Multi-prong approach that supports free trade, integration, and strong defense reinvigorates liberal order 
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As the United States emerges from the global economic crisis, it has the opportunity to refocus and reinvest in the liberal economic order it helped create and shape it for the future. Multilateral institutions within this order emerged stronger and more resilient after the crisis, with their relevance and need underscored. However, their continued centrality to the system rests on leadership from within, most notably from the United States. Existing multilateral financial institutions, such as the IMF and World Bank, will inevitably evolve to reflect changing realities and a shifting economic balance of power. American policy should work to ensure that these changes are consistent with liberal economic norms and reflect the legitimate needs of partners that share and benefit from this order. New institutions, meanwhile, have arisen and will continue to arise, sponsored by powers that may wish to challenge the existing order. The US, together with its allies, should strive to embrace these new institutions and engage constructively with them, encouraging them insofar as they reinforce liberal economic norms, discouraging them when they challenge those norms and, in general, urging them to engage collectively as part of a larger multilateral system, rather than seek to operate as an alternative. Free Trade and the Global Trading System Free, fair and open rules-based trading systems are the cornerstone of the liberal economic order, whether through the World Trade Organization (WTO) or regional trade agreements with partners. The US has benefitted from this system that it helped create, both economically and strategically, while at the same time advancing US interests and values. Other partners within this system have also benefited, including the new rising economic powers and especially China. The US currently has a robust trade agenda underway and should push forward to realize both the Trans-Pacific Partnership (TPP), made up of 12 countries and encompassing 40% of global GDP and one-third of all trade, and the Transatlantic Trade and Investment Partnership (TTIP), made up of the US and its EU allies representing $1 trillion in trade every year. While not every trade agreement is a good agreement, both of these agreements should enable the US and its partners to set new and higher standards of trade that will raise the bar throughout the global trading system. Both the TPP and TTIP agreements are ambitious in scope and substance. Congress and the American public will need to understand fully how the US can benefit from them, both economically and strategically. Given concerns expressed about trade on both sides of the political aisle, there is no guarantee that divisions between parties, and within parties, might not squander this opportunity. These trade agreements must fully incorporate the will of Congress as set forth in Trade Promotion Authority by law. Having accomplished this objective, the US must then lead with these two important regional trade agreements to shape the future of globalization and the multilateral system. The US should also continue to push forward productive initiatives at the WTO, such as the 2013 Trade Facilitation Agreement, now awaiting ratification, which could improve efficiency in the global trading system by reducing costs and administrative burdens associated with moving goods across borders. While enhancing and enforcing the legal and institutional architecture of the global free trade system is of strategic and economic importance to the United States, so too is the imperative that trade routes channeling trillions of dollars’ worth of goods around the globe remain open and safe for trade and commerce. Whether in the South China Sea or in Arctic waters, the principle of freedom of navigation underpins the global trading system and must be maintain Global Agenda Council on the United States - Strengthening the Liberal World Order Existing Institutions and the Bretton Woods System The United States was the principal founder of the institutions in the Bretton Woods system, including the IMF and World Bank. These institutions have been important partners in supporting the liberal order. The US and its allies have looked to these institutions to address the economic dimensions of the Ukraine crisis and the West African Ebola crisis. As the largest shareholder, the US has led these institutions through many transitions. These institutions need to be robust, representative and legitimate to work. This means that they need to reflect economic realities, including the growing economic contributions of nations like China and India. A multilateral economic institution in which the Benelux countries have a greater voting share than China cannot expect to play a central role in the global economic order of the 21st century. Because the US has an interest in the continued health and legitimacy of such institutions, it is in America’s interest to support the necessary reforms of those institutions. There is enough blame to go around, but for several years Congress failed to approve the US-led 2010 IMF quota reforms to expand representation of emerging economies to reflect their role in the global economy and increase financial resources. As a result, the US risked losing a substantial degree of influence at the IMF or seeing the IMF itself delegitimized. China and others benefitted from US inaction on IMF quota reform to gain support for the AIIB and the New Development Bank. In the future, Congress and the Administration need to act cooperatively and decisively to show that the US will engage constructively and lead the IMF through transitions to come. Further, Bretton Woods international financial institutions play a crucial strategic role in the rules-based liberal international economic order and should not be taken for granted. The United States must refocus and re-invest in its own system and provide the financial and intellectual resources necessary to ensure that these institutions can fulfil their mandates. In addition to contributing sufficient financial resources, this includes ensuring continuous, highly qualified US representation on each of the executive boards of these institutions. The past several years have seen many of these board seats left vacant. The US should continue to be actively involved in leadership selection as the management terms at these institutions come to an end. Finally, the US should seek ways to amplify the impact of these institutions in the field of public-private cooperation. In a world in which private capital flows to developing countries outweigh official development assistance by more than 10:1, finding ways to meld institutional actors and business is crucial. This entails standard-setting, confidence-building and ensuring the existence of predictable rules and legal security. Here the Bretton Woods Institutions and especially the World Bank Group play a key role. The US should lead the push to reinforce the IFC and, in particular, to strengthen the Multilateral Investment Guarantee Agency through bolstering its mandate and increasing its operational funds. Channeling the forces of the private sector is one of the challenges and necessities of the global liberal economic order. New Institutions Rising economic powers have already responded to their lack of proportional influence at existing development institutions by creating new institutions, such as the New Development Bank and the AIIB, where they can wield greater influence. The emergence of new institutions must be expected, and some of these new institutions may well challenge not only the existing institutions, but also the liberal economic order itself. It is very much in the interest of those with a stake in the liberal economic order for the US and its allies to help shape these new institutions in a way that is compatible with the existing liberal economic order. This is possible. Over the decades since World War II, new regional development institutions emerged without the United States’ direct involvement, such as the Islamic Development Bank, CAF (the Development Bank of Latin America) and the European Investment Bank, with each finding its role within the greater development institutional system and leaving the overall system no weaker. The United States should strongly encourage new development and financing institutions, like the New Development Bank and the AIIB, to collaborate and integrate with existing regional and multilateral development institutions to ensure they uphold high standards. It should also be willing to embrace them if they prove through their actions that they aim to complement and engage rather than compete in the existing system. 
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