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Abstract
The urgency to tackle climate change has placed sustainable development at the centre of recent trade
related debates. An emerging consensus is that trade should be considered and can be used as means
to achieve sustainable development goals. As the circumstances are changing, one issue to be addressed
is how to adjust trade negotiations which used to be the main approach to pursuing market opening
and liberalization with the support of the theory of comparative advantage. In this context, this paper
examines trade negotiations on environmental services by focusing on developing countries’ participation.
Environmental services and related trade play a critical role in achieving environmental and sustainable
development goals. Nevertheless, developing countries’ participation in environmental services trade
negotiations has been limited. By analysing the reasons behind such limited participation and assessing
some new approaches, this paper attempts to explore how environmental services trade negotiations
could be adapted to better engage developing countries and serve Sustainable Development Goals.
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1. Introduction
The importance of environmental services has long been underestimated. Let alone trade in
environmental services. While any modern society cannot function properly without such
basic services as sewage treatment, waste collection and disposal, street cleaning, etc., very few
people know the exact components of environmental services. Probably even fewer people
know how environmental services are traded, who are driving those transactions, where trade
flows go, and what are the trends in that area. The entry into force of the General Agreement
on Trade in Services (GATS) in 1995 and trade negotiations within and outside the WTO
since then have largely deepened worldwide understanding of environmental services and related
trade. In recent years, the role of environmental services and related trade has gained more trac-
tion as the pursuit of sustainability and the urgency for climate change mitigation and adaptation
have become the consensus of the international community.

Compared to other services, environmental services usually refer to those services provided to
mainly achieve environmental goals. In the GATS context, environmental services are usually
those classified under the heading ‘Environmental Services’ in the Sectoral Classification List
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(MTN.GNS/W/120, 10 July 1991, hereinafter ‘W/120’) and the 1991 provisional version of the
United Nations Central Product Classification (CPC). These services can be divided into two
broad categories, namely, infrastructure environmental services and non-infrastructure environ-
mental services. Infrastructure environmental services include wastewater treatment, refuse col-
lection and disposal services, and street cleaning services. Non-infrastructure environmental
services usually cover air pollution prevention and mitigation, noise abatement and remediation
of pollution sites, among others. In addition to ‘Environmental Services’ in a strict sense, various
services classified under other sectoral headings in W/120 such as engineering services, architec-
ture services, technical analysis and testing services and installation and repair services are also
important even essential to address the challenges posed by climate change and other environ-
mental or sustainability issues. In particular, services are supplied in the R&D, design, generation,
transmission, distribution and sale of renewable energy, which are arguably supplied to serve
environmental goals as well. Therefore, in a broad sense, environmental services are sometimes
referred to as ‘environmental and related services’.

In addition to being supplied independently to achieve environmental goals, environmental
and related services are often offered as a package together with environmental goods. They con-
tribute not only to environmental benefits of using the final product, but also to its characteristics
such as recyclability over its life cycle. For instance, research and development services contribute
to sustainable material technology, more energy-efficient production processes, and less waste;
distribution, marketing, and installation services are essential for installing the equipment
when it is exported.

Governmental intervention is an important feature of environmental services. Some environ-
mental services (e.g., sewage, waste treatment) are supplied, or heavily subsidized, by public
authorities due to their characteristics of natural monopolies or public goods. Some environmen-
tal services (e.g., pollution mitigation, noise abatement, remediation of pollution sites) are pro-
vided as a result of the compliance with environmental requirements. In any event,
governmental policies and regulations are the main market driver of environmental services
and directly affect both the demand and supply of environmental services in a given market.
As such, an economy’s environmental services market including its imports and exports, to a
large extent, depends on a government’s will, capacity and means to promote and regulate envir-
onmental services. Given developed countries’ dominant position in both supply and demand of
environmental services, their environmental requirements and standards are the driving force of
global trade in this respect.

Nowadays, with environmental concerns occupying the forefront of domestic and inter-
national policies, WTO Members have intensified regulatory efforts to address environmental
challenges, including those focusing on climate change mitigation and adaptation and circular
economy, which would have significant impacts on the trends of environmental services. In
this context, the crucial role of services in the implementation of domestic and international
environmental policies is being highlighted, which goes beyond traditional environmental ser-
vices. For instance, construction services for renewable energy projects; weather forecasting
services for disaster preparedness; waste management and recycling as important contribution
to the transition to a circular economy. Moreover, services are also integrated into the UN
Sustainable Development Goals (SDGs).1

Like other services, environmental and related services are traded through the four modes of
supply: for example, cross-border supply of environmental consulting or engineering design

1For instance, SDG 7 aims at ensuring access to affordable, reliable, sustainable, and modern energy for all. This includes
increasing energy efficiency and facilitating access to clean energy. Achieving this goal requires a wide range of services,
including engineering, construction, and design. Moreover, renewable energy technologies are sold with several services,
such as installation, maintenance, and repair services, that are essential for a consumer to effectively use the technology.
Services are also important for achieving other SDGs such as sustainable cities and communities (SDG 11), responsible pro-
duction and consumption (SDG 12), and climate action (SDG 13) (accessed 12 November 2022).
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services (mode 1), shipbreaking or equipment recycling abroad (mode 2), establishment of waste-
water treatment facilities with foreign investment (mode 3), and foreign engineers involved in
solar panel installation (mode 4). It has been recognized that trade in environmental services
can support the diffusion of environmental technologies, increase the availability and accessibility
of environmental services globally, and help scale activities and initiatives necessary for climate
change mitigation and adaptation.2 Considering the importance of trade in environmental
services, para 31(iii) of the Doha Declaration called for ‘the reduction or, as appropriate, elimination
of tariff and non-tariff barriers to environmental goods and services’ with a view to ‘enhancing the
mutual supportiveness of trade and environment’.

Environmental services were part of the first round of services negotiations under Article XIX
of the GATS that began in 2000.3 Several negotiating proposals were submitted in the first years
of the negotiations with various issues raised, concerning the classification and definition of
environmental services, trade restrictions, and domestic regulation.4 Environmental services
were also covered in many regional trade agreements (RTAs). Recently, a few developed country
Members have initiated exploratory discussions on environmental services in the Special Session
of the Council for Trade in Services. In 2020, a group of WTO Members launched the Trade and
Environmental Sustainability Structured Discussions (TESSD). The TESSD initiative currently
has 77 WTO Members participating in the discussions on various environmental sustainability
related issues including promoting and facilitating environmental goods and services. Another
group of 80 Members have also initiated discussions to explore how the WTO could contribute
to the efforts to reduce plastics pollution and promote the transition to more environmentally
sustainable trade in plastics. Trade in environmental services such as waste management and
related services are integral to addressing plastics pollution as well.

While no one seems to have questioned the critical role of environmental services and related
trade in achieving global environmental goals, so far developing countries’ participation in envir-
onmental services negotiations has been limited. Moreover, developing countries have expressed
their reluctance on liberalization issues related to environmental and related services. They note
that GATS Art. XIX:2 and XIX:3 allow developing country Members to open their domestic
services market at a slower pace and that they are not expected to reciprocate in terms of their
liberalization given their developmental levels.5 Trade negotiations including those on environ-
mental goods and services, supported by the theory of comparative advantage, were the main
approach to pursuing market opening and liberalization. The urgency to tackle climate change
has placed sustainable development at the centre of recent trade related debates. An emerging
consensus is that trade should be considered and can used as means to achieve SDGs. As the
circumstances are changing, one issue to be addressed is how to adjust trade negotiations to
reconcile the pursuit of economic growth with environmental goals. In considering this issue,
this paper focuses on trade negotiations in one area: environmental services. By analysing the
reasons behind developing countries’ limited participation and assessing some new approaches,

2J. Monkelbaan and S. Kar, ‘Accelerating Decarbonization through Trade 2022 in Climate Goods and Services’, World
Economic Forum, September 2022, www3.weforum.org/docs/WEF_Accelerating_Decarbonization_through_Trade_2022.
pdf (accessed 12 November 2022).

3GATS Article XIX provides: ‘In pursuance of the objectives of this Agreement, Members shall enter into successive
rounds of negotiations, beginning not later than five years from the date of entry into force of the WTO Agreement and
periodically thereafter, with a view to achieving a progressively higher level of liberalization. Such negotiations shall be direc-
ted to the reduction or elimination of the adverse effects on trade in services of measures as a means of providing effective
market access. This process shall take place with a view to promoting the interests of all participants on a mutually advan-
tageous basis and to securing an overall balance of rights and obligations.’

4Proposals include WTO document S/CSS/W/112, 1 October 2001; WTO document S/CSS/W/51, 14 March 2001; WTO
document S/CSS/W/121, 27 November 2001; WTO document S/CSS/W/142, 22 March 2002; WTO document S/CSS/W/38,
22 December 2000; WTO document S/CSS/W/76, 4 May 2001; WTO document S/CSS/W/25, 18 December 2000.

5Article XIX of the General Agreement on Trade in Services.
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this paper attempts to explore how environmental services trade negotiations could be adapted to
better engage developing countries and serve sustainable development goals.

This rest of the paper proceeds as follows: Section 2 presents the state of play of environmental
services market in developing countries; Section 3 analyses developing countries’ positions in
WTO negotiations on trade in environmental services; Section 4 examines the engagement of
developing countries on environmental services in FTAs; Section 5 discusses new approaches
to negotiations on trade in environmental services. The paper concludes in Section 6.

2. Environmental Services Markets in Developing Countries: State of Play Based on
Limited Data
2.1 Limited Data

Lack of data is one of the key challenges for any analysis of environmental services and trade in
environmental services, which makes informed decision-making including that on trade negotia-
tions extremely challenging. Environmental services are hardly clearly defined at either the
national or the international level, and data are hardly reported or collected with environmental
services disaggregated from other sectors.6 Accurate information regarding the size of the global
environmental services market is simply not available. According to the WTO estimates, envir-
onmental services are the least traded services sector, representing only 0.2% of world trade in
services in 2017.7

There may exist some sporadic information that could be used to shed some light on the envir-
onmental services market at certain levels, in certain aspects, or in some economies or regions.
For example:

• According to the estimates of the 2013 Report on Environmental and Related Services by the
United States International Trade Commission (USITC), revenues in the global environ-
mental services market increased by 41% to 505.5 billion USD between 2000 and 2010;
water and wastewater services accounted for 49% of the market in 2010, solid and hazardous
waste services accounted for 32%, and remediation services accounted for 8%.The United
States accounted for the largest share of the global environmental services market in 2010
(38%), followed by Western Europe (28%) and Japan (11%). Developing countries accounted
for a very small share of the global market (Asia excluding Japan 8%, Latin America 5%,
Middle East 2%, and Africa 1%).8

• At the firm level, the Engineering News-Record (ENR) compiles and publishes annually the
world’s top 200 firms providing environmental services covering hazardous/solid waste
management and disposal, nuclear waste management and disposal, wastewater treatment,
environmental management, environmental science, and other environmental services.
According to ENR, the top 200 firms’ environmental services revenue was 58.9 billion
USD in 2019, jumped substantially to 90.2 billion USD in 2020, and reached $112.7 billion
at the end of 2021.9 More than half of the revenue was generated in the United States. Of the
non-US revenue, in 2021, Europe accounted for 58.1%, Asia 14.8%, Canada 8.5%, Australia
and New Zealand 7.6%, Latin America 4.5%, Africa 4.1%, and Middle East 2.4%. Of the 200

6For example, the Extended Balance of Payments Services (EBOPS) Classification SJ32 provides data on trade in waste
treatment and de-pollution, agriculture, and mining services between 2005 and 2017 without disaggregating waste treatment
and de-pollution from the rest.

7‘World Trade Report 2019: The Future of Services Trade’, World Trade Organisation, 2019, p. 25. Updates on this data are
not available yet.

8‘Environmental and Related Services’, Publication 4389, USITC, March 2013.
9‘Engineering News Record Top 20 Environmental Firms’, Engineering News Record, www.enr.com/toplists/#Top%

20Environmental%20Firms (accessed 5 August 2023).
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listed firms, about 90% are based in the US, and the rest are in Europe, Canada, and
Australia with one exception in the 2021 list. For the first time, a company from a develop-
ing country was listed: Larsen & Toubro LTD, based in Mumbai, India was ranked No. 3 on
the list, reporting 4.83 billion USD environmental services revenue, mainly from its work in
renewable energy, air quality, and waste infrastructure.10 The firm-level data not only con-
firm that the share of developing countries in the global environmental services market is
very small, but also shows that developed countries have a comparative advantage in envir-
onmental services.

• The firm-level data also show that the global environmental services market is highly concen-
trated. According to the ENR, in 2021, the top 20 firms had the global market share of
78.6% in hazardous waste management, 82.7% in water treatment, and 70.8% in wastewater
treatment; the share reached 80.5% and 91.8% for the top 10 firms in air-quality services
and nuclear waste treatment, respectively.11 Most of these firms are based in the United
States, and the rest are from Western European. A case-study by OECD confirms that com-
panies engaging in environmental consulting and engineering services exports, mainly
through mode 3, tend to be of large size and all from North America and Western
Europe; the market is also concentrated in these two geographical areas.12

• According to the Eurostat estimates, the European Union (EU) environmental economy as a
whole grew by 4.4% in 2018, generating a total gross value added (GVA) of EUR 306.8
billion and contributing 2.3% to the EU GDP. The majority of gross value added and
employment in the EU environmental economy is related to environmental goods and ser-
vices sold, or intended to be sold, on the market.13 The Eurostat estimates that market out-
put of environmental goods and services has generated EU-wide 90,000 new full-time
equivalent jobs in 2018. Most employment in the environmental economy is related to
waste management, the production of renewable energy, and energy-efficiency measures.14

In 2018, environmental goods and services contributed to the economy-wide exports by
almost 10% in Finland, around 6% in Romania, Austria, and Denmark; Finland exports
large amounts of wood and paper products, Romania exports products for protection of
ambient air and climate, whereas equipment for renewable energy production accounts
for a significant share of the environmental goods and services exports of Austria and
Denmark. These data suggest that environmental goods and services have been growing
fast in the EU in recent years and have constituted an important contribution to the EU
economy including trade. These data could also be used to derive sector-specific indicators,
including services value added. For example, gross value added of the renewable energy
sector comprises energy production itself but also the manufacturing of equipment such
as photovoltaic cells and wind turbines, the installation of equipment, and any related
research, consultancy, and management services.15

That some information on environmental goods and services as a sector (EGSS) in the EU
market is available is thanks to the EU Regulation 2015/2174 of 24 November 2015 which

10‘ENR 2022 Top 200 Environmental Firms’, Engineering News Record, www.enr.com/toplists/2022-Top-200-Environmental-
Firms-Preview (accessed 5 August 2023).

11Ibid.
12J. Sauvage and C. Timiliotis, ‘Trade in Services Related to the Environment’, COM/TAD/ENV/JWPTE(2015)61/FINAL,

OECD, 27 March 2017, pp. 27–28.
13‘Environmental economy – statistics by Member State’, Eurostat Statistics Explained, https://ec.europa.eu/eurostat/

statistics-explained/index.php?title=Environmental_economy_%E2%80%93_statistics_by_Member_State&oldid=571372#
Key_figures (accessed 5 August 2023). The remainder of the environmental economy stems from production for own use
(ancillary or final) or for non-market purposes (as give-away for free or at non-significant prices).

14Ibid.
15Ibid.
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made EGSS data reporting mandatory within the EU. But this is not the case for other regions or
for most countries. There is very little information on the size of environmental services markets
in developing countries, let alone their capacity to engage in environmental services trade.

To square the circle, this paper attempts to get a sense of environmental and related services in
developing countries based on their environmental goods market. This is because environmental
services are usually supplied together with the sale of environmental goods. Various services such
as installation, maintenance, monitoring, and repair services are also needed for the efficient use of
environmental goods. In addition, services are necessary for the manufacturing of environmental
goods. For example, a case study of a Chinese manufacturer of solar cells and solar modules found
that the activity involved over 40 different services despite the manufacturing of solar cells and
solar modules being a relatively low value-added activity.16 The services involved in the value
chain include traditional environmental services such as sewage water treatment, and a variety
of other services spanning across imports, sales and exports, operations, management, and in fac-
tory and factory-related services such as quality control, packaging, security, cleaning, and canteen
operations.17 The complementarity between environmental goods and services may help us have a
glimpse of environmental and related services through the lens of environmental goods.

Figures 1 and 2 show the average exports and imports of environmental goods calculated
based on the IMF Climate Change Dashboard as the dataset.18 It is evident that there is a
large gap between environmental goods imports and exports by low income countries and
lower middle income countries as compared to upper middle income countries and high-income
countries. For instance, in 2021, while low income countries only accounted for 0.5% and lower
middle income countries account for 8.4% of the total imports of environmental goods, upper

Figure 1. Average exports of environmental goods (2011–2021)
Source: Calculations based on ‘Cross Border Indicators’, IMF Climate Change Dashboard, https://climatedata.imf.org/pages/bp-
indicators (accessed 5 August 2023).

16Q. Zhao, ‘Services in Global Value Chains: Solar Panel Manufacturing in China’, International Trade Center and Fung
Global Institute, 9 April 2015, p. 3.

17Ibid.
18‘Cross Border Indicators’, IMF Climate Change Dashboard, https://climatedata.imf.org/pages/bp-indicators (accessed 5

August 2023).
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middle income countries and high-income countries accounted for 30.9% and 60.9% of total
imports of environmetnal goods respectively.19 In the case of environmetnal goods exports,
low income countries and lower middle income countries only accounted for 0.12% and 3% of
total environemtnal goods exports. However, upper middle income countries and high-
income countries accounted for 37.78% and 59.03% of total enviornmetnal goods exports
respectively.20 Given the complementarity between environmental goods and services, such as
environmental goods, environmental services are mostly traded between developed economies.
Thus, our assessment is that the share of developing economies in the global environmental
services market, including trade, is very small, consistent with the findings of the 2013 USITC
Report.

2.2 Environmental Laws and Market Potential

Environmental problems are a negative market externality as the cost of the damage is incurred
by the society and not the producer. Environmental laws and policies are thus introduced to
internalize the social cost of the environmental problems and address market imperfections.
However, environmental laws and policies have also created markets for environmental goods
and services. For instance, following legislation on air pollution control, Japan experienced an
expansion of its air pollution industry in the 1970s and early 1980s.21 In the Netherlands, efforts
to overcome land contamination problems led to the development of advanced soil remediation
technologies.22 With growing awareness about the impact of environmental problems, a growing
number of countries, including most developing countries, have put in place environmental laws
and policies to tackle various issues such as deforestation, GHG emissions, and circularity as
shown in Figure 3.

Figure 2. Average imports of environmental goods (2011–2021)
Source: Calculations based on ‘Cross Border Indicators’, IMF Climate Change Dashboard, https://climatedata.imf.org/pages/bp-
indicators (accessed 5 August 2023).

19Based on calculations of the IMF data.
20Based on calculations of the IMF data.
21S. Zarilli, ‘International Trade in Environmental Services and Developing Countries’ in Energy and Environmental

Services: Negotiating Objectives and Development Priorities, UNCTAD/DITC/TNCD/2003/3, 2003, pp. 287–330.
22Ibid.
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Considering the crucial role of services in environmental activities, the implementation and
enforcement of environmental laws and policies may theoretically lead to growing demands
for environmental and related services in developing countries. These laws and policies could
also be a factor contributing to the creation of markets for environmental technologies and instal-
lation of environmental devices by mandating standards such as performance-based standards or
technology-based standards.23

However, environmental services markets cannot be created solely through the enactment of
environmental laws and policies. Many factors need to be in play for government regulations to
effectively affect supply and demand. Given the capital-intensive nature of environmental activ-
ities, resources constraints are one of the main impediments preventing developing countries
from effectively implementing environmental laws and policies. Noting that financing is critical
for the growth of the environmental industry in developing countries, multilateral environmental
agreements (MEAs), including the UNFCCC, the Kyoto Protocol. and the Paris Agreement, all
highlight the role of international investments in developing countries’ efforts to pursue the
environmental goals, including climate change mitigation and adaptation. Meanwhile, developing
countries have often adopted laws and policies to attract foreign investment to overcome envir-
onmental challenges. For example, 30% of the investment policy measures adopted in climate-
change related sectors between 2010 and 2022 concerned liberalization, mostly relating to the
unbundling of the energy market or the privatization of state-owned enterprises (SOEs).24

Seven developing countries (China, Ethiopia, India, Indonesia, Syria, Türkiye, and the United
Arab Emirates) adopted measures to open their electricity market to private and/or foreign
investment during the last decade, while the Philippines and the United Arab Emirates have
also adopted measures specifically to open the renewable energy sector to foreign investors.
The remaining measures are aimed at promoting investment in renewable energy generation
and in green technologies, or at introducing regulations to promote the green energy transition.25

Investment related environmental measures often focus on specific environmental objectives
or concerns such as the promotion of green sectors and/or technologies, renewable energy,

Figure 3. Number of Climate Laws by Country
Source: John Letzing, ‘These laws have formed a foundation to fight climate change’, World Economic Forum, 14 April 2023, www.
weforum.org/agenda/2023/04/these-laws-have-formed-a-foundation-to-fight-climate-change/ (accessed 5 February 2023).

23G. Ferrier, ‘The Global Environmental Market: Trends and Characteristics’ in lndustry Technology, and the Environment:
Competitive Challenges and Business Opportunities, OTA-ITE-586, US Congress, Office of Technology Assessment, January
1994, pp. 89–116.

24M. Closset and M. Meloni, ‘Investment Policy Trends in Climate Change Sectors 2010–2022’, Investment Policy
Monitor, Special Issue 9, UNCTAD, September 2022, p. 2.

25Ibid.
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electricity, and water.26 As shown in Figure 4, there has been a rise in international investment for
climate change mitigation and adaptation.27 Private sustainable finance in emerging market and
developing economies rose to a record $250 billion last year.28 While developing countries have
often highlighted their adaptation needs, the investment has been concentrated on climate change
mitigation with mitigation projects accounting for more than 95% of international climate invest-
ments.29 The number of adaptation projects with international investment is also high in devel-
oping countries focusing on water management.30

Developing countries are experiencing population growth, fast-paced urbanization, and indus-
trialization along with economic growth aspirations. There is also growing environmental aware-
ness, which is increasingly being translated into implementing and enforcing environmental laws
and policies and undertaking international environmental obligations.

Overburdened by the export of waste from developed countries, several developing countries
have adopted legislations that do not permit the import of waste.31 However, waste management
and related services presents good trade opportunities for both developed and developing coun-
tries as developed countries have the technology, capacity, and resources which are needed in
developing countries. In this context, the environmental industry including environmental and
related services may have opportunities to grow in developing countries.32 For example, Larsen
& Toubro LTD., the Indian company ranked No.3 in the Top 200 Environmental Firms, bene-
fited from new governmental policies in clean water and sanitation that are driving market

Figure 4. International mitigation and adaptation investment projects, 2011–2021 (Billions of dollars)
Source: UNCTAD, based on information from Financial Times Ltd, fDi Markets (www.fdimarkets.com) for greenfield projects and Refinitiv
SA for international project finance deals.

26Ibid.
27‘International Tax Reforms and Sustainable Development’, World Investment Report 2022, UNCTAD/WIR/2022,

UNCTAD, p. 35.
28T. Ehlers, C. Gardes-Landolfini, F. M. Natalucci, and A. Prasad, ‘Scaling Up Private Climate Finance in Emerging

Economies’, Financial and Monetary Systems, World Economic Forum, 14 October 2022, www.weforum.org/agenda/
2022/10/how-to-scale-up-private-climate-finance-in-emerging-economies (accessed 15 March 2023).

29‘International Tax Reforms and Sustainable Development’, supra n. 27.
30Ibid.
31M. George, ‘Global Waste Trade and its Effects on Landfills in Developing Countries’, Global Waste Cleaning Network,

14 November 2021, https://gwcnweb.org/2021/11/14/global-waste-trade-and-its-effects-on-landfills-in-developing-countries/
(accessed 8 August 2021).

32S. Zarrilli (n. 21).
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opportunities in India.33 However, in general, insufficient financing, and competing needs and
interests may create challenges for the growth of the environmental industry in developing coun-
tries. For instance, it is estimated that the climate change adaptation market could be worth $2
trillion per year by 2026, with the developing world standing to benefit from much of this.34

However, so far, the growth of international private investment in climate change has been con-
centrated in developed countries and in particular in the deployment of renewable energy35 and it
remains highly challenging to channel such investment into developing countries and to address
their broader environmental and developmental concerns.

Very small market size and lack of capacity to engage in trade are the state of play of envir-
onmental services for most developing countries. Developing countries also see the need and
great potential for environmental services, including trade and investment opportunities.
Therefore, when facing negotiations on trade in environmental services, the essential question
for developing countries is what can they gain from the negotiations.

3. Developing Countries’ Position in WTO Negotiations on Trade in Environmental
Services
3.1 Overview of WTO Negotiations on Trade in Environmental Services

WTO Members’ GATS commitments on environmental services are limited as compared to
other sectors. Only 59 Members (counting the EU-25 as one) have undertaken specific commit-
ments in at least one of the seven environmental services sub-sectors listed in the CPC. This may
be due to the low level of environmental awareness during the Uruguay Round and the limited
role of the private sector in the provision of these services.36 In comparison, the level of commit-
ments on environmental services is notably higher in the case of recently acceded Members. All
of the 36 recently acceded Members have undertaken commitments on environmental services
due to the particular nature of the WTO accession negotiation.

During the multilateral services negotiations launched in 2000 pursuant to Article XIX of the
GATS and later integrated in the DDA, 25 Members – most of them being developed economies
– offered new or improved commitments on environmental services,. Several Members had also
expressed willingness to reduce or eliminate trade restrictive measures in this area during the
Ministerial level Signalling Conference held in 2008.37 These aspirations did not materialize
due to a slowdown in the negotiations. In any event, there is no enthusiasm from developing
country Members to undertake specific commitments on environmental services under the
GATS.

Negotiations on trade in environmental services under the GATS, not different from the nego-
tiations on trade in other service sectors, are aimed at achieving a higher level of liberalization,
which ‘shall be directed to the reduction or elimination of the adverse effects on trade in services
measures as a means of providing effective market access’ (GATS Article XIX). More specifically,
the negotiations shall pursue new or improved GATS commitments on environmental services by
WTO Members, which are undertaken under four modes of supply, i.e. the forms of services
trade transactions.

Like other service sectors, environmental services are traded through all four modes of supply.
However, the importance of each mode varies depending on the service that is being supplied.

33Engineering News Record (n. 10).
34A. Chugh and N. Cooper, ‘How Climate Finance and Adaptation can Help Support Vulnerable Countries’ (Climate

Change, World Economic Forum, 7 November 2022), https://www.weforum.org/agenda/2022/11/cop27-how-climate-
finance-and-adaptation-can-support-vulnerable-countries/ (accessed 15 January 2023).

35M. Closset and M. Meloni (n. 24).
36Note by the Secretariat on Experiences in the Promotion and Facilitation of Environmental Goods and Services, WTO

document INF/TE/SSD/W/18, 23 March 2022, para. 2.89.
37WTO document JOB(08)/93, 30 July 2008, paras. 19 and 20.
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Commercial presence (mode 3) is the predominant mode for the supply of environmental
services due to the nature of environmental services and their infrastructural needs. Movement
of natural persons (mode 4) is also important for the supply of environmental services as
firms usually need to send abroad managers or technicians with specialized skills when operating
through affiliates, and professionals, such as environmental consultants, often physically
supply their services abroad. While cross-border supply (mode 1) traditionally had limited sig-
nificance in reference to environmental services, technological advancements have opened new
opportunities for this mode. During the DDA negotiations, it was observed that while delivering
infrastructure environmental services typically necessitated local service providers’ physical pres-
ence in the market, environmental consultancy services – such as designing and implementing
waste management plans or providing advice on eco-friendly solutions – could be offered across
borders.38

A key issue raised and extensively discussed during the DDA negotiations on environmental
services was classification. It appeared to be a general view that the classification of environmental
services contained in W/120 was inadequate as it focused on ‘end-of-pipe’ technologies
(i.e. cleaning pollution) without capturing a range of activities aimed at preventing environmental
degradation. Several written proposals pointed to this problem and submitted modifications of
the classifications in W/120, which normally broadened the list of core environmental services
and identified a list of environmental-related services, namely services that were not environmen-
tal per se, but nevertheless contributed to the provision of environmental services or overlap with
environmental services in terms of end-use, such as construction, engineering, R&D, technical
analysis services, etc.39

Barriers to trade in environmental services as identified by Members during the DDA nego-
tiations included monopolies and exclusive providers, restrictions on legal forms, equity limita-
tions, tax discrimination, limitations on the ownership of specific assets (such as landfills and
sewage systems), requirement of joint training with a local firm, unspecified licensing and
approval requirements, unspecified economic needs tests, etc.40 Lack of transparency of regula-
tory regimes and inconsistent or arbitrary enforcement of environmental laws and planning
restrictions were also mentioned.41 Multilateral negotiations on trade in environmental services
were targeted at eliminating or reducing these barriers with a view to enhancing market access
in this sector.

While there were two negotiating proposals on environmental services from developing coun-
try Members (Colombia and Cuba) during the DDA negotiations,42 developing countries were
generally on the defensive in negotiations aimed as further trade liberalization in environmental
services. In the context where trade negotiations are deemed as exchanges of concessions, i.e.,
market opening, developing countries seem not convinced that they can benefit from making
concessions or liberalization in environmental services. They argue that liberalization would
address neither the substantial trade distorting effect of subsidies of developed countries in
this sector, nor infrastructure and capacity gaps in developing countries.43 In their view, such

38WTO document TN/S/W/28, 11 February 2005, para. 5.
39Background Note by the Secretariat on Environmental Services, WTO document S/C/W/320, 20 August 2010; WTO

document JOB/SERV/299/Rev.4, 21 July 2022; WTO document JOB/SERV/308, 22 June 2021.
40WTO document S/CSS/W/38, 22 December 2000, para. 12; WTO document S/CSS/W/76, 4 May 2001, para. 9.
41WTO document S/CSS/W/51, 14 March 2001; WTO document S/CSS/W/112, 1 October 2001.
42WTO document S/CSS/W/121, 27 November 2001; WTO document S/CSS/W/142, 22 March 2002. In S/CSS/W/121,

Colombia proposed that developed countries undertake market access commitments for the movement of natural persons
in order for trade in services to become more balanced. According to Cuba’s proposal S/CSS/W/142, negotiations will
have to provide appropriate guarantees with regard to: (i) the real transfer, on a favourable commercial basis, of technologies
which ensure competitiveness; (ii) the transfer of associated know-how; (iii) the creation of national technical capabilities,
both human and institutional, to promote development of these services; and (iv) the export of services from developing
countries in the modes of supply identified as being of interest to them.

43WTO document JOB/SERV/303, 23 November 2020, para. 1.16.
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liberalization was being discussed for (developed countries’) economic interests rather than envir-
onmental interests. For example, a developing country Member noted that considering the his-
tory of services negotiations, specific commitments were made in the areas of comparative
advantage for developed industrialized countries and did not reflect the interests and comparative
advantage of developing countries.44 According to developing countries, some of the barriers to
trade identified by developed country Members were legitimate policy requirements for them
rather than barriers, and Members had a right to establish environmental legislation as they
saw necessary.45 Even in the discussion on classification of environmental services, developing
country Members underlined the importance of broad considerations, including different levels
of social and economic development among Members and the needs of developing countries.46 In
this context, developing country Members highlighted their need to maintain the flexibility to
design their domestic frameworks and regulations in accordance with their national realities, pri-
orities, and development strategies. Some such Members also pointed to their interest in commer-
cially meaningful outcomes in mode 4, an area where many developing countries believe they
have comparative advantage, and requested that developed countries undertake commitments
on market access in mode 4 for balanced trade in services.47

Developing countries’ overall defensive position in trade negotiations on environmental
services is an interesting phenomenon. One may think that given their need for investment,
developing countries can benefit from the liberalization of services trade under mode 3 and
should have the motivation to engage in the negotiation. However, developing countries appear
not convinced that liberalization commitments would necessarily entail foreign investment. This
is understandable as in practice, investment decisions depend on multiple factors such as market
potential and trends, risks and returns, the regulatory framework including taxation and payment
systems in the receiving country, etc. While liberalization commitments on mode 3 may be inter-
preted as signals welcoming foreign investment, trade policy is always considered as part of eco-
nomic development strategies, and environmental objectives are often balanced with other
domestic needs. Concerned about the huge gap with developed countries in terms of infrastruc-
ture and competitiveness, conscious of the immaturity of domestic environmental market, devel-
oping countries seek more assuring commitments undertaken by developed countries, which they
expect to bring them broader development opportunities. As such, they brought forward narra-
tives on their defensive interests in environmental services negotiations as presented below.

3.2 Developing Countries’ Position: Development Opportunities vs. Trade Liberalization in
Environmental Services

Developing countries’ defensive narratives have been focusing on the development dimension.
While recognizing opening up markets through negotiations on environmental services might
generate favourable conditions for development, and increase stability and predictability under
the right circumstances, developing countries argued that this would not automatically enhance
their competitiveness given their levels of development and their limited domestic capacity.48

Further, they noted the struggle when facing competition from transnational companies with
access to their markets.49 While not denying possible benefits of environmental services

44WTO document TN/S/M/13, 28 January 2005, para. 187.
45WTO document S/CSS/M/12, 28 November 2001, para. 239.
46For example, Peru and Brazil noted that the definition of environmental goods and services should be compatible with

sustainable development needs of developing countries, consider different levels of social and economic development among
Members, increase developing countries’ participating in the production and international trade in environmental goods, and
ensure effective environmental benefits. WTO document JOB(09)/177, 27 November 2009.

47Ibid; WTO document S/CSS/W/121, 27 November 2001, para. 5.
48WTO document TN/S/M/1, 5 June 2002, para. 359.
49Ibid; WTO document S/CSS/W/142, 22 March 2002, para. 5.
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liberalization, such as increased investment, technology transfer, improvement in environmental,
and sanitary conditions, developing countries highlighted their disadvantages in development.50

Thus, they contested the assertion that environmental services liberalization would be beneficial
for all importers and exporters as it would provide access to services inputs at competitive
prices.51 In their view, only focusing on environmental services liberalization is not a comprehen-
sive approach and it may not build multilateral confidence.52 They indicated that environmental
services liberalization should unlock common ground and value for all rather than contribute to
entrenching and widening asymmetries,53 and that developing countries’ domestic services cap-
acity should be strengthened.54

Developing countries therefore requested that services liberalization be considered in the
broader context to ensure that the elimination or reduction of trade restrictions and distortions
lead to a triple win outcome, i.e., it would benefit trade, environment, and development. 55 They
identified technical cooperation and capacity building as core elements of the development
dimension of the multilateral trading system and noted the need for special and differential treat-
ment recognized by the Doha Declaration.56

More specifically on development in the context of environmental goods and services, devel-
oping countries identified three main elements, namely, a mechanism to ensure the development
and transfer of environmental technologies; a financial mechanism to ensure access to and devel-
opment of environmental technologies, investment in environmental projects, and capacity devel-
opment for production of the environmental goods; and special and differential treatment for
developing and LDC Members.57 In addition to these three elements, a developing country
Member noted a fourth element, namely, the adoption of specific commitments which would
guarantee the export of services from developing countries in the modes of supply of interest
to them.58

Like investment, the effectiveness of environmental technologies to address environmental
challenges is dependent on multiple factors, including the dissemination and deployment of
these technologies. Nevertheless, equipment and operating costs involved with environmental
technologies are so high that their widespread deployment is often constrained. Moreover, in
comparison with conventional technologies, the deployment of new environmental technologies
is facing more challenges in terms of infrastructure, services, and institutions. As such, developing
countries were concerned that liberalization that did not take into account levels of development
and the particular interests of developing countries could lead to technological dependence, even
if the liberalization of services were able to play an important role in promoting innovation and
lowering the costs of new technologies.59 For example, as one developing country Member noted,
despite its high level of liberalization commitments under the GATS, its transition to a green
economy had so far been largely supported by imports and had not triggered substantive invest-
ment in domestic production and exports of these services.60 Out of these concerns, developing
countries pushed for the integration of the following elements into any environmental goods and
services framework: cooperation in research and development of environmental technologies,

50WTO document S/CSS/W/121, 27 November 2001, para. 4.
51WTO document JOB/SERV/304, 21 January 2021, para. 3.2.
52Ibid.
53WTO document JOB/SERV/311, 30 July 2021, para. 3.14.
54WTO document JOB/SERV/311, 30 July 2021, para. 1.13.
55WTO document JOB/SERV/303, 23 November 2020, para. 1.16.
56WTO document TN/TE/W/79, 15 April 2011, para. 1.
57See WTO document WT/CTE/M/52, 6 September 2011; WTO document TN/TE/W/79, 15 April 2011; WTO document

TN/S/M/1, 5 June 2002.
58WTO document TN/S/M/1, 5 June 2002, para. 259.
59WTO document TN/TE/R/11, 30 May 2005, paras. 67 and 69.
60WTO document JOB/SERV/303, 23 November 2020, para. 1.29.
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sharing related intellectual property rights, enhancing capacities of developing and least devel-
oped country Members to develop and implement such technologies, and ensuring effective
transfer and implementation of such technologies.61 In this context, developing country
Members made specific suggestions regarding technology transfer, requesting that specific com-
mitments on environmental services be linked to the effective technology transfer and aid/assist-
ance to developing countries.62

Related to environmental technology transfer, developing countries also requested commit-
ments on financial support to enable them to implement development measures in an environ-
mentally sound manner.63 They also voiced their need for trade finance for environmental
services, development of related SMEs, and mitigating the adverse impact of developed country
response measures on developing country imports.64

Developing countries also argued for special and differential treatment in the context of envir-
onmental goods and services. According to them, effective implementation of special and differ-
ential treatment would require less than full reciprocity in any commitments made by developing
country Members. Also adequate transition periods, allowing phased implementation of obliga-
tions for developing and least-developed Members, should be an integral element of special and
differential treatment.65 In addition, a developing country Member proposed that market access
for environmental goods and services should ensure that international prices for all such goods
and services do not lead to undue monopolization by major players. Additionally, governments of
exporting countries should bear a significant portion of the supply costs when targeting develop-
ing country markets.66

Interestingly, the principle of common but differentiated responsibility (CBDR) included in
various multilateral environmental agreements was also brought into the narrative. According
to developing countries, CBDR in the context of environmental services trade would mean higher
commitments by developed countries due to their greater responsibility for environmental deg-
radation.67 Some developing Members also proposed that the proponents of liberalization of
environmental services forego negotiations and unilaterally liberalize environmental services as
it was more expedient and supported the premises articulated by them.68

What developing countries want to pursue in trade negotiations on environmental services is
more development opportunities through technology transfer, financial support, investment, as
well as special and different treatment. There appear gaps between the multilateral negotiations
focusing on further liberalization and developing countries’ demand for economic development.

Very recently, in the WTO, some developing countries expressed their caution about prema-
ture tariff liberalization on environmental goods and services associated with the green transition
before building their own requisite capacities and capabilities in areas of revealed and latent

61WTO document TN/TE/W/79, 15 April 2011, section 4.
62Ibid.
63Ibid. Suggestions in reference to a financial mechanism include creating a Trade and Environment Fund with objectives

such as facilitating transfer of environmental technologies at reasonable prices; providing grants to developing country
Members that intend to import specific environmental technologies; financing the cost of change of production practices
in existing manufacturing facilities in developing countries; financing research and development activities; financing appro-
priate environmental technical assistance and capacity building programmes; and establishing technology transfer centres/
exchanges/mechanisms in consultation and cooperation with the relevant multilateral environmental agreement secretariats.
Another suggestion involves developed and developing countries that declare themselves to be in a position to do so giving
soft loans, aid for trade, and other incentives to facilitate the purchase of goods, implementation of projects, the acquisition
and transfer of technologies, and the contracting of environmental services by developing countries.

64WTO document JOB/SERV/303, 23 November 2020, para. 1.28.
65WTO document TN/TE/W/79, 15 April 2011, para. 17.
66WTO document TN/TE/R/16, 22 December 2006, para. 221
67WTO document TN/TE/W/73, 9 July 2008, para. 15.
68WTO document JOB/SERV/311, 30 July 2021, para. 1.13.

14 Sanvid Tuljapurkar and Ruosi Zhang

https://doi.org/10.1017/S1474745624000156 Published online by Cambridge University Press

https://doi.org/10.1017/S1474745624000156


comparative and competitive advantages.69 They stressed that development remains the core focus
of the WTO and called for greater policy space for economic growth and green industrialization, ‘as
a critical complement to other adaptation and mitigation-related actions to build resilience against
climate change’.70 Developing countries appear to have also become increasingly vigilant about
‘green protectionism’ that has presented itself in the form of unilateral environment related trade
measures and are keeping a close watch on the possible negative impacts of the ‘green cause’.71

A group of developing countries recently proposed to the WTO a set of principles guiding the
development and implementation of trade-related environmental measures to ensure that environ-
mental measures do not create a competitive disadvantage for developing countries or negatively
affect developing countries.72 Noting that climate change is not only an important environmental
problem, but also a major development issue, they stressed: ‘If the WTO is to play a supportive role
in addressing the climate change challenge, it can only do so if trade responses are multilaterally
agreed and are underpinned by the principle of CBDR.’73

4. Developing Countries’ Engagement on Environmental Services in Free Trade
Agreements
More and more countries are pursuing trade liberalization and economic integration by negoti-
ating bilateral and plurilateral free trade agreements (FTAs). Environmental services are incorpo-
rated in FTAs through specific commitments74 directly as well as environment-related
provisions75 indirectly.

Considerable progress on the liberalization of environmental and related services has been
achieved in FTAs. In comparison to GATS commitments, market access and national treatment
commitments on environmental services undertaken in FTAs are significantly deeper in sub-
stance and broader in scope. These commitments go not only beyond existing GATS commit-
ments, but also beyond offers made during the DDA services negotiations. These new or
better commitments in FTAs are significant for each of the four environmental services sub-
sectors in W/120.76 For example, as regards refuse disposal services (CPC 9402), 23 of the 59
Members (counting EU-25 as 1) that have GATS commitments or offers in the sector have
undertaken improved commitments in FTAs by binding a better level of treatment for market
access or national treatment under any mode of supply. In addition, 30 Members that had no
GATS commitments nor made offers in refuse disposal services have undertaken commitments
in FTAs (Figure 5)77

69WTO document WT/GC/W/868, 1 March 2023, para. 9.
70Ibid., paras. 5 and 9.
71WTO document JOB/TE/78, 10 February 2023.
72WTO document WT/GC/W/894, 13 July 2023, para. 3.7.
73WTO document WT/GC/W/894, 13 July 2023, paras. 5.1 and 5.2.
74Specific commitments may be undertaken based on a positive list approach, i.e., commitments apply to those modes and

sectors where specific commitments are undertaken, or a negative list approach that removes all restrictions on all services
unless specifically excluded from a party’s market access and national treatment commitments.

75For example, Canada–European Union Comprehensive Economy and Trade Agreement (CETA), Comprehensive and
Progressive Agreement for Trans-Pacific Partnership (CPTPP), and the United States–Mexico–Canada Agreement
(USMCA) incorporate measures aimed at promoting trade in environmental services in ‘Trade and Environment’ or
‘Trade and Sustainable Development’ chapters. These are usually commitments by the parties to cooperate and facilitate
trade and investment in environmental goods and services. Such provisions are generally soft obligations to cooperate and
facilitate trade and investment in environmental goods and services and are often excluded from the scope of the dispute
settlement mechanism.

76Note by the Secretariat on Experiences in the Promotion and Facilitation of Environmental Goods and Services, WTO
document INF/TE/SSD/W/18, 23 March 2022, para. 2.94.

77Note by the Secretariat on Experiences in the Promotion and Facilitation of Environmental Goods and Services, WTO
document INF/TE/SSD/W/18, 23 March 2022, para. 2.95.
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In GATS-type positive list FTAs, several Members have undertaken preferential commitments
on environmental services which are not equivalent in their GATS schedules. This is the case for
various developing countries, such as the Cariforum countries78 in their agreement with the
European Union (EU–CARIFORUM), Chile (EU–Chile, EFTA–Chile), Philippines (ASEAN–
AUNZ, ASEAN–China, Japan–Philippines), Singapore (ASEAN–AUNZ, ASEAN–China,
China–Singapore, EFTA–Singapore, India–Singapore, Japan–Singapore), Pakistan (Pakistan–
Malaysia) and Peru (Peru–China). Some developing countries have also undertaken market
access and national treatment commitments in FTAs on a range of environment-related sectors,
including business services, energy services, or distribution services to list just a few.79

Many developing countries have also concluded services FTAs based on the negative list
approach.80 Compared to positive list FTAs, negative list FTAs usually bind market opening
status quo as the benchmark and are built upon the assumption that all services sectors are
liberalized for the parties except those listed as existing or future ‘non-conforming measures’
(namely ‘reservations’). As such, negative list FTAs tend to achieve a higher level of commitments
than positive list FTAs. This is the case for developing countries’ commitments in environmental
services as well. For instance, Brunei Darussalam, Chile, Mexico, Malaysia, Peru, and Singapore
have no commitments on environmental services in their GATS Schedule of Specific

Figure 5. GATS+ Commitments on Environmental Services in Regional Trade Agreements
Notes: On the basis of 142 of the 193 regional trade agreements notified under GATS Article V as of 1 March 2022. Counting EU-25 as one.
“GATS/GATS offer – unimproved in RTA” refers to the number of Members that have GATS commitments or that have made an offer in
the WTO services negotiations in the relevant sub-sector, and that have not taken better commitments in RTAs. “RTA – Improved” refers
to the number of Members that have undertaken a commitment in RTAs that improve a GATS commitment or offer. “RTA – New” refers
to the number of Members that have undertaken a commitment in RTAs, where no commitment or offer had been made under the
GATS.
Source: Note by the Secretariat on Experiences in the Promotion and Facilitation of Environmental Goods and Services, WTO document
INF/TE/SSD/W/18, 23 March 2022.

78The Cariforum countries are Antigua and Barbuda, Barbados, Belize, Dominica, Dominican Republic, Grenada, Guyana,
Jamaica, St. Kitts and Nevis, St. Lucia, St. Vincent and the Grenadine, Suriname, Trinidad, and Tobago.

79Examples of FTAs liberalizing environment related services include EU–Singapore, EU–Korea, and EU–Vietnam FTA.
80According to Ruosi Zhang and Chuwankorn Sasanabanchakul, ‘Means of Liberalization and Beyond: Understanding

Scheduling Approaches in Services Trade Agreements’ (2022) WTO Staff Working Paper ERSD-2022-13, www.wto.org/
english/res_e/reser_e/ersd202213_e.pdf (accessed 7 August 2023), out of the 187 services trade agreements notified to the
WTO under Article V of GATS until 30 April 2022, 83 agreements have a negative list approach. Among the 83 negative
list FTAs, 38 are concluded between developing economies.
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Commitments; nevertheless, thanks to the standstill and ratchet obligations under the
Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP), these devel-
oping countries are committed not only to bind the actual market opening level in environmental
services at the time of first commitments, but also lock in any future unilateral liberalization. By
listing existing and future non-conforming measures related to environmental services under the
CPTPP, they have undertaken important market access and national treatment commitments in
this sector, going far beyond the GATS level.81 These commitments provide more transparency to
the environmental services market in these countries than do commitments under the GATS,
ensure the certainty of level of liberalization, and prevent these countries from backtracking
their commitments. Under the Regional Comprehensive Economic Partnership (RCEP),
Indonesia which has no GATS commitments in environmental services, along with Brunei
Darussalam, Malaysia, and Singapore, has made new commitments in this sector. Similarly,
Chile and Mexico have also made commitments in environmental services under the
Australia–Chile FTA and the US–Mexico–Canada Agreement (USMCA) respectively.

Given that most developed countries have already undertaken GATS commitments in envir-
onmental services, which usually bind market status quo, the difference between GATS commit-
ments and FTA commitments in this sector for developed countries is less significant than that in
the case of developing countries.82

Some developing countries’ highly liberal commitments on environmental services in FTAs,
especially in the negative list FTAs, suggest that there exist very few trade restrictions particular
to environmental services, and that benefits which may be brought by market opening are also
recognized. However, the different dynamics in bilateral and regional FTA negotiations, as com-
pared to multilateral negotiations, should be noted. It shows that FTAs are more adaptive in
addressing the nexus between trade, environment, and development as evidenced by
environment-related provisions in FTAs.

More and more FTAs include environment-related provisions ranging from the inclusion of
environmental objectives in the preamble or a GATT Article XX-type environmental exception to
a stand-alone environment chapter.83 Environment-related provisions in FTAs can generally be clas-
sified under six categories, namely, objective and scope, exceptions for environmental purposes,
licensing or qualification requirements and procedures, cooperation on environmental goods and
services, schedule of commitments and regulatory cooperation, and good regulatory practices.84

Developed countries such as the US, the EU, Canada, and New Zealand are the main promoters
of the integration of environment-related provisions into FTAs, with most their signed FTAs includ-
ing such provisions. In general, FTAs negotiated between developed countries and between developed
and developing countries tend to include the highest number of environment-related provisions.85

However, FTAs signed between developing countries contain much fewer environment-related
provisions. Interestingly, several developing countries, in particular those that have already signed
FTAs with high-income countries incorporating environment-related provisions, have also
increasingly incorporated such provisions into their trade agreements with other developing

81See, Annex I and Annex II of the CPTPP.
82Background Note by the Secretariat on Environmental Services, WTO document S/C/W/320, 20 August 2010, para. 110.

Nevertheless, a few Members, such as Australia, the European Union, Japan, and Norway, go further than their GATS com-
mitments in some positive list FTAs. New Zealand, which does not have GATS commitments, has undertaken environmental
services commitments in several positive and negative list FTAs.

83According to the World Bank Handbook of Deep Trade Agreements, about 20% of the preferential trade agreements
contain various WTO-plus environmental provisions. See A. Mattoo, N. Rocha, and M. Ruta (eds.) (2020) Handbook of
Deep Trade Agreements. World Bank, p. 8.

84C. Bellman and A. Bulatnikova (2022) ‘Incorporating Environmental Provisions in Regional Trade Agreements in
Chapters and Articles Dealing with Trade in Services’, OECD Trade and Environment Working Papers 2022/01, p. 27.

85J.A. Monteiro and J.P. Trachtman (2020) ‘Environmental Laws’, in A. Mattoo, N. Rocha, and M. Ruta (eds.), Handbook
of Deep Trade Agreements, World Bank, p. 577.
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countries, but the scope and level of commitments of these provisions are usually not as detailed
as those found in trade agreements negotiated between developed and developing countries.86

The spectrum of environment-related provisions in FTAs corresponds to the state of play of
the environmental services market described in Section 2 of this paper. Given their higher envir-
onmental standards and dominant position in the market, developed countries are motivated to
use trade agreements to pursue both environmental and economic goals. The fact that FTAs
signed between developing countries contain much fewer environment-related provisions appears
to suggest that developing countries are far from convinced that trade agreements should, or
could, be used as vehicles to pursue environmental goals.

It is worth noting that an increasing number of trade agreements identify environmental
cooperation as an objective and that those negotiated between developed and developing coun-
tries often foresee, or provide, for technical assistance, financial support, and/or capacity building
on environmental matters.87 In particular, several FTAs between developed and developing coun-
tries include support measures aimed to address the technological and institutional capacity
shortfalls of developing countries.88 These measures are often in the form of promoting access,
diffusion, or transfer of environmental technologies as well as technical assistance, financial sup-
port, and capacity building. The depth and scope of such provisions range from one specific tech-
nology area to a comprehensive program. Examples of what is included in these provisions
include joint programmes and environmental technology demonstrations; research studies and
reports; exchange of professionals, technicians, and specialists; exchange of technical information,
publications, and regulations; organization of joint conferences, seminars, workshops, and train-
ing sessions; and outreach and educational programmes.89

Despite the progress FTAs have made in addressing the nexus between trade, environment,
and development, what has been achieved so far remains modest. For example, the technology
transfer provisions in FTAs are usually best-endeavour provisions that do not put binding obliga-
tions on parties to transfer technology.90 This should be frustrating for developing countries, as
the reality is that the transfer of environmental and climate technologies has been notably slow.
Clean technologies continue to concentrate in developed countries, which produced at least 80%
of clean technology innovations in all technological fields between 2010 and 2015, while lower
middle-income and low-income countries produced almost no clean technology innovations
during the same period.91 Moreover, despite the inclusion of financial support provisions in
FTAs, developing countries continue to suffer from inadequate climate finance.92

5. New Approaches to Environmental Services Negotiations: Implications for Developing
Countries
As noted in Section 3, developing countries prioritize economic development in negotiations on
environmental services and request that common and differentiated responsibilities be taken into
consideration. This is understandable given their social and economic development needs and
their disadvantageous position in global trade competition. In addition, climate change indeed
has a disproportionate effect on developing countries. Therefore, when engaging developing

86Ibid.
87Ibid.
88FTAs in this regard include Japan–Mexico FTA, Nicaragua–Taiwan FTA, China–Switzerland FTA, EFTA–Indonesia

CEPA, EU–Cariforum (Caribbean Forum) Economic Partnership Agreement and EU–SADC (Southern African
Development Community) EPA.

89APEC Committee on Trade and Investment, ‘Study Report on Environmental Provisions in APEC Member Economies’
FTAs/RTAs’, November 2017.

90C. Bellmann and M. Sugathan, ‘Promoting and Facilitating Trade in Environmental Goods and Services: Lessons from
Regional Trade Agreements’, Forum on Trade, Environment & SDGs (TESS), 20 June 2022,

91M. Pigato et al. (2020) ‘Technology Transfer and Innovation for Low-Carbon Development’, World Bank, p. 65.
92World Investment Report 2023 (UNCTAD 2023).
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countries in trade negotiations on environmental services, more is needed than simply stating
that environmental services liberalization would help achieve environmental goals.

Some WTO developed country Members have recently initiated exploratory discussions on
environmental services in the Special Session of the Council for Trade in Services (CTS-SS), pro-
posing a comprehensive approach in the context of advancing environmental objectives through
trade liberalization.93 In particular, they proposed a broader scope of negotiations on environ-
mental services, highlighting additional services sectors where international trade liberalization
and improved GATS commitments could significantly contribute to advancing global action
on environmental issues. The proponents argued that environmental and related services liberal-
ization supported by all Members, including developing countries and LDCs, would have a posi-
tive impact on sustainable development and help to integrate them into global value chains.94

According to the proponents, there are both direct benefits and indirect benefits accrued by
environmental and related services liberalization. Direct benefits include the greater availability,
accessibility, and affordability of environmental and related services, and the resulting reduction
in cost of achieving environmental goals. In their view, an overall improvement in the level of
commitments, in reducing barriers to trade and removing limitations in all modes of supply
would provide greater transparency and predictability to market access conditions and a more
favourable business environment, thus facilitating environmental and related services trade
from which all Members could benefit, including developing countries.

The proponents also highlighted a wide range of indirect benefits that could derive from the
liberalization of environmental and related services, namely benefits accrued as a result of
increased availability and accessibility of environmental services. For example, innovation and
investment in environmental services sector resulting from liberalization may create further oppor-
tunities for skills transfers, job creation, and incentives for new ideas and initiatives.95 According to
one of the proponents, restrictions on trade in environmental services could be linked to weaker
export performance by firms, which consequently leads to a less innovative sector where new clean
technologies are so expensive that their wide deployment is inhibited.96 The proponents contend
that a more liberalized trade regime could help the domestic industry grow by increasing exports
and by becoming integrated into global value chains.97 They further highlight that improved com-
mercial presence commitments could help attract foreign investment, and create economic oppor-
tunities domestically, including jobs and knowledge transfers via local partnership.98

In commenting on this proposal, the ACP Group recognized novel technologies and methods
to carry out economic activity and living in a sustainable manner and the contribution of discus-
sions in identifying key environment-related services to support developing countries, particularly
Small Island Developing States and Least Developed Countries (LDCs) in mitigating the effects of
climate change and of natural disasters.99 They however raised interesting questions that clearly
reflect developing countries’ interests. For example, they asked how the proponents see the principle
of common but differentiated responsibilities being applicable and what their contribution would
be in this regard; they also asked the proponents to identify technologies that could be harnessed
in the context of developing countries and Small Island Developing States to support climate change
mitigation, while creating new business and trading opportunities. A follow-up question would be
how the market access negotiations aimed at improving specific commitments on environmental

93The environmental services proposal in the CTS-SS is sponsored by Australia, Canada, EU, Korea, Mexico, New Zealand,
Switzerland, and UK.

94WTO document JOB/SERV/293/Rev.2, 14 April 2021, para. 1.2; WTO document JOB/SERV/299/Rev.4, 21 July 2022,
para. 1.4.

95WTO document JOB/SERV/293/Rev.2, 14 April 2021, para. 1.2.
96WTO document JOB/SERV/303, 23 November 2020, para. 1.8.
97WTO document JOB/SERV/311, 30 July 2021, para. 1.10.
98WTO document JOB/SERV/303, 23 November 2020, para. 1.23; WTO document JOB/SERV/304, 21 January 2021, para. 3.2.
99WTO document JOB/SERV/305, 12 February 2021, para. 4.17.
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services under the GATS could incorporate the principle of common but differentiated responsibil-
ities and achieve a win-win outcome for developing countries in both climate change mitigation and
better trade opportunities. Only with more clarity on this question would developing countries be
willing to engage in the market access negotiations on environmental services.

In the framework of TESSD, the Environmental Goods and Services Working Group is also
discussing issues related to the promotion and facilitation of environmental and related
services.100 The following are the guiding questions for discussion:

• How can trade in environmental goods and services aid in achieving environment and
climate goals?

• What are the opportunities, best practices, and possible approaches for promoting and facilitat-
ing trade in environmental goods and services to meet environmental and climate goals, includ-
ing through addressing supply chains; technical and regulatory elements; promoting and
facilitating access to, and uptake of, new and emerging low-emissions and other climate friendly
technologies; and paying attention to issues of particular interest to developing countries?

• What challenges and policies impede the ability of developing countries and LDCs to engage
in and maximize benefits from trade in environmental goods and services and how can these
be addressed?101 (Emphasis added)

While TESSD is not under negotiation yet and discussions therein are still at the preliminary
stage, with priorities going forward or possible outcomes being identified and agreed on by
Members, it is worth noting that issues of particular interest to developing countries and the chal-
lenges to engaging developing countries in environmental goods and services trade are already on
the agenda for consideration. So far, a significant part of the discussions focused on Members’
priorities in terms of objectives and sectors, and their views on how trade in environmental
goods and services could achieve climate and environmental goals.102 Members broadly agreed
that discussions on environmental goods and services should have a broad scope. Members,
inter alia, expressed interest in discussing non-tariff measures, regulatory cooperation, good regu-
latory practices, technology transfer, capacity building, biotrade, bottlenecks to the deployment of
new technologies throughout the supply chain, etc.103 It is evident that these issues are all highly
relevant to the interests of developing countries. Also emphasized in discussions were challenges
for developing countries, the importance of capacity building and aid for trade, and how envir-
onmental services could contribute to broader objectives, such as supporting economic growth,
including for MSMEs and for LDCs.104 It was highlighted that technology transfer and technical
assistance should be addressed first before discussing lowering tariffs on environmental goods
and services in order to ensure that developing countries were not only seen as potential markets
for exports from developed countries.105 Stakeholders that form an important part of the TESSD
discussions have also highlighted that some developing countries had liberalized EGS but had still
not registered any scaling of technologies or investment in these areas, which pointed to technol-
ogy transfer and investments as drivers for EGS.106

There is still a long way to go before the above ideas could become consensus among partici-
pants and ready for moving forward. It is also not clear how Members want to pursue environ-
mental services in the framework of TESSD in parallel with the work in the CTS-SS. In any event,

100The Members actively engaged in environmental services discussions in TESSD include Canada, Iceland, Korea,
Norway, Switzerland, and UK.

101WTO document INF/TE/SSD/R/14, 30 November 2022, para. 3.1.
102Ibid, para. 3.5.
103Ibid para. 3.7.
104Ibid; WTO document INF/TE/SSD/R/13, 21 October 2022, para. 2.5.
105WTO document INF/TE/SSD/R/8, 14 July 2022, para. 3.7.
106Ibid.
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innovative thinking is needed to take developing countries on board and achieve a meaningful
outcome, be it under the GATS or in TESSD.

The ongoing negotiation on the Agreement on Climate Change, Trade and Sustainability
(ACCTS) currently among six WTO Members (Costa Rica, Fiji, Iceland, New Zealand, Norway,
and Switzerland) is worth attention as it recognizes the particular vulnerability of Small Island
Developing States to the impacts of climate change and is aimed to deliver WTO-consistent
trade policy and trade rules that make a meaningful contribution to addressing climate change.107

In terms of environmental services, it has been reported that significant progress, based on a broad
view of how services can contribute to addressing pressing environmental challenges and thus also
contribute to sustainable development, is being made to classify and develop an environmentally
ambitious list of environmental and environmentally related services.108

Another notable stride in exploring new approaches to addressing the nexus between trade,
environment and development is the Singapore Australia Green Economy Agreement (GEA)
signed in 2022. The GEA combines trade, economic, and climate change objectives to drive
green growth and focuses on promoting trade and investment in environmental goods and ser-
vices.109 Regarding environmental services, the GEA includes a list consisting of services that are
environmental in themselves and services which may be environmental when done in support of
an environmental outcome.110 A remarkable achievement in defining environmental services,
such list will be reviewed in view of emerging environmental issues and changes to environmental
technologies and services.111 The two countries have also launched initiatives aimed at inter alia,
developing the architecture to enable cross-border electricity trade, green shipping cooperation to
help decarbonize and digitalize the port and shipping industry, and the green skills roundtable to
share approaches and policies on developing the necessary skills and capabilities required in a
green economy workforce.112

There are huge opportunities for trade in environmental services, driven by the increasing
demand for environmental improvement worldwide, in the future, including climate change miti-
gation and adaption as well as the pursuit of circular economy. For example, it is estimated that to
achieve universal access to safe and affordable drinking water and significant improvements in
sanitation by 2030 (No. 6 of the UN Sustainable Development Goals), developing countries of
Eastern Asia and South-Eastern Asia would need capital investments of over USD 26 billion
annually in water-supply and a sanitation infrastructure.113 As noted above, climate change miti-
gation and adaptation would create a trillion-dollar market for cleaner energy and energy effi-
ciency improvements over the forthcoming decades. It is important for developing countries
to be convinced that they may also tap into these opportunities. To this effect, some developing
countries’ successful experiences of gaining competitiveness in environmental services are worth
further study and sharing with other developing countries.

5.1 Successful Experiences of Developing Countries in Environmental Services Competitiveness:
Case Studies from India and South Africa

An Indian infrastructure company, Larsen and Turbo Ltd. (L&T) has achieved competitiveness in
environmental and related services related to renewables, green buildings, green hydrogen, water

107D. O’Connor, ‘Joint Statement on the Agreement on Climate Change, Trade and Sustainability (ACCTS) at MC12’, The
Official Website of New Zealand Government, 15 June 2022, www.beehive.govt.nz/release/joint-statement-agreement-
climate-change-trade-and-sustainability-accts-mc12 (accessed 18 January 2023).

108Ibid.
109Singapore Australia Green Economy Agreement (Green Economy Agreements), www.gea.gov.sg/sagea/ (accessed 8

February 2024).
110Ibid.
111Ibid.
112Ibid.
113‘Environmental Services in the APEC Region: Definition, Challenges and Opportunities’ (APEC, May 2021) p. 41.
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and sewage treatment, and energy efficient power grids. L&T experienced a significant 10%
growth in fiscal year 2021–2022, driven by its strong performance in power transmission and dis-
tribution and its hydrocarbon business as well as by its exports to developing countries.114

Government intervention and international focus on climate change, resource scarcity, and uni-
versal coverage to basic amenities have also been critical for its growth.

L&T has 30 ongoing projects which it operates through its regional offices in the SAARC,
Middle East, Africa, ASEAN and CIS regions in the power transmission and distribution sector,
one of the company’s key sectors of operation.115 The growing focus on net zero emissions, renew-
able energy, and increased funding opportunities have created expansion opportunities for L&T in
this sector, both domestically and internationally. In India the goal of achieving 500 GW of renew-
able energy by 2030 and in Africa, funding from institutions such as Japan International
Cooperation Agency and Millennium Challenge Corporation is driving L&T’s growth.116

In the water and effluent treatment sector, another one of its key sector, L&T’s operations
include water treatment plants, industrial water supply, and treatment plants for recycling and
re-use, wastewater treatment and network, sludge management, desalination plants, and a utility
infrastructure for developing greenfield and brownfield areas. The business is operational across
India as a result of the growth opportunities provided by government schemes launched to
address the extreme water stress, growing urbanization, and climate-related water inequity.117

Increased investments in water and wastewater treatment in the Middle East and in clean
water and sanitation in Africa and ASEAN provide L&T new opportunities in these regions.118

The company is collaborating with well-known startups to enhance the efficiency and remote
operation of its plants, which can potentially reduce costs and transform it into a technology-
driven player.119

However, the company has faced challenges in the form of geopolitical risks, trade barriers,
climate change, and execution challenges (e.g., employee mobilization, delay in approval and
clearances, and visa issues).120 L&T’s experience also shows that changes in government policies
and priorities are significant challenges for its operation. For example, the wastewater treatment
business faced challenges due to the diversion of government funds towards mitigating the
healthcare emergency during the pandemic.121

Proxa, a South African company that specializes in advanced water treatment within the min-
ing, industrial, food & beverage and municipal sectors is another example of a company from a
developing country that has achieved competitiveness in environmental and related services. Its
provides a range of services that cover the entire water cycle from consulting and design, research
and development, engineering and construction, and plant modernization to operational man-
agement, maintenance, repairs, after-market service, industrial effluent treatment, sewage treat-
ment, and reuse of wastewater across four continents; Asia, Australia, Africa, and Europe.122

Examples of Proxa’s cross-border trade in wastewater treatment services includes a project it
completed for Acacia Mining North Mara gold mine in Tanzania.123 To complete this project,
Proxa provided research, testing services, and modified and upgraded the existing membrane

114Larsen and Turbo Integrated Annual Report 2021–22: Sustainability in Progress’, https://investors.larsentoubro.com/
upload/AnnualRep/FY2022AnnualRepL&T%20Annual%20Report%202021-22.pdf (accessed 1 August 2023).

115Ibid.
116Ibid.
117Ibid.
118Ibid
119Ibid.
120Ibid.
121‘Larsen and Turbo Annual Report 2020–21: Technology for Sustainable Growth (Larsen and Turbo). https://investors.

larsentoubro.com/upload/AnnualRep/FY2021AnnualRepLnT%20Annual%20Report%202020-21.pdf (accessed 1 August 2023)
122Proxa. https://www.proxawater.com/ (accessed 1 August 2023).
123Ibid.
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treatment plant.124 The company has also worked on a project to establish a Zero Liquid
Discharge plant for molybdenum processing facility in Chile which included the provision of
services such as design, supply, and installation services.125

The successful experiences of developing countries in achieving competitiveness in environ-
mental and related services may provide insights for other developing countries on how to better
leverage the opportunities presented by the global pursuit of sustainability.

6. Conclusion
Environmental services are both capital and technology intensive with developed countries being
dominant in both supply and demand. For most developing countries, their market size of envir-
onmental services is very small, and they also lack capacity to engage in environmental services
trade. While recognizing that trade liberalization, including foreign investment, may contribute to
environmental goals, developing countries attempt to seek more development opportunities in
trade negotiations on environmental services, requesting technology transfer, financial support,
investment, as well as special and different treatment in undertaking market access commitments.
They have been reluctant in participating in multilateral services trade negotiations aimed at fur-
ther liberalization, which in their view failed to address their interests. However, developing coun-
tries see the need to upgrade environmental protection in their territories and have increasingly
enacted environmental legislation which would also mean potential for the growth of environ-
mental services in these countries. In coping with climate change and other environmental pro-
blems, the reconciliation between economic growth and environmental interests is more
challenging for developing countries than for developed countries.

The changing landscape of global trade gives rise to new challenges for the world trading sys-
tem. One of the challenges is to manage the interface between trade, environment, and develop-
ment, which requires new approaches to dealing with trade negotiations which used to focus on
market opening. Negotiations on environmental services present an interesting example in this
respect. Future negotiations on environmental services need to address issues of particular inter-
est to developing countries in order to have their engagement and achieve both economic and
environmental goals. Developing countries should be convinced that their engagement would
allow them to achieve a win-win outcome: better environmental protection and more economic
development opportunities, namely sustainable development. Some trade agreements between
developed and developing countries have tested environmental cooperation with support
mechanisms aimed to address the technological and institutional capacity shortfalls of developing
countries. This may be inspiring for negotiations on environmental services in the WTO, which
require innovative thinking to take developing countries on board. It is important to assure devel-
oping countries that they can tap into development opportunities brought by trade in environ-
mental services. Better data on environmental services in developing countries could also help
their governments make informed policy decisions, including participation in trade negotiations.
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