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Incoming WTO Director General (DG) Roberto Azevedo on May 17 identified reviving the long-moribund Doha

Round as his greatest challenge.

The Brazilian career diplomat will replace Pascal Lamy on August 31. He will take the helm of an organisation facing

some severe challenges, including significant divisions among member countries and the Doha Round's ongoing

diversion of trade policy action away from the WTO and towards regional and now mega-regional trade

agreements. An early test for the new DG will come with the WTO's ministerial conference in Bali in December.

EVENT:Incoming WTO Director General (DG) Roberto Azevedo on May 17 identified reviving the long-moribund

Doha Round as his greatest challenge.

SIGNIFICANCE:The Brazilian career diplomat will replace Pascal Lamy on August 31. He will take the helm of an

organisation facing some severe challenges, including significant divisions among member countries and the Doha

Round's ongoing diversion of trade policy action away from the WTO and towards regional and now mega-regional

trade agreements. An early test for the new DG will come with the WTO's ministerial conference in Bali in

December.

ANALYSIS: Impacts.

While its role as a trade-policy venue is seriously threatened, the WTO remains highly relevant as a court for

settling trade disputes.

Protectionism via non-tariff measures will continue to increase in both developing and developed countries.
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Clearer understating of supply chain dynamics could alter country trade policies in the coming years.

After serving two terms, current WTO DG Pascal Lamy, a Frenchman, will step down at the end of August. The

competition to be his successor originally pitted a shortlist of nine applicants against each other, but in the end the

contest came down to two candidates -- Azevedo and Mexico's Herminio Blanco.

Win for Brazil.

Azevedo's victory signalled:

a diplomatic win for Brazil over Mexico in the contest between both countries to be the leading player in Latin

America;

a victory for the preferred candidate of Brazil, Russia, India and China (the BRICs) and developing countries more

generally, over the candidate with relatively more support from the 'trade establishment' of the United States and

EU; and

more controversially, possibly also a preference for Brazil's relatively more protectionist trade policy, as opposed to

Mexico's more liberal approach.

New management, old problems.

Old challenges -- that have thus far been largely intractable -- await Azevedo when he takes over the WTO:

Doha.

The chances of obtaining a 'full' agreement in the Doha Round of multilateral trade negotiations seem to have been

written off. Attention has instead turned to harvesting a smaller deal based on what little common ground can still

be found. Yet to date, even a mini-agreement has proved beyond the negotiators. Repeated failure to deliver,

despite constant pledges to do so from world leaders, has eroded the credibility of the multilateral system as a

trade-negotiating forum. Advocates of the 'bicycle theory' of trade liberalisation -- which agues, that without

forward momentum, the system will fall over -- worry that Doha's failure is undermining the WTO's overall role.

Big divide.

One critical problem facing both Doha and the WTO more generally is the large gap that has opened up mainly

between the big developed economies, especially the United States, on the one hand, and the big emerging

markets, epitomised by the BRICs, on the other. Put crudely, Washington thinks that the emerging economies need

to take on the obligations of major economic powers, while for their part the BRICs stress their status as developing

countries to claim special treatment. Reconciling the conflicting aims and ambitions of developed and emerging

economies remains a key precondition for the successful operation of the WTO.

Multilateralism decline.

With Doha stalled, negotiators have increased their trade

policy focus on preferential trade agreements (PTAs),

producing a series of bilateral and regional deals. Now, the United States is raising the stakes still further, with the

possibility of mega-regional deals in the Asia-Pacific (the TPP) and the Atlantic (the TTIP). As the number, scale and

scope of these PTAs increases, they are becoming the new forum in which the world's trade rules are set, leaving

the WTO on the sidelines (see INTERNATIONAL: Stalled Doha spurs trade discrimination - February 12, 2010).

Global trade rules.

The WTO needs to grapple with the implications for policy of the changing trade landscape. Its focus on traditional
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trade policy has largely failed to deal with the consequences

of global supply chains and the close integration between

goods, services, investment, logistics and intellectual

property they involve. The failure to deliver 'deep'

integration has served as further impetus for countries to

look to PTAs (see INTERNATIONAL: Services play key role in

GVCs - May 8, 2013 and see INTERNATIONAL: New trade

data alter economic landscape - January 24, 2013).

WTO reform.

When he was EU trade commissioner, Lamy decried the

WTO's structure as "medieval". Decision-making by

consensus, the so-called 'single undertaking' (on the

principle that 'nothing is agreed until everything is agreed'),

and a relatively weak secretariat have all been the subject

of calls for reform. However, while there is consensus on the

need for change, there is no agreement on the form it should take (see INTERNATIONAL: Doha rules make talks

more difficult - May 31, 2011).

Bali meeting.

Not only will the new DG have to deal with these problems, but he will have to do so in the context of a difficult

international environment. Last year, world trade growth slumped to just 2%, and the WTO forecasts that it will be

similarly weak in 2013 (see INTERNATIONAL: Trade slowdown could be structural - May 14, 2013). Moreover, as

Lamy recently warned the "threat of protectionism may be greater now than at any time since the start of the

crisis" (see INTERNATIONAL: 'New protectionism' will hit businesses - December 14, 2012).

All those factors mean that the WTO's ninth ministerial meeting, which will take place in Bali in December, is

shaping up to be a tough test for Azevedo. Bali represents a final chance to salvage something from the Doha

Round and so ensure the new DG's term is off to a good start. Failure, on the other hand, will indicate that the WTO

remains trapped by the same old problems.

Last month, the US ambassador to the WTO, Michael Punke, warned that the limited progress towards obtaining

even a partial deal in Bali meant that the WTO was "hurtling towards irrelevance" as a trade negotiating forum.

CONCLUSION: The new DG will face an uphill task as his term begins. If he is to help restore the credibility of the

multilateral trading system, Azevedo somehow has to reconcile the conflicting ambitions of different developed and

developing member countries, salvage something from the disastrous Doha negotiations and upgrade the WTO's

processes and structures. Moreover, he must achieve all this while managing the challenge posed by proliferating

regional trade agreements and two looming mega-regional agreements -- the TransPacific Partnership (TPP) and

the EU-US Trans-Atlantic Trade and Investment Partnership (TTIP). His first test will come with the Bali meeting.
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