
 

 

The Crisis of the WTO and New 
Direction for Negotiation Strategies 
of Korea 
 
 

Jin Kyo Suh Senior Research Fellow, Trade Agreement Team, Department of International Trade (jksuh@kiep.go.kr) 

Cheon-Kee Lee Associate Research Fellow, Trade Agreement Team, Department of International Trade (leeck@kiep.go.kr) 

Jukwan Lee Associate Research Fellow, New Trade Strategy Team, Department of International Trade (jklee@kiep.go.kr) 

Jihyeon Kim Researcher, New Trade Strategy Team, Department of International Trade (jihyeon@kiep.go.kr) 

Myeonghwa Jung Associate Research Fellow, Fishery Policy Research Division, Korea Maritime Institute (jmh@kmi.re.kr) 

 
I. Introduction: The Crisis of 

the WTO 

The WTO is facing a historical crisis. Its main 
functions ‒ namely, providing a negotiating fo-
rum, administrating WTO trade agreements 
and monitoring national trade policies, and re-
solving trade disputes ‒ have been signifi-
cantly paralyzed. Since launching the Doha 
Development Round in 2001, the WTO has 
failed to produce meaningful outcomes to this 
day. Further, China’s entry into the WTO has 
neither opened up its economy, nor created a 
level playing field when it comes to potentially 
market-distorting subsidies. The surveillance 
of trade policies based on the Trade Policy Re-
view Mechanism (TPRM), a fundamentally 
important activity running throughout the 
work of the WTO aimed at fostering transpar-
ency, is criticized for its lack of effectiveness. 
The Dispute Settlement Mechanism (DSM), 
once praised as the WTO’s “crown jewel,” is 
now on the verge of collapse due to the absence 

of an appeal court.  

Although the cause of the crisis is partly insti-
tutional, higher uncertainty is also a consider-
able problem aggravating the fate of the multi-
lateral trading system. Such uncertainty comes 
from two factors: rising protectionism, and 
trade frictions between developed and devel-
oping countries including those between the 
United States and China. 

Meanwhile, the WTO also needs to respond 
to rapid structural changes in global trade. The 
center of the world’s trade is shifting towards 
trade in services. The development and spread 
of information and communication technology 
(ICT) are making it easier to supply services 
across borders. The regionalization or localiza-
tion of global value chains (GVCs) continues 
and GVCs are shifting towards knowledge-
based goods. Therefore, the WTO faces a his-
torical challenge it is highly unlikely to survive 
without proper reflection on the new trends of 
global trade. 
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Figure 1. Background of the WTO crisis 

 

 

 

 

 

 

 

  
 
 
 
Source: By authors. 

 
II. The Prospect of the Future 

WTO system 

The future of the WTO could be discussed in 
terms of its three main roles: providing a fo-
rum for trade negotiations, administrating 
WTO agreements and monitoring national 
trade policies, and handling trade disputes. 
The negotiating function of the WTO can be 
predicted to proceed under the following 
three scenarios: i) continued functional paral-
ysis of the WTO negotiation system, ii) emer-
gence of an alternative for the WTO, and iii) 
restoration of the WTO system. As China and 
the U.S. are on the extremes, it is unlikely that 
the WTO will revitalize its negotiating func-

tion anytime soon. To promote WTO’s ac-
countability, predictability, and transparency, 
and thereby contribute to the smoother func-
tioning of the multilateral trading system, the 
key issue will be to reinforce the WTO’s mon-
itoring role, including the strengthening of no-
tification requirements. However, opposing 
positions between developed and developing 
countries concerning how to strengthen notifi-
cation requirements will pose a significant 
challenge.  

Restoring the Appellate Body (AB) depends 
largely on the decision of the United States. 
Without the U.S.’ support, it is highly likely 
that the current paralysis of the WTO AB will 

U.S. vs 

China 

The U.S. vs Rest of Members 

(Weakening of  

     trade negotiations) 

       - Agriculture 

- NAMA 

- S&DT 

(Weakening of  

monitoring) 

    - Transparency 

       - Notifications 

(Crisis of dispute settlements) 

    - Authority of AB 

         - Industrial subsidies 

         - STEs 



  June 1, 2021 
 

3 
   

The Crisis of the WTO and New Direction for Negotiation Strategies of Korea 

continue over a long period of time. Thus, 
WTO Members need to first identify requests 
raised by the United States. While the Biden 
administration is expected to be friendlier to-
wards the multilateral trading system, its posi-
tion on the AB may not differ from that of the 
Trump administration, given that the U.S.’ 
veto on the appointment of new AB members 
was first witnessed during the Obama admin-
istration. In that case the AB would be able to 
restore its function only if a formal amendment 
of the DSU is successfully finalized, which 
will take a longer period of time. 

 
Ⅲ. Strategies for Korea in the 

Future WTO negotiations  

Korea’s negotiating position has changed sig-
nificantly from last year since the Korean gov-
ernment decided not to demand for special and 
differential treatments (S&DTs) as a develop-
ing country. The decision is momentous as it 
could in effect imply graduating from the de-
veloping country status in the long run. Such a 
decision applies to future WTO negotiations, 
however it is possible that it will affect ongo-
ing agricultural negotiations as well. It is thus 
recommended to be prepared, for instance by 
securing flexibility regarding sensitive agricul-
tural products like rice. 

With Korea no longer claiming for preferen-
tial treatments as a developing country, it could 
take relatively firm negotiating positions at the 
WTO concerning market expansion and im-
proved access towards foreign markets. More-
over, Korea could contribute as a mediator to 

speak for balancing the interests of both devel-
oped and developing countries on conflicting 
issues, such as the developing country status. 
Korea also needs to establish a more precise 
give-and-take negotiation strategy in future 
WTO negotiations on agriculture, non-agricul-
ture, and service sectors to maximize its na-
tional interests. 

First, Korea should put stress on services and 
TRIPs negotiations to ensure its international 
competitiveness on those sectors. Trade in ser-
vices and IP will dominate trade in goods. Sec-
ond, Korea should focus on how to raise the 
efficiency and stability of the East-Asian re-
gional value chains by strengthening its coop-
eration with China, Japan, and Southeast Asia. 
At the same time, Korea needs to consider 
ways to become the bridgehead connecting 
East Asia’s value chains to either North Amer-
ica’s value chains or the EU’s value chains uti-
lizing given FTAs with those economies. 
Third, Korea should prepare for the emergence 
of various forms of plurilateral negotiations 
and where appropriate, take lead and reflect its 
national interests on the final outcome. Fourth, 
Korea should put more attention on the possi-
bility of the WTO introducing new norms in 
order to reduce greenhouse gas emissions. Fi-
nally, since it is unlikely that WTO negotia-
tions will make rapid progress, Korea needs to 
maintain a strategic approach, including mid- 
to long-term perspectives in the WTO negoti-
ations. 

Lastly, as short-term strategies in preparation 
for the MC-12 ministerial talks, Korea should 
take into account the following points. 
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. Agriculture: The agricultural negotiations in 
the MC12 are highly expected to end without 
a specific deal. However, there is a possibility 
of compromise with respect to domestic subsi-
dies and export restrictions. Korea needs to 
lead discussions on strengthening agricultural 
subsidy notifications, pointing out the increase 
in subsidies of member countries such as 
China, India, and the U.S. Also Korea needs to 
put stress on the fact that export restrictions un-
der COVID-19 would threaten the food secu-
rity of food-importing members.  

. Fishery subsidies: It is still uncertain if ne-
gotiations will successfully conclude at the 
MC12. However, the level of fishery subsidy 
regulation is clearly expected to be lower than 
that of the CPTPP or the USMCA. Therefore, 
Korea needs to decide whether it will accept 
and prepare for the CPTPP’s reduced level of 
fisheries subsidies or not. Based on that deci-
sion, Korea would need to build negotiation 
strategies and domestic reform policies for its 
fishery sector. 

. E-Commerce: WTO Members agree on the 
need of establishing norms on e-commerce. 
However, wide gaps between major countries 
still remain in major issues such as free flow of 
data and localization of data servers. While it 
is necessary to prepare for prolonged WTO e-
commerce negotiations, Korea needs to ac-
tively reflect its position by strengthening ties 
with like-minded countries and leading discus-
sions on issues such as transparency and devel-
opment cooperation. 

. Development issues: Although Korea no 
longer seeks preferential treatment as a devel-
oping country, a sudden change of stance is not 
desirable when it comes to negotiating the de-
veloping country status and preferential treat-
ments for developing members, considering its 
trust relationship with many developing coun-
tries. However, Korea needs to clearly state 
that all developing countries should be willing 
to take up commitments commensurate with 
their level of development and economic capa-
bility. It is also recommended to negotiate the 
benefits of developing countries on a case-by-
case basis, rather than taking a dichotomous 
approach, to allow progress in negotiations. 

. Industrial subsidies: A review on WTO sub-
sidy rules is required in order to maintain ef-
fectiveness and relevance to the WTO system. 
For this purpose the 6th Joint Statement of 14 
January 2020 issued by the U.S., EU, and Ja-
pan, and the draft General Council decision of 
20 February 2020 by the U.S. require particu-
lar attention. The problem lies in the fact that 
the directions for reform of WTO subsidy rules 
are completely opposite between these three 
Members and China. In order to deliver mean-
ingful outcomes, it is necessary to broaden the 
scope of negotiation as wide as possible to put 
all cards on the table; to take more flexible ap-
proaches than the “single undertaking”; to in-
duce as many Members as possible to be in-
volved in the negotiation; and to approach the 
matter on a sector-by-sector basis to discuss it 
in various relevant international fora. Further-
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more, as there remains a possibility that a plu-
rilateral approach is taken by the U.S., EU, and 
Japan to strengthen subsidy rules within the 
WTO, and its major trading partners including 
Korea are requested to join the discussion, the 
Korean government needs to closely monitor 
any further developments in order to set its po-
sition and effectively respond to such requests. 

. Dispute settlements: Firstly, an approach 
could be considered where all WTO Members 
including the U.S., EU, and China can put all 
their needs on the table and negotiate simulta-
neously for a “grand bargain.” Given that the 
AB crisis comes from deep-rooted distrust of 
the U.S. towards WTO appellate reviews, it 
would be strategically desirable to prioritize el-
ements relatively easy for the U.S. to agree to 
in future negotiations. In the short term, the 
U.S. would likely focus more on how to ensure 
WTO organs abide by current rules rather than 
formally revising the DSU, and for that pur-
pose an institutional mechanism to put a “self-
restraint” on the AB’s functioning might be re-
quired. Secondly, it is worthwhile to review 
the WTO’s decision-making practices. One 
can think of options such as giving effect to 
voting rules or introducing a flexible approach 
where consensus is maintained in principle but 
other decision-making methods are also made 
available at some point, in certain circum-
stances, or under certain WTO agreements. 
Thirdly, an examination would be required on 
future prospects of plurilateral approaches 
such as the MPIA and possible long-term im-
pacts of such mechanisms on the WTO dispute 

settlement system as a whole. Fourthly, partic-
ular attention must be paid to the recent 
tendencies of Korea’s major trading partners, 
including the United States, to bilaterally solve 
trade concerns through FTA dispute settlement 
mechanisms. In preparation for such cases be-
coming more aggressive and frequent in the fu-
ture, the Korean government needs to maintain 
close collaboration and communication with 
its FTA trading partners, and needs to establish 
or reinforce its domestic compliance mecha-
nism to effectively implement its FTA obliga-
tions, both in terms of its WTO and WTO-plus 
standards, FTAs being a relatively attractive 
forum for trade disputes compared to the para-
lyzed WTO dispute settlement system.  


