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Abstract: The evolution of the multilateral trading system reflects the outcome of power shifts. The
changing role of the World Trade Organization (WTO) reflects the rise and fall of US hegemony
and free trade ideology. The evolution of the WTO has progressed through a formative phase, a
consolidation phase, and a pivotal juncture, and is currently navigating a period of order change.
The current international order exhibits a tendency toward “polarization”. The China—US competition
has expanded from economic rivalry to comprehensive confrontation, with US hegemony declining
and China’s influence rapidly ascending. To safeguard national interests, the US trade policy
has reverted to protectionism. No longer viewing the WTO as an effective tool for maintaining its
international economic and trade hegemony, the US now seeks to decouple from China, promote
the reshoring of US manufacturing, and rebuild a “de-Sinicized” international economic system by
establishing exclusive “club-like” circles. China remains steadfast in its support of the multilateral
trading system, upholding the principles of peaceful coexistence and independent development.
While actively contributing to the reform of the WTO negotiation mechanism, it seeks new avenues
for cooperation with the US within the multilateral trading system.
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The international order is characterized by regular interaction of various entities
under specific governance arrangements, which are subject to transformation

due to changes in relative power relations among countries.! The transformation
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of international order is reflected in three key aspects: economic, political
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and institutional. Among these, economic strength is the fundamental force
influencing the international competitive landscape, while institutional rules
permeate the international political and economic system. The shift of power
distribution, as the starting point for evaluating the transformation of the
international order, will lead to the reorganization of the international order.?
As the world’s leading power, the United States has historically benefited from
power shifts, establishing hegemonic status in various domains, including
economy, politics, military, and culture, and leading the establishment of the
multilateral trading system. The World Trade Organization (WTO), as the
world’s only global trade institution, has played a significant role in promoting
trade liberalization, economic globalization, and the improvement of the
international economic and trade environment. The WTO was born during
the transformation of international order, and its development was influenced
by the changes in relative power of different countries, especially the United
States. At present, the international political and economic order is undergoing
a trend of reconstruction. The relative strength between traditional major
powers and emerging markets is changing. The operational foundation of the
multilateral trading system, underpinned by the hegemonic position of the
United States, is gradually eroding. China has emerged as a key variable in the
transformation of international order, and the outcome of China—US game will
unavoidably affect the direction of global pattern and WTO reform. Therefore,
from the perspective of power shifts and order change, analyzing the changes
in external international economic, political and ideological environment over
the past 30 years since the WTO’s establishment, and examining the internal
operation of the WTO at each stage, can provide valuable insights into the
future development of the WTO. It can enhance the understanding of China’s

evolving role and inform China’s proposal in WTO reform.

2 Men Honghua, The Shift of Power, Issues and Paradigm: A Study of the Hegemonic Explanation Mode, The
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[. THE UPS AND DOWNS OF US HEGEMONY AND THE
FLUCTUATIONS OF THE GATT (1945-1994)
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A. Origin of the Multilateral Trading System: US Economic Hegemony
and the GATT

During the gestation period of the multilateral trading system, the US, having
established its economic hegemony, shifted from protectionism to trade
liberalization and leveraged its international leadership to influence other
countries. The conclusion of the General Agreement on Tariffs and Trade
(GATT) was the legal expression of the transition in economic and political
order.

In the late 19th century, fueled by its abundant natural resources, labor
force, and technological advantages, the US underwent rapid industrialization
and emerged as the world’s leading industrial power. However, after the
industrial North emerged victorious in the Civil War, the US chose to
adopt a protectionist trade policy, raising tariffs, restricting imports, while
simultaneously seeking overseas markets to transfer its surplus goods and
capital abroad. During the Great Depression, the US domestic demand
collapsed. To protect the interests of American farmers and manufacturers,
the US raised tariffs further. The Smoot-Hawley Tariff Act, enacted in 1930,
marked the peak of American trade protectionism. This move triggered a global
economic response. The UK carried out trade retaliatory actions against the
US, including raising tariffs, established Imperial Preference with countries
such as Canada, and created a discriminatory trade bloc. This not only harmed
the industrial development of the US, but also led to a contraction in global
trade, indirectly becoming an economic cause contributing to World War II.
Stimulated by the Great Depression and the Imperial Preference, the US eased
its trade protection policies and introduced the Reciprocal Trade Agreements
Act of 1934, hoping to open up the world market with the unconditional most-

favored-nation principle. This marked the beginning of a shift toward trade
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liberalization in US trade policy.

After World War 11, the economic and military strength of the UK was
severely damaged. With its unprecedentedly powerful political, military, and
economic strength, the US established its hegemonic position within the global
economic and trading systems. At this time, the powerful productive capacity
of the US far exceeded domestic market demand. Coupled with the emergence
of the Soviet bloc and the collapse of the European economy, the US believed
that stabilizing the European and Japanese markets was an important source
of leverage in the fight against communism. Consequently, the US sought
to dismantle the Imperial Preference dominated by the UK and establish a
multilateral trading system aligned with its own development interests, thereby
promoting openness and stability. The US voluntarily assumed the cost of
market liberalization, promoted the establishment of international financial
institutions such as the International Monetary Fund (IMF), and began to
construct a global economic and trade framework centered on its own interests.

During this period, establishing a “free, equitable, mutually beneficial,
and win-win” international trade system emerged as a global trend. Against
this backdrop, the US proposed the establishment of the International Trade
Organization (ITO) to avoid the adverse consequences of both unregulated
trade competition and the absence of international trade rules during the Great
Depression. The United Nations Conference on Trade and Employment, held
in 1947, adopted the Charter of the ITO, which aimed to promote a rules-
based trading system. However, due to various reasons such as the institutional
disconnection between the US government and Congress, as well as the
insistence of countries such as the UK on maintaining their Imperial Preference,
the content of the Charter of the ITO deviated from the original most-favored-
nation treatment principle. Ultimately, the ITO failed to materialize.> Despite

the failure of the first attempt by the US to establish a global trade organization,

3 Tu Xinquan, The United States in GATT/WTO: A Dual Role as Builder and Destroyer, World Economy
Studies, No. 12, 2004, p. 11.



the US government persisted in seeking new breakthroughs in multilateral
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agreements on tariff reduction. In 1947, the US, leveraging its domestic policy
experience, collaborated with the UK, France, and other nations to sign the
GATT, which came into effect on January 1, 1948. Although the GATT lacked
independent legal personality and the implementation of the most-favored-
nation treatment was incomplete, during its 47 years of existence, it nonetheless
achieved its primary objective of integrating Western capitalist countries
and former colonial markets into a cohesive regulatory framework, thereby
promoting trade liberalization and laying the foundation for a multilateral trade

governance mechanism.

B. The Establishment of the Multilateral Trading System: The End of the
Bipolar Pattern and the Founding of the WTO

In the aftermath of World War 11, the world was confronted with the challenge
of reconstructing the global order. Owing to the constraints imposed by the
Soviet Union, the US adopted a relatively moderate approach toward its allies,
thereby fostering a collective response to external threats. Following the
dissolution of the Soviet Union, the US successfully established itself as the
preeminent economic hegemon, thereby sparking renewed imperial ambitions,
which held that the US should assume leadership of the global order.* The
hegemonic stability theory provides a partial explanation for the characteristics
of the international order dominated by the US during this period: that is,
the hegemonic country with absolute power establishes a global hegemonic
system, constructs a stable international institutional framework for free trade,
and provides public goods to other nations within the system while tolerating
“free-riding” behavior. In practice, under the strategic imperative of prioritizing
national interests and the economic ideology of the “Washington Consensus”,
the US spearheaded the development of economic globalization and the

establishment of the WTO.

4 Zu Kun, From Hegemonism to Neo-Imperialism — A Brief Analysis of the Strategic Shift in US Foreign
Policy, Pacific Journal, No. 1, 2004, pp. 50-51.




Journal of WTO and China Volume 16, Issue 2, 2026

The mid-1950s marked the onset of a bipolar era characterized by intense
rivalry between the US and the Soviet Union, which fundamentally reshaped
the global political landscape into a two-pole confrontation between capitalist
and socialist ideologies. Notwithstanding this bipolarity, the US maintained a
dominant position in both the economic and trade spheres. During this period,
the US boasted formidable domestic economic production capacity, with its
industrial output accounting for over 50% of global production and its trade
volume making up more than one-third of global trade. It also recorded trade
surplus in key industrial sectors, including automobiles, textiles, machinery, and
chemicals.’ In contrast, the Soviet Union adopted a relatively closed economic
development model, alongside restrictive foreign trade policies, ultimately
resulting in a relatively small overall trade volume. The 1960s witnessed the
emergence of multilateral trade governance under the auspices of the GATT,
which began to yield tangible results. Under the GATT framework, countries
fulfilled their commitments to reduce tariffs, thereby liberalizing international
trade. However, this did not necessarily translate into a corresponding decline
in trade protection among countries. Instead, an increasing number of countries
came to regard non-tariff barriers, such as anti-dumping, countervailing duty
and safeguard measures, as vital tools for protecting domestic industries.

The 1980s marked the waning phase of the Cold War, as the Soviet
Union entered a period of precipitous economic and political decline. Other
socialist economies likewise confronted severe developmental constraints
during this period. In contrast, the postwar economic ascent of the European
Community and Japan eroded the unipolar economic dominance of the US,
even as its overarching influence in global trade and governance remained
intact. By this stage, the linkages between global commodity and financial
markets were growing increasingly tight. International capital flows and the

expansion of multinational enterprises had put forward new requirements

5 Robert Baldwin, The Changing Nature of US Trade Policy Since World War II, In: Robert Baldwin and
Anne O. Krueger, The Structure and Evolution of Recent US Trade Policy, NBER Books, 1984, p. 8.



for trade liberalization and trade issues such as intellectual property rights.
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Nevertheless, the resurgence of global trade protectionism, characterized by
market segmentation and non-tariff barriers, posed a significant threat to the
stability of the multilateral trading system. To safeguard the trade liberalization
system it led, the United States pushed for the launch of the Uruguay Round
negotiations in 1986. The negotiations lasted seven and a half years, covering
15 issues including tariffs and non-tariff measures, and reached agreements
on intellectual property protection, trade policy review, and dispute settlement
mechanisms. The Uruguay Round negotiations were lengthy and difficult,
with the United States, the European Community, and Japan holding divergent
interests on agricultural issues. Nevertheless, the United States, leveraging its
hegemonic power, ultimately pushed the negotiations to a successful conclusion
in 1994. Following the implementation of tariff reductions from the Uruguay
Round, the weighted average tariff on manufactured goods in developed
countries fell sharply from 35% in 1947 to 3.8%, with nearly 45% of industrial
products subject to most-favored-nation zero tariffs.® This outcome met US
expectations and laid the groundwork for the subsequent establishment of the
WTO.

In the early 1990s, the Cold War came to an end, and the world entered a
unipolar leadership structure dominated by the United States. The international
order entered a new phase of transformation. The global political and economic
environment became more relaxed, and the process of economic globalization
accelerated. The competition between national economic systems changed
from socialism versus capitalism to the dominance of the market economy.’
Against this backdrop, the two major political parties and various domestic
interest groups in the United States shared a remarkably consistent stance

on multilateral trade liberalization. The liberalization, marketization, and

6 Supra n. 3.

7 Tu Xinquan, Partisan Politics and the Evolution of American Trade Policy, The Chinese Journal of American
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privatization championed by the Washington Consensus became the US-led
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approach to economic development. The most important foundation of this
consensus was precisely the leadership position of the United States in the world
economy. The economic development approaches of various countries shifted
from a previous emphasis on import substitution, government intervention, and
trade protection to the dominance of neoliberalism. Economies such as China
and India also entered a stage of market-oriented economic reform. Against this
backdrop, the expansion of GATT membership became inevitable. On the one
hand, developing countries, hoping to emulate the industrialization experience
of the “Four Asian Tigers”, became significantly more motivated to expand
their export markets and join the GATT. On the other hand, the United States
also sought to use the GATT to gain access to developing country markets and
address its trade issues with Japan. The GATT lacked a formal organizational
structure. Its dispute settlement mechanism was inefficient, its constraints
on contracting parties’ compliance with obligations were insufficient, and
it could not adapt to the liberalization needs of Contracting Parties on new
issues. In light of this, the United States led the establishment of the WTO in
1995, formally creating a more binding multilateral trading system. The new
institution addressed the deficiencies of GATT rules in areas such as intellectual
property, services trade, and agricultural subsidies, thereby meeting the US
need to expand its global market.

Thus, the formation of the multilateral trading system coincided with
the establishment of US economic hegemony and the deepening of global
economic integration. As the leader of the new order, the United States chose to
create the WTO to maintain its dominance over the economic order. To ensure
that other countries kept their markets open to the United States, the WTO
established multilateral trade principles such as non-discrimination, progressive
liberalization, and most-favored-nation treatment. As the largest rule-maker
and rule-enforcer, the United States also established a compulsory dispute

settlement mechanism to constrain the trade practices of other Members. For the



United States, the WTO served as a policy tool to advance its national interests
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and capture international markets. By transferring its domestic institutions to
the multilateral level, the United States positioned itself at the vantage point of

being the most familiar with WTO rules.

II. HYPER-GLOBALIZATION UNDER UNIPOLAR
HEGEMONY (1995-2007)

A. The WTO Functioned Smoothly Under the “One Superpower,
Multiple Major Powers” Structure

From 1995 to 2007, the global economic and political landscape remained
generally stable, and international trade entered a golden period of development.
Although the period witnessed setbacks such as the stagnation of the Doha
Round negotiations and difficulties faced by developing countries in
implementing their commitments, the WTO rules functioned smoothly overall.
During this period, the economic interests of Members remained relatively
balanced, and their relative power did not undergo significant changes. The
international order remained stable, with the United States, as the undisputed
leader, continuing to integrate new Members into the international economic
and trade order governed by the WTO. In the early 2000s, the global economy
entered a period of prosperity. Emerging economies such as China, India,
and Brazil rose to prominence, making an increasing contribution to global
economic growth. From 1995 to 2007, global goods trade expanded from USD
5.18 trillion to USD 14.03 trillion, with the share of developing economies
rising from 26.17% to 33.62%. The technological advances brought about
by the information revolution not only gave rise to new industries such as
information technology but also significantly reduced transaction costs,
accelerated the cross-border flow of production factors, and further propelled
the development of economic globalization.

The WTO played a significant role in facilitating trade and became a



driving force behind the growth of international trade. In terms of membership,
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the number of WTO Members increased from 112 at its founding in 1995 to 151
by 2007. China’s accession to the WTO in 2001 reflected the mutual bargaining
and compromise between China and the United States on this issue. After Deng
Xiaoping’s Southern Talks, China’s reform and opening up entered a new stage,
with foreign trade and foreign direct investment rising substantially. Following
the establishment of the WTO in 1995, China shifted from negotiating to
rejoin the GATT to negotiating for accession to the WTO. While other WTO
Members accepted China’s application, the United States repeatedly delayed
the process, seeking further concessions from China. Due to a range of political
and economic conflicts, including trade frictions, China—US political relations
experienced turbulence, which undermined mutual trust between the two sides.
Concerned about losing the opportunity to enter in the world’s fast-growing
market, the US business community strongly lobbied Congress to support the
1999 bilateral agreement on China’s accession to the WTO. Driven by the
Clinton administration and the US business community, China and the United
States established Permanent Normal Trade Relations (PNTR), removing the
biggest obstacle to China’s accession to the WTO. China’s successful accession
to the WTO in 2001 marked the US-led global economic landscape. Overall,
China’s entry into the WTO brought the United States the expected economic
benefits. From 2001 to 2007, US exports to China increased from USD 19.18
billion to USD 65.23 billion.* In terms of trade negotiation outcomes, tariff
reduction achieved significant results, non-tariff barriers were also reduced, and
trade agreements in areas such as information technology, financial services, the
environment, investment, and trade facilitation were implemented effectively.
In terms of trade policy reviews, the WTO conducted multiple trade policy
reviews of its Members, covering more than 100 countries and regions, thereby
enhancing the compliance and transparency of Members’ policies. The dispute

settlement mechanism is an important feature that made the WTO superior to

8 Data sourced from the United Nations Conference on Trade and Development (UNCTAD) database.
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the GATT, providing Members with a platform for resolving trade disputes
and thereby maintaining international trade order. Between 1995 and 2007,
the WTO handled 369 trade dispute cases, approximately 80% of which were

resolved through bilateral consultations before the establishment of a panel.’

B. The Surge in Membership Led to the Emergence of Initial Tensions in
the Implementation of WTO Rules

Despite its remarkable achievements, the WTO’s problems gradually came to
the fore. In terms of negotiation efficiency, as a member-driven international
organization, the WTO was once dominated by an oligopoly of a few developed
economies such as the United States, Japan, and Europe. The equal participation
rights and trade interests of developing Members were long neglected.
As the number of developing Members increased, the economic and trade
influence of China, Brazil, India, and other developing Members expanded,
making it increasingly difficult to reconcile their development interests with
those of developed Members.!” At the same time, divergent interests among
developed Members themselves also made it difficult to reach multilateral
trade agreements." In 2001, the first multilateral trade negotiation round under
the WTO — the Doha Round — was launched, aiming to promote economic
development in developing countries by improving the trade environment.
However, these development issues did not align with the interests of developed
countries at the time, and the negotiations eventually reached an impasse. The
“July Package” of 2004 significantly adjusted and scaled down the negotiation
objectives, including issues such as agriculture, trade facilitation, and
special and differential treatment, which finally enabled the conclusion of an

agreement. Thus, the complex and diverse interest bargaining and divergences

9 Dispute Settlement Activity — Some Figures, https://www.wto.org/english/tratop_e/dispu_e/dispustats_
e.htm#more_numbers (Last Visited on May 18, 2026).

10 Huang Zhixiong, Reflections and Prospects on the Sixty-year History of the Post-war Multilateral Trading
System: A Perspective from the “Global Public Goods”, Law Review, No. 1, 2009, p. 68.

11 Chen Zhiheng and Jin Jingshu, Issues Facing the WTO and Its Development Prospects, Northeast Asia
Forum, No. 2, 2000, p. 59.



among Members, compounded by differences in domestic interests and
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institutional norms, led to disagreements on the “single undertaking” issues.

In terms of safeguarding trade liberalization, although the dispute
settlement mechanism provided a platform for consultation, it did not reduce
the initiation of trade disputes or economic and trade conflicts. In the first decade
of the WTO, cases directly related to the three trade remedy instruments — anti-
dumping, countervailing, and safeguard measures — accounted for nearly half
of all dispute cases. Trade remedy measures became an excuse for Members
to resort to protectionism, and their misuse even spread to more developing

Members.!?

[1I. THE DECLINE OF US UNIPOLAR HEGEMONY AND
THE WEAKENING OF THE MULTILATERAL TRADING
SYSTEM (2008-2016)

A. The Decline of US Hegemony and the Rise of Regionalism

The outbreak of the 2008 global financial crisis exposed the flaws in the US-
led international financial system. The global economy was severely hit, the
authority of the United States and the effectiveness of WTO rules were called
into question, and the global economic pattern transitioned from unipolarity to
multipolarity.

On the economic front, the US domestic economy and employment
were severely damaged after the crisis. In contrast, China, benefiting from
the coordinative capacity of its basic economic institutions, maintained stable
economic performance, leading to a noticeable shift in the relative power
between China and the United States. In 2008, China’s industrial value added
was USD 1.87 trillion, compared to USD 2.47 trillion for the United States.
China surpassed the US in industrial value added in 2011, and by 2016, the

12 Zhang Hanlin and Tu Xinquan, The First Decade of the WTO: Achievements and Challenges Coexist,
Intertrade, No. 12, 2005, p. 5.



figures had risen to USD 3.99 trillion and 2.75 trillion, respectively. In 2013,
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China overtook the US in goods trade, becoming the world’s largest trading
nation for the first time.

During this period, the economic strength of emerging powers increased
significantly, and they became more assertive in articulating their interests
during WTO negotiations. The failure of the Doha Round negotiations in 2008
made the United States aware of its declining leadership within the multilateral
trading system and the erosion of its hegemony.

In terms of strategic thinking, the financial crisis dealt a heavy blow to
neoliberal ideology, causing the “Washington Consensus” to lose its credibility.
The strategic thinking on global economic development fell into disarray, and
BRICS countries (Brazil, Russia, India, China and South Africa) represented by
China began to explore their own development paths.

In terms of the internal manifestations of US hegemonic decline, the
performance of US hegemony varies across the four structures of global
production, security, finance, and knowledge, all of which influence changes in
the global political and economic landscape as well as the international trading
system.'* Among these, the decline of US hegemony in the knowledge and
production structures is the direct factor behind the stagnation of multilateral
trade negotiations under the WTO.

From the perspective of the knowledge structure, due to the strong
endorsement of the United States during the GATT era and the institutional
dividends inherent in the multilateral trading system, many countries
overlooked the unequal distribution of national interests within the system.
At that time, the liberalization and privatization policies championed by the
“Washington Consensus” became the guiding doctrine for national economic
development strategies. Since the late 1990s, the failure of neoliberal reforms

in countries such as Mexico, the outbreak of the 1997 Asian financial crisis,

13 Susan Strange, The State and the Market, Translated by Yang Yuguang et al., Shanghai People’s Publishing
House, Second Edition, 2019, pp. 27-46.



and the 2008 global financial crisis led countries to reassess economic
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liberalization policies. The “Beijing Consensus” development model, based on
China’s gradual reform experience, encouraged many developing countries to
move away from blindly pursuing US liberal ideology. At the same time, the
leadership of the “Washington Consensus” in the global knowledge structure
has been undermined by the backlash against globalization.

From the perspective of the production structure, before the 21st century,
the United States occupied a central position in the global production landscape
by virtue of its strong industrial competitiveness and vast market size. On the
one hand, the US served as the primary export market for other countries; when
trade negotiations reached an impasse, it could threaten to close its market
to force other countries to accept its terms, giving the US an overwhelming
advantage in trade negotiations. On the other hand, because the US had long
maintained a leading position in global industrial development, it was the first
to generate demand for new trade rules and consequently became the dominant
player in shaping and updating those rules.'

However, after entering the 21st century, the global industrial landscape
has undergone significant changes. The pace of industrial innovation has
accelerated worldwide, and many traditional economic powers have lost their
technological monopoly advantages even during the initial stages of product
development. The industrial restructuring of the United States has led to a
decline in its domestic agricultural and manufacturing strength, which has
directly exacerbated its conflicts with developing countries in agricultural
negotiations during the Doha Round.

After signs of hegemonic decline emerged, the United States did not
choose to cede part of its leadership to emerging powers. Instead, it reflected
on the effectiveness of liberalism, opened up new arenas of competition, and

adopted a more protectionist and regionalist trade policy, emphasizing domestic

14 Tu Xinquan, Su Xiao and Yao Yuan, American Hegemony Decline and the Doha Dilemma: An Analysis
Based on the Theory of Structural Power, Contemporary International Relations, No. 8, 2015, p. 34.
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industrial protection measures and the promotion of regional trade agreements.

Domestically, the US implemented “Buy American” policies and
manufacturing reshoring, promoting economic recovery through large-scale
fiscal stimulus. Externally, it frequently used trade remedy measures to prevent
the impact of so-called “unfair competition” on US industries. By forming
“small groups” and “clubs” such as the Trans-Pacific Partnership Agreement
(TPP) and the Transatlantic Trade and Investment Partnership (TTIP), the
US launched negotiations on new rules including pre-establishment national
treatment, negative lists, and cross-border data flows, seeking to take the lead
and shape the discourse in high-standard regional trade rules. This approach
pressured other WTO Members to join the US-led rule system, aiming to
reshape US control over global trade rules and counter the rule-shaping
influence of emerging powers such as China.

As early as the 1990s, Robert Baldwin argued that after losing its
hegemony, the United States would shift from multilateralism to regionalism. '
The US would rather abandon the multilateral trading system it had pioneered
and form new coalitions with allies sharing similar economic development
strategies than cede leadership over international institutions.

The anarchic nature of the international system leads to market failures.
International institutions, as non-excludable public goods that incentivize
Members to cooperate for mutual benefit, can reduce information and
transaction costs and facilitate the achievement of a Pareto optimal state in
world markets.'® However, the supply of international public goods such as
the international trading system is primarily undertaken by the leading power.
When the costs of supply far outweigh the benefits, the leading power’s

willingness to provide public goods diminishes.'” As economist Mancur Olson

15 Robert Baldwin, Changes in the Global Trading System: A Response to Shifts in National Economic Power,
In Dominick Salvatore (Ed.), Protectionism and World Welfare, Cambridge University Press, 1993, pp. 80-98.

16 Robert Keohane, After Hegemony: Cooperation and Discord in the World Political Economy, Princeton University
Press, 1984, p. 10.

17 Li Mingzhe and Wang Yong, US International Institutional Leadership and Transformations of the
Multilateral Trading System, The Chinese Journal of American Studies, Vol. 34, No. 3, 2020, p. 64.
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argued, when the importance of a hegemonic country in the global economy
declines, its motivation and willingness to supply public goods also weaken.!®
The premise for the United States to provide international public goods was that
it served its own interests — a consistent stance of the United States toward the
international system.

Thus, the decline of US hegemony has led to a “leadership deficit”
within the multilateral trading framework. Developing countries with rising
competitiveness are no longer willing to follow the “arrangements” imposed
by the United States on international institutions, resulting in insufficient
momentum for WTO reform.!” The stagnation of the Doha Round negotiations
caused a shift in the US attitude toward the WTO. The United States found
itself no longer able to lead the WTO, and the multilateral trading system under
the WTO no longer aligned with US trade policy orientation. Consequently, the
US abandoned and undermined the WTO’s free trade policy system, instead
turned to leading regional trade platforms, and sought to maintain its dominance
in shaping the discourse on international trade rules. The proliferation of
regional trade agreements has turned the exception clauses to the most-favored-
nation principle under the multilateral trading system into a common practice,
thereby relatively weakening the attractiveness of the WTO. Thanks to the
existence of the WTO as an international institution, the world economy once
avoided repeating the mistakes of the Great Depression during the 2008 global
financial crisis. However, due to factors such as the declining willingness of the
United States to lead and the rise of regionalism, the WTO now finds itself in
great difficulty.?

B. Intergovernmental Organizations Experienced a Brief Golden Period

Under the external economic shock of the financial crisis and the structural shift

18 Jaime De Melo and Arvind Panagariya (Eds.), New Dimensions in Regional Integration, Cambridge University
Press, 1993, p. 125.

19 Tu Xinquan and Liu Hongfeng, WTO at 20: Future Trends and China’s Trade Strategy Choices, Intertrade,
No. 8, 2015, p. 5.

20 Xue Rongjiu and Yang Fengming, An All-around Review on the Economic and Trade Development of Past
Two Decades and China’s Distinctive Feature of Opening-up in Modern Age Since China’s Entry to the WTO,
Journal of International Economic Cooperation, No. 6, 2021, pp. 9-10.
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in global power, the international political and economic order was reshaped.
Intergovernmental organizations of both North—South and South—South played
a role as emergency coordination mechanisms in responding to the economic
crisis. The outbreak of the 1997 Asian financial crisis gave rise to the Group of
Twenty (G20), while the 2008 global financial crisis elevated the G20 from a
ministerial-level meeting to a leaders’ summit,*' establishing a “North—South
cooperation” mechanism for economic governance. Following the outbreak
of the financial crisis, world leaders reached multiple action plans through the
G20 summit to coordinate efforts to restore the economy and stabilize financial
markets. During this period, China’s economic standing was not yet prominent,
and the United States did not yet see China as a major competitor. The two
countries engaged in some cooperation on issues such as global economic
stimulus plans and climate change.

Within the G20, Western industrialized powers led by the United States
and BRICS countries represented by China acted as mutual counterweights.
The contribution of BRICS countries to global economic growth increased
significantly. From 2009 to 2013, the average economic growth rate of the
BRICS countries was twice the global average and four times that of developed
countries. This demonstrated that emerging market and developing countries
were gradually gaining a certain degree of voice in international affairs and
beginning to challenge the dominance of the United States and other developed
countries in the global governance system. In 2011, at the third BRICS
leaders’ summit, the five BRICS countries announced their intention to unite
all developing countries and explore the establishment of a new international
political and economic order, with a particular focus on enhancing the financial
autonomy and economic cooperation of developing countries, aiming directly

at the hegemonic position of the US dollar.?> As the global economy recovered
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and the strength of BRICS countries grew, coupled with the imperfect
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implementation mechanism of the G20 and significant differences among its
members in terms of economic structure, development stage, and interests, the
momentum for cooperation within the G20 further diminished. At this stage, the
power dynamics within the G20 can be seen as a transition in the restructuring
of the international order, foreshadowing the increasingly prominent role of

emerging powers, particularly China, in the future international order.

IV. THE COLLAPSE OF THE MULTILATERAL TRADING
ORDER AND THE CONSTRUCTION OF A NEW ORDER
(2017-PRESENT)

A. New Challenges for the WTO Under the “Rise of the South, Decline
of the North” Pattern

A pattern of “great fission” and ‘“‘great convergence” is now emerging. Global
multilateralism is weakening, while unilateralism and protectionism are
prevalent. Geopolitical conflicts have increased instability and uncertainty in
the world. Global economic growth is showing a trend of “the rise of the South
and the decline of the North”. The collective rise of Global South countries is
challenging the dominance of Northern countries. China—US relations have
entered a phase of all-round competition, and the international order shows
signs of reverting to a bipolar pattern reminiscent of the period before the
establishment of the WTO.

The center of gravity of global economic growth is gradually shifting from
developed to developing countries, whose economic standing is steadily rising.
Before the outbreak of the 2008 global financial crisis, the global economic
and trade network was dominated by developed countries such as the United
States and Europe, with their trade accounting for as much as 60% of global
trade. After the crisis, as emerging economies such as China rose, developing

countries achieved an average annual trade growth of 5% over the past decade,



and their share of global goods trade approached 50% in 2023. The trade and
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economic growth of countries and regions that were previously relatively
underdeveloped, such as South Africa and Southeast Asia, has been particularly
remarkable. Social development issues such as poverty have gradually
improved, and the share of developing countries in global economic output has
approached 40%.> South and Southeast Asian countries, with their advantages
in labor, raw material reserves, and manufacturing production, have become
key nodes in global supply chains for new energy, aerospace, and information
technology. The past dominance of developed countries in global political
leadership laid the institutional foundation for international organizations such
as the WTO. In recent years, the position of emerging economies in the reform
of international organizations — including the United Nations, the WTO, the
World Bank, and the IMF — has gradually risen.?* Global South countries
have become drivers of change in the global governance system, defenders
of multipolarity and multilateralism, and significant players in international
competition. Developed countries such as the United States and European
nations have no choice but to confront the influence and demands of developing
countries.

While alleviating global economic imbalances and improving global
economic efficiency and social welfare, the transformation of the international
political and economic order has also given rise to new political conflicts.
As countries of the Global South catch up with the North in terms of
competitiveness, some emerging economies seek to enhance their political
leadership and independence. They have begun to actively participate in global
governance affairs and compete for discursive power in the international
order. The shift in the global balance of power has led to a restructuring of

the global political landscape. Established powers such as the United States
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and European countries are wary of the rise of catching-up nations like China,
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and seek to weaken and undermine the developmental strength of emerging
economies through co-optation or sowing discord. For example, the United
States has sought to alienate China from other developing countries by
provoking geopolitical conflicts and forming exclusive economic and trade
“clubs”, while courting developing countries to join the US—EU blueprint for
world development. In the process of contestation between established and
emerging powers, the existing international economic and trade rules and global
governance institutions have become misaligned with the new global power
landscape and changes in the international order. Geopolitical issues such as
the Ukraine crisis have made countries increasingly aware of the importance
of national security. Against the backdrop of an interdependent global supply
chain from which it is difficult to decouple, national strategic planning is no
longer driven solely by efficiency, as security concerns have risen significantly
in importance. In fact, the core institutions of multilateral trade have not
changed significantly since the GATT era. However, institutional and interest
disputes within the WTO have made it difficult to advance multilateral trade
issues. The rise of emerging countries has challenged the absolute discursive
power of the United States and other developed countries in the WTO, and
the divergence of interests between the Global North and the Global South
has made it difficult for the US to fully control the operation of the WTO.*
Increasingly prominent institutional contradictions among Members have
led to differences in their systems in areas such as state-owned enterprises
and technology transfer. Furthermore, the irreconcilable interests between
developing and developed countries and their vastly different positions on the
direction of WTO reform have made it difficult to reach consensus. Looking at
the recent negotiation agenda of the WTO, diverging interests among multiple

parties have led to the marginalization of market access negotiations, while
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issues with greater potential for common interests — such as e-commerce,
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environmental protection, and climate change — have become the main topics

of current WTO negotiations.

B. The US—China Bipolarity Trend Will Influence the Future Direction
of the WTO

Since the 2008 global financial crisis, the hegemonic position of the United
States has shown a declining trend, and the relative economic power of China
and the United States has undergone a significant shift. This objective fact has
led to an inevitable transformation in US trade policy. The United States has
reverted to protectionist trade policies, emphasizing government intervention,
trade and investment protection, and technology controls. Its attitude toward
the WTO has shifted to one of abandonment and disregard, placing it in direct
opposition to the neoliberalism that characterized the founding of the WTO.
This shift reflects a historical cycle and transformation, and has severely

undermined the influence and effectiveness of the multilateral trading system.
1. The Shift in Relative Power Between China and the United States

The United States believes that China now poses an all-round competition and
challenge to it, and that the US has lost both the capacity and the motivation
to drive globalization and global rule-making through expanding its own
liberalization. Economically, the gap between China and the United States
has gradually narrowed, and the absolute economic advantage of the United
States has been undermined. In 2024, China’s Gross Domestic Product (GDP)
grew by 5.0% year-on-year, while that of the US was 2.8%, with China’s rate
surpassing that of the United States. From a trade perspective, the central
position of the United States in international trade has been shaken. Currently,
China is a major trading partner for more than 150 countries and regions, and

its goods trade has ranked first in the world for seven consecutive years.? In
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2008, China’s goods trade stood at only USD 2.56 trillion, reaching USD 6.16

trillion in 2024. China maintains a trade surplus with the US in products such
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as electronics, machinery, and the “new three” items (i.e., new energy vehicles,
lithium batteries, and solar cells), while the US trade deficit with countries
including China, South Korea, and Mexico has gradually widened.?” China
has explored and established multilateral cooperation mechanisms such as the
Belt and Road Initiative (BRI). To date, more than 150 countries and over 30
international organizations have joined the BRI.

Politically, China has promoted the vision of building a community
with a shared future for mankind, and its global influence — particularly in
developing economies — has increased significantly. Socialism with Chinese
characteristics has come to be seen as an alternative to US-style liberal
democracy. Culturally, China has actively participated in international cultural
exchanges and established Confucius Institutes in more than 160 countries
and regions worldwide, competing with US hegemonic culture. This has been
perceived by the United States as a strategic move challenging its dominant
position. In the realm of science and technology, China has achieved major
breakthroughs in fields such as 5G, artificial intelligence, and new energy,
challenging the US monopoly on technology. In military terms, China has
made significant progress in the modernization of its armed forces and the
development of advanced weapons, challenging the US military balance in
the Asia-Pacific region. Unlike in the past, the strategic competition between
China and the United States in cultural, technological, military, and geopolitical

spheres has become more intense.
2. The Adjustment of US Trade Policy

The decline of US hegemonic leadership has driven multiple adjustments to US
trade policy. To address the challenge posed by China’s rapid rise, the United
States has resorted to protectionist measures such as increasing tariff barriers.

During Trump’s first term, the US government narrowly attributed its trade
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deficit to its trade policies and therefore advocated for a radical overhaul to
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correct it, marking a sharp turn in US trade policy.”® The United States began
to abandon globalism, embraced an “America First” doctrine, and refused to
bear part of the leadership costs of the international order. At the same time,
the United States experienced an overall and sustained decline in its domestic
manufacturing sector, and issues of social polarization such as uneven wealth
distribution intensified domestic discontent with globalization. To revitalize
its domestic manufacturing and prioritize its economic interests and industrial
security, the United States, on the one hand, raised tariffs and launched trade
wars, and on the other hand, abandoned rules and frequently withdrew from
agreements and international organizations such as the TPP and United Nations
Educational, Scientific and Cultural Organization (UNESCO). As a result, its
credibility and influence in international institutions have been continually
undermined.

During Trump’s first term, the United States acted as a disruptive builder
of the WTO, abandoning the multilateral trading system that it had itself
led in creating, while seeking a subversive reform of the WTO to turn it
into an institutional tool for containing China. In 2018, Trump and his trade
representative, Robert Lighthizer, argued that the existing WTO rules could
not address the “unfair issues” in world trade — particularly those affecting
the United States — and that this harmed US national interests.?” The United
States questioned the effectiveness of the existing WTO framework, arguing
that the multilateral negotiation mechanism undermined its advantages, that the
principle of special and differential treatment allowed China to benefit unfairly,
and that the existing mechanism failed to constrain non-market economies. It
demanded an end to the dispute settlement mechanism that allegedly harmed
US sovereignty, sought to restore its right to use unilateral measures, and

directly obstructed the selection and reappointment process for Appellate Body
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Members. US trade policy became highly protectionist in nature. In 2017, at
the 11th WTO Ministerial Conference, Lighthizer proposed the US plan for
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reforming the WTO, seeking to overturn the principle of most-favored-nation
treatment and other reciprocity-based principles, alter the WTO’s nature as an
organization based on equality and reciprocity, and undermine the institutional
foundation of the multilateral trading system. The predicament of the Appellate
Body reflects, from another perspective, the functional dysfunction of the
WTO, indicating that the WTO has entered a period of role transition.*

During the Biden administration, although the United States appeared
somewhat more moderate in its “withdrawal from international organizations”,
it did not return to traditional approaches. Instead, it intensified efforts in
imposing additional tariffs and building a “de-Sinicized” supply chain,
while blatantly violating WTO rules, thereby tearing off the last veil of trade
protectionism. In April 2023, US National Security Advisor Jake Sullivan
criticized the US international economic policy guided by the “Washington
Consensus”, arguing that the liberalization process left key US supply chains
vulnerable to foreign control and led to the hollowing out of US manufacturing.
He accused China’s industrial policy of threatening US technological
competitiveness and proposed a modern American industrial strategy, stronger
alliances to build a new type of international economic partnership beyond
traditional free trade, and a “New Washington Consensus” aimed at protecting
foundational US technology and national security through a “small yard, high
fence” approach.’!

Guided by this new strategic thinking, promoting decoupling from China
and rebuilding US manufacturing have become the central focus of US trade
policy. On the one hand, the Biden administration has mobilized the state

apparatus to implement domestic industrial policies, introducing a series of
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legislative measures such as the Infrastructure Investment and Jobs Act, the
Inflation Reduction Act, and the CHIPS and Science Act, all aimed at reshaping
global supply chains in key industries. These policies are designed to enhance
domestic manufacturing capacity and reduce US dependence on intermediate
goods from China.* On the other hand, the Biden administration has formed
international economic alliances abroad, promoted the “friend-shoring” of key
industrial chains,*® built “small circles” of allies, strengthened cooperation with
“like-minded” countries on the Inflation Reduction Act, and sought to reshape
the international trade system through a “club” model. The United States has
raised trade barriers and restricted outbound investment on grounds of national
security, human rights, and environmental protection. It has imposed sanctions
on China in areas such as semiconductor chips, artificial intelligence, quantum
technology, and biomedicine, and has intensified scrutiny of Chinese products
and investment citing supply chain security.’* These measures have already
violated WTO multilateral trade principles.

Thus, the United States no longer regards the WTO as a primary tool
for achieving its national objectives. At the very least, in its competition
with China, it has shown a clear preference for directly imposing unilateral
sanctions and tariffs on China. The United States has abandoned the notion of
institutional constraints, turned a blind eye to WTO rules, and no longer cares
whether the WTO carries persuasive authority over other countries. In January
2023, at the WTO Dispute Settlement Body meeting, the United States rejected,
for the 62nd time, a proposal to begin the appointment process for the WTO
Appellate Body Members. This once again illustrates the US approach to the

WTO — marked by ambiguity and evasion — undermining the operational
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foundation of the WTO dispute settlement mechanism with the intention of
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hollowing out and marginalizing the organization.
3. China's Position

China supports the development of a multipolar world and upholds the
multilateral trading system. China is one of the biggest beneficiaries of the
WTO, which has played an irreplaceable role in helping China eradicate
poverty and safeguard its international economic interests. For China, WTO
accession was a critical juncture that facilitated the introduction of foreign
capital and technology, accelerated the pace of reform and opening up, and
promoted its integration into global industrial chains. Moreover, the WTO’s
operational mechanisms have created a stable, secure, and efficient global
market environment for China to explore overseas markets, serving as an
institutional blueprint for the bilateral and regional trade agreements that China
subsequently signed.

China cannot accept the US practice of bypassing WTO rules to impose
unilateral sanctions and unwarranted accusations against China. It opposes
global fragmentation and vicious competition, and rejects the idea that a
strong country is inevitably hegemonic. China’s development is not aimed
at replacing the United States. Even though China’s position in the global
economy and trade has significantly improved compared to the time of its WTO
accession, China does not seek to turn the WTO into a tool for dominating
the international economic and trade order, nor does it wish to see WTO rules
become the voice of a single country. Instead, China hopes that the WTO will
continue to play an effective role as a multilateral trade mechanism under
the most-favored-nation principle, with rules established through peaceful
consultation. At present, China possesses economic strength in trade and
manufacturing roughly comparable to that of the United States, and it strives
to make its own contributions to the WTO multilateral negotiation mechanism.
However, this does not mean that China intends to replace US leadership. China

hopes to coexist peacefully with the United States, pursue its own development,
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and seek cooperation within the multilateral system. China agrees to negotiate
on issues such as state-owned enterprise subsidies within the WTO framework,
and 1s willing to abide by new rules established through consensus among

Members. This is China’s objective.
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