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Abstract

In a globalized world with growing environmental concerns, examining the relationship
between trade policies and sustainability is essential. This study investigates the intricate
relationship between global trade policies and environmental sustainability, focusing on the
sectors of agriculture and manufacturing. Employing a qualitative approach and secondary data
sources such as academic journals, reports from international organizations, industry
publications, and non- governmental organization reports, the research aims to fill a critical
knowledge gap by providing varied insights into how international trade impacts ecological
well-being in these sectors. Preliminary findings suggest that the environmental consequences
of global trade policies differ significantly across sectors, highlighting the importance of
tailored strategies. The study's originality stems from its detailed sector-specific analysis,
which provides new insights for policymakers, businesses, and researchers seeking a balanced
economic and ecological approach. This study provides a nuanced perspective that will help
guide future policies towards a more sustainable and resilient global economy.
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Introduction

The importance of trade policies in a more interconnected world economy extends beyond
economic factors and touches on environmental sustainability. With the rapid expansion of
international trade, concerns about the ecological footprint of such activities have escalated.
This study focuses on the multifaceted connection between global trade policies and
environmental sustainability, drawing upon existing literature to highlight the research gap and

the necessity of sector-specific analyses.

While previous research has examined the relationship between trade policies and
environmental impact, there is limited exploration into how these dynamics play out within
specific sectors, particularly agriculture and manufacturing. Given the unique characteristics
of each sector, this study intends to address a gap in the existing literature by offering a sector-
specific analysis. Agriculture, essential to world trade, interacts with concerns about biodiversity
preservation, water management, and land use. Due to its dependence on resource extraction
and intricate supply chains, manufacturing presents challenges such as waste management,
energy consumption, and pollution control.

As this investigates the intricate relationship between environmental sustainability and trade
policies, it becomes clear that a holistic understanding is essential. Unlike prior studies that
may have focused solely on one sector or generalized across industries, this research considers
the complex web of trade agreements, environmental regulations, market dynamics, and
technological advancements within both agriculture and manufacturing. Through empirical
evidence and sector- specific analysis, this aims to uncover the impacts of these policies,
offering insights that can inform decisions, guide strategies, and inspire future research.

Given the sector-specific focus and the comprehensive approach, this study not only contributes
to the current discourse but also aims to provide new perspectives that help to promote a
harmonious balance between trade dynamics and ecological well-being. This approach sets it
apart from previous studies, ensuring that its findings cannot simply be replicated but rather

offer a nuanced understanding of the issue.

Literature Review

This literature review examines the intricate relationship between global trade policies and
environmental sustainability, focusing on the agricultural and manufacturing sectors. While
much research has been conducted on this relationship, gaps remain in understanding the sector-
specific dynamics of how trade policies influence environmental outcomes. By synthesizing
key findings from existing studies, this section %ms to build a foundation for addressing these

gaps and exploring the broader implications for sustainable development.
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Trade Policies and Environmental Sustainability

Global trade policies play a pivotal role in shaping environmental outcomes, often with dual
effects. On the one hand, trade facilitates access to environmentally friendly technologies and
resources, which can reduce the ecological footprint of production processes. On the other
hand, as Baylis (2021) points out, trade can undermine domestic environmental policies if
poorly managed, creating conflicts between economic growth and ecological preservation. This
tension underscores the need for balanced trade frameworks that consider environmental
sustainability alongside economic benefits.
Sertyesilisik (2021) highlights the critical role of trade tariffs in this context. Tariffs, when
strategically applied, can act as tools for promoting environmentally responsible trade
practices. For instance, eco-tariffs on resource-intensive goods can discourage environmentally
harmful production methods while incentivizing sustainable alternatives. However, this
approach requires careful calibration to avoid unintended consequences, such as trade
distortions or increased costs for low-income countries.

Agricultural Sector
The agricultural sector is both a significant contributor to and a victim of environmental
challenges, making it a critical area for examining the impacts of trade policies. Trade
liberalization has often been associated with increased agricultural productivity and efficiency.
By encouraging resource optimization and technological innovation, trade can help reduce the
environmental footprint of food production. However, Balogh (2020) warns that these benefits
often come at a high ecological cost, as trade liberalization can incentivize intensive farming
practices, deforestation, and overexploitation of natural resources.
This duality is echoed by Jones and Smith (2018), who argue for the inclusion of environmental
protections in trade agreements to mitigate these adverse effects. Their study emphasizes the
importance of incentivizing sustainable agricultural practices, such as organic farming and
water conservation, through international trade policies. Conversely, Tobey (1991) presents a
more conservative viewpoint, suggesting that environmental regulations may have limited
influence on agricultural trade outcomes. This perspective raises important questions about the
effectiveness of policy interventions in addressing the environmental impacts of trade in

agriculture.

81



Sri Lanka Journal of Sustainable Development Studies

Manufacturing Sector

The manufacturing sector presents another critical domain where trade policies intersect with
environmental sustainability. This sector, characterized by resource-intensive production
processes and complex supply chains, is particularly vulnerable to the environmental
consequences of trade liberalization. Studies, such as those by Regulatory Sanctions and Firm
Environmental Performances in China, reveal a positive correlation between trade openness
and pollution levels

in manufacturing-intensive economies. These findings highlight the urgent need for robust
environmental regulations and enforcement mechanisms to mitigate the adverse effects of trade
in this sector.

However, global trade also has the potential to drive positive environmental change. White et
al. (2017) argue that trade can foster eco-innovation by promoting competition and the
exchange of environmentally friendly technologies. For instance, trade agreements that include
provisions for green technologies can encourage manufacturers to adopt cleaner production
methods, thereby reducing their environmental impact. This perspective highlights the need for
trade policies that not only regulate harmful practices but also incentivize sustainable

innovation.

Research Gap and Rationale

Despite the wealth of research on the relationship between trade policies and environmental
sustainability, existing studies often adopt a narrow focus, either analyzing individual sectors
or making broad generalizations. There is a noticeable lack of comprehensive, sector-specific
investigations that examine the distinct ways trade policies influence environmental outcomes
in both agriculture and manufacturing. This gap is particularly critical given the unique
challenges and opportunities these sectors present, such as deforestation and resource depletion
in agriculture or pollution and waste management in manufacturing.

Furthermore, the dynamic interplay between global trade policies, environmental regulations,
and market forces remains underexplored, especially in the context of developing economies
where these interactions often have profound implications. Addressing these gaps is essential
for gaining a deeper, more nuanced understanding of the trade-environment nexus. This study
aims to fill this void by conducting an in-depth sectoral analysis, offering a holistic perspective
that can inform policy formulation and contribute meaningfully to the ongoing discourse on

sustainable development.
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Methodology of the Study

This study adopts a qualitative research approach, specifically employing content analysis to
examine the relationship between global trade policies and environmental sustainability.
Content analysis was chosen due to its ability to systematically analyze textual data and extract

meaningful themes and patterns that align with the study’s objectives.

Data Sources and Selection Criteria

The study utilizes secondary data collected from diverse and credible sources, including:

1. Academic Journals: Peer-reviewed articles provide theoretical and empirical insights into
the impacts of trade policies on the agriculture, manufacturing, and energy sectors.

2. Reports by International Organizations: Documents from entities such as the United
Nations (UN), World Bank, and World Trade Organization (WTO) are selected for their
global perspective and relevance to the study’s focus.

3. Industry Publications and Governmental Databases: These sources offer sector-specific
data, including trade statistics, environmental impact reports, and policy evaluations.

4. Non-Governmental Organization (NGO) Reports: These include analyses on sustainability
issues, particularly those related to trade agreements and their ecological consequences.

Selection Rationale:
The documents were selected based on their relevance to the study’s objectives, credibility,

and recent publication (within the last 10 years). Priority was given to sources that specifically
address the agriculture, manufacturing, and energy sectors due to their significant role in the

nexus of trade and environmental sustainability.

Content Analysis Procedure

The analysis involves the following steps:

1. Data Coding: Documents were coded to identify recurring themes and concepts related to
trade policies and their environmental impacts.

2. Theme Development: Three primary themes were identified based on the initial review of
data: Agriculture Sector: Impacts on biodiversity, deforestation, and sustainable farming
practices. Manufacturing Sector: Resource extraction, pollution control, and eco-

innovation.
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3. Pattern Recognition: Patterns were identified within the data tounderstand the
interconnectedness of trade policies, environmental regulations, and sustainability

outcomes.

4. Triangulation: Data from multiple sources (e.g., journals, reports, and publications) were
cross verified to enhance the validity and reliability of findings.

Presentation of Findings

The findings are presented through visual aids such as charts, graphs, and thematic diagrams.
These visuals aim to provide a clear and comprehensive understanding of how trade policies
impact environmental sustainability across the selected sectors

Data Presentation and Analysis

Understanding the complex relationship between trade policies and environmental
sustainability is essential in the context of increasing global trade and growing environmental
concerns. Global trade policies, which govern the movement of goods and services across
borders, significantly influence environmental outcomes, especially in the agricultural and
manufacturing sectors. These policies can either promote environmentally friendly practices or
contribute to ecological degradation. Through a detailed analysis of sector-specific data, this
section explores the nuanced effects of global trade policies on environmental sustainability in
both sectors.

Sector-Specific Analysis
Agriculture

The agricultural sector is significantly affected by global trade policies. Trade liberalization
policies, such as tariff reductions and market access improvements, often lead to increased
agricultural exports and more intensive farming practices to meet global demands. This
intensification, in turn, has severe environmental consequences, including deforestation, soil
degradation, and water pollution.

Effect on Agricultural Sustainability

Data from various sources underscore the dual impact of trade policies on agricultural
sustainability. For instance, regions that have implemented tariff reductions to promote
agricultural exports—particularly in South America—have seen rapid deforestation to make
way for crops like soybeans and cattle. Satellite imagery and land-use change data clearly
illustrate the negative environmental consequences of trade policies that prioritize agricultural

expansion at the cost of ecological health. 84
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This highlights the trade-off between economic benefits from increased exports and the
environmental costs incurred.
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Graph 01: The evolution of Food and Agricultural trade links, 1995-2019
Source: Food and Agriculture Organization of the United Nations (2022)
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Source: Food and Agriculture Organization of the United Nations (2022)

The facilitation of agricultural exports through such trade liberalization measures has led
tointensified agricultural activities, resulting in negative consequences like deforestation and
water contamination. However, there are examples where trade policies have encouraged more
sustainable practices. For instance, fair-trade agreements and organic certification standards
have promoted environmentally friendly agricultural practices.
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These initiatives contribute to biodiversity conservation, soil health, and carbon sequestration,

which demonstrate the potential for trade policies to align with sustainable agricultural

development
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The facilitation of agricultural exports through such trade liberalization measures has led to

intensified agricultural activities, resulting in negative consequences like deforestation and
water contamination. However, there are examples where trade policies have encouraged more
sustainable practices. For instance, fair-trade agreements and organic certification standards
have promoted environmentally friendly agricultural practices. These initiatives
contribute  to biodiversity conservation, soil health, and carbon sequestration, which

demonstrate the potential for trade policies to align with sustainable agricultural development.
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Map 01: Projected future development threat of agricultural expansion
Source: Oakleaf et al (2015)
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Soil degradation
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Map 02: Estimates of the level of soil degradation at a global level
Source: World Bank (2015)

These examples underscore the importance of integrating sustainability criteria into trade
agreements. Properly crafted policies can minimize the adverse environmental effects of
agricultural trade while promoting long-term ecological health.

Manufacturing

The impact of global trade policies on environmental sustainability is equally significant in the
manufacturing sector. The "pollution haven hypothesis” suggests that trade liberalization, in
conjunction with lax environmental regulations in certain countries, leads to the relocation of
manufacturing facilities to developing nations with more lenient policies. This results in higher

pollution levels in host countries and environmental degradation.
Impact on Manufacturing Sustainability

In the manufacturing sector, empirical data support the idea that trade liberalization, especially
in countries with weak environmental regulations, facilitates the migration of manufacturing
industries to regions with lower costs and fewer environmental safeguards. This trend
exacerbates pollution levels, particularly in developing nations like Southeast Asia, which have
become hotspots for trade-related manufacturing due to relaxed regulations. This shift creates
an uneven distribution of environmental burdens, as evidenced by air and water quality

indicators in these regions.
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Graph 03: A brief description of population distribution and water availability around the world
Source: Asian Development Bank (2016)
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Map 03: The situation of global pollutant emissions
Source: Zhang & Wang
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The data underscore the necessity of implementing stringent environmental regulations to
complement trade policies. While trade liberalization can enhance economic growth, it must be
paired with measures such as eco-labeling requirements and emissions standards to prevent
environmental harm. On a more positive note, some trade policies have spurred innovation in
sustainable manufacturing, encouraging the adoption of cleaner technologies and practices that

reduce the environmental impact.
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Graph 05: Environmental consideration in product lifecycle, Source: Ghodrati et al. (2016)

Cross-Sectoral Analysis

The agricultural and manufacturing sectors are deeply interconnected in the context of global
trade and environmental sustainability. Environmental sustainability challenges in one sector
can spill over and worsen problems in the other. For example, the expansion of industrial
agriculture driven by trade policies can exacerbate issues like land degradation and water
scarcity, which directly affect manufacturing processes. Additionally, pollution generated by
manufacturing activities can contaminate agricultural lands and water sources, creating a direct
conflict between the two sectors' sustainability goals.

Integrated data analysis from both sectors highlights the need for a holistic policy approach that
considers the interdependence between agricultural and manufacturing activities. To promote
sustainable development, policymakers must take into account the trade-offs and synergies that

exist between these two sectors.
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Map 04: Countries by biggest grain crop
Source: Food and Agriculture Organization (2019)
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Graph 06: Global biomass flows resulting from agriculture 2010
Source: Global Agriculture Biomass Flows (2010)

The interconnectedness of these sectors calls for policies that balance the need for agricultural
expansion with the environmental demands of sustainable manufacturing. An integrated
approach that considers both sectors' environmental impacts will be essential for fostering long-
term sustainability.
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Conclusion

The interplay between environmental sustainability and global trade policies emphasizes the
necessity of adopting balanced policy approaches that integrate both economic and ecological
objectives. Through the analysis of the agricultural and manufacturing sectors, this study reveals
intricate trade-offs and synergies between environmental regulation, trade liberalization, and
sustainable development goals. The findings show that while trade liberalization can foster
economic growth, it can also exacerbate environmental degradation if not properly regulated.
These results suggest that, as the global economy becomes more interconnected, trade policies
must prioritize both environmental sustainability and economic growth In terms of implications,
this study underscores the need for effective interventions that maximize the potential of
international trade as a driver of sustainable growth, while mitigating the negative environmental
impacts associated with trade activities. Policymakers should aim to implement green trade policies
that promote inclusive trade practices and ensure environmental concerns are integrated into trade
negotiations. The findings suggest that environmental externalities linked to global trade, such as
pollution and resource depletion, must be carefully managed through comprehensive regulatory

frameworks.

Furthermore, the study highlights the importance of technology transfer and capacity building in
developing nations, as these are essential for supporting sustainable practices and ensuring
equitable access to clean technologies. The findings imply that international cooperation is crucial
in addressing global environmental challenges, such as climate change and biodiversity loss.
Therefore, multilateral efforts to establish common environmental standards and promote shared
responsibility are necessary for long-term global sustainability.

Lastly, inclusive development emerges as a key component of effective environmental governance.
Engaging local communities in the decision-making process ensures that policies reflect diverse
needs and aspirations. This inclusive approach not only promotes social justice but also enhances

the legitimacy and efficacy of environmental governance, creating a more sustainable and resilient
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