
11ICTSD Programme on Global Economic Policy and Institutions

Preferential Trade Agreements

$V� UHJDUGV� WKH� UHODWLRQVKLS� EHWZHHQ� WKH�:72�DQG� UHJLRQDO� WUDGH� DJUHHPHQWV�� WKH� XVXDO�
arguments are known: some regard the regional deals as “stumbling blocks” that, owing 
to their discriminatory nature, tend to impede rather than facilitate multilateral trade 
OLEHUDOLVDWLRQ��RWKHUV�YLHZ�UHJLRQDO�DJUHHPHQWV��PRUH�RSWLPLVWLFDOO\��DV�´EXLOGLQJ�EORFNVµ�²�
“islands” of trade liberalisation that might eventually coalesce into a global trade regime.

From a systemic viewpoint, I have no doubt that it is preferable to advance as much as 
possible on the multilateral front, so that regional or preferential arrangements work as a 
sort of “residual” category in the process of world trade liberalisation. In terms of market 
DFFHVV��IRU�H[DPSOH��D�UHVXOW�DFKLHYHG�LQ�WKH�URXQG�ZLOO�EH�PXFK�PRUH�VLJQLÀFDQW��IRU�DOO�
countries involved, than a result obtained with the conclusion of a regional or plurilateral 
DJUHHPHQW�ZKLFK�EHQHÀWV�RQO\� LWV�SDUWLFLSDQWV��0RUHRYHU�� UHJLRQDO�DUUDQJHPHQWV�WHQG�WR�
EH�OHVV�HIÀFLHQW�HFRQRPLFDOO\��QRW�RQO\�EHFDXVH�RI�WUDGH�GLVFULPLQDWLRQ��EXW�DOVR�EHFDXVH�
of the costs incurred by economic operators in face of the need to cope with the multitude 
of different regulations created under each agreement. These costs may be particularly 
VHYHUH�ZKHUH�EXVLQHVVHV�ZDQW�WR�EHQHÀW�IURP�RSHUDWLQJ�LQ�VXSSO\�FKDLQV�FRQQHFWHG�DFURVV�
the globe, to the point of offsetting the gains originally conceded in terms of market access.

Besides the costs associated with the regulatory complexity and the possible reduction in 
economic welfare that result when the trade diverting effect of regional agreements exceed 
their trade creating effect, regional or preferential deals tend to be less balanced as regards 
the demands of smaller countries. Moreover, such agreements are usually less suitable for 
the negotiation and adoption of several types of rules and disciplines which are horizontal 
in nature or which a player will be willing to endorse only if all other relevant players also 
agree to abide by them.

This does not mean that regional agreements are harmful to the world trading system. 
7KHVH� DJUHHPHQWV� WHQG� WR� EULQJ�PDWHULDO� EHQHÀWV� WR� WKHLU� SDUWLFLSDQWV��2WKHUZLVH� WKHLU�
number would not have grown so dramatically in the last two decades. Today, I think it is 
fair to say that practically all WTO Members are somehow involved in the negotiation and 
implementation of such deals.

However, for the reasons that I mentioned, in comparison with multilateral agreements, 
preferential and regional arrangements are only a second best option. So how should the 
WTO deal with this challenge?

$V�,�VDLG� LQ�P\�UHVSRQVH�WR�TXHVWLRQ�WZR�UHJDUGLQJ�SOXULODWHUDO�DJUHHPHQWV�� ,�EHOLHYH�WKH�
number one priority for the WTO should be to deliver results��KRZHYHU�PRGHVW� WKH�ÀUVW�
results may be. This would restore a currency of which we have been very much in need 
²�WKH�0HPEHUV·�DELOLW\�WR�WUXVW�HDFK�RWKHU�DQG�WKHUHE\�FRQFOXGH�PXOWLODWHUDO�QHJRWLDWLRQV�

$GGLWLRQDOO\��0HPEHUV�PLJKW�DOVR�FRQVLGHU�UHLQIRUFLQJ�WKH�UROHV�RI�WKH�&RPPLWWHH�RQ�5HJLRQDO�
7UDGH�$JUHHPHQWV�DQG�WKH�&RPPLWWHH�RQ�7UDGH�DQG�'HYHORSPHQW��VR�DV�WR��DV�D�ÀUVW�VWHS��
allow for more transparency and information to the WTO membership. On the basis of 
such information, areas of convergence among the numerous regional agreements might be 
LGHQWLÀHG�ZLWK�D�YLHZ�WR�D�SRVVLEOH�KDUPRQLVDWLRQ�RI�FRPPLWPHQWV�ZKHUH�FRPPRQDOLW\�LV�
the greatest.

I reiterate what I said to the WTO General Council in my presentation last January: whatever 
WKH�UHDVRQV�EHKLQG�UHJLRQDO�WUDGH�DJUHHPHQWV��,�ÀUPO\�EHOLHYH�WKDW�WKH�FRXQWULHV�HQWHULQJ�
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those initiatives would gladly negotiate a much broader and more encompassing multilateral 
deal. What we must do is ensure that the multilateral trading system remains a viable option 
for trade liberalisation.

Industrial Policy

I do not share the view that WTO disciplines irremediably constrain the ability of governments 
to implement sectoral or horizontal national economic policies. In this connection, I tend 
WR�DJUHH�ZLWK�'U��5D]HHQ�6DOO\·V�VWDWHPHQW��WR�WKH�HIIHFW�WKDW�WKH�*$77�:72�GLVFLSOLQHV�
are not a substitute for national governance in trade policy, but rather a helpful auxiliary 
to good national governance. This is because WTO rules are generally not of a prescriptive, 
RQH�VL]H�ÀWV�DOO�FKDUDFWHU��5DWKHU��WKH\�UHÁHFW�UXOHV�RI�FRQGXFW�WKDW�DLP�DW�SURWHFWLQJ�WKH�
expectation of individuals and businesses that they will be able to engage in international 
WUDGH��RQ�D�OHYHO�SOD\LQJ�ÀHOG��ZKLOH�DW�WKH�VDPH�WLPH�SUHVHUYLQJ�WKH�DELOLW\�RI�JRYHUQPHQWV�
to promote economic growth and development in a diversity of ways, consistently with their 
national goals and policies.

7KXV��JRYHUQPHQWV�FDQ�DFW�DQG�LQWHUYHQH�LQ�WKH�HFRQRP\�²�DV�WKH\�DFWXDOO\�GR�²�LQ�ZD\V�WKDW�
are fully consistent with the multilaterally agreed rules.

Of course, governments may also act in ways that, in the view of one or more of its trade 
partners, are not consistent with the multilateral trade disciplines. However, I believe 
that the WTO is very well equipped to deal with these situations, through a variety of 
mechanisms, including a highly successful dispute settlement system.

Food Security

$Q\�UHFHQW�VKLIW�LQ�WKH�WUDGLWLRQDO�SDWWHUQV�UHODWHG�WR�WUDGH�LQ�DJULFXOWXUDO�SURGXFWV�ZRXOG�EH�
the result of complex structural and circumstantial phenomena. The relative weight of each 
DVSHFW�LQ�WKLV�SURFHVV�LV�GLIÀFXOW�WR�PHDVXUH��EXW�D�GHÀQLWLYH�FRQFOXVLRQ�RQ�WKLV�WRSLF�LV�QRW�
UHTXLUHG�WR�GHÀQH�WKH�SURSHU�PXOWLODWHUDO�UHVSRQVH��,UUHVSHFWLYH�RI�QHZ�FKDOOHQJHV�DIIHFWLQJ�
the supply side in agricultural economics, in many countries restrictions in the supply side 
for foodstuff remain very relevant, in stark contrast with a generally predictable and open 
regime for trade in manufactured products. These restrictions do not contribute to solve the 
supply-side constraints we now face; as a matter of fact, such distortions inhibit bottom-up 
solutions from appearing in the mid- to long-term for those constraints.

I would not venture into trying to ascertain which, between supply-side and demand-side 
distortions, would be more burdensome for food production in the next few years. We do 
know, however, that WTO Members have negotiated for more than ten years new disciplines 
on market access for agricultural products, export competition and domestic support that, 
ZKHQ�LPSOHPHQWHG��ZLOO�VXEVWDQWLDOO\�UHGXFH�GLVWRUWLRQV�DIIHFWLQJ�WUDGH�LQ�DJULFXOWXUH��$OVR�
LQ�WKH�''$��WKHUH�DUH�QHJRWLDWLRQV�FRYHULQJ�D�QXPEHU�RI�SURYLVLRQV�FRYHULQJ�IRRG�VHFXULW\�
FRQFHUQV��)URP�D�SUDFWLFDO�VWDQGSRLQW��WKHUHIRUH��,�ZRXOG�²�TXLWH�OLWHUDOO\�²�JR�IRU�SRWHQWLDOO\�
DFKLHYDEOH� UHVXOWV�� IRFXV� RQ� WKH� FRQFOXVLRQ� RI� WKH� 'RKD� 5RXQG� ZLWK� DQ� DPELWLRXV� DQG�
balanced outcome in agriculture, addressing both the issues of market distortions and food 
security, which are, by the way, often mutually supportive.

Climate Change, Energy access and security

7KHUH�DUH�VHYHUDO�QHZ�²�DQG�QRW�VR�QHZ�²�LVVXHV�FOHDUO\�LQWHUVHFWLQJ�ZLWK�WUDGH�SROLF\�DQG�
trade rules that the WTO will have to deal with one way or the other. If Members choose not 


