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Abstract
In the 20th century, the world economy was dominated by the United States and to lesser extent by Japan and a few states in Western Europe. The beginning of the 21st century is witnessing the (re-)emergence of new, global economic powers, which are members of the multilateral trading system and are legitimately seeking greater influence in the game. The objective of the session was to discuss how to reduce the gap between the reality of today’s multilateral trade and the international institutions of the trading system in charge of its governance. The session tackled the following topics:
· How to strengthen the institutions and adjust the mindsets to the new realities of today’s global economic landscape.
· The importance of the rule of law in the context of emerging regionalism.
· The implications of the global impact of China for multilateral rules-based trade governance.
· The impact of technologies on the global distribution of economic production.
· The role of the mega-metropoles in global governance in a multipolar environment.
1. Presentations by the panellists
(a) Dr Carlos Braga, Director, The Evian Group @ IMD; Professor of International Political Economy, IMD
Is the lack of progress in the Doha Development Agenda (DDA) determined by the fact that we no longer have an effective hegemon or a working balance of power – which, in the title of this session, is characterized as the North Atlantic hegemony? Or is it due to more structural weakness (linked to technology and major changes in global trade in the last ten years) of the WTO, which is no more able to fill the needs of its members and to facilitate a purposeful deal? With this opening question Dr Braga invited each panellist to share their insights and explore other factors to address the current crisis in multilateral trade and governance.
(b) Mr Ujal Singh Bhatia, Member of the Appellate Body; former Permanent Representative of India to the WTO

Mr Bhatia argued that a misalignment between the changed realities of the global economy (moving towards greater interdependence and integration) and systemic rigidities in institutional responses, mainly caused by multilateral processes designed in an earlier era, were at the heart of the crisis in multilateralism. 

He believed there were limits to the contribution so-called “deep-integration” regional trade agreements could make in terms of providing a template for multilateral rule-making. There will always be apprehensions that such initiatives will accentuate discrimination and create a two-tier global trading system. 

Innovations in information processing, and transactions and manufacturing automation are essentially labour saving. Global supply chains, which enable firms to break down activities by function and geography are adding to tensions in labour markets in many developed economies. This adverse impact is not being offset by fiscal interventions due to the compulsions of deleveraging. The combined pressures of low growth and high unemployment limit the leadership role that such countries can play in the WTO. 

The question of how the WTO can move forward was posed. Mr Bhatia believed that a sustainable resolution of the current deadlock involved addressing the concerns of all members, developing and developed, as well as aligning the work programme with new challenges in the global market place – food security and climate change were specifically mentioned. Furthermore, he suggested that in a rapidly changing trading environment, the primary preoccupation of the WTO should be to seek its unique selling proposition through its ability to formulate and monitor trade disciplines, to resolve trade disputes and to provide predictability through consolidation of liberalization. Equally important is the WTO’s role as the guardian of the non-discrimination principle and the defender of the principle of inclusiveness. In his opinion, this was the core of its unique selling proposition and the basic reason why the world needs the WTO.
(c) Dr Arthur Appleton, Partner, International Trade and Arbitration, Appleton Luff International Lawyer

“The decline of a hegemonic leader is not the explanation for the failure of the multilateral trade talks,” stated Dr Appleton. He argued that while US leadership was fundamental in the earlier General Agreement on Tariffs and Trade (GATT) days – giving rise to the quip about “a member-driven organization” – resistance to textile and clothing trade reform and a slow approach to agricultural reform were the hallmarks of the GATT system. Resistance to agricultural reform still plagues the WTO – a resistance which extends beyond the North Atlantic hegemons. 

There was not one or two hegemons driving the system, and there had not been for a long time – if ever, Dr Appleton argued. A member-driven organization requires a driver. There is none – either inside or outside the house. At best there are a series of leaders with disparate views concerning trade and agricultural issues. Even though the European Union and the United States are still needed to reach global consensus, their interests are not always identical – and the politics of recession and deficits has altered those interests. 

He explained that for major trading countries, including BRICS (Brazil, the Russian Federation, India, China and South Africa), the age of altruism (if it ever existed) was over. The “Majors” use the system to advance – and to protect – their own economic and developmental interests. If they were to speak with one voice, there might be progress, but they are unable to speak with one voice. BRICS are no different.

In the absence of clear direction from the major trading powers, the old (consensus-based) structure for trade negotiations is not feasible for coping with the new issues like climate change and environment. Dr Appleton also outlined that the trade system was not suitable for coping with supply chains and integrated production. “Last substantial transformation” is an inadequate concept when the intellectual property for a laptop may be owned by a US company, the screen manufactured in the Republic of Korea, the components produced all over South-East Asia and finally assembled in China by a foreign-owned company. In addition, a tariff-based system is anachronistic in an era of globalization. Only elimination of the tariff-based nature of the system – and the rules of origin that encumber the system – would be suitable for coping with this brave new world. 

The question of where does this leave the DDA was raised. Dr Appleton emphasized that, first and foremost, the name DDA was a misnomer. This round of negotiations was not going to solve development issues, he warned. The poorer countries already largely enjoy duty-free, quota-free market access to the European Union and the United States for most products. Poorer country exports are instead hampered by non-tariff barriers, rules of origin and poor governance that discourages investment. Most of the regulatory rules are not going away, not in the DDA or in any other round. And investment was kept off the agenda after the Cancun cataclysm – mistakenly, believed Dr Appleton. 

To conclude, he reiterated his preliminary statement, by saying that the multilateral crisis had many facets beyond the lack of a clear hegemon.
(d) Dr Shuaihua Cheng, Strategic Analysis and China Programme Officer, ICTSD
In his introduction on legitimacy, inclusiveness and the effectiveness of the multilateral trading system, Dr Cheng proposed a small survey to the audience: 

· Do you agree that global challenges need multilateral solutions? 

· Do you agree that multilateralism should be exclusively government-driven? 
The survey outcome led Dr Cheng to conclude that we have strong belief in multilateralism but we have little trust in the current multilateral architecture that is exclusively driven by governments. 

In the 21st century, the cart of multilateralism cannot and should not be pulled by only one “horse” – governments. The cart of multilateralism shall be pulled jointly by three horses: governments, the business community and civil society organizations and individuals. Only when these three horses work together, can multilateralism move forward.
(e) Dr Jean-Pierre Lehmann, Emeritus Professor, IMD; Founder, The Evian Group @ IMD; Senior Fellow, FGI
Dr Lehmann opened his speech by saying that he had just come back from the Singapore Global Dialogue, where 60 per cent of the discussions had been about whether there would be war in Asia. The general feeling is that there may well not be, but we are in this paradigm and living in a very explosive global environment. “How can we develop a robust mechanism that will try to prevent war taking place,” asked Dr Lehmann, referring to the WTO. He was struck by the similarity of trade-related communiqués of the League of Nations, which took place between 1934 and 1936, and the G20 or the WTO ministerial meeting communiqués of the past few years.

Dr Lehmann felt bitter about the Doha Round because it would have never happened without 9/11 and because Doha was a lie from the very beginning. He believed that there was no intention of living up to the principles and goals of a development agenda. In Cancun, in 2003, there was no wavelength coordination, no compromise and no dialogue undertaken on the part of the hegemons. The view of the European Union and the United States had been that the other states “won’t get their acts together”. However, we have lived in an environment over the course of the last decade in which the world has changed dramatically – but the WTO has not. There is now a mindset and institutional paralysis in light of the new realities that have taken place. He stated that “there is a problem of mindsets, a problem of institutions, a problem of people and this leads to a problem of governance,” adding that the WTO was to be seen in the context of a problem of a systemic breakdown in global governance. 

Dr Lehmann presented five major discontinuities that have impacted the global environment: 

· China and its re-emergence after 200 years of economic humiliation.
· The global market revolution where over 150 countries are seeking to get into the global supply chain.
· The ICT revolution and its impact on global governance issues.
· Demographics, the rise of a new middle class and its needs in terms of urbanization and food security.
· Climate change, an issue that cannot be dealt with a “silo-ed” approach 

“We don’t know where we are going but we are on our way,” concluded Dr Lehmann. He stated how important the WTO was to the multilateral trading system and the global equilibrium, but also that the institution seriously needed to renew itself in light of the new realities taking place.
2. Conclusions

In this session, some new ideas were presented – including the concept of a WTO cross-sectoral co-directorship and the recommendation that WTO ministerial meetings should be eliminated. Beyond these practicalities, there was consensus that the WTO remains a very important institution. However, in order for it to maintain its relevance, it must rekindle itself while addressing the many relevant contemporary challenges and factors influencing trade flows around the world.
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