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ABSTRACT

The first two decades of this millennium were marked by major political, economic and 
geopolitical disruptions. This has led many analysts to predict that the world economy is 
entering a phase of “deglobalization” – that is, a retreat from the globalization process. This 
policy brief discusses how “deglobalization” affects the role and relevance of international 
trade institutions and agreements. The basic message is that investing in the improvement 
of the rules-based multilateral trading system and its main institutional anchor, the World 
Trade Organization (WTO), is of critical global importance to maintain non-discriminatory 
and fair trade relations, while recognizing the diversity of goals that different countries may 
legitimately pursue in the public interest.
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CHALLENGES

Gaps in World Trade Organization (WTO) disciplines and the fact that domestic regulations 
vary imply that a level playing field is not guaranteed. How to achieve proper and effective 
implementation of the agreed rules of the multilateral trading system by all the contracting 
parties? How to update the existing rule book to clarify the rules in areas where frictions have 
emerged (e.g. subsidies and state support)? How to cover gaps in the rule book, whether 
old ones in agriculture and traditional services or new ones associated with technological 
change (e.g. e-commerce), the environment and the post-pandemic recovery? Is the cur-
rent balance in WTO obligations between the advanced and the developing economies 
appropriate? Increasingly, members are looking to plurilateral agreements in the WTO and 
regional accords as means to respond to current trade requirements. This highlights a risk 
of fragmentation in the system. Where disputes have arisen, some members have applied 
domestic trade restrictive measures and countermeasures without appropriate regard to 
WTO commitments and rules, further adding to the difficulties. Contesting such actions 
in the WTO Dispute Settlement System (DSS) has lost effectiveness as the Appellate Body 
(AB) is no longer operating due to blockage in the appointment of adjudicators. This policy 
brief draws on lessons from the experience with regional trade agreements and investment 
treaties and suggests options for handling these pressing, systemically important trade 
challenges of the 21st century.
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CONTEXT

IS IT “DEGLOBALIZATION” OR A “RESHAPED 
GLOBALIZATION”? 

The process of international economic integration, a major driver of the globalization process 
and of economic growth, has been slowing down since the global financial crisis (2008-09). 
The last decade has witnessed a decline in the growth of international trade in merchan-
dise, a slowdown in the dynamism of global value chains (GVCs) and significant declines in 
international capital flows. 

It is also true that some aspects of the globalization process continued to evolve in a dy-
namic fashion. International immigration numbers and data flows via digital channels are 
two examples. Some dimensions of trade were reshaped as trade was virtualized thanks to 
technological developments. 

Even though a substantial share of world trade continues to be conducted under most-fa-
voured-nation (MFN) terms, the COVID-19 pandemic has compounded the problems for 
international economic integration, particularly with respect to international travel and via 
the adoption of restrictive policies for trade in medical inputs and vaccines. At the same 
time, the pandemic fostered cross-border services flows (via e-commerce), once again un-
derscoring the many facets of the globalization process. 

THE NEED FOR REFORM 

Unless stakeholders invest in the functioning of the multilateral trade system and its main 
institutional anchor, the WTO, the period ahead may be characterized by further trade ten-
sions, magnifying the danger of “deglobalization” (see Akman et al., 2020; Sacerdoti, 2021). 
The WTO is facing many challenges, including how to achieve proper and effective imple-
mentation of the agreed rules of the system by all the contracting parties; how to update 
the existing rule book to clarify the rules in areas where frictions have emerged (e.g. on 
subsidies and state support) to ensure a level playing field in the new competitive environ-
ment and to cover gaps, whether old ones in agriculture and services or new ones opened 
by technological change (e.g. e-commerce); and the importance of the restoration of the 
functioning of the DSS – and the AB – to ensure clarity and predictability in the meaning and 
application of the WTO rules. 

BUILDING MULTILATERALLY WITH MEGA-REGIONAL BRICKS

The WTO has struggled to deliver results in its key functional areas of trade negotiations, trade 
policy monitoring and dispute resolution. Many WTO members have turned to preferential 
trade liberalization efforts as a more expeditious means to address pressing trade challeng-
es. Three major mega-regional accords have successfully advanced to conclusion over the 

Confronting “Deglobalization” in the Multilateral Trading System 4



past three years: the Comprehensive and Progressive Agreement for Trans-Pacific Partner-
ship (CPTPP) in the Pacific Basin, the Regional Comprehensive Economic Partnership (RCEP1) 
in Asia and the Pacific, and the United States–Mexico–Canada Agreement (USMCA) in North 
America. WTO members have accumulated a wealth of experience from such accords. 

Regionalism and preferential agreements may help to avoid the complex and time-con-
suming need to achieve a global consensus at the WTO. Using the regional trade agreement 
(RTA) route, like-minded countries may be able to advance more quickly to deliver greater 
liberalization than might be doable via the WTO. Where RTA liberalization delivers benefits, 
it can attract new members or efforts to replicate such arrangements. The discriminatory 
impacts on non-participants may then fuel calls to make the terms of these arrangements 
universal.2 Table 1, in the Appendix, highlights some illustrative cross-references between 
the WTO Director-General’s (DG) listing of member priorities and the approaches found in 
current-generation mega-RTAs. 

NEXT STEPS

How might WTO members advance based on this experience? For instance, in the case of 
trade and environment, one option might be to simply mandate membership in relevant ex-
isting multilateral environmental agreements. Another option in that regard might be to nego-
tiate a requirement that members have in place a statute on environmental protection, even if 
the exact terms of protection are left open and determined at the domestic level. In other cas-
es, a plurilateral opt-in arrangement may provide a vehicle for generalizing a particular lesson 
from RTAs. For example, some RTAs have advanced services disciplines by requiring transpar-
ency, stakeholder consultation and contestability in trade-related regulatory processes. 

If a traditional binding trade agreement is not immediately doable at the WTO, it may still 
be possible to establish a working group to promote convergence. Mega-RTAs are generally 
meant to be living agreements that evolve using standing bodies to monitor, consult and 
cooperate. A similar structured approach could be applied via a WTO committee of interest-
ed members. This may permit progress in sensitive areas such as protection of trade secrets 
(an unfinished point of business under the Trade-Related Aspects of Intellectual Property 
Rights (TRIPS) Agreement) (see Lippoldt and Schultz, 2014).

LESSONS FROM OTHER AGREEMENTS

It is difficult to imagine that any major reform of the WTO or any new multilateral or plurilat-
eral deal will succeed without the concurrence of the major trading powers.3 The content of 
the China–EU Comprehensive Agreement on Investment (CAI), which was concluded in De-
cember 2020 and awaits ratification, is worth mentioning in this context. The CAI focuses on 
aspects of investment relations that are usually neglected, therefore some of its provisions 
may serve as examples for other countries. The agreement has potentially important sys-
temic implications because it covers rules on subsidies and state-owned enterprises (SOEs), 
which have been a bone of contention at the WTO.
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In the services sector, the CAI binds China’s unilateral liberalization for the benefit of Eu-
ropean Union firms. Comparing the CAI with China’s WTO commitments under Mode 3, 
there are several improvements, primarily, China opens to foreign investment in a number 
of sectors that were previously not covered in its General Agreement on Trade in Services 
(GATS) schedule. 

The CAI also contains an obligation for the parties not to “impose or enforce any require-
ment or enforce any commitment or undertaking … to transfer technology, a production 
process, or other proprietary knowledge to a natural person or an enterprise in its territory”. 
The words “impose or enforce” are crucial (see Mavroidis and Sapir, 2021). They imply that the 
parties to the agreement cannot impose technology transfer (TT) requirements on foreign 
firms that want to invest or have invested in their jurisdictions. 

The CAI contains a precise and comprehensive definition of SOEs by applying rules to SOEs 
at all levels of government, including local government. The CAI’s disciplines on subsidies in 
services also represent a major improvement since the WTO only covers subsidies in goods 
trade. The intention to negotiate disciplines on subsidies in services was included in Article 
XV of GATS, but these negotiations never took off.

WTO LAW AND SOES

SOEs play an important role in the global economy.4 There is no textual reference to the 
term “SOEs” in the WTO agreements. The WTO places no restriction on their operations, 
provided they operate on a commercial basis. Until very recently, trade scholars barely even 
mentioned SOEs because they were not seen as a WTO problem. But there is no doubt that 
many provisions of the WTO are applicable to SOEs. 

Recognizing the limitations of general multilateral trade rules, WTO members chose to add 
customized disciplines for certain members on an ad hoc basis through the contracting pro-
cess of the negotiation of protocols of accession. China’s Protocol of Accession includes the 
most elaborated provisions on non-market economies (NMEs), as well as additional constraints 
on the activities of SOEs (see WTO, 2001). However, even these additional provisions are not 
considered adequate to cover the pervasive nature of the issue currently. Moreover, the disci-
pline on subsidies to SOEs is solely applied to subsidies contingent on the trade in goods. 

In the absence of a shared definition of SOEs and of any understanding of the reasons why 
these enterprises should be subjected to multilateral rules, it is not possible to derive a gen-
eral duty of transparency on the impact of negative spillovers on the trading system as a 
result of SOEs’ operations. Potential lessons from the CAI text could be taken into account 
when addressing this issue multilaterally at the WTO.

THE DSS: FROM A SUCCESS STORY TO A PARALYSING CRISIS

The WTO dispute settlement system has operated to the satisfaction of most members and 
other stakeholders for more than twenty years. The system worked relatively smoothly un-
til 2017, when the DSS started to show fatigue, especially due to the length of proceedings 
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which went well beyond the speedy resolution that had been envisaged. Rising complexity 
and numbers of disputes were the main contributors to the strain. 

With the continued blocking of new appointments, by which the USA signalled its dissatis-
faction with the operation of the AB and its results, the AB had to cease operations in 2019 
due to a lack of judges. Panel proceedings, while continuing to take place, are ultimately 
ineffective. Losing parties are able to systematically appeal unfavourable panel reports to 
the non-operational AB, thus paralysing the DSS outcomes. 

In 2018, New Zealand’s Ambassador David Walker, then chair of the General Council, was 
appointed as “Facilitator” to unblock the stalemate. His technical proposals (“quick-fix”) are 
considered by most WTO members to be adequate or, in any case, to provide a good basis 
for resolving the issues. We concur with this evaluation. The stability of case law is important 
to ensure the predictability of the rules, since interpretation of any provision in dispute by 
the AB is relevant for all members. This does not mean that precedents should be binding 
per se, a statement that in fact the AB has never endorsed.

WTO REFORM: A CLUB OF CLUBS APPROACH?

The modus operandi of the WTO needs to be rethought to reflect changes in the glob-
al economy, the diversity of its membership and the increased range of trade issues it is 
required to tackle. The WTO must find new ways to advance open and predictable trade 
without abandoning its basic principles of non-discrimination (most-favoured nation, MFN; 
national treatment, NT). It must move from a mindset where everyone has to agree on 
everything for any deal to be struck, to one where deals are struck as waypoints towards the 
ultimate objective.

Waypoints are not novel to the organization, even if it is not always thought of as such. For 
example, under Special and Differential Treatment (SDT), developing countries retain cer-
tain flexibilities until they self-designate as advanced countries. Under Article XXIV of the 
General Agreement on Tariffs and Trade (GATT) and Article V of the GATS, members can 
strike regional agreements that discriminate against other members provided they fulfil 
certain conditions. 

Other examples of waypoints in the WTO are plurilateral agreements. These include agree-
ments that do not bind all members and are not MFN (e.g. the Government Procurement 
Agreement, GPA 1994, signed at the end of the Uruguay Round) and “critical mass” agree-
ments in which members accounting for a large share of trade undertake obligations but 
allow the benefits of the agreement to be applied on an MFN basis. These agreements can 
be effective waypoints towards non-discrimination insofar as they have reasonable provi-
sions for acceding to them.

Changing the mindset of the WTO from the pursuit of difficult-to-achieve universal deals to 
regional and plurilateral waypoints towards freer world trade means that the WTO needs 
to move in the direction of a “club of clubs” approach as suggested by Lawrence (2006). In 
Lawrence’s conception, the “clubs” are plurilateral agreements, but one could explore the 
concept in the context of other exceptions to non-discrimination under WTO rules. 
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PROPOSAL

As a club of clubs, the WTO would actively promote trade opening and predictability in all 
its forms: regional, plurilateral and multilateral. It would support these processes through 
hard disciplines when possible – that is, in international treaties subject to legal recourse – 
but also through softer consultation, coordination and peer review mechanisms (as in the 
Organisation for Economic Co-operation and Development (OECD) or the Stability Forum).
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PROPOSALS

In order to improve the functioning and centrality of the WTO, prevent further politicization 
of trade and address sensitive trade matters, the following recommendations, taken in the 
order they were raised in the text, are suggested:

ظ  Recommendation 1: National security and public morals are valid exceptions to the 
application of multilateral rules, but they should not be abused. As a first step, mem-
bers should commit to a credible standstill on new trade-restrictive measures, includ-
ing trade-distorting subsidies. Unilateral restrictive measures destabilize global value 
chains and put at risk one of the main positive results of trade liberalization, stability 
and predictability of the trade regime for all. Legitimate national concerns, such as 
the availability of medical devices and vaccines in the face of pandemics, should be 
addressed through enhanced cooperation and mutual support rather than through 
unilateral measures.

ظ  Recommendation 2: In developing WTO responses to new issues at the multilateral 
level, due reference should be made to the experience of existing RTAs, with a view to 
adapting and generalizing lessons where appropriate. In each of the member country 
priority areas cited by DG Ngozi Okonjo-Iweala upon her appointment, there are rele-
vant insights to be drawn from recent RTAs. 

ظ  Recommendation 3: On issues where a formal, binding international trade agreement 
is not yet doable, it may be possible to promote convergence and coordination via 
issue-specific focused dialogue on emerging trends in trade-related policies, stand-
ards and regulation, including development of best practices and recommendations. 
Recent RTAs such as the CPTPP and RCEP provide examples of structures developed 
with such objectives in mind, as does the experience with soft law development at the 
OECD.

ظ  Recommendation 4: The proposed EU–China CAI provides a relevant illustration of 
means to bridge divisive issues between leading trading nations with different domes-
tic economic models. Potentially relevant examples include the agreement’s precise 
and comprehensive definition of SOEs, disciplines on subsidies in covered services, 
commitments on labour and environmental standards, and transparency provisions. 

ظ  Recommendation 5: Potential multilateral disciplines on SOEs should consider the 
experience in recent regional trade agreements (e.g., the CPTPP and USMCA) with 
obligations related to non-discrimination and commercial considerations. These cover 
services and investment, domestic operations of firms, respect for the principle of na-
tional treatment, and SOE compliance with requirements for non-discrimination and 
commercial considerations.

ظ  Recommendation 6: The Agreement on Subsidies and Countervailing Measures 
(ASCM) could be updated, drawing on RTA experiences by providing an illustrative list 
of public bodies and their characteristics, including with respect to SOEs. This would 
reduce uncertainty in the application of the relevant rules. Under the potential reform 
of the WTO dispute settlement mechanism, cases related to the ASCM should be in-
formed by the proposed illustrative list of public bodies in the ASCM, but the Dispute 
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PROPOSAL

Settlement Body (DSB) or other committees should be empowered to provide further 
clarification within the bounds of the illustrative list.

ظ  Recommendation 7: The promptness of DSS proceedings is important and should be 
reinstated at all levels, including panels, appeal and compliance, through appropriate 
updating of relevant procedural rules (including improved efficiency of panel proceed-
ings) and by administrative and financial arrangement within the WTO. A smother 
functioning of the negotiating process of the WTO could help reduce the pressure on 
the DSS. This could include giving guidance and authoritative interpretations of con-
tentious issues and provisions (under Art. IX.2 WTO Agreement or otherwise). Work on 
updating the DSS should start promptly and be carried out speedily as a priority.

ظ  Recommendation 8: WTO reforms should include improved transparency and noti-
fications, particularly with respect to subsidies. The rule making in this area should 
focus on creating incentives for WTO members to fully comply with their notification 
obligations. Transparency is the basis of trust. The system cannot rely solely on noti-
fications by governments. The Secretariat has shown it is fully capable of collecting 
public information and organizing it in order to enhance transparency. The Secretariat 
should be instructed or encouraged to use its resources in cooperation with other in-
ternational agencies in advancing this agenda.

ظ  Recommendation 9: Where universally applicable trade rules are currently out of 
reach, the WTO should be able to flexibly accommodate regional and plurilateral 
agreements under its auspices. The conclusion of negotiations under Joint Statement 
Initiatives (JSIs) – for example the JSI on Services Domestic Regulation and the JSI on 
Investment Facilitation – could be a good starting point. This approach would pro-
mote further liberalization (including via more proactive engagement of the Secretar-
iat and committees) while also fostering conformity of any such partial agreements 
with existing WTO rules.

ظ  Recommendation 10: Through its Trade Policy Reviews, and in cooperation with the 
World Bank and others, the WTO should play a far more active role in the arena of 
domestic trade reforms and promotion of unilateral trade liberalization. This could in-
clude provision of advisory support drawing on the cumulative experience of mem-
bers, relevant international organizations and the WTO Secretariat.
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APPENDIX

Table 1. WTO DG priorities and regional trade agreements: An illustrative comparison 

Priority areas identified 
by WTO DG 

RTA and related 
experience

Observations

COVID-19 response: 
Support World 
Health Organization, 
COVAX; tackle export 
restrictions and vaccine 
nationalism; mobilize 
manufacturing capacity 
for pharmaceutical 
products without 
discouraging research and 
development.

COVID-19 policy 
coordination at regional 
level: 

a) Internal regional 
market openness: 
European Union 
acts to maintain free 
circulation of goods, air 
freight, critical workers 
and essential services; 
Guidelines 16, 26 and 30, 
March 2020.

b) Open plurilateral to 
support free trade in 
essential goods: 
Declaration on Trade 
in Essential Goods for 
Combating the COVID-19 
Pandemic, initiated 
by New Zealand and 
Singapore on 15 April 2020 
and signed by seven other 
nations.

RTAs provide 
supplementary assurance 
of market openness in 
relevant product areas.

NB: At the WTO, there is 
existing TRIPS flexibility 
for the UN least developed 
countries (LDCs) lacking 
domestic pharmaceutical 
production capacity. 
Perhaps this might be 
exploited in the event 
LDC access to vaccines 
continues to lag.

Dispute Settlement Body 
(DSB): 
Unblock the system 
to work for all WTO 
members including small 
developing countries 
and LDCs; Amb. Walker’s 
recommendations (2019) 
are a starting point.

USMCA: Reinforces 
state-to-state dispute 
settlement, removes 
or limits investor–state 
dispute settlement (ISDS).

RCEP: Dispute settlement 
is only state-to-state, led 
by consultation, with 
remaining disputes 
subject to possible ad 
hoc panels convened in 
a forum of the litigants’ 
choice; 
ISDS is cited as a matter 
for future talks, with 
outcomes uncertain.

RTAs employ similar 
state-to-state dispute 
settlement, which can 
be binding; underscore 
hesitancy on provisions for 
ISDS in the trade context.

NB: Some proposals for 
the WTO appear to focus 
on narrowing the scope 
of future determinations 
by the DSB and 
enforcing existing 
WTO commitments 
and procedures in an 
expeditious manner that 
avoids imposing new 
obligations on members. 
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Priority areas identified 
by WTO DG

RTA and related 
experience

Observations

WTO rule book: 
Update rules to cover 
the digital economy and 
e-commerce; promote 
trade inclusiveness for 
micro, small and medium-
sized enterprises, women 
and developing countries.

RCEP: E-Commerce 
chapter cross-references 
World Customs 
Organization (WCO) 
paperless trade provisions, 
authentication, consumer 
protection; duty-free 
electronic transmissions; 
cybersecurity (nationally 
determined); with weak 
protections against 
data localization or data 
transfer limits, due to 
exemptions for “essential 
security interests”.

USMCA digital trade 
(factsheet) (also US 
Japan Digital Trade 
Agreement): offers duty-
free treatment for digital 
products, protection for 
free flow of data and 
against data localization 
requirements; also offers 
some cybersecurity, 
consumer protection, 
privacy commitments and 
safe harbour provisions for 
Internet service providers 
(ISPs) and platforms. 

CPTPP employs similar 
data approaches, though 
with carve-outs (e.g. 
financial services are 
treated separately and not 
covered by the general 
protections against data 
localization and for free 
flow of data).

RTAs have shown 
benefits of alignment in 
approaches to dealing 
with practical matters 
around international 
e-commerce governance 
while allowing flexibility 
in some areas (e.g. 
specifics of privacy 
and cybersecurity 
requirements).

NB: WTO talks are 
underway and could 
deliver a framework for 
ministers to consider 
in time for MC12 in 
December 2021.
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Table 1. WTO DG priorities and regional trade agreements:  
An illustrative comparison (cont’d) 

Priority areas identified by 
WTO DG 

RTA and related  
experience

Observations

Trade in services: 
Enhance rules concerning 
domestic regulation and 
investment facilitation.

An OECD survey in 
2014 found 105 regional 
agreements notified 
under GATS including 
nearly ninety with WTO-
plus measures. Many had 
sector-specific chapters 
(e.g. financial services = 
44; ICT = 36). Some had 
coverage of investment, 
competition, labour 
mobility and capital.

ISDS has proven 
controversial: 

NAFTA partners reduced 
provisions for ISDS in 
USMCA (2020). 

In CPTPP, New Zealand 
carved out exemptions 
from certain ISDS 
provisions via side letters.

Progress had been 
made among twenty-
three members in the 
negotiations for the non-
WTO TiSA (Trade in Services 
Agreement) through 2016. 
This provides an indication 
of areas where progress 
may be readily attained 
in a new WTO plurilateral: 
transparency, national 
treatment in some issues, 
ratchet clauses that 
prevent backsliding on 
liberalization steps.

NB: WTO negotiations 
for an investment 
facilitation framework 
face an ISDS perceptions 
challenge, even though 
ISDS is not included. The 
actual deal may aim to 
improve transparency, 
predictability and 
procedural efficiency, and 
to establish ombudsperson 
mechanisms. 
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Priority areas identified by 
WTO DG 

RTA and related  
experience

Observations

Environmental action, 
including climate change: 
Support green and 
circular economy; revive 
environmental goods and 
services negotiations, while 
remaining vigilant for risk of 
protectionist measures.

CPTPP provides an example 
with some mandates (e.g. 
Convention on International 
Trade in Endangered 
Species of Wild Fauna and 
Flora (CITES) membership); 
requires a domestic law on 
environmental protection, 
but flexible on specifics. 
Requires compliance 
with International Labour 
Organization (ILO) labour 
rights and cooperation on 
labour issues.

EU RTAs include trade and 
sustainable development 
chapters using an approach 
anchored by implementation 
of (i) international labour 
conventions (ILO) and (ii) 
multilateral environmental 
agreements (e.g. the Paris 
Agreement); (iii) level playing 
field in relevant standards; 
(iv) sustainable management 
of natural resources. 

RCEP lacks an environmental 
chapter but does affirm the 
UN Convention on Biological 
Diversity. 

CPTPP and RCEP may 
foreshadow limited scope 
for specific disciplines 
multilaterally on these issues; 
environmental provisions 
may be relegated to a 
plurilateral deal such as the 
proposed Environmental 
Goods Agreement (EGA).

NB: The WTO’s EGA is similar 
to the WTO’s Information 
Technology Agreement 
covering electronics. The 
nearly complete EGA should 
provide a basis for duty-free 
treatment for a broad swathe 
of goods trade (perhaps 5 
per cent of global goods 
trade).

Fisheries subsidies: 
Prohibit subsidies for 
illegal, unreported and 
unregulated fishing, as 
well as overfishing and 
overcapacity; conclude broad 
terms of accord soon, with 
MC12 to settle modalities for 
implementation.

EU trade and sustainable 
development chapters in 
RTAs cover sustainable 
management of natural 
resources including fisheries 
(e.g. in the EU–Vietnam 
accord, Article 13.9). The EU–
UK RTA includes fisheries 
management specifics.

USMCA disciplines subsidies 
(Article 24.20) and fisheries 
management.

CPTPP includes disciplines 
and transparency 
requirements on fish 
measures that contribute 
to overfishing, overcapacity, 
and illegal, unreported and 
unregulated fishing.

RTAs often inadequately 
discipline fisheries subsidies, 
but some do cover fisheries 
management and mandate 
support for international 
agreements on fisheries.

NB: WTO action in this area 
could address a gap in the 
existing global institutional 
framework.
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Table 1. WTO DG priorities and regional trade agreements:  
An illustrative comparison (cont’d) 

Priority areas identified 
by DG 

RTA and related experience Observations

Agricultural trade: 
Market access for 
developing country 
exports, reduction of 
trade-distorting domestic 
support, ending export 
restrictions (with 
exemption for purchases 
under the World Food 
Programme). 

EU–UK Trade and 
Cooperation Agreement 
provides duty-free, quota-
free access for agricultural 
products, though border 
controls still apply.

USMCA builds on NAFTA 
duty-free market access 
provisions to provide 
improved openness in the 
Canadian dairy market 
for US exporters, updated 
Sanitary and Phytosanitary 
(SPS) disciplines (requiring 
science-based, non-
discriminatory measures 
for NAFTA partners, and 
transparency).

WTO actions to improve 
the global regime could 
build upon the partial 
liberalization achieved via 
the WTO Uruguay Round 
and various RTAs. 

Trade-distorting support 
and export restrictions 
have been inadequately 
disciplined in RTAs. 

Industrial subsidies: 
Agree stronger disciplines, 
including coverage of 
support via SOEs.

CPTPP disciplines support 
for SOEs and non-
commercial behaviour by 
SOEs, albeit with certain 
exemptions and exclusions 
related to the public 
interest and small-scale 
operations. This helps to 
close some gaps on SOEs in 
the WTO framework.

RCEP omits disciplines 
in this area, with only an 
indirect reference to the 
applicability of competition 
provisions to entities 
regardless of form of 
ownership.

Some current-generation 
RTAs are beginning to 
address this issue, but 
these remain incomplete.

NB: The EU, Japan and 
the USA submitted a 
joint proposal for reform 
of the WTO Agreement 
on Subsidies and 
Countervailing Mechanisms 
(see: declaration of January 
2020).
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Priority areas identified 
by DG 

RTA and related experience Observations

Revisit special and 
differential treatment 
(SDT): 
Some developing countries 
are voluntarily forgoing SDT 
(e.g. Brazil); the WTO Trade 
Facilitation Agreement 
combines aligned trade 
objectives but offers 
tailored, member-driven 
support.

RTAs tend to establish 
a goal of equivalent 
reciprocal treatment, 
even though transition 
periods are often included, 
especially for developing 
partners (e.g. the EU’s 
Economic Partnership 
Agreements are “reciprocal, 
but asymmetrical”). 

RTAs have shown that 
convergence towards 
reciprocal treatment can 
be economically beneficial. 
Increased openness and 
competition can be a 
catalyst for productivity 
growth and improved 
competitiveness.

WTO procedural reforms: 
Ensure members meet 
existing transparency and 
notification obligations; 
improve functioning of 
organization via additional 
online tools, such as 
existing e-agendas for 
meetings; address quickly 
emerging trade challenges 
– yearly WTO ministerials 
may be needed; improve 
agility of WTO, including 
consideration of the 
consensus requirement for 
decisions.

CPTPP includes a 
chapter on transparency, 
providing for stakeholder 
comment periods on 
proposed member country 
measures, and allowance of 
reasonable time between 
decisions on new measures 
and their implementation; 
requires purpose and 
rationale of decisions to 
be presented; appeals 
are to be held before a 
neutral tribunal. Members 
have recourse to dispute 
settlement on transparency 
and notification 
requirements.
In due course, experience 
from establishing the new 
RCEP Secretariat may 
provide lessons for WTO 
reform.

RTA experience with 
institutional development 
(e.g., NAFTA, Association of 
Southeast Asian Nations 
Economic Community 
(AEC), EU internal 
market) provides useful 
reference points for WTO, 
for example on means 
for tracking delivery by 
members on transparency 
commitments and means 
of promoting compliance.

Strengthen WTO 
Secretariat: 
Shift from silos to a task-
based approach, provision 
of services to membership 
for implementation, 
monitoring, dispute 
settlement and 
negotiations.

USMCA includes a six-year 
review point, at which 
time the ministerial-level 
Free Trade Commission 
of representatives 
from each of the three 
parties will report on any 
recommendations for the 
USMCA operation (Article 
34.7). 

RTAs often employ an 
inter-agency approach 
to negotiation and 
management.

Consider establishing a 
periodic independent 
review of the functioning 
of the Secretariat to ensure 
adequate resources, 
appropriate tasking and 
methods (refer to best 
practices).

Sources: WTO, Dr. Ngozi Okonjo-Iweala, (i) Special General Council meeting, post-election 
WTO press conference, 15 February 2021 and (ii) statement to the WTO General Council, Job/
GC/250, 16 February 2021. Other sources are linked.
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NOTES

1 RCEP ratification is still pending.

2 For a less optimistic view of the role of RTAs in supporting multilateral liberalization see 
Hughes Hallett and Primo Braga (1994).

3 This section of the brief is based on Dadush and Sapir (2021).

4 This section of the brief relies on Borlini (2020).
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