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ABSTRACT

Climate change has become one of the most pressing concerns of the modern world.
Governments across the globe are adopting environmental policies aimed at reducing greenhouse
gas emissions and encouraging sustainable economic growth. At the same time, international
trade continues to expand under the framework of the multilateral trading system governed
primarily by the World Trade Organization (WTO). The interaction between climate policies and
international trade rules has therefore gained increasing importance in legal and policy
discussions. Measures such as carbon taxes, environmental standards, and renewable energy
subsidies may affect international trade flows and sometimes raise questions regarding their
compatibility with trade law.

This paper examines the relationship between climate change and international trade law
by analysing the role of the WTO legal framework, climate-related trade measures, and emerging
mechanisms such as carbon border adjustment policies. The study explores whether trade law
restricts environmental policy or can instead support global climate action. It also evaluates the
challenges faced by developing countries and proposes reforms to ensure that trade rules
contribute to sustainable development. The paper concludes that a coordinated approach between
environmental law and trade law is necessary to address climate change effectively while
maintaining a fair and open trading system.
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INTRODUCTION

Climate change has gradually transformed from a purely environmental issue into a broader
legal, economic, and political challenge. Rising global temperatures, melting glaciers, and
increasingly frequent extreme weather events demonstrate that climate change is no longer a
distant threat but an ongoing global reality. Governments and international institutions have
therefore begun to implement various policy measures aimed at reducing greenhouse gas
emissions and encouraging environmentally sustainable practices. At the same time, the
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international trading system has expanded significantly over the past few decades. Global trade
plays an important role in economic growth, technological innovation, and the distribution of
resources across countries. The modern multilateral trading system is largely regulated by the
World Trade Organization, which establishes rules designed to ensure that trade between nations
remains fair, predictable, and non-discriminatory.

However, the increasing adoption of climate-related policies has created new legal
questions within the international trading system. Environmental measures such as carbon taxes,
emission standards, and subsidies for renewable energy may affect the competitiveness of
imported goods. As a result, these policies sometimes lead to disputes concerning whether they
comply with international trade rules. Another important dimension of the relationship between
trade and climate change is that international trade itself contributes to greenhouse gas emissions
through production, transportation, and consumption of goods. At the same time, trade also
allows countries to access environmentally friendly technologies and renewable energy
equipment that may help reduce emissions. For these reasons, the interaction between climate
change policy and trade law has become an important subject of academic research and policy
debate. Understanding this relationship is essential for designing legal frameworks that address
environmental concerns without undermining the benefits of global trade.

RESEARCH OBJECTIVES

The purpose of this study is to examine the growing relationship between climate change policies
and international trade regulation within the contemporary global legal framework. One of the
central objectives of the research is to analyse how environmental measures adopted by different
countries interact with the rules of the World Trade Organization. The study seeks to understand
whether existing trade rules restrict national climate policies or whether they can operate in a
manner that supports environmental protection. In addition, the research aims to identify areas
where better coordination between international trade law and global climate governance may be
required. By analysing the current legal framework and recent policy developments, the study
intends to suggest ways through which trade rules may contribute more effectively to the broader
goal of sustainable development.

RESEARCH METHODOLOGY

This research is based primarily on a doctrinal and analytical method of legal study. The analysis
relies mainly on secondary sources such as academic books, peer-reviewed journal articles,
policy reports, and official publications relating to climate governance and international trade
regulation. These materials have been examined to understand the evolving relationship between
environmental policies and international trade law. The study also involves an examination of
international legal frameworks and institutional arrangements associated with the World Trade
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Organization as well as global environmental agreements such as the Paris Agreement. Relevant
policy discussions, legal provisions, and scholarly interpretations have been analysed in order to
identify the challenges that arise when climate measures affect international trade.

Conceptual Framework: Climate Change and Trade Regulation

Climate change refers to long-term alterations in global temperature and weather patterns,
largely caused by human activities such as industrial production, fossil fuel consumption, and
deforestation. Addressing climate change requires coordinated international efforts aimed at
reducing emissions and promoting sustainable development. International trade law, on the other
hand, governs the rules and principles that regulate cross-border trade between countries. These
rules are designed to prevent discriminatory trade practices and ensure equal opportunities for all
trading partners. Although climate change policy and trade law developed within separate legal
frameworks, their interaction has become increasingly significant. Environmental regulations
often influence production processes and costs, which in turn affect international trade flows.

For example, a country that imposes strict environmental standards on domestic
industries may increase production costs for its manufacturers. If imported goods are not subject
to similar environmental regulations, domestic industries may face competitive disadvantages.
To address this concern, governments sometimes introduce trade-related environmental
measures, which may raise legal questions under international trade rules. Thus, the relationship
between climate change and trade law is characterized by both cooperation and tension. While
trade can support environmental goals by spreading green technology, certain environmental
policies may also be challenged as potential trade barriers.

WTO Legal Framework and Environmental Protection

The international trading system recognizes that economic development should be balanced with
environmental protection. Although the agreements of the World Trade Organization do not
specifically address climate change, they include provisions that allow member states to adopt
environmental measures under certain conditions. One of the fundamental principles of WTO
law is the principle of non-discrimination. This principle requires that imported goods should not
be treated less favourably than similar domestic goods. The purpose of this rule is to ensure that
countries do not use regulatory measures to protect domestic industries unfairly.

At the same time, WTO law recognizes that governments may need to adopt policies
aimed at protecting the environment or public health. For this reason, Article XX of the General
Agreement on Tariffs and Trade allows certain exceptions that permit countries to adopt
measures necessary to protect human, animal, or plant life, as well as measures relating to the
conservation of natural resources. In practice, this means that environmental policies are not
automatically prohibited under trade law. Instead, such measures must satisfy certain legal
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requirements. They should be applied in a non-discriminatory manner and should not constitute
disguised restrictions on international trade. Through these provisions, the WTO attempts to
maintain a balance between the promotion of free trade and the protection of the environment.

Climate-Related Trade Measures
In recent years, governments have developed several policy tools that directly link climate policy
with trade regulation.

1 Carbon Border Adjustment Measures

One of the most widely discussed policies is the carbon border adjustment mechanism, which
seeks to address the problem of “carbon leakage.” Carbon leakage occurs when industries move
production to countries with weaker environmental regulations in order to avoid stricter climate
policies.

Under such mechanisms, imported goods may be required to pay a carbon price
equivalent to the price faced by domestic producers. The European Union has recently
introduced such a mechanism as part of its climate strategy. Although these measures aim to
promote environmental responsibility, they have also generated debate regarding their
compatibility with international trade rules.

2 Renewable Energy Incentives

Many governments provide financial support to encourage the use of renewable energy sources
such as solar, wind, and hydropower. These subsidies are intended to accelerate the transition
toward a low-carbon economy. However, under certain circumstances, subsidies may distort
international competition and may therefore be challenged under international trade law.

3 Environmental Standards

Countries may also introduce environmental standards that regulate the production methods or
emissions associated with certain goods. While such standards may contribute to environmental
protection, they may also affect market access for exporters.

Role of Trade in Promoting Climate Action

Despite potential conflicts, international trade can also contribute positively to global climate
action.One important advantage of trade is that it facilitates the spread of environmentally
friendly technologies. Through international markets, countries can access renewable energy
equipment, energy-efficient machinery, and pollution-control technologies that may not be
available domestically.
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Trade can also encourage innovation by creating larger markets for green technologies.
When companies know that environmentally friendly products can be sold internationally, they
may invest more resources in research and development. Furthermore, international trade
agreements increasingly include environmental provisions that promote sustainable development
and cooperation between countries.

Challenges in Integrating Trade Law and Climate Policy

Although progress has been made, several challenges continue to affect the relationship between
trade law and climate policy. First, there is a risk that environmental measures may be used as a
form of disguised protectionism. Some countries may impose strict environmental standards
primarily to protect domestic industries rather than to address environmental concerns. Second,
developing countries often face difficulties in meeting strict environmental standards due to
limited technological and financial resources. Climate-related trade measures may therefore have
unequal economic effects. Third, the international legal framework governing climate change
and trade is fragmented. Climate policy is largely guided by international environmental
agreements, while trade law is governed by WTO rules. The lack of strong coordination between
these systems sometimes creates legal uncertainty.

SUGGESTIONS FOR IMPROVEMENT

In order to strengthen the relationship between climate policy and international trade regulation,
certain practical steps may be considered. First, better coordination between global climate
institutions and the World Trade Organization is required. Climate governance frameworks such
as the Paris Agreement focus primarily on emission reduction commitments, while international
trade rules emphasize market access and non-discrimination. Greater dialogue between these two
systems would help ensure that environmental measures adopted by countries are consistent with
international trade obligations and reduce the possibility of legal conflicts.

Second, climate-related trade measures should be designed with transparency and
fairness. Instruments such as carbon border adjustments or environmental standards should not
function as hidden trade barriers. Instead, they should be implemented in a manner that treats
domestic and imported products equally and reflects genuine environmental objectives.

Third, the concerns of developing countries must be addressed more carefully. Many
developing economies lack sufficient financial resources, infrastructure, and technological
capacity to adopt cleaner production methods immediately. International cooperation through
financial support, technology transfer, and technical assistance can help these countries
participate more effectively in global climate initiatives without suffering unnecessary trade
disadvantages.
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Fourth, international trade policies should encourage the movement of environmentally
friendly goods and technologies across borders. Reducing tariffs and other restrictions on
renewable energy equipment, clean technology, and energy-efficient products would make
sustainable solutions more accessible and affordable for many countries.

Finally, future trade agreements should incorporate environmental commitments in a
more structured way. Including sustainability provisions within trade agreements can help align
economic development with environmental protection and promote long-term global stability.

CONCLUSION

The relationship between climate change and international trade law is both complex and
evolving. On the one hand, global trade contributes to greenhouse gas emissions through the
production and transportation of goods. On the other hand, trade also plays a crucial role in
spreading green technologies and supporting sustainable economic development.

The legal framework of the World Trade Organization provides certain mechanisms that
allow environmental protection measures while maintaining fair competition among trading
partners. However, the increasing use of climate-related trade policies has raised new legal
questions that require careful consideration. A cooperative international approach is therefore
essential. Trade rules should be interpreted and developed in a manner that supports global
climate objectives while maintaining the integrity of the multilateral trading system. In the long
term, strengthening the coordination between environmental agreements and trade law will be
necessary to ensure that economic growth and environmental sustainability progress together.
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