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Abstract

Artificial intelligence (Al) is transforming work across the globe, challenging governments
to address job displacement through domestic and trade-related measures. This Essay
argues that WTO rules lack the coherence and flexibility needed to address Al-induced
labor disruption. Without reform, members may resort to unilateral responses that strain
the multilateral trading system. This Essay proposes a labor-sensitive framework
grounded in (1) distinguishing between automation and complementary Al, (2) allowing
calibrated policy space to adopt trade measures that protect workers. This framework
aims to preserve the WTQO's legitimacy while responding to Al's systemic disruption. By
placing labor and economic security at the center of trade governance, it advances a
credible path toward resilience in the age of Al.

I. Introduction

Artificial intelligence (Al) has the potential to displace workers  and threaten job and
economic security.[1] The World Trade Organization (WTO) must proactively address
these problems to remain relevant and to support global Al development that protects
workers in line with the emerging principle of human-centered trade .[2] While Al's
precise effects remain uncertain, governments must prepare to mitigate job losses

[3] The WTO should enable such efforts by developing tools to distinguish between
legitimate labor protections and disguised protectionism.[4] [5]
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This Essay advances four claims. First, the diffusion of Al will cause significant job
displacement across sectors and borders. Second, governments will be forced to
respond with labor-protective measures, many of which are trade-related measures,
including prohibitions, import restrictions, tariffs, safeguard measures, and subsidies.
Third, under current WTO rules, many such measures are prohibited or clouded by legal
uncertainty. Fourth, to remain credible and relevant, the WTO should evolve to permit
calibrated flexibility for employment-protective policies while constraining state support
for the development of harmful Al. This Essay does not argue that the WTO should
govern labor markets. Rather, as governments respond to Al-induced job displacement
through the implementation of domestic policies—whether through trade restrictions,
subsidies, or safeguards—these responses will increasingly test the boundaries of WTO
law and the credibility of the organization.

Two central observations underscore this border argument for a more adaptive and
labor-sensitive WTO framework. First, different types of Al produce divergent labor
effects —automation-oriented Al tends to substitute for human labor, while
complementary Al augments it .[6] The widespread adoption of automation Al could
lead to large-scale labor displacements. Second, Al adoption is uneven, allowing
advanced economies to reap disproportionate gains while exacerbating vulnerabilities
elsewhere, including eroded competitiveness and employment shocks.[7] Recognizing
and addressing these challenges is essential to future-proof the multilateral trading
system and ensure credible responses to technological change.

These characteristics of Al expose WTO law to systemic stress and require new thinking
about how trade rules can preserve flexibility and robustness in an era of rapid
technological change. Existing trade agreements fail to account for these new realities,
such as the General Agreement on Trade in Services (GATS), the General Agreement
on Tariffs and Trade (GATT), the Agreement on Safeguards, and the Agreement on
Subsidies and Countervailing Measures (SCM Agreement). As will be discussed in depth
in Part Ill, the existing rules of the WTO are inadequate to address the systemic and
cross-sectoral nature of Al's disruptions. The good-service dichotomy[8] falls short in
regulating the far-reaching impacts of Al, which blur the boundaries between goods and
services and cut across multiple industries simultaneously. The GATS focuses on sector-
based competition and presumes technological neutrality,[9] making it difficult to address
cross-cutting disruptions caused by general-purpose technologies like Al. Under the
GATT and the Agreement on Safeguards, product-specific tools are ill-suited to a
general-purpose technology, whose labor impacts cut across industries. Existing subsidy
disciplines under the SCM Agreement only regulate support for physical products, and
thus fail to adequately address harmful Al subsidies,[10] while providing insufficient
flexibility for members seeking to protect workers. Taken together, these issues limit
members states’ ability to address cross-border job loss caused by Al.

This Essay proposes a labor-sensitive Al trade framework built on three pillars. First,
WTO rules should permit differential treatment between automation-oriented Al that
substitutes for workers and complementary Al that augments them. Second, members
should be allowed to adopt policies that are labor-protective, including a special Al
safeguard that can address cross-sectoral disruptions in goods and services and
recognize job loss alone as injury. Third, subsidy rules should tighten disciplines on
subsidies that accelerate automation-led displacement while protecting “Al-transition”
subsidies for severely impacted industries and worker-augmenting technologies.
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For clarity, this Essay treats Al as a general-purpose technology: a foundational
capability that diffuses across sectors. Because general-purpose technologies are
embedded in many different activities, their effects are not confined to a single “product”
or “service” market. Their cross-cutting character is why WTO rules organized around
sectoral schedules (GATS) and product-specific characteristics (GATT/Agreement on
Safeguards) struggle to address Al-driven labor displacement.

Scholars have started to explore  Al's impact on the WTO.[11] For example, previous
scholarship on Al and trade has examined Al’s regulatory implications for cross-border
data trade ,[12] algorithmic bias ,[13] data governance ,[14] algorithmic
accountability ,[15] and consumer protection .[16] One scholar, Lucian Cernat , has
highlighted how accelerating the adoption of robotics and Al is intensifying the long-term
decline in the labor intensity of exports, suggesting that even as global trade expands,
fewer jobs may be supported by export sectors—particularly in countries where
employment is closely tied to trade.[17] While such observations underscore the urgency
of understanding technological disruption in global labor markets, there has been
insufficient research into Al's impact on labor displacement and the trade policy
implications that have resulted from it. This gap leaves critical questions unanswered
about whether and how the multilateral trading regime should respond to the economic
and job security risks posed by Al-driven job displacement.

Even if some projections foresee limited or even positive net employment effects from Al,
plausible risks alone justify proactive institutional planning. The WTO must allow labor-
sensitive national responses and support less-developed countries in managing Al-
related pressures.

Part Il surveys evidence on exposure to and distributional risks of Al-driven
displacement; Part Il then explains why national responses to Al will test WTO law’s
boundaries. Part IV details doctrinal shortcomings across the GATS, the
GATT/Agreement on Safeguards, and the SCM Agreement. Part V advances the reform
blueprint. The Essay concludes by considering Al's implications for the WTO'’s
legitimacy.

2. Al’s Impact on Job Displacement

The impact of Al on jobs has become a serious concern for academia and policymakers,
particularly due to the development of Al agents —autonomous systems that can
execute multi-step tasks without the need for continuous human oversight. Al could
disrupt labor markets in two mutually reinforcing ways: first, by altering the nature and
structure of work, including how tasks are divided between humans and machines, the
skills demanded, and the organization of production, and second, by shifting global
competitive dynamics in ways that could erode labor-intensive sectors across borders.
An effective policy response must address both levels of disruption.

The automation introduced by Al can lead to large-scale job displacement in certain
sectors. Notably, Al's impact on high-skilled, office-based jobs may be especially
profound and unprecedented , given that cognitive and decision-making tasks are
increasingly subject to automation .[18] According to an International Monetary Fund
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(IMF) Staff Discussion Note, nearly 40 percent of global employment is exposed to Al,
with advanced economies facing an estimated 60 percent exposure rate.[19]

By contrast, laborers in emerging markets and low-income countries appear less directly
exposed to Al, largely due to their lower share of high-exposure occupations.

[20] However, this “exposure” metric overlooks indirect risks transmitted through global
economic competition. As firms in advanced economies adopt Al and improve their
productivity, workers in less-developed countries may face mounting pressures due to
widening productivity gaps and the reshoring of previously offshored production.

[21] Without the requisite capacity, infrastructure, institutional framework, and skilled
labor to adopt Al, these economies risk losing capital and market share to more
technologically advanced competitors. This reality could deepen structural vulnerabilities.
[22] Moreover, by enabling the automation of both production and services, Al may
reduce the incentives to offshore, thereby further diminishing the demand for labor in
developing countries. Because the labor-displacement effects of Al cross national
borders, the relatively lower direct exposure in less developed economies should not
offer reassurance. Workers in these economies may be affected not only by their own
adoption of Al, but also by foreign automation that intensifies competitive pressures.
These disruptions extend beyond digital services to include traditional trade in goods, as
Al-powered automation in factories can displace workers abroad. This dynamic evokes
parallels with historical episodes of labor dislocation, such as the collapse of India’s
textile sector during the Industrial Revolution—a cautionary precedent potentially echoed
in today’s Al-driven shifts in global trade competitiveness.[23]

Al-induced job displacement is no longer a theoretical concern. A prominent example is
the emergence of corporate strategies that are shaped by the use of Al. These strategies
include large-scale layoffs and hiring freezes explicitly linked to the integration of Al,
such as Al agents. Some of the companies that have deployed these strategies

are Shopify ,[24] IBM ,[25] Salesforce ,[26] Microsoft ,[27] and Amazon

[28] While Al may not yet fully replace human capabilities, these corporate decisions
reflect a clear preference to restructure workforces around Al and the efficiency it offers.
The cases above offer early but concrete evidence of a growing displacement trend—
where layoffs and hiring freezes are directly or indirectly linked to Al adoption. Even

as some new jobs emerge ,[29] the scale and nature of displacement demand closer
attention, especially when companies treat such job loss as an acceptable cost of
innovation and economic productivity.

The cumulative effect of these and future firm-level trends is not abstract. When workers
are displaced on a large scale and cannot find new employment, the impact extends
beyond individual hardship to broader social and economic harms. Even those who do
manage to find work again, particularly in countries lacking robust social protection
systems, may be pushed into the informal economy due to limited employment
choices .[30] This shift often results in diminished job security, unstable income, and
weaker legal protections, further compounding worker vulnerability .[31] This
trajectory has occurred historically, such as during the post-communist transition in
Eastern Europe , and is likely to recur with Al, which would require governments to
step in to reduce individual and societal harm.

The effects of Al-induced labor displacement are not evenly distributed across
demographic groups. For example, women are disproportionately represented in clerical
and administrative roles, which are especially susceptible to automation due to the
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prevalence of routine tasks and the concentration of such work in service sectors

[32] One study estimates that the share of women’s jobs at risk is twice that of men’s.
[33] Age is another key axis of vulnerability. Older workers tend to demonstrate lower
adaptability to technological change, including the integration of Al into workplace
workflows.[34] Older workers may face greater obstacles to retraining and upskilling,
heightening the risks of exclusion from evolving labor markets. At the same

time, younger workers in highly Al-exposed occupations have already begun to
experience relative employment declines , indicating that early Al shocks can affect
entrants to the labor market as well. Yet, this trajectory is not inevitable. With deliberate
policy and careful design, Al could complement rather than displace human labor, but
only if governments act before displacement becomes entrenched.[35]

3. Why the WTO Needs to Provide Policy
Space to Allow Members to Address Job
Displacement Caused by Al

The WTO is not an international labor organization. It does not set labor standards and
should not attempt to manage labor markets. Its mandate, however, directly covers the
legality of members’ measures addressing domestic economic shocks in response to the
importation of goods or services. Employment and labor displacement are not outside of
the WTQO’s mandate, as the Marrakesh Agreement’s preamble , referring to full
employment, and the Agreement on Safeguards, Article 4.2(a), considering job loss as a
kind of “serious injury” to domestic industry that justifies the adoption of safeguard
measures, demonstrate. This Essay does not argue that the WTO should proactively
regulate the effects of Al on job displacement; instead, it urges the WTO to preserve
sufficient policy space for members to adopt trade measures that address Al-induced job
displacement. This approach remains squarely within the WTQO’s existing mandate.

Even if the long-term impact of Al on net employment remains uncertain, periods of
disruptive transition are likely unavoidable. This alone justifies anticipatory and mitigating
policy measures. A passive, wait-and-see approach premised on optimistic assumptions
may result in delayed governmental responses,[36] creating long-lasting labor market
damage and political instability.[37] At the same time, hasty or panic-driven reactions risk
producing counterproductive outcomes. Governments must respond to the economic
insecurity and social harms  that involuntary job loss inflicts on workers.[38]

The urgency of policy-driven responses hinges on the speed with which Al’'s disruptive
effects materialize. The pace of technological advancement will determine whether
society and governments have time to adapt. Divergent views on the pace of Al
advancement have led to contrasting predictions. For instance, one set of economists
adopts a “fast takeoff’ scenario, warning that general-purpose Al systems could displace
significant portions of the workforce by 2028 .[39] Other economists foresee the
possibility of widespread labor automation from general-purpose Al within the next
decade.[40] By contrast, Princeton computer scientists Narayana and Kapoor contend
that Al, like electricity or computing, will diffuse gradually, due to organizational inertia,
regulatory bottlenecks, and the complex socio-technical adaptations required for real-
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world adoption.[41] Obstacles to automation, they contend, could delay widespread
deployment for decades.[42] Their “normal technology” view suggests a long-term,
incremental integration of Al technologies rather than an immediate disruption.
Nonetheless, early indicators suggest  that generative Al is being adopted more rapidly
than prior technologies such as the internet or the personal computer.[43] If
policymakers embrace the “normal technology” view as a basis for complacency, they
risk underestimating the speed and magnitude of labor disruption at least in certain high-
exposure sectors. WTO members are likely to adopt measures in response to both
gradual structural transitions and more acute sectoral shocks—particularly in industries
where labor displacement is sharpest—that could ripple swiftly through global value
chains. The WTO must therefore be prepared, not because it governs labor markets, but
because its legal framework will inevitably be tested by these responses.

The WTO should address Al-driven job displacement disruptions because governments
may be forced to address the challenges that arise from Al and adopt measures that
could have profound effects on the multilateral trading system. A key concern for
governments may be the lack of transparency surrounding Al-related workforce
reductions. While some firms have explicitly announced layoffs or hiring freezes linked to
the integration of Al systems, many do not disclose whether workforce reductions or
hiring freezes are linked to the adoption of Al. In response to this opacity, New York has
begun addressing the issue through its Worker Adjustment and Retraining Notification
(WARN) law, which requires greater transparency regarding Al-related layoffs.[44] If
these pressures continue to accumulate, governments may respond with trade
measures that could place additional strain on the credibility of the WTO. Accordingly,
WTO rules must accommodate national policies aimed at equitable labor outcomes in
the age of Al. Governments need the policy space to address labor market disruptions
and to steer Al development in socially beneficial directions,[45] without fear of violating
trade commitments. If the WTO'’s rules constrain the policy space, the institution risks
driving policy responses outside the multilateral framework, further fragmenting the
trading system at a moment when coherence and inclusion are most needed.

4. The WTO’s Current Rules Are Not
Adequate to Address the Negative Impact
of Al on Job Displacement

The WTO provides mechanisms of flexibility to address the adjustment challenges
arising from trade liberalization. Under the GATT, members may seek tariff
renegotiations[46] or pursue general[47] and security exceptions[48] that offer a legal
basis for measures addressing broader threats to economic security. The Agreement on
Safeguards allows the imposition of temporary safeguard measures in response to
unexpected surges in imports that threaten to cause injury to domestic industries. Under
the GATS, market access commitments can be modified or withdrawn through potential
negotiations,[49] and generally lower levels of liberalization commitments in the

GATS  provide some initial flexibility.[50] Like the GATT, it

contains general and security  exceptions and additionally includes a prudential
carve-out  specific to financial services. However, WTO law does not contain specific
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provisions aimed at mitigating job displacement resulting from liberalization. Countries
are expected to specialize in sectors where they are relatively more efficient, and
displaced workers are assumed to reallocate to new areas of employment. Labor
displacement caused by trade liberalization is treated as a temporary adjustment cost
that can be partially mitigated by the safeguard mechanism.

This assumption may not work in reality, and the “China shock ” is a salient example.
[51] Its severity stemmed in part from a mismatch between pervasive industrial subsidies
and the resulting overcapacity in China, on the one hand, and a WTO framework not
designed to address those dynamics effectively, on the other. The episode shows how a
rapid surge in trade—driven by forces insufficiently governed by existing rules—can
translate into large trade-exposed employment losses that strain domestic politics and
the credibility of international institutions. The displacement may be much worse when
there are no new jobs for humans to transition into—when laborers are not displaced by
foreign labor, but by foreign Als. The potential coming wave of Al-induced job
displacement may be even more disruptive.[52] Unlike earlier shocks that were largely
sector-specific or skill-specific, Al cuts across all sectors and all skill levels. It operates at
digital speed; is not constrained by geography, physical infrastructure, or, in some cases,
language or cultural differences; and exerts competitive pressure globally through trade
in goods or services. The world may be facing an “Al shock”: a disruption to labor
markets on a scale and at a speed that may surpass any prior episodes of trade-related
dislocation. If the WTO struggled to respond to the consequences of the China shock, it
is even less prepared for the systematic, cross-sectoral risks posed by the Al shock.

This Essay argues that Al-induced job displacement will intensify the stress on the
multilateral trading system. Without updated rules that provide greater flexibility and
safeguards for employment and economic security, the WTO risks further erosion of its
relevance. As argued above, Al-induced labor displacement could represent a type of
labor market disruption unprecedented in the postwar trading order. It transcends any
specific product, service, or sector. It affects both developed and less developed
countries, labor-intensive and high-skilled sectors, and every stage of global supply
chains. This Essay next turns to the legal analysis of why the WTO’s current rules are
insufficient to address this risk.

4.1. Issues under the GATS for Al-Induced Job
Displacement

4.1.1. Technological Neutrality and Al Services

Under the GATS, commitments are scheduled by mode of supply. For example, Mode 1
(cross-border supply) covers services delivered from the territory of one member into
that of another member (e.g., legal services provided over the internet). Mode 2
(consumption abroad) covers services supplied in the territory of one member to the
consumers of another member (e.g., a tourist obtaining medical care or a student
receiving education abroad). When interpreting service schedules under the GATS,
WTO adjudicating bodies allow the terms used therein to cover later developed
technology. Once a service sector is committed, the way the service is provided could be
irrelevant, including through digital means. Adopting the principle of “technological
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neutrality,” the panel in US—Gambling interpreted the United States’ GATS schedule for
“other recreational services (except sporting)” to include gambling services to be
supplied through the internet. The panel reasoned that “a market access commitment
for mode 1 implies the right for other Members’ suppliers to supply a service through all
means of delivery, whether by mail, telephone, Internet etc., unless otherwise specified
in a Member’s Schedule.”[53] Technological neutrality means that once a member has
committed to open a sector in a specific mode, later developed delivery technologies are
presumptively covered. This remains true even when the digital means of delivery had
not been contemplated by the negotiating members.[54] This implies that services
delivered by Al could be covered by existing commitments.[55] Once a sector is
committed, the relevant obligations of market access and national treatment would
extend to services delivered through Al, even if such means of delivery were not
foreseen when the commitments were made. Therefore, WTO members may not be
afforded sufficient flexibility to rethink their commitments in Al-affected sectors.

4.1.2. Sectoral Approach and Modes

The GATS sectoral classification system presents challenges in regulating Al. As a
general-purpose technology, Al services are inherently cross-sectoral: a single Al system
might perform functions that span multiple service sectors. For example, an Al platform
could simultaneously provide services in transportation, finance, legal, and healthcare.

The current GATS framework struggles to accommodate such multi-functional digital
services within a single sectoral category. This rigidity makes it difficult to determine the
applicable commitments for Al-driven services that cut across sectors.[56] The sector-by-
sector structure of the GATS thus makes it difficult to accommodate the inherently cross-
cutting nature of Al. In addition, Al services raise difficult questions regarding modes of
supply. The debate over Mode 1 versus Mode 2 for digital services is already well
known, but Al complicates this further.[57]

These sectoral challenges are not unique to Al; they reflect difficulties in how digital
services are classified within the GATS framework. Message apps like WhatsApp
combine communication tools with e-commerce and customer services, and “super-
apps” like WeChat integrate social media, payment systems, and retail.[58]

However, such challenges are particularly acute in the context of government responses
to Al-induced labor displacement. A mismatch between sectoral or mode commitments
can significantly complicate a government’s ability to respond to Al-driven labor shocks.
Moreover, attempting to craft sector-by-sector solutions to what is fundamentally a cross-
sectoral phenomenon would likely prove inefficient and burdensome. Even if members
recognize the urgency of the issue and are willing to renegotiate their commitments, the
current GATS framework offers limited flexibility and high costs for doing so.

4.1.3. Likeness Analysis

Two core non-discrimination obligations are at the heart of disputes over measures that
differentiate between human- and Al-supplied services. Under Article Il of the GATS, the
Most-Favored-Nation Treatment (MFN) requires members to unconditionally extend any
favorable treatment they accord to services and service suppliers of any country to “like”
services and service suppliers of all other member states. And under Article XVII of the



GATS, National Treatment (NT) requires that, in scheduled sectors, foreign “like”
services and service suppliers receive treatment no less favorable than domestic ones.
In both provisions, “likeness” typically turns on the competitive relationship between
services and service suppliers.[59]

The likeness analysis may involve two distinct but related questions: (1) whether
services provided by a human and those provided by Al could be considered “like”
services, and (2) whether Al-provided services fit the “like” label even if they have
different effects on labor displacement. Likeness should be made on a case-by-case
basis.

Consider the example of human- versus Al-provided services. A strong argument can be
made that they are not alike, yet the distinction is not clear-cut. Under the GATS,
likeness is assessed primarily based on the “competitive relationship” between services
and service suppliers.[60] If an Al-powered service performs the same function for
consumers as a human-provided one, a finding of likeness may occur. For instance, both
an Al translation tool and a human translator can produce a translated text for a
consumer. Though their processes may differ, the output is equivalent. In fact, a human
translator may utilize an Al translation tool in rendering services, which further blurs the
distinction between them. Similarly, an Al chatbot and a call center human agent can
both provide customer support.  Both interact with consumers, respond to inquiries,
and resolve problems in real time. From the consumer’s perspective, the end service
they receive can be functionally identical. Where a direct competitive relationship exists,
other relevant criteria may also exist, such as service characteristics, classification of
services, and even consumer preferences for some situations.[61]

This poses challenges for members seeking to adopt measures that favor human service
suppliers. A member might argue that an Al service does not directly compete with the
traditional service in the same market segment to defend from a potential violation of an
MFN or NT obligation. However, given the pace of Al integration, such an argument may
become increasingly difficult to sustain. As Al systems grow more sophisticated, their
outputs increasingly resemble those of human professionals, blurring the distinction in
consumers’ eyes.

One could argue that consumers may still prefer human service suppliers over Al, but
that preference is not uniform. Moreover, the very rationale for adopting protective
measures is precisely because human and Al services compete in the same space. In
any event, the likeness analysis remains fraught with uncertainty. That uncertainty itself
presents a challenge that complicates efforts to address Al-driven job displacement
through existing trade rules.

Suppose a member adopts a “human-first” rule for its call-center operations, meaning all
customer interactions are handled by human agents, with only “complementary” Al that
is permitted under human supervision. Another member, who provides a foreign-
developed, fully automated Al system, could argue that its Al product is discriminated
against compared to the permitted “complementary” Al system under an MFN claim.
Here, one of the critical issues would be whether “complementary” Al (when used by a
human operator) and fully automated Al are “like”.
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4.1.4. E-Commerce Moratorium and the Absence of Customs Duties
on Digital Services

The WTO’s longstanding, repeatedly renewed e-commerce moratorium on customs
duties for electronic transmissions presents another key limitation. This moratorium,
while not permanent, was first adopted in 1998 and has been repeatedly renewed to
prohibit tariffs on digitally-delivered services.[62] As it currently stands, the moratorium
means Al-driven services supplied cross-border cannot be subject to customs tariffs,
removing one traditional trade policy tool for trade governance. Some developing
countries have raised concerns that the moratorium limits their revenue and policy
space, as digital imports escape any customs duties.[63] In the context of Al-induced job
displacement, this lack of tariff authority constrains governments from using tariffs to
protect domestic industries against surging Al service imports. While the moratorium
serves the positive purpose of reducing trade barriers to digital trade, Al-induced labor
displacement could justify rethinking the moratorium.

4.1.5. No Emergency Safeguard Mechanism—Limited Flexibility to
Respond to AI Shocks

Unlike the GATT, the GATS lacks a general emergency safeguard mechanism for
services. Although Article X of the GATS mandates negotiations to establish such a
mechanism, WTO members have yet to reach an agreement on a safeguard. As a result,
there is currently no right to temporarily suspend or roll back service commitments in
response to even an unforeseen, increased cross-border supply of services that cause
or threaten to cause serious injury to domestic service suppliers. The lack of such a right
is particularly significant in the context of Al. If a newly introduced Al service were to
cause rapid and widespread displacement, for example, through an unforeseen surge of
Al-enabled outsourcing that replaces domestic service providers, governments would
lack a clear legal basis to invoke temporary safeguard measures. The current framework
leaves little room for protective measures, even in the face of significant labor market
disruption.

Critics have long argued that the lack of a safeguard mechanism represents a gap in the
WTO’s services regime.[64] Others maintain that the existing GATS framework
adequately addresses these concerns |, rendering a new safeguard mechanism
unnecessary.[65] For instance, members can limit or withhold commitments in sensitive
sectors, rely on regulatory measures that indirectly address service surges, or invoke
certain provisions that offer flexibility, such as the general exceptions in Article XIV,
balance-of-payments safeguards under Article XII, or the prudential carve-out in the
Annex on Financial Services.[66] However, these flexibilities may be insufficient in
addressing Al-specific challenges. Technological neutrality limits members’ ability to
withhold commitments. Moreover, the scope of existing exceptions is narrow: Article XIlI
and the prudential exception address financial difficulties, not domestic labor shocks,
and it remains unclear which, if any, Article XIV exceptions could confidently justify
measures responding to Al-induced job displacement.

If the general exceptions were truly adequate substitutes for a safeguard mechanism,
there would have been no need for a negotiating mandate under Article X in the first
place. The continued absence of an emergency safeguard means that WTO members
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face legal uncertainty when responding to Al-driven service import surges that threaten
employment. This is widely seen as an unfinished business within the GATS framework,
and the accelerating impact of the Al revolution is renewing calls to revisit the long-
neglected issue.

4.1.6. GATS’ Inadequate Treatment of Subsidies for Al
Development

Finally, the GATS provides no effective framework for regulating subsidies in services,
which poses an increasingly serious omission as governments ramp up support for Al
across sectors. Article XV of the GATS  acknowledges that subsidies may distort trade
in services and instructs members to negotiate specific multilateral disciplines to regulate
the granting of service subsidies. Yet no such multilateral rules exist today. Since

1995, the Working Party on GATS Rules has been tasked with negotiating disciplines
on subsidies under Article XV, but progress has remained limited

In the Al context, governments are investing heavily in research and development,
offering tax incentives, and funding infrastructure to accelerate Al innovation, such as the
United States and China.[67] These measures can provide a global advantage to
domestic service suppliers who develop Al services or integrate Al into existing service
sectors. Unlike goods, where the SCM Agreement governs subsidies, Al-related services
remain largely unregulated under WTO law. Support for algorithms, software, Al training,
and even Al-enabled infrastructure is generally outside the scope of existing WTO rules.
In practice, this means a WTO member could heavily subsidize its domestic Al sector
and affected trading partners would have no clear recourse under the GATS, even if their
service suppliers are significantly disadvantaged.

There is a need to distinguish between acceptable and unacceptable forms of Al-related
subsidies to maintain a level playing field in the service trade.[68] But absent updated
rules, the WTO faces a gap: trade-distortive support for Al development remains
essentially unchecked in services. This gap is not just theoretical. It could trigger subsidy
races in Al, further marginalize countries with limited fiscal capacity, thereby deepening
inequality in the global service economy. In short, the GATS’ omission of effective
subsidy disciplines represents another facet of its inadequacy in addressing the cross-
cutting, transformative impact of Al on service trade.

4.2 Inadequacy of Rules Regulating Trade in Goods
for Al-Induced Job Displacement

A fundamental limitation of the GATT in addressing Al-induced job displacement lies in
its scope: the GATT and the Agreement on Safeguards apply only to trade in goods,
whereas Al-driven disruptions frequently affect services or a combination of goods and
services. This threshold constraint means that the policy flexibility available to members
under the goods regime is not afforded in the service context, leaving an uneven
regulatory landscape between the two. Beyond this gap, even within the domain of
goods to which these rules apply, existing instruments prove ill-suited to the
characteristics of Al-driven disruption. The following subsections examine these internal
deficiencies in greater detail.


https://www.wto.org/english/docs_e/legal_e/gats_e.htm#art15
https://www.wto.org/english/docs_e/legal_e/gats_e.htm#art15
https://www.wto.org/english/tratop_e/serv_e/wpgr_e.htm
https://www.wto.org/english/tratop_e/serv_e/wpgr_e.htm
https://www.wto.org/english/tratop_e/serv_e/gats_rules_negs_e.htm
https://www.wto.org/english/tratop_e/serv_e/gats_rules_negs_e.htm

4.2.1. Product-Specific Tools vs. General-Purpose Technology

The GATT and the Agreement on Safeguards are built around a product-specific logic
that is poorly suited to Al's nature as a ubiquitous, general-purpose technology.
Safeguard measures under Article XIX of the GATT and the Agreement on Safeguards
must be applied to particular products. This structure may offer short-term relief in
narrowly defined cases—for example, if imports of a specific Al-enabled good (say, self-
driving vehicles) surge unexpectedly.[69] But Al’s diffusion is neither narrow nor isolated.
It is embedded across a wide array of goods, often invisibly, and its impact cuts
horizontally across sectors. Responding to large-scale losses with dozens or even
hundreds of separate safeguard actions would be both impractical and ineffective. Even
if legally possible, such a piecemeal approach would be fragmented, inefficient, and
unable to address the systemic nature of the disruption.

WTO rules do not provide for a blanket safeguard measure targeting a technology
category like Al. In short, general-purpose technological disruption cannot be contained
using product-specific trade remedies. Al's cross-cutting nature defies the narrow
application of traditional safeguard tools under the GATT’s framework.

4.2.2. Cross-Sectoral Job Loss vs. “Domestic Industry” Definition

Al-induced job displacement is often cross-sectoral, affecting multiple, unrelated
industries simultaneously. The WTQO'’s safeguard rules, however, operate at the level of a
defined “domestic industry” producing a similar or directly competitive product. Under
Article 4.1(c) of the Agreement on Safeguards, the relevant industry is limited to the
producers of the specific good subject to increased imports. Each safeguard measure
targets a discrete product sector, which leaves no mechanism for addressing broader,
economy-wide structural harm in a unified proceeding.

Moreover, safeguard measures require a determination of serious injury or threat thereof
to the domestic industry.[70] When job losses are dispersed across sectors, they may
not clearly satisfy the injury threshold for any industry. This limitation is compounded in
the service context because the Agreement on Safeguards applies only to goods, and
Al-driven job displacement in services falls entirely outside its scope. In such cases,
there may be no identifiable import of physical goods to target at all. In summary, the
product- and sector-specific focus of the WTO safeguard rules cannot easily
accommodate the kind of widespread labor displacement that crosses industrial
boundaries or that emerges in sectors beyond just goods.

4.2.3. Serious Injury: Can Job Loss Alone Qualify?

Even within a given industry, job loss alone may not meet the “serious injury” threshold
required under WTO safeguard rules. Investigating authorities must evaluate a range of
factors, including “the rate and amount of the increase in imports of the product
concerned in absolute and relative terms, the share of the domestic market taken by
increased imports, changes in the level of sales, production, productivity, capacity
utilization, profits and losses, and employment.”[71] No single factor is determinative,
and the determination must be based on the totality of the industry’s condition.
Therefore, if an industry’s output and profitability remain strong, a reduction in



employment alone may not qualify as a serious injury. This limitation is particularly
relevant in the Al context, where automation may allow firms to sustain or even grow
production while employing fewer workers. In such cases, significant job losses—while
socially disruptive—may not satisfy the legal criteria for triggering a safeguard measure.

4.2.4. Inadequacy of the Remedies under the Agreement on
Safeguards

Even if a WTO member is able to fit an Al-driven disruption within the existing safeguard
framework, the remedy may significantly limit its usefulness. For example, by the time
relief is imposed, the domestic industry may have already adopted Al technology, or
workers may have permanently exited the sector. Moreover, safeguards must be applied
on a non-discriminatory basis under Article 2.2 of the Agreement on Safeguards and
allow affected trading partners to seek compensation under Article 8.1. For many
developing and least-developed country members, these provisions render safeguards
impractical. They may lack the leverage to negotiate favorable compensation
arrangements, and any retaliation by larger trading partners could be economically
destabilizing. The broader the safeguard measure, the greater this burden becomes.

In an Al context, where a single technological shift may affect a wide range of goods
across multiple sectors, safeguard measures could impact the exports of numerous
WTO members—and potentially entitle them to compensation. For smaller economies,
this may deter them from invoking safeguards altogether, even where job losses are
severe. The result is a chilling effect: the legal availability of safeguard measures may
exist in theory, but in practice, the costs and risks may be prohibitive.

4.2.5. The SCM Agreement and the Challenge of Job Displacement

The WTO’s subsidy disciplines face a dual challenge in the context of Al-induced job
displacement. First, they should in principle constrain government support for
automation-oriented Al, whose primary effect is to displace human labor and generate
negative spillovers abroad.[72] Second, they should preserve sufficient policy space for
governments to support workers and industries adjusting to Al shocks. Yet, the current
SCM Agreement is lacking on both fronts. It fails to police harmful automation subsidies
and provides limited flexibility for employment-supportive responses, revealing a growing
misalignment between twentieth-century subsidy rules and twenty-first-century
technology that is disruptive.

On the first front, the SCM Agreement regulates only subsidies in the context of trade in
goods. Government support for Al as a service falls largely outside its scope, as WTO
rules do not discipline subsidies in the service sector. A government can therefore
channel substantial public resources—either directly or through infrastructure subsidies
for semiconductors, cloud infrastructure, or data centers—into domestic Al developers
whose technologies enable labor-displacing automation, both at home and abroad. Yet
affected foreign industries may have no clear legal remedy under the SCM Agreement,
particularly if they do not produce competing physical goods or if the impact of the
subsidies materializes in the service sector.



On the other hand, the SCM Agreement may constrain governments seeking to provide
employment-supportive subsidies. In principle, non-specific subsidies—such as general
retraining programs or broad social welfare measures—are permitted.[73] However,
subsidies targeted at specific sectors affected by Al may be vulnerable to challenges if
considered “specific” under Article 2, and those that constitute prohibited subsidies,

[74] such as those contingent on local content,[75] would face even stricter scrutiny.
Governments seeking to cushion Al’s labor effects may, therefore, face legal uncertainty,
deterring bold or targeted interventions. In this sense, the SCM Agreement not only
under-disciplines harmful subsidies but also over-disciplines beneficial ones.

One might argue that other domestic policies suffice to deal with labor displacement
concerns, and therefore, there is no need for a WTO reform. Domestic instruments, such
as taxation, welfare support, and retraining, may be necessary complements, but they
are not sufficient in a world where most economies import Al as a cross-border

service, as a service bundled with physical goods  (for example, when Al functionality
is delivered through connected devices), or as a platform that reshapes competition
across sectors. As this part shows, technological neutrality, the goods-services divide,
the absence of an emergency safeguard for services, and the asymmetric reach of
subsidy disciplines mean that many employment-protective responses will unavoidably
take a trade-related form (e.g., temporary suspension of commitments, procurement
preferences keyed to human-in-the-loop models, targeted border and licensing
measures). Expecting members to refrain from such measures is unrealistic under
concentrated labor shocks. The credible multilateral path is not to deny that these
measures will be used but to channel them ex ante through calibrated flexibility—paired
with transparency, time limit, and injury threshold keyed to job loss—so that legitimate
worker protection is distinguishable from disguised protectionism. This would allow for
the preservation of the WTQO’s authority.

5. A Worker-Centered Path Forward

Al is a general-purpose technology with broad implications for international trade. Its
impact will be felt primarily through trade in services, though it may also involve bundled
goods and services. Workers in industries that adopt Al may face mounting displacement
pressures. At the same time, countries that deploy Al to enhance the competitiveness of
their services sectors may intensify global competition. Economies unable or unwilling to
integrate Al into their domestic industries risk falling behind, with resulting job losses
across affected sectors if no governmental support is provided.

In light of these dynamics, this Essay argues that current WTO rules are not adequate to
address the labor disruptions caused by Al. The WTO must be prepared to adapt to the
systemic, cross-cutting nature of Al-driven job displacement. Its rules should be reformed
to ensure governments retain sufficient flexibility to respond—consistent with the WTO’s
broader commitment to human-centered trade.

5.1. Guiding Principles for Reform
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This Essay proposes a labor-sensitive Al trade framework—a targeted set of WTO
reforms designed to address the impacts of Al. At its core, the framework rests on three
propositions. First, not all Al should be treated equally: to the extent feasible, WTO rules
should enable governments to distinguish between automation-oriented Al that
substitutes for workers[76] and complementary Al that augments labor.[77] Second,
WTO disciplines must allow policy space to respond to cross-border job displacement
caused by the importation of Al-enabled goods and services and by Al deployment in
other countries. A labor-sensitive framework would support flexible safeguard
mechanisms, differentiated subsidy rules, transparency obligations, and even temporary
carve-outs. This shift is not to roll back liberalization, but rather to seriously recognize the
paradigm shift of Al as a general-purpose technology and preserve the legitimacy and
relevance of the multilateral trading system in the face of systemic labor disruptions.
Third, the rules need to be strengthened to effectively deal with harmful subsidies that
may accelerate the development of Al automation that replaces labor and causes
disruption to economic security. The sections below outline specific proposals across the
GATS, the GATT, the Agreement on Safeguards, and the SCM Agreement, as well as
general reforms addressing the job displacement impacts of Al.

5.2. Proposed Reform Directions

WTO rules should be interpreted to allow differential treatment between complementary,
worker-friendly Al and automation-oriented Al. While existing rules may not prohibit such
a distinction, uncertainty remains. In some cases, differentiating between Al types may
be infeasible. However, in others, legal tools such as likeness analysis, the chapeaux of
general exceptions, and legitimate regulatory distinctions under Article 2.1 of the
Agreement on Technical Barriers to Trade (TBT Agreement) may allow (or at least not
preclude) such differentiation. The problem lies in the application of these provisions,
which can be challenging and unpredictable. This Essay calls for a clear recognition of
such distinctions as legitimate regulatory objectives and an acknowledgment—through
authoritative interpretations by WTO members[78]—that automation and complementary
Al should not be treated as like products or like services. Measures that protect workers
from machines —not industries from trade—should also be recognized as falling under
public morals exceptions, i.e., exceptions under the GATT and GATS that could justify
otherwise inconsistent measures.[79] Public morals refer to standards of right and wrong
conduct maintained by or on behalf of a community or nation.[80] To establish whether a
measure is justified under the public morals exception, the measure must be designed to
protect public morals, and the measure must be necessary to protect such public morals.
[81]

Several revisions are necessary to allow members to protect workers from large-scale,
Al-induced job displacement. They will include the GATS reform, a special Al safeguard
mechanism, subsidy discipline reform, and special and differential treatment.

First, with regard to services, technological neutrality under the GATS could be
reconsidered. While this Essay acknowledges the benefits of a broad, innovation-friendly
interpretation, Al represents a paradigm shift that warrants new thinking. Human-
provided services should, where appropriate, be treated as unlike Al-delivered services.
Likewise, the e-commerce moratorium should be reevaluated in light of Al
developments.



Second, the Agreement on Safeguards does not provide adequate protection against Al-
driven labor shocks. If technological neutrality remains, a special Al safeguard
mechanism should be considered. This Essay proposes a dedicated Al safeguard
mechanism applicable to trade in goods, services, and bundled forms. It should not
require the “unforeseen developments” element under GATT Atrticle XIX.1(a). It should
recognize actual or potential job loss as sufficient to satisfy the injury requirement. It
should also allow safeguard measures against increased imports across sectors.
Compensation requirements should be waived for developing and least-developed
members.

Third, the SCM Agreement should be revised to create legal space for “good” subsidies
—those aimed at retraining, upskilling, or incentivizing complementary Al technologies.
These should be allowed as non-actionable, including those that may be specific or
constitute prohibited import-substitution subsidies. A note should be made here
regarding the treatment of prohibited subsidies in the context of Al transition in services.
Consider a scenario in which widespread adoption of foreign Al technologies threatens
massive job losses. A government responds with a targeted subsidy program—
supporting domestic call center operators that use locally developed Al designed to
augment, not replace, human workers.[82] The subsidy is conditional on the use of
domestic natural language processing tools and requires firms to retrain a certain level of
staff. This approach might constitute local content subsidies if rules similar to Article
3.1(b) of the SCM Agreement are adopted for the subsidy rules in the service context.
Yet it serves a legitimate purpose because, without such conditions, subsidies may fail to
preserve employment. This hypothetical highlights the need for more flexible subsidy
disciplines, such as ones that allow employment-sensitive “Al transition” measures within
a services context.

Additionally, the SCM Agreement should be strengthened to discipline subsidies that
directly promote automation-led job displacement. Subsidy disciplines for services
should be established under the GATS, and the WTO should establish a monitoring
mechanism that requires notification of Al-related subsidies.

Lastly, the WTO should enhance special and differential treatment to assist developing
and least-developed country members in navigating the Al transition. This includes
longer adjustment periods, broader policy flexibility, and financial support. This Essay
proposes the creation of an “Al Adjustment Fund,” modeled on the Agreement on
Fisheries Subsidies, to provide technical and financial support for training, institutional
reform, social safety nets, and import monitoring, which would ensure a just transition in
the age of Al.

5.3. Political Feasibility and Global Coordination

Reforming WTO rules to address Al-induced labor displacement will face political
resistance. The multilateral trading environment is under strain from growing skepticism,
unilateralism, and geopolitical tension. In such a climate, efforts to expand the domestic
policy space may be viewed with suspicion. Yet maintaining space within trade rules for
governments to adapt to technological change is essential to the credibility and
resilience of the multilateral trading system. The “Al shock” could rival or exceed past



episodes of global labor disruption. A precautionary approach is needed before social
and political backlash becomes entrenched.

Divergences between Al-exporting and Al-importing countries may complicate reform,
particularly around rules distinguishing types of Al or regulating cross-border Al flows.
But Al's impact transcends borders. All economies contain sectors vulnerable to
displacement. In this sense, Al represents a systemic risk—like a pandemic. It requires
coordinated responses. This shared exposure creates a unique opportunity to build a
common understanding that enables national responses while preserving the legitimacy
and relevance of the multilateral trading system.

VI. Conclusion

Al is transforming the structure of economies worldwide, but its impact on labor markets
presents a systemic challenge that WTO rules are ill-equipped to address. As Al
accelerates job displacement across sectors and borders, governments will be
compelled to act to safeguard employment, support vulnerable workers, reshape
industrial bases, or, in more extreme cases, resort to trade wars, economic coercion, or
isolationist measures. If the WTO fails to adapt, it risks being sidelined, as members turn
to unilateral or bilateral instruments outside the multilateral framework. By contrast, if
WTO members recognize the challenge and proactively establish flexibilities and
guardrails, the multilateral trading system can chart a more constructive path—one that
steers the global economy toward stability and shared prosperity.

This Essay has argued for the development of a labor-sensitive Al trading framework—
one that distinguishes between automation-oriented, labor-replacing Al and
complementary, labor-augmenting Al; one that expands flexibility for labor-protective
measures under the GATS and the GATT, and one that reforms existing instruments
such as safeguard mechanisms and subsidy disciplines. These reforms would restore
the WTO'’s legitimacy and responsiveness in an era defined by general-purpose
technological disruption.

Al is a structural force reshaping production, employment, and global competitiveness. If
the WTO is to remain credible and relevant, it must place human labor at the center of its
legal and institutional response.
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