
MULTILATERALIZING REGIONALISM

Regional trade agreements (RTAs) have proliferated around the world

in the past two decades, and now virtually all the members of the

WTO are party to at least one. Besides tariffs and rules of origin

regulating trade in goods, many RTAs now include provisions on

services, investment, technical barriers to trade and competition rules,

as well as a host of issues not directly related to trade. The geograph-

ical reach of RTAs is expanding, with transcontinental agreements

spreading forcefully alongside intra-regional agreements.

‘Multilateralizing Regionalism’ was the title of a major conference

held on 10–12 September 2007 at the WTO in Geneva, and the bulk of

the chapters in this volume were first presented at that conference.

Together, the conference papers achieve two things. First, they marshal

detailed new empirical work on the nature of the ‘spaghetti bowl’, and

the problems it poses for the multilateral trade system. Second, they

contribute fresh and creative thinking on how to ‘tame the tangle’ of

regional trade agreements.
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FOREWORD

Regionalism is much debated in contemporary trade policy discourse. This

is hardly surprising, considering that well over 200 regional agreements

with highly varied content and a rich array of geographical configurations

are in existence, with dozens more agreements in the making. The phe-

nomenon has accelerated notably in the last several years. The growth in the

number of agreements reflects both a growing number of agreements per

country and an increase in the number of countries emerging onto the

trading scene.

A vast quantity of writing on the subject of regionalism now exists, and

one might be tempted to ask what yet another conference volume on the

subject can add. The chapters in this volume pose a number of questions

that have not previously been addressed, notwithstanding the proliferation

of scholarly literature. The focus here is not upon why so many regional

agreements have sprung up – that question has dominated many a debate,

and lots of interesting explanations have been offered of both an economic

and a political nature. Rather, this volume looks ahead and asks how

policymakers, traders and businesses view and react to the explosion of

regionalism. It also ponders the nature of the relationship between the

multilateral trading system and regional agreements.

Are we in a world in which regional agreements will continue to multiply,

eventually reaching some critically high number that will place the trading

system in a stable equilibrium, where hundreds of criss-crossing agreements

coexist in some fashion with the WTO? My view is that most people think

not. Proliferation is breeding concern – concern about incoherence, con-

fusion, unnecessary business costs, instability, and unpredictability in trade

relations.

This is not to argue that regionalism is all bad, nor that it will simply

disappear in time. On the contrary, many regional initiatives have made

important contributions to economic welfare, and doubtless to political

stability as well. Governments will continue to sign such agreements. But we

need to consider where this proliferation is leading us in terms of trade and

xi
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international economic relations, and perhaps revisit our approach to trade

cooperation in a more general sense.

A key idea underlying most of the chapters in this volume is that the

tangle of overlapping trade agreements will increasingly generate an interest

in multilateralizing regional arrangements by joining them up into larger

entities that bring us much closer to a multilateral system of trade arrange-

ments. The question, then, is what forces and interests might push trade

relations in a multilateralizing direction.

And what forces and interests might push in the contrary direction –

where the discrimination inherent in regional arrangements is viewed

favorably by interest groups that benefit from it? If the latter interests

prevail, we may expect continuing pressure upon governments to go more

regional and resist multilateralization, or at the very least to defend existing

regional arrangements against greater inclusiveness. This volume throws new

light on these fascinating and important issues.

As suggested above, the debate about whether regionalism is a good or a

bad thing per se has long been sterile. It misses the point. We need to look

at the manner in which regional agreements operate, and what effects

they have on trade opening and on the creation of new economic oppor-

tunities. We also need to reflect on whether regionalism is causing harm

to multilaterally based trading relationships. Many different kinds of agree-

ments exist and much will depend on their design and intent. These

self-same questions will also be relevant in considering the prospects for

multilateralizing regionalism. Regionalism might be hurting multilateral-

ism, either by bolstering discriminatory interests, or by fostering protection

behind enlarged closed markets. Another concern is whether building on

the stock of regional agreements distracts from multilateral processes.

But let us turn the question around and ask what the WTO might do

to help avoid a situation in which negative aspects of regional agreements

prevail, and ultimately to promote multilateralization. The first element here

is that governments need to pay proper attention to their multilateral inter-

ests. We neglect the unique advantages of an inclusive, non-discriminatory

multilateral trading system at our peril. It is these self-same governments that

own the WTO and that enter into regional trading arrangements. It is for

them to bring this debate home.

What the WTO can do for international trade in the first instance is to

close the Doha Round quickly and successfully. Apart from the intrinsic

benefits of completing the Round, this would help to refocus governments’

attention on their broader global trade interests. It would also further

reduce the scope for discriminatory trade policy in the future.

xii foreword
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Second, the 2006 decision to fast-track the transparency mechanism

negotiated in the Doha Round (Decision on Transparency Mechanism for

Regional Trade Agreements), and make it operational on a provisional

basis, is a significant potential contribution to helping us understand what

is really going on in so many different regional trade agreements. In my

view the decision to anticipate this outcome from the Doha Round reflects

a growing level of concern regarding the consequences of a continuing

regionalization of trade relations.

Third, an examination of the multilateral rules governing regionalism has

long been on the GATT/WTO’s negotiating agendas and work programs.

Such efforts should continue. It would be useful to look systematically at

the characteristics and design of regional agreements not only in terms of

legal compliance questions, but also in terms of whether their architecture is

more or less likely to foster multilateralization in the future. Perhaps we

should think in terms of best practices in this regard.

I welcome the initiative behind this volume to explore the emerging

relationship between regionalism and multilateral trade arrangements,

and in particular the idea that governments could do more to multi-

lateralize regional agreements for the broad benefit of the international

trading community, as well as to explore new ways of ensuring that regional

agreements are not designed so as to close off opportunities for more

broadly based trade cooperation.

Pascal Lamy

Director-General, World Trade Organization

foreword xiii
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