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Summary

• Due to its strong position and its big share in the world trade, the EU has the potential to use 
its trade policy as the “powerful tool” to extend the range of its domestic policies beyond the 
Union borders. This opportunity has also been recognised by the European Commission with 
respect to climate policies, such as its landmark green growth strategy: the European Green 
Deal. With the smart use of trade policy instruments, the EU may increase global outreach 
of the European Green Deal and increase the level of global ambition. The war in Ukraine, 
raising new security issues for Europe, adds a significant impetus to the European Green 
Deal. The EU has already declared its goal of fast reducing dependency on Russian fossil fuels 
and ramping up the production of clean energy. This acceleration may have a broad influence 
on various EU policies.

• The EU, until very recently, has not used the full potential of its global trade position to 
the benefit of climate policies. However, since 2019 - through its trade policy review - the 
Commission has undertaken a “green shift” of its attitude towards trade, accompanied by 
a fundamental change of its approach to the strategic autonomy concept. The war in Ukraine 
adds an additional argument for pursuing the path of combining the two elements and imple-
menting the concept of the “green strategic autonomy”. However, this reorientation demands 
a more proactive and coordinated approach of the Commission, European Parliament, and 
Member States towards unselective and coherent application of trade instruments and 
adopting new ones.

• The trade policy of the EU has traditionally been driven by the Treaty obligation of promoting 
trade liberalisation and the EU maintained “openness” to trade even in changing circumstances. 
Introducing measures that strengthen the TSD provisions in trade agreements or introduce 
additional market access conditions related to the environmental footprint of the products 
inevitably leads to a decrease in “openness”. It however enables better safeguarding of the 
competitive position of import-competing companies and introduces a global “level playing 
field” in terms of sustainability standards.

• The green trade agenda of the Commission, as well as the assumptions and policy instru-
ments, are still not recognised as the political priority in the Central and Eastern Europe 
region. The political discussion and public debate are focused more on domestic policies of 
the EU, although “greening” of the trade policy of the EU may have significant consequences 
for the trade flows of the CEE countries and thus their overall economic situation. EU 
membership had a positive effect on their trade volumes, both within and outside the EU, but 
the position and share in trade with the main partners of the leaders in the region – Czechia, 
Hungary, and Poland – is relatively stable.
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• The green shift of the EU trade agenda poses twofold opportunities for CEE countries. 
Firstly, levelling the regulatory sustainability requirements for EU-based and foreign-based 
producers can create incentives for reallocating production from polluting overseas coun-
tries to CEE countries. Such “nearshoring” can be driven by the stability of supply, lower envi-
ronmental footprint of production itself, and lower transport emissions and costs. Secondly, 
green trade creates export opportunities for producers of the emerging sustainable tech-
nologies and can strengthen their production capacity. However, to take advantage of these 
opportunities, the CEE countries should take decisive actions in the field of green transforma-
tion and create favourable conditions to benefit from first-mover advantage.

• Therefore, import-competing companies from the CEE region and policymakers should 
push forward the green trade policy agenda and strongly advocate for its implementation in 
a robust framework and coherent manner. CEE representatives are best advised to empha-
sise the need to implement policy adjustments and sustainability conditions as a part of 
the approach described therein as “green realism”. Pursuant to its basic assumption, green 
realism is an attitude that perceives the conditions related to sustainability introduced to 
trade agreements and domestic regulation through the lens of the position of domestic 
producers within global value chains. Simultaneously, to avoid accusation of merely being 
“green protectionism”, the green reorientation of trade policy must be accompanied and 
mutually strengthen the domestic policies and regulations.

• This policy brief brings a comprehensive analysis of the European Union approach, as well as 
assesses its effectiveness to 23 February 2022. From then on, the EU has adopted various 
restrictive measures on Russia in connection with the war in Ukraine. They inculde, but are 
not limited to, sanctions imposed on the Russia’s financial, energy, airspace and transport 
sectors, and the Russia-EU exchange of dual-use goods and advanced technology items. It 
remains clear that these restrictive measures will have the impact on the EU trade in many 
areas, which provides an additional argument for speeding up the green transformation in 
the EU to reduce dependency on imports from Russia. This development is signalized in this 
paper in the part related to the “green strategic autonomy”, however, the mid- and long-term 
scenarios of this will be outlined in the final report in this project.
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1. Introduction

The European Union has traditionally been the global powertrain in fostering and spreading out 
open rules-based trade and multilateral cooperation in the global exchange of goods and services. 
Trade policy is also one of the central policies and competences of the EU. Due to the strong 
market position of European exporters and their involvement in the global value chains (GVCs) 
trade has become one of the main levers of the EU for influencing processes beyond its borders1. 
Therefore, the Commission labelled trade as “one of the EU’s most powerful tools”, one that is 
“at the centre of Europe’s economic prosperity and competitiveness”2. Thus, the significance of 
trade for the European Union should be regarded as twofold – domestically and in the context of 
external relations with its partners. Actions of the EU in both dimensions have potential to exert 
widespread influence, and therefore the attention of stakeholders, including the Commission’s 
itself, has recently been focused on the trade instruments with which the EU could lead the global 
action to combat climate change.

The need to include more green elements in the trade policy corresponds with the general 
shift in the global landscape which, according to the Commission, is driven by five megatrends: 
1) dichotomous impact of globalisation on economies and societies, 2) rapid rise of China as the 
main actor in the global economy and trade, 3) climate change, 4) digital transformation and 5) 
consequences of the disruptions caused by the pandemic of COVID-193. The response of the 
EU to these megatrends will be oriented toward the need to improve its ability to make its own 
choices and shape the world around it through leadership and engagement, reflecting strategic 
interests and values of the EU.  

Figure 1. Five megatrends in trade policy

1 S. Meunier, K. Nicolaidis, The European Union as a conflicted trade power, Journal of European Public Policy, 2006, Vol. 13, 
No. 6, pp. 906-925.

2 Communication from the Commission to the European Parliament, the Council, the European Council, the European 
Economic and Social Committee and the Committee of the Regions, Trade Policy Review – An Open, Sustainable and Assertive 
Trade Policy, 18/02/2021, COM (2021) 66 final, p. 1.

3 Communication from the Commission, Trade Policy Review, pp. 1-3.

Dichotomous impact of globalisation on societies and economy

Rapid rise of China in global trade exchange

Climat change

Digital transformation

COVID-19 and distruptions to global economy and trade
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Simultaneously, EU trade policy has been given a new compass in the aftermath of the 
COVID-19 pandemic – open strategic autonomy, which can be interpreted as the combination 
of 3 elements: “resilience and competitiveness”, “assertiveness and rule-based cooperation”, and 
crucially “sustainability and fairness”4. The European Council referred to it as a new “key objective 
of the EU”5 and the European Commission presented 10 actions that should lead to the strength-
ening of “the EU’s capacity and freedom to act in the coming decade” based on „shared values, 
cohesion, strong multilateral governance and rules-based cooperation”6. In trade policy this trans-
lates into an approach that is more assertive than ever before. Therefore, shifts and adaptations 
to the hitherto model based on biggest possible openness and free trade are getting under the 
constraint of the need to build domestic resilience and diversifying supply of certain strategic 
goods and technologies. 

The new situation caused by the war in Ukraine is also setting a new context for the trade 
policy of the EU. Trade has no longer been used by the EU as the tool to access new markets and 
promote liberalisation (both in trade and political terms). For the first time the unprecedented 
sanctions imposed on Russia, followed by the withdrawal of many private companies from the 
Russian market, showed that trade policy of the EU may be its powerful weapon and translate 
into hard-power. Simultaneously, this new situation accelerated discussion about the need to 
reduce dependency on fossil fuels imported from Russia7 and provided an argument for building 
independence and resilience in energy supply through decarbonisation. This approach may be 
described as the “green strategic autonomy” and is based on 3D principle for climate policy – 
derussification, diversification and decarbonisation.

Nevertheless, sustainability is one of the crucial areas in which trade pragmatism has been 
confronted with trade protectionism under the green label also before the war in Ukraine. The 
need to balance the two contrasting approaches will characterise further developments that will 
determine the extent to which EU trade policy will become green-driven, or vice versa – green 
policy will become trade-driven. In this paper the developments around making trade policy of the 
EU greener are assessed from the perspective of the Central and Eastern European (CEE) Member 
States and their specificity8.

4 M.C. Vignarelli, The European Commission Trade Policy Review: The Effectiveness of Sustainable Development Chapters in EU 
FTAs, European Papers, Vol. 6, No. 1, 2021, pp. 1-2.

5 Special meeting of the European Council (1-2 October 2020) – Conclusions, 02/10/2020, EUCO 13/20, p. 1.
6 Communication from the Commission, Trade Policy Review, pp. 4-5; Communication from the Commission to the European 

Parliament, the Council, the European Council, the European Economic and Social Committee and the Committee of the 
Regions, 2021 Strategic Foresight Report, The EU’s capacity and freedom to act, 08/09/2021, COM (2021) 750 final, p. 1.

7 Communication from the Commission to the European Parliament, the European Council, the Council, the European 
Economic and Social Committee and the Committee of the Regions, REPowerEU: Joint European Action for more affordable, 
secure and sustainable energy, COM(2022) 108 final, 8.3.2022. 

8 The European response to the war in Ukraine can have a direct significant impact on trade between the EU and Russia. 
The mid- and long-term outcomes are to further analysis, however, changes in the main trading partnerships and in trading 
volumes may be expected.
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Figure 2. Main trade partners of the EU in 2019 
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2. Between Free and Green  
    Trade

The trade policy of the EU is strongly embedded in the Treaty provisions. Pursuing common 
commercial policy is one of the exclusive competences of the EU listed in Art. 3 of the Treaty on 
the Functioning of the European Union (TFEU). The guidelines for pursuing trade policy are also 
provided in other provisions – the preamble and Art. 206 of the TFEU state the EU’s preference 
for the shape of external trading relationships: trade policy should “contribute” to the “progres-
sive abolition of restrictions on international trade and on foreign direct investment, and the 
lowering of customs and other barriers” – hence the EU is constitutionally obliged to pursue a free 
and open trade agenda, as it has traditionally been interpreted by the Commission, the European 
Council (EUCO), and the Foreign Affairs Council of the European Union (FAC)9. 

However, the Treaty also contains provisions related to the role of environmental protection 
among other policies of the EU – according to Art. 11 of the TFEU, the requirements of environ-
mental protection must be integrated into the definition and implementation of EU policies and 
activities, with particular attention to the promotion of sustainable development. This so-called 
“horizontal” dimension of the environmental policy of the EU should make trade policy more 
green-oriented in the context of bilateral and multilateral, but also unilateral actions undertaken 
by the EU. 

Therefore, it is sometimes observed that “in its official rhetoric, the [EU] consistently portrays 
itself as an international actor committed to using trade agreements as tools to promote sustain-
able development, particularly in the context of its trade relations with developing countries”10. 
It is best exemplified by the approach of the Commission towards free trade agreements (FTAs). 
On the one hand, FTAs should serve as a trade liberalization tool, but on the other hand are 
also “platforms for enhanced cooperation pursuing [the EU’s] values and interests”11, including 
commitments to fulfil objectives of EU environmental policy. This strategy has strong rationale 
due to the EU’s pivotal role in international trade relations – it can effectively contribute to the 
promotion of sustainable development practices around the globe and “increase popular support 
for an open international trading system in the EU itself”12.

9 P. Krajewski, Always as an end, never as a means? The EU’s commitment to free trade and its limits, European Law Blog, 
17/01/2022, https://europeanlawblog.eu/2022/01/17/always-as-an-end-never-as-a-means-the-eus-commitment-to-
free-trade-and-its-limits/; see also: J. Larik, Foreign Policy Objectives in European Constitutional Law, Oxford 2016.

10 A. Poletti, D. Sicurelli, A.B. Yildrim, Promoting sustainable development through trade? EU trade agreements and global value 
chains, Italian Political Science Review/Rivista Italiana di Scienza Politica, Vol. 51, No. 3, November 2021, pp. 339-354.

11 Communication from the Commission, Trade Policy Review, p. 9.
12 A. Poletti, et al., p. 1.

https://europeanlawblog.eu/2022/01/17/always-as-an-end-never-as-a-means-the-eus-commitment-to-free-trade-and-its-limits/
https://europeanlawblog.eu/2022/01/17/always-as-an-end-never-as-a-means-the-eus-commitment-to-free-trade-and-its-limits/
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In recent discussions in academia, civil society, and within industries, trade’s negative impacts 
on the environment have been highlighted increasingly. They include, but are not limited to, energy 
use and water and air pollution resulting from maritime and aircraft transport, as well as the pres-
sure on the environment resulting from the export specialisation of certain world areas (the most 
frequently cited example is the deforestation in Borneo and Amazonia resulting from the increase 
in crop areas)13. “Greening” of trade policy must accommodate this perspective, as well as cover 
the risks resulting from openness to international trade, such as the increase in global emissions 
and risks to the domestic competitiveness of industries.

2.1 The benefits and externalities of free trade  
 for the EU

THE SHARE OF THE EU IN GLOBAL TRADE AND ITS SIGNIFICANCE FOR 
THE EU ECONOMY

Figure 3. The EU’s share in global trade in 2019
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According to the Commission’s data, “in 2019, the EU exported over EUR €3.1 trillion worth 
of goods and services and imported EUR €2.8 trillion of goods and services. Taken together, it 
makes the EU the biggest actor on the world trading scene”14. However, China and US are not far 
behind – if not slightly ahead – as the graph above shows. The Commission also highlights that 
“the EU is the number one trading partner for 74 countries around the world. It is the number 
one trading partner for Asia, Africa, the US, the Western Balkans, and the EU’s Neighbourhood”.15 
However, the current strong position of the EU in global trade is increasingly challenged by China, 

13 D. van’t Wout, The enforceability of the trade and sustainable development chapters of the European Union’s free trade 
agreements, p. 9.

14 Communication from the Commission, Trade Policy Review, p. 5.
15 Communication from the Commission, Trade Policy Review, p. 6.
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the emerging economic power no. 1, and the projected rapid growth of other developing coun-
tries, such as India or Indonesia. Therefore, the Commission acknowledges that “EU trade policy 
has to take into account the prospect that in a few years 85% of world’s GDP is expected to be 
produced outside its boundaries”16. Due to the demographic dynamics outside the borders of the 
EU it is also projected that the share of global GDP produced by the EU (and the USA) will be 
diminishing17. Therefore, the EU will become increasingly dependent on the import of production 
to maintain its potential for further growth of the economy. Simultaneously, countries without 
a common interest to promote free and open trade based on reciprocity, mutual market access 
and reduction of trade barriers will continue to challenge the EU.

In its recent Communication on the review of trade policy, the Commission is vocal about the 
economic benefits resulting from openness to trade – it even states that the internal and external 
openness of the EU is its building foundation. Further, the Commission indicates that among the 
large economies, the EU is one where trade accounts for the largest share of its economy. The 
Communication also points at the growing number of jobs related to exports (35 mln jobs in 2019 
compared to 20 mln in 2000). Further benefits are related to imports, which provide access to 
critical raw materials and other inputs within the GVCs – 60% of imports are used to produce 
goods in the EU. The Commission estimates that the income boost resulting from imports is about 
550 billion EUR. Pursuant to the Commission, this flow of benefits is mutual for the EU as well as 
exporters from low-income countries (with strong emphasis on Africa) – and thus, trade can serve 
as a tool to foster development and economic growth not only in the EU, but also worldwide18.

BALANCING OPENNESS WITH PROTECTION OF THE EU INTERESTS

The EU’s openness to trade should be a method of strengthening resilience and supporting the 
competitiveness of its various economic sectors. Openness should encompass open and undis-
torted access to international markets (new markets included) and open trade flows, which should 
benefit all stakeholders in the industrial ecosystem – the industry (regardless the size and place 
in the GVCs), workers, and citizens19. Hence, according to the Commission, free and open trade 
has mostly beneficial influence on the EU economy. This attitude might now be subject to some 
changes as part of an approach based on “strategic autonomy”.

However, the Commission’s perspective has long neglected the potentially negative impact 
of the openness to trade for some regions and industries. The Commission is generally aware of 
the „dichotomous” impact of globalisation – it describes it as a „formula of the successful-but-dis-
ruptive” process that creates both massive growth and inequalities. However, apart from this 
overall description, the Commission has never presented an in-depth analysis of these asymmet-
rical consequences that could balance its affirmative position on maintaining current openness 
for trade. Further, the COVID-19 pandemic exposed the negative implications of globalisation for 
domestic production capacities for essential goods, such as active pharmaceutical ingredients or 

16 Communication from the Commission, Trade Policy Review, pp. 3-4.
17 Communication from the Commission, Strategic Foresight Report 2021, pp. 5-7.
18 Communication from the Commission, Trade Policy Review, p. 5.
19 Communication from the Commission, Trade Policy Review, p. 6.
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personal protective equipment. Energy-intensive industries (EII) are another sector that has been 
negatively impacted by openness to trade. The industries were responsible for a major share of 
employment in the CEE region in 1989 but they lost their strong position due to the automa-
tion and offshoring of production, as well as environmental and social dumping (carbon leakage). 
Hence, the benefits of open and free trade for the EU economy are asymmetrical and the perspec-
tive on the role of trade in generating income and growth has not been equally approved in all 
regions of the EU. This observation is further supported by the perspective on the role of CEE 
manufacturers within the GVCs of European global producers.

GLOBAL VALUE CHAINS AND THE PERSPECTIVE OF CEE COUNTRIES

The EU has a central role in GVCs due to numerous factors. The most important one, and 
frequently cited, is the magnitude of the EU’s foreign production linkages and increasing impor-
tance of regional value chains. Simultaneously, it is observed that the increasing integration of the 
EU economy in GVCs influences a growing number of import-dependent companies that offshore 
their production of intermediate or finished products to developing countries with low labour 
costs and low environmental standards. These companies are using GVCs as their comparative 
advantage over their counterparts who rely on domestic production. Therefore, they are reluctant 
toward adopting EU-level legislative requirements that could result in cost increases along the 
value chain and they perceive inclusion of labour and environmental provisions into trade agree-
ments as having negative distributive effects for them. They are also expected to oppose burdens 
on their variable costs, i.e., costs related to transportation, insurance, fees, tariffs, and regulations. 
The available policy analysis shows that this group of companies has been very influential in 
shaping the trade policy in its current form – one that favours trade liberalisation. Their interests 
are in part common with the export-oriented companies, which rely on undisrupted access to 
foreign markets and perceive additional environmental and labour regulatory requirements as 
burdens impeding free trade and a potential risk for retaliatory actions from third parties. 

This perspective is in stark contrast to that of import-competing companies (EU producers 
who compete with products imported from outside the EU), for which the lack of reciprocity in 
regulatory requirements creates uneven conditions in respect of their competitive position against 
the exporters from outside of the EU. For them, introducing enforceable and effective regulation 
on the sustainability aspects of EU trade policy presents a chance for “levelling the playing field”20. 
Otherwise, they may get oriented on actively opposing any new regulatory burdens related to the 
environmental protection and climate change mitigation that are imposed on them domestically 
but are not binding for their direct competitors.

Therefore, the assessment of the current trade policy of the EU from the perspective of the 
CEE countries must consider the trade flow figures of the CEE producers, as well as their position 
within the value chains of European companies.

20 A. Poletti et al., pp. 2-4.
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Figure 4. Change in exports and imports (in billions of EUR) of CEE states since joining the EU

CEE states 2004 2007 2014 2020*

Export Import Export Import Export Import Export Import

Bulgaria - - 14 22 22 26 28 31

Czech Republic 55 56 89 86 132 116 168 150

Estonia 5 7 8 11 12 14 14 15

Croatia - - - - 10 17 15 23

Latvia 3 6 6 11 11 14 14 16

Lithuania 7 10 13 18 24 26 29 29

Hungary 45 49 70 70 83 79 105 101

Poland 60 72 102 121 166 168 239 229

Romania - - 30 51 53 59 62 80

Slovenia 13 14 22 23 27 26 39 37

Slovakia 22 24  43 44 65 61 76 74

CEE in total 211 238 396 458 605 606 789 785

EU** in total 2753 2659 3593 3599 4256 4026 4789 4510

CEE share in the EU 7,7% 8,9% 11,0% 12,7% 14,2% 15,0% 16,5% 17,4%

*data might be strongly biased due to disruptions in the trade flows caused by the COVID-19 
pandemic
**without the United Kingdom
Source: Eurostat, Intra and Extra-EU trade by Member State and by product group.

Figure 5. The share of individual CEE states in total foreign trade turnover of the CEE region in 2020 
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Several observations arise from the table and the chart above. Firstly, foreign trade turnover 
has been increasing year by year for all CEE states since joining the EU, although the figures for 
CEE countries make up a rather modest share of total numbers for the EU. However, this share 
has been steadily increasing by ca. 10 percentage points over the last 16 years. Further, some CEE 
states, especially the major ones (Czech Republic, Hungary, and Poland), achieved a trade surplus 
in the long term, while before joining the EU, their trade balance was negative. Having taken these 
remarks into account, one might conclude that EU membership has had a significant and positive 
influence on the foreign trade of CEE states. Therefore, changes in European trade patterns that 
may result from the adoption of green trade policy may have an effect on the CEE economies. 
Therefore, green trade policies adopted by the EU will be of particular interest to the CEE states. 
Moreover, any major decisions taken in that policy area should include the CEE states’ perspec-
tive. Given that the region holds a substantial, ever-increasing share in the EU foreign trade, it 
may shape the future exchange of European goods to a large extent, and this must be accounted 
for in transitioning to green trade.

The CEE perspective on EU trade cannot be properly addressed without a closer insight 
into the countries’ trade relationships. In considering the trading partners of CEE states, it is 
reasonable to only analyse in detail the foreign trade of the three largest CEE states – the Czech 
Republic, Hungary, and Poland. The reason for this is that these three countries account for more 
than 60% of foreign trade in the CEE region, as can be seen in Figure 5. Their foreign trade part-
ners are presented in the figures below.

Figure 6. Major trading partners of the Czech Republic, Hungary, and Poland for exports (by share 
in total exports) in 2020
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Source: Eurostat, Intra and Extra-EU trade by Member State and by product group and national statistics offices.
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Figure 7. Major trading partners of Czech Republic, Hungary, and Poland for imports (by share in 
total imports) in 2020
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Source: Eurostat, Intra and Extra-EU trade by Member State and by product group and national statistics offices.

One is advised to bear in mind that joining the EU did not have an impact on the proportional 
size of the trade exchange between CEE states and the European Union. The share of EU states 
in the total value of international trade exchange of the CEE countries is ca. 70% and has not 
changed significantly over the last 16 years. Therefore, one might argue that the nominal increase 
in the foreign trade of CEE states followed international growth patterns independent from the 
European Union. Assuming that is the case, the CEE region could benefit more from global trends 
rather than the EU itself in terms of international trade. Moreover, EU trade policies might be of 
neutral importance for the region. However, the aim of this paper is not to assess the influence of 
the European Union on the foreign trade of the CEE states.

As mentioned above, EU states account for more than 70% of the international trade value of 
Czech Republic, Hungary, and Poland. However, in general, the share of individual EU countries in 
the trade value is rather small.  Only the neighbouring countries stand out as particularly impor-
tant, especially Germany, which is the strongest economy in the region and the most important 
trading partner for CEE states. At the same time, the import/export links between the V4 coun-
tries themselves are not as strong as one might suspect.
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Figure 8. The share of the EU states in total foreign trade turnovers of the Czech Republic, 
Hungary and Poland since joining the EU
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Source: Eurostat, Intra and Extra-EU trade by Member State and by product group.

All in all, the vast majority of exports from CEE countries is EU-oriented. This fact shows that 
the producers in CEE countries are commonly import-competing and may be regarded by their 
trading partners from other EU countries as merely the substitute for producers from developing 
countries outside the EU. Therefore, the EU’s openness to trade combined with the lack of green 
ambition in EU trade agreements create unfavourable conditions for CEE countries’ competitive 
position. This asks for further analysis of the potential of the EU Green Deal in creating a more 
favourable trade policy environment for these countries. It appears that this is not receiving a lot 
of attention from policymakers in the region. There is certainly room for a more coordinated polit-
ical push from the CEE region to increase the “green dimension” of EU trade policy.

As far as sustainable trade is concerned, import from extra-EU27 countries gains importance, 
seeing as developing countries tend to apply lower environmental standards in their production of 
goods. This issue is of substantial meaning for CEE countries in the context of EU trade, because 
the share of CEE countries in EU trade with extra-EU 27 countries has been increasing: in imports 
there has been a surge by ca. 5 percentage points (from 8% to 13%) over the last 16 years.
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Figure 9. Major extra-EU27 trading partners of Czech Republic, Hungary, and Poland for imports 
(by share in extra-EU27 imports) in 2020
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As can be seen in Figure 9, in 2020 China represented the greatest share in extra-EU27 
imports of each of the three greatest CEE importers. Together, China and Russia, two states that 
cannot be said to apply high environmental standards in their production, accounted for as much 
as 60% of the total value of extra-EU27 imports (this is the case for Poland and Czechia). The 
isolation of Russia resulting from the war in Ukraine will probably lead to change in this situation, 
however from the CEE perspective, trade greening efforts should focus on trade exchange with 
the worse performing (in terms of sustainability standards) countries. However, even before the 
outbreak of the war the share of Russia in extra-EU27 imports and, as a result, in total imports was 
proportionally small in Czechia, Hungary and Poland. Therefore, Russia has not been the country 
of primary importance in applying green trade tools.

2.2 Impacts of greening domestic policies on   
 the trade policy of the EU

EU GREEN DEAL AND THE NEW TRADE POLICY 

The European Green Deal, published by the Commission in December 2019, has been dubbed 
by its President Ursula von der Leyen the “man on the moon moment” for the EU. It has wide 
ramifications for all EU policy areas, and thus for trade policy. In February 2021, as part of its 
review of the compatibility of EU policies with the new objective of achieving climate neutrality 
by 2050, the Commission published its “Trade Policy Review”. The document’s aim is to present 
the Commission’s intention to anchor a more sustainability-oriented approach in EU trade policy. 
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The EU Green Deal contains parts that refer to the trade and foreign policies of the EU, such as 
“stronger green diplomacy”, “mobilising all diplomatic channels (bilateral and multilateral)”, “green 
alliances through diplomatic and financial tools”, “EU’s market power in setting global standards”, 
“the EU as global donor of climate finance”, and the (particularly relevant for the CEE objective) 
“Green Agenda for Western Balkans”. On the other hand, the Green Deal, as a new growth strategy 
for the EU, “will be the driving force behind our competitiveness and will lead to a progressive 
but profound transformation of our economies, which in turn will have a strong bearing on trade 
patterns”21. 

Figure 10. Key actions for greening EU trade policy

To operationalise the propositions of the EU Green Deal, the Commission presented its “Fit 
for 55” legislative package in July 2021. As part of the package, the Commission published a legis-
lative proposal to establish a Carbon Border Adjustment Mechanism (CBAM), which is aimed at 
putting a price on carbon emissions embedded in imports. The Commission intends to publish 
further proposals aiming to make the EU’s market and trade policies more sustainable, such as 
the Sustainable Corporate Governance Directive, the Deforestation-free Value Chains Initiative, 
as well as the review of EU Free Trade Agreements’ Trade and Sustainable Development Chapters. 
In its effort to strengthen the EU’s Climate Diplomacy, the Commission also strongly pushes the 
EU Green Deal agenda forward in bilateral and multilateral cooperation with third parties. The 
Commission’s objectives are therefore related to preserving the integrity of the EU Green Deal 
and mainstreaming it across different areas of EU policies. Moreover, the EU market power is 
being used to impact the behaviour of the companies active on the Internal Market and diminish 
the environmental footprint of EU-based consumption. Hence, the Commission tries to extend 
the direct and indirect range of the EU Green Deal beyond the borders of the EU, which is directly 
related to the share of the EU in global emissions and the role of the EU in decreasing the emissions 
globally. By doing so, it also responds to the voices of critique that highlight the limited impact of 
EU actions globally and undermine the need to pursue ambitious climate policy objectives.

The war in Ukraine strengthens the EU green agenda and accelerates the clean energy tran-
sition. As announced in March 2022, “breaking the dependency on Russian fossil fuels will accel-
erate the change of the energy mix in Member States, which should be reflected in the func-
tioning of the electricity market. (…) The Commission is ready to develop a REPowerEU plan, 

21 Communication from the Commission, Trade Policy Review, p. 2.
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in cooperation with Member States, by the summer, to support the diversification of energy 
supplies, accelerate the transition to renewable energy and improve energy efficiency. This would 
accelerate the phasing out of Russian gas imports and reliance on fossil fuels and provide the best 
insurance against price shocks in the medium term by fast-forwarding the EU’s green transition, 
with a special focus on cross-border and regional needs. The need for greater security of supply is 
adding a new impetus to the objectives of the European Green Deal”22. As can be observed in this 
fragment, the current climate policy of the EU, based on the European Green Deal, is intended to 
be the basis for its resilience and independence in energy supply. The emerging “green strategic 
autonomy” in the energy sector will be thus realised through the approach based on 3D principle 
– derussification, diversification and decarbonisation.  This may translate into some adaptations 
of the EU Green Deal itself, but in a foreseeable future will lead to more robust “greening” of the 
EU policies – trade policy included. 

Figure 11. Global annual CO2 emissions in billion tonnes in 2020 
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Even before the war, the Commission has started to explicitly refer to the EU Green Deal in 
its diplomatic actions, although it has not yet identified any clear, consistent policy objectives and 
instruments targeted towards third countries23. The geopolitical dimension of the climate change 
challenge renders the EU’s trade policy one of the core means that the has at its EU disposal to 
address climate change at the global scale and simultaneously make globalization more sustain-
able and fairer24. 

22 Communication from the Commission, REPowerEU: Joint European Action for more affordable, secure and sustainable energy, 
p. 10.

23 F. Petri, Revisiting EU Climate and Energy Diplomacy: A Starting Point for Green Deal Diplomacy?, European Policy Brief 
EGMONT Royal Institute for International Relations, No. 65, November 2020, p. 3; see also: E. Guerin, The four pillars 
of European Green Deal diplomacy, European Council of Foreign Relations, https://ecfr.eu/article/the-four-pillars-of-
european-green-deal-diplomacy/.

24 M.C. Vignarelli, The European Commission Trade Policy Review: The Effectiveness of Sustainable Development Chapters in EU 
FTAs, p. 5.

https://ecfr.eu/article/the-four-pillars-of-european-green-deal-diplomacy/
https://ecfr.eu/article/the-four-pillars-of-european-green-deal-diplomacy/
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This shows that the Commission acknowledges the link between domestic ambitions and the 
global scale of the challenge. It remains questionable whether it will translate that into real change 
in its approach to trade policy and show a similar level of ambition globally as it does domestically. 
As shown on the above graph, the limited share of the EU in global emissions means it must make 
its domestic policy a global effort for it to be successful. At the same time, the EU’s pursuit of the 
green agenda within its borders has already caused tensions both within and outside the EU. The 
Commission tries to align the objectives of trade policy with that of achieving climate neutrality 
by 2050, referring in this context to the Paris Agreement. Valdis Dombrovskis, the Executive Vice-
President of the Commission, who is responsible for its trade portfolio, even made a ratification 
of the Paris Agreement a mandatory condition for potential trade partners. He is also about to 
propose “respect of the Paris Agreement” as an essential element of future EU FTAs, in which the 
violation of PA obligations would enable one party to withdraw trade preferences granted to the 
other party25. 

The Commission seeks a way in which EU trade policy could “help transform the EU’s 
economy in line with the green (…) transition”. To achieve coherence and cooperation between 
the various internal policies of the EU with and its trade policy, the latter should “unequivocally 
support” ambitions of the Green Deal. Furthermore, “the green (…) transition should therefore be 
a key priority for multilateral and bilateral trade policy”26. The Commission intends to maintain the 
current openness in its trade policy to achieve these objectives. However, such a clear preference 
for the role of trade policy in fulfilling the objectives of the Green Deal is transformative for its 
traditional objectives– ensuring market access and abolishing barriers to trade.

However, the Commission intends to use the hitherto openness of the EU (and the attrac-
tiveness of its Single Market) as an asset in building its position as a credible partner for other 
countries. This position should then be used by the EU to lead the fight against climate change 
and achieve climate neutrality in a multilateral and cooperative manner. As part of its narrative on 
the potential of more sustainable growth, the Commission intends to promote “the understanding 
among our partners that the green transformation is not only a necessity in the medium term, but 
already constitutes smart economic policy today”. This is particularly relevant for the biggest emit-
ters and polluters, and the EU could use its position in global trade as a lever for enhancing their 
contribution to climate change mitigation and the preservation of biodiversity27. The Commission 
thus suggests that trade should be used as an answer to the demand for global action on climate 
change. The pathway to global green transition could then be guided by the domestic policies 
of the EU. A question that must be analysed individually and in more detail is whether the EU is 
currently rightly positioned and equipped to do so.

25 D. van’t Wout, The enforceability of the trade and sustainable development chapters of the European Union’s free trade 
agreements, “Asia Europe Journal”, 16.6.2021, https://doi.org/10.1007/s10308-021-00627-1, p. 9.

26 Communication from the Commission, Trade Policy Review, pp. 9-10.
27 Communication from the Commission, Trade Policy Review, p. 6.
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CEE PERSPECTIVE

The plans of the Commission regarding the sustainability of trade are in line with the general prin-
ciple of global action on climate change – the principle of bigger responsibility of post-industrial 
and developed countries for reduction efforts. Although the EU is not among the biggest polluters 
on the planet if accounting for domestic emissions, this balance shifts when the emissions implied 
in transport and external production are taken into equation. This adjustment enables the calcula-
tion of the “trade adjusted emissions” ratio that shows whether a country imports more emissions 
than it produces territorially, or vice versa. The higher the percentage, the more the country relies 
on the import of products that generate emissions elsewhere, and vice versa. As shown below, 
this turns some countries into the exporters of emissions (these countries are the place of their 
“outsourcing”) – China, India, Russia, or Iran – and on the other hand, shows which countries in 
the world are more dependent on the imports with embedded emissions – the EU is among the 
biggest such importers. Therefore, the majority of emissions included in the consumption of the 
Western EU countries, such as Germany, is embedded in trade with China and other developing 
countries. 

Figure 12. Global trade-adjusted emissions
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Figure 13. Trade-adjusted emissions for CEE countries
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In the EU, and specifically in the CEE region, the only exporter of emissions is Poland. This 
may suggest that the bigger-than-EU-average emission production of its economy is not entirely 
caused by domestic processes but may be attributed to the export of goods within value chains to 
the other EU Member States. The adjustment of emissions with trade flows might show whether 
the countries are the outsourcers of emissive production processes or a destination thereof. The 
similarity of the situations for China, India, and Poland may again suggest that all these countries 
are in a similar competitive position as the destination for “dirty” sub-production of European final 
producers. Therefore, the reshoring or reallocation of production within value chains back from 
Asia to CEE countries may lead to a lower level of emissions, but only if these countries are able 
to decouple their production growth (accounted for GDP growth) from the emissions.
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Figure 14. GDP per capita (in thousands of international dollars) & GDP growth per capita in CEE 
countries (1995-2018)
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Figure 15. Consumption emissions per capita (measured in tons) in CEE countries (1995-2018)
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Decoupling of consumption emissions from the economic growth has been possible for most 
EU Member States. In general, for the EU, both domestic and trade-adjusted emissions have been 
falling since 1990. However, the offshoring of emissions has helped to achieve a larger domestic 
emissions fall, while maintaining economic growth. This direction has very much been visible in 
the case of the CEE countries on the charts below, where consumption-based emissions have 
shrunk for most of them, whereas the GDP per capita has grown (as shown above). However, as 
can be observed, the GDP grew faster than the consumption of emissions. Therefore, it is possible 
to determine the ratio of consumption-based-emissions intensity of GDP (calculated as consump-
tion-based emissions per capita/GDP per capita) for CEE countries and see whether it has risen 
or shrunk throughout the years. 

Figure 16. Decline in consumption-based emissions ratio intensity of GDP in CEE countries 
(1995-2018)
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On the chart above, the decline in this ratio is shown for all CEE countries, which means that 
all of them were able to achieve economic growth while (partially) decoupling this growth from 
consumption-based emissions. This decoupling can only partially be explained by the change in 
the GDP structure of CEE countries. Although the share of manufacturing shrank in most of them, 
this trend was not as dynamic as the decline in consumption-based-emissions to GDP ratio (espe-
cially for countries like Slovakia, Hungary, or Poland). Furthermore, consumption-based emis-
sions account for both domestically produced and imported emissions, so the decline in domestic 
emissions shown in Figure 16. below should also be taken into consideration while assessing the 
shrinking emissions intensity of manufacturing in CEE countries. 
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Figure 17. Share of manufacturing in GDP

Country
Share of manufacturing in GDP (in percentage)

Difference  
(in pp.)

1995 2018

Czechia 21,56 22,68 1,12

Croatia 18,31 12,31 -6,00

Estonia 16,98 13,56 -3,42

Hungary 18,19 18,50 0,31

Latvia 17,62 10,56 -7,06

Lithuania 16,73 16,58 -0,15

Poland 19,38 16,73 -2,65

Romania 23,87 18,70 -5,17

Slovakia 19,04 18,93 -0,11

Slovenia 21,57 20,30 -1,27

The domestic emissions in the EU (and even more so in the CEE countries) shrank, while 
they rose globally and in international transport. This means that for European import-dependent 
companies, shifting production away from remote destinations like China or India and locating 
it in CEE countries would help to reduce the emissions globally by decreasing the carbon foot-
print of transport and production. This would bring significant economic benefits for CEE-located 
import-competing companies. 

Figure 18. Production of emissions (1990-2019)
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The discussion on shortening value chains and reshoring production back to Europe has 
recently mainly revolved around the issue of resilience and supply certainty after the disruptions 
related to the COVID-19 pandemic. This discussion should now be supplemented by arguments 
related to sustainability. This aspect constitutes an additional argument for introducing measures 
that would result in levelling the playing field for producers within and outside of the EU. This, in 
turn, could result in the imposal of sustainability-related requirements on the EU’s trading part-
ners. Although such an attitude towards EU trade policy is being criticized as a form of “green 
protectionism” by the supporters of free trade, it could constitute a pragmatic, rationalistic, and 
evidence-based approach. By applying this, CEE countries would be taking into consideration not 
only the moral obligations of combating climate change but also economic interests and industrial 
competitiveness of domestic producers – and thus, an approach based on “green realism”.
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3. The potential of “Green    
    Realism” for CEE countries

There are various reasons why the CEE countries should adopt the approach based on “green 
realism” and internalize the objectives of EU green trade policy. The states would be using it for 
their own benefit instead of opposing to green trade as a culturally foreign element of the Brussels 
agenda. Supporting the introduction of environmental standards and requirements in trade agree-
ments could improve the situation of their domestic producers within the European integrated 
value chains. In its trade policy review, the Commission offered the perspective for intensifying 
trade relationships and enhancing the sustainable development agenda with the partners that 
are geographically closest to the EU – in particular, the Western Balkans and Eastern Partnership 
countries28. It could open new possibilities for CEE countries to establish close economic ties with 
these partners thanks to geographical proximity, historical and cultural similarities. Moreover, 
these countries together share common challenges, such as dependence on energy supplies from 
Russia (to be swiftly changed as a consequence of the EU sanctions on Russia imposed in connec-
tion with the war in Ukraine) or insufficient domestic investment capacities in respect of high 
green transformation costs. The war in Ukraine shows that these negative circumstances trans-
late into direct threat for their national and energy security and decarbonisation is the best way 
to increase resilience and “green strategic autonomy”. This priority has moved from the long-
term objective into short-term necessity. Close economic integration and developing regional 
value chains at this phase of their sustainable development and (in some cases) accession process 
can prove to hold significant benefits in the mid-term and long-term future. As shown below, 
the potential for increasing the intensiveness of EU trade exchange with Western Balkans and 
Eastern Partnership countries is still existent. The comparison with ASEAN countries and India 
offers the perspective of the remaining gap that the trade with Eastern Partnership countries and 
the Western Balkans has to bridge.

28 Trade Policy Review, p. 17.
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Figure 19. Volume of EU trade (in mln EUR) with Eastern Partnership countries and Western 
Balkans

Volume Share in the total trade of the EU

Eastern Partnership

Ukraine 39653 1,09%

Belarus 10076 0,28%

Moldova 4226 0,12%

Georgia 2335 0,06%

Armenia 1050 0,03%

Azerbaijan 7896 0,22%

Eastern Partnership in total 65236 1,79%

Western Balkans

Serbia 25335 0,69%

Bosnia-Herzegovina 9602 0,26%

North Macedonia 8652 0,24%

Albania 4545 0,12%

Montenegro 1099 0,03%

Kosovo 1328 0,04%

Western Balkans in total 50561 1,39%

Figure 20. Volume  of  EU  trade  (in mln EUR) with  ASEAN  countries,  India,  Western  Balkans  
and  Eastern  Partnership countries
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However, to be able to reap all benefits offered by the (wider) opening of new markets for CEE 
countries, they must develop their own competences in breakthrough sustainable technologies 
and undergo transformation from backmarkers to leaders of technological change. Poland should 
become a major exporter of sustainable technological solutions, instead of being a major EU 
exporter of emissions. Other CEE countries could also strengthen its domestic production compe-
tences to decrease dependence on imports and integrate value chains around own companies and 
export “champions”. The development of CEE-integrated value chains in sustainable technologies 
could also lead to a better balance in trade with the rest of the EU (especially the Western coun-
tries) and put them in better position to become the go-to destination for the Western Balkans 
and Eastern Partnership countries. Therefore, it is necessary to increase the level of domestic 
ambition and provide inner stimulus for markets in breakthrough and emerging technologies in 
the areas related to the green transition. 

Therefore, “green realism” in trade policy should be accompanied by ambitious and robust 
green policies targeted at domestic industries and companies. Only then can “green realism” 
become the new success story, also for potential Member States of the EU. The narrative of costs 
and burdens of the green shift in EU policies (including trade) would transform into a narrative of 
green chances. This would thus significantly contribute to the strengthening of the outreach of 
Green Deal policies beyond the borders of the EU and would prove mutually beneficial – both for 
the CEE countries and for the EU as a whole.
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4. Conclusions and  
    recommendations

Trade policy of the EU in-between “green” and “open” agendas - As has been shown above, the 
trade policy of the EU is strung between contrasting interests. On the one hand, the interests of 
the domestic import-dependent producers frequently lead to trade liberalisation at the cost of 
achieving climate targets. This prompts some of the scholars to name the EU “a selective norma-
tive power”, as it is more likely to prioritise normative goals (including environmental protection) 
when doing so is compatible with the interests of its domestic producers (albeit mainly import-de-
pendent or export-oriented). However, for the import-competing producers, such as subcontrac-
tors and producers of intermediary goods, establishing higher regulatory environmental require-
ments in trade agreements concluded by the EU might be a pragmatic postulate. It would lead to 
the creation of a level playing field within value chains, for which they should seek support from 
other stakeholders, such as NGOs and the authorities of member states29. 

The “European Green Deal” as a strategic compass for the EU’s foreign policy – Another 
dimension that should be considered while assessing the capability of EU trade policy to foster 
the impact of the EU Green Deal beyond its borders is a matter of adopting a coherent and inte-
grated approach towards overarching policy goals and objectives – achieving climate neutrality 
in 2050 and building strategic autonomy. This ambition will demand effective resolution of colli-
sions between different objectives of policy areas – one example being the tension between the 
objectives of EU climate policies and the energy policy aim of ensuring the security of supplies 
(also in the context of ensuring replacement for gas imports from Russia). It will also be a very 
difficult exercise in avoiding fragmentation between various member states and parts of the EU 
(especially in areas covered by the shared competencies of the EU, where the member states must 
express consent for entering a trade agreement into force). The differences in national energy and 
climate characteristics and climate ambitions will have an influence on the willingness to align 
domestic and trade policies, and in which sequence. For the CEE countries, it will be a particularly 
difficult dilemma to resolve as raising the level of ambition can be politically impossible without 
introducing prior safeguards for the competitive position of so-called “trade trapped” sectors, 
such as energy intensive industries and fossil-fuel-dependent energy markets30. However, to end 
on a more optimistic note, it can be observed that the trade policy of the EU can be a solution to 
this problem by involving external partners to elaborate solutions for industrial decarbonization 
at a global scale. 

29 A. Poletti et al., pp. 3-5 & 12.
30 F. Petri, pp. 3-4.
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Sustainable coordination instead of irresponsible liberalization – Furthermore, the focus 
of the recent legislative proposals and policy reviews put on the table by the Commission is 
more oriented towards “managed trade” instead of pursuing a “free trade” agenda. The aim is 
not primarily to facilitate market access and remove barriers for trade, such as tariffs or export 
contingents, but also to promote technical and regulatory standards through trade to reach policy 
objectives in a more coordinated manner and expand them beyond the borders of domestic legis-
lations. This is a widely observed trend that is slowly turning into a continuous tendency and 
therefore should be approached pragmatically and used in both soft and opportunistic manner to 
protect the interests of the EU beyond its borders – the green trade agenda should be much more 
than a moral obligation.

“Green realism” as the contribution of the CEE countries to the European perspective on 
trade policy – Above observations lead to the formulation of the policy postulate, especially 
addressed to the policymakers in CEE countries, on adopting the approach labelled in this paper as 
“green realism”. Using trade policy of the EU as a tool to level the playing field between CEE-based 
import-dependent companies and foreign-based producers becomes the mandatory objective of 
Realpolitik for these countries during current review and reorientation of trade policy of the EU. 
Therefore, the legislative green trade agenda of the Commission deserves particular attention from 
the policymakers and diplomats. It will not only determine the competitive position of CEE-based 
producers within global value chains, but also the range of opportunities for CEE-based exporters 
of emerging and breakthrough sustainable technologies. Eastern Partnership countries and the 
Western Balkans should be pointed to as future directions for CEE countries’ trade expansion. 
However, “green realism” in trade should be followed (or even preceded) by “green ambition” at 
home. 

“Green strategic autonomy” – no longer a long-term plan. As the current aggression of Russia 
in Ukraine shows, the comfort of implementing green transition as the long-term exercise is long 
gone. One can argue that the situation related to the climate change has been a cause for this 
a long time ago31, however the reluctant perspective of CEE countries in undertaking transfor-
mation effort was mostly related to the arguments on the need to maintain energy security and 
on high transformation costs. Since 24 February 2022 this perspective and definitions of energy 
security and high transformation costs have to change in the very short time. Energy security will 
be durably provided only by eliminating dependency on the imports of fossil fuels (coal, gas and 
oil) from Russia, and in the next step completely. High investment costs of transformation are 
significantly lower than alternative cost of maintaining current model (exposed to price variability 
and fluctuations of the supply on the markets). Therefore, the need to increase the transforma-
tion efforts, especially in CEE countries that are most exposed to the direct Russian threats and 
blackmailing, is now the matter of urgency. This sense of urgency should be translated into actions 
aligned into three steps approach along with the 3D principle – derussification, diversification and 
decarbonisation.

31 See the IPCC  Climate Change 2022 Report Impacts, Adaptation and Vulnerability: https://report.ipcc.ch/ar6wg2/pdf/
IPCC_AR6_WGII_FinalDraft_FullReport.pdf. 

https://report.ipcc.ch/ar6wg2/pdf/IPCC_AR6_WGII_FinalDraft_FullReport.pdf
https://report.ipcc.ch/ar6wg2/pdf/IPCC_AR6_WGII_FinalDraft_FullReport.pdf
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Green Realism 
How to spill the European Green Deal over the borders of the EU and make it work for CEE countries?

Figure 21. Share of imports from Russia in gross available energy in 2020
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