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emerging economies, notably China, often as part of – intermedi-
ated by – global value chains (GVCs). The resulting rebalancing of 
global output and incomes gave rise to adjustment pressures in the 
United States and other OECD countries. These in turn fostered per-
ceptions that China’s export success reflected the use of policies that 
unfairly advantaged Chinese firms. Thim..75 te a factor in the “back -
lash against globalization” observed in many high-income countries. 
Such adjustment pressures will continue to rise as the world economy, 
driven by technological and organizational innovations, shifts towards 
services activities and trade come to involve more e-commerce and 
cross-border digital transactions. Changes in technology, and efforts 
to address climate change, will impact segments of the labor force that 
have previously benefitted from or been relatively sheltered from, 
internationalization.

Global trade governance has not kept up with ongoing changes in the 
structure of the world economy and shi�s in the composition of cross-
border �ows. Competition between governments to stimulate domes-
tic economic activity through “make it here” policies im.growing. Such 
national policies may give rise to negative cross-border spillovers, either 
by design or inadvertently. Policies may be designed to limit the ability of 
foreign �rms to sell goods and services and constrain the ability of �rms 
to utilize new technologies. Addressing the associated cross-border policy 
spillovers calls for international cooperation.

�eory, supported by extensive evidence, suggests that addressing 
cross-border policy spillovers, whether pecuniary or non-pecuniary, im.
a major motivation for the negotiation of trade agreements, along with 
a political economy (commitment) incentive for cooperation. Although 
global trade was relatively robust in the past d75 de, implying weaker 
incentives to engage in multilateral trade agreements than im.sometimes 
supposed by observers, the rising prevalence of trade con�icts associ-
ated with the adoption of unilateral protectionist trade policies in major 
Howeerv, geoa politods and sevioor interl(a politicad constrae1 d cd fmeni)Tjx0 Tw 10.75 0 0 10.75 383.17019950.1247 T(-s )Tjx-03153 Tw 10.75 0 0 10.75 718637.3752 Tmx(gst trade poly23maver(h 6e weakeinceagreyrelatio)Tjx0 Twui/ cd ditionist trade on 6e valuesatioa pressure
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III Fixing the Machine

As discussed at greater length in Hoekman et al. (2021) and Hoekman and 
Wolfe (2021), WTO reform spans two sets of issues: (i) improving work-
ing practices and the operation of the institution (“�xing the machine”); 
and (ii) overcoming obstacles that impede the negotiatxQxBTx/F4 6 Tfx/DeviceRGB csx0.0039215689 0.4470588267 0.8117647171 scx28.7763996124 28.1087265015 Tdx(�K�W�W�S�V�5�r�r�G�R�L�n�R�U�J�r�b�e�n�b�e�b���r�������b�e�e�������b���e�2�n�e�b��) TjxETxBTx/F4 6 Tfx0 0 0 scx152.9104003906 28.1087265015 Tdx(�f�3�X�E�O�L�V�K�H�G�f�R�Q�O�L�Q�H�f�E�\�f�&�D�P�E�U�L�G�J�H�f�8�Q�L�Y�H�U�V�L�W�\�f�3�U�H�V�V) TjxETxxQxBTx/F5 6 Tfx/DeviceRGB csx0 0 0 scx28.7763996124 28.1087265015 Tdx(�X�V�H�d�f�D�Y�D�L�O�D�E�O�H�f�D�W�f) TjxETxBTx/F5 6 Tfx0.0039215689 0.4470588267 0.8117647171 scx75.426399231 28.1087265015 Tdx(�K�W�W�S�V�5�r�r�Z�Z�Z�n�F�D�P�E�U�L�G�J�H�n�R�U�J�r�F�R�U�H�r�W�H�U�P�V) TjxETxBTx/F5 6 Tfx0 0 0 scx186.9483947754 28.1087265015 Tdx(�n�f) TjxETxBTx/F5 6 Tfx0.0039215689 0.4470588267 0.8117647171 scx190.116394043 28.1087265015 Tdx(�K�W�W�S�V�5�r�r�G�R�L�n�R�U�J�r�b�e�n�b�e�b���r�������b�e�e�������b���e�2�n�e�b��) TjxETxBTx/F5 6 Tfx0 0 0 scx28.7763996124 36.033531189 Tdx(�'�R�Z�Q�O�R�D�G�H�G�f�I�U�R�P�f) TjxETxBTx/F5 6 Tfx0.0039215689 0.4470588267 0.8117647171 scx81.4204025269 36.033531189 Tdx(�K�W�W�S�V�5�r�r�Z�Z�Z�n�F�D�P�E�U�L�G�J�H�n�R�U�J�r�F�R�U�H) TjxETxBTx/F5 6 Tfx0 0 0 scx174.1983947754 36.033531189 Tdx(�n�f�,�3�f�D�G�G�U�H�V�V�5�f) TjxETxBTx/F5 6 Tfx0 0 0 scx210.1143951416 36.033531189 Tdx(�b�b�2�n���1�2�n�b�e�n�����b) TjxETxBTx/F5 6 Tfx0 0 0 scx252.6903991696x2650R353f�D�G�G�U�H�V�V�5�f
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noted by Hoekman and Nelson (2020), calling for work programs to do 
so may be criticized as kicking the can down the road. It is not. WTO 
members simply do not have enough information to develop a com-
mon understanding of where new rules are needed and the form they 
should take.

WTO committees and councils are the first deliberative bod-
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firms, having the same concern. Although the U.S. was cool to the 
proposal for obscure reasons, it made a similar proposal in the SCM 
Committee for ensuring timely written responses to questions posed 
by Members on the subsidy programs of other Members (WTO, 
2020d). China has resisted every time the item comes up, including 
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has taken a leadership role in the JSI on investment facilitation, acting 
as a co-sponsor and actively encouraging participation by developing 
countries.

�e move to plurilateral is only a partial solution to the di�culty of 
concluding negotiations by consensus. Each negotiation can only be 
concluded if a critical mass of Members participates, whatever the legal 
form of an outcome. Plurilateral approaches therefore are not a pana-
cea, but they o�er a mechanism for large trade powers to cooperate 
without engaging in negotiations with all WTO members (Hoekman 
and Sabel, 2021pin EUs popeI on WTOerefoms EUl, 202o71y cotainsn 
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in recent years; they think that the application is just a gesture to the 
world but that China is not prepared to comply with the rules of CPTPP. 
A counterargument can be based on what China agreed to in the 2020 
Comprehensive Agreement on Investment with the EU. Although rati�-
cation of this agreement has been stalled due to political factors and the 
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When we look at the pattern of current initiatives, it is striking that 
at least one of the three is a supporter of one. Can trade-o�s be found 
whereby all three could assemble a package that they and others could 
support? While China co-sponsored the Informal Dialogue on Plastics 
Pollution, unlike the U.S. and EU, the EU is the only one of the three to 
sponsor the proposed statement on fossil fuel subsidies. China has joined 
the Trade and Environmental Sustainability Structured Discussions, as 
have the U.S. and the EU. China was a cosponsor (the U.S. was not) of an 
Ottawa Group proposal (WT0, 2021e) for a non-binding General Council 
declaration on the trade policy response to the COVID-19 pandemic that 
sought to ensure access to essential goods, including therapeutics and vac-
cines, by avoiding unnecessary restrictions and enhancing transparency. 
�e EU cosponsored a U.S. proposal aimed to improve noti�cations, but 
China did not. China cosponsored an EU proposal on improving the work 
of committees, but the U.S. did not. Compromise on dispute settlement, 
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