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Foreword

The Uruguay Round of global trade negotiations profoundly altered the
international economic environment. Not only did it produce a new in-
stitution, the WTO, but it endowed the WTO with a scope and an agenda
far beyond its predecessor (the GATT). The advent of the WTO brought
new multilateral disciplines in the form of an important agreement for
the liberalization of trade in services (GATS), global rules for the protec-
tion of intellectual property (TRIPs), and an initial step toward an inter-
national agreement on investment (TRIMs).

The eight years since the formation of the WTO have seen continued ac-
tivity on many fronts. Much unfinished business remained for negotia-
tion after the Uruguay Round, especially in the services area. Proposals
to expand further the scope of the WTO have also been abundant. The
suggested subjects of new or broader agreements include competition
policy, investment, trade and the environment, and labor rights. Some of
these subjects, along with others, became a formal part of the WTO agenda
at the last WTO ministerial meeting in Doha. Global negotiations are not
the only locus of intense activity — more and more nations are availing
themselves of the opportunity to enter regional trading arrangements.

Few scholars have been any closer to these myriad developments than
Pierre Sauvé. During Pierre’s career he has worn many hats — national
trade negotiator, international trade bureaucrat, and academic scholar. He
was intimately involved on behalf of Canada in the negotiations that led
to the creation of NAFTA, with particular emphasis on the service sector
negotiations. That experience was bracketed by stints as a senior econo-
mist with the GATT and later at the OECD, where he witnessed firsthand
the rise and fall of the proposed Multilateral Agreement on Investment.
He has taught at Harvard University, and now at the Institut d’Etudes
Politiques de Paris.

The one constant throughout all of these affiliations has been Pierre’s com-
mitment to thoughtful academic writing, and his remarkable scholarly
productivity. Pierre isamong the rare observers of the international trad-
ing system with firsthand, high level policymaking experience coupled
with the intellectual firepower and training that is essential to rigorous
academic analysis.

This book brings together Pierre’s recent writings on an impressive range
of subjects, with the emphasis on the “new” issues in the trading system



after the Uruguay Round. The largest segment of the book, Part I, con-
tains eleven essays on the important and academically neglected area of
trade in services. Pierre thoughtfully assesses the results of the Uruguay
Round negotiations, and lights the road ahead with thorough attention
to the range of issues that must be resolved through further negotiations.
The section’s chapter devoted to regionalism in services trade again re-
flects Pierre’s unique perspective with both the NAFTA and the WTO.
The chapter offers a thoughtful comparison of the various institutional
approaches on offer, and some judgments about the value of regional ap-
proaches to services and investment problems. The essays in this section
make clear why services liberalization is so complex due to the unique
issues that arise in each sector, and includes discussions devoted to air
transport, education, financial services and cultural industries.

Part Il addresses investment issues. It too affords a thoughtful analysis of
the modest progress made during the Uruguay Round, and highlights
the intertwined nature of investment rules and services trade liberaliza-
tion. It considers the linkage between investment policy and economic
development, and draws some lessons for the future of investment rules
in the WTO from experience with the ill-fated Multilateral Agreement on
Investment at the OECD.

Part Il concludes with a discussion of issues that will affect the future of
the “new” trade agenda. It attends to some of the more recent political
developments regarding the pace of globalization, brings to the fore the
ongoing tension between efficiency and equity in various contexts, and
adds to the debate over the “legitimacy” or “accountability” of global
institutions such as the WTO.

Collectively, the papers in this book display vast range with comparable
depth, proving that Pierre Sauvé is surely among our most thoughtful
commentators on international trade issues. By bringing together much
of his recent work under one cover, he has produced an important book
that will be useful for policymakers and academics alike.

Alan O. Sykes

Frank and Bernice Greenberg Professor of Law and Faculty Director for
Curriculum

University of Chicago Law School



Introduction

This collection of essays chronicles some of the tectonic shifts that
have reshaped the landscape of multilateral trade diplomacy over the
past decade. The Chinese saying: “may one live in interesting times”,
seems decidedly apt when applied to trade policy and the institutions
governing international commerce today. The changes that have taken
root in the multilateral trading system during the last ten years have indeed
been nothing short of momentous. Membership of the world trade body
has grown by almost 50 percent in the short period since the curtain fell
on the Uruguay Round in December 1993. The WTO comprises 147
members today, eighty percent of which are developing countries. That
share that is set to exceed 85% when the twenty-nine countries currently
queuing to join the organisation conclude accession negotiations in the
next few years. The soon to be universal nature of the organisation can
only be welcomed - current members already account for some 97% of
world trade, conferring as it will essential democratic legitimacy to
negotiated outcomes. Still, such a growth in membership, and the diversity
of economic and commercial realities it entails, presents important new
challenges of governance in an organisation where decisions continue to
be taken on a consensus basis. Indeed, it should come as little surprise
that in such a configuration, consensus is hard, and increasingly harder,
to come by.

For all its systemic importance, the broadening of WTO membership
must also be seen and appreciated in the context of the remarkable
deepening in the trade body’s substantive remit. The Uruguay Round
moved the trading system more deeply behind borders than it had ever
been, continuing the work begun timidly during the Tokyo Round by
developing new disciplines governing domestic regulatory behaviour in
complex and politically sensitive areas such as standards, services, trade-
related intellectual property rights and trade-related investment measures.
The Doha Development Agenda that WTO Members agreed to pursue in
November 2001 aims to take the system further inland. Indeed, it promises
to take trade policy squarely into the boardroom, with calls voiced for the
adoption of full-fledged disciplines on investment and competition policy.

Negotiated in the euphoric, “end of history”, context of the early
1990’s, the process of deepening brought upon by the Uruguay Round
proceeded on the basis of a Single Undertaking and its “one size fits all”
logic. While this provided developing countries with a powerful
negotiating weapon (as nothing is agreed until all is agreed), it afforded
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them little more than a few extra years’ time to comply with disciplines
often written for, and in response to, developed country contexts and
interests. The ideological bubble that produced the Uruguay Round was
not long to burst, as developing countries came to realise the costly
implementation burdens and equivocal developmental impacts from
flowing some of the Round’s heralded new agreements. Not surprisingly,
the last few years has witnessed a [natural] reassertion of political tensions
along North-South lines within the trading system. The current protracted
debate over attempts to rehabilitate and operationalize new forms of
special and differential treatment within the WTO system epitomizes such
a trend.

Trade policy’s shift inland was in all likelihood inevitable in a
globalising environment, given the far-reaching changes occurring in
domestic regulatory regimes, the rising share of services in output,
employment and trade, the rapid diffusion of ideas in a knowledge-based
economy and the fact that investment, more than trade, has become the
chief integrating force in the world economy. A trading system that ignored
such trends ran the risk of becoming rapidly obsolete. Much of the rule-
making deepening performed by the Uruguay Round can thus be seen as
a process of institutional catch-up, one that took place against the
unfolding backdrop of globalisation and the deepened economic
integration among nations coming in its wake.

A trading system that has simultaneously become much broader
in country coverage and significantly deeper in issue coverage was bound
to raise complex governance challenges. And so it has, with negotiating
rounds taking ever longer to launch and conclude. The substantive
complexity of modern trade diplomacy, and the diversity of interests
represented at the negotiating table in Geneva, has potentially important
implications for the management of the world trading system. Three such
implications stand out most vividly. First, the recent years have seen the
emergence of a subtle but unmistakably growing disconnect between the
lengthening negotiating cycle bureaucrats contend with in trade policy
circles and the shortening product cycle firms confront in global markets.
The result has been a progressive, if not always apparent, ebbing of
corporate interest for multilateralism in trade matters. To be sure, there is
no so such thing as outright opposition to the WTO and to trade
liberalisation in the business world, but rather a sense of creeping
indifference as firms are less able to project themselves and their business
models several product cycles in advance.
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Such a void has led to the second major shift in the way trade rules
are brokered multilaterally, with competing voices in civil society picking
up much of the slack. The latter groups, which in many instances display
considerable aversion towards the very pursuit of open market policies,
are paradoxically drawn to the trading system’s unique and credible
enforcement mechanism with a view to securing compliance with non-
trade objectives in various policy domains. The influence and trade policy
expertise of non-governmental organisations has grown markedly as trade
rules have more resolutely entered the domestic regulatory domain of
nations.

Long gone are the days when the multilateral trade policy agenda
was the product of an essentially linear, bilateral, relationship between
governments and businesses in the industrialized world. The WTO agenda
is today the by-product of the triangular interplay of competing interests
in business (still primarily from the OECD area, but more feebly so),
governments (80 percent of whom are developing countries) and
increasingly vocal NGOs (again from both North and South and with
competing priorities and perspectives). It should come as no surprise that
governments have experienced significant difficulties in navigating the
choppy waters of such a policy triangle.

Resurgent regionalism, the third major shift at play in trade
diplomacy today, is in many respects a response to the above
developments. The advent of globalisation has yet to negate the influence
of geography and the economics of proximity in trade and investment
matters. The integration of product and factor markets is indeed far greater
at the regional than at the world level. Globalisation can in fact be viewed
as the aggregation of regional integration processes. Not surprisingly,
governments and corporate interests have shown a ready willingness to
pursue regional approaches to trade and investment liberalisation. These
have come about because the latter provide ready-made laboratories in
which to tackle and tame the forces of deeper integration with key trading
partners but also because they can be far more expedient. Reaching
agreement on the complex parameters of modern trade policy is indeed
likely to be easier, command greater private sector support, and stand
greater chances of occurring in real time if it is conducted within a less
diverse environment than that on offer at the multilateral level.

At the same time, regionalism offers smaller countries, and

developing countries in particular, the extra appeal of political ownership.
Rather than being rule-takers, as many of them tend to be in the WTO
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