Journal of Economics and Economic Education Research Volume 25, Issue 6, 2024

THE FUTURE OF TRADE AGREEMENTS:
BALANCING NATIONAL INTERESTS AND GLOBAL
BENEFITS

Yiming Hommes, University of Amsterdam, Netherlands
ABSTRACT

Trade agreements have long been essential instruments in promoting economic growth,
enhancing international cooperation, and driving global prosperity. However, the landscape
of trade agreements is shifting as nations increasingly seek to balance their own economic and
political interests with the advantages of globalization. This article explores the evolving role
of trade agreements, examining the challenges posed by emerging issues such as climate
change, digital trade, and economic inequality. It also addresses the tension between national
sovereignty and the need for multilateral collaboration, exploring pathways toward trade
policies that maximize global benefits while respecting individual country priorities. The
analysis underscores the importance of adaptive, inclusive trade agreements that promote fair
competition, sustainable development, and resilience against global disruptions.
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INTRODUCTION

Trade agreements have historically served as cornerstones for economic policy and
international relations, fostering cross-border collaboration and mutual economic benefits.
These agreements range from bilateral accords between two countries to expansive multilateral
treaties involving multiple nations, and they govern everything from tariffs and trade barriers
to environmental standards and labor protections. As we move further into the 21st century,
new challenges and priorities are forcing a reconsideration of trade agreements’ objectives,
scope, and impacts (Baucus, 1989).

Countries entering trade agreements often aim to bolster their domestic industries,
secure access to foreign markets, and protect their citizens' welfare. At the same time, the
increasing interconnectedness of global economies requires states to account for collective
benefits, including improved trade flows, lower prices, and enhanced global stability. The
tension between these priorities can make trade negotiations complex and contentious,
especially as nations weigh national economic interests against potential global benefits
(Budiana, 2024).

Trade agreements have not always distributed benefits equally, and economic
disparities within and among countries have become a growing concern. While wealthier
countries often experience significant gains, less developed nations can face challenges in
adapting to global competition. Ensuring that trade agreements include provisions that address
these disparities—such as capacity-building measures for developing countries—can
contribute to more equitable economic outcomes and enhance the global community's
resilience (Fues & Messner, 2016).

As digital trade continues to expand, trade agreements are increasingly incorporating
provisions that govern cross-border data flows, intellectual property rights, and cybersecurity
standards. This shift reflects the critical role of technology in modern economies and the need
for rules that protect digital innovations while facilitating open access to information and
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technology across borders. Countries must collaborate on policies that ensure a fair digital
playing field, respect data privacy, and promote innovation while managing security risks
(Puslecki, 2016).

Trade agreements are now being shaped by growing environmental concerns,
particularly around climate change. Many modern agreements include "green" provisions that
encourage sustainable practices, reduce carbon emissions, and promote renewable energy use.
Balancing trade liberalization with environmental standards can support global climate goals
and help nations transition to sustainable practices without sacrificing economic growth.
However, aligning environmental priorities with trade policies remains a significant challenge
(Regan, 2006).

To promote fairness in global trade, many trade agreements have started to include
labor standards that protect workers’ rights. By establishing minimum labor protections and
fair wages, these provisions aim to create a level playing field that prevents "race to the bottom"
scenarios, where countries with lower labor costs undercut competitors. Effective enforcement
of these standards is crucial to preventing exploitation and ensuring that trade benefits reach
workers in all countries (Sende, 2023).

The recent trend toward regional trade agreements, such as the United States-Mexico-
Canada Agreement (USMCA) and the Regional Comprehensive Economic Partnership
(RCEP), has led some to question whether multilateral agreements like those under the World
Trade Organization (WTQ) are becoming less relevant. While regional agreements can address
specific regional concerns and facilitate quicker implementation, multilateral agreements offer
a more comprehensive approach to trade liberalization. Balancing these two approaches will
be essential to maintaining an open, inclusive global trade environment (Shaffer, 2019).

Geopolitical dynamics are increasingly influencing trade agreements, with countries
using trade policy as a tool for diplomacy and influence. Trade sanctions, tariffs, and strategic
agreements have become ways for nations to assert power or respond to security concerns. In
this environment, trade agreements must navigate political landscapes that can complicate
cooperative efforts, with implications for both economic stability and security (Thomas &
Weber, 2005).

The rise of artificial intelligence (Al) and other advanced technologies is reshaping the
economic landscape, creating new opportunities and challenges for international trade. Trade
agreements will need to evolve to account for Al's impact on labor markets, intellectual
property, and consumer protection. Policymakers face the task of crafting agreements that
balance technological innovation with ethical considerations, ensuring that trade in the Al
economy is fair, safe, and accessible (Travalini, 2009).

Inclusive trade policies that address inequality and support marginalized communities
within countries are gaining attention. Trade agreements can play a role in promoting
inclusivity by ensuring that their benefits extend to small businesses, rural communities, and
disadvantaged populations. By incorporating social protections and development-oriented
provisions, trade agreements can contribute to economic resilience and reduce vulnerabilities
(Yotova, 2019).

CONCLUSION

The future of trade agreements lies in their ability to evolve with the changing global
landscape. By incorporating flexibility, inclusivity, and adaptability, trade agreements can
balance national interests with the collective good, fostering economic growth that benefits all.
Embracing policies that promote sustainability, fair competition, and resilience will enable
countries to navigate economic complexities and shape a more prosperous, stable world.
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