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TRADE POLICY, NEW CENTURY

Four propositions:

Trade policy is outdated and disconnected from 215t
century business and consumer realities;

It IS too top-down, driven by international bureaucracy;

Reform complacency and fatigue has greater dangers
and costs, especially as global economic conditions
worsen;

Trade policy should be more bottom-up, based on
unilateral measures and better connected to domestic
economic policy



TRADE POLICY, NEW CENTURY

A Free trade vs. protection: an intellectual history

-- Pre-mercantilist arguments

-- Mercantilism then and now

-- The free-trade trinity

-- Post-1945 arguments for free trade

-- Need to return to classical-liberal foundations: free trade
and laisser faire; unilateral liberalisation



TRADE POLICY, NEW CENTURY

A The political economy of trade-policy reform

-- A changed global climate for reform: Washington Consensus
scepticism

-- Why the critics are wrong

-- Unfinished business, especially non-border regulatory barriers;
Nnsecoader ati ono refor ms

-- Political economy: crises, interests, ideas, institutions, factor
endowments, foreign policy

-- Lessons for future reforms: 1) it is more difficult and complex; 2) 2nd
generation reforms more a matter of domestic policy than trade
negotiations; 3) simplicity and transparency



Bound and Applied tariff rates

Bound Applied
Developed| Developing | Developed| Developing
economies| economies | economies| economies
All goods 17.8 43.6 55 11.8
Agriculture 24.3 60.6 9.5 16.3
Manufactures 16.7 32.5 4.8 11.0

Note:Developed and developing economies by World Bank definitions. Developed economies:

category 34 (20022004) and developing economies: catego®/(19982004).

Source: World Bank Trade Databases:
http://siteresources.worldbank.org/INTRES/Resources/469232-
1107449512766/tar2005a.xls




Tariff rates in different regions

Country group or region Applied Bound Agriculture Manufactures
(Applied) (Applied)

High income economies 55 17.8 10.6 3.3
Latin America and the 9.9 41.2 14.9 9.0
Caribbean

East Asia and Pacific 10.5 29.5 16.8 10.5
South Asia 17.8 66.5 19.1 17.2
Europe and Central Asia 7.8 13.2 14.0 6.7
Middle East and North 18.0 34.6 22.5 16.9
Africa

SubSaharan Africa 13.4 61.5 17.2 12.9

Note: The numbers are unweighted averages in percent frorR2082i8

Regional definitions by the World Bank:

http://web.worldbank.org/WBSITE/EXTERNAL/DATASTATISTICS/0,,contentMDK:20421402~pageP

K:64133150~piPK:64133175~theSitePK:239419,00.html

Source: World Bank trade databasesp://siteresources.worldbank.org/INTRES/Resources/469232

1107449512766/tar2005a.xIs
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Bound and Applied MFN Tariffs
(World Bank Source 2005)

Binding SimpleMean Simple Mean Simple Mean Simple Mean Weighted Share of Lines Share of Lines

Year Coverage Bound Rate Tariff Tarif_f Tariff Mean Tariff with Int. Peaks with
(Manu- (Agri- Spec. Rates

(All Goods) (All Goods) factures) culture) (All Products) (All Products) (All Products) (All Products)
EU 2005 100,0 4,2 1,7 7,9 2,7 2,0 6,7 9,0
us 2005 100,0 3,6 33 2,8 3,2 1,6 6,1 59
Japan 2005 99,7 3,0 23 8,4 33 25 8,1 2,7
Brazil 2005 100,0 31,4 12,6 7,9 12,3 7,1 27,7 0,0
Russia 2005 0,0 - 11,5 10,7 11,4 9,6 17,9 16,0
India 2005 73,8 49,6 15,9 24,4 17,0 14,5 15,5 35
Indonesia 2005 96,6 37,1 6.4 7,2 6,5 6,0 8,7 0,0
China 2005 100,0 10,0 9,2 8,8 9,2 4,9 19,1 0,0
South Africa 2005 96,3 19,4 8.8 54 8,5 54 21,3 1.0

Low and Middle

Income Countries - 76,2 34,8 9,4 9,0 12,3 6,1 17,8 0,9
High Income Non-OECD - 67,3 21,3 3,7 6,3 4,1 1,2 5,0 0,8
High Income OECD - 98,6 7,4 3,0 3,7 3,1 2,0 3,7 0,0

Note for all countries except Russia: Rates are either partially or fully recorded applied rates. All other simple and weighted tariff rates are MFN rates.



Anti-dumping measures
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OECD FDI Regulatory Restrictiveness Scores

for BRIICS - excl. Indonesia (1 =closed, 0 = open)

FDI Regulatory Restritiveness by Country and Sector
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World Ranking in Ease of Doing Business
(2007)

Ease of Starting a Dealing Employing Registering Getting Protecting Paying Trading Enforcing Closing a
Doing Business with Workers Property Credit Investors Taxes Across Contracts Business

Business Licenses Borders
. 3 4 24 1 10 7 5 76 15 8 18
Singapore 1 9 5 1 13 7 2 2 1 4 2
Hong Kong 4 13 60 23 58 2 3 3 3 1 15
Japan 12 44 32 17 48 13 12 105 18 21 1
Brazil 113 120 95 116 109 80 62 139 70 112 136
Russia 112 45 172 102 44 156 81 126 155 19 81
India 120 111 134 85 112 36 33 165 79 177 137
Indonesia 123 168 99 153 121 68 51 110 41 141 136
China 83 135 175 86 29 84 83 168 42 20 57
South Africa 35 53 45 01 76 26 9 61 134 85 68
Note: The numbers correspond each countryds aggregat e thatodmpriseghe overalltramieng.e ase of doing

Source: The World Bank Doing Business Databas: http://mwww.doingbusiness.org



Indicators for Trading Across Borders (2007)

Ease of Documents Time for Cost to export Documents for Time for Cost to import

Trading for export export (US$ per import import (US$ per

Across (number) (days) container) (number) (days) container)

Borders

(World

Ranking)
OECD - 4.5 9.8 905 5 104 986
us 15 4 6 960 5 5 1,16
Singapore 1 4 5 416 4 3 367
Hong Kong 3 4 6 525 4 5 525
Japan 18 4 10 989 5 11 1,047
Brazil 70 8 18 1090 7 22 1240
Russia 155 8 36 2050 13 36 2050
India 79 8 18 820 9 21 910
Indonesia 41 5 21 667 6 27 623
China 42 7 21 390 6 24 430
South Africa 134 8 30 1,087 9 35 1,195

Note: The costs and procedures involved in importing and exporting a standardized shipment of goods are detailed under this topic. Every official procedure involved is recorded
1 starting from the final contractual agreement between the two parties, and ending with the delivery of the goods.

Source: The World Bank Doing Business Database: http://www.doingbusiness.org



Percentile world rank of governance indictors
for BRIIC (Governance Matters 2007)

Voice and Political Government Regulatory Rule of Law Control of
Accountability Stability/ No Effectiveness Quality Corruption
Violence

OECD 90.6 76.4 90.0 89.6 90.0 90.2
US 83.7 57.7 92.9 93.7 91.9 89.3
Singapore 46.6 94.7 99.5 99.5 95.2 98.1
Hong Kong 64.9 88.9 93.8 100.0 90.5 92.7
Japan 75.5 85.1 88.2 87.3 90.0 90.3
Brazil 58.7 43.3 52.1 54.1 41.4 47.1
Russia 24.0 23.6 37.9 33.7 19.0 24.3
India 58.2 221 54.0 48.3 57.1 52.9
Indonesia 41.3 14.9 40.8 434 23.3 23.3
China 4.8 33.2 555 46.3 45.2 37.9
South Africa 67.3 44.2 76.8 70.2 58.6 70.9

Note: Percentile rank indicates the percentage of countries worldwide that rate below the country (subject to margin of error). Higher values indicate better governance ratings.
Percentile ranks have been adjusted to account for changes over time in the set of countries covered by the governance indicators.

Source: World Governance Indicators: http://www.govindicators.org



TRADE POLICY, NEW CENTURY

A The WTO

-- Highs and lows

-- GATT to WTO: 1) wider and deeper agenda; 2) inflation of
membership; 3) politicisation/UN-isation; 4) reciprocity model; 5) end
of the Cold War

-- DDA blues

-- Future of the WTO: 1) From market access to rules; 2) realistic
decision-making/variable geometry, G50/G5; 3) the other 100-plus;
4) Single Undertaking and SDT

-- More modest goals and instruments post-Doha
-- Wrong picture/right picture



TRADE POLICY, NEW CENTURY

A PTAs

-- Proliferation: facts and figures
-- Asian PTAs
-- Building blocs?

-- No. Why? 1) Foreign policy; 2) Trade-lite; 3) Spaghetti/noodle bowls;
4) Distraction from WTO and unilateral liberalisation; 5) Power plays

-- The Asian reality
-- Regional-integration initiatives a substitute?
-- Storing up complications; need to contain/clean up the mess



No. of RTAs

RTAs in force by date of entry into force
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Soodle bowl syndrome

The map shows FTAs signed or under negotiation in January 2006.
East Asia is defined here as the 10 ASEANS, China, Japan and Korea.

Source Richard Baldwin 2006:
http://www.sussex.ac.uk/Units/caris/CARIS/T.CarpeiReBaldwin
Sussex%20RTA%20Conferentdanage CEPR_DP.pdf



Noodle bowl syndrome in Africa

Wie Haer

Source: World Bank: Trade Note September 13 2005:
http://siteresources.worldbank.org/INTRANETTRADE/Resources/2390246812419270/TradeNote24 _Newfarmer.pdf



Noodle bowl syndrome in America

Sourcelnter-American Development Bank: Trade and Cooperation:
A Regional Public Goods Approach: http://www.pecc.org/trade/papers/vanepd@2ftestevadeordal.pdf



