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Mega-Regional Trade Agreements and the Future of the WTO

The major economies have shifted trade negotiating emphasis toward mega-regional agreements. In
particular, the emergence of three sets of negotiations—the Trans-Pacific Partnership (TPP) agree-
ment among Australia, Canada, Japan, Mexico, the United States, and seven other countries; the
Transatlantic Trade and Investment Partnership (TTIP) negotiations between the United States and
the European Union (EU); and China’s pursuit of the Regional Comprehensive Economic Partnership
(RCEP) negotiations—raises a host of short- and long-term questions for the multilateral trading sys-
tem and the World Trade Organization (WTO).!

The foundation established by the General Agreement on Tariffs and Trade (GATT) and WTO, a
multilateral system for trade, has remained largely unchanged since 1995. However, understanding
the first wave of regional trade agreements (RTAs) that the United States and the EU developed in the
1990s provides context for the innovative elements of the forthcoming mega-regional agreements. In
particular, for both the TPP and TTIP agreements, the desire to write new rules is an important driver
of the negotiations. The new rules cover topics that include public health and product safety standards,
labor and the environment, international investment, digital trade and e-commerce, and state-owned
enterprises.2

These new RTAs have costs and benefits, and the mega-regionals pose a potential new threat to the
multilateral system. However, direct steps can be taken to minimize such concerns. First, the return to
plurilateral and critical mass agreements is a way to bring some of the mega-regionals’ new rules and
issues into the system. Second, reforms to the WTO’s dispute settlement procedures are needed to
further strengthen and sustain what is perhaps its most prominent function. Importantly, the United
States, the EU, and the other countries should support the relevance of the multilateral system despite
the allure and trappings of the mega-regional agreements.

THE NEW REGIONAL LANDSCAPE

The GATT was established in 1947, and it shepherded the multilateral trading system until it was re-
placed by the WTO in 1995. Over their history, the GATT and WTO have provided three critical func-
tions to the international system.

First, they have established a negotiating forum for countries to routinely convene, write basic rules
for the trading system, and negotiate over country-specific commitments to liberalize trade and im-
prove market access. Second, they have established a forum to resolve disputes. The WTO legal pro-
cess allows for each interested country to make its case, and the WTO provides impartial, third-party
adjudicators that generate legal rulings and determine compensation in the event of noncompliance.
Third, they have established a technical administrative forum and process by which countries make
and then report changes to their policies that affect trade. This reporting standardization provides
transparency and leads to the efficient dissemination of information globally.
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These fundamental institutional pillars of the current WTO evolved over decades but have been
largely in place and unchanged since 1995. The second and third functions, in particular, have worked
well over the intervening two decades. However, the lack of a coherent WTO legislative function has
resulted in little change to the institutional framework and rules, despite a number of new negotiating
interests arising from within the trading system’s major actors.

The First Wave of Deeper Agreements in the 1990s

Beginning in the early 1990s, the United States and the EU began to negotiate RTAs—each with dif-
ferent countries—that were deeper than the shallow integration approach of the GATT, which had
mostly limited its disciplines to border barriers such as import tariffs.3 For the United States, for ex-
ample, this began with the Bill Clinton administration’s side agreements on the environment and la-
bor, which accompanied the 1994 North American Free Trade Agreement (NAFTA) with Canada and
Mexico.

These additional commitments found in RTAs have come to be known as either WTO-plus or
WTO-extra provisions. The WTO-plus builds upon provisions already undertaken multilaterally: im-
port tariffs are the best example. Countries commit through the WTO to a certain maximum upper
limit for their tariffs, and their additional commitment (WTO-plus) under the RTA involves lowering
tariffs even further, albeit only to selected partners. WTO-extra commitments, on the other hand, are
RTA provisions for which there is no WTO counterpart. These currently include labor and environ-
mental standards.

There are interesting differences between these earlier U.S. and EU RTAs.# The EU tended to ne-
gotiate more WTO-extra provisions into its RTAs; nevertheless, most were not enforceable through
the agreements’ dispute settlement procedures. Since such provisions were not part of the WTO, they
were not enforced there either. Although the United States negotiated fewer such commitments, it had
more enforceable commitments in its RTA provisions. Nevertheless, even among the enforceable U.S.
provisions, not all of them have actually been rigorously enforced. The recent Guatemala labor dispute
under the Dominican Republic—-Central America Free Trade Agreement is the only dispute to date in
which the United States has attempted to enforce a trading partner’s labor standards through RTA
dispute settlement.

Mega-Regional Agreements in the Twenty-First Century

A number of political-economic forces have contributed to the push toward the mega-regional agree-
ments arising today.> One factor is the interest of multinational firms in global supply chains—the pro-
cess by which firms organize their production across numerous countries—which causes the firms to
lobby for new types of agreements to address their concerns.¢ This includes additional legal protection
for their foreign investment as well as further reductions to the costs of shipping goods across multiple
national borders. Firms want to produce goods that can be certified for multiple markets; they have
thus also urged policymakers to improve coordination of product regulations historically set inde-
pendently across different markets.

Second, the rise of China as a major power also triggered geopolitical and national security interests,
especially in the United States. This contributed to a shift in negotiating emphasis toward the Asia-
Pacific region, further spurring efforts for the TPP in particular.



Mega-Regional Agreements and Market Access

The aggregate market access implications arising from traditional tariff cuts under the potential TPP
and TTIP are anticipated to be modest, despite nearly 60 percent of world GDP and 40 percent of
world exports arising from the TPP and TTIP countries.” The United States already has free trade
agreements with six other TPP countries (Australia, Canada, Chile, Mexico, Peru, and Singapore);
many of the other TPP countries also have preexisting RTAs with one another. Furthermore, the TTIP
involves economies starting from relatively low applied tariffs; in sectors in which the United States or
the EU has maintained high border taxes (e.g., footwear, textiles, and apparel), the other may not be a
viable export source driving potential increases in comparative advantage-based trade.

To the extent that economic models predict some potentially sizeable aggregate gains to well-being
arising from these agreements, the increases typically result from assumed reductions in nontariff bar-
riers. Many of these reductions are due to the new rules and disciplines described below. However,
nontariff barriers are more challenging to measure; thus, it is also more difficult to accurately predict
the effects of their potential reductions.

New WTO-Plus and WTO-Extra Provisions and Their Enforceability

The TPP and TTIP are less motivated by gains resulting from tariff reductions as opposed to those
arising from new rules to coordinate reductions to perceived nontariff barriers to trade. The agree-
ments would make enforceable some already established rules that were not enforceable under earlier
RTAs. They also bring some new issues into major RTAs for the first time.

The TPP updates some provisions found in previous U.S. RTAs like NAFTA by making them en-
forceable through RTA dispute settlement. Important examples include labor and environmental
standards. The growth of the internet since 1995 has brought digital trade and electronic commerce
directly into the mega-regional agreements. The prospect of future accession to TPP by economies that
embrace state capitalism, such as China and Russia, led to the incorporation of disciplines on state-
owned enterprises (SOEs). Other relatively new provisions now enforceable through TPP include
government procurement—for which there exists only a plurilateral agreement—and transparency
and anticorruption.

Some new TPP provisions, including competition policy and regulatory coherence, are not yet en-
forceable through dispute settlement. Provisions on regulatory coherence build from the U.S. model
that has established a federal-level office of information and regulatory affairs (OIRA) to rationalize
the standards other set in a vacuum by individual U.S. regulatory agencies. To increase cooperation
and reduce the chance that such standards develop into unintended nontariff barriers to trade, the pro-
visions encourage regulators of all TPP countries to follow the U.S. model, conduct cost-benefit anal-
yses or regulatory impact assessments, and allow for public comment before implementing policy
changes. A proposed committee on regulatory coherence would encourage cooperation and infor-
mation sharing on best practices among regulators across countries.

Regulatory coherence has arisen as an even more important topic for the ongoing TTIP negotia-
tions between the United States and the EU. The TTIP has been lauded as an attempt to deal with the
evolving regulatory divergence between standards introduced in Washington and those in Brussels.®
Establishing not only rules but also an institutional process for regulatory cooperation between two
high-standards economies will have important long-term implications for product standards globally,
including for those goods produced and consumed well outside these two markets.?



New Rules on Dispute Settlement Over Trade and Investment
The TPP and TTIP also have the potential to substantially affect the process by which countries resolve
bilateral frictions over trade and foreign investment.

Consider disputes over international trade. Despite many RTAs having their own dispute settle-
ment provisions, most formal disputes arising since 1995 between RTA partners have been adjudi-
cated at the WTO. Canada, Mexico, and the United States, for example, routinely file disputes against
one another in Geneva, even though in-house NAFTA provisions exist to adjudicate their potential
grievances. They are not alone: roughly 15 percent of all WTO disputes have involved members of an
existing RTA using the WTO to resolve their bilateral trade disagreements.

Also telling is that more than two-thirds of all WTO disputes initiated from 1995 to 2016 involved
at least one future TPP member as either the complainant or respondent.!® Furthermore, nearly 15
percent of initiated WTO disputes involved one future TPP country using the WTO to challenge an-
other future TPP country. When taking account of the EU—another of the WTO’s most common lit-
igants—the combined membership of the TPP and TTIP make up most of the WTO’s historical case-
load.

One implication is that any effect of these new agreements—whether increasing or decreasing the
number or types of disputes being litigated in Geneva—could substantially alter a WTO system that
currently works.

On trade, the TPP dispute settlement procedures appear to elevate the WT'O’s system to primacy
by design. While a handful of WTO-extra provisions are only enforceable through TPP dispute settle-
ment—for example, labor and environment—the TPP concedes most areas of traditional, market ac-
cess emphasis to dispute-management by the WTO, including cases relating to antidumping and safe-
guards, and also likely those involving public health and product standards. Furthermore, unlike the
WTO, there is no possibility of appeal for any disputes under the TPP’s system, and there is no TPP
secretariat or staff that would provide the same sort of support that assists jurists. Under the WTO,
appeals and secretariat staff help contribute to the stability of the system by ensuring that consistent
legal decisions are made over time.

Under TTIP, one of the biggest proposed changes involves overhauling the rules for dispute settle-
ment attached to the agreement’s investment provisions. Currently, whether under the investment
provisions of RTAs or through separate bilateral investment treaties, there is a separate and much less
transparent process by which investors (e.g., firms) can bring cases directly against foreign states for
arbitration under investor-state dispute settlement (ISDS). The European Commission has proposed
a significant modification to ISDS after experiencing substantial domestic political backlash at the on-
set of TTIP negotiations.!!

The European Commission proposal for investment draws from the WTO’s system for resolving
trade disputes along important dimensions. This includes both establishing a publicly appointed set of
judges to hear disputes and to allow an appeals process to review and potentially modify first-stage
decisions. However, even the commission proposal would not fundamentally alter the right of inves-
tors to initiate disputes against states without first convincing their governments to litigate on their
behalf, as is the case under the trade dispute settlement procedures of the WTO and most RTAs, in-
cluding the TPP.



RISKS AND BENEFITS OF MEGA-REGIONAL TRADE AGREEMENTS

Not surprisingly, there are divergent views on the economic implications of RTAs, especially those
that have already been implemented. One source of divergence involves drawing lessons from the ef-
fect that RT'As have had on subsequent policy decisions: whether RT'As are stumbling blocks or build-
ing blocks toward additional or future multilateral liberalization. Economic theory has long predicted
that it could go either way. The reality from historical episodes, unfortunately, is not much clearer. In
some important cases, multilateral liberalization has followed the formation of RTAs, but in others,
RTAs created impediments that resulted in less subsequent multilateral liberalization.!2

For TPP and TTIP, the answer to whether these agreements would be stumbling blocks or building
blocks is even more unpredictable. Most of the predicted changes to economic activity arising from
these agreements is due to how they address nontariff barriers through their new rules.

Another source of divergence involves whether deep integration issues should be brought into trade
agreements at all. Here, the more primitive concern goes back to understanding the underlying pur-
pose of the trade agreement.!3 Many deep integration issues require that governments give up an in-
creasing amount of their policy space. For the shallow integration negotiations of the past, which were
only over tariffs, giving up policy space made sense on economic efficiency grounds. From a global
perspective, tariffs are never a first-best policy, and reining them in simply prevented countries from
imposing international externalities on one another. The same cannot be said for most behind-the-
border policies being negotiated in these deep agreements. From a global perspective and if set
properly, domestic taxes, subsidies, and regulations are frequently the first-best policy to address local
externalities and market failures without introducing major, secondary side effects.

The concern s that the haste of negotiators to conclude deep agreements could impose ill-conceived
constraints on domestic regulators’ access to such policies.!* This could feed back into inefficient levels
of domestic regulation. This is unsustainable in the long term and could result in failed trade agree-
ments. But then this would eliminate the cumulative, global efficiency gains that have been painstak-
ingly achieved through seventy years of cooperative, albeit shallow, trade agreements, such as the
GATT/|WTO, that limited their focus to reining in tariffs.!>

POLICY RECOMMENDATIONS FOR THE TRADING SYSTEM

The idea that RTAs might undermine the GATT/WTO system is not new; indeed, some of the con-
cerns regarding regional agreements date back to the classic work of Jacob Viner (1950) on the ineffi-
ciencies of “trade diversion.” Yet, the explosion in the number of RTAs since the early 1990s is unpar-
alleled to that in earlier eras, and the depth of these RT As is also increasingly complex.

The WTO’s Response to the Rise of Regional Trading Arrangements

Unfortunately, while the WTO membership appears to increasingly recognize that some problems as-
sociated with RTAs will plague the multilateral system, the WTO has taken few concrete steps thus far
to address the competition introduced by RTAs.16

The WTO has been proactive in only a few initiatives. One involves creating a notification process
and database for cataloguing RTAs. Also, WTO staff have worked to further characterize RTA provi-
sions beyond the prior work of academics, perhaps in case the membership provides the WTO the



directive to do something more about it.!” Furthermore, the WTO secretariat’s economics research
staff has brought the risks of RTAs to the attention of the membership by devoting its annual flagship
to the topic. The reality, however, is that WTO efforts to date have been relatively minimal. While some
of that is the mandate of the members, the WTO’s response is also frequently consistent with incen-
tives for self-preservation.

From the beginning, the GATT explicitly permitted the formation of free trade areas and customs
unions. The only requirement was that the agreement covered substantially all trade and did not result
inincreased trade barriers against RTA nonmembers. Should the WTO do more to confirm that actual
RTAs cover substantially all trade? For the WTO, of course, this is not incentive-compatible. The more
trade covered by preferential tariffs under the RTA, the less relevant becomes the WTO through its
most-favored nation tariffs. Thus, the WTO would not want to enforce provisions that diminish its
own relevance over tariffs.

Moreover, if governments find that an RT A led to an increase in barriers against nonmembers, they
can inevitably take it upon themselves through formal GATT/WTO dispute settlement to address the
issue. Examples of such disputes have arisen after the expansions of the European Economic Commu-
nity, as well as the formation of Mercosur and other RTAs.18

A recent concern is that RTA members may be getting around the technical rules of the WTO by
imposing new nontariff barriers on outsiders—relative to what they impose on RTA insiders—that
are subtle and are less likely to be successfully litigated under the claim that they arose because of the
RTA.19 This is an area in which the WTO could and should be doing more.

Specifically, more analysis is needed to better understand and showcase potential conflicts that
RTAs introduce with multilateral commitments, even if they are not direct violations of the WTO
agreements. New analysis, however, requires new data collection. The WTO’s integrated database on
import tariffs not only does not contain information on preferential tariffs arising under RTAs but it
also contains little to no information on nontariff barriers, especially those that may arise under the
deep provisions of RT'As and discriminate against excluded countries.

A Framework to Bring New Issues into the Multilateral System

The rise of mega-regional agreements indicates that major economies have the appetite to negotiate a
more expansive set of disciplines over new issues, to lock them in under trade agreements, and to po-
tentially make them enforceable through dispute settlement.

There are many reasons why new provisions have not made it to the WTO. A number of developing
countries perceive that they are still owed something due to the Uruguay Round not leading to the
positive outcomes that they had anticipated. The failure to conclude a Doha Development Round that
would be to their liking and the fact that the WTO negotiations are consensus-based, that there are
more than 160 members, and that the WTO agreements are all in the form of a single undertaking
together imply that minorities of countries have been able to block multilateral progress.20

The WTO’s single undertaking approach is recent and one that resulted from the Uruguay Round
of negotiations (1986-1994). But it is not the only way that the multilateral system has functioned.
Indeed, under the two immediately preceding multilateral sets of negotiations—the Kennedy Round
(1964-1967) and the Tokyo Round (1973-1979)—the results were not a single undertaking. Each
round also included a set of plurilateral agreements—referred to at the time as codes—that only sub-
sets of GATT countries signed up to and to which their disciplines applied.



These Kennedy and Tokyo Round codes included what were at the time a number of new nontariff
measures affecting trade, including antidumping, subsidies and countervailing measures, standards or
technical barriers to trade, government procurement, import licensing, customs valuation, bovine
meat, dairy, and trade in civil aircraft. The codes were initially established mainly among clubs of high-
income countries. In many cases, it was not until the WTO’s 1994 single undertaking that the provi-
sions became fully integrated and enforceable in the multilateral system.2!

Today, the WTO does retain a legal mechanism to allow its members to further develop additional
plurilateral agreements.2? If new rules are not needed, all that is required is for a core group of major
economies to come together and agree to lock in nondiscriminatory—to the full membership—liber-
alization commitments in a particular sector. This can also arise through what are referred to as critical
mass agreements (CMAs).

One important example of a CMA was the Information Technology Agreement (ITA) of 1997. Un-
der the ITA, a group of major economies locked in tariffs at zero for an expansive set of IT-related
products covering billions of dollars in annual trade. The 1997 ITA was subsequently updated by a
group of countries that agreed to add another 200 IT products to the zero-tariff list, as announced at
the Nairobi WTO Ministerial Conference in 2015.

Negotiations in other sectors have also begun, including a potential trade-in-services agreement
(TiSA) and an environmental goods agreement.2> However, the TiSA negotiations, for example, do
not yet include all major powers, as China and India are not yet involved.

A priority for the multilateral system should be to analyze which new issues arising under the TPP
and TTIP could and should also be plurilateralized. Beyond sector-specific agreements, this would ad-
dress rules and processes and include not only labor and environmental standards but also regulatory
coherence and how to integrate communication and decision-making by domestic regulators across
countries with respect to public health and product standards.

The United States and other countries pushing the mega-regional agenda also seek forums to dis-
cuss other issues largely blocked from multilateral talks. This includes the internet and e-commerce,
data, privacy, and new issues involving intellectual property rights. Given the rising importance in
global trade of China and Russia—economies whose WTO accession negotiations started from non-
market origins—provisions over SOEs and new transparency rules on subsidies are a priority. Finally,
the European Commission’s recent ISDS proposal and interest in a long-term investment court sys-
tem suggest that it may be time to revive multilateral investment treaty negotiations. These had been
put on hold first in the 1990s and then after the failed 2003 WTO Ministerial Conference in Canctin.

On the normative question of whether and how deep integration issues should ultimately be
brought into the WTO, doing so may constrain domestic policy space, the downside of which may be
an inability for domestic policymakers to regulate efficiently in response to political, economic, and
societal shocks at home. This concern needs to be weighed against a better understanding of what in-
ternational externality or international coordination failure is leading countries to take on binding
commitments for that particular issue in the first place.

Sustaining the Preeminence of the WTO’s Functioning Dispute Settlement System

One clear policy implication arising from the new RTAs is that introduction of competition among
different trade agreements in the area of dispute settlement will not work. Two different trade agree-
ments covering the same economic (market access) jurisdiction with competing court systems would



inevitably render inconsistent legal rulings. Such fragmentation of international trade law and juris-
prudence would increase policy uncertainty that would discourage firms from investing in interna-
tional commerce. It would also increase the challenges facing the domestic policymakers that seek to
craft regulations consistent with their international obligations. From what is known about the mega-
regional agreements to date, it seems that they strive to avoid this fate.

However, more could be done to strengthen the multilateral WTO dispute settlement system in
light of new pressures potentially introduced by increased trade arising under the mega-regional agree-
ments. More trade suggests that even more of the basic WTO disciplines will suddenly become rele-
vant in bilateral relationships and could lead to unavoidable trade frictions that will require WTO dis-
pute settlement to clean up.

Concrete items to be moved up the list for WTO secretariat reform include not only additional re-
sources but also a reprioritization of existing resources given these new needs. This includes address-
ing a number of WTO secretariat staffing issues in the area of dispute settlement. Appellate body ju-
rists should be moved from part-time to full-time schedules, both due to the increasing workload and
to improve transparency and prevent conflicts of interest. Furthermore, the first-stage panelists in-
volved in WTO disputes also all currently have other jobs, given the WTO’s funding model, and can
only devote some of their time to the task of adjudication. The permanent, full-time staff of the WTO
secretariat that supports the jurists on dispute settlement is also relatively small. There are also few
PhD economists in the WTO, despite the fact that they are needed to assist in litigation that is increas-
ingly data-intensive and heavy in empirical evidence.24 Each of these elements contributes to a dispute
resolution process that proves too slow for some commercial interests. A fix would enhance support
and trust in the multilateral system.

Furthermore, discussions could be launched, even if only on a plurilateral basis to start, to bring
investment disputes into a WTO-like system. In the long term, more exploratory analysis is needed
that would examine the tradeoffs of bringing them into a scaled-up WTO dispute settlement system.
This is clearly on the radar of the European Commission, which also included in their TTIP ISDS pro-
posal of 2015 that “in parallel to the TTIP negotiations, the Commission will start work, together with
other countries, on setting up a permanent International Investment Court. The objective is that over
time the International Investment Court would replace all investment dispute resolution mechanisms
provided in EU agreements, EU Member States’ agreements with third countries and in trade and in-
vestment treaties concluded among non-EU countries.”

CONCLUSION

Consider a final motivation for the United States, EU, China, and other major parties to make the
WTO even more resilient to the potentially growing influence of the mega-regional agreements: trans-
parency. The WTO is also increasingly important because it enhances transparency by disseminating
information on trade policy changes that are expected to affect trading partners’ market access. This
information is required not only for commercial market participants but also for domestic policymak-
ers.

In 2008, the global economy became embroiled in the largest and deepest economic crisis since the
Great Depression, presenting the WTO system with its first major stress test. Shortly after the eco-
nomic contraction began, trade flows collapsed simultaneously all over the world. However, at the
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time, the cause of the trade flow collapse was unknown. The depth and global proliferation of the Great
Recession from 2008 to 2010 sparked fears that protectionist forces might still be forthcoming.

The WTO secretariat itself was admittedly ill prepared in 2008 to immediately respond to the in-
formation problem of whether protectionism—and flows of new trade barriers—had changed consid-
erably with the onset of the crisis. Independent efforts by the World Bank and Global Trade Alert
sparked competitive pressures that spurred the WTO, through emergency actions under its Trade Pol-
icy Review Body, to provide more frequent, detailed, and more independent data on changes to trade
policy taking place across its member countries.>

Nevertheless, the Great Recession episode also highlights that the WTO system itself has become
essential during times of crisis. Even the external monitoring efforts of the World Bank and Global
Trade Alert were only possible during the crisis because of trade policy reporting requirements de-
manded by the WTO. Countries had committed to undertake and implement—long before the cri-
sis—this sort of reporting simply because the WTO agreements required them to do so.

Put another way, while the WTO secretariat may have been slow to react during the crisis, there was
no reaction at all by the major RTAs in place at the time. It is almost inconceivable that trade policy
monitoring efforts would have arisen under the EU, NAFTA, Mercosur, or any other prominent RTA.
Furthermore, even if something were to have arisen eventually, it would have been regionally frag-
mented in nature. Future trade policy monitoring at a global level hardly seems within the mandate of
any of the new mega-regional agreements, including the TPP and TTIP. There is thus a continued de-
mand for this other critical functionality of the WTO.
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ENDNOTES

1. The other seven countries involved in the TPP agreement are Brunei, Chile, Malaysia, New Zealand, Peru, Singapore, and Vietnam.
The countries involved in the RCEP negotiations include the ten member states of the Association of Southeast Asian Nations (Bru-
nei, Burma, Cambodia, Indonesia, Laos, Malaysia, the Philippines, Singapore, Thailand, and Vietnam) and the six countries with
which ASEAN has hub-and-spoke free trade agreements (Australia, China, India, Japan, South Korea, and New Zealand).

2. Unfortunately, less will be said in this piece regarding a potential RCEP agreement, given the lack of negotiating progress to date.
While important, given the size of China and the potential number of countries involved, all that is known is that its path would seem
more driven by earlier regional agreement negotiations that focused mostly on tariff reductions, as opposed to the negotiations of
new rules of the sort contained in the TPP or TTIP as described here.

3. The EU became an increasingly deep-integration agreement over time, proceeding from a six-country pact over steel in the 1950s
to a customs union to steps toward internal factor market integration by the 1990s. However, the result of the UK referendum on
exiting the EU (Brexit) in June 2016 raises fundamental questions about EU integration and whether it may have been too deep or not
deep enough, or have otherwise suffered from some flaw of institutional design.

4. These conclusions are drawn from the study by Horn, Mavroidis, and Sapir on U.S. and EU RTAs arising before 2008. Japan also
began negotiating a number of RTAs of its own in the 2000s, including deals with Chile, Mexico, and Peru. See Henrik Horn, Petros
C.Mavroidis, and André Sapir, “Beyond the WTO? An Anatomy of EU and US Preferential Trade Agreements,” The World Economy
33,no. 11, November 2010, pp. 1565-1588.

5.Mansfield and Milner provide a book-length treatment of the political-economic determinants of RTA formation, with a particular
empbhasis on variation explained by domestic political forces. See Edward D. Mansfield and Helen V. Milner, Votes, Vetoes, and the Po-
litical Economy of International Trade Agreements (Princeton, NJ: Princeton University Press, 2012).

6. The fact that global supply chain activity has affected trade policy negotiations is not new. Indeed, Blanchard, Bown, and Johnson
provide evidence that such influences even affected the tariffs set by high-income and emerging economies over the period 1995 to
2009. See Emily J. Blanchard, Chad P. Bown, and Robert C. Johnson, “Global Supply Chains and Trade Policy,” National Bureau of
Economic Research (NBER) Working Paper no. 21883, January 2016.

7. The Peterson Institute for International Economics (PIIE) and Schott and Cimino-Isaacs provide a textual assessment of the TPP
and economic model-based estimates of anticipated changes in market access in important sectors and countries due to the agree-
ment. See PIIE, Assessing the Trans-Pacific Partnership, Volume 1: Market Access and Sectoral Issues, PIIE Briefing 16-1, February 2016;
Jeffrey J. Schott and Cathleen Cimino-Isaacs, eds., Assessing the Trans-Pacific Partnership, Volume 2: Innovations in Trading Rules, PIIE
Briefing 16-4, March 2016. For estimates resulting from a potential TTIP, see Peter Egger, Joseph Francois, Miriam Manchin, and
Douglas Nelson, “Non-Tariff Barriers, Integration and the Transatlantic Economy,” Economic Policy 30, no. 83, July 2015, pp. 539—
584.

8. As motivation, see the Barack Obama administration’s 2012 Executive Order, “Promoting International Regulatory Cooperation,”
May 1, 2012, https://www.whitehouse.gov/the-press-office[2012/05/01 /executive-order-promoting-international-regulatory-coop-
eration.

9. Sheargold and Mitchell analyze the TPP regulatory coherence chapter in Elizabeth Sheargold and Andrew D. Mitchell, “The TPP
and Good Regulatory Practices: An Opportunity for Regulatory Coherence to Promote Regulatory Autonomy?” World Trade Review,
February 2016. Alemanno (2015) explores the Regulatory Cooperation Chapter of the TTIP negotiations from the EU’s perspective
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