characteristics of exports and imports would be taken
into account in the calculation of domestic consumption
levels. This would further prevent pollution havens and
mitigate material transfer from poor to rich countries.

These first two options raise two important issues:
(a) How are products to be compared through that inter‐
face so as to determine what should be let through and
what should not? And (b) how are environmental targets
to be determined and modulated through the interface?

Comparing products is not really an issue in the cur‐
rent regime. Since all commodities comewith a price tag,
there is already a singlemetric to compare them. Relative
prices across borders can thus be modified through tar‐
iffs, for example. However, from an environmental stand‐
point,many important dimensions of the production pro‐
cess are incommensurable, such as the rate of depletion
or use of certain resources, emissions, the impact on
wildlife, etc. (Planning for Entropy, 2022). As such, they
cannot be measured on a single, standardized scale and
then added up once we have the information on the
actual impact of a given production process. The situ‐
ation becomes even more complex if other things are
considered, such as work conditions or social impacts.
These different aspects thus need to be measured sep‐
arately, which could be done within a multidimensional
accounting framework encompassing the full life cycle
of a given product and the way economic processes
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associated with it impact society and the environment
in general (Planning for Entropy, 2022).

Once various dimensions have been measured, it will
be difficult to relate two different products or even two
similar products with substantially different production
processes. For example, if a process to grow tomatoes
usesmore energy but less water than another, which one
is to be preferred? Could imputed values be determined
to bring everything back to a singlemonetary scale,which
could then be used to adjust possible barriers? Various
methods have been devised to give monetary values or
prices to ecosystemic services (Liekens et al., 2014), but
they typically rely either on subjective assessments or
an estimation based on market prices of costs if there
is a change in the ecosystem (e.g., calculating the cost
of remediation). Relying on individual subjectivity raises
the same problem as before regarding what individuals
or firms actually take into account while costing methods
seem hard to implement if dimensions are truly incom‐
mensurable and there is no simple process to reverse
the consequences of a given action (for example, if some
non‐renewable resources are used). Consequently, it is
likely illusory to think that a tax could simply be tacked
onto the basic market price and represent adequately
everything that prices are not accounting for.

Quantitative (and qualitative) targets are obvious
alternatives, especially since environmental realities
have little to do with pricing. For example, it is the num‐
ber of tons of carbon emitted that impacts climate out‐
comes, not the price that was paid for them. As long as
firms and consumers can switch their budgets around,
modifying the pricewithout fixing strict limits in amounts
will not allow precise quantitative targets to be met.
Quantitative targets do not provide a single standard
with which to compare different products either. This
leaves two possibilities. Either one dimension, say car‐
bon, is deemed more essential, or it is taken as a refer‐
ence point, or several aspects are evaluated, and an arbi‐
trage process between them is put in place. The decision
on this front will, in turn, influence the second issuemen‐
tioned above, i.e., the determination of targets.

Suppose oneoverriding dimension is selected—let us
take carbon again as an example. In the first option, with
a trade interface relating only to domestic production
norms, indicators such as carbon emissions per unit of
product could be used so that domestic emission efforts
are not undermined by foreign practices. For instance,
importing a product could be allowed only if its produc‐
tion, transport, etc., entails a lower amount of carbon
emissions than a stated maximum—in essence, a prod‐
uct norm in terms of embedded carbon. Alternatively,
if society gives itself a quantitative production and con‐
sumption “budget” along that dimension, such as in the
second option, trade will then have to be done in a way
that this society does not exceed its budget. A combi‐
nation of quantitative targets in domestic production
and consumption would make sure that emissions are
not simply rendered invisible through import or export.

If production targets are reached, trade could be allowed
only to the extent that adding the carbon embedded in
net imports to the portion of production retained for
domestic consumption does not amount to a level above
the domestic consumption target. If there is only one fac‐
tor, the situation is not too complex since there is once
more a single standard with which products can be com‐
pared. However, it is unclear whether ecological sustain‐
ability can be reduced to a single dimension.

If many dimensions are under consideration, then
there can also be internal budget and production norms
for each of them separately, but it makes things much
more complex on the trade front. With respect to pro‐
tective barriers for production, a simple option would be
to put minimum standards for each dimension and force
any trading entity to follow them, there again creating a
sort of multidimensional product norm. If this is deemed
too difficult, then there arises an issue of arbitrage:What
is fair compensation for being below standards for a
given dimension? For example, could exemplary water
usage compensate for emissions that are slightly above
required levels? This would likely have to be determined
by policy. Adding consumption targets in the picture fur‐
ther complicates things, notably with respect to its allo‐
cation. With carbon quotas, there could, for example,
be a market for the quotas so that arbitrage between
products can simply be done through market processes.
If quotas are set for all sorts of dimensions, individual
accounting and decentralised trade will become more
complex. An arbitrage could be done ex‐ante, say by an
institution responsible for the trade interface, but that
would require a fair amount of planning with respect to
consumption and production and, thus, a systemic tran‐
sition at the same time as an ecological one.

One way to reorganize the economy to make this
possible would be to implement processes of demo‐
cratic planning, whereby production and consumption
are planned collectively by the communities concerned
instead of being left to market forces. Several theoreti‐
cal models have been devised in an attempt to demon‐
strate that it could be done at the level of a complex econ‐
omy, all of which would require a trade interface, and
there is currently a lively debate in that field (Planning
for Entropy, 2022; Tremblay‐Pepin, 2022). A careful study
of these models is beyond the scope of this article but
suffice it to say that the institutional changes required
would be relatively comprehensive.

It is certainly technically feasible to put in place a
trade policy to support the sustainability of domestic pro‐
duction processes and even to regulate overall consump‐
tion. While the first one may not be sufficient for an
ecological transition, the implementation of the second
one requires a fair amount of institutional and systemic
change in the economy once the multidimensionality of
ecological sustainability is taken into account. This may
be hard to put in place in the short run. In the mean‐
time, a third orientation for trade policy could help foster
change in that direction.
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Instead of setting barriers to protect production at
large or devising production and consumption budgets,
the trade interface could be linked to an explicit strat‐
egy of eco‐substitution, akin to the traditional strate‐
gies of industrial substitution but with a specific envi‐
ronmental focus. In this case, the trade interface would
be modulated to protect specifically some domestic ini‐
tiatives, such as sustainable agriculture, and to ward off
certain precise foreign practices, such as export‐focused
farming degrading groundwater resources, both in view
of developing shorter value chains and a greener and
more resilient domestic economy. If planned properly in
a dynamic fashion, this could pave the way for a more
comprehensive change in the structure of the economy
and perhaps herald a systemic and ecological transition.

5. Conclusion

The need for an ecological transition is ever more
present, and efforts must be made on many levels to
favor it. This article explores some strategies whereby
trade policy could be made to contribute to such a
change. While trade and financial liberalization are prob‐
ably hindrances to a transition and environmental pro‐
visions in current agreements seem relatively weak, an
active trade policy subordinated to a project of ecolog‐
ical transition could prove to be useful. The implemen‐
tation of such a policy would require important institu‐
tional work, but well designed, it could complement an
industrial policy aimed at reorganizing the economy to
make it more sustainable.

Many details remain to be worked out. For example,
setting targets for production and consumption along
many environmental dimensions, or arbitraging between
some of these dimensions, would probably require insti‐
tutions of their own to manage political and expert
debates. Reversing the current liberalising trend would
not only require different trade agreements in the future,
but it would also probably entail a renegotiation of exist‐
ing ones given the primacy they give to trade. Of course,
such a paradigmatic shift will likely be accompanied by a
fair amount of political resistance. All in all, the goal may
be conceptually relatively simple, but its implementation
can be expected to be complex. Nevertheless, given the
urgency of the situation, it is better to start working to
this end sooner rather than later.
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