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What accounts for the proliferation of
“mega-regional” trade deals outside the World
Trade Organisation over the past thirty years?

-The dying of WTO

The WTO 1is one of the few international

organizations where Taiwan has a meaningful
presence—and our only multilateral trade forum. But
WTO is becoming irrelevant. Over the past thirty years,
major economies have been abandoning the WTO's
multilateral approach for exclusive 'mega-regional’
trade deals. Even the WTO's director-general, Ngozi
Okonjo-Iweala, recently admitted to the Financial
Times that

predicted

“globalisation has slowed down” and
“more regionalisation of supply chains.”
This shift is already reshaping the world: the UK just
joined the CPTPP in January 2025, the US and EU are
negotiating TTIP, and China leads the massive RCEP
agreement. As these deals redraw the map of global
trade, we need to understand why the WTO 1is losing
relevance—and what cause the proliferation of

‘mega-regional’  trade deals. In this blog I am going
to argue that the proliferation of ‘mega-regional’
trade deals 18 caused by The WTQO's structural failures

and the rise of Sino-American conflict.

When 160 Countries Can't Agree on Anything

WTO, established in 1995 after the Uruguay
Round of negotiations among members of the 1947

FHE
Rethinking Economics SOAS

GATT is aiming to tackle protectionism and alleviate
the uncertainty and unpredictability. To achieve those
goals, WTO rule embodies the most favored nation
(MEFN) treatment, which means non-discrimination
among WTO members 1s allowed, and continues
GATT's consensual practice of decision-making. To
uphold these rule WTO has built a powerful dispute
settlement system. Winham explains "The WTO
represented a contract between its members, the
purpose of which was to establish trade rules and then
to back up those rules with a powerful settlement
system” .

However, the WTO has lost the ability to both
establish new rules and maintain a functional dispute
settlement system. The dispute settlement system has
failed apart after 2019 due to the US's refusal to
appoint a new judge for the Appellate Body of the
WTO since 2016 for their concerns of 'judicial
overreach' and possible reforms. As a result, the panels
could still hear the case now, but without the Appellate
Body, no appeal is possible, and therefore, no
meaningful ruling can be made. Therefore, the
theoretically powerful dispute settlement system has
failed and cannot back any WTO rules currently.
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On the other hand, as a result of the failed Doha
round negotiations, the WTO rules have barely
updated since 1995. The failure of Doha round is
largely cause by the consensus decision-making
process and the divergent interests between developing

and developed countries.
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Figurea: number of the WTO's memberstates (Source: Hansen, 2024, p.17q)

As shown in figure 1, the number of WTO
members has increased from 20 when GATT was
established to around 130 members in 1995 with the
Uruguay Round of negotiations. And by the 2000s,
with the start of the Doha round of negotiations, the
number of members had increased to 140. This has led
to the divergent interests between member states,
especially between developing and developed

countries.

Developed countries often seek liberalization in
areas such as investment, services, agriculture, and
intellectual property. In contrast, developing countries
typically demand Special and Differential Treatment to
protect their developing industries and address food
security concerns. This divergent interest between
developing and developed countries is one of the
major reasons why Doha Round negotiations have
failed apart.

The Uruguay Round of negotiations was the first
to fully bring developing countries into the WTO by
requiring them to undertake commitments, and it
included an aggressive push by the US and EU to
expand trade rules into the new areas of services,
investment, and intellectual property. However, this
push and unbalanced decision-making process, the
exclusion of developing countries, has resulted in
dissatisfaction and refusal to consider further trade
liberalization proposals for many developing countries.
The dissatisfaction eventually led to the India and
Brazil-led G20-T Coalition in opposition to the
Western proposal of liberalization of agriculture which

broke down the Doha Round negotiations.

shifted

towards mega-regional trade deals outside the WTO

Consequently, many countries have
with distinct practices. The deal between Western
countries and its allies, such as CPTPP and TIPP, tends
to have a high level of ambition on "WTO-plus' issues,
which aimed to form new rules that reduce non-tariff
barriers to trade. Differently, the China-led RCEP
aimed to gradually consolidate free trade agreements
(FTAs) at a more manageable pace that aligns with the
interests of developing countries in Southeast Asia.

In conclusion, as the World Bank noted, the
RTAs "can get you something" while there is no
progress in the WTO as the need to alleviate
uncertainty, unpredictability, and enhance stability in
trade remains.

The New Cold War in Trade

The geo-political conflicts between the US and
China have especially risen with the 2017 Trump

administration when the US government began to
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name China as a "long-term strategic competitor” in 1ts
new National Security Strategy. As a result, this
rivalry has led to the trade war between the US and
China starting with tariff increases sharply after Trump
came into power in 2016 and the practice was
continued by the Biden administration. Recently, with
Trump's second term, he has threatened to put a 145%
tariff on China. The mega-regional trade deals help to
offset the negative effects of the trade war.

In 2021, Park, Petri, and Plummer found that the
US-China trade war reduced global incomes by $514
billion and reduced China's income by $515 billion.
They then predicted that by 2030, the CPTPP could
add $188 billion back to world incomes, and the RCEP
could add a further $263 billion and add $127 billion
back to China's losses. They concluded that the two
agreements together come close to offsetting the
negative effects of the trade war on global incomes.

Beyond pure economic concerns, the rise of
China as a major power also triggered geopolitical and
national security concerns, especially in the United
States, contributing to a shift in negotiating emphasis
toward the Asia-Pacific region and the Trans-Pacific
Partnership (TPP). The US has indicated that the TPP
constitutes the economic wing of its "Pivot to Asia"
strategy, making explicit the connection between these
questions  of

trade negotiations and broader

geopolitical leadership in Asia. Similarly, some

perceived China's RCEP initiatives have been driven

more by the desire to bring regional countries within
its own political and strategic sphere of influence

rather than by its quest for economic integration.
Conclusion

In conclusion, with the WTO's structural failures
and the rise of Sino-American conflict, the WTO 1is
losing its relevance. In other words, a more fragmented
and competitive international economic order is
coming. We can no longer rely on multilateral
institutions or wait for diplomatic breakthroughs.
Instead, we need bilateral deals, technological
partnerships, and economic integration that bypass
traditional trade architecture. The old rules are dying,
which may not be bad news for a country that's always
operated outside the rules. We just need to be prepared
to participate. And I believe that this blog has provided
an essential understanding of the proliferation of
Mega-RTAs and why the WTO i1s losing its relevance
for anyone who 1s seeking to navigate this evolving
landscape.-Br
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