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Trade, multilateralism and 
development 

• Role of trade in improving efficiency 
–  trade can be an engine of growth 

• GATT provided a rule-based multilateral 
framework for  

• conducting international trade,  

• settling trade disputes, and  

• Process of trade liberalization for reaping efficiency 
gains since 1947 

• Succeeded by World Trade Organization in 
1995 

 



Trade, multilateralism and 
development 

• Key principles of multilateralism  
• Non-discrimination or MFN 
• Reciprocity 
• Binding and enforceable commitments 
• Transparency 
• Safeguards 

• Exceptions allowed for preferences in favour of 
developing countries and for regional trading 
arrangements 

• Recognition of different levels in development and 
capacities of countries 

• Concept of special and differential treatment (S&DT) 
incorporated way back in the 1960s 
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 Rounds of Multilateral Trade Negotiations 

Year Round Action 

1947 Geneva 45,000 reductions in bilateral tariffs covering 20% of world trade. 

1949 Annency, France 5,000 reductions in bilateral tariffs. 

1951 Torquay, England 8,700 reductions in bilateral tariffs covering a new range of goods. 

1955-56 Geneva Reductions in bilateral tariffs. 

1960-62 Dillon Round Reductions in bilateral tariffs. EEC talks begin. 

1964-67 Kennedy Round Reductions in bilateral tariffs. Negotiation rules established. 

1973-79 Tokyo Round 
Reductions in bilateral tariffs. Procedures on dispute resolution, 
dumping and licensing. 

1986-93 Uruguay Round Additional tariff reductions. Stalemate for agricultural tariffs. 

1995 WTO established WTO replaces the GATT. 

2001- Doha Round Christened as Doha Development Agenda; yet to be concluded. 
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Trade, multilateralism and 
development 

• As a multilateral rule-based system, should be favoured by 
developing countries 

• Yet an uneasy relationship prevails 

• Uruguay Round was a turning point 

• Developing countries were required to make major 
commitments in trade liberalization 

• Substantial obligations were placed on developing 
countries in new areas:  

• TRIPs, TRIMs and GATS 

• Promise of market access in agriculture, textiles and 
clothing and GATS mode 4 

• These promises not coming through 
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Trade Liberalization in Developed  Countries: 
Growing Asymmetries 

• High Peak Tariffs, Tariff Escalation and Specific Duties 
– Specifically on goods exported by poor countries 

• Missed opportunities for exercising comparative advantage in 
exporting agricultural and labour intensive industrial goods  

• EU and Sugar; IMF’s study of 48% addl. Exports; USDA: $ 60bn gain for DCs 

• Cotton 

• Textiles, clothing and leather goods: high peak tariffs and NTBs 

• Resistance to open up Mode 4 under GATS 

• Quotas and Non-tariff barriers, stringent environmental 
requirements 

• Contingent Protection: Anti-dumping 

• Proliferation of RTAs/FTAs 
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Post-UR Tariffs in Quad Countries on Select Items of 
Exports from Developing Countries 

Product description EU Japan USA Canada 

Agricultural products 

Milk (>3% fat) 113 2201 662 241 

Milk in powder, with or without sugar 55-66 160-2801 55-852 243-243 

Yogurt and Butter 69 300-6201 63-802 238-300 

Cereals and Preparation 32-84 70-900 0-2 1-77 

Groundnuts, shelled 0 470 1322 0 

Cane sugar, raw and white 71-73 85-1001 77-902 7 

Grape juice 215 30 14 10 

Coffee preparations 8 130 272 0 

Tea preparations, essences 0 100 912 0 

Industrial Products 

Woven fabrics of >80% combed wool 12 8 25 14 

Babies garments, knitted or croch synthetic fibres 11 22 16 18 

Women’s blouses and trousers knitted or croch., man-

made fibres 

11 9-11 32 18 

Men’s shirts, woven, of cotton and man made fibres 11 7 20-28 17-18 

Footwear with leather uppers 6 140 10 18 

Ceramic tableware, Drinking glasses etc. 8-9 0 28-29 0 

Source: based on UNCTAD/WTO, 2000. 
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Doha Development Agenda 

• A new round launched in 2001 in Doha with a promise 
to address developmental concerns 
– Phase-out of all export subsidies on agricultural products and 

substantial reduction of domestic support 
– Elimination of high peak tariffs, specific duties, tariff escalation 

and NTBs on products of export interest to developing 
countries; modality for tariff reduction based on less-than-full-
reciprocity 

– Primacy of public health over IPRs 
– Launch of negotiations on Singapore Issues only on the basis 

of ‘explicit consensus’ at the Fifth Ministerial 
– Review of S&DT provisions to make them effective 
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Little movement in addressing the developmental 
concerns 

• Agriculture 
– Protecting the interests of 3-5% population in developed countries dependent on 

agriculture 

• Vague proposals for reduction of domestic support;  

• Ambitious proposals for market access commitments 

• Non-agricultural Market Access 
• Tariff reduction approaches based on Swiss Formula: ‘more’ than full reciprocity 

• No progress towards addressing NTBs in developed countries 

• S&DT 
• Very little progress in making the S&DT provisions precise, effective and 

operational  
• DFQF for LDCs agreed at HongKong also not implemented 



Developing countries emerge as important 
players through coalition building 

• Formed effective issue-based coalitions for 
coordination of their positions 

– G-20 and G-33 in agriculture,  

– NAMA-11,  

– G-16 on Singapore issues;  

– G-90, LDCs, etc. 



Key conditions for benefiting from 
multilateral trading system 

• Productive capacity 

• Infrastructure for connectivity, trade 
facilitation 

• Capacity to comply with product standards, 
food and environmental safety standards 

• Trade finance, market information networks 

– Key role for capacity-building of LDCs 
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Regionalism 
• Non-discriminatory treatment (MFN) is a bedrock of 

Multilateralism 
• However, exceptions for RTAs/ Customs unions are 

provided in the GATT 
• Article XXIV 
• Enabling Clause in Part IV 

• These exceptions have been exploited by a number of 
developed countries to build strong regional trade 
blocs  

• It has given rise to the debate whether RTAs are 
stumbling blocs or building blocs of multilateral trading 
system 

 



1990s a turning point for erosion of MFN 

• Single European Market, 1992 

– Further deepening and broadening of the Single 
market 

• North American Free Trade Agreement, 1994 

• Followed by others e.g. EFTA, European 
Economic Space, APEC…. 
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Implications 
• Large proportion of world trade begins to take place outside 

MFN, on a preferential basis 
– Share of advanced economies in world trade 73% in 1990, 65% in 

2000 and 51% in 2012 

– 63% of EU’s $ 5.8 trillion trade intra-regional; 49% of NAFTA’s $2.37 
trillion trade intra-regional 

• Different regions responded by their schemes of regional 
economic integration 
• Latin America & Caribbean: Mercosur, Caricom, Andean Pact 

• Africa: SADC, Comesa 

• Asia: AFTA, SAFTA, many bilateral FTAs 

• Nearly 300 RTAs/FTAs at different stages of implementation 

• New disciplines in non-trade areas: lot of disputes 
– Chapter 11 cases under NAFTA 

 



New wave of Interregional Blocs 

• Trans-Pacific Partnership (TPP) negotiations launched in 2011:  
• bringing together US and Japan, Australia and New Zealand, 

among other countries 

• EU-US Transatlantic Trade and Investment Partnership (TTIP) 
negotiations launched in July 2013 

• Further erode the MFN trade  

– Virtually entire mutual trade of advanced economies would be 
conducted on preferential basis with existing regional blocs (EU and 
NAFTA) and their new emerging inter-regional trade blocs  

• Both seeking ‘to set new standards for global trade 
and incorporating next-generation issues’ that could 
provide templates for other forums 

 

 

  

 

 



Implications for Asian Developing Countries 

• With the bulk of trade of their major trade partners 
going off the MFN, developing countries in Asia and 
the Pacific region need to look at the options 

– Exploiting opportunities of expanding intra-regional trade 

–  Exploring opportunities for inter-regional trade 



Motivations for Regionalism  

• Economics of neighbourhood: regional value chains 
• Driven by strategic industrial policy geared to 

strengthen competitiveness and growth 
• Leads to efficiency-seeking industrial restructuring to 

exploit economies of scale and specialization 
• Strong empirical evidence on RTAs as determinants of FDI 

 



Gains from regional economic integration: Lessons from EU 

• Engine of Growth: EU’s GDP nearly US$ 200 billion higher than it would 
be without integration 

• Collective external competitiveness of Europe strengthened 
• Emergence of EU as the second pole of the world economy and 

an important player in the world affairs 
• More Equitable development:  

– Poorer countries (viz. Spain, Portugal, Greece, Ireland) biggest beneficiaries of 
integration:  

– faster growth and convergence of levels of development with richer partners 

• Recent crisis a case of economic mismanagement and inability 
to build a fiscal union along side a monetary union   



Lessons from ASEAN 

• Adopted AFTA in 1992 to be implemented by 2008 
subsequently expedited to 2002 

• Complemented by ASEAN Investment Area and Framework 
Agreement on Services 

• ASEAN Economic Community by 2015 
• Connectivity Master Plan 
• Integration helped it to attract attention of all major Asian 

countries as dialogue partners and signed FTAs:  
– East Asia Summit and beyond 

• ASEAN has emerged as a hub and driver of Asia-wide 
integration 

• Evidence of convergence across countries 



Regional Economic Integration in South Asia 

• Formation of SAARC, 1985 

• Recognition of complementarities 
– Committee on Economic Cooperation 

– Trade, Manufactures and Services study, 1991 

• Trade liberalization: SAPTA, 1994 

• SAFTA, 2004: implementation time frame 2006-16 

• Bilateral FTAs: India-Sri Lanka 

• Unilateral preferences: India-Nepal, India-Bhutan, India-
Afghanistan 

 



RTAs and Industrial Restructuring in South Asia 

• Encouraging results from limited experiences 
• SAPTA: trade gains by smaller countries 
• India-Sri Lanka FTA: expansion of trade with narrowing of 

trade deficit + diversification of SL export basket;  
– Indian companies shifting production to Sri Lanka 

depending upon the comparative advantage for 
exports to South Asia and rest of the world 

» e.g. Tyre industry 
– substantial FDI inflows from India to SL:  
– Spurring third country investments in SL 
–Now upgrading FTA to CEPA 

 



Major barriers for intraregional trade in South 
Asia 

• Major barriers are 

• Trade barriers: tariffs and NTBs 
– That also lead to informal trade and third country trade  

• Poor supply capabilities 

• Poor transport connectivity and trade facilitation 
– Lead to high trade costs within the subregion  

» Trade costs for intraregional trade same as for trade with 
EU => benefit of geographical proximity not being 
exploited 

• Poor banking links and capital market contacts 



Beyond SAFTA 

• Expediting full implementation of SAFTA 

• Services and investment liberalization  

• Roadmap or a vision for further deepening 
• South Asian Customs Union, and eventually to an economic 

community 

• An integrated South Asia could be an important 
building bloc of an emerging broader Asian regional 
grouping 

• New salience in the post-crisis world 



Concluding Remarks 
• Multilateral framework is critical for weaker players  

• Developing countries should participate effectively in the 
negotiations by leveraging the coalitions to not only respond to 
but also set the agenda 

• South-South cooperation also useful for capacity-building 

• Increasing popularity of regional economic integration as a 
development strategy 

• South Asia rather slow in realizing the potential of regional 
economic integration 

• Need to exploit its full potential  

• Importance of adopting a vision for further deepening of SAARC 
economic integration  

• Critical in the post-crisis scenario and for playing its due role in 
Asia-wide economic integration 
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