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he Doha Round, the lat-

est phase of multilateral

trade negotiations, fail-
ed in November 2011, after 10
years of talks, despite official
efforts by many countries, in-
cluding the UK and Germany,
and by nearly all eminent tra-
de scholars today, While trade
officials in the US and the EU
blamed the G-22 developing
countries’ excessive demands
for the failure of earlier nego-
tiations in Canctin in 2003,
there is general agreement
that this time it was the US
whose unwarranted (and un-
yielding) demands killed the
talks. So, now what?

The failure to achieve multi-
lateral trade liberalisation by
concluding the Doha Round
means that the world lost the
gains from trade that a succe-
ssful treaty would have broug-
ht. Butthat ishardly theend of
the matter: the failure of Doha
will virtually halt multilateral
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trade liberalisation for years
tocome. Of course, multilater-
al trade negotiations are only
gvneof three legs on which the
orld Trade Organization
(WTO) stands. But breaking
that leg adversely affects the
functioning of the other two:
the WTO’s rule-making au-
thority and its dispute-settle-
ment mechanism (DSM). The
tosts heremay also be large.

Until now, preferential trade
agreements (PTAs) among
small groups of countries
coexisted with multilateral,
non-discriminatory trade-lib-
eralisation rounds. As a re-
sult, the rules that govern
trade, such as anti-dumping
duties and countervailing du-
ties to offset illegal subsidies,
were in the domain of both the
WTO and the PTAs. But when
there was a conflict, WTO
rules prevailed, because they
conferred enforceable rights
thatextended to all WTO mem-

whereas PTA-defined
rights extended only to the
PTA'sfew members.

So, while powerful, ‘hege-
monic’ countries like the US
managed to impose their own
rules on weaker partners in
the PTAs that they helped to
proliferate, big emerging
economies like India, Brazil,

China and South Africa insist-
ed on rejecting such demands
whenmadeas part of multilat-
eral trade rounds like Doha.

Now, however, with the era of
multilateral trade rounds and
system-wide rules behind us,
the PTAs are the only game in
town, and the templates estab-
lished by the hegemonic pow-
ers in unequal trade treaties
with economically-weaker co-
untries will increasingly car-
ry theday. Such templates now
extend beyond conventional
trade issues to vastnumbers of
areas unrelated to trade, in-
cluding labour standards, en-
vironmental rules, policies on
expropriation, and the ability
to impose capital-account con-
trolsin finaneial crises.

The US-led public-relations
blitzkrieg of euphemism has
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begun, with US Assistant Tra-
de Representative Wendy Cut-
ler describing the latest PTA,
the Trans-Pacific Partnersh-
ip, as a ‘high standard’ agree-
ment. Other US officials have
taken to calling PTAs ‘trade
agreements for the 21st centu-
ry’. Who could possibly be
against the21st century?
What is disturbing is the way
in which some trade econo-
mists in Geneva and in Wash-
ington have capitulated to
such propaganda, and regard
capitulation by the WTO as a
way to ‘salvage’ and reshape
the organisation. The WTO,
like a village during the Viet-
nam War, must be destroyed in
order to be saved,
Unfortunately, this insidious
attack on the second leg of the
WTO also extends to the third
leg, the DSM. The DSM is the
pride of the WTQ: it is the only
impartial and binding mecha-
nism for adjudicating and en-
forcing contractual obliga-
tions defined by the WTO and
accepted by its members. It
gives every member; big or
small, a platform and a voice.
Once PTA-based DSMs are
established, however, adjudi-
cation of disputes will reflect
asymmetries of power, bene-
fiting the stronger trade part-

ner: Moreover, third countries
will have little scope for input
into PTA-based DSMs, though
their interests may very well
be affected by how adjudica-
tion is structured,

Given that the US has aban-
doned any pretence of leader-
ship on world trade, it is up to
major emerging economies
and like-minded developed
countries to establish their
own template, one that adher-
es to trade objectives and dis-
cards what special-interest
lobbies in hegemons like the
US seek to foist on PTAs, This
is exactly what India has done
with the EU, which is now
stripping such features out of
its proposed PTA.

Other countries —Brazil, So-
uth Africa and China among
the major emerging economi-
es, and Japan and Australia
among the developed coun-
tries — should back such ‘gar-
bage-free’ PTAs as well. That
might be an adequate rebuffto
the rise of PTAs whose main
objective is to serve hegemon-
ic interests alone — perhaps
evensufficient toget the multi-
lateralapproach on track.
(Theauthor is professor of
economics and law at
Columbia University)
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