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Regional Challenges to Global Governance  

Miles Kahler 

Regional institutions and initiatives have proliferated in the twenty-first century. This latest wave of 

regional innovation raises, in new guise, a long-standing conundrum for global order and U.S. foreign 

policy: When is regional organization a useful, even essential, complement to the ends of global gov-

ernance—financial stability, an open trading system, sustainable development, robust protection of 

human rights, or the end of civil wars—and when does it threaten or undermine the achievement of 

those goals? The new regionalism presents the prospect for new benefits for global order as well as 

new risks. How those challenges and risks are addressed, by the United States and by other member 

states, will determine whether a fragmented global order or more effective global and regional govern-

ance emerge over the next decade.  

Five authors examine these dilemmas across five issue areas: finance, trade, development lending, 

human rights, and peace operations.1 In each issue area, regional actors and institutions have emerged 

that reopen and recast earlier debates about regionalism and its effects on global order. In four of the 

five issue areas, a single, established global institution contends with regional alternatives: the Interna-

tional Monetary Fund (IMF), the World Trade Organization (WTO), the World Bank, and the United 

Nations. In the domain of human rights, the newly redesigned UN Human Rights Council (UNHRC) 

does not enjoy a similar, central position; global human rights conventions set the normative frame for 

regional human rights commissions and courts. Each author suggests ways in which the new regional-

ism can be harnessed to serve global purposes and the contribution that U.S. policy can make to those 

ends. 

R E G I O N A L  I N N O V A T I O N  I N  T H E  T W E N T I E T H  C E N T U R Y  

The founders of the post-1945 institutional order recognized both the benefits and the risks of re-

gional organization for newly created global institutions. The UN Charter explicitly recognizes re-

gional security arrangements in Chapter VIII, as long as their activities are “consistent with the Pur-

poses and Principles of the United Nations.” The General Agreement on Tariffs and Trade (GATT), 

which became the central forum for global trade negotiations, set conditions for regional trade ar-

rangements in Article XXIV. These two provisions exemplify persistent and competing estimates of 

the effects of regional institutions: useful adjuncts to world order when their purposes align with global 

institutions, potential threats if their principles diverge from global norms. The United States pro-

moted European regional initiatives, first under the Marshall Plan and later in the European Economic 

Community (EEC), demonstrating U.S. recognition of the strategic and economic value of regional 

integration. In Asia, bilateralism dominated U.S. relations with its allies, and regional organizations 

during the Cold War remained few and weak.  

Waves of regional institution-building occurred during the second half of the twentieth century. 

The EEC, founded in 1957, provided an initial (and ambitious) model of regional integration that 
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spurred similar efforts in the postcolonial developing world during the 1960s and 1970s. Regional 

economic arrangements, new regional development banks, and the Inter-American Commission on 

Human Rights (IACHR)—the first regional human rights organization outside Europe—were cre-

ated. Creation of the European Single Market in the 1980s and the end of the Cold War produced a 

second period of regional activism. For the first time, the United States joined regional trade and eco-

nomic arrangements—the North American Free Trade Agreement (NAFTA) and Asia-Pacific Eco-

nomic Cooperation (APEC). Regional involvement in peace operations displayed a sharp upward in-

flection after the end of the Cold War. The eruption of civil wars during the 1990s in two regions with 

significant regional actors—Europe and Africa—increased demand for peacekeeping forces and led to 

a growing collaboration between the UN Security Council and regional organizations in fielding those 

forces.2 In the domain of human rights, global human rights conventions displayed a steady increase 

from the 1960s; regions adopted human rights commissions and courts on a different timeline.3 For 

the European Court of Human Rights, the end of the Cold War produced an expansion of member-

ship and a dramatic expansion in caseload; the Inter-American Court witnessed a similar growth in 

demand for its adjudication.4 

T H E  L A T E S T  W A V E  O F  R E G I O N A L I S M :  I S  T H I S  T I M E  D I F F E R E N T ?  

The latest wave of regional economic organizations can be traced to economic crises and the rising 

influence of the emerging economies in international politics. The Asian financial crisis produced a 

backlash in the region against the IMF and its policy prescriptions, as well as against the United States, 

which was seen as the prime mover of IMF policies. Although a full-fledged Asian Monetary Fund, 

proposed by Japan, was blocked, the Chiang Mai Initiative, an alternative source of financial support 

created by the Association of Southeast Asian Nations Plus Three (ASEAN+3), was organized with 

the support of China and Japan.5 Demands by the emerging economies for greater voice in the IMF 

and World Bank grew following the global financial crisis, labeled the North Atlantic financial crisis by 

spokesmen for the developing world. The largest emerging economies recovered quickly from the cri-

sis and sustained levels of economic growth higher than those of the industrialized core. In their eyes, 

the United States and the European Union (EU) were no longer ideological leaders or economic mo-

tors of the global economy. The slow pace of reforms that would grant these economies larger vote 

and quota shares in the IMF and World Bank produced a search for outside options, specifically a 

strengthened Chiang Mai Initiative Multilateralization (CMIM) and new multilateral development 

banks (MDBs) such as the Asian Infrastructure Investment Bank (AIIB) and the New Development 

Bank (NDB or BRICS Bank). The eurozone crisis, which began in Greece in 2010, led the EU to create 

the European Stability Mechanism (ESM), the largest regional financial facility to date. The new role 

of European institutions during the crisis presented the IMF with challenges in collaboration under 

the troika arrangement.6 

Increased bargaining power for the emerging economies has influenced recent regional develop-

ments in trade as well, even though industrialized countries, particularly the United States, and the EU, 

were prime movers in this domain. The United States, Japan, and the EU—in its successive enlarge-

ments—had adopted deeper integration (WTO-plus or WTO-extra) as a goal in their preferential trade 

agreements. As Chad Bown describes, this new agenda no longer concentrated on tariffs levied at na-

tional borders. Instead, trade agendas centered on removing nontariff barriers and achieving “regula-
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tory coherence” through harmonization or mutual recognition.7 This agenda also matched the de-

mands of major international corporations, which depended on regionalized production networks 

that required market access and predictable business environments.8 When this complex agenda 

stalled in the WTO’s Doha Round of multilateral negotiations, the United States and its major trade 

partners sought instead to introduce these issues separately and preferentially through new mega-re-

gional agreements: the Trans-Pacific Partnership (TPP) and the Transatlantic Trade and Investment 

Partnership (TTIP). Although some emerging economies embraced the deeper integration trade and 

investment agenda as part of larger reform programs (Mexico) or as a means of gaining advantageous 

market access (Vietnam), Brazil, China, and India stood apart, pressing for a return to global negotia-

tions or joining less demanding regional agreements, such as the Regional Comprehensive Economic 

Partnership (RCEP).  

Innovations occurred in both global and regional governance of human rights after 2000. A third 

regional human rights court, the African Court on Human and Peoples’ Rights, was initiated in 2004. 

Southeast Asia created its own less elaborate institutions in the ASEAN Intergovernmental Commis-

sion on Human Rights in 2009 and its human rights declaration in 2012. The International Criminal 

Court (ICC), which had no regional counterpart, and the redesigned UNHRC were the principal ad-

ditions to global human rights institutions. At the same time, regional courts that had not dealt with 

human rights issues were, for the first time, drawn into rights review.9 After 2000, UN peace opera-

tions centered on Africa, which meant that collaboration with the African Union (AU) and other re-

gional partners became even more important in larger coalitions that supported peace missions. Re-

gional partners also played a more active role in generating new norms for peace operations that were 

often reflected in changing UN practices.10  

The latest wave of regional organizations, like previous ones, resulted in part from demands from 

governments, nongovernmental organizations (NGOs), and multinational corporations that were of-

ten dissatisfied with existing global options. However, the new regionalism is not solely demand-

driven; it is also the product of great powers and their strategies. Unable to reach an agreement on its 

new trade agenda at the WTO, the United States turned to mega-regional trade agreements to embed 

its preferred rules of the game in influential commercial collectives. At the same time, the United States 

defended the role of global institutions in which it exercised a predominant role. The EU used its pro-

ject of widening and deepening regional integration as a platform for advancing preferred economic 

and security policies at the global level. China, the preeminent rising power, viewed regional institu-

tions as a means to advance its leadership in Asia and against its rivals—the United States and Japan—

to cement its claims to a larger role in global institutions and to realize national economic interests in 

building regional infrastructure. Each of these powerful actors advanced regional projects with poten-

tial risks for the coherence and stability of global governance institutions. 

The latest regional advances also resembled in their unevenness earlier periods of regional institu-

tion-building. Europe remained the exception, with the most elaborated regional alternatives: the 

ESM is the largest regional financial arrangement (RFA), the EU is the largest regional trading bloc 

and has a unified commercial policy, and the European Bank for Reconstruction and Development is 

a major development bank. Europe participates in peace operations, including those outside the re-

gion. Its human rights court is open to individual petitioners and has the largest caseload of any re-

gional human rights court. Despite its patchwork response to the eurozone crisis, of which the ESM 

was part, and the uncertainty created by the United Kingdom’s forthcoming departure from the EU, 

Europe’s regional organizations present opportunities and challenges for global order.  
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Asia also took center stage in building regional economic organizations. Spurred by competition 

between China and Japan and increasingly led by China, regionalism in Asia displayed a potential, as 

yet unrealized, to rival Europe in regional resources and economic weight. Outside economic issue ar-

eas, however, Asia’s contrast with Europe was stark: no regional human rights court—only new and 

untested ASEAN human rights initiatives—and no regional organization that could partner with the 

United Nations in regional peace operations.  

Regional projects in the Americas were concentrated in trade, development, and human rights, and 

even in those domains, less authority was delegated to regional institutions. The AU provided new Af-

rican leadership on human rights and peace operations after 2000; subregional trade and economic 

arrangements in Africa also widened markets in a highly fragmented regional setting. Latin American 

financial arrangements were limited in resources and membership, however, and Africa had no RFA. 

At the opposite end of the spectrum from Europe’s elaborate regional edifice were South Asia—

hampered by the long-standing rivalry between its two largest economies, India and Pakistan—and the 

Middle East, which offered only islands of regional cooperation, such as the Gulf Cooperation Coun-

cil, in a rivalrous and conflict-ridden environment. Both regions lacked organizations with the scope 

and resources to either partner with or challenge global governance. 

The unevenness of regional institution-building and integration raised difficult issues of equity for 

global governance. Should regions that provide institutional and financial support for global govern-

ance be rewarded for their initiative, or should regional organization and capabilities be viewed as sub-

stitute for tightly stretched global resources? How can global institutions collaborate effectively and 

equitably with regional organizations when capacity and resources are so unevenly distributed? 

T H E  N E W  R E G I O N A L I S M  A N D  C H A L L E N G E S  F O R   

G L O B A L  G O V E R N A N C E  

Tension between global and regional institutions often played out in the past as a contest between the 

United States and the EU, which presented a powerful regional alternative to the global order. Despite 

fears of “Fortress Europe” in the 1980s and an inward-looking Europe after the end of the Cold War, 

the partnership between the United States and the EU persisted, and EU members played an outsize 

role in global governance.  

Regional challenges may now become more acute. First, emerging economies, dissatisfied with the 

distribution of power in global institutions, and opponents of globalization, growing in influence in 

the industrialized countries, contest the effectiveness and legitimacy of global institutions. Although 

some observers view the performance of global governance during the global financial crisis as a 

demonstration that “the system worked,” others see gridlock and limited capacity.11 Even before the 

crisis, global economic institutions faced limited increases in their resources and growing competition 

from the private sector (source of a growing share of international financial flows) on one hand and 

from bilateralism in important domains, such as investment, on the other.12  

Second, the contest over regional institutions and their relations with the global order is no longer 

one between the United States and the EU. These two major economic powers promoted mega-re-

gional trade agreements. In other issue areas, however, those who aimed to reduce the dominance of 

the United States and the EU in global institutions led the regional challenges. Brazil, China, and India 

led demands for a reformed global order and sought to use regional options to shift global influence. 

New regional arrangements in which the United States was not a member—the AIIB, the CMIM, or 
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the Union of South American Nations—produced in Washington a perception of global norms and 

institutions under threat.  

Finally, new regional organizations represented greater ambition in scale and scope. The ESM and 

CMIM could mobilize financial resources that rivaled those of the IMF in their regions. The two mega-

regional trade agreements, if ratified, would cover the equivalent of 61 percent of world GDP, 19 per-

cent of world exports, and 25 percent of outward foreign direct investment.13 Although the AIIB and 

the NDB do not match the World Bank or the ADB in scale, they are likely to have greater lending 

capacity than most other regional MDBs.14 Moreover, although competition with global institutions 

seemed most likely in economic domains, the AU displayed growing ambition in peace operations and 

mounted a normative challenge to the United Nations’ definition of that domain.15 Only in the human 

rights issue area, where emerging powers were least active, was a regional challenge to global institu-

tions absent.16 

B E N E F I T S  A N D  R I S K S  O F  T H E  N E W  R E G I O N A L I S M  

Despite widespread perceptions of a looming regional challenge to global governance, the new region-

alism also benefits the existing global order. The greatest prospective benefit is the contribution of ad-

ditional resources—financial and organizational—for international ends when global institutions are 

tightly constrained. On paper, the nine largest RFAs described by C. Randall Henning could mobilize 

resources greater than those of the IMF.17 The AIIB and NDB promise development lending directed 

to closing large infrastructure gaps in Asia and the developing world, thus complementing the lending 

of established MDBs. Although regional organizations may contribute net new resources, several 

qualifications need to be attached to this apparent boon for global governance. Their resources may be 

directed to the narrower aims of their members rather than global purposes or may not be usable to 

the same degree as global resources. For example, few RFAs have been tested in a financial crisis, and 

it could be difficult to deploy their resources rapidly under conditions of stress. Moreover, a partial 

substitution effect may develop over time: resources dedicated to regional organizations and opera-

tions could discourage contributions to global institutions.  

Specialization from an organizational division of labor is another potential benefit of new regional 

organizations and initiatives, if they coordinate their operations with those of global institutions. The 

IMF link that some RFAs attach to their financial assistance represents one type of specialization: the 

IMF provides analysis and program design (the substance of conditionality), and regional resources 

above a certain limit can only can be tapped after an IMF program is in place. Despite the deadlock in 

WTO multilateral trade negotiations, dispute settlement at the WTO has been an acknowledged suc-

cess, attracting both industrialized and developing economies for settlement of trade conflicts. Re-

gional trade organizations have not fully replicated the mechanism at the WTO, which remains the 

favored site for resolving trade disputes. By concentrating on infrastructure lending, the AIIB and the 

NDB may also specialize and complement existing development institutions such as the World Bank. 

A functional division of labor also characterizes the human rights regime: global conventions with 

modest monitoring and enforcement powers define the universe of human rights, and regional human 

rights commissions, courts, and trade agreements enforce those rights. Because of their geographical 

proximity, regional peacekeepers can often deploy more rapidly and maintain their deployments more 

easily than UN peacekeepers. 
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Regional organizations possess additional advantages that are related to their specialized roles. 

They can mobilize local knowledge more effectively than their global peers, whether in development 

lending or peacekeeping. In part because of local knowledge and in part because of a policy mix closer 

to member preferences, regional organizations may benefit from greater legitimacy as well. Borrowing 

from RFAs is unlikely to be deterred by the same stigma attached to IMF programs. Regional peace-

keepers are less likely to arouse memories of former imperial powers and their interventions.  

Finally, competition itself could benefit both global and regional governance by encouraging inno-

vation and experimentation. The mega-regional trade agreements and other plurilateral pacts are 

aimed at an expanded trade and investment agenda that could eventually be incorporated, in whole or 

in part, into multilateral agreements at the WTO. The AIIB and the NDB, by pledging organizations 

that will be “lean and green,” hold out the prospect for less cumbersome lending procedures imple-

mented by a streamlined staff. Competition only brings benefits, however, when it occurs around 

measurable performance benchmarks embedded within principles and norms agreed by both global 

and regional organizations.  

This list of potential contributions by regional organizations to global economic and political order 

is mirrored by risks. An agreed division of labor can easily become damaging fragmentation if agree-

ment is not reached on specialization. The risks of fragmentation differ among issue areas. For exam-

ple, fragmentation could produce lending by RFAs that is not coordinated with the IMF. In finance, 

the risks of uncoordinated action during a crisis are quite high: the credibility of both global and re-

gional organizations might be undermined. These risks are amplified by the wide variance in RFA ca-

pabilities and their expectations of the IMF. The damage inflicted by lack of coordination was apparent 

early in the eurozone crisis, when the members of the EU at first attempted crisis management on their 

own before requesting IMF assistance. The crisis was managed through a cumbersome troika arrange-

ment that compromised the IMF’s mandate in the eyes of many of its members.18  

The costs of decentralized and uncoordinated action are lower in other issue areas. Fragmentation 

in the rules governing trade has produced the spaghetti bowl or “noodle bowl” of preferential trade 

agreements with different provisions, which increases transaction costs for private traders and nego-

tiation costs for governments that often lack the bandwidth for multiple forums. In development lend-

ing, fragmentation caused by involvement of multiple actors—national aid agencies, NGOs, regional 

MDBs, and the World Bank—has been a feature for some time. Its costs are largely those of duplication 

and wasted resources, such as costs to taxpayers in member countries. Borrowing countries, which 

often have limited technical capacity, also face transaction costs while dealing with multiple agencies. 

Human rights, on the other hand, has enjoyed a stable division of labor: a growing menu of global con-

ventions provides a legal framework within which regional actors—courts, commissions, and 

NGOs—can monitor and enforce rights.  

Competition from regional organizations that undermines global “purposes and principles” has 

been a persistent concern when new regional institutions appear. Instead of inducing innovation and 

efficiency, competition could produce normative divergence and conflict over policy prescriptions. 

Consensus across global and regional institutions on those purposes and principles and development 

of an agreed division of labor could serve as guarantees against destructive competition. Without an 

IMF link or their own capacity for developing appropriate policy prescriptions for borrowing govern-

ments, RFAs could present a soft option that undermines IMF conditionality. U.S. opposition to the 

AIIB and NDB was framed around their potential for diluting environmental and governance stand-

ards developed by the World Bank and other MDBs. Although regional organizations have cooperated 
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with the United Nations in peacekeeping operations, they have also disagreed with the United Nations 

on aims and implementation, increasing the risk that conflicting signals will be sent to host govern-

ments and local populations. 

Another risk of specialization is a narrowing of scope by regional actors, leaving important global 

public goods off their agenda. RFAs may contribute financially to crisis management, but they might 

not support equally important crisis prevention through surveillance, alerting governments in their 

regions to needed policy changes before a crisis erupts. The new regional development banks may con-

tribute to filling the infrastructure gap in Asia and other regions, but they may leave aside the World 

Bank’s larger global agenda, including global health, climate change, and good governance.19  

A narrowing of scope is accompanied by a narrowing of membership: regional organizations are 

clubs that provide benefits to their members. Some benefits have positive spillovers for global order; 

members retain other benefits for their exclusive use. The new economic regionalism is largely a pro-

ject of rich and middle-income countries. Many of the poorest countries and regions are excluded from 

membership. South Asia has no members in any of the regional projects described, apart from 

RCEP.20 Africa figures prominently in regional human rights and peacekeeping, but it has no RFA, 

and it will not benefit initially from either the NDB or the AIIB. Global multilateral organizations, 

however skewed their distribution of power, offer voice to a nearly universal membership; regional 

organizations do not. 

Finally, regional organizations are more likely to fall under the domination of one or more great 

powers. Although the United States and the EU continue to exercise substantial influence in the IMF, 

the World Bank, and other global institutions, the distribution of global and institutional power allows 

others to check their influence. In regional organizations, the largest powers may exert disproportion-

ate and unchecked influence over institutions that are directed primarily to serve national foreign pol-

icy goals.  

G L O B A L  G O V E R N A N C E  A N D  R E G I O N A L  O R G A N I Z A T I O N S :   

I N C R E A S I N G  B E N E F I T S  A N D  D E C R E A S I N G  R I S K S  

Both the UN Charter’s phrase “consistent with the Purposes and Principles” and the relations between 

global and regional human rights organizations suggest one path to increasing the benefits of regional 

organizations without endangering the coherence of global governance. As Erik Voeten describes, lit-

tle conflict occurs between global human rights institutions and conventions, on one side, and regional 

human rights commissions and courts, on the other. Although global treaties have shaped regional and 

national human rights law, global institutions have weak interpretive and enforcement capabilities. A 

relatively stable division of labor has emerged: regional courts, which have important roles in inter-

preting and enforcing human rights conventions, seldom compete with global institutions. A third fea-

ture reinforces this equilibrium: both China and the United States, which have led new regional eco-

nomic organizations, do not participate in a regional human rights court. Although the normative con-

sensus is more contested in peace operations, the major powers endorse the role of the UN Security 

Council as the preeminent institution in authorizing those interventions. 

Such a stable arrangement cannot easily be transferred to other, more contentious issue areas where 

consensus on global norms is uncertain or a division of labor is harder to define. The mega-regional 

trade agreements, for example, are not simply a means of better enforcing WTO rules; they represent 
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clubs that advance a different and more demanding trade and investment agenda. The example of hu-

man rights, however, does suggest three avenues for reaping benefits and diminishing risks from re-

gional organizations. 

 

Reinforce the capacity and legitimacy of global institutions. Many twenty-first-century regional initia-

tives are symptomatic of discontent with global governance by powerful member governments. 

Global institutions underperform (the U.S. and EU view of the WTO), or fail the test of equity in deci-

sion-making (the emerging economies’ view of the IMF and the World Bank), or are insensitive to local 

conditions in their operations (UN peace operations as viewed by some African countries). One means 

of leveling the playing field between global institutions and their regional competitors is to deal with 

the complaints that have made regional options more attractive. As Bown suggests, the new trade 

agenda embodied in mega-regional agreements negotiated outside the WTO could be brought back 

under the WTO umbrella through plurilateral agreements that are open to WTO members who accept 

their obligations. This strategy has been used since the negotiation of limited membership codes under 

the Tokyo Round and has continued with the Information Technology Agreement, first reached in 

1996 and expanded at the Nairobi Ministerial Conference in December 2015, as well as negotiations 

for an agreement on environmental goods. Bown suggests additional steps that could reinforce the 

utility of the WTO for its members, including capacity-building for dispute settlement and trade policy 

monitoring.21 Increasing IMF resources devoted to precautionary facilities—resources available to 

members without negotiation of a formal IMF program—and reducing the stigma attached to IMF 

assistance would reduce one motivation for new RFAs. The World Bank’s new Global Infrastructure 

Facility is a step by the bank toward satisfying the demand of its middle-income clients for infrastruc-

ture financing. 

 

Establish consensus on “purposes and principles” to curb normative divergence, clearly define the division 

of labor, and prohibit competition of certain kinds. GATT Article XXIV was one of the earliest efforts 

to design such rules. Article XXIV guards against unwanted competition from preferential regional 

trade agreements by insisting that such agreements eliminate trade barriers on “substantially all the 

trade” among its members and prevents normative divergence from the dominant liberalizing norm 

of the GATT by forbidding increased trade barriers against nonmembers. Article XXIV also imposes 

a third requirement that reinforces the first two: transparency regarding the provisions of regional 

trade agreements.  

The GATT example could be extended, although achieving consensus on purposes and principles 

and reaching agreement on a division of labor that would prevent destructive competition can be dif-

ficult. Henning suggests several steps that resemble an Article XXIV for the IMF and its new regional 

competitors, including a clear division of labor, restrictions on competition, and transparency.22 In the 

case of MDBs, such guidelines for appropriate competition have not been agreed, although the United 

States has made clear its strong opposition to any competition with the World Bank and other MDBs 

that would lower lending standards. As Hongying Wang describes, the AIIB and NDB have sent mixed 

signals regarding their acceptance of these standards, despite the AIIB’s decision to cofinance its initial 

projects with existing MDBs.23 Paul Williams recommends efforts to achieve broader consensus 

among global and regional actors on the limits of peace operations, a consensus that should be inte-

grated into program requirements.24 
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Although consensus-building and established rules would eliminate some of the friction between 

global institutions and their regional counterparts, efforts to design these rules confront two obstacles. 

If there is disagreement over the appropriate division of labor, no agreed arbiter exists. However, in 

the case of the IMF and RFAs, the Group of Twenty has begun to play that role, and it could expand its 

oversight to include other issue areas.25 Arriving at an agreed line between allowed and disallowed 

competition is more difficult. Consider the case of the new MDBs: if they follow precisely the same 

practices as the World Bank and other MDBs, there is little reason for their creation. If they innovate 

in their lending practices—to the satisfaction of their borrowers—and gain more borrowers as a result, 

does such competition undermine the World Bank’s role, or is it simply a sign that the World Bank had 

not responded to the preferences of its developing country members?  

 

A final means of increasing complementarity between global and regional governance is to establish for-

mal and informal organizational links. Even if coordinated action is unnecessary, transparency on both 

sides reduces the risks of working at cross-purposes. The IMF link embedded in the operation of sev-

eral RFAs is a more formal connection that acknowledges the preeminent role of the IMF in policy 

surveillance and program design. As RFAs develop their own surveillance capacity, whether in the Eu-

ropean Commission or the ASEAN+3 Macroeconomic Research Office, closer consultation and co-

ordination will be required to avoid conflicting policy advice to member governments.  

Reforming the WTO’s successful dispute settlement system in light of the mega-regional and re-

gional trade agreements and linking it to those agreements would reinforce the preeminence of the 

WTO in this domain and avoid competition in dispute settlement, hence decreasing uncertainty for 

governments and private actors in the trade regime.26 Williams argues for an enhanced strategic part-

nership between the United Nations, which has more stable funding for peace operations, and the AU 

to reinforce consensus-building on the definition of peace operations. Despite a stable division of labor 

in the human rights regime, the Office of the UN High Commissioner for Human Rights has begun 

workshops with representatives of regional human rights organizations and initiated a multidimen-

sional collaboration with the IACHR.27  

Links through personnel could also serve to harmonize purposes and practices across the global-

regional divide. The exchange or secondment of staff between RFAs and the IMF, for example, would 

imitate the informal exchange that has occurred between the AIIB and the World Bank. The former 

has hired individuals with experience at the World Bank and other MDBs, including its president, Jin 

Liqun.28 An exchange of individuals is one way to underscore compatibility of practices. Developing 

common standards and practices is another. In peace operations, common standards to ensure in-

teroperability would serve to promote more effective collaboration between the United Nations and 

regional forces.29 

T H E  U N I T E D  S T A T E S :  G L O B A L  P O W E R  M E E T S   

R E G I O N A L  O R G A N I Z A T I O N  

The U.S. government should endorse measures that sustain the role of global governance institutions 

and, at the same time, promote effective organizations for regional cooperation. In practice, however, 

U.S. policy toward regional organizations, particularly those of which it is not a member, has often 

appeared inconsistent and uncertain. Although the United States supported European integration, its 

posture toward other regional arrangements has been far more conditional, if not oppositional.30 The 
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United States’ response to China’s launch of the AIIB, for example, has been widely criticized. After 

lobbying its allies to shun the new organization, the Barack Obama administration faced an embarrass-

ing rush by European and Asian allies to join the AIIB in early 2015.  

The AIIB debacle epitomized U.S. ambivalence toward regional organizations and demonstrated 

the need to clarify policy. While U.S. policy might endorse guidelines for increasing complementarity 

between global and regional institutions, the United States’ national policy position will likely tilt to-

ward global governance and institutions not only because of its global interests but also because its 

influence is larger in those organizations. In many regional organizations, U.S. influence is indirect at 

best. For example, the United States’ influence in peace operations flows mainly through the UN Se-

curity Council and its strategic partnerships with AU members. U.S. membership in regional organi-

zations has also varied across issue areas. 

Given that U.S. influence is amplified in global institutions, an obvious prescription is to increase 

support of and association with those institutions. However, political support for such action has been 

waning in recent years. The most recent IMF quota increases, for example, languished in Congress for 

five years. As Scott Morris argues, the United States should also support virtually costless capital in-

creases at the World Bank and other core MDBs where U.S. influence is the largest.31 U.S. support for 

WTO reforms could make the central global trade organization a more attractive vehicle for its mem-

bers. The human rights regime is another prominent area of a lagging U.S. role. Although a major pro-

ponent of human rights, the United States has failed to ratify several global human rights conventions 

and the American Convention on Human Rights.32 It is not a member of a majority of judicialized 

human rights regimes: it opposed the creation of the ICC, perhaps the leading human rights innova-

tion of this century, and has not joined the optional protocols of global human rights treaties.33 U.S. 

domestic politics make greater support for global human rights conventions unlikely.  

However, strengthening U.S. support for global institutions will not be enough to deter increasingly 

powerful regional alternatives. The United States should also consistently support an increase in the 

voting shares and influence of emerging economies in global institutions, when those increases are 

justified by organizational rules. The five-year delay by the U.S. Congress in approving the IMF’s quota 

increase and governance reforms led emerging economies to seek regional options.  

Another question is whether the United States should back only passive regional organizations that 

supplement the resources of global institutions or it should lend support to robust regional backstops 

to global governance, at the risk of encouraging competitors with global institutions. Since the mem-

bers of regional organizations are unlikely to accept a role for their organizations that simply follows 

global cues in lockstep, the United States needs to define more precisely regional arrangements that 

offer more benefits than risks for the global order and develop strategies of influence that will move 

those organizations in more benign directions. The avenues presented earlier offer criteria for making 

those judgments: assessing the degree of competition that encourages efficiency rather than a race to-

ward lower standards and allowing regional preferences to find organizational expression without un-

dermining global principles and purposes. Finding additional means to interact with and influence re-

gional organizations of which the United States is not a member will become increasingly important. 

For example, the United States can advance human rights through technical assistance at the regional 

and national levels with little reason to fear divergence from global norms. In a decentralized system, 

where interpretation of rights is important, the United States can also take the lead in promoting new 

interpretations of global rights.34 The AU’s involvement in peace operations also provides an oppor-

tunity for the United States to support a new source of funding for the AU, as well as new standards 
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for AU peace support operations.35 In such cases, the United States can provide incentives that move 

regional organizations toward more complementarity with global norms and institutions. The United 

States can also ensure that regions lacking in organizational capacity or presence are not neglected or 

marginalized as major powers concentrate on their regional neighborhoods. 

Increasing U.S. support for strengthened global institutions that share a well-defined policy and 

normative space with their regional counterparts may seem utopian, given the polarization in U.S. pol-

itics and public skepticism toward globalization and its organizational avatars. Under these circum-

stances, the Obama administration has turned to more explicit strategic justifications for supporting 

both global and regional institutions. Competition with China has been an underlying theme in both 

the campaign for TPP and initial opposition to the AIIB. Such justifications are hardly surprising or 

unprecedented: apart from their stated mandates, global and regional organizations have long served 

to promote broader foreign policy aims.36 Making those goals explicit—and perhaps dominant—in 

defining support or opposition to these organizations encourages other governments to do the same. 

The United States should define the tradeoffs more carefully and weigh opposition to regional organ-

izations that may support global and regional influence for other powers, such as China, against the 

positive economic and political benefits of those organizations. One guide has served the United States 

well since 1945: as long as a regional organization does not reinforce a coercive regional hegemony 

that restricts the autonomy of weaker states, regional organizations are best evaluated in terms of their 

effects on nonmembers, including the United States, and on the global order.  

The United States can accept an emerging global order with diverse organizational structures, one 

in which regional organizations are useful pillars rather than sources of disturbance and fragmenta-

tion. Sustaining such an order, however, will require more consistent support for global constituents, 

a more accommodating attitude within those organizations toward emerging powers, and a well-artic-

ulated assessment of the benefits and risks of new regional entrants. 

  



 13 

 

E N D N O T E S  

1. Miles Kahler et al., “Global Order and the New Regionalism,” Council on Foreign Relations (CFR), September 2016, 

http://cfr.org/regionalchallenges. 

2. Paul D. Williams, “Global and Regional Peacekeepers,” Figure 3, p. 70, in Kahler et al., http://cfr.org/regionalchallenges. 

3. These conventions are described in Beth A. Simmons, Mobilizing for Human Rights (Cambridge: Cambridge University Press, 2009), 

pp. 49–55. European human rights institutions were founded in the 1950s, in advance of many global human rights conventions; Latin 

American and African human rights courts were later created (in 1979 and 2004, respectively). 

4. Erik Voeten, “International Human Rights Institutions: Competition and Complementarity,” in Kahler et al., http://cfr.org/ 

regionalchallenges. 

5. John D. Cioricari, “Chiang Mai Initiative Multilateralization,” Asian Survey 51, September/October 2011, pp. 926–952. ASEAN+3 

linked the ASEAN economies of Southeast Asia to the Northeast Asian economies (China, Japan, South Korea) and their large foreign 

exchange reserves.  

6. C. Randall Henning, “Global and Regional Financial Governance: Designing Cooperation,” in Kahler et al., http://cfr.org/ 

regionalchallenges. 

7. Chad P. Bown, “Mega-Regional Trade Agreements and the Future of the WTO,” in Kahler et al., http://cfr.org/regionalchallenges. 

8. Richard Baldwin and Javier Lopez-Gonzalez, “Supply-Chain Trade: A Portrait of Global Patterns and Several Testable Hypotheses,” 

National Bureau of Economic Research Working Paper 18957 (Cambridge, MA: National Bureau of Economic Research, April 2013). 

9. Voeten, “International Human Rights Institutions.” 

10. Williams, “Global and Regional Peacekeepers.” 

11. Daniel Drezner, The System Worked: How the World Stopped Another Great Depression (New York: Oxford University Press, 2014); 

Thomas Hale, David Held, and Kenneth Young, Gridlock: Why Global Cooperation is Failing when We Need It Most (Cambridge: Polity 

Press, 2013). 

12. Bilateral and regional investment treaties, as well as investment protection provisions in free trade agreements, dominate the regu-

lation of foreign direct investment. These agreements grew rapidly after the early 1990s and now number approximately three thou-

sand. 

13. Gary Clyde Hufbauer and Cathleen Cimino-Isaacs, “How Will TPP and TTIP Change the WTO System?,” Journal of International 

Economic Law 18, no. 3 (2015): 679–696. 

14. Hongying Wang, “New Multilateral Development Banks: Opportunities and Challenges for Global Governance,” in Kahler et al., 

http://cfr.org/regionalchallenges. 

15. Williams, “Global and Regional Peacekeepers.” 

16. Voeten, “International Human Rights Institutions,” p. 59. 

17. Henning, “Global and Regional Financial Governance.” 

18. Ibid. 

19. Scott Morris, “Responding to AIIB: U.S. Leadership at the Multilateral Development Banks in a New Era,” CFR, September 2016, 

http://cfr.org/aiib. 

20. India is also member of the NDB, which is a minilateral rather than a regional institution.  

21. Bown, “Mega-Regional Trade Agreements and the Future of the WTO.” 

22. Henning, “Global and Regional Financial Governance,” pp. 24–25.  

23. Wang, “New Multilateral Development Banks.” 

24. Williams, “Global and Regional Peacekeepers.” 

25. Henning, “Global and Regional Financial Governance,” pp. 24–25. 

26. Bown, “Mega-Regional Trade Agreements and the Future of the WTO.” 

27. These measures are described in detail at http://www.ohchr.org/EN/Countries/NHRI/Pages/Cooperation.aspx 

28. Jin Liqun served as alternate executive director for China at the World Bank and as vice president and ranking vice president at the 

Asian Development Bank.  

29. Williams, “Global and Regional Peacekeepers.” 

30. Henning, “Global and Regional Financial Governance.”  

31. Morris, “Responding to AIIB.” 

32. Simmons, Mobilizing for Human Rights, pp. 43–46, 57–58. 

33. Voeten, “International Human Rights Institutions.” 

34. Ibid. 

35. Williams, “Global and Regional Peacekeepers.” 

36. Randall W. Stone, Controlling Institutions: International Organizations and the Global Economy (Cambridge: Cambridge University 

Press, 2011). 

                                                                    

http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/aiib
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://www.ohchr.org/EN/Countries/NHRI/Pages/Cooperation.aspx
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges
http://cfr.org/regionalchallenges


Global and Regional Financial Governance: Designing Cooperation  

C. Randall Henning 

Across an increasing number of regions of the globe, states have created international financial facili-

ties to preempt financial crises and, when crises strike, to reestablish financial stability. East Asia and 

Europe are leading examples of regions that have established one of these regional financial arrange-

ments (RFAs). This trend raises the prospect that the world could one day be populated by series of 

“monetary funds” at the regional level—a European monetary fund, an Asian one, and so on—vying 

for influence over international finance with the incumbent multilateral institution, the International 

Monetary Fund (IMF). Although that is a distant and uncertain prospect, the world faces the challenge 

of coordinating the activities of these institutions as they are currently evolving.  

The Group of Twenty (G20) and the institutions themselves are addressing this challenge under the 

agenda for the global financial safety net (GFSN)—the official multilateral, regional, bilateral, and plu-

rilateral arrangements through which countries access international assistance in response to financial 

stress or a crisis. Some analysts use the term to include countries’ international reserves (a form of self-

insurance), while other definitions include market-based instruments as well. Under all of these defi-

nitions, the GFSN is expanding in size and complexity. Critically, it is also in danger of becoming frag-

mented. 

Regional financial arrangements are a central component of the GFSN. States in Latin America, 

Europe, East Asia, the Middle East, and North America created such arrangements to, among other 

reasons, not rely exclusively on the IMF for crisis finance. The nine largest RFAs pool a total of 

$1,172.3 billion in resources, more than the total resources at the disposal of the IMF.1 In most of these 

cases, however, the regional bodies are not endowed with the resources, personnel, and expertise nec-

essary to conduct meaningful surveillance, identify vulnerabilities, recommend corrective action, de-

sign adjustment programs, and propose them to the regional members. Thus, many of these RFAs co-

operate with the IMF in providing financial assistance to their members, despite having been formed 

as alternatives to the IMF.  

However, only in few cases is the cooperation between the IMF and these RFAs seamless: the mo-

dalities of cooperation have not been developed, are in early stages and as yet untested, or profoundly 

contentious. Member states’ access to the resources devoted to RFAs thus remains uncertain. This un-

certainty leads IMF staff to describe RFAs as the “least preferred” element of the GFSN, which, they 

argue, is increasingly fragmented owing to its decentralization and the lack of coordination of its 

parts.2 

The same IMF report, while diagnosing the strengths and weaknesses of the RFAs, is relatively 

timid in defining the problems of cooperation and in proposing solutions. Should the RFAs be linked 

to the fund’s programs, as many of them are now, or should they be made more independent? If the 

former, how should that link be operationalized? Through what mechanism should conflicts over pol-

icy conditionality be resolved? The future of the safety net rests on whether it is as cohesive as financial 

markets are global or it decays into a fragmented set of regional equivalents to the IMF.  
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The European sovereign debt crisis has been a defining experience in cooperation among regional 

and multilateral financial institutions, thus inspiring a deeper consideration of the GFSN. The IMF 

worked with the European Commission and the European Central Bank in an arrangement dubbed 

the troika to design, review, and evaluate lending programs for member countries of the euro area that 

were stricken by the crisis during 2010 to 2015.3 Most of the rescue programs have been successful in 

returning governments’ access to the private capital markets, but macroeconomic conditions in the 

euro area remain weak. The first two programs for Greece failed and the third has been bitterly con-

flictual—a searing experience for each of these institutions.4  

The development of RFAs also poses a dilemma for U.S. government policies. The IMF has histor-

ically been the central—though not the only—pillar of U.S. policy in combating international financial 

crises. The United States is influential within the governing arrangements of the IMF compared to 

some other international economic organizations; indeed, this influence has sometimes motivated 

countries in other regions to develop alternative arrangements. On the one hand, RFAs could erode 

U.S. influence over the terms for financial assistance; on the other hand, they bring financial resources, 

local expertise, and ownership to the table. Should the United States oppose or support the develop-

ment of these regional arrangements? 

A brief word is in order about the concepts used here. When the mechanisms that coordinate dif-

ferent institutions break down, fragmentation occurs. Institutions work cohesively if coordination is 

effective: several of them can operate in a given area yet not fragment as long as protocols and informal 

mechanisms sustain and promote cooperation. Conversely, two institutions could be severely frag-

mented if they are not coordinated and consequently work at cross purposes. The distinction is im-

portant because it is a lack of coordination between regional and global institutions that threatens co-

herence; a greater number of institutions per se does not. 

To make the most of these institutions, states should define the principles of engagement between 

the RFAs and the IMF more clearly and develop mechanisms for the coordination of these institutions. 

These institutions can compete as long as that competition is confined to information, analysis, and 

forecasting. Moreover, the United States should clarify the basis for its posture toward RFAs, actively 

support the agenda for inter-institutional cooperation, and continue its strong support of the IMF. 

R E G I O N A L  F I N A N C I A L  A R R A N G E M E N T S :  W H A T ’ S  N E W ?  

Regional financial arrangements are heterogeneous, ranging in size, purpose, and relationship to the 

IMF. Table 1 summarizes ten RFAs by these characteristics. Just as the IMF has expanded the range of 

its lending facilities—from precautionary to long-term financing—regional arrangements have ex-

panded their functions as well, with the European Stability Mechanism (ESM) exhibiting the greatest 

range of instruments. Some RFAs are motivated by dissatisfaction with the IMF, while others, such as 

the ESM, have been created to overcome shortcomings in the regional architecture. Geographical cov-

erage is incomplete: some regions lack financial arrangements and thus rely exclusively on the IMF and 

other multilateral institutions for financial support.  
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Table 1. Relationship Between Selected Regional Financial Arrangements and the IMF 

 
 

a. Formerly referred to as Medium-Term Financial Assistance, created in 1988. 

b. Lending capacity; the ESM is capitalized at €704.8 billion. 

c. Formerly known as Andean Reserve Fund (FAR), created in 1978; transformed to FLAR in 1989 to include other Latin American 

countries. 
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d. Previously known as the Eurasian Economic Community Anti-Crisis Fund, established in 2009. 

e. South Asian Association for Regional Cooperation.  

 

Sources: Henning, “East Asian Financial Cooperation”; C. Randall Henning, “The Future of the Chiang Mai Initiative: An Asian Mon-

etary Fund?,” Peterson Institute for International Economics, Policy Brief no. 09-5, February 2009; IMF, “Seminar on Regional Finan-

cial Safety Nets,” October 8, 2010, http://www.imf.org/external/np/seminars/eng/2010/spr/100810.htm; Toshiyuki Miyoshi et al., 

“Stocktaking the Fund’s Engagement With Regional Financing Arrangements,” Staff Report to the Executive Board, IMF, April 11, 

2013; IMF, “Adequacy of the Global Financial Net,” Staff Report to the Executive Board, IMF, March 10, 2016, 

https://www.imf.org/external/np/pp/eng/2016/031016.pdf; R.R. Sinha, “Reserve Bank of India Announces SAARC Swap Arrange-

ment,” Reserve Bank of India, May 16, 2012, http://rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=26475; Alpana Killawala, 

“RBI Announces the Extension of SAARC Swap Arrangement,” Reserve Bank of India, February 23, 2016, 

https://rbi.org.in/scripts/BS_PressReleaseDisplay.aspx?prid=36310. 

East Asia: Chiang Mai Initiative Multilateralization and ASEAN+3 Macroeconomic  

Research Office  

East Asia was not the first region to create its own financial facility, but the Chiang Mai Initiative Mul-

tilateralization (CMIM) is distinguished among RFAs by its origin in a backlash against the IMF, in the 

wake of the Asian financial crisis of 1997–1998.5 Regional financial cooperation was driven by the 

fervent interest of Southeast Asian countries and South Korea in developing alternatives to the IMF, 

combined with Japan’s initial desire to lead in the region. Japan, however, did not harbor the same an-

imosity toward the IMF that some of its regional partners did and insisted that disbursements under 

the facility be conditioned on an IMF program. Marrying the objectives of Japan and Southeast Asia 

required a compromise under which the creditors would contribute financing, while the potential bor-

rowers would accept the “IMF link.” This compromise, with a number of important issues remaining 

unresolved, established the base on which the relationship between the regional arrangements and the 

IMF evolved. 

The Chiang Mai Initiative (CMI) was launched at a meeting of the finance ministers of the ten mem-

bers of the Association of Southeast Asian Nations plus China, Japan, and South Korea (ASEAN+3) 

in Thailand in May 2000. Under its rubric, a series of bilateral swap agreements were negotiated 

among China, Japan, and South Korea (the “Plus Three”) and the emerging market countries in South-

east Asia. In response to the global financial crisis of 2008–2009, ASEAN+3 officials agreed to multi-

lateralize their network of bilateral swaps into a commonly administered fund: the CMIM.6  

Under CMIM, the members make a total of $240 billion available for short-term liquidity in sup-

port of multilateral arrangements. The Plus Three contributes 80 percent, while the ten ASEAN gov-

ernments contribute 20 percent of the total fund. The Plus Three decided that China and Japan would 

http://www.imf.org/external/np/seminars/eng/2010/spr/100810.htm
https://www.imf.org/external/np/pp/eng/2016/031016.pdf
http://rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=26475
https://rbi.org.in/scripts/BS_PressReleaseDisplay.aspx?prid=36310
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have equal shares and South Korea would have half the share of the larger two.7 The five largest South-

east Asian states—Indonesia, Malaysia, the Philippines, Singapore, and Thailand—contribute $9.1 bil-

lion each.8  

Decisions on disbursements would be made by a two-thirds majority of weighted votes, with each 

country’s share of total votes determined mostly by its quota contribution. Committing to this process 

marked an important threshold in regional cooperation: China and Japan, among the others, obligated 

themselves to contribute funds through a mechanism in which they each could, in principle, be over-

ruled. 

Countries are eligible to draw on the CMIM in proportion to their contributions, although the pro-

portion depends on the size and development status of the member. The large ASEAN members can 

borrow two-and-a-half times their contribution and the small ASEAN members five times their con-

tribution—several times their quotas at the IMF. However, crucially, the IMF link continues to apply: 

to activate more than 30 percent of their total allotment, members must conclude an agreement with 

the IMF, which, in the case of a regular standby arrangement, requires submitting to policy condition-

ality.  

The U.S. Treasury had famously opposed the proposal of the Japanese Ministry of Finance to create 

an Asian monetary fund in 1997. A number of U.S. officials and commentators have expressed a 

strong preference for the IMF as the vehicle for financial assistance to crisis-stricken countries.9 The 

CMI was accepted in 2000 by the U.S. Treasury with the warning that “the devil is in the details,” and 

the U.S. government has repeatedly expressed the position that East Asian arrangements should link 

to the IMF. 10  

Nonetheless, many within the region would like to break the link and build the CMIM into a full-

fledged Asian Monetary Fund. Doing so would require developing an indigenous capacity for gather-

ing economic information, analyzing the vulnerabilities and prospects of members, and designing 

lending programs, including, inescapably, conditionality applied on the part of the region in lieu of the 

IMF.  

To develop regional surveillance, the member states created the ASEAN+3 Macroeconomic Re-

search Office (AMRO) in 2011.11 The body is seated in Singapore and was upgraded to the status of a 

formal international organization under public international law in February 2016. The AMRO’s 

stated purpose is to “contribute to securing the economic and financial stability of the region through 

conducting regional economic surveillance and supporting the implementation of the regional finan-

cial arrangement.” This involves assessing and reporting on members’ macroeconomic conditions and 

financial soundness, identifying macroeconomic and financial risks and recommending policies to mit-

igate them, and supporting members in implementing CMIM, as well as other activities stipulated by 

its executive committee.12  

In addition to upgrading AMRO, ASEAN+3 has launched a precautionary facility through CMIM. 

The precautionary line would, in principle, qualify members ex ante for up to two years for six-month 

financing for funds that were not linked to an IMF program and for one-year financing for funds that 

were linked. Combining the unlinked and linked portions, the five largest countries within ASEAN 

could each access up to $22.76 billion. A country that drew liquidity support under a precautionary 

arrangement but then experienced a deepening of crisis could turn to the CMIM Stability Facility for 

financing with a three-year maturity.13 

Owing to the link, activation requires extensive consultation and cooperation with the staff and 

management of the IMF. The deputies and working groups of ASEAN+3 continue to grapple with the 
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specific mechanisms through which regional and IMF officials would coordinate on requests for acti-

vation by a common member, the terms on which financing would be offered, and phasing of decisions 

and disbursements in any cofinancing contingency. Officials in the region and the IMF are conducting 

test runs on activating CMIM.  

Two large questions loom over East Asian financial cooperation. First, it should be emphasized that 

CMIM has never been activated. Until it disburses, questions will linger over whether the member 

states of the region indeed have the political cohesion and technical mechanisms required to opera-

tionalize such assistance. The second question is whether intraregional rivalries will block further de-

velopment of CMIM and AMRO—specifically, if conflicts over international security will spill over 

into the financial area. These two major uncertainties serve as the backdrop against how the IMF’s re-

lationship with these regional institutions will be defined. 

BRICS: Contingent Reserve Arrangement 

Brazil, Russia, India, China, and South Africa (BRICS) have established a precautionary facility and a 

short-term balance-of-payments facility under the Contingent Reserve Arrangement (CRA), which 

entered into force in July 2015 along with the New Development Bank.14 Together, the two facilities 

can provide to Brazil, India, and Russia up to the amount of their contribution to the CRA ($18 billion) 

and to South Africa twice the contribution ($10 billion). Of these amounts, 30 percent can be released 

without a parallel arrangement with the IMF, while the remaining 70 percent is linked to the IMF—

proportions that match exactly those in effect within the CMIM at the time.  

Decisions on qualification would be decided by five directors, appointed from the central bank 

staffs of each of the five members, constituting a standing committee and making decisions on qualifi-

cation. The criteria by which the standing committee will assess the merits of qualification may not 

have been decided and have not been disclosed, but conditions for approval include submission of doc-

uments and data, pari passu treatment at a minimum, and the absence of arrears to the other BRICS 

countries and multilateral or regional financial institutions. In addition, members must be in compli-

ance with surveillance and disclosure obligations of the IMF—Article IV, sections 1 and 3, and Article 

VIII, section 5, are specified.15 The reason for this provision is that the IMF Article IV reports are the 

best regular source of economic and financial information that the BRICS countries have about one 

another.  

These countries experienced severe external financial pressure from 2015 to 2016, but the CRA 

has not been activated. The contingencies that the members face vary from problems associated with 

economic and financial sanctions in the case of Russia to severe recession and political risk in the case 

of Brazil. The BRICS countries’ challenge to the IMF and other status quo multilateral institutions ap-

peared more potent during the buoyant phase of the global financial cycle. Whether the group has suf-

ficient common cause to deploy the CRA in difficult times remains the question. 

Latin American Reserve Fund 

The central banks of Bolivia, Colombia, Ecuador, Peru, and Venezuela created the Andean Reserve 

Fund (ARF) in 1978. The ARF was expanded in 1988 with the accession of Costa Rica and renamed 

the Latin American Reserve Fund (FLAR). It expanded further to include Uruguay in 2008 and Para-

guay in 2014.  
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Capitalized at $3.6 billion, FLAR has lent both three-year balance-of-payments loans and liquidity 

operations of one year or less—amounting to $4.9 billion and $4.4 billion, respectively—from 1978 

to 2013. These amounts might be small, but they are larger than IMF support for the Andean countries 

during the 1980s, the decade of greatest activity for the facility.16 Over the life of the institution, Ecua-

dor has been the greatest user, followed by Peru and Colombia. 

FLAR stands out among RFAs in several respects. It maintains no link to the IMF, has never denied 

a loan request, and applies no policy conditionality like the IMF to its financial support. In its lending 

policies, the facility nonetheless appears to have been relatively orthodox, has been effectively ac-

corded preferential status as a creditor by its members, and maintains a credit rating that is higher than 

the sovereign bonds of its members.17 Like its precursor ARF, FLAR is also nearly unique among 

RFAs in that it is created by and at the initiative of debtors.  

One important question for the future is whether FLAR could be scaled up by expanding member-

ship to the larger countries within Latin America—Argentina, Brazil, Chile, and Mexico—thereby cre-

ating a regional arrangement on par with those in East Asia and Europe. Although a number of experts 

have advocated this, the larger countries show little appetite for joining.18 Several factors could explain 

their reticence: governance by the one-country-one-vote rule, ideological cleavages within the region, 

and scarcity of reserves relative to other regions.19 The absence of the link to the IMF could also be 

responsible for their lack of enthusiasm. Although sometimes critical of the IMF, officials in other 

Latin American countries do not wish to be responsible for applying austerity to loans in IMF’s ab-

sence. 

European Stability Mechanism 

The ESM was fully constituted as a public international organization and established permanently in 

September 2012. Euro area member states endowed it with €704.8 billion in capital, of which €80 

billion was paid in tranches over the following years while the rest is subject to calls if needed. On this 

capital base, the ESM can borrow on the bond markets. The lending capacity is €500 billion, available 

through a broad set of instruments: loans, primary and secondary bond market purchases, and precau-

tionary arrangements. Member states can also use the facility to recapitalize private banks. The ESM 

can be tapped “if indispensable to safeguard the stability of the euro area as a whole and of its Member 

States” and “under strict conditionality.”20  

The governance of the ESM parallels that of the IMF. The board of governors, constituted by the 

finance ministers of the Eurogroup, is the senior body. The board of directors, constituted by the fi-

nance deputies, prepares decisions for the governors and is chaired by the managing director. Unanim-

ity is effectively required for decisions on capital increases, changes in financial instruments, and, no-

tably, provision of assistance to members. Under the ESM’s weighted arrangements, Germany con-

trols 27 percent of total votes, France 20 percent, Italy 18 percent, and Spain almost 12 percent.21 

The role of the IMF was written into the legal provisions for the ESM.22 The final text of the ESM 

treaty (Recital 8) incorporated the general obligation to “cooperate very closely” with the IMF. It 

added, “A euro area Member State requesting financial assistance from the ESM is expected to ad-

dress, wherever possible, a similar request to the IMF.” The threshold of “whenever possible” is vague 

and, as a legal matter, leaves the door open to an ESM program that does not include the IMF if its 

cooperation cannot be secured. As a political matter, however, there is strong support for involvement 
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of the IMF among creditor countries. Given disagreements within the euro area over financial assis-

tance, it is highly likely that a coalition of creditors will seek inclusion of the IMF as a partner in country 

programs.23  

In contrast to its posture toward Asian financial facilities, the U.S. government consistently sup-

ported the deepening of European integration in the wake of the euro crisis, including the construction 

of large financial facilities such as the ESM. At the outset of the crisis, the U.S. Treasury supported the 

inclusion of the IMF. However, as the crisis wore on, U.S. officials became keen for Europeans to avoid 

making the participation of the IMF a prerequisite for European financial assistance and stressed that 

the European Central Bank’s Outright Monetary Transactions program should not be conditioned on 

IMF involvement. 

The ESM benefits from the surveillance, analytical capacity, and expertise of the European Com-

mission, the European Central Bank, and other European institutions. Some have advocated combin-

ing some of the resources of these institutions into a European Monetary Fund (EMF).24 Such a sce-

nario could possibly also obviate the need for the IMF’s involvement in the programs for Cyprus, 

Greece, Ireland, and Portugal. One opportunity to consider movement in this direction is the five-year 

review of the ESM, at which point member states agreed to consider bringing the mechanism within 

the ambit of the formal treaty structure of the European Union (EU).25 However, the political consen-

sus that would be necessary to create an EMF is nowhere to be seen. Europe is more likely to soldier 

on with the functions of an EMF dispersed across the three institutions. According to Klaus Regling, 

the managing director of the ESM, the now well-practiced cooperation provides the functional equiv-

alent.26  

T H E  I M F ,  T H E  E U R O  C R I S I S ,  A N D  R I S K S  O F  F R A G M E N T A T I O N  

The IMF has now implemented the 2010 quota increase and reform that had been delayed for so long 

by the U.S. Congress. The increase raised total quotas to about $660 billion. In addition to its quota 

resources, which are permanent, the IMF can borrow about $253 billion through the New Arrange-

ments to Borrow (NAB) and bilateral loan agreements in the amount of about $400 billion. Borrowed 

resources can be loaned to members in need, but they are phased out if not renewed periodically.27 In 

response to objections to countries about its handling of crises, the IMF has also expanded the range 

of facilities that it offers and increased access limits. It offers precautionary financing through the Flex-

ible Credit Line (FCL) and the Precautionary and Liquidity Line. IMF officials have sought to develop 

relations with regional arrangements and maintain generally good relations with the IMF’s largest 

shareholders, China being especially important for its future. So, the IMF is in generally good health 

at the moment.  

But, in the meantime, the euro crisis has prompted a deep rethink of its relationship with regional 

arrangements and institutions.28 During the euro crisis, the IMF contributed as a financing partner to 

five country programs and is presently considering contributing to a sixth.29 It participated in the de-

sign and monitoring, but not its financing, of the Spanish banking program of 2012 to 2014. The IMF 

conducted regular Article IV surveillance of European countries and the euro area as a whole and pub-

lished reports on fiscal policies and banking union in the euro area. It also lent to central and eastern 

European countries, inside and outside the EU. 

Most of the country programs have been successful—using extinguishing the crisis and returning 

to market access as the measure of success—and troika institutions profess to have good cooperation 
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at the working level. But it is also fair to say that cooperation has been, at times, deeply frustrating for 

all of them and has placed support for the IMF among its members, particularly its non-European 

members, at considerable risk. Some areas of contention are listed below.30 

 

 Initial consultations. Although the rules of the EU are clear, confusion prevails among national offi-

cials on the sequence in which member states are obligated to consult EU institutions versus the 

IMF. Given the tendency to delay seeking external assistance until the last possible moment and to 

forum shop, confusion at this early stage can be costly in terms of the size of the total program once 

agreement is reached. 

 Division of labor. While the institutions have comparative advantage in some areas of program anal-

ysis and design and comparative disadvantage in others, the division of labor was, at best, incom-

plete.31 Ultimately, each of the institutions was deeply involved across a broad range, if not the full 

range, of program issues. 

 Program design. The institutions in the troika disagreed on many aspects of adjustment programs, 

including the fiscal path, deleveraging, structural reforms, privatization, and bank restructuring. Eu-

ropean officials complained that the IMF did not take due account of the likely spillovers from, for 

example, imposing losses on private creditors within the euro area. Most vexing from the stand-

point of the IMF was probably the fact that eurozone-wide policies that affected the viability of pro-

grams—such as the European Central Bank’s and banking regulation—lay outside the scope of con-

ditionality.32  

 Debt sustainability. Whether to lend to a country whose debt is potentially unsustainable has been a 

long-standing and hard-fought question for the IMF. Debt sustainability has thus become a central 

feature of program analysis. Because euro area countries are embedded in the institutional edifice 

of the EU and its banking system, the European institutions, by contrast, exercised greater forbear-

ance with respect to government debt. Thus, the IMF and the European institutions clashed repeat-

edly over how debt sustainability should be assessed—particularly in the case of Greece.  

 Regional governance. Officials at the IMF lamented the style, pace, and effectiveness of decision-

making within the Eurogroup, European Council, and European institutions generally as ill-suited 

to fighting fast-moving financial crises. Unanimity was either formally or effectively required for 

approval of programs and the creation of financial facilities, among other things. In many cases, 

country ratification required the explicit approval of national parliaments.  

 

The fallout from the three successive programs for Greece has been particularly consequential for 

the IMF. The first Greek program was approved by the IMF despite widespread concern that Greece’s 

debt was not sustainable. To permit the loan under the access rules within the IMF, the executive board 

approved an exemption to the requirement that debt be certified as sustainable—known as the “sys-

temic exemption”—for cases in which the stability of the international financial system was threat-

ened. In this case, debt proved to be unsustainable and was restructured in 2012. It had also become 

clear that the first program had not prevented systemic contagion. Staff officials and non-European 

and even some European members of the executive board thus came to believe that the IMF had com-

promised an important principle with no compensating benefit, and the systemic exemption was 

closed in January 2016.33 This means that a country whose debt is not clearly sustainable will, in prin-

ciple, undergo a reprofiling or restructuring before the IMF can lend.  
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The closure of the exemption has at least two consequences for regional financial arrangements, 

one immediate and the other long-term. In the coming months, the IMF will decide whether to join the 

third Greek program as a financing partner. The closure of the exemption means that some kind of 

restructuring of official European claims on Greece would be necessary to clear the IMF financing. In 

the long term, the assessment of debt sustainability could well be a flashpoint in relations between the 

IMF and other RFAs. Regional neighbors can be expected to be more invested, financially and politi-

cally, in the economies of their neighbors and thus, like Europe, inclined to greater forbearance on debt 

than the IMF. Whether RFAs will in the future be willing to lend in cases where debt might be unsus-

tainable without cofinancing from the IMF remains to be seen. 

Differences between RFAs and the IMF can also be anticipated with respect to the other four areas 

on which the IMF and the Europeans have differed. The fact that the European institutions are associ-

ated with a monetary union while the other RFAs are not means that the lessons from Europe cannot 

be translated directly to the IMF’s relationship to these regions. The monetary union has particular 

implications for program design: the size and duration of programs and internal—as opposed to ex-

ternal—devaluation. Nonetheless, while making allowances for the difference between monetary un-

ions and freestanding cases, governance, program design, program initiation, and division of labor are 

likely to define the hot spots in relations between the non-European financial arrangements and the 

IMF in the future. 

The heterogeneity of regions poses a particular challenge for the IMF. On inter-institutional coop-

eration, the role of the IMF will differ across regions, depending on regional institutions and circum-

stances, and the IMF needs to guard against treating countries differently across regions as a result. 

East Asian officials are acutely aware, and sometimes resentful, of what they perceive to be an indul-

gent posture adopted by the IMF toward the member states of the euro area. There is a limit to which 

the IMF can be stretched across different regional models without violating the principle of equal treat-

ment, though that limit might yet be unknown. Any overarching framework that established the IMF’s 

terms of engagement with RFAs would confront this problem. 

R E C O M M E N D A T I O N S  

In an effort to head off fragmentation of the GFSN, which could occur with the proliferation of RFAs, 

the G20 adopted a set of principles on cooperation between the IMF and the RFAs at the summit meet-

ing in Cannes in November 2011.34 The G20 principles are a significant step forward, recognizing 

areas of comparative advantage and identifying areas of mutual gains from cooperation. They state 

that institutions will make decisions on financing autonomously and are emphatic on one essential 

point: “RFAs must respect the preferred creditor status of the IMF.”  

However, the principles are silent on transparency and, more importantly, are also nonbinding. It is 

hard to identify any bearing that the principles have had on the operations of the troika, for example, 

or the evolution of the IMF’s relationship with non-European RFAs. So, while they represent an im-

portant step in the right direction, the principles do not yet realistically offer much protection against 

dysfunctional relations among the institutions.  

To mitigate the threat of fragmentation, the RFAs and IMF should follow through on the letter and 

spirit of the principles more fully and the G20 should elaborate on them further. 



24 
 

 

Adopt Guidelines for Inter-Institutional Cooperation 

The G20, IMF, and RFAs should explicitly adopt three broad guidelines that member states and these 

institutions should follow when considering the modalities of inter-institutional cooperation.35 These 

guidelines place greater precision on some of the existing principles.  

 Transparency. The IMF, once relatively cloaked, has become remarkably more transparent during 

the nearly two decades since the Asian financial crisis, but most RFAs lag behind it in this respect. 

Differences across facilities will tempt some parties to use the least transparent facility in a financial 

rescue. To facilitate public understanding and market credibility, regional financial facilities should 

be as transparent as the IMF. The terms of programs and governance of multilateral and regional 

arrangements, moreover, should be shared knowledge at both levels.  

 Specialization along comparative advantage. Regional institutions have a comparative advantage in 

local knowledge and “ownership,” whereas the IMF has an advantage in universal risk pooling, 

cross-regional learning, and insulation from backlash against austerity. Both can benefit from spe-

cialization according to comparative advantage and exchange, as has been acknowledged in the 

principles. Because the characteristics of RFAs vary widely, the comparative advantage of the IMF 

is likely to differ across regions.  

 Prohibition against competition in critical areas. Member states can be served by competition among 

institutions in some select areas, such as the provision of information, analysis, and forecasts. How-

ever, in other areas, such as terms of lending and policy conditionality, competition is corrosive and 

destabilizing. Left to their own devices, institutions will not necessarily compete only in the appro-

priate areas. Governments and institutions should establish clear understandings about where com-

petition is acceptable and where it is not. 

Cooperate on Precautionary Financing  

Precautionary financing is an arena in which the principles could be put into practice. While most 

RFAs have created precautionary facilities, they do not have the technical or analytical means to review 

countries for qualification. (Although the ESM could be an exception, its members have shown a 

strong attachment to involving the IMF in its programs.) By contrast, the IMF does have the capacity 

for ex ante qualification for precautionary financing. Until regional and plurilateral facilities build their 

own capacity in this respect, they can effectively borrow the capacity of the IMF.36 They should accept 

the IMF’s qualification of members for an FCL as sufficient for qualifying their own members for pre-

cautionary financing from within the region. This principle should hold under both regular qualifica-

tion for FCLs at the IMF, as it is now conducted, and for prequalification, as has been proposed.37  

Review and Elaborate on G20 Principles 

The International Financial Architecture Working Group of the G20 should take up the review of the 

principles for RFA-IMF cooperation in light of the recent experience with programs in Europe. Then, 

the group should elaborate on them in the following ways:  

 Region-wide policies. As recommended by IMF staff, the G20 principles should provide guidance on 

the matter of region-wide policies essential for program success.38 Region-wide policies will be less 

critical in areas without monetary unions than they have been in the euro area, but they will often 
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be relevant and become increasingly so over time. The principles could develop a clearer, collective 

sense on how to navigate cases where the IMF and RFA disagree on debt sustainability. 

 Inter-institutional representation. The G20 should explicitly advocate that regional governing ar-

rangements specify how they will decide on matters related to their cooperation with the IMF and 

how, as a regional arrangement, they will work with the multilateral institution. 

 Strength. The G20 principles should be invested with greater normative force, rather than being 

simply nonbinding. In strengthening the principles, the G20’s objective should be ambitious: to cre-

ate the international financial equivalent of Article XXIV of the General Agreement on Tariffs and 

Trade.39  

Reinforce U.S. Support for International Financial Institutions and Cooperation 

The United States has a strong interest in international financial stability, which derives from its global 

economic and security interests as well as the spillback on the domestic economy from crises abroad.  

To enhance effectiveness of crisis prevention, the alacrity of crisis response, and some degree of 

influence over the terms of financial rescues, the United States has a strong interest in preserving the 

coherence of the financial safety net. The development of new financial facilities at the regional and 

plurilateral levels per se is not a threat, but fragmentation of the system would undermine U.S. inter-

ests. Therefore, first of all, U.S. policymakers should support the agenda of coordinating the IMF and 

RFAs, including inter-institutional agreements and the elaboration of the G20 principles as outlined 

above. 

Second, the U.S. Treasury should adopt and articulate a consistent policy for RFAs and their rela-

tionship with the IMF. Such a policy need not approve of all regional arrangements, but it should lay 

out the principles that differentiate between acceptable and unacceptable RFAs. The U.S. Treasury’s 

enthusiasm for European facilities and coolness toward Asian facilities, for example, should be ex-

plained by reference to the fact that Europe operates a monetary union that requires stronger mecha-

nisms of mutual financial support than regions without monetary unions. The rationale should be 

made explicit in order to establish the objective basis for the difference and allay fears of bias. Whatever 

legitimate basis the U.S. government might have had for refusing to join the Asian Infrastructure In-

vestment Bank (AIIB) and opposing others’ participation, there was a widespread impression that this 

opposition was self-serving. Articulating a policy for RFAs that advances international financial stabil-

ity as well as the enlightened interest of the United States would help the U.S. government avoid such 

setbacks in the future. 

Finally, the world needs a robust IMF in order to sustain the coherence of the GFSN. U.S. partners’ 

doubts about congressional support for the IMF has been one of the reasons for the development of 

RFAs as alternatives to the IMF. The long delay in congressional ratification of the 2010 quota increase 

and reform contributed to the decision on the part of some close partners to join the AIIB, over U.S. 

objections. The U.S. Congress should support the IMF strongly. 
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A P P E N D I X :  G 2 0  P R I N C I P L E S  F O R  C O O P E R A T I O N  B E T W E E N  T H E  

I M F  A N D  R E G I O N A L  F I N A N C I N G  A R R A N G E M E N T S   

As endorsed by G20 Finance Ministers and Central Bank Governors, October 15, 2011 

In November 2010, G20 Leaders also tasked G20 Finance Ministers and Central Bank Governors to 

explore “ways to improve collaboration between RFAs and the IMF across all possible areas.” Based 

on contributions by the EU and by ASEAN + 3 countries members of the G20, the following non-

binding broad principles for cooperation have been agreed. Also, collaboration with the IMF should 

be tailored to each RFA in a flexible manner in order to take account of region-specific circumstances 

and the characteristics of RFAs.  

 

1. An enhanced cooperation between RFAs and the IMF would be a step forward towards better 

crisis prevention, more effective crisis resolution and would reduce moral hazard. Coopera-

tion between RFAs and the IMF should foster rigorous and even-handed surveillance and pro-

mote the common goals of regional and global financial and monetary stability.  

2. Cooperation should respect the roles, independence and decision-making processes of each 

institution, taking into account regional specificities in a flexible manner.  

3. While cooperation between RFAs and the IMF may be triggered by a crisis, ongoing collabo-

ration should be promoted as a way to build regional capacity for crisis prevention.  

4. Cooperation should commence as early as possible and include open sharing of information 

and joint missions where necessary. It is clear that each institution has comparative advantages 

and would benefit from the expertise of the other. Specifically, RFAs have better understand-

ing of regional circumstances and the IMF has a greater global surveillance capacity.  

5. Consistency of lending conditions should be sought to the extent possible, in order to prevent 

arbitrage and facility shopping, in particular as concerns policy conditions and facility pricing. 

However, some flexibility would be needed as regards adjustments to conditionality, if neces-

sary, and on the timing of the reviews. In addition, definitive decisions about financial assis-

tance within a joint programme should be taken by the respective institutions participating in 

the programme.  

6. RFAs must respect the preferred creditor status of the IMF.  
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Mega-Regional Trade Agreements and the Future of the WTO 

Chad P. Bown 

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).1  

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. 

T H E  N E W  R E G I O N A L  L A N D S C A P E  

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.4 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.5 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.6 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.  
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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.7 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.8 

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.9 
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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.10 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 WTO’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.11 

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. 
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R I S K S  A N D  B E N E F I T S  O F  M E G A - R E G I O N A L  T R A D E  A G R E E M E N T S  

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 RTAs have had on subsequent policy decisions: whether RTAs 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.12  

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.13 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 is that the haste of negotiators to conclude deep agreements could impose ill-conceived 

constraints on domestic regulators’ access to such policies.14 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.15 

P O L I C Y  R E C O M M E N D A T I O N S  F O R  T H E  T R A D I N G  S Y S T E M  

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 RTAs 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 
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directive to do something more about it.17 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 

in increased 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 RTA 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 RTAs 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.  
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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.21 

Today, the WTO does retain a legal mechanism to allow its members to further develop additional 

plurilateral agreements.22 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.23 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 Cancún. 

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 
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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.” 

C O N C L U S I O N  

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.25 

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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E N D N O T E S

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 

emphasis 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 
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New Multilateral Development Banks:  

Opportunities and Challenges for Global Governance  

Hongying Wang  

The relationships between regional and global institutions and among regional institutions are im-

portant and controversial in global governance. In the 1990s, with the deepening of European integra-

tion, the creation of the North American Free Trade Area, and various regional cooperation initiatives 

in the Asia-Pacific region, scholars and policymakers wondered if these regional blocs would fragment 

the global governance framework. Today, regional and other types of sub-global schemes are on the 

rise again. 

In development cooperation, there is one global institution—the World Bank Group (WBG), con-

sisting of several lending arms—and many regional institutions. In fact, there are over 250 multilateral 

development agencies, including more than twenty multilateral development banks (MDBs).1 In the 

past, the relationship among different MDBs was discussed by various groups from time to time, but 

the salience of this issue has grown exponentially in the last two years following the creation of two 

new MDBs—the New Development Bank (NDB) and the Asian Infrastructure Investment Bank 

(AIIB). The NDB is a joint venture among the BRICS countries (Brazil, Russia, India, China, and South 

Africa), which seeks to support infrastructure and sustainable development in the developing coun-

tries. The AIIB, initiated by China and jointly founded by fifty-seven member countries from Asia and 

elsewhere, focuses on mobilizing resources to invest in infrastructure in Asia. While some observers 

see the new MDBs as new sources of financing and potentially better models of development cooper-

ation, others are worried that they may undermine the WBG and traditional regional MDBs.  

It is too early to know how the NDB and the AIIB affect the existing global framework of multilat-

eral development financing because both are new institutions. However, the two banks have created 

their basic structures and rules, prepared the ground for their first investment projects, and interacted 

with other actors in international development financing. These early signs provide the basis of a pre-

liminary assessment of the likely impact of these new institutions. 

T H E  N E W  R E G I O N A L  L A N D S C A P E  O F M U L T I L A T E R A L   

D E V E L O P M E N T  B A N K S  

MDBs are international institutions that provide financial support and professional advice for eco-

nomic and social development in developing countries. Toward the end of World War II, allied coun-

tries gathered at Bretton Woods to create a new international financial order. As a pillar of the new 

system, the International Bank of Reconstruction and Development (IBRD) was created to help Eu-

rope rebuild after World War II. Later, IBRD shifted its focus to developing countries. Today, owned 

by 188 member countries and as a member of the WBG, IBRD provides loans and other development 
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assistance primarily to middle-income countries. Since the creation of IBRD, more MDBs have 

emerged, roughly in three waves.  

The first wave happened during the era of decolonization from the mid-1950s to the mid-1970s. 

The International Finance Corporation (IFC) was created in 1956 to partner with and mobilize private 

sector investments for development. As a member of the WBG, IFC offers debt and equity financing 

services to private businesses and projects in developing countries. The International Development 

Association (IDA) was established in 1960 to complement IBRD in the WBG. It aims to help the 

world’s poorest countries by making grants or concessional loans (long-term loans with low or no in-

terest). While IDA provides development assistance on concessional terms, largely financed by the 

governments of member countries, both IBRD and IFC are self-sustaining and raise most of their 

funds in private financial markets.  

Outside the WBG, a number of regional development banks were established in this era, including 

the Inter-American Development Bank (IDB), the African Development Bank (AfDB), the Asian De-

velopment Bank (ADB), the Andean Development Corporation (CAF), and the Islamic Development 

Bank (IsDB). Most of the major regional MDBs, such as IADB, AfDB, and ADB, are quite similar to 

IBRD in their governance and operations; however, CAF and IsDB have some unconventional char-

acteristics. In contrast to traditional MDBs typically dominated by Western donor countries, CAF is 

primarily owned and controlled by borrower countries in Latin America and the Caribbean. Unlike 

most other MDBs, it accepts deposits and obtains loans and credit lines from central banks, commer-

cial banks, and export credit agencies if they are related to projects financed by CAF. Similarly, IsDB 

consists of non-Western countries—all members of the Organization of Islamic Cooperation—and it 

takes deposits as a way to mobilize financial resources. Moreover, IsDB aims to assist Islamic commu-

nities according to sharia.  

A second wave of MDBs took place from the early 1990s to the early 2000s in response to devel-

opments in Europe. The European Bank of Reconstruction and Development (EBRD) came into be-

ing in 1991, following the collapse of the communist regimes in central and eastern Europe. Estab-

lished to help promote market-oriented economies in those countries, EBRD is unique among devel-

opment banks in its political mandate of only assisting countries that are multiparty democracies. An-

other European institution, the European Investment Bank (EIB), created in 1958 under the Treaty of 

Rome, expanded in 2000 to become the EIB Group. As a long-term lending institution designed to 

facilitate European integration, the EIB focuses on Europe but also makes a portion of its investment 

outside the region, prioritizing infrastructure, sustainable development, and private sector develop-

ment.  

The creation of the NDB and the AIIB represents the third and latest wave of MDBs. These new 

banks have arisen at a time of power shift in the international system from industrialized countries to 

emerging economies. Since 2000, the BRICS countries’ share of world gross domestic product has 

grown from 8 percent to 22 percent, while the Group of Seven’s share has declined from 65 percent 

to 45 percent. Unlike most traditional MDBs, the NDB and the AIIB are led by the emerging econo-

mies, with China playing a particularly prominent role. 

To assess the benefits and risks posed by the NDB and the AIIB for the existing institutions and 

framework of multilateral development financing, it is important to understand what has brought 

them into being and how much financing they will likely provide for the foreseeable future.  
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The NDB and the AIIB: Motivations and Scale 

The official rationale for creating the NDB and the AIIB points to the urgent need of infrastructure 

investment in the developing world. There is a strong consensus among international development 

institutions that infrastructure is vital for developing countries to realize their growth potential. It is 

also widely recognized that investment in infrastructure tends to be undersupplied in the marketplace 

because of its long-term nature and high risks. A commonly cited study estimates the gap between the 

current spending and the necessary investment to range from nearly $1 trillion to $1.5 trillion a year.2 

Compared with other types of infrastructure investors, such as private investors and national de-

velopment banks, MDBs have several advantages. First, because these banks—backed by sovereign 

governments—have high credit ratings, they can raise capital relatively cheaply in the marketplace. 

Therefore, they are able to extend loans on attractive terms. Second, unlike many private investors, 

these banks can afford to make long-term investments. Third, MDBs tend to be equipped with strong 

technical capacities, years of experience, significant regional presence, and local knowledge, which en-

able them to better deal with the risks of infrastructure projects in different areas of the world, espe-

cially in developing countries. 

In the early years, traditional MDBs prioritized infrastructure investment, but they moved away 

from this priority in the 1980s and 1990s. The World Bank used to direct 70 percent of its lending to 

infrastructure in the 1950s and 1960s, but by 1999, infrastructure financing had dwindled to 19 per-

cent of its lending. The IADB made 70 percent of its lending to infrastructure projects in 1981, but that 

figure fell to 10 percent in 2003. The ADB’s infrastructure investment declined less dramatically, but 

until the early 2000s, the trend was downward as well.3 

Figure 1. Infrastructure Investments by MDBs, 1950–2013 

 
Source: Chris Humphrey, “Developmental Revolution or Bretton Woods Revisited? The Prospects of the BRICS New Development 

Bank and the Asian Infrastructure Investment Bank,” ODI Working Paper 418, p. 4, http://odi.org/sites/odi.org.uk/files/odi-assets/pub-

lications-opinion-files/9615.pdf. 
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Figure 1 shows these trends, as well as that within the last decade, investment in infrastructure by 

the largest traditional MDBs has bounced back to some degree. From 2004 to 2013, the eight largest 

MDBs spent a combined average of $38 billion annually on infrastructure. While the World Bank has 

invested the most in absolute terms, that investment actually accounts for a small share of its total in-

vestment—about 30 percent, much lower than the 60 percent made by the EIB or the 52 percent of 

the ADB.4 In any case, the nearly $40 billion current annual spending by the major MDBs on infra-

structure is about 10 percent of the global spending on infrastructure.5 That is a tiny portion of the 

trillion-dollar-plus annual infrastructure financing gap. In this context, it is not surprising that the 

emerging economies have gotten together to launch new MDBs to meet their needs in this area.  

Another factor underlying the creation of the NDB and the AIIB lies in the desire of emerging econ-

omies to reform the existing system of financial governance. Developing countries have long been crit-

ical of the World Bank and other traditional regional MDBs for underrepresenting them and for im-

posing the priorities and values of Western donor countries. With growing economic power, the 

emerging economies have sought to increase their voice at international financial institutions. In 2010, 

agreements were reached at both the IMF and the World Bank to shift votes from the developed to the 

developing countries, especially to emerging economies. However, the so-called voice reform was not 

implemented in a timely fashion. The World Bank recognizes that, despite previous rounds of reform, 

many countries are still significantly underweighted with respect to their economic size, including 

three BRICS countries—China, Brazil, and India.6 At the IMF, the reallocation of votes was held up 

by the United States until the end of 2015. 

In the years leading up to the creation of the NDB and the AIIB, the emerging economies grew in-

creasingly impatient with the slow pace of reform at international financial institutions. Take China 

for example: On the one hand, Chinese officials continued to call for these institutions to carry out 

their promise of greater inclusiveness and better representation of developing countries.7 On the 

other, they began to see alternative institutions as a way to apply “reverse pressure” (daobi) on these 

institutions to act.8 A central theme in the official and popular Chinese discourse about the new MDBs 

is their function in increasing the “right to speak” (huayu quan) for China and other developing coun-

tries at the global level.9  

Besides filling the infrastructure gap and stimulating reform of the global financial system, the new 

MDBs have also been driven by the national interests of the emerging economies. Again, China pro-

vides the most obvious illustration. In recent years, China has made infrastructure development a pri-

ority of its investment overseas, pouring large sums of money into building power plants, railways, 

highways, ports, and airports in Africa, Asia, and Latin America.10 In 2013, the Chinese government 

unveiled its One Belt, One Road (OBOR) initiative, aimed at building networks of connectivity to ex-

pand Chinese trade and investment overseas. A land-based Silk Road Economic Belt goes westward 

from China through Central Asia to Europe, while a Maritime Silk Road extends southward through 

the Indian Ocean to Africa before turning north to meet the land-based Silk Road. As a leader in the 

NDB and the AIIB, China can direct some of these institutions’ financial resources to its favorite pro-

jects. In fact, in June 2016, AIIB board of directors approved the bank’s first four projects, all of which 

are power, transportation, and urban development projects along the OBOR route.  

The NDB and the AIIB can also be instruments for emerging economies to reduce their dependence 

on the U.S. dollar. Although both banks have used the U.S. dollar for their initial capitalization and 

their first loans, they plan to increase the use of local currencies over time. China, in particular, hopes 

to use both banks to expand and promote the internationalization of the renminbi. As of June 2016, 
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the NDB was set to issue its first renminbi-denominated bonds worth 3–5 billion yuan (or $460–767 

million). The bank expects to issue more bonds denominated in currencies of BRICS countries in the 

future.11 

The NDB and the AIIB are entering an already crowded area of global governance; their potential 

influence depends partly on their scale relative to the other MDBs. The NDB has $50 billion in initial 

capital subscription, with 20 percent paid in and 80 percent callable. In early 2016, the BRICS coun-

tries paid up the first installment of $750 million. The AIIB, with $100 billion in authorized capital, 

also specifies that 20 percent will be paid-in capital and the rest callable.  

Over time, the shareholder equity will likely grow as banks add the returns of their investments to 

reserves, but a more important source of lending for MDBs is borrowing from private capital markets. 

Backed by many sovereign governments, MDBs can typically borrow easily and cheaply, which ena-

bles them to lend on generous terms and still remain sustainable and even profitable. Just how easily 

and cheaply a bank can borrow depends critically on its credit rating.  

The three dominant credit rating agencies—Moody’s, Standard & Poor’s, and Fitch—evaluate the 

creditworthiness of borrowers in international capital markets. As a recent study reveals, their meth-

odologies tend to underestimate MDBs’ financial strength and seem to be particularly unfavorable to 

MDBs not led by Western industrialized countries. MDBs made up mostly of borrower countries can 

hardly ever obtain an AAA rating from these agencies, regardless of their record of repayment.12  

For the NDB, this could seriously limit its scale of operations in the initial years. Among the member 

countries, only China has an AA- rating, while all the others have ratings below or bordering invest-

ment grade. Thus, the NDB faces challenges in getting a high rating that would enable it to borrow low-

cost capital in the international financial market. As noted above, the NDB has announced that its first 

bond issuance will be in China’s onshore interbank bond market and will be denominated in the 

renminbi. This has been helped by the NDB’s AAA rating by two Chinese credit rating firms: China 

Chengxin Credit Rating Group and China Lianhe Credit Rating.13  

Compared with the NDB, the AIIB is in a more advantageous position in this regard. Its member-

ship includes a large number of non-borrower, developed countries, which will help it obtain a good 

credit rating. In September 2015, AIIB President Jin Liqun asked the three aforementioned credit rat-

ing agencies to treat the bank fairly, indicating that he thought AIIB deserves an AAA rating.14 Like the 

NDB, the AIIB is also prepared to turn to China’s capital market if borrowing from the international 

financial market becomes too costly. According to Jin, the bank could easily raise between $20 billion 

and $30 billion in China at favorable rates.15 

A recent study examines a variety of scenarios for the growth of equity and potential loan portfolio 

of the two new banks. It predicts that the NDB’s loan portfolio will grow slowly to about $45–$65 

billion in the first ten years and that AIIB’s loan portfolio will reach $70–$90 billion in that period.16 

Table 1 compares these estimates with the estimates for the World Bank (represented by IBRD) and 

other major regional MDBs. For the foreseeable future, the investment capacity of the NDB and the 

AIIB will reach a level similar to that of ADB, surpassing CAF and AfDB but falling below the World 

Bank and even the IDB. 



 46 

 

Table 1. Development Banks’ Estimated Loan Portfolios in 2025 (in billions USD) 

Source: Based on and reconfigured from Chris Humphrey, “Developmental Revolution or Bretton Woods Revisited? The Prospects 

of the BRICS New Development Bank and the Asian Infrastructure Investment Bank,” ODI Working Paper 418, 

http://odi.org/sites/odi.org.uk/files/odi-assets/publications-opinion-files/9615.pdf. 

P O T E N T I A L  B E N E F I T S  A N D  R I S K S  O F  T H E  N E W  M D B S  

Compared with trade, where regional blocs can undermine an open global system, and monetary co-

operation, where coordinated responses are required to deal with contagious financial crises, in the 

area of development financing regional and even subregional compartmentalization was not a major 

threat. For decades, the World Bank and various regional development institutions worked side by side 

and often collaborated on development strategies and projects. Cofinancing between the World Bank 

and other MDBs was an important part of their lending, serving as an instrument of aid coordination 

rather than a simple way to pool resources.17 There was no serious normative conflict among the dif-

ferent MDBs. In fact, most of the regional development banks are organized and governed in similar 

ways as the World Bank and subscribe to similar values and priorities of development assistance. They 

can be seen as “regional copies of the World Bank.”18 

This is not to say that there was no debate over the relationship among different development 

banks, especially between the regional and the global development banks: coordination was a central 

concern. For instance, a report published by the World Bank in 1996 noted that if regional develop-

ment banks, the World Bank, and other international financial institutions did not coordinate well with 

each other, “their combined presence could become wasteful and self-defeating, causing duplication 

and overlap, reducing effectiveness, and blunting responsiveness to country needs.”19 On the other 

hand, “a pre-determined division of labor among MDBs across all countries of operation could lead to 

rigidity and inertia, breeding, in turn, inefficiency and obsolescence.”20  
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By the early 2000s, some critics argued that the juxtaposition of the World Bank and the regional 

development banks did not provide adequate value added. Three radical proposals emerged to opti-

mize the MDB system. The first proposal was for different banks to seek wide-ranging harmonization 

and coordination, which was the position of most MDBs. Second, some of the banks would like to go 

their own way and develop niche functions. The third proposal would have the World Bank withdraw 

first from Asia and Latin America and later from Africa.21 

In the last few years, regional development banks have gained more favorable attention. Advocates 

for a greater role for regional banks argue that they have advantages over the World Bank due to their 

local knowledge and networks, as well as their better representation of countries in the region. But 

even these supporters for enhancing regional MDBs are aware of the potential conflict among the 

MDBs and between them and the World Bank, calling for “regulated competition” and avoidance of 

too much duplication of services.22 

The controversy surrounding the establishment of the new MDBs, especially the AIIB, has been 

much more intense than any previous discussions about regional banks and their relationship with the 

World Bank. Moreover, the anxiety about these new banks has gone well beyond the development 

organizations, involving governments, pundits, and the public. Among the more memorable reactions 

was the comment by former U.S. Treasury Secretary Lawrence Summers in early April 2015, follow-

ing the avalanche of countries applying to join the AIIB despite U.S. opposition: “This past month may 

be remembered as the moment the United States lost its role as the underwriter of the global economic 

system.”23 Now that the NDB and the AIIB are officially established and have begun to operate, it is 

time to take a closer look at what benefits and risks they might bring to international cooperation on 

development. 

Potential Benefits of the New MDBs 

The most obvious benefit that the NDB and the AIIB can bring is additional investment in infrastruc-

ture development in the developing countries. As mentioned earlier, in recent decades, the World Bank 

has greatly reduced its investment in infrastructure, instead devoting more attention to poverty reduc-

tion, good governance, refugees, climate change, and other issues broadly defined as development. By 

mobilizing finance and expertise for infrastructure development, the NDB and the AIIB can comple-

ment the World Bank in supporting different dimensions of development. Indeed, this is the expressed 

intention of the two MDBs. According to the NDB’s articles of agreement, “The Bank shall mobilize 

resources for infrastructure and sustainable development projects in BRICS and other emerging econ-

omies and developing countries, complementing the existing efforts of multilateral and regional finan-

cial institutions for global growth and development.”24 Likewise, the articles of agreement of the AIIB 

state that it “will complement the existing multilateral development banks, to promote sustained and 

stable growth in Asia.”25 

So far, there are signs that the new and traditional MDBs are cooperating well. Three of the four 

projects announced by the AIIB are jointly funded with the World Bank, ADB, the United Kingdom’s 

Department for International Development, and EBRD. Going forward, the new and old MDBs are 

likely to continue to work with one another in development financing. In May 2016, the AIIB and the 

ADB signed a memorandum of understanding regarding jointly financing sustainable development 

projects.26 At the same time, the AIIB and the World Bank signed their first cofinancing framework 

agreement.27  
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Another potential benefit of the new MDBs is that they bring a strong impetus for reform in multi-

lateral development financing. By providing developing economies with credible alternatives of devel-

opment financing, the new banks put pressure on the World Bank and older regional banks to reform 

their governance structure, investment priority, and operational rules. At the World Bank and major 

regional MDBs, wealthier members often have more decision power because they make greater finan-

cial contribution to the banks. In contrast, the NDB allocates its shares and votes equally among the 

five member countries. The equality among the member countries is also manifested in the composi-

tion of the board of governors, board of directors, and senior management. The egalitarian governance 

framework of the NDB gives the bank a democratic flavor that few other banks have. For the World 

Bank, this new model of governance serves as a reminder that to maintain its legitimacy in a rapidly 

changing world, where emerging economies are increasingly demanding to be heard and respected, 

business as usual could be unsustainable. 

In addition, both the NDB and the AIIB aspire to be leaner and more efficient than the World Bank. 

Each has a nonresident board of directors that meets periodically during the year to make the necessary 

decisions. In comparison, the World Bank maintains a resident board of directors, which is said to cost 

$70 million annually.28 The NDB and the AIIB also promise to keep their staff small, in sharp contrast 

with the WBG, which has more than ten thousand employees in more than 120 offices around the 

world. NDB President K.V. Kamath has criticized traditional MDBs for being “too rigid, inflexible, and 

slow.”29 With a smaller staff and a nonresident board, the NDB and the AIIB can potentially offer a 

more efficient model of operation than the World Bank, including faster approval of projects and less 

tension between the professional staff and the board of directors. This new model may stimulate 

change in the World Bank, pressuring it to cut costs and improve efficiency.  

Finally, emerging economies’ plan to establish their own MDBs to support infrastructure develop-

ment may well have played a role in reviving the World Bank’s interest in this area. In 2014, the World 

Bank launched a Global Infrastructure Facility (GIF). With an initial fund of $100 million, the GIF 

seeks to coordinate the efforts of MDBs, private sector investors and financiers, and governments in 

infrastructure investment. It suggests that competition from the NDB and the AIIB can be beneficial 

to the developing countries by making the World Bank more responsive to their needs. 

Potential Risks of the New MDBs  

The main concern about the new MDBs expressed by international development organizations and 

the U.S. government is that these new institutions will play by rules different than those of the World 

Bank and other regional MDBs. If that is the case, these new banks may undermine the existing stand-

ards, goals, and values that traditional MDBs seek to promote.  

Officials at the NDB and the AIIB have repeatedly proclaimed that they will follow commonly ac-

cepted rules of multilateral development financing. For instance, according to NDB Vice President 

Leslie Maasdorp, the new bank will “learn from the cumulative experiences and best practices devel-

oped over many decades by all the existing multilateral development banks.”30 Likewise, Jin Liqun of 

the AIIB states that the bank “will strive to combine the many strengths of the existing multilateral 

development banks with best practice from the private and commercial sector,” and that it will adhere 

to the principles of transparency, openness, independence, and accountability.31 
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Indeed, the NDB and the AIIB have acted in this spirit in their initial institution-building. For in-

stance, the NDB has staffed its senior management with people experienced in traditional interna-

tional financial institutions: Kamath worked at ADB for several years, Vice President Paulo Nogueira 

Batista Jr. worked at the IMF, and Vice President Zhu Qian was until recently a vice president of the 

World Bank. Similarly, Jin’s appointment as the head of the AIIB reassured international observers: he 

worked at the World Bank in the 1980s and served as a vice president of the ADB. They have also noted 

with approval the early hiring of Natalie Lichtenstein, a former assistant general counsel of the World 

Bank, and Stephen Lintner, a former senior advisor on quality assurance at the World Bank. Earlier 

this year, the AIIB appointed Joachim von Amsberg, a twenty-five-year veteran and vice president for 

development finance at the World Bank, as its vice president in charge of policy and strategy. In fact, it 

has been reported that the AIIB drafted its operations manual by revising the World Bank and ADB 

versions.32  

On the other hand, officials at the NDB and the AIIB have carefully pointed out that they are not 

going to abide by all the existing rules. In fact, following his statement about learning from existing 

banks’ best practices, NDB’s Maasdorp added, “Beyond drawing on best practices, the NDB will aim, 

in a modest way, to build what is described in our founding principles as ‘next practices.’”33 Comment-

ing on the AIIB, China’s Minister of Finance Lou Jiwei stated: “The multilateral development organi-

zations such as the World Bank and the Asian Development Bank are under constant reform, a proof 

that there is only the ‘good practice’ instead of the so-called ‘best practice.’”34  

First, the NDB and the AIIB reject the use of development financing as leverage to promote social 

and political change in borrowing countries. Commenting on the NDB, Lou said, “This bank will place 

greater emphasis on the needs of developing countries, have greater respect for developing countries’ 

national situation, and more fully embody the values of developing countries.”35 Sources familiar with 

the AIIB have also indicated that the bank’s lending will not come with conditions of privatization and 

deregulation, which used to be typical of MDB lending.36 According to AIIB President Jin, the bank 

will choose its investment projects on the basis of financial costs and returns and risk assessments.37  

Second, the NDB and the AIIB seem to diverge from the World Bank and other traditional MDBs 

on safeguards when it comes to investing in infrastructure. Over the years, in response to protests and 

demands by numerous groups, the World Bank and other traditional MDBs have developed standards 

aimed at minimizing the harm of projects to vulnerable people and the environment. While both NDB 

and AIIB stress that they intend to follow high standards in social and environmental protection, there 

are signs that their approach to safeguards may be quite different from that of the World Bank. In Sep-

tember 2015, the AIIB publicized its first-draft Environmental and Social Framework. Many nongov-

ernmental organizations (NGOs) inside and outside China are highly critical of its lack of details and 

enforcement mechanisms and the notably short and superficial consultation process.38 The NDB has 

received even harsher criticisms in this regard: it has neither published the details of its environmental 

and social safeguards nor has it consulted various groups in the process of making these safeguards.39 

The leniency of the new MDBs toward infrastructure projects that may have negative social and envi-

ronmental consequences could make them more attractive to some borrowers, who prioritize faster 

and lower-cost financing. This could undermine the ability of other MDBs, including the World Bank, 

to uphold their standards. 

One example is the new MDBs’ attitude toward financing coal-fired power plants. In 2013, the 

United Kingdom and the United States announced that they would oppose MDB financing of coal-

fired power plants except in rare cases. Other developed countries have also moved in this direction in 
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an effort to fight climate change. Since these donor countries are important members of the World 

Bank and of many regional MDBs, their position has led to drastic reduction in those banks’ lending to 

such projects. Data from the Natural Resources Defense Council indicates that MDB financing for 

coal-fired power plants dropped from $12.2 billion between 2006 and 2010 to $1.5 billion between 

2011 and 2014.40 When asked about AIIB’s position on financing such power plants, its president sug-

gested that the bank could consider doing so, arguing that in poor areas this may be the only viable way 

to get power and that access to electricity is a human rights issue.41 Some industry analysts believe that 

AIIB will boost the power sector in Asia, including coal-based power production.42 

Another potential risk of the new MDBs relates to China’s outsize role in them. The NDB has an 

egalitarian governance structure, but the reality is that, with its economy and its foreign reserves larger 

than that of the other BRICS countries combined, China exerts enormous influence over the other 

members. In the AIIB, where voting rights are largely determined by economic power and financial 

contribution, China has 26.06 percent of the votes, with India and Russia following with 7.51 and 5.93 

percent of the votes, respectively. China’s share in the AIIB is much greater than the share of the United 

States in the World Bank, which stands at 16.65 percent. With both banks headquartered in China and 

issuing their first bonds in that country, Chinese supremacy in these institutions is inevitable.  

With such dominance in the NDB and the AIIB, China is in a position to use these two MDBs to 

pursue its own foreign policy goals. As noted earlier, all four projects recently approved by the AIIB 

are along the route of China’s ambitious OBOR initiative. If the selection of future projects follows 

this pattern, the new MDBs may end up serving China’s ambitions more than the needs of other de-

veloping countries. As China expands its economic ties with neighboring countries and beyond, it is 

likely to gain greater political influence as a result.43 

Moreover, China’s leadership role in the NDB and the AIIB will likely mean influence of the Chi-

nese development model in their operations. For instance, China Development Bank (CDB) has been 

successful in financing various infrastructure projects in China and elsewhere in the world. The effi-

ciency and financial returns of these projects have often come at the expense of the environment and 

society. A detailed report by the NGO Friends of the Earth reveals that CDB has financed various 

green initiatives of the Chinese government and the overseas expansion of Chinese companies in re-

newable energy. However, CDB is also a major financier of projects with environmentally and socially 

harmful consequences, particularly in the extractive industries and large-scale infrastructure. Its safe-

guards are insufficient to protect the environment and local communities. It also lacks transparent, 

sector-specific environmental and social policies and grievance mechanisms.44 

R E C O M M E N D A T I O N S  

The emergence of the NDB and the AIIB bring both opportunities and challenges for international 

development institutions and for the United States. Wise policy choices will help maximize the bene-

fits and minimize the risks.  

Recommendations for International Development Institutions 

Traditional MDBs have shown a welcoming attitude toward new MDBs. They have responded quickly 

and constructively to the cooperative gestures made by the NDB and the AIIB. Cooperation between 
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old and new MDBs is already happening through the flow of knowledge and personnel, as well as pro-

ject cofinancing. The positive approach taken by international development institutions toward new 

MDBs has set the right tone for cooperation and sends the right signal to emerging economies. This 

should be continued and strengthened.  

Beyond maintaining this general atmosphere, four areas stand out as particularly important for fur-

ther cooperation. First, compared with the NDB and the AIIB, the World Bank has a much broader 

development agenda, ranging from poverty relief and good governance to fighting climate change and 

assisting refugees. Even though the World Bank has shown an increased interest in infrastructure de-

velopment in the past few years, its lending in this area will be limited by its other missions. It is possible 

and desirable to develop a general form of division of labor among the different MDBs to avoid redun-

dancy and to address competing development needs.  

Second, as the World Bank and the new MDBs admit, their resources are insufficient to fill the 

global infrastructure investment gap. They need to use their limited capital to facilitate private invest-

ment in infrastructure development. The GIF, created by the World Bank, is designed to integrate the 

efforts of public and private actors in infrastructure investment, with private sector partners holding 

over $12 trillion in assets under management. Having the NDB and the AIIB as formal or informal 

partners can make this platform a regular channel of coordination between these new MDBs and other 

investors.  

Third, investing in infrastructure according to high social and environmental standards can be time-

consuming and costly in the short term. In fact, a more relaxed set of standards may be a major reason 

the founders of the NDB and the AIIB feel confident they can build infrastructure faster and more 

cheaply than the World Bank and other MDBs. If the NDB and the AIIB adopt more lenient standards, 

this can pressure the World Bank to lower the standards it has developed over many years. Indeed, in 

the last few years, the World Bank has been reviewing its safeguard policies. When the first draft of the 

World Bank’s new policy, “World Bank Environmental and Social Framework: Setting Standards for 

Sustainable Development,” was published in July 2014, many development NGOs and even UN agen-

cies criticized it for having lowered the bank’s standards on the environment, labor, resettlement, and 

indigenous peoples.45 To avoid “a race to the bottom” on social and environmental governance, inter-

national development institutions need to work together with new donors, including the new MDBs. 

By cofinancing projects with the NDB and the AIIB, the World Bank and other traditional MDBs can 

ensure their safeguards are applied to those projects, but they also need to agree on a set of common 

standards to which the old and new MDBs will adhere in their own operations. Such standards are 

likely to be a compromise that incorporates the concerns and values of the traditional MDBs and the 

emerging powers.  

Fourth, the new MDBs and the World Bank, as well as other traditional MDBs, can cooperate in 

credit rating reform. The current credit rating system, dominated by the big three agencies, restrains 

the operations of the MDBs and adds unnecessary costs of borrowing for the new MDBs. This is an 

area where the NDB and the AIIB have serious concerns. There have been talks about creating a BRICS 

credit rating agency. Meanwhile, the World Bank and other traditional MDBs should also have an in-

terest in reform in this area. Many of them have been conservative in their investments to avoid the 

risks of losing their good credit rating.46 A more appropriate methodology of credit rating will allow 

many MDBs to expand their lending without significantly increasing shareholder capital. That will 

benefit many MDBs and development financing in general.  
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Recommendations for the U.S. Government  

The U.S. government has taken a cautious approach to the new MDBs. After a failed attempt to pre-

vent its allies from joining the China-led AIIB in spring 2015, the United States has moderated its rhet-

oric but it remains outside the bank, along with Canada and Japan. This policy has not been productive 

in that it has not stopped the establishment of the AIIB, nor is it likely to change the direction of the 

bank. It is in the long-term interest of the United States to work with the new MDBs rather than against 

them. Although the Barack Obama administration is not in a position to officially join the AIIB under 

China’s invitation, if only because U.S. Congress is unlikely to authorize the necessary capital commit-

ment for bank membership, it is possible for the United States to develop a less formal affiliation with 

the bank, perhaps as an observer. This will enable the United States to have firsthand knowledge of the 

bank’s operations and gain some direct influence on the bank.  

The U.S. government should also encourage Canada and Japan to join the AIIB. On one hand, this 

gesture will help offset the effect of earlier U.S. effort to discourage its allies from joining the new bank 

and reestablish the United States as an open-minded and cooperative international actor. On the other, 

with new members—especially Japan, a major Asian economy—China’s voting shares in the AIIB will 

be reduced. When the Japanese government debated whether to join the bank in April 2015, it esti-

mated that Japan would account for 14.7 percent of the total voting shares if it did.47 Currently, Euro-

pean countries plus Australia make up about 20 percent of the votes in the AIIB. If Japan becomes a 

member, the combined voting share of the developed countries will exceed that of China significantly. 

This will serve to counter China’s powerful role in the bank.  

Lastly, the U.S. government should take a more optimistic view of the new MDBs. The NDB and 

the AIIB have ushered in a third wave of MDBs at a time when traditional donors, such as the United 

States, are placing less emphasis on multilateral aid for fiscal and political reasons. This new dynamism 

in global public goods provision, brought about by the emerging economies, is encouraging. Moreo-

ver, while the United States is right to be concerned about the implications of China’s rising influence 

in the world, China’s activism in the NDB and the AIIB should not be its big worry. Rising powers 

acting under multilateralism are far less dangerous than those going their own way outside interna-

tional institutions. 
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International Human Rights Institutions:  

Competition and Complementarity  

Erik Voeten 

The relationship between global and regional human rights institutions is an issue distinct from trade, 

development lending, and finance. In the latter issue areas, there are strong global institutions in which 

the United States exerts great influence: the World Trade Organization (WTO), World Bank, and the 

International Monetary Fund. The dominance of those global institutions is being challenged by re-

gional institutions that provide similar functions. This raises concerns about forum shopping, frag-

mentation, the formation of clubs, and the ability to deliver global public goods. Moreover, the United 

States worries that the new regional institutions in development and finance may weaken its influence.  

By contrast, in human rights, the global regime is relatively weak. The United States is not a member 

of most judicialized regimes, such as the International Criminal Court (ICC), and the various optional 

protocols of global human rights treaties. Europe, the Americas, and more recently Africa have strong 

regional human rights courts that are unparalleled at the global level. The global United Nations Hu-

man Rights Council (UNHRC) is a political institution that has no regional counterpart and few tools 

to shape practices. U.S. influence is channeled mostly through institutions that do not have a specific 

human rights mandate, such as the UN General Assembly and the UN Security Council. 

To understand complementarity and competition between global and regional arrangements in the 

human rights arena, four kinds of institutions need to be distinguished:  

 First, treaties and conventions that define rights, in which global institutions have traditionally played a 

focal role. States can choose to ratify these treaties and conventions and grant their citizens do-

mestic avenues for claiming their rights. Yet, the role of global institutions masks cross-regional 

and intra-regional variation in how exactly these rights should be interpreted. A centralized judi-

cial institution to strengthen coordination is not a good approach to this issue. 

 Second, judicial and semi-judicial institutions that interpret and enforce rights commitments at the interna-

tional level, created or strengthened especially in the 1990s. These include the aforementioned re-

gional courts and the semi-judicial UN bodies that are connected to the core global treaties. The 

United States is outside this judicialized part of the rights regime. Contentious politics about 

these institutions exist almost entirely at the regional and, especially, national levels. Competi-

tion and forum shopping rank low on the list of concerns about global and regional judicial in-

stitutions. 

 Third, the UNHRC, a global political human rights body that does not have a regional competitor. Its 

main activities are peer review and votes to shame perceived offenders. The United States, after 

sitting out a term, has become increasingly active in this body.  

 Fourth, the human rights component of the decisions of international bodies—including the UN Security 

Council and the European Union (EU)—that have traditionally focused on other issue areas. Preferential 

trade agreements (PTAs) among the EU, the United States, and less developed countries now 

routinely include human rights provisions.1 This is an increasingly important component of in-

ternational rights enforcement and an area where global and regional institutions sometimes 
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clash due to different interpretations of human rights. These institutions provide more opportu-

nities for effectively addressing rights, but this requires interagency cooperation. 

G L O B A L  A N D  R E G I O N A L  E F F O R T S  T O  L E G A L I Z E  H U M A N  R I G H T S  

The most famous human rights document, the 1948 Universal Declaration of Human Rights 

(UDHR), is a nonbinding convention. It was the product of negotiations among governments with 

incompatible ideologies. Some elements of the declaration look like they were taken directly from the 

U.S. Bill of Rights, but the declaration also reflects socialist ideas such as rights to social security, de-

sirable work, trade union membership, rest and leisure, and an adequate living standard.  

The definitions of rights in the declaration has fundamentally shaped legally binding global human 

rights conventions, such as the 1966 International Covenant on Civil and Political Rights (ICCPR) 

and the International Covenant on Economic, Social, and Cultural Rights (ICESCR). Especially in the 

1990s, these core human rights treaties were supplemented with new conventions governing the 

rights of persons with disabilities, migrant workers, human trafficking victims and survivors, and in-

digenous peoples, among others. These treaties, conventions, and declarations create international le-

gal obligations if states choose to ratify them.  

In trade, PTAs often fill in gaps that are not regulated by the global regime.2 Indeed, PTAs need to 

go beyond WTO commitments. The difficulties in reaching new global agreements—with unanimity 

rule—may well be responsible for the eruption of specialized regional or cross-regional trade agree-

ments.3  

By contrast, the menu of rights offered at the global level is much broader than what any regional 

institution or state can reasonably enforce.4 Regional organizations and states choose which rights 

they prefer to give more teeth. States can voluntarily ratify treaties, issue reservations, and choose to 

accept optional protocols that grant some interpretive and monitoring authority to a global body. 

Some of these elements are incorporated in trade agreements such as the WTO’s government procure-

ment agreement, but the whole human rights system is organized like this.  

The rationale for this arrangement is that what matters is not reciprocal enforcement but the will-

ingness of states to publicly commit to a set of rights norms.5 Ratification triggers national and inter-

national accountability mechanisms that may induce governments to alter their behavior. Govern-

ments may send more credible signals if they ratify costly treaties, such as optional protocols. The vol-

untary nature of human rights commitments is central to the way the system is supposed to work. 

Customary international law (CIL) contains some human rights norms that all states need to abide 

by, regardless of whether they have ratified treaties; it is the “general and consistent practice of states 

followed by them from a sense of legal obligation.”6 Such norms can be influential when national and 

regional courts apply them or because they are otherwise institutionalized. For example, several cus-

tomary norms of international humanitarian law are embedded in military manuals. 

The lineage of the major regional human rights conventions is directly traceable to the UDHR and 

global treaties. The preamble of the 1953 European Convention on Human Rights (ECHR) acknowl-

edges this heritage in its first sentence while also emphasizing the distinct European focus in interpre-

tation and selection of rights.7 Similarly, the American Convention on Human Rights and the African 

Charter on Human and Peoples’ Rights both cite the UDHR in their preambles and directly copy its 

sets of rights, while highlighting specific rights and interpretations in accordance with regional prefer-

ences. The Human Rights Declaration of the Association of Southeast Asian Nations (ASEAN) copies 
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most of its language from the ICCPR and the UDHR while emphasizing ASEAN values, which in-

clude strict adherence to noninterference in the domestic affairs of other states.8 

The Universal Declaration and other global treaties have also shaped the way human rights are in-

corporated into national constitutions and laws.9 Some constitutions even absorb the entire UDHR.10 

The incorporation of international human rights law can work in two ways.11 In monist legal systems, 

a treaty automatically becomes part of domestic law when a government ratifies it. In dualist states, 

governments must adopt domestic legislation to translate their international legal obligations into na-

tional law. An example is the now controversial 1998 Human Rights Act in the United Kingdom (UK), 

which adopted the ECHR into British law. Many governments fail to take this step and ratify human 

rights treaties mostly as window dressing. Again, other states incorporate swaths of international hu-

man rights law into domestic law or even the constitution without meaningful mechanisms to enforce 

any of them. One extreme example is the North Korean constitution, which protects freedom of 

speech. 

The coordinating role of global instruments like the UDHR masks deep disagreements over the in-

terpretation of rights, hierarchies of rights, relative emphasis, and the extent to which international 

bodies should be interventionist in their pursuit to protect citizens from their governments. Lesbian, 

gay, bisexual, and transgender rights are considered integral to civil liberties in some countries, while 

consensual, same-gender sex is a crime deemed worthy of capital punishment in other countries. Near 

universal reverence for the UDHR should not be confused with acceptance of its contents or agree-

ment on interpretation. The UDHR serves as a focal point around which expectations about linguistic 

definitions of rights converge, but there is enormous variation in enforcement and interpretation. 

G L O B A L  A N D  R E G I O N A L  E F F O R T S  T O  J U D I C I A L I Z E   

H U M A N  R I G H T S  

Efforts to create international courts that interpret and enforce the rights created through global and 

regional treaties are old, but they really took off in the 1990s. The European Court of Human Rights 

(ECtHR) was created in 1959, but its caseload exploded in the 1990s: it issued 830 judgments before 

1990 and has issued about fifty thousand since. The court expanded its membership, and Protocol XI, 

which was adopted in 1994 and went into force in 1998, made it easier for cases to reach the court. 

About eight hundred million residents of forty-seven Council of Europe (CoE) countries can directly 

apply to the ECtHR. Before, cases were filtered by a committee. The court now gets approximately 

sixty thousand applications a year, and it can order states to give individuals remedies, such as financial 

compensation or retrials, and demand general remedies, including new legislation that should prevent 

future abuses.  

By contrast, applicants cannot directly bring their cases to the Inter-American Court of Human 

Rights (IACtHR). Instead, the Inter-American Commission on Human Rights first examines each in-

dividual petition. There are around two thousand individual petitions a year but only about a dozen or 

so judgments each year. Still, that is a considerable increase compared to the 1980s, when there were 

only a handful of cases each year. 

The African Court on Human and Peoples’ Rights only issued its first judgment on the merits in 

2013 after being created in 2007. It operates on similar principles as the IACtHR and the old ECtHR. 

It is too soon to pass judgment on this court; it took the ECtHR four decades to develop into a full-time 

court. 
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Asia does not have a human rights court. The only regional human rights organization, the ASEAN 

Intergovernmental Commission on Human Rights (AICHR), is not a judicial or semi-judicial body. 

There is no regional law to enforce.  

There is no comparable global human rights court. All the core global human rights treaties have a 

semi-judicial body that monitors implementation, most of which have been created since 1990. The 

individuals on these bodies are mostly lawyers, but they do not have the power to issue legally binding 

judgments. Typically, they offer advisory conclusions based on self-reporting by governments. This 

self-reporting can be a useful exercise, as it forces governments to systematically take stock of practices 

in a given issue area.12 The perpetrators of human rights violations are frequently not central govern-

ment actors but the police, judicial actors, or prison authorities.13 Sometimes governments are well 

aware of these issues and lack the desire and/or capacity to do anything. Yet, self-evaluation and rec-

ommendations from experts could improve practices on the margins, at least sometimes.14 

Some treaties have optional protocols that go further, if governments ratify them. For example, the 

UN Human Rights Committee is a part-time, semi-judicial body that evaluates individual complaints 

that a government has violated the ICCPR. Governments must report on the steps they take to remedy 

a violation. Yet, the committee does not have enforcement capabilities; it does not form a competitor 

to the regional courts. Many of its most influential decisions concern liberal democracies that are not 

subject to a regional court.15  

The 2006 Optional Protocol of the Convention Against Torture (CAT) allows rapporteurs to in-

spect facilities, including prisons, and report to the UN Committee Against Torture. The committee 

cannot issue legally binding judgments against states and does not consider individual complaints. The 

protocol was directly inspired by the European Committee for the Prevention of Torture, which had 

followed this model since 1987. This is an example of a regional model diffusing to the global level.  

This system does not create consequential competition between global and regional bodies. Re-

gional courts occasionally adopt judicial interpretations that are at odds with those of global bodies.16 

There may be some forum shopping. For an individual, filing a complaint with a UN committee is usu-

ally not a good substitute for filing a claim with a regional court. But there could be instances in which 

it is difficult to get access to a regional court or global norms appear more receptive to a case than re-

gional norms. An example is a recent case in front of the UN Human Rights Committee involving ac-

cess to abortion in Peru.17  

There can also be forum shopping in the context of interstate human rights disputes, which are 

somewhat rare but can be important especially in the aftermath of militarized conflict. For example, 

Georgia and Ukraine have filed cases against Russia in both the ECtHR and the International Court 

of Justice. Moreover, Ukraine has sought to involve the ICC to prosecute potential war crimes. These 

are cases about different legal issues, and the courts all offer different remedies (e.g., monetary com-

pensation, imprisonment), but there is some overlap. Inarguably, competition between regional and 

global judicial institutions ranks high among the many problems facing the international human rights 

regime. 

Politics around regional human rights courts are contentious. For example, there is serious possi-

bility that the UK may exit the ECtHR regime over controversial rulings on prisoner voting rights, the 

extradition of suspected terrorists, and, more generally, an anti-European backlash that culminated in 

the Brexit referendum.18 In Latin America, several Caribbean states left the IACtHR after rulings on 

the death penalty and Venezuela’s denouncement of the Inter-American Convention in 2013.19 
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There is also competition between national and international courts. Regional courts require appli-

cants to exhaust domestic remedies, and so in most cases in which an international court finds a viola-

tion, the ruling is directly counter to a national court ruling. Most times, national courts accept ECtHR 

judgments.20 But there are still problems with implementation, and the threat of noncompliance could 

influence ECtHR judgments.21 For example, the court’s Grand Chamber reversed a unanimous cham-

ber judgment on crucifixes in Italian classrooms after thirteen member states filed third-party objec-

tions to the initial ruling.22 Courts in Latin America frequently resist the IACtHR’s interpretations.23  

Broad consensus on the language expressed in global human rights treaties masks enormous varia-

tion in beliefs on how these rights should be interpreted. This is also what makes a global human rights 

court so difficult to imagine. Variations in just what freedom of speech, freedom from torture, gender 

equality, privacy, and other abstract rights mean are enormous across societies. Moreover, repression 

and restrictions on freedom are central to the way many abusive governments maintain power. What 

one government may call repression another views as necessary to maintain security: common inter-

pretations are not easily arrived at between, or even within, states. 

I N T E R N A T I O N A L  C R I M I N A L  L A W  

International criminal law differs from human rights law in important respects. The role of an interna-

tional criminal tribunal is to hold individuals, rather than states, accountable for war crimes and crimes 

against humanity. Efforts to judicialize international criminal law took off in the 1990s, with the crea-

tion of the International Criminal Tribunals for Rwanda and Yugoslavia, as well as the special tribunals 

for Cambodia and Sierra Leone. These are not regional courts but international efforts to provide jus-

tice in the aftermath of a specific conflict. The courts had to be created on a case-by-case basis by the 

UN Security Council. This led to multiple concerns—such as unequal resources for different conflicts, 

the possibility that political concerns could block exercises of justice, and the lack of a deterrent ef-

fect—among criminal justice advocates. 

The issue of exactly how much control the UN Security Council should have was perhaps the big-

gest stumbling block in negotiations over the Rome Treaty that eventually created the ICC.24 The ICC 

currently has three ways to get jurisdiction. First, a government can ask the ICC to investigate a situa-

tion, as in the Ugandan case. Second, the UN Security Council can refer a situation to the ICC that 

would normally fall under its jurisdiction. Examples are Sudan and Libya, which have not ratified the 

Rome Treaty. Third, the ICC’s independent prosecutor can launch investigations into a situation in a 

member country. The investigation, in 2010, into Kenyan election violence that led to the indictment 

of President Uhuru Kenyatta is the most pertinent example. 

The United States was especially concerned about the third route.25 The United States feared that 

the prosecutor might face political pressure to investigate U.S. military personnel stationed abroad. 

Indeed, the United States pressured countries into signing bilateral agreements not to extradite U.S. 

military personnel to The Hague.26 By contrast, the governments who pushed most for the ICC, the 

so-called like-minded countries, believed that a court so beholden to power politics would lack credi-

bility and legitimacy. 

The UN Security Council can suspend certain ICC investigations, has granted blanket immunity to 

UN peacekeepers, and can instigate investigations. This still leaves the UN Security Council with sub-

stantial control over the ICC’s jurisdiction even though three of its five permanent members have not 

ratified the Rome Treaty and have no intention to do so. The ICC also depends on the cooperation of 
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political actors in other ways, such as in apprehending indicted war criminals. For example, the United 

States sent troops to help find Ugandans indicted by the ICC. Clearly, the ICC operates in a world of 

power politics.27 

That said, the ICC has acted rather independently within these parameters. Even when the UN Se-

curity Council refers a situation, it does not control what the ICC does with its newfound authority. 

For example, Security Council member states probably did not foresee that the ICC would indict Su-

danese President Omar al-Bashir.28 As such, there is some competition among different global institu-

tions. 

There is no regional competitor for the ICC. A foundational principle is complementarity: the ICC 

is a court of last resort that only steps in if national authorities fail to hold fair trials.29 Indeed, the po-

tential for ICC’s success depends greatly on its ability to spur national legal reforms.30 In that sense, it 

also helps coordinate states on similar standards. 

This does introduce some competitive elements. The ICC questioned the standards by which 

Muammar al-Qaddafi’s son Saif was to be tried in Libya. Eventually the ICC relented, after receiving 

assurances about the fairness of the trial. The ICC prosecutor’s initiative to investigate Colombia if it 

would not hold trials loomed over Colombian peace negotiations. Still, national-level enforcement is 

strongly preferred.  

African countries have long expressed concern with the fact that all actual ICC prosecutions—as 

opposed to investigations—are targeted at Africans for crimes committed in Africa. Perhaps the ques-

tion is why there should not be a regional court that would be immune from such allegations. One an-

swer is that such a court would not be considered to be as credible as the ICC. Yet, the question of why 

judicialization in human rights law has primarily taken a regional form but a global form in criminal 

law has not yet been sufficiently answered in the academic literature.  

T H E  U N  H U M A N  R I G H T S  C O U N C I L  

The UNHRC is an intergovernmental body of forty-seven member states elected to three-year terms 

from the UN General Assembly. The UNHRC, as the UN Commission on Human Rights (UNCHR) 

before it, can vote to shame a country for failure to uphold international rights commitments. This 

process is inherently political. The actual rights records of countries matter but so do power politics 

and political ideology.31 China, Pakistan, and Saudi Arabia are somehow always able to escape scru-

tiny. 

The most important innovation in the UNHRC over the much-maligned UNCHR, defunct since 

2006, is the universal periodic review (UPR). The UPR is a peer-review process by which governments 

periodically comment on one another’s rights records. Predictably, this process is also highly political: 

governments reserve the most severe criticisms for their foes and sometimes lavish praise on their po-

litical, military, and trade partners.32 

It is a mistake to evaluate the UNHRC as an impartial body that holds governments accountable: it 

is political by design. As the late UN High Commissioner for Human Rights Sergio Vieira de Mello put 

it: “Let’s be frank. Most of the people in this room work for governments. That is politics. For some 

people in this room to accuse others of being political is a bit like fish criticizing one another for being 

wet.”33  
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If the activities of such an inherently political institution matter, it is because of their political nature 

rather than despite it. For example, a shaming vote by fellow governments reveals that a rights-violat-

ing country is unable to fend off criticism, which makes it vulnerable to withdrawals of multilateral 

aid.34 While governments receive fewer criticisms from military, trade, or political partners in UPR 

reviews, when such critiques are made, they are much more likely to be accepted.35 Moreover, govern-

ments that are elected to the UNHRC are more likely to keep their promises to ratify human rights 

treaties than governments that fail to get elected.36 The political judgments of other governments are 

consequential. Nongovernmental organizations attend UNHRC meetings in Geneva not to find out 

whether Saudi Arabia violates rights but to see if, and how strongly, its main allies, including the United 

States, are willing to condemn it for doing so. 

The UNHRC does not compete or even interact much with regional institutions. Reports or rec-

ommendations from the committees that monitor the various global human rights treaties sometimes 

inform the activities of the UNHRC. There are no regional political institutions whose prime objective 

is to shame countries for their failure to abide by human rights agreements, although general-purpose 

regional organizations sometimes do so in response to specific events. Perhaps regional peer-review 

exercises are too disruptive for diplomatic relations in a way that independent court judgments are not. 

One could also argue that shame may be more effective when it is doled out at the international level. 

Either way, there is no reason to expect regional competitors to the UNHRC. 

H U M A N  R I G H T S  I N  N O N – H U M A N  R I G H T S  I N S T I T U T I O N S  

Perhaps the most important development in recent years is the degree to which human rights have 

penetrated institutions that were not traditionally concerned with rights. Human rights concerns now 

influence international cooperation on economic and security issues. The most obvious examples are 

UN General Assembly and Security Council resolutions on human rights, many of which are strongly 

pushed by the United States.  

The advent of regional judicial institutions with the ability to perform rights review creates global-

regional competition. Two recent decisions by the Court of Justice of the European Union (CJEU) are 

good examples. EU treaties did not traditionally incorporate rights; this changed with the incorpora-

tion of the Charter of Fundamental Rights into the Treaty of Lisbon in 2009. This, in turn, grants the 

CJEU the opportunity to evaluate whether EU or national laws are consistent with fundamental rights. 

In Kadi v. Commission, the CJEU found that the EU’s implementation of a binding UN Security 

Council resolution regarding terrorism financing violated the rights of EU citizens because there was 

no effective judicial review of Security Council decisions to freeze bank accounts.37 The CJEU was 

careful to point out that it did not, and could not, overturn a Security Council resolution. Yet, the UN 

Security Council had to overhaul its practices for providing remedies to those who claimed their inclu-

sion was in error. There is no judicial review of UN Security Council resolutions. In some way, a re-

gional court exercised a rights-based review of the Security Council’s semi-legislative activities. 

In another judgment, the CJEU found that the Safe Harbor agreement, a major agreement between 

EU and the United States on internet governance, violates the privacy rights of European citizens.38 

The court expressed concern that data stored on U.S. servers could be subject to National Security 

Agency spying without the kind of judicial oversight guaranteed by the Fundamental Charter. The 

commercial implications are enormous, given that the business models of many U.S. firms depend 

heavily on the ability to transport data across borders. The United States and the EU may find a new 



 62 

 

agreement that would meet with the CJEU’s approval. The broader point is that international agree-

ments involving the EU should consider the possibility of rights review by a regional court with legally 

binding authority. 

In other institutional settings, the entrance of human rights has been fiercely resisted. Human rights 

are frequently inserted into PTAs, but the WTO’s dispute settlement bodies have stayed shy of them. 

Some rulings have rights implications. For example, the China publications case cuts into censorship 

practices.39 Still, the appellate body has resisted calls to directly apply human rights law, for example, 

to those norms that have become part of CIL.40 

Regional judicial bodies, however, have not been so restrained. For example, the Economic Com-

munity of West African States court was originally designed to resolve economic disputes but has es-

sentially become a human rights court. There has been backlash in some places. For instance, the South 

African Development Community (SADC) Tribunal upheld suits by white farmers who challenged 

land seizures in Zimbabwe on a human rights basis.41 As a direct consequence, the tribunal saw its 

jurisdiction to review complaints from private litigants stripped by SADC’s political body.  

Similarly, in the 1990s, national courts in Western countries increasingly started to examine human 

rights violations committed elsewhere.42 This sometimes made national courts political actors that in-

terfered with foreign policy. For example, Spain’s courts indicted U.S. and Chinese government offi-

cials for alleged war crimes violations perpetrated outside Spain against non-Spanish citizens, under 

the theory of universal jurisdiction. Spain’s legislature limited the ability of Spanish courts to do so, 

essentially shelving most international cases.43 In the United States, individuals won civil claims against 

businesses for human rights violations committed abroad under the 1789 Alien Tort Statute, until the 

Supreme Court mostly shut down that route in 2013. 

Rights review is decentralized. The extent to which and in what setting international acts should and 

can undergo rights review thus remains a politically and legally contentious issue, and one that is diffi-

cult to control. 

C O N C L U S I O N  A N D  R E C O M M E N D A T I O N S  

The international human rights regime is dysfunctional in many ways but competition between re-

gional and global institutions does not rank high among the problems. This does not mean that the 

system is not fragmented. For example, although there is a great deal of agreement on the definition of 

rights, there is a lot of variation in the interpretation of what these rights mean.  

This is not a problem that can or should be addressed by a centralized global judicial body. Indeed, 

it is not clear to what extent some fragmentation on interpretation is a problem. International human 

rights cooperation does not primarily regulate externalities from transnational interactions, although 

there is some of that (e.g., refugees). The regime attempts to influence how governments treat their 

residents. Obviously, the regime would do little good if governments interpreted their international 

legal obligations in ways that are opposite to the intentions of the treaties. Yet, small differences of 

interpretation are not problematic per se. The regime does not solve a coordination problem with 

highly intrusive centralization. Moreover, there would be no political support for this. Variation in in-

terpretation reflects cultural and political differences among countries. Over-legalization and central-

ization at the global level could backfire. 



 63 

 

Some critics argue that the global human rights system should focus on a few core rights that it can 

actually enforce.44 The idea is: “Respect for human rights around the world would likely be stronger if 

human rights law had stuck to a narrower and more clearly defined group of rights.”45  

This is a fallacy: there is, if not more, just as much controversy over what anyone would place as core 

human rights as over the new “fancy” rights that get critics excited. It is unclear what the basis is for 

believing that if there were no treaty on disabilities, there would be less torture in the world. It is im-

portant to appreciate the strengths of the global system, its ability to set an agenda, its weaknesses, and 

its limited ability to enforce rights through legal actions. Regional institutions have advantages in this 

regard, given higher degrees of homogeneity and stronger interdependencies. But recent controversies 

have shown that these advantages should not be exaggerated. Europe, in the CoE definition, is a di-

verse place, but forging homogenous norms there is by no means easy. This should not discourage 

efforts, but it does illustrate the hurdles a strong legalized global institution would face. 

Human rights treaties and institutions can nudge countries where governments already have some 

intention to reform, where civil society actors are making sufficient inroads that they can hold govern-

ments accountable, or where governments are highly susceptible to the outside influence of wealthy 

liberal democracies. The transition from communism in eastern Europe is an example where all three 

factors held and where international institutions, especially the EU and ECtHR, have done a great deal 

to improve rights.46 

The main principle underlying reforms is that rights institutions should be designed to help where 

they can matter most. This implies that there is an appropriate role for political control over judicial 

institutions. Allowing direct individual access to a regional court with great formal authority would 

accomplish little if national authorities were unwilling and had few incentives to accept the court’s 

judgments. International human rights institutions can nudge ongoing transitions, but they cannot 

function in a social and political vacuum. 

The lack of centralization and the centrality of independent judicial institutions mean that the hu-

man rights regime is not always easily susceptible to design. For example, handing the CJEU the au-

thority to perform de facto rights review is likely to have unforeseeable consequences, as does involv-

ing national courts. In that sense, human rights is not an easily controllable issue and will continue to 

invite a great deal of political controversy. 

This sometimes frustrates the U.S. government, such as when the CJEU adopts a different view on 

privacy rights than what is common in the United States or when the ECtHR prohibits extradition of 

terrorism suspects to the United States for fear of torture. Of course, U.S. courts have long frustrated 

others in similar ways. There is quite little the United States can and should do to obstruct independent 

courts from performing rights review. 

The United States is currently outside the main judicialized institutions and will have limited ability 

to reform them. Ratifying new human rights treaties seems an unlikely prospect after the defeat of the 

Convention on the Rights of Persons with Disabilities in the U.S. Senate. One sticking point for the 

United States has been the presence of semi-judicial bodies. For example, the Convention on the Elim-

ination of all Forms of Discrimination against Women (CEDAW) treaty was labeled the “anti-

Mother’s Day treaty” by domestic activists in response to comments in the CEDAW Committee, and 

interpretations by the Committee on the Rights of the Child have similarly attracted the ire of con-

servatives.47 
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The rise of populism in much of the Western world will make global interference and interpreta-

tions even more sensitive. For example, in the Netherlands, a letter by a UN official over a racist prac-

tice in a national holiday (“Black Pete”) caused great consternation and became a handy tool for popu-

list mobilization. It eventually stirred a debate over the practice and seems to have led to some shifts. 

Controversy is not always bad, but it is not clear that UN human rights institutions are sufficiently 

robust to withstand more widespread backlash. 

Globally, the United States should not overestimate shaming and coercion or underestimate tech-

nical assistance, the creation of model laws, self review, and other forms of cooperative endeavors. If 

the role of international institutions is largely to help and nudge willing governments along, then these 

types of activities are useful and relatively cheap to invest in. However, the United States should be 

aware of the limitations to communicating just with foreign ministries, which often have limited con-

trol over rights practices. Directly involving justice ministries and other agencies of the state might 

increase chance of success. 

Additionally, the U.S. government should selectively use international institutions to put pressure 

on rights-abusing countries that are asymmetrically dependent on the United States, such as Myanmar 

and Sri Lanka. Institutions, especially economic ones, are also useful for the United States to reward 

countries willing to improve. It is one thing to lift sanctions and quite another to create PTAs or work 

to provide access to the WTO, which grants a country virtually irreversible access to U.S. markets and 

severely curtails the ability of the United States to impose sanctions for human rights violations. Ob-

viously, such carrots should only be offered on condition of costly and indisputable rights improve-

ments, including the creation of credible constraints on executive power—the most reliable institu-

tional correlate of rights improvements. 

The use of non–human rights institutions to advance rights faces a number of obstacles, including 

interagency cooperation and coordination. The U.S. Department of State’s Bureau of International 

Organization Affairs is the primary interlocutor for UN institutions but not for most economic insti-

tutions. There is clear resistance to letting rights issues dominate economic agendas; the inclusion of 

Vietnam in the Trans-Pacific Partnership (TPP) is a good example of this. Indeed, the pressures could 

go in the other direction. For example, the State Department’s 2015 Trafficking in Persons report was 

criticized for upgrading Malaysia, a prospective TPP partner, even though there was no evidence of 

progress.48 

Finally, interpretations of rights norms vary. Interpretation by a centralized judicial institution 

might lead to backlash, but interpretations are malleable. The United States can help develop or ad-

vance interpretations that become focal points or that even persuade others. Perhaps the most poign-

ant example is the way international humanitarian law shapes the use of drones. There is still little 

transparency on this front, although there have been some noticeable improvements recently. Shaping 

rights interpretations is yet another domain for low-cost leadership by the United States. 
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Global and Regional Peacekeepers  

Paul D. Williams 

Today, like most periods, is a time of crisis and potential flux in peace operations. At the United Na-

tions, major high-level reviews have recently analyzed the state of peace operations, the roles of new 

technologies in peacekeeping, the global peacebuilding architecture, and the poor state of implement-

ing the women, peace, and security agenda.1 Debates about how best to implement their recommen-

dations continue. The global-regional axis is not the only dimension along which such debates are play-

ing out, but it is an important dimension, particularly in relation to Africa. 

But UN-regional relations are complicated. The UN Charter does not define what it calls “regional 

arrangements,” and these organizations come in many different sizes and serve a wide variety of pur-

poses, not all of which include conducting peace operations.2 Moreover, even in the peace and security 

realm, there is no uncontested standard against which a regional organization should be measured. In 

sum, few generalizations about the world’s regional organizations hold. 

When it comes to peace operations, there is not a uniform relationship between regional and UN 

organizations. In part, this stems from the huge variation across the world’s regional arrangements, 

many of which have little experience with peace operations and hence have not formed part of this 

debate. UN-regional relationships thus vary considerably, depending on the regional organization in 

question and the threat to international peace and security under consideration. 

However, the UN Security Council remains the single most authoritative institution on issues of 

international peace and security across the globe, including peace operations. The United Nations has 

conducted more peacekeeping operations than any other party—seventy-two between 1948 and 

2016—and has deployed, by far, the largest number of peacekeepers. This reflects the relatively high 

levels of legitimacy the United Nations can generate for its missions and the fact that the United Na-

tions is one of the few international organizations that can sustain its operations in the field due to its 

effective, if not perfect, system of financial support. 

The United Nations has never had a monopoly on peacekeeping. Between 1946 and 2016, for in-

stance, thirteen regional organizations conducted sixty-five peace operations (see Appendix A).3 Not 

only has the United Nations’ primacy sometimes been challenged but it has also frequently relied upon 

partnerships with regional arrangements to maintain international peace and security and solidify its 

own legitimacy. Particularly, since the end of the Cold War, the flow of international norms relating to 

peace operations has not all been one way from the United Nations down to regional arrangements. 

Instead, some regions have played an important role in shaping the debate. For example, Western pol-

icies related to liberal market democracy and military doctrine have heavily influenced the shape of UN 

peace operations, although they have generated pushback in some parts of the world.4 On other occa-

sions, as in Somalia and Sudan, the mantra of “African solutions for African problems” influenced the 

United Nations’ approach to peace operations, although in both cases, the results were far from suc-

cessful.5 
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Today, the nature of peace operations remains hotly debated at the United Nations and across the 

world, with considerable attention on how best the United Nations can support regional operations, 

especially in Africa. The United States has occupied an important place in these debates. As the largest 

financial contributor to UN peace operations and a major supplier of training and equipment to re-

gional forces, it is well-placed to influence constructive reforms at both global and regional levels. 

T H E  N E W  R E G I O N A L  L A N D S C A P E :  S E V E N  R E C E N T  T R E N D S  

In discourses about peace operations, regionalization is commonly understood in both empirical and 

explicitly normative terms. Empirically, it denotes the increasing participation of regional organiza-

tions in peace operations. In normative terms, it refers to the idea that each region of the world “should 

be responsible for its own peacemaking and peacekeeping, with some financial and technical support 

from the West but few, if any, military or police contingents from outside the region.”6 

As a shorthand descriptor for what is happening across the contemporary peacekeeping landscape, 

“regionalization” is misleading in several respects. First, regional organizations are not the only im-

portant actors in peace operations; the United Nations, coalitions, and states individually play signifi-

cant roles as well. Moreover, when regional organizations deploy peace operations, such forces are 

usually a coalition of willing members within the organization, not all the members equally. Second, 

regionalization is occurring unevenly across regions. While some regions are willing and able to con-

duct peace operations, others have the will but lack the relevant capabilities; some dislike the idea of 

conducting military operations but are keen to undertake political and observer missions; still other 

regional organizations have no desire to perform collective peace operations of any sort; and some 

parts of the world have no significant regional arrangements at all. Third, not all regional arrangements 

confine their activities to their own region; for example, some Western regional organizations, such as 

the European Union (EU) and North Atlantic Treaty Organization (NATO), operate well beyond their 

own neighborhoods. These are the exceptions rather than the rule in the domain of regional peace op-

erations. 

To describe today’s peacekeeping landscape as simply increasing regionalization is therefore inac-

curate. Rather, seven interrelated trends can be identified that amount to a more complex reality.  

 

 The United Nations remains the most important peacekeeper. The United Nations remains the domi-

nant peacekeeper across most of the world’s regions and clearly the single most important peacekeep-

ing actor. Since 1946, there have been seventy-two UN-led peace operations authorizing the deploy-

ment of over 415,000 uniformed personnel. Overall, the United Nations has a good track record of 

fulfilling its core peacekeeping tasks and has a financial system that can sustain its operations.7 The 

United Nations currently fields sixteen peacekeeping operations, as well as another two dozen or so 

special political missions that are usually managed by the UN Department of Political Affairs. These 

operations involve over 100,000 uniformed personnel, including troops, police, and military experts, 

and approximately 20,000 civilian staff. The United Nations, thus, currently deploys more soldiers and 

police personnel than any other actor in world politics. However, the United Nations has never exer-

cised monopoly on conducting or authorizing peace operations, and its operations have often coex-

isted or explicitly interacted with peace operations led by other actors, including regional organiza-

tions.8 The United Nations has conducted more peace operations than regional organizations have in 

both Asia and the Middle East; in other regions of the world, it is matched by regional organizations 
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(see Figure 1). Since the end of the Cold War, most of the UN peacekeepers have been deployed in 

Africa, at some points reaching as much as 80 percent of the global total (see Figure 2). 

Figure 1. Number of Regional and UN Peace Operations by Region, 1946–2016 

Source: Compiled by author. 

Figure 2. UN Uniformed Peacekeepers Worldwide and in Africa 

 
Source: Compiled by author from the IPI Peacekeeping Database. 

 

More peace operations are being conducted by regional organizations, especially now by the African Un-

ion and EU. More regional arrangements are getting involved in peace operations and have conducted 

greater numbers of missions. This trend has become particularly pronounced since the end of the Cold 

War (see Figure 3). Of the sixty-five regional peace operations conducted since 1946, forty-eight—

roughly 74 percent—took place after 1989. It is also notable that most of these post–Cold War mis-

sions were larger than their Cold War counterparts. Since the late 1990s, there have regularly been 

more than ten regional peace operations in any calendar year. During the twenty-first century, the Af-

rican Union (AU) and EU have conducted far more peace operations than any other regional organi-

zation. The AU has dramatically altered the pace, tempo, and ambition of its predecessor—the Organ-

ization of African Unity (OAU), which conducted about a dozen small observer and monitoring oper-

ations but was neither willing nor able to conduct larger multidimensional operations. The EU’s peace 

operations stemmed from the organization’s attempts to develop a common foreign and security pol-

icy after the general impotence it faced when trying to respond to the wars of Yugoslav succession in 
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the 1990s. Notably, the EU’s peace operations deploy out of area, which is rare for regional organiza-

tions, most of which focus their activities in their own neighborhoods. 

Figure 3. Number of Regional Peace Operations Since 1946 

 

Source: Compiled by author (See Appendix). 

 

Not all regional arrangements conduct peace operations. The sixty-five operations listed in Appendix A 

were carried out by thirteen different regional organizations. This means that some regional organiza-

tions, including those involved in other conflict management activities, have chosen not to conduct 

peace operations. 

The regional arrangements that participate in conflict management activities vary in their ap-

proaches across at least six dimensions: they see different types of conflicts as security challenges; they 

accord different levels of significance to conflict management initiatives; they differ in the relative em-

phasis they give to particular parts of the conflict management enterprise (e.g., prevention, mitigation, 

reconciliation, or postwar peacebuilding); they use different types of institutional frameworks for deal-

ing with conflict issues; they vary in terms of the instruments and techniques they prefer to use as part 

of their conflict management repertoire; and the geographic scope of their activities is highly uneven, 

with most staying within their own region but a few operating out of area.9  

Scholarly literature has offered four sets of explanations for this regional variation but has not come 

to a consensus on the relationship among them. The first set of explanations focuses on the exercise of 

political power, especially the roles played by internal and external hegemons.10 The second cluster 

emphasizes domestic factors, particularly the ways in which the political character of regimes can af-

fect regional choices and domestic coalitions can shape regional preferences.11 A third set of explana-

tions points to ideational factors, particularly the ways in which regional approaches to conflict man-

agement are shaped by shared security cultures that predispose their members to certain actions and 

policies.12 The fourth set revolves around collective capacity issues, since regional organizations can 

conduct conflict management initiatives only if they have relevant resources and capabilities.13 Hence, 

organizations populated by richer states with more developed power projection capabilities are more 

likely to be proactive in managing conflicts than poorer, less well-equipped states. For a regional or-

ganization to conduct peace operations, it needs to conceive of such activities as legitimate, persuade 
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some of its members to participate in particular crises, and develop the appropriate material capabili-

ties. 

 

The UN Security Council has used its authority more frequently to support regional peace operations. In 

recent years, it has become more likely that the UN Security Council will authorize regional peace op-

erations. According to the list in the appendix, it was not until 1995 that the UN Security Council au-

thorized a regional peace operation: NATO’s force in Bosnia, the Implementation Force (IFOR).14 

Since then, the UN Security Council has authorized just over 40 percent of regional peace operations. 

This suggests that in the post–Cold War era, regional organizations undertaking peace operations in-

creasingly value the additional legitimacy—and sometimes legality—that comes with receiving author-

ization from the UN Security Council. Moreover, this means most of the peace operations conducted 

by regional organizations since the end of the Cold War have generally conformed with the rules of 

the UN system rather than tried to break or bypass them. 

 

Debate over the principal purposes of peace operations continues, and some regional voices are crucial in 

this debate. The multifaceted mandates assigned to many contemporary peace operations have blurred 

the lines between activities traditionally kept distinct.15 Numerous contemporary peace operations, 

especially some of those conducted in Africa, have involved complicated mixtures of war fighting, sta-

bilization, counterinsurgency, counterterrorism, atrocity prevention, state-building, and regime-con-

solidation tasks—particularly in the Central African Republic (CAR), the Democratic Republic of 

Congo (DRC), Mali, and Somalia, where the United Nations and AU have explicitly designated enemy 

groups. Most of these tasks far outstrip the principles and guidelines on which UN peacekeeping is 

currently based.16 Consequently, much debate has occurred concerning the need to clarify the limits 

of peace operations and how to distinguish them from other tasks. Not surprisingly, different regional 

organizations have adopted different approaches or philosophies on this issue. Arguably, the most im-

portant regional input of late has been the attempts by the AU to define the philosophy behind what it 

calls peace support operations, which are not seen as beholden to the established UN principles and 

guidelines for peacekeeping.17 Particularly with regard to the use of military force, the United Nations 

has generally remained rather conservative, whereas the AU has taken a more assertive position, in-

cluding a willingness to forcibly make peace in active war zones by designating particular groups as 

enemies of the mission. Finally, it is worth noting that some regional organizations have developed 

counterterrorism and/or war fighting mechanisms rather than mechanisms to conduct peace opera-

tions per se (e.g., the Shanghai Cooperation Organization). 

 

Africa remains the region with the most intense global-regional collaboration on peace operations. It is 

often forgotten that more than fifty new peace operations have been deployed across Africa since 

2000. Moreover, more than half of all regional peace operations since 1946 have taken place in Africa. 

Since the end of the Cold War, the relative frequency of regional peace operations in Africa has be-

come even more pronounced, with nearly 73 percent—thirty-five out of forty-eight—of all regional 

peace operations taking place on the continent. Indeed, it is striking that the last fifteen peace opera-

tions conducted by regional organizations, dating back to 2004, have all taken place in Africa. Africa 

has also been, by far, the site of most UN peacekeepers deployed after the Cold War.18 

The UN-AU collaboration on peace and security has a long history dating back to at least 1965.19 

The basis for such collaboration is mutual recognition of several important facts. First, over the last 
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decade, the majority of the UN Security Council’s agenda has been occupied by peace and security 

challenges in Africa. Second, both institutions recognize that the UN Security Council has the pri-

mary—but not exclusive—responsibility for maintaining international peace and security, including 

in Africa.20 Third, both institutions acknowledge that, alone, neither can cope with the multitude of 

peace and security challenges on the continent. Both institutions now also recognize that while the AU 

is an important source of political authority for conflict management in Africa, it lacks the necessary 

material and financial capabilities to take decisive action alone to resolve these problems, as was high-

lighted by the ongoing crisis in Mali.21 On the basis of these shared insights, pragmatic and context-

specific forms of collaboration between the United Nations and AU have evolved as part of the crea-

tion of the new African Peace and Security Architecture (APSA).22 In 2006, the United Nations estab-

lished a ten-year capacity-building program to assist in this endeavor. Individual members of the UN 

Security Council also helped develop the APSA through various mechanisms, most notably the U.S. 

Global Peace Operations Initiative and the EU’s African Peace Facility, both of which started in 2004. 

Several patterns have emerged on the continent: the number of peacekeepers, missions, and budg-

ets has risen consistently; partnership peacekeeping has become the norm; and African states and the 

AU play increasingly important roles in various peace operations, both those conducted by the United 

Nations and regional organizations.23 

 

In Africa, partnership peacekeeping has become the norm, including between global and regional peace-

keepers. Partnership peacekeeping involves collaboration among various multilateral and bilateral ac-

tors and institutions to deploy one or more peace operations in the same theater.24 The most important 

and sustained partnership has been that between the United Nations and AU. However, the EU and 

several bilateral partners, notably France, the United States, and several other European states) have 

also played significant roles in fielding contemporary peace operations in Africa. Much of this work 

has been carried out under the framework of the APSA, of which the deployment of African-led peace 

operations is a central part.25 

The African context of partnership peacekeeping is further complicated by the existence of numer-

ous so-called subregional organizations, usually now referred to as Africa’s Regional Economic Com-

munities (RECs).26 While the UN Charter does not distinguish between a continental regional ar-

rangement, such as the AU, and subcontinental regional organizations, such as the African RECs, their 

centrality to the APSA has, at times, complicated the United Nations’ tasks related to some specific 

peace operations where the AU and relevant RECs do not always share the same policies. Officially, 

the relationship between the AU and RECs is supposed to be guided by the principles of subsidiarity, 

complementarity, and comparative advantage, but they have been defined in highly ambiguous terms 

and consequently often generate practical problems in implementing specific responses to particular 

crises in Africa.27 

 In sum, the United Nations remains the largest provider of peace operations and peacekeepers, but 

regional organizations have become important actors since the end of the Cold War and, particularly, 

in the past decade. Regional organizations exhibit considerable diversity in their involvement in peace 

operations. The AU and EU are most active, but some organizations play no role in this sector. Con-

sequently, the United Nations has developed innovative mechanisms to support regional peace oper-

ations. In the past decade, most peace operations and UN support have centered on Africa, where part-

nership peacekeeping has become the norm. 
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O P P O R T U N I T I E S  A N D  R I S K S  O F  R E G I O N A L I Z A T I O N  I N   

P E A C E  O P E R A T I O N S  

Two fundamental characteristics of the UN system have encouraged regional organizations to under-

take peace operations. First, Chapter VIII of the UN Charter encourages “regional arrangements” to 

be proactive in peacefully resolving conflicts that occur within their neighborhoods, but it forbids them 

from taking enforcement measures without authorization from the UN Security Council. Second, the 

United Nations’ lack of standing armed forces has meant that it often needs to delegate other actors to 

undertake peace operations on its behalf, especially those involving large-scale enforcement activities. 

The growing number of regional organizations conducting peace operations has thus provided the 

United Nations with an expanded set of options. But beyond these charter provisions, it is not always 

clear what practical support the United Nations should provide regional peace operations, and how. 

The UN Security Council’s inconsistent involvement in regional operations, especially in Africa, also 

confused the issue.28 

As a result, the United Nations developed ad hoc approaches to collaboration with regional organ-

izations. The three most common are: 

 Parallel operations, in which a UN and regional peace operation collaborate simultaneously in the 

same theater, for example, UN Interim Administration Mission and Kosovo Force (KFOR) in Ko-

sovo, UN Multidimensional Integrated Stabilization Mission and the European Union Force RCA 

(EUFOR RCA) in CAR. 

 Sequential operations, in which UN and regional peace operations deploy in sequence, usually in a 

regional-to-UN transition, such as the African-led International Support Mission to Mali 

(AFISMA) to the UN Multidimensional Integrated Stabilization Mission in Mali, but less fre-

quently in a UN-to-regional transition, such as UN Protection Force to IFOR in Bosnia. 

 Support packages, in which the United Nations provides various forms of support, usually logistical 

and financial, to a regional peace operation, such as the heavy and light support packages to the AU 

Mission in Sudan and the UN Support Office for the AU Mission in Somalia (AMISOM). 

 

Overall, these models of partnership have worked reasonably well inasmuch as they facilitated flex-

ible and pragmatic responses to various crisis zones. Nevertheless, they also revealed weaknesses and 

limitations. 

Potential Advantages of Regional Peacekeepers29 

In 1992, UN Secretary-General Boutros Boutros-Ghali argued that “in this new era of opportunity, 

regional arrangements or agencies can render great service if their activities are undertaken in a man-

ner consistent with the purposes and principles of the charter, and if their relationship with the United 

Nations, and particularly the Security Council, is governed by Chapter VIII.”30  

In some conflicts, regional organizations can provide enhanced legitimacy and sensitivity borne of 

a greater working knowledge of the relevant circumstances. Moreover, their geographical proximity 

allows regional actors to deploy and supply peacekeepers relatively quickly. In the extreme case of the 

former Soviet Union, the Russian troops that became part of the Commonwealth of Independent 

States (CIS) peace operation in Abkhazia, Georgia, were already present in the country because they 

had not withdrawn from the Soviet garrisons. In Somalia, after 2007, for instance, AMISOM struggled 

to field sufficient forces until the neighboring states were called upon to deploy troops. In CAR and 
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Mali in 2013, AU peace operations consisting primarily of states from the subregion deployed before 

the UN missions took over. 

Another potential benefit is that regional organizations can bring additional resources to peace op-

erations beyond those available from the United Nations. Indeed, in some cases, regional peace oper-

ations may be the only realistic option in conflicts where the United Nations has declined to deploy 

peacekeepers. In this sense, regional arrangements can help fill some of the gaps in international con-

flict management left by the UN Security Council’s selective approach. For example, African organi-

zations responded with peace operations where the United Nations had declined in several post–Cold 

War cases, including Burundi, Congo-Brazzaville, and Liberia in the 1990s, and in Burundi, Guinea-

Bissau, and Somalia in the twenty-first century. Regional organizations can also bring additional capa-

bilities. The EU, for instance, has provided approximately €2 billion to African peace operations since 

2004 through its African Peace Facility. Similarly, NATO has sometimes been crucial in conducting 

airstrikes (e.g., in Bosnia) and more commonly in providing strategic lift capabilities to deploy African 

peacekeepers in a variety of theaters, including Darfur and Somalia. 

In some instances, parties to a conflict may prefer the involvement of regional actors rather than the 

United Nations or other external bodies, hence the frequent calls for Arab, African, or Asian solutions 

to regional problems.31 This argument about regional legitimacy “relies on the notion that the people 

and governments in a region have a natural affinity with those in that geographic area and an inherent 

suspicion of what they perceive as outside intervention.”32 This has certainly been the case in a variety 

of conflicts, such as those in Darfur, where for four years Sudan would only permit African, and not 

UN, peacekeepers, and in the Caucasus, where Russia was ready to utilize CIS peace operations but 

was much more loathe to support UN missions. 

Another argument suggests that the region’s proximity to the crisis in question means that its mem-

bers have to live with the consequences of unresolved conflicts. As a result, regional arrangements are 

unable to disentangle themselves from an issue and hence may be more likely to sustain long-term 

peacekeeping operations. The experiences of the EU and NATO in Bosnia and the AU’s experiences 

in Somalia, for example, support this argument. 

Potential Disadvantages of Regional Peacekeepers 

Regional organizations suffer from many of the same constraints and problems faced by UN peace 

operations as well as other distinct disadvantages. Geographic proximity to a conflict does not auto-

matically generate a regional consensus on how to respond. As Paul Diehl has pointed out, although 

“one might expect regional organizations to have an advantage over the United Nations because their 

membership is more homogenous,” in fact, the “most common threats to regional peace—internal 

threats—are exactly those least likely to generate consensus.”33 Immediate neighbors often have dif-

ferent views on how a local conflict should be resolved, which often has repercussions for the deploy-

ment of any peace operation. This might encourage a tendency for forum shopping, where great pow-

ers or powerful local actors seek more pliable peacekeepers. Russia’s preference to support CIS rather 

than UN peacekeepers in the Caucasus or Sudan’s demand, reiterated in Security Council resolution 

1769, that any peacekeeping force in Darfur must retain its “predominantly African character,” are 

examples. 
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A related point is that regional organizations can be particularly susceptible to the pull of partisan 

interests, especially those associated with a regional hegemon such as Nigeria in the Economic Com-

munity of West African States (ECOWAS), Russia in the CIS, and arguably the United States in 

NATO. Because of the inability of regional organizations to act against their most powerful members, 

regional peace operations “are unlikely to be authorized in conflicts that directly involve the global 

powers or regional powers.”34 Instead, local hegemons have often used regional arrangements to le-

gitimize their activities in conflicts that are relevant to them rather than those going on inside their 

borders. This kind of manipulation was clearly evident in the Nigerian-led ECOWAS operations in 

Liberia (1990) and Sierra Leone (1997), the Russian-led CIS operations in Georgia (1994), and the 

Australian-led Pacific Islands Forum (PIF) operation in the Solomon Islands (2003).  

Compared to the United Nations, regional organizations lack considerable experience in conduct-

ing peace operations.35 Even the AU and EU, the busiest regional organizations, have undertaken only 

a small fraction of the operations conducted by the United Nations. In this sense, like the United Na-

tions, these organizations have had to learn the techniques of peacekeeping as they go. In some cases, 

the regional organizations in question, such as NATO and the PIF, have also lacked provisions to un-

dertake peace operations in their respective charters. 

As Marrack Goulding observed, another weakness is that regional organizations, with the possible 

exceptions of NATO and EU, tend to operate with relatively small bureaucracies and budgets and lack 

the administrative, logistical, and command structures necessary to manage large-scale military oper-

ations.36 The problem is, as Diehl has noted, that “merely having the authority to carry out a conflict 

management activity is not enough if the organization lacks the requisite resources [financial, political, 

and military] to take effective action.”37 This can be particularly problematic given that deploying a 

poorly equipped and funded peace operation can generate various problems in the area concerned. 

Indeed, it is notable that a serious deficiency of mission support structures has been identified as one 

of the major failings of the African Peace and Security Architecture and, consequently, the AU’s peace 

operations.38 In this sense, it is important to remember that the United Nations’ assessed budget for 

peacekeeping is one of the most sustainable forms of financial support for peace operations and is cer-

tainly far better than most regional alternatives. There is also the issue of peacekeeping standards in 

terms of training and equipment that the United Nations has developed but which are still lacking in 

many regional organizations. 

Another problem stems from the uneven levels and types of regionalization evident around the 

globe. In particular, some parts of the world, including areas of intense confrontation such as across 

the Middle East and Central and South Asia, have no regional organizations capable of conducting 

significant peace operations. Attempting to subcontract the United Nations’ responsibilities to the re-

gional level could have disastrous effects. As the former head of the UN Department of Peacekeeping 

Operations, Jean-Marie Guéhenno, warned, regionalization can encourage an “only in my backyard” 

approach that spells trouble for regions that lack the necessary capacities.39 

Finally, although the UN Security Council faces several significant problems, no other organization 

can consistently generate as much international legitimacy for its missions as the United Nations. This 

is why a growing number of regional peace operations seek authorization from the Security Council.40 

As then UN Secretary-General Boutros-Ghali concluded in 1995, if regionalization threatened to 

weaken the internationalist basis of the United Nations, it should be treated as a “dangerous” idea.41 
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R E C O M M E N D A T I O N S  A N D  C O N C L U S I O N  

With different international organizations likely to maintain distinct approaches to peace operations 

and comparative advantages, the policy challenge is how to ensure the best international division of 

labor that can deliver effective peace operations in particular crises. Pursuing the following steps would 

help: 

 Clarify the limits of UN peace operations. It will be increasingly difficult to build political consensus 

around and provide practical support to peace operations if they mean different things to different 

organizations. The UN Security Council and the Special Committee on Peacekeeping Operations 

should, therefore, urgently clarify the limits and principal purposes of UN-led peace operations. 

Specifically, these bodies should clarify the meaning of stabilization operations in the context of UN 

peacekeeping and the role of UN peacekeepers in counterinsurgency campaigns or counterterror-

ism. Training regimes and force requirements for operations should be developed in line with these 

definitions. 

 Develop a new and improved strategic partnership between the United Nations and AU. The UN Security 

Council and AU need to clarify the nature of their strategic partnership following the end of the 

United Nations’ ten-year capacity-building program for the AU in 2016. In the peace and security 

realm, this will involve developing new terms and institutional mechanisms for the relationship that 

will retain enough flexibility to adapt to new and unforeseen challenges while avoiding the problems 

of persistent ad hoc responses. Two crucial issues are ensuring that AU peace operations have ac-

cess to predictable, sustainable, and flexible funding and developing appropriate UN support mech-

anisms for them. 

 Fully implement the new U.S. presidential policy on peace operations. The United States should ensure 

rapid and full implementation of its new presidential policy on peace operations, including its stated 

aim to “lead the drive for reform of UN and regional peace operations.”42 Specifically, the United 

States should prioritize the need to develop “skilled, deployment-ready, high quality forces and en-

ablers, with capable leadership at the contingent, brigade, battalion and company levels” and make 

available to regional organizations “pre-deployment training, leadership education and training, 

joint planning, and doctrine development and implementation.” This needs to include police and 

civilian personnel, not just soldiers. 

 Establish a new funding mechanism to support the AU. To assist in these efforts, the United States 

should establish a predictable funding mechanism to support AU peace operations and headquar-

ters requirements that includes full financial accountability and African contributions. A U.S. fund-

ing mechanism to support the AU directly rather than bilateral support to troop- or police-contrib-

uting countries would help build sustainable capacity for crucial planning and mission support re-

quirements. Such support should be contingent on some level of matching funds from the AU 

member states and include a mechanism to ensure oversight of the disbursement of funds. One pos-

sible model is the EU’s African Peace Facility.43 

 Assist in the development of new standards for AU peace support operations. The United States should 

assist the AU in particular to develop training, equipment, and performance standards for its peace-

keepers as well as appropriate assessment metrics. These standards would need to be interoperable 

with those of the United Nations. The United States could make available assistance with the devel-

opment of specific training and equipment standards and methodologies for assessing peacekeeper 

performance in the field. 

 



 77 

 

Never before has it been so important for policymakers to balance regional and global forms of 

peacekeeping. While the UN Security Council retains primary responsibility for maintaining interna-

tional peace and security and is the single largest source of peacekeepers, some regional organizations, 

particularly in Africa and Europe, are playing increasingly important roles. The current challenges are 

daunting. Both global and regional peacekeepers will struggle to pacify warzones where civilians are 

deliberately targeted, factions often fight without clear political agendas, and the lines between politi-

cal and criminal violence are increasingly blurred. Better-resourced peace operations would help, but 

more resources alone will not make missions more effective. Political leadership should develop shared 

strategic vision for the United Nations and other organizations involved in peace operations, appro-

priate mechanisms through which these organizations can support one another while using their com-

parative advantages, and viable conflict resolution strategies to end the wars that peacekeepers are sent 

to manage. 
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A P P E N D I X :  R E G I O N A L  P E A C E  O P E R A T I O N S ,  1 9 4 6 – 2 0 1 6  

Peace operations involve the expeditionary use of uniformed personnel (police and/or military), with 

a mandate to 

 assist in the prevention of armed conflict by supporting a peace process; 

 serve as an instrument to observe or assist in the implementation of cease-fires or peace agreements; 

or 

 enforce cease-fires, peace agreements, or the will of the UN Security Council to build stable peace. 

 

This definition encompasses UN, UN-authorized, and non-UN operations, which may range in size 

from small observation and monitoring missions involving less than fifty personnel to multidimen-

sional operations involving tens of thousands of soldiers, police, and civilians. The list excludes: 

 training missions, such as those conducted by the EU in Somalia and Mali; 

 military interventions authorized by regional organizations, including NATO’s Operation Allied 

Force in Kosovo (1999); and Operation Boleas in Lesotho (1998) and Operation Sovereign Legiti-

macy in the DRC (1998), both of which some members claimed were authorized by the Southern 

African Development Community; 

 cases where regional arrangements have authorized but failed to deploy peace operations, such as 

the Intergovernmental Authority on Development peace mission to Somalia (2005) and the AU-

authorized African Prevention and Protection Mission in Burundi (2015). 
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Table A1. Regional Peace Operations Since 1946 
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Source: Based on Alex J. Bellamy and Paul D. Williams, “Trends in Peace Operations, 1947–2013,” in Joachim Koops et al, eds., The 

Oxford Handbook of United Nations Peace Operations (Oxford University Press, 2015). 
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