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The minister was in San Francisco last week

News Release 16/11/23;

During a US-hosted session on economic prosperity and resiliency,
Minister Ng underscored the importance of supporting a rules-based
multilateral trading system with the WTO at its core. She
encouraged APEC partners to work towards ambitious outcomes at the
upcoming WTO 13th Ministerial Conference.
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https://www.canada.ca/en/global-affairs/news/2023/11/minister-ng-advances-cooperation-on-trade-investment-and-supply-chain-resilience-in-the-asia-pacific-region.html

My questions for today

1.

2.

Why did the minister need to stress the centrality of WTO?
Why is WTO important important? for Canada?

What reform is needed, and what can Canada do?

Will subsidies be an example of a new approach?

Do developing countries matter?

Prospects for MC13?



Part 1

Why did the minister need to stress the centrality of WTO?



The trade landscape is bleak

« Great-power competition
— Wars in Europe and the Middle East
— Systemic fragmentation
« Domestic political and economic constraints
— Worries about growth, jobs, inequality, trade deficits
— Rampant subsidization and trade restrictions

»WTO is far from the most pressing concern for anybody



Lots seems to be happening elsewhere

« Shiny baubles attracting trade
ministers’ attention:

— APEC, RCEP, ASEAN, IPEF,
DEPA, ACCTS, BRICS...

« But also distracted by
implementing CUSMA, CPTPP,
AcFTA ...




The WTO is not part of the problem

» Not part of the immediate solution either

» At least until participants assess limitations of “elsewhere” in
addressing significant issues like industrial policies and climate

change



How seriously should partners take U.S. “leadership”?

» Abandoned TPP; “paused” trade pillar of IPEF

Hoping steel and aluminum talks with the EU will succeed, some day

Astonished its own business community with retreat on e-commerce

Unwilling (unable) to contemplate binding agreements, anywhere
— Self-reliance and values...

But is still active in WTO at working level



Part 2
Why is WTO important? for Canada?



WTO is foundational

« Source of rules and norms for the trading system—constitutional
« All FTAs build on WTO, including CUSMA, CETA and CPTPP

— Many provisions (WTO+) simply add to WTO obligations
— Other provisions (WTO-X) often more aspirational than binding

» For some big issues (subsidies) WTO is the only option



Canada’s biggest FTA

» Consistent set of rules to transparently address trade problems
— including U.S.

« Main trade agreement with China, India, Brazil and other developing
countries

» Best hedge against uncertainty at extensive margin
— What will trade and investment patterns look like in 20 years?
— Which countries will be key trade partners?



Many FTAs have more designed than implemented
institutionalization

« Committees often moribund, or meet with less frequency than WTO
— Matters, especially for behind the border policies
— Regulatory chapters often rely on WTO notification and surveillance

» Dispute settlement mechanisms rarely used
— Some CUSMA cases, but implementation of results is ... uneven



Is WTO toothless, or irrelevant?

« Countries do not automatically comply with any international
obligation, including trade

— Still most WTO Members do much of the time—e.g. TBT and SPS
 But new and modernized rules have been.....slooow
 Two choices for Canada:

— Throw up our hands in despair
— Use whatever weight we've got in the world to make it work better.



What about friend-shoring?

* An open multilateral system adjusts flexibly; one based on
unpredictable definitions of friends does not

* Is WTO unable to accommodate China’s economic system?

— China cannot be isolated — maintaining a rules-based trading

system without the active engagement of one of the world’s largest
traders is nonsensical.

— Significant new agreements without China will lack an economic
logic, whatever the political attractions



Part 3

What reform is needed, and what can Canada do?
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The WTO is not dead (but reform is needed)

1. Monitoring and surveillance still work (but not well enough)

2. Disputes still being handled (but appeals go into the void)

3. Many negotiations under way (but too few outcomes)\

4. Secretariat is small, and too constrained (more analysis needed)

5. Some essential topics are stalled (agenda needs updating)
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Canada actively supports “WTO reform by doing”

 Altering practices, including how meetings are organized

* New digital tools allow officials in capitals to engage better

— e-agendas, notification portals, databases of notified information
and questions and answers in meetings

* Yes procedural, but all WTO bodies will be more efficient and flexible
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Does Canada have leverage any more?

* Probably (almost?) as much as we ever did

* QOur role has always been ideas, with just enough economic weight,
and diplomatic skill, for our ideas to be heard

— Ottawa Group an example

« If we are in the game now, we will be well-positioned when major
powers are less distracted by elsewhere
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Part 4

Will subsidies be an example of a new approach?
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The subsidies problem
* Huge issue for WTO, including agriculture and fisheries

 Industrial subsidies especially problematic
— Where and how in a supply chain is support given?

 Not well covered in subsidies agreement concepts, or notifications, or
technical discussions in the committee

» Despite U.S. efforts to do something in a smaller group, ultimately can
only be done multilaterally

« But negotiations have been abandoned for years



G7 Trade Ministers’ Statement Osaka-Sakai, 29
October 2023

* We also commit to work with other WTO members to strengthen the
deliberative function of the WTO to address the challenges that
international trade faces today.

* |In this regard, we support work on key issues including by achieving
consensus by ministers at MC13 to create a dedicated space for
discussions on the interface between trade and state
intervention in industrial sectors.



Why is WTO deliberation needed for subsidies?

« We know governments are spending vast amounts of money

* We need more information on harmful spillovers not merely detail of
whether a subsidy is “specific”

» Deliberation among governments should be informed by expert
outsiders: academics, business, other international organizations

N
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Best way to engage China?

Option one: we know what the rules are, and you are not playing by them

Option two: nobody knows enough about Chinese subsidies. But nobody
knows enough about US state level subsidies either. So, let’s find ways to
talk about how to have more transparency

When we have a shared understanding, we’'ll talk about new rules

Better than trying to get the Chinese to play the game the way we want
them to play it.

Only possible at WTO



Part five

Do developing countries matter?
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Trade policy is foreign and development policy

Commitment to Development Index 2023 Canada 10th overall, and
10th on trade

— Measures barriers to developing country trade, trade distorting
agriculture subsidies, food-related export restrictions, services trade
restrictions.

 We may have few direct interests in LDCs trade, but we have a
significant foreign policy interest in fostering their growth and
integration.


https://www.cgdev.org/publication/commitment-development-index-2023

Developing countries part of the problem in Geneva

» Blocking progress on issues that matter to us, but also on issues that
(ought to) matter for them

» Poor links between capitals and delegations

 Belief that “policy space” and special and differential treatment are
better than trying to integrate in world economy

* No reason to throw up our hands



What we can do

« Making WTO more useful to developing countries is one of Canada’s
trade policy priorities

— Reform by doing goes in this direction
— Support for various WTO special funds, including fisheries
— Enhanced Integrated Framework for LDCs

« Ottawa Group building bridges between developing countries and
OECD matters for making WTO work for everybody.



Part six

Prospects for MC13
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Are new rules possible at WTO?

» Better be: rules underpinning all trade agreements come from WTO

« But agreements among all 164 Members now unlikely, hence “joint
statement initiatives” that Ellard mentioned

* Investment facilitation is a test case for plurilaterals, and MC13

— Will non-participants allow the text to be attached to the WTO
Agreement under Annex 47



Canada’s wish list for MC13 (see WT/GC/W/873/Rev.2)

« We want deeper policy engagement for ministers, with a focus on
reforming the WTO to address future trade challenges

While improving the possibility for deliberation and guidance on
emerging issues

And avoiding a focus on outcomes—ministers can endorse results, or
close the final details of a deal, or provide guidance

In short, deliberation not negotiation at MC137?



Where would Canada want deliberation?

Industrial subsidies working group
Environmental issues (WT/GC/259/Rev.1)
Food security (holistic look at market-based reform not small steps)

New approaches to development



Prospects for MC13: form

* From a negotiation standpoint, not much will happen

— Will Outcome Document be finished before ministers get to Abu
Dhabi?

— Will format encourage more deliberation among ministers?

|98
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Prospects for MC13: big issues

Dispute settlement reform is close to agreement on everything
— except Appellate Body, so they are nowhere

Hard to see an outcome on stage two of fisheries

— Problem still S&D for subsidies that contribute to overfishing and
overcapacity

Extend TRIPS COVID-19 waiver to diagnostics and therapeutics?

Digital trade issues not moving quickly



Canada’s overall objective

« System preservation

— Ensure that modernized multilateral machine is ready when
countries see that the shiny attractions of “elsewhere” don’t produce
new rules on biggest issues

» Avoid backsliding in the meantime



Will there be a bust up on PSH?

* Yesterday: “India criticizes Cairns members for "ambushing" public
stockholding talks”

« TODAY: Three hour virtual mini-Ministerial meeting on agriculture
scheduled for Tuesday

Q1: Some Members are demanding a holistic approach to the
negotiations leading to comprehensive outcomes in all the negotiating
areas, while others are seeking stand-alone outcomes on issues of
priority to them. Still others believe that there are some low hanging
fruits which could realistically be harvested at MC13. What guidance
could Ministers give to reconcile these opposing views?


https://tradebetablog.wordpress.com/2023/11/22/india-refuses-discuss-cairns-proposal/

The world (and Canada) needs more WTO
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2023 = - and sustainable future

gr/ TR ADE Re-globalization for

The firm conclusion of this report is that today’s world needs
more trade and more cooperation, not less. The major
issues facing policymakers the world over — from security
to inclusiveness to climate change - transcend nation
states. Neither pandemics nor conflicts nor emissions
stop at borders. Spillovers and externalities of domestic
choices and policies are much larger than they used to be.
Therefore, solutions cannot be found unilaterally, in isolation
of the actions of others. Globalization and cooperation need
to be a part of the answer for the world to solve its crises.
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