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INTRODUCTIO．N

EsTABLISHEDin1995，theWorldTtadeOrganization（WTO）administersthetrade

agreementsnegotiatedbyitsmembers言nparticulartheGeneralAgreementon

Tari統and廿ade（GATT），theGeneralAgreementonHadeinServices（GATS），

andtheAgreementonTtade－relatedIntelIectualPropertyRights（TRIPS）・The

valueoftotalworldtradeingoodsandservices，includingpaymentstbrintellectual

propertywassomeUs＄16trⅢion（thousandbinion）in2007・TheWTO’srulesand

prlnCiplesestablishalega旺amework氏）rmuChofthisexchange・

TheWTObu捉supontheorganizationalstructurehathaddevelopedunder

GATTauspICeS・Atitscreationin1947，theGATTwasessentiallyatariffagreement・

overtime，aSaVeragetarifflevelsfellasaresultofperiodicroundsofnegotiations・

thefocusexpandedtocovernontariEbarriers（NTBs）anddomesticpolicieswith

animpactontrade・Acomplexpatchworkofpolicy－SPeCi丘cagreementsemerged・

participationintheGATTexpandedsteadny・BytheendoftheUruguairRound

（1994），128CountrieshadjoinedtheGATTSincetheentryintofbrceoftheWTOin

1995，anOthertwodozencountriesacceded，bringlngthetotalto153aSOf2008・

suggestionsmadeduringmeUruguayRoundnegotiationsthat‘GATTisdead，and

morerecentcriticismsoftheWTOsitoddlywiththesesignsofpopularity・

TheunderlyingphilosophyoftheWTO－aSWaSthecasefortheGATTthat

precededi←isthatopenmarkets，tranSParenCyandnondiscriminatorytrade

policiesareconducivetothenationalwe旋reofancountries・Arationaleforthe

waytheorganizationworks－throughrecIPrOCalnegotiationsthatde丘neenk）rCe－

ablecommitmentsandmutuallyagreedrules ofthegamefbrtrade－related

policies－isthattheprospectofbetteraccesstoexportmarketshelpsgovemments

overcomepoliticalconstraintsthatpreventtheadoptionofmoree紀cienttrade

POlicies・
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餌houghtherearemanysimilaritieswiththeGATTtheWTOdi触sina

numberofimportantrespectshomtheinstitutionthatprecededit・Thesediffer－

enceshavepotentidlylmPOrtantimplicationsforthe血nctionlngOfthetrading

system，inparticulartbrdeveloplngeCOnOmies・TheGArTwasarathernexible

institution．Bargalnlnganddeal一makinglayatitscore，Withsigni丘cantopportun－

itiesk）rCOuntriesto‘optout，ofspecificdisciplines・Thisismuchlessmecase

todayTheWTOrulesapplytoaumembers・andaresubjecttobindingdispute

settlementprocedures・Thisisattractivetogroupsseekingtointroducemultilateral

disciplinesonavarietyofsubjects－ranglng丘omtheenvironmentandlabour

standardstocompetitionandirrvestmentpoliciestoanimalrights・Butitisa

sourceofconcemtogroupswhoperceivethe（proposed）mumateralrulestobe

inapproprlateOrWOrrythattheadoptionofspeci丘crulesmaya脆tdetrimentallY

the刹ityofgovernmentstoregulatedomesticactivitiesanddealwithmarket

魚心uresinwayshattheydeemmostapproprlate・

亜nos誼OmthestartofitsexistencetheWTOattractedasigni丘cantamountof

criticalattention．PublicconcemsaretosomeeXtentare紐ectionoftheincreaslng

speedatwhichglobalintegrationisoccurring・Between1900and2000thevalueof

intemationaltradedoubled・Thecross－bordernowofforeigndirectinvesment

（FDI）expandedevenmorerapidly・grOWinglOtimes魚sterthanworldproduction・

since2000，tradeandFDInowshavecontinuedtogrowatablisterlngPaCe，With

worldtradedoublingonceagainand血estockofoutwardFDIpassingme＄13・5

triuion markin2007－aCCOuntmg fbr somelO Per Cent Ofworld output

（UNCTAD2008）・In血epost2000Period・hegrowthratesofdevelopingcountry

tradehavesigni丘cantlyexceededthoseofhigh－incomecountries，helpingto

sustainhighratesofeconomicgrowthandreductionsinpovertyrates・These

positivetrendscoincidedwithmoreliberaltradepoHciesandmarket－Oriented

refbrms．OnlyoneemployeeinteniscurrentlyworkinglnCOuntriesthatarelargebT

separatedfromtheworldmarket，COmParedtotwo－thirdssomethreedecadesago

（Dicken，1998）・Multinationalcorporationshaveassumedamuchgreaterrolein

theworldeconomy・In2006，SOme75miuionpeoplewereemployedbyfbreign

a制iatesofmultinationalcompanies，a血eefoldincreasecomparedto1990，W血

muchofthegrowmindevelopingcountries・One－thirdofalla触atesofmulti－

nationalcompaniesarelocatedinChina，althoughmostofthesetendtobesma旺

scaleorjointventures（UNCTAD，2007）・

Thehighandsustainedratesofgrowthintradeandcross－borderinvestment

nowshavebeenbene魚ciala・Omaglobaleconomicpointofview・Withtheincrease

indeveloplngCOuntries・marketsharesimprovlngmeglobaldistributionofincome

andeconomicactivity・DevelopingcountriesasagroupnowaccOuntfor35PerCent

ofworldtrade，upfromonly20PerCentinmeearly1990S・Themostimpressive

performerhasbeentheChineseeconomymorethantriplingHSShareinworld

exportsbetween1990and2007andontracktobecomethelargestexporterof

goodsin2008（WTO，2008）∴FearofChina，iscommonamongprOducersof
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manu魚cturesaround血eglobe，nOtleastinomerdevelopingcountries・aSis‘fear

ofIndia・amongproducersinrichcountriesofwhatusedtobenontradable

servicessuppliedtobusinessesandhouseholds・Theabsenceofsigni丘cantacross－

the－boardimpositionofprotectionistmeasuresinimportlngCOuntriesisasmuch

atestimonytothesuccessofthetradingsystemasismeobservedgrowthintradeit

hashelpedgenerate“Whethermeopenglobaltradingsystemthatnowexistscanbe

sustaineddependsonhowefEactivesocietieswiⅡbeinundertakingandfacihtating

thea加stmentsmatareneededtoaccommodatetheeconomicexpansionof

developlngCOuntries・Tbsomeextentthosea串stmentsmaylmPlytheuseof

tradepoliciesthatareperm誼edbyWTOrdes－Su（hasantidumplng，Whichhas

beenincreasinglyusedbymanYCOuntries一七utmostlytheyrequlredomestic

policiesmattargettheaffectedgroupsdirec叫

TheneedforliberalizationisgreatestinagricultureWherepoliciesinrich

countriesimposesigni丘cantnegativespilloversofmanydevelopmgcomtries－a

centralissueintheDohaDevelopmentAgenda（DDA）・andtheonematislargely

responsiblefbrmeslowprogressofthenegotiations・Asimportantasmanaglng

a申Stment，isEbrcountriesmathaveseen血eirtradesharesincreasegremYtOPlaY

amoreprominentroleincontrib皿tingtomepublicgoodofanopenmu皿ateral

tradingsystem・Thisi叩Pliesagreaterw皿ngnesstolockinliberalizationthrough

theWTOandaccedetorequestsfor血Herreciprocityintradenego血ions・Such

則erparticipationin血eWTObymeemerglngmarketeconomiesisoneofme

majOrChaHengesconEontingthemul血ateraltradingsystem・Withoutgreater

reciprocitiPreSSureSWillgrowbrprotectioninimportingcountriesmatare

beingforcedtoa申stastheirdomesticindustriescontractasaresukofcompet誼on

丘om（more）e鯖cientexporters・IncreasinghTthisisaservicesagenda，intermediated

byforeigndirectandportrblioinvesment（includingsovereignweallh魚mds）・

Thegrowthofdevelopingcountrytradesincethemid－1990Sisbothanexample

oftheimportanceofheWTOandhechanengecon宜0mngtheorganization・

Newtradepowersneedtobeaccommodatedandintegratedintomesystem，Which

requlreSgreaterattentiontobegⅣentOaddressingheconcemsoflowjncome

countriesthatarelaggingbehind・TheenormousheterogeneltyOfmeWTO

membership一mhichcannolongerbecharacterizedbyaNorth－Southdivide－

complicatestheneededagreementonwhere血eboundariesoftheinstitutionlie・

viewsdiHerslgni丘cantlyonwhatheobjectivesoftheWTOareorshouldbe・

AnumberoftheministerialmeetlngSOftheWTOpost－1995WereaCCOmPanied

bydemonstrationsbygroupsspanningthenongovernmentalorganization（NGO）

community，farmersandlわourunionsseekingtolimitortoexpandmereachof

multilateraldisciplines・High－PrO創eandsometimesviolentstreetprotestsduring

the1999SeattleWTOministerialhelpedscuttleefibrtstolaunchtheso－Caued

mill．nniumr。undandmarredministerialmeetingsinCancun（2003）andHong

Kong（2005）・InCancun，aKoreanfarmercommittedsuicideinをOntofTV

camerasfortheworldtosee・Manycitizensofmembercountrieshaveavery
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limitedandoftenskewedunderstandingofwhattheWTOisanddoes・andwhatit

isnotanddoesnotdo．Theextentofthedisconnectthatemergedinthelate1990S

isexempli丘edbya1999SwissTVprogrammeinwhichasmallboyisscaredtogo

tosleepbecause‘thereisaWTOundermYbedAlthoughoppositiontotheGArT

andtheUruguayRoundwas quiteintenseattimes一glVlngrisetoposters

representingtheinstitutionasa‘GATTZilla，（referringtothecartoonmonster

Godzilla）－itneverreachedthepointwhereaTVproducercouldhelcomfbrtable

assumlngltlmpaCtedonthefearsofch捉ren・Mattershaveimprovedsubstantially

since2000aSareS血ofanactiveoutreachefibrtbytheWTOSecretariat，butNGO

concemandoppositionremainsprominent，aSillustratedbyasteadydrumbeatof

wTOcriticismattheWorldSocialForum－arivalconventiontotheWTO一

統endlyWorldEconomicForumheldannualVinDavos，Switzerland・

Alhoughe統血StOliberalizetradehavealwaysbeenopposed－SOmetimesvery

vocallrbydomesticgroupswhostandtolose缶omgreatercompetition倹r

example魚rmersinhigh－incomecountries），thetermsofthedebatesurrounding

heWTOnowextendwellbeyondthetraditionaltradeliberalizationagenda・

UnderstandinghowtheWTOworks言tsstrenghsandweaknesses，andwhat

mightbedonetomakemeinstitutionamoree能ctivetoolofmul血ateral

cooperationisvital・ManYOftheWTO，scriticscontinuetohaveseriousmiscon－

cept10nSaboutmeorganization・WmemanYOfthosewhoareseekingtoexpand

theWTO，smandateo宜enappeartolgnOrebasicprlnCiplesofeconomicsandrisk

mecontinuedviab批yofaninstitutionmathasplaYedakeyroleinsustaininghe

openeconomicsystem，Whichhashe唇draisepercapltaincomesinmuchofthe

worldtolevelsneverseenbeforeinhistory・Atthesametime・SOmeOfmecriticism

r。nectsdeeplyheldbeliefsaLndconcerns・Someofthesubjectsmatareaboneof

contentioncannotorshouldnotbedealtwithbytheWTOandclaimsofsinsof

c。mmissionoromissionaretherefbreofteninapproprlate・Butsomematterscan

andshouldbelaidatthedooroftheWT〇・

〇urgoalinthisbookistoprovideasuccinctdescript10nOftheprlnCiples，mles

andproceduresofthemultilateraltradingsystem，aSWeHasapoliticaleconomy－

ink）rmeddiscussionofhowit血nctions・Thisbookdoesnotprovideadetailed

negotiatlnghistory－－Whodidwhatandwhen－althoughmeresultsofnegoti－

ati。nSandministerialmeetingsarediscussedatsomelengm，includinghesubjects

thatwereonthetableintheDDA・Beinganintroduction，thisbookcannotbe

more血anastartlngPOint・Guidestofutherreadingareprovidedattheendof

everychapter・ReadersinterestedinpursulngSpeCi丘csubjectsingreaterdepth

shouldconsulttheworksrecommendedthereaswellasthebibliography・

Thebookisorganizedinto怠veparts・PartIprovidesabriefhistoricaloverviewof

th。eV。Iutionofthemu皿ateraltradingsystem，majordevelopmentsinworldtrade

andintr。du。eSmebasicfunctionsofthetraderegime（Chapterl）・PartIIdealswith

theWTOasaninstitution・Chapter2describestheorganizationalstructureofthe

WTO，itsscopeandfunctions・Chapter3discussesWTOenforcementanddispute
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settlementprovisions，andsummarizesthecaseloadtodate・Chapter4analysesthe

roleoftheWTOasafbrumfbrnegotiations・SpecialattentionisglVentOme

conceptofrecIPrOClt71aSthisisakeyelementofmu皿ateraltradenegotiations

（MTNs）．

PartIIIdiscussesthecoredisciplinesoftheWTQwhicharecontainedin血ree

mult田eralagreements・Chapter5describestheGATTrulesformerchandise

trade－disciplinesontari鴇，quOtaS，Su坦dies，CuStOmSPrOCeduresandproduct

standards，amOngOthers・Ineachinstancewediscussthepo此caleconomy

rationaleunderlyingherules，uSlngCaSeSandexamplesdrawnをompracticeto

mustratetheirrelevanceandoperation・Chapter6tumstothemaJOrSeCtOr－

speci丘cagreementsthathavebeennegotiatedunderGATTauspICeS・the血ee

mostimportantbeingtheUruguayRoundAgreementsonAgricultureandon

TextilesandClothing，aSWellasmeInformationTtchnologyAgreement（ITA）・

Bothsectorshavealonghistoryofprotectionisminmanycountries，andboh

co血nuetohavehigherlevelsofprotectioninmaIVCOuntriesthanothersectors・

Chapters7and8discussmetwomaJOradditions血atweremadetohetrading

systemintheUruguayRound‥disciplinesonpoliciesa能ctingtradeinservicesas

embodiedintheGArS，and血eagreementonTRIPSrespectively・

InPartIVwedescribeandassessthemajor‘holesandloopholes’inheWTO・

Thevariousmechanismsallowlngfbrthere－impositionoftradebarriersare

discussedinChapter9，Whichsummarizestheruleson－and血eeconomicsoL－

theuseofinstrumentsofcontlngentPrOteCtion・ThesehavebeenverylmPOrtantin

dealingwih domestic po皿calpressures for（re－）imposition ofprotection・

Althoughoftenabusedtothedetrhentofbothnationalandglobalwelfire，reCent

researchhasshownhatheycanalsoplayaconstructivepolitical血nctionby

helpinggovemmentsthatdecidetoundertaketar－reaChingliberalizationtoimp－

lementandsustaineconomy－Widepolicyrefbrms・ChapterlOdealswithoneofthe

mostimportantexceptionstomemostfavourednation（MEN）ruleanowedbythe

WTO：preferentialtradeagreements（PTAs）・AlmostallWTOmembersareparti－

cpantsinoneormorePTAs，ralSlngSeriousquestionsaboutthepracticalrelevance

oftheWTOnondiscriminationprlnCiple・SincethecreationoftheWTOthe

nuIhberofPTAshasincreasedsteadily，aShavenonreciprocalduty－rreeaCCeSS

schemesforleastdevelopedcountries（LDCs）・Asaresult，mul冊ateralizationof

preferentialtradeisoneofthemかrchallengescon丘ontingtheWTO・Chapterll

discussestheprovisionsof血eWTOallowingforthenegotiationofso－Called

plurHateralagreements，Whichapplyonlytothosemembersthatslgnthem・The

mostimportantoftheseiscurrentlyheAgreementonGovemmentProcurement・

TheuseofsuchagreementsmayweHincreaseinthehture，aSitanowsfbrsubsets

。fmemberstomovefbrwardinareaswhereconsensuscamotbeobtained・

PartVaddressesrecenttrendsandchallengesconfrontlngtheWTO・Chapter12

discussestheevoIvingroleofdeveloplngCOuntriesandfdmercentrallyplanned

economiesinthemultilateraltradingsystem，andtheconcemsthatmesecountries



6　　THE POI，ITICALECONOMY OF THEWORI．D TRADING SYSTEM

haveregardingitsoperation・Chapter13dealswithanumberofsubjectsthatare

likelytobeonthenegotiatingagenda氏）rSOmetimetocome，includingcompe－

tition（antitrust）policy，1abourstandards，i・NeStmentandenvironmentalPOlicies．

Chapter14tumStOthequestionofgovernanceofthetradingsystem，theroleof

NGOsandtheimportanceofensuringdomestictransparencyoftradeandinvest－

mentpolicies・

TheconcludingchapterbrienysummarizessomeofthemaJOrthemesthat

emergeをompreviouschaptersanddiscussespossible血turesfbrtheWTOand

thechallengeofsustalnlnglnternatiomlcooperationinthetradeareapost－Doha・

Thevolumeindudestwoannexes・AnnexIPrOVidesalistingofWTOmembers

and some ofthekeycharacteristics thathelp determine meirinHuence and

PartlCIPationintheinstitution・Annex2Summarizestheeconomicsofma70r

tradepolicYlnStrumentS・Itcoverstari鴇，quOtaS，tradeinservices，Subsidies，

extemalitiesandmarketfailure，Pricediscrimination（dumping），FDI，tradepref－

erences・PreftrentialpublicprocurementandreIltSeeking・Althoughthediscussion

inthevolumeismostlYnOnteChnical，WehopeinclusionofmematerialinAnnex2

Willassiststudentsofintemationalrelations，eCOnOmicsandbusiness，aSWellasme

interestedreader・tOrelatebasiceconomicconceptsandanalyticalをameworksto

thetradepoH・yinstrumentsthatarethesubjectofWTOdisciphes．

C H A P T E R l

THE TRADING

SYSTEMIN

PERSPECTIVE

EcoNOMICtheorysuggeststhatcounmesshoddpuSueliberaltradepoliciesand

exchangegoodsandservicesonhebasisoftheircomparativeadvantage・In

practice，however，mOStnationsactivelyinterveneininternationaltrade・Since

1947，the GATT has been the maJOr k）Calpoint tbrindustrialized country

govemmentsseekingtolowertradebarriers・Progresstowardsliberalizationof

tradewas丘tfulattimes，OfleninvohTingtwostepsforwardandonestepback・

Noneheless，reCurrlngMTNs andthepositive demonstration e絶cts ofthe

success ofoutward一〇rienteddevelopmentstrategleSaimedatintegrationinto

meworldeconomyres山edinasteadydeclineintheaveragelevelofprotection

inmostcountries・TheprocessesanddiscipmesofmeGATThelpedgovern一

ments toliberalize tradeandto resistpressures fbrprotection・Thisinturn

helpedfbsterever一greaterintegrationoftheglobaleconomythroughtrade・The

extenttowhichworldtradehasgrownsincethe1950Sistrulyphenomenal，

especiall）r henputinhistoricalperspective・Thevolumeoftradeincreased27－

fbldbetween1950and2006，mreetimesmorethanthegrowhinglobalgross

domesticproduct（GDP）（WTO，2007）・TheGATTand，Since1995，theWTO

playedanimportantroleincreatlngthemultilateralfkmework血athassup－

portedthistradeexpansion・
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1．1．TRADE，GROWTHAND GLOBAL

INTEGRATION

ThevalueofglobaltradeingoodsandservicespassedtheUS＄15trillion（thousand

b皿on）markin2006・AtUS＄12・5trillion，tradeingoodsaccountedfbrthelion’s

ShareofglobalHows，followedbytradeincommercialservices，Whichhadgrownto

US＄2・7trillionin2006（WTO，2007）・Reporteddataontradeinknowledge，aS

measuredbypaymentsofroyaltiesforuseoftrademarks，PatentSandsoもrth，

addeduptosomeUS＄140biHionin2006．Asdataonbothtradeinservicesandthe

arms－length exchange ofknowledge areincomplete（Wereturnto thisinthe

Chaptersonservicesandintellectualproperty），theUS＄15trmion五gureisan

underestimateofthevalueoftotalcross－bordernowsofgoodsandservices・

Withonlyafewexcept10nS，nOtablyin2009aSareSultoftheglobal丘nancial

Crisisandrecession，tradehasgrownmorerapidlythanoutputeachyearsince1950

（Figurel・l）・ThemorerapidgrowthoftradeascomparedtoGDP－byafactorof2

duringthepost寸990Period－hasresultedinrislngmerChandisetrade－tO－GDPor

OPenneSSratiosfbrallregions（Figurel．2）．

Hadegrowthhasbeendrivenbyamixoftechnologicalandpolicychangesthat

reducedtradecosts・Theseinturnhavegeneratedchangesintheorganizationof

PrOduction，Stimulatingagreatincreaseinso－Calledverticalspecialization，Wi血
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Fig“1“1°GrowthinthevoIumeofworldmerchandisetradeandGDP（percent）

SourCe．WTO．
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一一一EastAsia〔tPac緬C　－EuropeEtCentraIAsi8　－－嘉一LatinAmericaEtCaribbean　－う←MTddieEaSt雄No軸Africa

一業－50uthASia　　　　一一一Sub－SaharanAfrICa　　一十industriaICountrieS

Fig．1，2．Tradeopenness〔ratiooftradetoGDP）．1970－2006

50UrCe：WorIdBank，WoridDeveIopment囲ICatOrS．

缶msconcentratingon（specializingin）speci丘cbitsof血eproductionchainfbra

PrOduct．Allmesechangesareinter－related，Withpolicyreもrmshelpingtostimu－

late technologlCalchange㍉md technologicaland managerialchangesin tum

puttlngPreSSureOnPOlicies・Asdiscussedlaterinthisbook，theGATTplayedat

bestamarginalroleinmetradepolicyreformprocessindevelopmgCOuntries一十ts

impactwaslargelyrestrictedto OrganizationfbrEconomicCooperationand

Development（OECD）countries，aS these were the nations that participated

mostactivelyintheinstitution・DeveloplngCOuntriesbegantoliberalizetheir

tradeunilaterallyduringme1980S and1990S，SuPPOrtedbymeinternational

五nancialorganizations，inparticulartheWbrldBankandmeInternationalMon－

etaryFund（IMF）・Thesigni丘canceofhetradingsystemfbrdevelopingcountry

members，policiesonlybegantoriseafterthecreationofmeWTOin1995・

Startingwithaveragetari鴇inthe20T30PerCentrangearOund1950（WTO，

2007），COmPlementedbyavarietyofNTBsthatwereoftenmorebinding（includ－

ingquantitativerestrictionsandexchangecontroIs），OVertimeandinlargepart

throughrecurringMTNs，aVeragelevelsofprotectionofindustrializedcountries

werelowered・Asof2006，theaverageuniformtariffequivalentofOECDmer－

chandisetradepolicieswasonly4PerCent（Kee，NicitaandOlarreaga，2008），

mostlyrenectingprotectionofagriculture・Imports ofmanymanu魚cturesare
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Fig・1°3°inter－andintra－regionaltradeflows．US＄b冊onandpercent，2006

50urCe：WTO（2007）．

nowduty一缶ee・Incontrasttodevelopedeconomies，mOStdevelopmgeconomies

maintainedrelativelyhighbarrierstotradefbrmuchofmeposLSecondWorld

Warperiod・Onlyinthe1980SdidmanYlow－incomecountriesstarttoliberalize

theirtrade・Thesedi鉦rencesinpolicystanceshelpinunderstandingtheprevamng

PatternSOftrade．

Globaltrade且owsaredominatedbyexchangesw血inandbetweenmethree

majorregionsoftheglobaleconomy（heso－CaHedtriad）：Europe，NorthAmerica

andEastAsia・In2006，intl・a－EastAsiaandintra－NorhAmericantrade－rePreSented

byhecirclesinFigurel・3－aCCOuntedfbr53PerCentOfworldtradeandabouttwo－

thirdsofthetotalmerchandisetradeofthethreereglOnS・Ttadeingoodsbetween

membersofmeEUaccountsfbraboutone－thirdofglobalmerchandisetrade・Some

40PerCentOfalldevelopingcountryexportsaredestinedfbrotherdeveloping

countries．

Al149LDCsltogetheraccountedfbronlylPerCentOfworldtradein2006，

reHectingthesmallsizeoftheireconomiesandverylowpercapltaincomes・Their

SharehasactuallYfallenovertime－itstoodatl・7PerCentin1970・SouthAsiaand

lAcountryisde血edasanLDConthebasisofasetofcriteriaappliedbytheUnitedNations

EconoTicandSocialCouncn（ECOSOC）・Thelistisreviewedeverythreeyearstodeterminewhether

COuntrleSShouldbeaddedorgraduatedをomthelist・InDecember2007CapeVerdewasgraduated，

reducingthenumberofLDCsto49．ThenextcountrytograduatewillbetheMaldives（in2011）．
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Sub－SaharanAtrica（indudingSouthA血ca）togetherrepresentsome5PerCentOf

worldtrade；LatinAmerica（excludingMexico）another3・6percent・Thelowtrade

sharesofmaIVOfthepoorestcountriesisinpartarenectionoftheveryrapid

increaseintradeofEastAsiancountries，aSWellasthesustainedgrowthintrade

betweenhigh－incomecountries・InabsolutetermsmostdeveloplngCOuntrieshave

seenhevalueoftradeincreaseovertime．Theweakerrelativetradeperformanceof

manYdevelopingcountrieshasimpliedthattheinterestsofindividualdeveloping

countriesareincreasinglydistinct，Withsomehavingbene釦tedgreatly宜omme

open－globaltradereglme，butmanyothersnotpercelVlngSlgni丘cantbene丘ts

associatedwithWTOmembership・Asaresult，theinstitutionhasbecomemore

concemedwiththequestionofhowtoenhancethebene飢Sofmembershipand

assistpoorcountriesinharnesslngPOtentialtradeopportunities・

DeveloplngCOuntrieshaveincreasinglybecomeproducersandtradersofmanu－

fictures．The share ofmanufacturesin totalexports ofdeveloping countries

increasedをomJuSt30PerCentin1980tOSOme70PerCentin2005－almostas

highasinhigh－incomecountries（Figurel・4）・Asubstantialproportionofthis

globaltradeinmanu魚ctures，eSpeCialhTbetweenOECDcountries，COmPrlSeSintra－

industrytrade－theexchangeofsimilar，di撫rentiatedproducts・Intra－industry

traderatiosare丘equentlyabove60PerCentforOECDcountries・Sincethe1990S

theyhaverisentosimila－rlevelsfordynamicdevelopmgandtransitioneconomies・

ThecoroHaryofthegreatincreasein血eshareofmanu魚cturesindeveloping

countrye坤OrtSisa魚11intheshareofagric山ureandnaturalresourceproducts・

Ofcourse，therearesubstantialvariationsintheshareofmanu魚cturesinexports

acrosscountriesandregions．Sub－SaharanAmcancountriesremainheavihTdepen－

denton（specializedin）naturalresourcesandagricdture－e・g・Oil，COCOa，COttOn

orco能e－aSdomanycountriesinLatinAmerica（e・g・beef，Sugar，grains）andthe

MiddleEast（oil）．Fortheworldasawhole，however，tradeinmerchandiseis

田ShareOfman所aCturCS．OECD

05hareofma［ufaCtureS．Oe〕cioping

1980　　　　　1990　　　　　　2000　　　　　　　2005

SShaIeOfpart5andcompon帥tS，OECD

ロSharcofpartsandcomponcnts．Deveioplng

Fig・1“4“Shareofmanufacturesandpartsandcomponentsintotalexports′1980－

2005

50urCe：UNComtradedatabase．
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12　　THE POLITICAL ECONOMY OF THE WORLD TRADING SYSTEM

mostlytradeinmanufacturedproducts・Agriculturalproductsaccountedfbronly

8percentofworldtradein2006－Withthethreelargestexportersbeingdeveloped

economies：theEU，theUSandCanada．

Therapidincreaseintheshareoftradeinmanu魚ctures，andwithinthis，trade

incomponentsandparts，isonestrikingillustra－tionoftheprocessofglobalization

Ofproduction（Boxl・l）・Amongdevelopingcountries，EastAsianeconomiestook

meleadinspecializlnglnlabour－intensivemanufactures・InitiallyconcentratlngOn

Simpleproductssuchasgarmentsandfootwear，thesecountriesnowproducea

Boxl“1“ChangesinGiobalProduetionSharing

ThegeographicをagmentationofmanufacturlngPrOCeSSeShaslongbeena氏atureof

WOrldtrade・OneofitsearlierfomsinvoIvedtheproductionofprimarycommoditiesin

developing（andsomedeveloped）countries，Shipmentofthesegoodsto（largely）

industrialnationsEor血rherprocessing，andthen血ere－eXPOrtation（inpart）of血e

PrOCeSSedproductbacktomeprimarycommodityproduceror血irdcountries．For

example，tin oremightbeminedinThailandorMalaysia，Shippedto rapanfbr

re丘nementandfurmermanufactureandre－eXPOrt・Suchproductionsharingtrade

血owswerebasedinpartoncomparativeadvantage，butpolicies－SudlaStari任esca1－

ation（tari鉱山atincreasewihthedegreeofprocessingofagood）－alsocontributedto

thispattemofexchange．

Themagnitudeofsuchtraditionalproductionsharingtradehasbeeneclipsedby

intemationalexchangeofmanufacturedpartsandcomponents・Acomparisonofthe

ValueofEastAsiantradeintraditionalinputs－agriculturalrawmaterials，OreS，minerals

andnonfarrousmetalsandunprocessedfbodstu鴇likecocoaandco能ebeans－LWim

manu魚cturedcomponentsrevealsthatin1984，Asianimportsoftraditionalinputswere

morethandoublethoseofmanu魚cturedcomponents・By1996，COmPOnentimports

WereUS＄67billionhigher・Ttnyearslater，at＄781・8b皿on，importsofcomponentswere

OVerthreetimeslargermantraditionalinputs・At15・lPerCent，heaverageannual

growthratefbrcomponentimportsover血isperiodwasalmostdoublematoftrad－

itionalproducts・AsimilarpattemisobservedforEastAsianexportsduringthisperiod，

theratiorisingをom2tOOVer8（seeBoxTable）．

Tradeflowandproduct Value（US‡bn）　　　　　　Growth（％）

1984　　　　1996　　　　2006　　　　1984＿2006

lmpoHS

TraditionaI叫utS

Manufaeturedcomponents

Exports

TraditionailnPutS

Manufacturedcomponents

39．2　　　　　　98．9　　　　　247．4

17．9　　　　165．6　　　　781．8

17，0　　　　　　27．6　　　　110．0

33．0　　　　177．8　　　　　942．4

50urCe：1984and1996．NgandYeatS（19991．2006dataprovidedbYFra［CisNg．
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diversi丘edmixofmanu魚cturedgoodsandparticipateverylntenSivelYinthe

processofglobalproductionsharing・EastAsianglobalexportsofcomponents

grewatanannualrateof15PerCentduring1984－2006，mOrethantburpercentage

polntSabovethegrowthratefbralltrade・ExportsofcomponentstootherEast

Asianmarketsgreweven魚ster（about21PerCentperyear）・Asaresult，theshareof

anpartsandcomponentsexportsdestinedforreg10nalmarketsalmostdoubled

五〇m25tO46percent・Thecorresponding五guresfbrLatinAmerica・brexample，

wereonly17PerCentand14perCentreSPeCtively（Aminian，FungandNg，2007）・

Thisillustratesanotherphenomenon－theincreaslngPaCeOfregionalizationof

dyTlamiceconomies・The2008－9810balrecessionrevealedthat丘agmentationof

productionincreasesthesensltlVltyOftradetoincome：aSdemand則，tradefen

much魚ster・Regionalverticalspecializationdidnotinsulatecountries五〇mthe

businesscycle．

AlthoughpotentiaHyincompatiblewiththeprocessofglobalizationofproduc－

tionifassociatedwi血fOrmalpr詭rentialtradeagreementsthatcreateredtape

suchas restrictiverules oforigin（see ChapterlO），theEastAsianexperience

illustratesthatreg10malintegrationreinforcestheprocessofglobalizationifdriven

bymarketfbrcesandcomplementedbyopennesstotradewiththerestofhe

wohd・Hadeexpansionandthegrowthinproductionsharinghaveplayedan

importantroleinthereorientationandexpansionoftradebetweenCentraland

WesternEurope，andhavealsobeenincreaslngfbranumberofLatinAmerican

andNormA丘icancountries，al血oughinmesereg10nStheshareofintra－industry

tradeismuchlowerhanitisfbrEastAsiaandCentralEurope．

Animplicationoftherisingshareofmanu患cturesinglobaltradeisthatthe

魚ctorcontentoftradehaschanged・Asrecentlyasthelate1980Smanydevelop一

mgCOuntryeXPOrtSWerePredominantlynaturalresourceandunskilled－khour

intensive・Inallreg10nSWimmeexcept10nOftheMiddleEast，aCOunterPart

oftheincreaseinproductionandexportsofmanu魚ctureshasbeengreateruse

oftechnologyandskilledlabour（humancapital）・OveraHhesk山一intensityof

productionandtradehasbeenrislnginbomdevelopedanddeveloplngCOun－

tries，includinginSub－SaharanA鮎ca（Tablel・1）・Thisdoesnot丘ttheprediction

ofthestandardtrademodelwhereintemationalexchangeisdrivenbydi能rences

infactorprlCeSmatintumarearenectionofdi縦rencesinendowments of

The‘standard〕prediction丘om endowment－based theories ofcomparative

advantage（Heckscher－Ohlin）isthatasOECDcountrieshaveamoreeducated

andskilledlabourforce，theyshouldspecializeinproductsmatusesuch魚ctors

relativelyintensivehTherelativeprlCeSOfgoodsthatuselessskilledlabourmore
intensivelyshouldthen細1astradeisliberalized（andthoseofskilledgoods

increase），Whichinturnshouldreducetherelativewages ofthe魚ctors used

inproducingthesegoodsdomesticany・Atthesametime，aSunSkilledlabour－

intensive activities are downsizedand relativewages fa皿，there shouldbe an
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Tablel“1°FactorintensityofmerchandiseexportS，1988and2006

NaturaI UnSk川ed TechnoIogy Human

re50urCeS labour capitai

1988　2006　1988　2006　1988　2006　1988　2006

lndustriaIcountrieS

DeveloplngCOuntrieS：

EaStASia aPac甫c

EuropeaCentraiASia

LatinAmerica紅Caribbean

Middie EaSt紅NorthAfrica

SouthAsia

Sub－5aharanAfrica

24．4　　23．1　　9．4　　7。3　　38．9　　44．6　　27．3　　25．0

50ul・ee：UNComtradeandWorldBank．

expansioninthedemandk）rSuChliわourinallpartsofheeconomy・Conversely，

developmgcountriesshouldspecializeingoodsmatuselessskflledkbourmore

intensively・aSmatisa魚ctorwithwhichtheyarewellendowed，implyingthat

liberalizationshouldboostunskilledwages・Itturnsoutthatneithermeproduct

PrlCee麗ctsnortheeconomY－WideexpansioninunskilledlabourintensltylS

Observedinthedata・Indeed，alargemeraturehasconcludedmattheobserved

riseinthecapitalandskill－intensitYOfproductionandtradeismainlyarenection

Oftechnicalchangethatis‘biased’towards（bene魚ts）themoreskilled．Skill－biased

technicalchange（SBTC）isoneexplanationk）rthedecliningshareofunskilled

labourintotalexportsofalmostaⅡcountries．

Theincreaslngtragmentationorsplinteringofheproductionchainhasbeen

driveninpartbytechnologlCalchangesthatha－Veloweredthecostsofcommuni－

Cationandtransport，aSWellasbyrapidgrowthinFDI血ows．Thelatterinturnare

inpartalsoaresultoftheinゐmationandcommunicationtechnology（ICT）

revolution，Whichgreatlyfac亜ates controlandcommunications andthe far－

reachingliberalizationofpoliciestowardsFDIindeveloplngCOuntries，aSWellas

Omerpolicyreもrmsthathaveimprovedtheinvestmentclimate（Figurel．5）．

Althoughdatasuggestthatstartmgln2005，POliciestowardsFDImayhavestarted

tobecomesomewhatmorerestrictiveonthemargin，medominanttrendhasbeen

fbrgovernmentstotakeactiontoreducebarrierstoFDI・Theresponsetoboh

technologlCalchangesandpolicyrefbrmswasspectacular・Theglobalvalueof

StOCksofFDIrosesixfbldbetween1990and2006，Substantiallyfasterthanthe

growthintrade・Whichincreased‘only，35timesoverthesameperiod・Asdiscussed

inChapter7，muChofthisFDIisassociatedwithservicesandisinpartaresponse

to decisionsbymanygovemmentsaroundtheworldtoprlVatizestate－OWned

utilities（suchastelecommunications）andtoopenaccesstoforeignprovisionof
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＄点らず㌔実年すぜ実生㌔葦主宰㌔誇㌦草書

ー◆一しiberalIZingmeaSUreS　　　一〇〇一Morere，trtCtivcmeastlrtS

Fig，1，5，ChangeSinFDIpoiicies（numberofmeasuresperyear）andvalueofFDi

stocks．US＄m冊on

50urCe：UNCTAD（2007）．

services．However，muChofitisinnaturalresourcesandmanufacturmgandrelated

activities－SuChasenergyservicesanddistribution・

Forelgndirectinvestmentinmanu魚cturmg－relatedactivitiesmaybeeither

horizontalorverticalinnature．VerticalFDIinvolvestheestablishmentoffacmties

thatspecializeinspecihcpartsoftheproductionchain，Withlocationofa触iates

dependingonthecomparativeadvantage（comparativecosts）ofthehostcountry・

HorizontalFDIentailsa五rmessentiallyreplicatlngPlantsthatproducesimilar

goods，implyingthatFDIandtradearesubstitutesfbrtheparent血m・Anexample

ofhorizontalFDIisthecreationofJapanesecarfactoriesinmeUSthe1980Sand

1990S，drivenbyprotectionistAmericantradepolicies（so－Calledtari勘umping

FDI）．AnexampleofverticalFDIwouldbeBMWsettingupaplantinSouthA無ca

toproducecarseatsthatareincorporatedintothecarsitmakesinGermanYand

otherpartsoftheworld・VerticalFDIoftenentailsoutsourclngenergy－Orlabour－

intensivepartsoftheproductionprocesstoa飾1iatesincountries血atarewell

endowedwiththerequiredinputs・InpmCiplesuchproductioncouldalsobe

outsourcedtouna範liated五rmslocatedinsuchcountries，butmesemaynotexist

or，iftheydo，lackthecapacitytosatisfytherequiredproductionstandards・There

mayalsobeconcemsregardingtheabilitytoenforcecontractsorpotentialleakage

oftechnologythatinducemultinational魚rmstokeepproduction‘in－house：The

relativeimportanceofhorizontalandverticalFDIvaries dependingonmany

魚ctors．OnaveragehorizontalFDItendstoberelativeVmoreimportantfbr

developedcountries，reneCtingtheirsimHarityinfactorendowments・Ⅵrtical

FDItendstoberelativelymoreimportantforNorth－SouthFDInows・

OftheUS＄12＋trillionglobaltradeingoods，aSigni丘cantshareis血ra一五m，

invoIvingnowsbetweena飾Iiatesandparent紅ms・InthecaseoftheUS，SOme

45PerCentOftotalmerchandiseimportsareintra一五rm・Suchtradeishighly
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16　　THE POLITICALECONOMY OF THE WORI．D TRADING SYSTEM

COrrelated－byde丘nition－LWithFDInows．Forexample，Bernardetal．（2，007）note

thaton中2PerCentOfUSimports丘omBangladeshin2000Wereintra一魚rm，aS

COmparedto75PerCentOfimports五〇mIrelandandJapan．InthecaseofIreland

thetradeisdrivenbyexports缶omUS－OWnedaHiliates，Whereasinthecaseof

JapanitreHectsimportsbyJapanese－0Ⅵleda飴liatesthathavebeenestablishedin

血eUS・USimports宜omChinaarestillmosdyams－length－intra一五rmtl・anSaC－

tionsaccountedfbr18per竺ntOftotalimportsin2000・Understandingthe

determinantsofobserveddi麗rencesinFDIinnows，andthemagnitudeofintra一

五mtradeversusarms－lengthoutsourclngandofrshoringoftaskshasbecomea

ma70rfocusofresearchininternationaleconomics．

Globalintegrationandgrowth

TheexpansionoftradeandFDIareJuSttWO dimensions ofthemultitaceted

PrOCeSSOfglobalintegrationhathasbeenoccurringinrecentdecades．Cross－

bordertradeandinvestmentnowshavebeenamajOrenglneOftheprocess－

‘machines’thatallowcountriestotransもrmonesetofgoodsandservicesinto

anothersetthattheyvaluemorehighサTheincreaseinthdeopennessandcross－

borderinvestmentisbene丘cialtotheworldasawhole・Empiricalresearchby

economistshasshownasigni丘ca址POSitiverelationshipbetweenopennessand

economicgrowth（e・g・Greenaway，MorganandWright，2002，）．Figurel．6chartsthe

associationbetweentradeandgrowthbylookingatasampleof72developmg

COuntries，dividedintotwogroups：‘globalizers，－→he24COuntriesthatsawhe

greatestincreaseinmeirratiooftradetoGDPbetweenthemid－1970Sandmid－

1990S－and‘nonglobalizersIGlobalizersgrewfasterthanbomhenonglobalizers

andtheindustrialcountriesovertheperiodconsidered・

Inawidelycitedarticle，SachsandWarner（1995）Concludethatopendeveloping

COuntriesgrewbyanaverageof3・5PerCentagePOmtSfasterthanacompara－tOr

groupofclosedeconomies・Thesustainedriseinpost－SecondWorldWarEuro－

PeaneXPOrJoutputrl江ios（comparedtothepre－WarPeriod）wasassociatedwitha

SuStainedincreaseintheaveragegrowthrate（Ben－DavidandLoewey，1997）．

SustainedeconomicgrowthiscriticalinlowerlngPOVertyrateS・EastAsia，the

developingregionmathasreliedontradethemostintensivelyaspartofits

developmentstrategy，hasseenanumberofcountriescatchupwiththeindustri－

alizednationsintermsofpercapltaincomeandsigniacantlyreducethenumberof

PeOPlelivingmPOVerty．

ThereisavlgOrOuSaCademicdebateontherelationshipbetweenopennessand

growh Forexample，DaniRodrikhas arguedthatdata andme血odological

Weaknessesdonotallowstrongconclusionstobedrawn（Rodrik，1997；Rodriguez

andRodrik，2001）・Scepticsagreethereisapositiveassociationbetweenopenness

andgrowth，butarenotconvincedthedirectionofcausalityiscorrect：theyargue
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GlobaiizershaveSeentradeincreaSed

19605　　　　　　19705　　　　　　19805　　　　　　1990

l唖hCo面e5　°G脚zerS　ロNon－Giob訪中

GIobaiizerShavealSCeXperiencedfaStergrOWth

19705　　　　　　　19805　　　　　　　19905　　　　　　　　2000S

園RichCo…trieS OGlob評zerS　　ロNon－GIob描zers

Fig“1“6°Tradeandgrowthgohandinhand

Souree：Updateddata．fbliow～ngDollarandKraay（2004）・
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thatitmaybeitisgrowththatleadstoopennessratherthantheotherwayaround・

OneapproachtodisentanglingcausalitylStOeXaminetheeffectsofthosedimen－

Sionsofopennessthatcannotbeinnuencedbypolicy－thatis，factorshataretruly

exogenous・Findingsuch魚ctorsisnoteasy・Examplesarepopulation，landarea，

bordersanddistancesbetweencountries・However，aSnOtedbyWinters（2004），

SuChvariablescouldhaveindirecte絶ctsongrowth・Thus，geOgraPhymayinnu－

enceheam，endowmentsorinstitutions，anyOneOfwhichcoulda旋ctgr0両h

directyaswellasviatradeperfbrmance．

Whilethetechnicalacademicdebatecontinues，FrankelandRose（2002）have

Shownthatopennessdoesindeedplayaroleevenafterallowingfbrgeographyand

itspossibleindirecteffacts，WhileWacziargandWelch（2008）demonstratethat

evenifthecross－COuntryeVidencewasnotrobustoverthe1990S，ifonetakes

COuntries’historiesindividuaHy，thedatesoftradeliberalizationdocharacterize

breaksininvestmentandGDPgrowthrates・Spec誼caHy，forhe1950－98period，

they血dthatcountriesthatliberalizedtheirtrade（raisingtheirtrade－tO－GDP

ratiobyanaverageof5PerCentagePOints）enjoyedonaveragel．5PerCentage

POintshighergrowthinGDPperyearcomparedwmtheirpre－refomgrowth

BecauseofthemethodoIogicalproblemsthatafrectcross－COuntryemPirical

ana中sis ofthe e舐如S Oftradeliberalization，reSearChhas also focusedonthe

indirectchannelsthroughwhichopennesscanafitctgrowth（Winters，2004）．For

example・liberalizationwiHincreasethevarietYOfimportsavailableto五msand

households・allowingforabettermatchwiththepre知redcharacteristicsofgoods

thataresoughtbybuyers・Openmgmayalsoincreasethevarietyofexportsthrough

grea－terSPeCializationofproductionaimedk）rtheworldmarket．Bothcancon－

tributetoproductivitygrowthand，hence，aggregategrOWth・FeenstraandKee

（2004）showfbrasampleof34COuntriesthatmorethan50PerCentOfcountry

PrOductivityd撫rencesinme1982－97Periodcanbeexplainedbymed礁rencesin

industryexportvariety・

Opennessisalsoanimportantchannelfbrthedi血sionofknowledge・The

researchanddevelopmentthatisembodiedinimportedgoods－eSPeCialVcapital

goods一〇ffersaspeci五cmechanismmroughwhichmetotal魚ctorproductivityof

aneconomycanbeincreased・Moreopeneconomiestendtobemoreinnovative，

becauseofgreatertradeinknowledge（agreaterquantityandvarietyofinfbrma－

tion言deasandtechnologiesassociatedwithproductandprocessinnovations），and

becausegreatercompetitionspursinnovation，leadingtohigherratesofcapital

accumulationandproductivitygrowth・

Empiricalresearchhasfbundthatmoreproductive紅msareinnatelybetterat

exportlng，SOthatopenlnganeCOnOmyleadstotheirgro而handthedemiseofthe

least－PrOductive丘rms・IntheshortrungreateropennesstotradeandFDIwill

implythatlocal丘rmslosemarketsharetoもrelgnPrOducers，impedingthem五〇m

exploitingeconomiesofscaleandthuslowermgtheirproductivity・Aslesse魚cient
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armsareforcedtoshutdown，SurVivorswilllowertheircostbaseand／Orupgrade

theirproductionprocesses・Overtime，thereもre，the averageproductivityof

domestic丘rmswillincrease．

The existence ofsuch competition e純cts has been documentedbymany

empiricalstudies．Pavcnik（2002）isarepresentativeexamplefocusingon血e

tradeliberalization undertakenin Chile．Thisinvolved theわOlition ofmost

NTBsandareductionofimporttariffsをomoverlOOPerCentforsomeproducts

toauniformrateofllPerCentaCrOSSallindustries・Using五m－levelpaneldata・

PavcnikfbundthattheproductivityofplantsintheimporLCOmPetlngSeCtOrS

grew3→OPerCentmOrethaninthenontradedgoodssector，Whichsuggeststhat

theexposureto血emationalcompetitionfbrcedpreviousIYShieldedplantsto

improvetheirperformance・Exitingplantswereonaverage8percentlesspro－

ductivethanplantsthatcontinuedtooperate・

ThLIS，OpenneSSleadstobetterexploitationofcomparativeadvantageinterms

notonlyofindustriesbutalsoof血msw亜ineachindustryAsnotedbyAnderson

andWinters（2008），ifmemoreproductive血msarealsoforeignowned－aSOften

willbethecaseglVenthatforelgn紅msmustbee鯖cientenoughforFDItobe

wormtheextra丘Xedcostsinvohedinestablishmentabroad一心enbeing、OPentO

FDImultipliesmegainsをomtradeopenness・Lowerproductivity血msmayalso

galn，aStheaxedcostsofinvestlnglnneWlyopen車foreignmarketsmaybecome

jus舶ableasares山of血eprospectoflargersalesvolumesthatcomew血

exporting・Lowerfbreigntari鴇shouldinducethese丘rmstosimultaneouslyexport

andinvestinproductivitylmPrOVementS・Inshort，tradeliberalization－bothat

home and abroad－Canlead notjust to a one一〇ffincreasein productivity

ande寵ciencygalnSbutalsotohigherratesofcapltalaccumulationandproduct－

ivitygrowthintherefbrmingeconomybecauseofthewayrefbrmenergizes

entrepreneurs・

哩型ntryhasdevelopedwimoutbe主ngopenandenga課ng＿yi止血eworld

3COnOmy・Thosethatdidnot－SuChasIndiaandChinaearlierinhetwentieth

century－Paidaveryhighpriceintermsofcontinuedpovertyandlowgrowth・

Indeed，theimportanceofopennessforgrowthisperhapsbestmustratedbythe

experienceof血esetwocountriesinthe1990S：liberalizationanditsassociated

integrationintotheworldeconomywasassociatedinbothcaseswithveryslgn－

i丘cantlyhigherandsustainedgrowthrates・

Managlngglobalintegration

Globalization，likeanymajortechnologlCalchange，glVeSrisetoadjustmentcosts・

Itopenscountriestoexogenousshockssuchasthe2008－9globalrecession，Which

hadmaJOrimplications氏）rtradebecauseofthegreaterspecializationintasks・

Globalintegrationhas c山uralandsocialrami丘cations aswellas economic
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dimensions，andthesemustberecognizedandmanaged・Ontheoherhand，there

isanenormousopportunityforcontinulngtOuSeglobalintegrationtoreduce

POVerty，hungerandeconomiclnjuStice・Attenuatlngthenegativee能ctsofinte一

grationininstanceswheretherearecross－borderspiu0VerSandassistlngdisadvan－

tagedgroupswithinandacrbSSCOuntriesisanimportanttaskforgovemments．

ThegalnS五〇mtradegenerateadditionalresourcesthatcanbeusedbygovern一

mentstoassistinachievingsuchnoneconomicobjectives．

Hadeliberalizationis notapanaceathatwillautomaticanygeneratelarge

growthbene魚S・Ben－DavidandPapell（1998）examinethepostjecondWorld

Ⅵrgrowthpahof74COuntriesandconcludethat46experiencedasigni丘cant

Slowdowninecono中lCgrOWhratesduringtheperiod，eVenthoughopenness

ratioswererislng・Relativelyfewcountrieshavebeenabletoattainandsustain

growthratesthatwerehighenoughtores山inconvergencewihthepercaplta

incomelevelsofindustrializednations・Indeed，COuntrygrOuPSWi血thelargest

incomegapsin1960havenotshownanY‘catch－uP，convergence・Incomegaps

betweenmaIVCOuntriesappeartobeincreaslngratherthandecreaslng・Reasons

fbrthis are complex，butonecommon亀ctorthatcharacterizesincidences of

COWergenCeistheintensity（depth）oftradeintegration．Countriesthattrade

intensivelywitheachomertendtoexhibitarelativelyhighincidenceofincome

COnVergenCe（Ben－DavidandLoewey，1997l

Ofcourse，thereismuchmoretogrowm血antradeandtradepolicyGreater

tradeintegrationisassociatedwith魚stergrowth，butcomplementarymeasuresare

neededtorealizeitsfullpotentiaLincludingmanagementofEscalandmonetary

POlicy，Publicinvestmentinhumancapital（education）andinfrastructure，and血e

quahtyofpublicandprivatesectorgovemanceandcontractenforcement．Of

particJarimportanceis thatthe overallpolicyreglmeis notbiasedagalnSt
exports－WhichincludesensurlngaCOmpet追verealexchang黒ate・Forexample，

themagnitudeofthebene魚cialknowledgespillovers丘omtradeandinwardFDI

discussedabovedependsimportantlyonskilllevelsinimportlngCOuntriesandthe

abilitytoabsorbandadaptthetechnologies・Muchalsodependsongeography・

Smalllandlockedcountriessurroundedbyotherlow－incomecountrieswillinher－

ently亀cemuchgreaterchallengesthancountriesthatareincloseproximltytO

largeindustrializedeconomies．

Thus，fortraderefbrmstopromotegrowththroughimprovedpriceincentives，

OtherpoliciesareneededtoensurematinvestmentnowsintointernationaHy

COmPetitivesectorsandthatweakorcorruptinstitutionsdonotundercutthe

POSitiveincentives・Forliberaltradepoliciestohaveasustainedefiectongrowth，

theymustbecombinedwithotherpoliciesthatencourageinvestment，allow

e能ctivecon触ctresolutionandpromotehumancapltalaccumulation・Competi－

tionpolicy・broadlyde丘nedtoincludethelabourmarketandtheregulationof

entry，lSParticularlylmPOrtant：血msmustbeabletoenternewareasandtoexit

declining，unPrO五tableactivities．ResearchbyBolakyandFreund（2008）showsthat
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increasedopennesstotradeisassociatedwithaiowerstandardoflivingln

economieswithhighbarrierstothecreationofnew五msandrestrictivelabour

marketregulationmatinhibitshiring・Thisisbecausesuchpoliciesmayprevent

theexpansionofthemostproductive魚rmsbyinhibitingthedownsizlngOreXitof

lesspro丘tableindustries・AsdiscussedatgreaterlengthinChapter7，pOlicies

afiectingtheperformanceofservicesectorsarealsoimportantinthisregard－

theavanab亜y，qualityandcostofservicesareakeydeterminantofthecompeti－

tivenessof丘rms．

Despitethefactthatmetermglobalizationisusedincessantly・theworld

economys址isf五五〇mbeinglntegrated・Science，teChnologyandagrowmg

componentofcu血rallitehavebecomegenuinelyborderless・Advancesintele－

CommunicationsandinfbrmaticsindustriesandsteadilydecreaslngtranSPOrtation

costsreducethetYrannyOfdistance・Englishhasbecomethe丘rstsecond－language

oftheworld．Thatsaid，borderscontinuetoexist・Intranationaltransactionsin

goodsandservicescontinuetobeam血pleofintemationaltransactionsfbr

allcountries．Thisholdsevenfortradablegoods・Manyresearchershavek）und

thatheso－Calledbordere能ctisarobust缶atureofmeworldeconomy・Evenin

thecaseofwhatshoJdbemarketsthatarehighlyintegrated－SuChasCanada

andtheUS；OrindividualmembersoftheEU，Wheregovernmentshaveabolished

tradebarriers二bilateraltradeismuchlessthanequivalenttradewithineach

coun仕草

LHhoughbarrierstotradeandinvestmenthavebeendeclining，知manysectors

andactivitiespolicycontinuestodiscriminateagalnStfbreignproducers・Most

glarlnglytheglobaleconomyremainscharacterizedbysevererestridionsonme
intemationalmovement ofkhour andhighlydistortlng agric血uralsupport

policiesinOECDcountries・Thereare危wslgnSthatgovemmentpoliciesare

becomlngSigni丘cantlymorewelcommgtowardsliberalizationofthetemporary

movementofserviceproviders，letalonereducingbarrierstolabourmobilitymore

generally・Theunw皿ngnesstoliberalizetradeinagriculturalproductswasam叩r

factorimpedingmorerapidprogressintheDohaRoundnegotiations・Ttulyglobal

industriessuchaselectronicsandaerospacecoexistwimalargesetofindustries

thatretainaregionalorpurelynationalcharacter・Manyoftheseareservicesthat

despiteadvancesintechnologyremaineHectivelynontradable，andthusrequlre

FDIft）rintemationalprovisiontooccur・

2Theclassicpaperin血isareaisMeCallum（1995），WhofoundthattradebetweenCanadian

provinceswassome20timeslargerthantradebetweenCanadaandtheUnitedStates・Subsequent

researchsuggeststhatestimatesofthebordereffectand‘homebias，areverysensitivetotheaccuracy

ofthecharacterizationofintemaltradecostsanddependonthesizeofcountries－thelargerme

countrythelowerthebordereffect・Mostanalysts血d（bordere範cts，intherangeof5tO15・AJthough

theselargee触scannotbeattributedtotheexistenceofaborderalone，theydoprovideameasureof

theextenttowhichmarketsarenotintegrated．
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1．2．TRADE PoI．ICYAND TRADE

AGREEMENTS

Internationaltradehasbeenateatureoftheworldeconomyformillennia．The

VOIumeandpattemofwhatevertradehastakenplacehaslargelybeendeter－

minedbytradecosts・SuchcostsareinpartphysicaLStartlngWiththetechnical

ftasibHitYOftransportingagoodをomAtoBand，iffeasible，thecostofdoing

SO－andinpart‘血ancial，－a血nctionofthetaxesortributethatmustbepaid

tothosewiththepowertolevythem・andtheprobabilityofcompleteexpro－

Priation（throughtheflandpiracy）orloss（duetobreakage，SpOilageornatural

Calamities）．

Ttchnologyandpowerhavebeenthemajorfbrcesdeterminlngtradenowsover

time，de血ingatanypointintimetheabilityofreg10nStOeXPloittheircompara－

tiveadvantages・Ttchnologicalandinstitutionalinnovations血atreducedtransac－

tioncostshavehadenormousimpactsonwhatcanbeandistraded・Mかr

innovationsincluded‘hardscience，inventionssuchashesailingship，thesteam

engine，developmentofrailroads，aircra宜，COntainershippingandre紅geration，aS

WeHas‘soft）inventionssuchasmechanismstoextendcredittotradersandthe

developmentofcontractsandprocedurestoenfbrcethem．

AsstressedbyFindlayandO，Rourkeintheirexcellentsurveyofthehistoryof

WOrldtradesincemeMiddleAges，theexerciseofpowerhashadequallyimportant

impactsontrade：

…thegreatestexpansionsofworldtradehavetendedtocomenotをomthebloodless

tatonnementofsomefctionalⅥlrasianauctioneerbu誼omthebarrelofaMaximgun，

theedgeofascimitarortheferocityofnomadichorsemen・Whentraderequiredmore

WOrkers圧hese］couldalwaysbeenslaved・Whentraderequiredmoreproats，thesecould

beearnedviaplunderorviolentlyimposedmonopolies・Formuchof［historyItradecan

Onb′beunderstoodasbeingtheoutcomeofsomemilitaryorpoliticalequilibrium

betweencontendingpowers・・・Politicsthusdeterminedtrade，buttradealsohelped

to determine politics，byinHuenclng the capacities andincentives ficing states・

（FindlayandO’Rourke，2007：XViiLxix）

Fromahistoricalperspectivethepolicystanceadvocatedbymanyeconomists－

unilateralfreetrade－hasbeenappliedrelativelyrarely・mOStnOtablybyGreat

Britaininthesecondhalfofmenineteenthcentury・As缶eetradehasbeenthe

exceptionrathermantherule，itisnotsurprlSlngthattradeagreementsbetween

SOVerelgnStateShave宜equendybeenusedtoovercomebarrierstotrade．Eveninthe

CaSeOfimperialexpansionandthepursuitoffbrmalorinbrmalemplreS

bymetropolitanpowers，tradeagreementssometimeswereanimportantinstru－

ment・Examplesinthenineteenthcenturyweretradetreatiesnegotiatedbetween

BritainandLatinAmericancountriessuchasBrazilandArgentina（Gallagherand

THE TRADING SYSTEMIN PERSPECTIVE　　23

Robinson，1953）・Sometimestra－deagreementshavebeenakeyelementin血e

PrPCeSSOfeconomicintegrationofindependentterritories－anOteWOrthyexample

WaStheGermancustomsunion（theZoHverein），WhichwasakeybuHdingblockof

WhatisnowtheFederalRepublicofGermany．3

A characteristic ofcolonialexpansionwas the application ofmetropolitan

SyStemSOflawandprotectionofpropertyrightsto‘associated’territories－indeed，

ade丘ningcharacteristicofanemplreishatcontrolextendsbeyondゐreignto

domesticpolicy（Dol互1986）・Thiswasafundamentaldimensionofme、Roman

E担Pireandhelpedcreatethepre－COnditionsforasingle，integratedeconomy・

Piracywassuppressed，rOadsbuilt，andwithseaandlandroutessubstantially

SeCure，COmmerCe SPreadthroughoutmeMediterranean・The pottery，bronze，

WineandoilofItalywereexchangedk）rA缶cangrainandeasternspICeS．Econ－

OmiesofscaleledtolargeproductiveenterprlSeSSCatteredthroughoutwhatwas

Oherwiseanoverwhelminglyagriculturalworld（Gibbon，1776）．

TheIberian，D血ChandEnglishemplreSOfthesixteen血centuryandthereafler

Were Ofa d腺をent characterin thatthe depth ofintegrationwasless．More

importantwerediscriminatorytradepoliciesthatsoughttomonopolizetradeor

torestrictcompetition・Forexample，nOtabletocompetewithmoree飴cientDutch

ShippingtechnologYandconstitutingalessattractivemarketfbrsomecolonial

PrOducts，SeVenteenthcenturyBnglandimposedtraderes血ctionsonitscolonies．

ThetradeofAmericancolonieswasoftensubjectedtoexclusivityrequirements一

心roughabanontradewithotherstatesorhroughmandatoryuseofmetropoman

Shipping services－and regulated血rough restrictions on colonialproduction．

Often，regdationsprohibitedlocalprocesslngOfgoodsorproductionofgoods

thatcouldcompetewimoutputproducedbymecolonialpower（Davies，1997）．

HaderelationsbetweenEuropeanpowersandAsianterritoriesinitiaHYtended

tobelessdictatedbytheもrmer，re且ectingmorepowerfullocalstates．Thelatter

PrOducedgoods（suchas spices）thatweresoughtafterinEuropeanmarkets，

fdrmlng a naturalbasis fbr trade・Often European traders sought to obtain

agreementon（ortoimpose）extra－territorialapplicadonofhomeco甘ntrylawto

COmmerCialtransactionsandtheprotectionofpropertyrights・Localrulerswho

SOught tolimit theimpact ofa fdreignpresence on heir controlofsociety

宜equentlywerewillingtoacceptsuchextra－territoriality．Oneformthistookwas

throughestablishmentofso－Calledtreatyports・ExampleswereMacao，Nagasaki

andGoa．Theseservedasan‘airlock’betweeninternationalcommercialrelations

andthecontrolofcivilsocietymoregeneraHY：

3Keller and Shiue（2007）analyse theimpact ofremoving borders between German states

ParticipatingintheZollverein・Theyconcludethatthishadasigni急Cantimpactinintegratingmarkets

（asmeasuredbyconvergenceinpricesofgrains），butthatmuchoftheintegration．wasalsodueto

Changesintechnology－SPeCi魚callyheintroductionofradroadsconnectingthevar10uSStateS・
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FromSt・Paul’sdaimofcivisRomanussumagalnStthesubordinatepatrimonialkingdom

OfHerodandthesteelyardoftheHanseinLondontotheimmunitiesofEuropeansetders

inAlexandria，mnis，ConstantinopleandShanghai，foreignpowershavedemandedextra－

territorialapplicationoftheirlawovertheirnationals（bothnaturalandlegalpersons）．The

OutCOmehasoftenbeentheestablishmentofaregulatedtreatyport．（Doyle，1986：202）

HadecannotprosperwithoutlegalsecurltyOfpropertyrightsandmechanisms

to－enfbrce contracts．Onelesson丘omintemationaltrade relations between

StateSthroughouthistoryisthattraderswillseektoensurehatsuchmechan－

ismsareapplied・Thiscanbeachievedthroughavarievofmeans－hlll－nedged

integrationintoa－ゐrmalempirebeingthemostfar－reaChingone；and丘eetrade

agreements andtreatyportsbetween soverelgn StateSbeing ahemative solu－

tions・4Atanevenbroaderandmoregenerallevelhistoryclearlyshowsthat

geopoliticalstabilitYmatterSCriticallyfbrtrade－POliticalturmoilandmajor

COnHictsareassociatedw血adeclineintrade・Periodsof車欝mOnicdominapce

havebeenassociatedwithtradeeやanS10nbecauseofmeassociateddedinein

upcertaintyandtradecosts，aSthehegemonicpowercontrollingaspeci丘csetof

traderoutesorreg10nPrOVidedmepeaceandsecurltyaSWellastheinstitu－

tionalinをastructureneededtoenforcecontractsandprotectpropertyrights・In

morerecenttimes，thisinをastructurehasbeenprovidedinpartthroughexpHcit

COOPerationbetwe印・StateS・theGATT／WTObeingoneimportantvehiclefor

SuChcooperation．

Fromtheperspectiveofe坤OrterSitisoflitdeimportwhatmotivatesagovern一

menttorestricttrade・Whatmattersistoinducegovernmentstolowertrade

barriers・Abstractingをommeexerciseofm亜aryfbrceorthethreatthereof

k）rmaltradeagreementsgenerallyarethetoolthatisusedtodoso．Asmentioned，

thealtemative－COnVincmggOVernmentStOadoptaunilateral丘eetradestance－

hasoIhYrarelybeenobserved・makingmovesbycountriestovoluntarilYPurSue

unilateraltradeliberalizationinrecentdecadessomewhatexceptlOnalinhistorical

PerSPeCtive・5Asalreadymentioned・amaJOreXCePtlOninhenineteenhcentury

WaSGreatBritain・Itrepealeditsso－CalledCornLawsinl846（whichrestricted

importsofwheatandomergrainsandhadbeenimposedin1815attheendofthe

Napoleonicwars）andmovedtoessentiaHyaunilateral缶eetradesta＿nCeathome

qThereisaninterestingliteratureexplormgtheemergenceandmaintenanceoflegalnomsinthe

absenceofcentralauthority・Aconclusionthatemerges缶Omthesestudiesisthatthethreatof

OStraCizmgamemberofaclubwhoisreliantonrepeatedinteractionwithothermemberscanhave

apowe血Iimpactasanenもrcementdevice．GovemmentinvoIvementincontractenf。rCementis

notnecessarilyrequired・Mngrom，NorthandWeingast（1990）andGreif（1993）discusshistorical

examples・Similar dynamics have been shown to prevallin modem Sub－SaharanA範ca－See

Fafchamps（2・004）．

5ManycountriesandcolonieshadlowtariHsinthenineteenthcentury・butthiswasessentiaⅡy

imposedonthembythehegemonic／colonizingpowers（Bairoch，1989）．
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andintheoverseasterritoriesitcontrolled．Thisをeetradepolicyappliedtoall

sourcesofsupply，nOtjustBritishgoods．6

0thermaJOrPOWerSalsoliberalizedtradeduringthisperiod，butdidsothrough

thenegotiationoftradetreaties・TheconchsionoftheCobden－ChevalierTteaty

betweenBritainandFrancein1860Createdtheequivalentofa丘eetradezone

betweenthetwocountriesandwasfbllowedbyaseriesoftradeagreements・During

1862－7，FranceconcludedcommercialtreatieswithvirtuallyeverymaJOrtrading

POWerinEurope（wi血theexceptionofRussia）aswellaswiththeUnitedStates．

Allthesetreatiesincludedamost孟voured－nationclause，followingtheleadofthe

Cobden－Chevalieragreement．AsineachcasethecountriesinvoIvedalsonegoti－

atedtreatieswitheachomerandGreatBritain，thetradeconcessionsgrantedwere

mumateralized・Asofthelate1860S，Francewasatthecentreofanimpressive

ittworkoftradeagreementsthatsd，StantiallYreducedprotectionisttradebarriers

thr寝転utEurope（Curzon，1965）・Averagetari線inEurope則tosome9－12Per

Centinthemid－1870SaSareSultofthesetreaties（Bairoch，1989）．

AkeyOutlier duringmis periodwas the Uhited States，Which maintained

hightari悠onmanu魚cturestosupportitsindustry・Muchofthisindustrywas

locatedintheNorthofmecountry，Whichimpliedthatheagricumralsector－

COnCentratedintheSouth－e旋ctivelYWaSObligedtotrans氏rashareofitsincome

totheNor血asitwasforcedtopaymorefbrmachineryandconsumergoods・This

isanexampleoftradediversionthatcanbeassociatedwithmeformationofa

CuStOmSuniPn－SeeChapterlOandAnnex2．Adoublingofaveragetari鴇in1861

to47PerCenthelpedseto任thecivHwar：anObjectiveofmeSouthwastoescape

tariHsthroughsecession丘OmmeUnion（Adams，1993：330）．

Thenineteenthcenturywastheperiodduringwhichmuchoftheintellectual

debateabout缶eetradeemerged・Thereweretwoclearcamps・Thosein魚vourof

中eetradeincludedAdamSmi血（mel悔脇qfMtions，1776）andDavidRicardo

（OnthePrinc勧esqfPoliticalBconollyandI祉ation，1817）．Othersarguedthal口調ade

barrierswererequiredtosuppor麺蟻S・InHuentialcontl’ibutionshere

Were Alexander Hamilton’s Rや0rt On the Sl句ect qfM抑碑ctures（1791）and

FriedrichList’sNationalりStemqfPoliticalBconony（1841）．TheideasofSmith

andRicardoonthebene丘tsoffreetradeandmeprlnCipleofcomparativeadvan－

tageprovidedtheintellectualsupportfbrthe五cctrademovementinEurope－

bothontheEuropeancontinentandinBritain・WritingsbyHamiltonandList

COnStitutedasourceofinspirationk）rthosewho魚vouredprotectiqnofin魚nt

manu魚cturmgindustlyintheUnitedStatesandGermanyrespectively・Asisoften

the case，therewas atimelagbetween he development ofhe theories and

govemmentactioninspiredbythemTheBritishをeetrademovementemerged

6Britishindustryhelpedenforcethis丘eetradestance・Forexample，WhentheBritishgovemment

inIndiaattemptedtoimposeasmallrevenuetaritfin1853－4，theBritishtextileindustryensuredthatan

equivalentexcisetaxwasleviedonIndiantextiles（Doyle，1986‥2・64）・
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halfa centuryafterthepublication ofSm甜s works・Full－nedgedUSinfant

industryprotectionismmaterializedaquarterofacenturyanerthepublication

OfHam址on’sReport・

DespitetheriseofintantindustryprotectioninthemaJOrPOWerSduringthe

latterpartofthenineteenthcentury，theglobaleconomybecameslgni丘cantlymore

integrated．Globaltradeexpandedmuch息sterthanglobaloutput，drivenbymajor

reductionsintransportcostsasares血oftechnicalchanges（railroads，Steam－

Ships），increaseddemandfdrcommoditiessuchascotton，andlarge－SCalemigra－

tioninto the Americas．This expansionin trade and魚ctor Hows generated

Signi丘cantadjustmentpressures・InthecaseofBritain，fbrexample，therapid

growthinNewWorldagriculturalproductionandexportsledalargedeclineinthe

PIO丘tabilityofBritishagriculture・Reallandrents則byover50PerCentbetween

1870and1913（FindlayandO’Rourke，2007：396）・Ahhoughindustrialistsbene丘tted

greatly宜omboththeriseinindustrialoutputandtheincreaseddemandderived

五〇mexportopportunities，andproducersofinputsintradingpartnerspro丘ted

をomdemandfortheirgoods，BritishandEuropeanagric血uralinterestslost・

Theresultinglobbying氏）rPrOteCtionledto graduallYincreaslngPrOteCtionof

agrlCultureontheEuropeancontinent・Averagetari統roseをomessentiallyoto

20／40PerCentbetween1880and1910incountriessuchasFranceandGermany・

However，GreatBritainmaintainedits丘eetradestanceuntiltheoutbreakofthe

FirstVITbrldWar．

AftertheFirstWorldWr，reStrictivetradepoliciesbecametheno‡m・Tbsome

extentthiswasinresponsetotheUnitedStates，WhichwasunwillingtopartlCIPate

ine鮪brtsduringthe192，OStOre－eStablishamoreopenglobaleconomy免田owing

thedisrupt10ntOtradethathadbeencausedbythewarandwar－timepolicies・As

theUSeconomymoved丘Omrecessiontodepressionfollowmgme192・9StOCk

marketcrashandsubsequentmonetarypolicies，theUSCongressadoptedthe

infi型襲moot－Hawley里riffAg巨aislngaVerageUStariEsondutiableimports

五〇m．38to52，PerCe恵・ThisledUStradingpartnerstoimposeretaliatorytrade

iastrictionsandengagelnrOundsofcompetitivedevaluationoftheircurrencies．A

domino e銑ctresulted，aS trade nowswere divertedtorelativelyunprotected

markets，fdrclngdownprlCeS，glVlngriseto protectionistpressuresthere，and

thusleadingtohighertradebarriers．

AtmeendoftheSecondWorldWar，StateSmenSuChasPresidentsRooseveltand

Tlumanand，Particularly，CordeHHun，theUSSecretaryofState，Weredeeply

innuepcedbythelessonsofthepost－FirstWbrldWarperiod．Theyperceivedthe

needfbrestablishingcooperativemechanismstoavoidbohcompetitivedevalu－

ationandhe excessiveuseoftradebarriers to guaranteethenationalmarket

todomesticproducers（Gardner，1969）．Thenegativeconsequencesofthebeggar－

thy－neighbourpoliciesofmeearly1930SWereStmveryvividin1945・Theyinspired

meUSwillingnesstopursuethetypeofinternationalcooperationithadspurned

inthe1920Sandearly1930Sandactivelysupportmultilateralliberalizatione縦）rtS，
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includingefibrtstonegotiatetheInternationalHadeOrganization（ITO）andhe

GATTIn血eAnglo－Americanview，thepost－Warintemationaleconomicsystem

WaStObeconstructedinsuchawayastoremovetheeconomiccausesofhiction

thatwerebelievedtohavebeenatthe orlgln OftheSecondWorldWar．An

imPOrtantelementinthisvisionwastheestablishmentofastableworldeconomy

thatwouldprovidealItradingnationswihnondiscriminatoryaccesstomarkets，

SuPPliesandinvestmentopportunities・7TherewasastrongperceptlOnhatthere

WaSaPOSitivecorrelationbetweentradeandpeace，and，aSimportant，between

nondiscriminationandgoodfbreignrelations（Bailey，1932）．8IntheUS，the

ReciprocalHadeAgreementsActof1934hadalreadyinitiatedash脆toamore

liberaltradepolicystancethroughtheadoptionoftheunconditionalMFNprin－

Ciple，albeit五rmlygroundedintheprlnCiple ofrecIPrOCity・This policYWaS

extendedaftertheSecondWorldWarandincorporatedintothedraftcharterof

theITOandtheGATT

1．3．FUNCTIONS OFTHEMULTILATERAL

TRADING SYSTEM

Mult血teralcooperationamongsoverelgnnationsoftenoccursthroughmecre－

ationofinstitutions・Becauseacentralaumorityisabsentinintemadomlrelations，

POliticalscientistshavedevelopedmeconceptofareglme，de丘nedas‘setsof

implicit or explicit prlnCiples，nOrmS，rules and decision一making procedures

aroundwhichexpectationsconvergeinaglVenareaOfinternationalrelations，

（Krasner，1983：2，）・Theprinciplesandproceduresimplyobligations，eVenthough

thesearenotenfbrceablethroughahierarchicallegalsystem・Regimes renect

pattemsofcooperationovertimeamongmembersthatarebasedonmeexistence
Ofsharedinterests・Themultilateraltradingsystemisagoodexampleofareglme・

TWovleWPOlntSarehelp血linunderstandingmeroleofthetradingsystem・The

唾軽重Oregarditasamechanismfbrtheexchangeoftradep

醒istoconsideritasamechanism血roughwhicht藍韻輩
COnductin惑蟻酸蟻覿nd醜hatis，tOfbcusontheres専Ofthe

7AlthoughthereweremaiordiHtrencesbetweentheUSandtheUKregardingmelatter’slnSistence

thatthesystemofCommonwealthpre氏rencesbemaintaihed．
8TheacademicliteratureonthereLationshipbeweentradeandtheprobabilityofwarhas

arguedthatthlSmaygOeitherway・Forexample，tWOCOuntriesthatareonopposlngSidesofthe

詑豊嵩嵩豊謹罷業露盤濫譜謹書霊
relationshipbetweenthevolumeoftradebetweencountrypairsandtheprobabilivofawarbetween

them．
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exchange・Muchofthisbook氏）CuSeSOntheoutcomeofnegotiationsandthe

disciplinesthatmembersagreetoapply・Whatfollows魚rstbrieHydiscussesthe

systemasafbrumforexchange，aSubjectthatisexploredingreaterdepthin

Chapter4・Wemensummarizethemainelementsofmesystemasacodeof

conduct：menondiscriminationrule（MFNandnationaltreatment），tranSParenCy，

enfbrcement and血exibility（as exemp愉edby avarietyofsafetyvalves and

vaguenessinsomedisciplines）・

Thesystemasamarket

TheWTOisaforumもrtheexchangeofliberalizationcommitments・Thatis，itisa

market・Bargammgandnegotiationarethemaininstrumentsusedto reduce

barrierstotradeandagreetorulesofbehaviour・Mult血teraltradenegotiations

aremechanismsthroughwhichgovernmentsexchangemarketaccessandother

POlicycommitments・

InanYCOuntrythestructureofprotectionataIVPOlntintimeismeresultof血e

interactionbetweenthedemandsexpressedbyvariousinterestgroupsinsociety

andtheresponsesbygovemmentsandlegislatures・Attemptstoaherthisequ批－

riumandmovetowards anationalwe脆re－increasmgreductioninprotection

willgenerateoppositionbyhosegroupsthatexpecttoloseをomliberalization・

SuchlossesareusualhTCOnCentratedinimport－COmPetlngindustries，Whilethe

galnerS－COnSumerSOfheproductsconcemed－tendtobemuchmoredimJ・Se・

ThisglVeSrisetoapoliticaleconomyproblem・Thosefacinglosseshaveamuch

greaterindividualincentivetoorganizeandinvestinlobbyingagalnStliberaliza－

tionthanthosethatgain丘Omreformhavetolobbyforliberalization（01son，1965）・

IndividualgalnSarerelativelysmallanddispersedamongalargenumberofvoters，

whilelosersaremoreconcentrated．Thisisthemainreasonwhytraderestrictions

areimposedinthenrstplace・9

AMTNcansoIve血isproblembycon五〇ntingthosewhogain丘omprotection

withanotherlobbythatmaybeequallypowe血l‥thesetof丘rmsthatbene紅色om

greater∝CeSStOfbreignmarkets・Similarly，throughrecIPrOCaHyreducingtrade

barriers，theprlSOnerS，dilemmathatco血ontslargecountriescanbeovercome，

agalnimprovlngWOrldwelfare・Moreover）byencompasslngmanyprOducts・a

MTNcangeneratesomeautomaticcompensationfbrthosewholoseprotection

tbr血eirsectorbyloweringmeaverageprlCeOfconsumpt10nandinvestment

goodsbyprovidingaccesstocheaperimports・

AMTNisakintoamarketinthesensetha＿tCOuntriescometogethertoexchange

marketaccesscommitmentsonarecIPrOCalbasis・Itisabartermarket・Incontrast

tothemarketsone丘ndsincitysquares，COuntriesdonothaveaccesstoamedium

9IndeveloplngCOuntrieswimoutaneffectivetaxadministration，tari縦をequentlyhaveanimportant

revenuerationaleasweH．
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ofexchange‥theydonothavemoneywithwhichtobuy，andagalnStWhichtoseu，

tradepolicies・InsteadtheyhavetoexchangeapplesagalnStOrangeS：tariffreduc－

tionsforironagamstforelgnmarketaccesscommitmentsもrcloth・Thismakesme

tradenegotiationmarketrelativelyine鯖cient，andisoneofthereasonsthatMTNs

canbeatortuousprocess・

Whydocountriesusetradepolicy？

TbunderstandtheroleofmeWTOasamarketfortheexchangeoftradepoliciesit

isuse血Ito五rstconsidertherationalefortraderestrictions．Motivationsforactivist

tradepolicYCanbedividedintoanumberoftypes・First，reVenue：gOVernmentS

needincome，andtaxingtradeiso庄entheeasiestmethodofcollectingit・TtⅨation

oftrade氏）rreVenuePurPOSeShasbeenahardyperennialthroughoutfecorded

history，andremainsimportantfbrmanydevelopingcountries・Ofcourse，mose

whoaresubjecttothetaxhaveanincentivetolobbyfbrexempt10nSandinvest

resourcestoinducetheaumoritiestolowerthetaxburden．Taxesimposedby

rulerscanconstituteanimportantmotivationforconquestor，mOrePeaCe細lly，

forcooperation〕SuChasthenegotiationoftaxtrea－ties・Thxpolicycanhave

importanteEects ontradepatterns・For example，in血efburmcenturyBC・

RhodeswasamaJOrCOmmerCialpowerintheEasternMediterranean，COntrOlling

heneighbourlngSeaSandwithavibrantport・Rhodeschargedatwopercent

taxonthevalueofcargo carriedonallshipsenterlngitsharbour・including

transitcarg〇・Tbdivertshipping）Romantraderslobbiedformecreationofa丘ee

portinDelos・Onceestablished，traderapidlyshiftedaway丘OmBhodes〕andme

portlostmostofitsharbourtaxrevenues・Thistaxcompetitionprovedvery

costly丘omasocialwelfarepolnt－Of－View：Rhodesusedpartofitstaxproceeds

topolicemesea－lanesandpreventplraCy・Withouttherevenue・血eseactivities

dedined，piracyincreasedsigni丘canthTandtradebecamemorecostly（Adams；

1993：83－4）．

AnothermotivationfortradepolicylStOimprovethetermsoftrade一心e

ratioofmeprlCeStheygetfbrtheirexportsandthepricesheypayfbrimports・

Thisrationaleappliesonlytocountriesmathavethepowertoin血uenceworld

marketprlCeSbecause oftheireconomic size ormarketpower・Such‘large’

CountriescanusetradepolicyeithertoreducetheprlCeSOfimportsand／Orto

increasethepricesofexports．（Largecountriesthatusetradepolicy氏）rreVenue

purposesw劇団）SOhctoa縦ctthetermsoftradeaswell・）Economictheories血at

aHowforimperfectcompetition，prOductdi絶rentiationandincrea㌢ngreturnS

toscalehavepotentiallyexpanded血enumberofsituationsunderwhichcoun－

triescaninpracticeaffecttheirtermsoftrade・Thus，aCOuntrydoesnothaveto

be‘largeinanabsolutesensetobeabletoa絶ctitstermsoftradefbraglVen

PrOduct．
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AthirdmotivationismTCan血isJabeliefthatimportsarebadandexportsare

good・Thisbeliefisgenerallybasedontheobservationthatimportsmustbepaidk）r

andthusimplythetransferoffdreignexchangeabroad（historicallyspecie－gOldor

Silver），Whereasexportsbringinforeignexchange．Theobjectiveofmercantilist

POlicylSatradesurplus－enSurlngthatthevalueofexportsexceedsthevalueof

imports・Mercantilismisoftendrivenbynationalism，血eperceptionbeingthat

tradesurplusesandpoliticalpowerarecloselylinked・Mercantilistpolicytherefore

tendstofavourdirectpromotionofexportsandrestrictionsonimportsthrough

tari絶，quOtaS，prOhibitionsorstatemonopolies．Thepolicymakesnoeconomic

SenSe．StartingwithphilosophersandeconomicthinkerssuchasDavidHume，

AdamSmith，TohnStuartMillandDavidRicardo，ithasbeenpointedout血at

imports are desirable andhatexports are simplyawayto payforimports・

Moreover・atradesurpluswillhavemacroeconomice縦ctsthatwillacttopush

thebalance ofpaymentsbackinto equilibrium・10Themeoryofcomparative

advantageandgalnSをomをeetradewasdevelopedlargelylnreaCtiontomercan－

tilist血oughtandpractice．

Fourth，tradebarriers宜equentlyha：Vebeenusedasinstrmentsもragricul－

turalandindustrialdevelopment・Thiswasanimportant魚ctorinmelatterpart

Ofthenineteenhcentury，WithcontinentalEuropeanpowers andtheUnited

StatespursulngaCtivisttra－depoliciesto protectin魚ntindustries．Frenchco1－

0niesreliedheavilyondiscriminatorytradepoliciessuchastariffwaHsagamSt

herestoftheworld，keepingBritishgoodsoutofthesemarkets・WithFrance，

Germanyand the United States becommglnCreaSinglyindustrialized，British

tradedominancewaserodedandBritishgoodscametobedivertedaway五〇m

traditionalexportmarkets，initiaHythenewIYindustrializingmarkets，andsub－

Sequentlyrest－Ofthe－WOrldcolonialterritories．Thesepolicieseventuallyhebed

induceBritaintoabandontheheetradepolicyithadadoptedin血emid－1850S

andbegintopursuepreferentialtradereglmeSWithitsownterritories・Thisin

tumledtotheadopt10nOfasystemofimperialpre氏rencesthatbecameamalOr

boneofcontentionbetweenmeUKandtheUSinthenegotiationsontheGATT

andITO．

FinalhttradepolicylSaSOurCeOfrentsfbrspeci丘cgroupsinsocietyProtec－

tionistpolicieshavetheefiectofredistributinglnCOmefromconsumersof血e

a麗ctedgoodstothosethatproducethemortomosematcontroltherightto

import・Byimposmgbarrierstotrade，SOmeSegmentSOfsocietygalnatheexpense

Ofothergroups・Itisfbrthisreasonthatprotectionismcanconstitutegoodpolitics・

Itisamechanismthroughwhichinterestgroupscanberewardedforpolitical

SuPpOrtin relatively nontransparent ways・Groups seeking protection from

lOThefHlacyofmercantilistmoughtregardingtheneedfbrapositivebalanceoftradeinspired

DavidHumetodevelophisfamous prlCe－SPeCie魚ow，mechanism・ThlSillustratedthepolntthat

tradesurplusesandassociatedinnowofspeciewoJddriveupprlCeSandIeSultinalossofexport

COmpetltiveness．
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Boxl，2．PoliticaieconomYdriversoftradepolicY

EconomistshavedevelopedtwobroadtYPeSOfanalYticalをameworkstorenectthetact

thatpolicylSendogenous－theresultofapoliticalprocessinwhichgroupsseekto

maximizeheirutmtyorwe岨re・BomproceedbyembeddingeitheravotmgOrlobbying

modelofthepoliticalprocessintoaneconomicmodel・Thefomeroflenk）CuSOnthe
くmedianvotertwhosepre氏renceswilldetermineoutcomesintwo－Partyelections・The

latterstartをomthepresumpt10mhatinterestgroupswilllobbypoliticiansforspeci丘c

policiesthatbene丘tthem，ando統rpomcal（and丘nancial）supportfortheirelection

conditionalontheirpre氏rredpoliciesbeingpursued・Thesemodelshelptounderstand

whycountriesadoptpoliciesthatdonotmaximizenationalwelfare：POliciesmaynotbe

economicallye鯖cient，butheYare‘politically’e範cient－theyemergeastheequ混b－

riumoutcomeofaspecificpoliticalprocess・

Thereisstrongempiricalsupportfortheviewthattradepohcyもrmationisdrivenby

politicaleconomyあrces・However・emPlricalresearchonthepoliticaleconomyoftrade

poliqhasIonghadonlyatenuousconnectionwihunderlyingtheoretical丘ameworksthat

generatedclearpredictions血atcouldbetested・Thisdmngedwiththedevelopmentofa

もmalheoreticaIpomcaleconomyをameworkbyGrossmanandHelpman（1994，2002）・

Thisanows丘〕I・氏）mationoflobbiesandisbasedonmesimplepreceptofagovemment血at

maximizesaweightedsumofwe岨re（W）andlobb7品gcontributions（○：G＝aW＋C

whereais血eweigh1日hegovemmentputsonadollarofwe愉l・erelativetoadollarof

contributions丘omspecial言hterests・Freetradewoddbethee胱iento此Omeifme

govemmentmaximizedwelfare，matis，ifmeobjecthTehlnCtionGa－dmittedonサWIn

ordertoinducehegovemmenttosetpositivetari統govermentmustbecompensated，Via

contributions，ゐrhelossinconsumerwe愉reweightedbya・AtariEちOngOOdiraisesits

prlCepiabovemeworldmaketpnce，Wmeanimportsubsidylowersit・Assuminghat

individualsowncapitalhatisspeci魚ctoasector，increasinghepriceof血egoodproduced

by血atsectorraisestheretumtohespeci丘ccapitalusedtoproduceit・Ownersofsector－

speci五ccapitalinanimport－COmPetmgSeCtOrmushaveastronglnCentivetopoliticaHy

organizeando挽rhegovemmentcontributionsinretumforatari旺一二Withhighertari鯨

ehcjtingahigher‘payment（contribution）・TheGrossman－Helpmanmodelyieldsaprecise

testableimplicationabouthecross－SeCtOrPattemOfprotectionandhasgenerateda

cottageindustryofempiricalapplicationsandtests・

ThemodelpredictsthatinpoliticallYOrganizedimport－COmPetingsectors（mosethat

tormlobbies）tradeprotectionispositivelyrelatedtotheratioofdomesticproductionto

imports・Theintu誼onhereis血atlargedomesticsectorsmakemelargestlobbyhg

contributions，Whilethelowerheimportvolume，血elowerthesocialcostofprotection，

musdHutingtheoppositionofconsumerstotarif忘formatsector・Thus，memodelpredicts

thereisatradeo節betweenadditionalpro範Sもrspeci亀C免Ctorsemployedinanindustryand

consmersurplus・Empiricalstudies丘ndstrongsupportもr血isprediction・butalso

concludehatgovermentsappeartoplacegreatweightonsocialwelhre：eSthatesofme

aparameterareinvariわlyveryhigh，hplhngaweightonwe脆rethatis50十00times

greaterthan血eweightgiventolobbyhgcontributions（GaWandeandKrishna，2004）・

Potentialexplanationsforhisarehatmereislikelytobesubstantialuncertaintyabout

whemerprotectionwmin免ctbedelivered，血usloweringmee鉦ctiveimpactofcontribu－

tions，andhatmeGrossman－HelpmmmOdeldoesnottakeintoaccountmatmanygoods

aremputsintotheproductionofohergoods，aSareSJtofwhichlobbiesworkagamsteach

other（Gawande，KrishnaandOlarreaga，2005；GawandeandHoekman，2006）・
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importcompetitionortherighttocontrolimportsoftenofrerpoliticalsupportto

megovernment（orto challengersinelections）as aquidpro quo（Boxl．2）．

Governmento飴cialsmaybene丘tdirectlY五〇mtrade restrictionsbycapturlng

therentsassociatedwithcontrolovergoodsthatcanbesoldindomesticmarkets

atpricesabovetheirworldmarketrate（cost）．

Itisoftend瓶culttodistinguishbetweenthemotivationsfbrrestrictlngtrade・

Forexample，tradepoliciesthatarepartofanindustrialpolicymaycreaterentsand

affecttheterms oftrade．There aresimlaritiesbetweenmercantilismandinfant

industryprotection一七〇thhavestrongnationalisticconnotations，andbothreston

Weakeconomic氏）undations（theeconomicsofin魚ntindustryprotectionisdis－

CuSSed血rtherinChapters5and9）・However，inprincipleamajordi庫erenceisthat

infantindustryprotectioncan（andshould）bepursuedinanondiscriminatory

manner・Giventheobjectiveofprotectmglocaleconomicactivity，thisismost

e免cientlYdoneinanondiscriminatorywayifgovernmentsdecidetousetrade

POlicyinstruments・Mercant址smincontrastisessentiallYbilateralinnature－

whatmattersisthebilateraltradebalance．

HistoricaHy，reVenueCOnSiderationshave五guredalmostuniversally－eVen宜ee

trade Britainimposedsigni丘cantrevenue tari徳．Oneimplicationis thatone

CannOtneCeSSar叫determineをomtheaveragetar描OrmemagnitudeoftariE

revenuecoⅡectionshowhightradebarriersare．Whatmattersis血edi鉦TenCein

meextenttowhichdomesticandforelgnPrOductsaretaxed．Ifmisdifferenceis

Small，aCOuntryCanbecharacterizedasmaintainlngaliberaltradepolicy，eVenif

tari能areimposed．

Impactsoftradepolicyonwelfire

Fromanationalwelfareperspective，theutilityoftradepolicydependslargelyon

themarketpowerofacountry・AsmaHtountrythatcannotinnuenceprlCeSOn

WOrldmarketswillgeneraHyloseをomimposlngtradebarriers・ProtectionglVeS

risetobothproductionandconsumptiondistortions：PrOducersconをontarti五一

CiallyhighdomesticprlCeSthatencouragethemtoproduce‘toomuch，ofme

PrOteCtedproducts，Whileconsumersconsume‘toolittlelProducersgalnatthe

expenseofconsumers，andthedea－dweightlossesassociatedwiththetransfarをom

thelattertotheformerimplythatoveranwelfireisreduced．Theeliminationof

thesedistortionsis，therefbre，amajorsourceofthegains五〇mliberalization（Box

l・3）・丑adeliberalizationhelpsnationstorealizeamoree綿cientut揖zationoftheir

resources（productioncapacities）．Hadeliberalizationhastwoessentialeffects．

First，itbringsaboutareallocationofresourcestowardshoseactivitiesinwhich

thecountryhascomparativeadvantage・Theeconomybecomesmoreproductive

OnaVerageaSthoseindustriesinwhichthecountryhasacomparativeadvanta－ge

expandbydrawlngreSOurCeS五〇mpreviouslyprotectedorsubsidizedindustries
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Boxl．3，GainsfromspecializatiorI

Thecentralconceptunderlyingtradeisopportunitycost・Produchg（consuming）

somethingcomesatmecostofnotproducing（consuming）somethingelse・Animport－

anteconomictheoremstatesmattherearegains丘omtradeassociatedwithminimizmg

opportunitYCOStShroughmedivisionoflabour（specialization）・Considerasimple

example．Suppose血epeopleofPlains，Whoaregoodatraisinganimals（saycows），muSt

alsospendtimegrowingwheat（atwhichtheyarelessgoodmanraisingcows）・Each

hourspentgrowingwheathasahighopportunitYCOStintermsofcowsfbrgone，but

thereisnochoicebuttodevotemethlerequiredtogrowwheat・Supposehepeopleof

Agriaaregoodat魚rming，butdonothavemuchaptitude氏）rraismgcows・Agriawill

thenhave∴ahighopportunitYCOStintemsoft血enotspent魚rming・Ifhesetwo

countries／groupsofpeoplecouldtradewi血ea－Chother・血eycouldconcentra・teOnWhat

eachonedoesbest・Economists saymattheywouldspecialize accordingto血eir

comparativeadvantage・Thiswinensuremattotaloutputproducede坤andsinbo血

reg10nS，andmateachisabletoconsumemorewheatandbeefandmilk血anwoddbe

POSSiblewithou「trade・

Thedecisionwhattospecializeindependsonwhatonedoesbestcomparedwi心血e

o血erhingsmatcould（orwouldhaveto）bedone・ThepeopleofPlainsmightbebetter

魚rmershanmoseinAgria，inhatfbreveryhourinvestedin魚rmingtheygetalarger

harvest・However，aSlongasanhourspentby血epeopleinPlainson魚minghasa

highercostintermsofゐrgonecowsthandoesanhourspentonfamhnginAgria，PIains

shouldspecializeincows．Whatmattersisnotab30iuie，butconやaratiyeadvantage・

Intemationaltradeprovidesnationswithheopportunitytospecializeinproduction

accordingtotheircomparativeadvantage・Acountrymaybebetterateverymingman

anothercountryinabsoluteterms，butbyde丘nitionitcannothaveacomparative

advantageineveIything・

（whicheithergrowmoreslowlyorcontractfollowingliberalization）・Second，trade

liberalization expands the consumption opportunities of countries，aS mOre

e飴cientproductiongeneratesgreaterincomeandincreasedopportunitiestobuy

goodsandservicesfromothercountries（seeAnnex2fbragraphicalillustration

andbriefdiscussionofthestandardmechanicsofthegainsをomtradeandthe

e能ctsoftradepolicies）．

Theintel・－industryreallocationandadjustmentprocesshatismebasisofthe

standardtheoryofcomparativeadvantageandthegainsをomtradeisreplicated

withinindustries aswell：血emoreproductive domestic血msin anindustry

expandbydrawingresources缶omlessproductive五msthatcontractorgoout

ofbusiness・Recentmeoreticaldevelopmentsandemplricalanalysishaveempha－

sizedheimportanceofrecognlzlngthatmereismuchheterogeneityof丘rm

perfbrmance and e縦iency／productivltyWithinindustries，and that血isis a

signi丘cantsourceofhewelfaregainsfromtradeliberalization（Melitz，2003）・

Manyempiricalstudieshaveshownthatmuchifnotmostoftheadjustment
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associatedwithtradereforminvoIvesshiftingofresourceswithinanindustry

ra＿therthanacrossindustries（HoekmanandWinters，2007）．Recognitionofthe

heterogeneityof五mswithinand acrossindustrieshelpsto understandthis

emplricalobservation，andhelpstounderstandl句Ttradeliberalizationisimp－

ortantk）reCOnOmicgrowthovertime・Asthemoree飴cient血msexpandandthe

lesseHicientonescontractandeitherexitoraretakenover，theoverallproduct－

ivltyOftheeconomylnCreaSeS・Iftherearescaleeconomiesandimperftctcom－

petition，liberalizationwillallowmoree範cientarmsto血rtherreduceunitcosts

astheirmarketexpands・

RecenttheorizmgthatstressesheterogeneHyof丘rmsalsohelpstoexplainwhY

some丘rmsinanindustryexportwhileothersonlysellonthedomesticmarket

（Tybout，2003）．Italsoprovidesamuchbetterunderstandingofthe氏）rCeSthat

resultinintra－industrytrade・Ifthereare徹edcostsassociatedwithcontestlng

intemationalmarkets，Onlythemoree飽cient五mswillbeabletoexporttheir

products，anddifferent五mswillspecializeindifferentvarietiesof（di縦ren－

tiated）products・Thus，liberalization，byallowingthemoree範cient五msto

expand，nOtOnlywiHpromote血eoverallexportperfomanceofaneconomy・

butalso muchoftheresc山ingtradewillbeoftheintra－industrytype・Con－

sumersgamnotjustbecauseofmeeliminationofthetraditionalproductionand

consumptlOndistortionsbutalsobecause血eygetaccesstoamuchwiderrange

of（di托rentiated）goodsandservices一manYOfwhichmaYnOtbeproducedat

allinautarky．

AsaresJtofthetechnologlCalchangesdiscussedpreviouslyandtheresulting

increaseinscopetoseparateintimeandspacemevariousproductivetasksalonga

valuechain言ncludingnotjustgoods（Components）butalsoservicessuchas

design，marketingandback一〇綿ceadministrativetransactionsprocesslng，liberal

tradepoliciesallow五mstoexploit魚ctorcostdi絶rencesacrosscountriesfbr

speci五ctasks・Giventhat galnSをomliberalizationarelarger・the greaterthe

varianceofratesofprotectionacrosstasks，andthatprotectionofsometasksor

activities－e．g．SerVices－islow or nonexistent（see Chapter7），teChnological

changesmatpermittradeintasksincreasethegains缶omliberalizationoftrade

ingoods，eVeniftarifEsarerelativelylow（AndersonandWinters，2008）・

Motivationsfbrinternationalcooperation

Incontrasttosmallcountries，largecountriesmaybeabletochangehetermsof

trade－theprlCeOftheirexportsrelativetotheprlCeOfimports－intheirfavourby

restrictmgtrade・However，fbrtheworldasawholetheimpositionoftrade

restrictionsbyoneormorecountriescanonlyreducewe愉re・Largecountries

musmay丘ndthemselvesinaso－CalledPrisoners）Dilemmasituation：itisineach

country，sinteresttoimposerestrictions，buttheresultofsuchindividuallyrational
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behaviourisine飴cient（seeChapter4）・AHcountriesendupinasituationwhere

theirwelfareislowerthaniftheyapplied丘eetradepolicies・llBothsmallandlarge

countries，therefore，haveanincentivetocooperateandagreetoreduceorabolish

tra＿debarriers∴丑adeandtradeliberalizationisapositive－Sumgame・

LHthoughbasictradetheorysuggeststhatsmallcountriesmatareprlCe－takerson

worldmarketsandthatwanttomaximizetheirwealmshoddnotimposetrade

barriers，amaJOrreaSOnWhY缶eetradeisrarelyobservedisthatsomegroupsina

societywillgain丘omprotection（attheexpenseofo血ers）・Ascostsofliberalization

generauyareconcentratedinspeci丘cindustries，uSuallYthosethathaveinvested

resourcesin（lobbied氏rr）protection，theywmopposeliberalization・Potential

losersareconcentratedandoftenalreadyorganized－aSOrganizationwillhave

beenrequiredinordertoobtaintheprotectioninthe丘rstplace・Theoverall

bene丘tsofaliberaltradereglmeareintheaggregateusuallygreaterthanlosses

accrumgtOthosewhogained五〇mprotection・However，thesebene址saccruetoa

largeandd瓶ISeSetOfagents・Onanindividualorhouseholdlevelbasis，the

bene丘tsofliberalizationareinmostcasessmaH，CreatlngOnlyweakincentivesfbr

thepotentialwinnerstoorganizethemselvespolitically・InprlnCiple，theloserscan

becompensated，aStheremovaloftheine縦ienciescausedbyprotectionistpolicy

win，OnCetheeconomyhasadjusted，increasetotaloutputandconsumptionby

morethanme（transitional）lossesincurredby血osewhomustchangeheeco－

nomicactivitytheyareengagedin・Actualhrcompensatingthelosersisnotalways

easy）however，andinpracticeoccursonlyrarely，and，ifso，lSgenerallypartiaL

Onereasonforthisisthatcompensationisdi組cdt－gOVemmentSmaynOthave

theinstrumentsneeded・廿adeintegrationmaya縦ctmeredistributivecapacitYOf

governmentsbychangingthestructureoftheeconomyand，therefore，thetaxbase・

andbya能ctingthedistributionofpoliticalpower・Thecapacityandwillingnessto

providefordomesticredistributionandcompensationcannotbeanalyzedsepar－

atelyhomthedecisiontoopenthecountrytotradeandtbrelgndirectinvestment

nows（Verdier，2，005）．Thissuggeststhatpolicymakersmayneedtoprovideinsur－

ancemechanismsinordertosecurenationalwelfiregains．Tbminimizedistor－

tions，anySuChinstrumentsshouldnotinvo］ⅣemanlPulationofrelativefactorand

goodsprices（†心ich，Ofcourse，isexactlywhattradepoliciesdo）・Examplesof

suchinstrumentsarelump－Sum，One一〇宜paymentsandmechanismsthatprovide

insuranceagainstdeclinesinmevalueofkeyassetssuchaslandandhumancapitaL

Thelatterisparticularlyimportantinruralcommunitiesaslandvaluesmaybea

prlmarybaseforlocaltaxrevenues，andthustheprovisionofpublicgoodsand

SerVICeS．

llThatis，largecountriesneedtotakeintoaccountthepossibilityofretaliation・Anotherproblem

isthatiftariffsarenotsetattheoptimallevel，largecountriesmayeasilyloseをomactivisttrade

policy－eVenifothercountriespursueEreetrade・
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Theimbalanceinthestrengthofpoliticalk）rCeSfavourlngandopposlngliber－

alizationprovidesapossiblerationale丘）rthepursuitofrecIPrOCaltradenegoti－

ations．RathertriviaHy，althougha（small）countrywillbene丘t五〇mliberalizingits

trade，itisevenbetteriftradingpartnersdothesame・Moreimportantをoma

politicaleconomyperspectiveis matbymakingliberalization conditionalon

greateraccesstok）reignmarkets，thetotalgainsofliberalizationincreaseandin

theprocessliberalizationbecomesmorefeasiblepolitica叫BeingabletopolnttO

recIPrOCal，SeCtOr－SPeCi丘cexportgalnSmaybe criticalinmobmzingdomestic

politicalsupportk）rliberalizationathome・Byobtainingareductionink）reign

importbarriersasaquidproquoforareductionindomestictraderestrictions，

SPeCi丘cexport一〇rienteddomesticintereststhatwillgain五〇mliberalizationhave

anincentivetosupportitindomesticpoliticalmarkets・Thispoliticaleconomy

rationaleforreclprOCalnegotiationsisnowgeneraHyacceptedasabasicexplan－

ationformeexistenceoftradea－greementSandtheWTO・

Economistsoftenstressmeimportanceofthetermsoftradeinprovidinga

theoreticallyconsistentrationale forthe fbrmation oftrade agreements・The

argumentistha－tCOuntriesnegotia－teaWaythenegativeterms－Of－tradeexternal－

ities thatwouldbe createdbytheimposition oftra－de restrictionsinpartner

COuntries（Bagwelland Staiger，2002）．Questions canbe raised regarding血e

empiricalrelevanceofthis explanationforsmallcountriesthat cannotafrect

WOrldprices（inthetemsoftradesense）・Partoftheanswermaybe血atmost

products thataretradedare di純rentiated，POtentiaHyglVlng Smallcountries

SOmemarketpower（aswhatmattersisnot血esizeofthecountry，butthedegree

towhichtheproduct（S）ofthecountryaresubstitutableand血enumberandcost

Ofalternativesuppliers ofsubstitutes）．However，ゐrlow－incomecountriesthat

exportmostlycommoditiestheempiricalrelevanceofsuchproductdi旋rentiation－

basedmarketpowerislikelytobeverylimited．Moreimportant，gOVemmentSOfa

SmallcountrymaywanttobeamemberoftheWTObecauseitsexporterswill

bene五十をOmthelowtarifismatlargeWTOmembercountriesnegotiaterecIPrO－

Callywithoneanotherbutmustmenextendto allothermembersunderthe

MFN rule．

Thisexplanationcanonlybepartial，however，becauseitdoesnotexplainwhy

largecountrieswantsmallcountriestoJOlntheWTO・Itmaybe血atinpl’aCtice

largecountriessimplydonotcare，aSSmallcountriescannota能cthetermsof

trade．Animplicationisthattradeagreementswilltendtorenecttheconcemsof

largecountries，andthatrecIPrOCalexchangesoftradepolicycommitmentswillbe

COnCentratedamonglargecountries・TOasigni丘cantextentthisisindeedwhat

OCCurS．However，atthesametimelargecountrieshavesupportedexpansionofthe

membershipoftheWTO㍉mdnegotiatedbilateraltradetreatiesandpre危rential

accessarrangementswithsmallcountries・Thisisdi範culttosquarewiththeterms一

〇缶radeexplanationfortradeagreements，SuggeStingohermotivationsmustbe

relevantaswell．
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Theterm－Of－traderationalehasalsobeencriticizedinthespeci魚Ccontextofthe

WTObecausetheGATTdoesnotdisciplineheuseofexporttaxes，Whichcanbe

usedtoaffectthetermsoftrade（Emier，2・00lb，2004；Regan，2006）・Ifterms－Oi

tradeconsiderationswereindeedthesoledriveroftradeagreements，gOVemmentS

wouldwanttodisciplineallborderpoliciesthatcaninHuencethetermsoftrade・In

theWTOthisisnotmecase．Norcanterms－Of－tradetheoriesexplainwhysmall

countrygovernmentsnegotiatelimitsontheirownuseofimporttari鴇andother

POlicieswhenjolnlngtradeagreements・

Anotherstrandofeconomic血eory（e・g・Ttlmlir，1985；StaigerandT批ellini，1987；

MaggiandRodriguez－Clare，1998，2008）providesanaltemativerationale：trade

agreementsmayofferamechanismtogovernmentsmatwanttocommittoasetof

policiesthatmaynotbe（PoliticaHy）feasibletdadoptormaintain．Thislineof

theoryhastradeagreementsservlngaSalock－inmechanismoranchork）rtrade

andrelatedpolicyreもrms・BycommittlngtOCertainrulesthatbindpolicies，a

govemmentcanmakeitsreあmsmorecredible：0範cialscanteHinterestgroups

seeking the（re－）imposition oftrade policies that doing so willviolate血eir

commitmentsandgenerateretaliationbytradingpartners・

Thisrationalefortradeagreementsisconditionalonagreementsbeingenもrced・

Inpractice，agreementSmaynOtbeenfbrcedagalnStSmallcountriesbecausethe

incentivesfortradingpartnerstoinvesttherequiredresourcesmaybetooweak，

thatis，COStSeXCeedexpectedbene丘ts・Ifthisisthecase－aSissuggestedbythe

evidencesummarizedinChapter3－thisweakens血ecommitmentexplanationfbr

cooperation，makingitconditionalontherebeingaterms－Of－tradeextemamy

neededtoinducecompliance（generatethecredibmty）．Inaddition，melarge

number ofholes andloopholes that are embodiedinmeWTO weaken the

Credibility－Cum－COmmitmentthatisimpliedbymembership－aS gOVemmentS

stillhavegreatleewayto（re－）imposeprotection．Asisoflenpointedoutinthe

economicliteratureontheWTO，itisanincompletecontract・

Athirdperspectiveontherationaleoftradeagreementshasbeendevelopedby

Ethier（2004，2，007），WhocategoricaHyr匂ectsthe‘realworld’validityofterms－Of・

tradedrivenexplanations．Ethierstresses血atWTOmembersretainaccessto

instrumentsthroughwhichtheycana旋cttheirtermsoftrade，Star血ngwithexport

taxes－Which，aSmentioned，arenOtSubjecttodisciplines．Instead，Ethierstresses

domesticpoliticaleconomyd）mamics，andbuildson－isconsistentwith－ーalong

traditionthatstarts宜omthepremise血atgovernmentsseektomaximizepolitical

SuPPOrt：theirconcemistogetre－electedortoremaininpower・Thisinturn

impliesthatheywillrespondtoandseektosatisfythedomesticconstituencies

thattheyneedtostaylnPOWer・暢kingasglVenthatgovemmentsareconservative

inthesensethatmeyputgreaterweightonprospectivelossesforgroupsinsociety

thanonmeexpectedgainsをomliberalization（whichisrealisticasloserscanbe

iden的edandwillmobilizewhereasmanyofmebene丘ciariesofgreaterexportsdo

notknowwhotheyare），gOVernmentShaveincentivestoimposeormaintain
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protectionbecausethisraisestheincomesofthegroupsをomwhich血eyderive

politicalsupport・Iffdreigngovernmentscouldbeinducedtoliberalize，however，

thatprovidesadirectgainfbrexistingexporters・Thisintumchangesthegovern－

ment，sincentivesasita飽ctsthebalanceofpoliticalsupport・Amoreliberalstance

becomesoptlmalasthegovernmentwⅢbene丘はomreducinglmPOrttari能ona

quidproquobasis（seealsoGrossmanandHelpman，2002）・

AninterestingdistinctfeatureofEthier’sanahTSisisthatitprovidesanexplan－

ationforgradualliberalization：traderefbrmsgeneratehigherlevelsofpolitical

supportifspreadoutovertime・GradualismisastandardfeatureofvirtuaHyall

tradeagreements，inthattheytendtobeimplementedinstages・Usuallythisis

explainedonthebasisofadjustmentcosts・Ethier（2004）0鉦rsanomermotivation

forgradualism‥ithasapomcalsupportrationale・

Althoughtheformalmeoretical缶ameworksthathavebeendevelopedby

economistsinrecentyearshavehelpedclariqthepossiblerationalesk）rtrade

agreements，theeconomicliteraturecanonlyoHerapartialperspective・Com－

plementaryexplanationsfbrthek）rmationoftradeagreementshavebeeno挽red

intheinternationalrelationsandpoliticalscienceliterature・Thesedisciplines

placemoreemphasisonheroleofpower・Ondomesticpoliticalconsiderations

andthestructureofinstitutions，andon‘noneconomic’Objectivesandvalues

suchastheavoidanceofwarandideology・Thestressonpowerandfbreign

policyconsiderationsisclearhThistoricaHyrelevantgrventheimpactofthe
exerciseofpowerontradenows（FindlayandO’Rourke，2007）・Inpractice，aS

stressedbytheWTO（2007），thehugedifftrencesbetweencountriesandmeir

underlyinginterestsimply血attherecanbenoslngle，formal‘grandheory’of

the GArT／WTO．

Inourview，amoughtheterms－Of－tra－de（marketaccess－Cum－COStShi触ng）

血meworkiselegantandgeneratesimportantinsightsintothe魚ctorsthatwill

supporttradeagreements，itistooabstracttohelpmderstandmeactualprocessof

m血nateralcooperationontrade・ThegenesisoftheGATTrevealsratherunam－

biguously血attems一〇ftradeconsiderationsdidnotdrivenegotiationsordeter－

minethe丘naloutcome（Curzon，1965；Tackson，1969；Dam，1970）・Inpractice，the

politicaleconomy－based丘ameworksprovidegreaterinsightsintomedesignand

mechanicsofcooperationintheGATT／WTO・

Reciprocity

Foranationtonegotiate言tisnecessarythattheexpectedgain五〇mdoingsois

greaterthanthegalnaVailable五〇munHateralliberalization・ByobtainlngreClp－

rocalconcessions，thesegainsareensured（Boxl・4）・Moretechnica肋whatreci－

procityintradenegotiationsdoesistohelptoo鴇ettheexternalities（economic

ine範ciencies）thatareimposedbycountriesastheyimplementtradepolicies，
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Boxl．4，PoiiticaieconomyforceSandreclprOCa川beraiization

H亜nanandMoser（1996）arguematause血Iwaytounderstandheェoleofreciprocityis

tostart五〇mthepremise血atimport－COmPetingindustrieshavepropertyrightstoheir

homemakets，arightthathasbeenacquiredasaresultofpastlobbyingorpo址ical

supportgrantedtogovemments・Inmesameway血atprotectioncanbeexplainedasthe

otheomeofapoliticalprocesswheregovernmentsseektomaximizepoliticalsupport－

takingintoaccountthehctmattari鴇areoftenusedfbrrevenuepurposesandtendto

persist after akemative taxbases are devdoped一十ccIPrOCa11iberalization canbe

e坤lainedastheoutcomeofapoliticalprocess・Inthiscasetheinterestsofmedomestic

right－holders（meimport－COmPetingindustries）arebalancedwith血oseofdomestic

exportindustriesseekingequiⅥ丸entrightsinもreignmarkets（andlowerinputcosts）・If

thelattergroupo絶rsenoughpoliticalsupport，erOSionoftheゐrmergroup’srightsmay

provepomicaHyrationaLForadiscussionoftheresumngdynamicsinthecontextofUS
tradepolicy，See，forexample，Destler（2005）andDevereaux，LawrenceandWatkins

（2006）．

Whateveriso挺redbyonecou血y（血edemandeur）inaMTNasaquidproquofora

demandbyatradingpartnermustbeofinteresttothegovemmentaskedtoalterits

policies．Thus，tObeeHective血eo能rmusthelpmeettheobjectivesofinnuential

toreignlobbiesmatwillthenpushfbr血edesiredchangeinpolicyintheircountry・

Akernativehto旋rsmightbedesignedtohebthegovemmentcompensategroups血at

arelikelytolosesigni丘candYをomareductioninprotection・Optionshereincludea

gradualreductioninthelevelofprotectionandacceptanceofsa氏guardmedlanisms－

asdiscussedbelow，WO‘prmciples’血atcharacterizetheWTO・

Alhoughe穂）Ortinterestsareheprimaryplayersinsupportingliberalizationinme

MTNcontext，0hergroupsfavoumgliberalizationmayalsoplayarole・Examples

indudeconsmeroreconomic－developmentlobbies（theefiectofdevelopmentaidis

をequenthro統etbyprotectionagamstdevelopingcountryexports，aneXampleof

incoherentpoliciestowhichweretuminChapter12）∴Ibmobmzesuchgroupsthey

mustbealWareOf血edetrimentalimpattoftradepolicieson血eirobjectives，and血ese

impactsmustbelargeenoughtoinducethemtoorganize・Theprovisionofinfomation

onhee絶ctsofprotectionistpoliciesis，merefbre・Ofgreatimportance・Indeed・theneed

forsuchinfomationisquiteindependentoftheMTNprocess・grVen血atinmany

instancesaunilateralchangeinpolicywouldbewel魚re－improvmg・Themainpoint・

howeveListhatwhatcountsISPOliticalsupport・Ifconsumerandomergroups象ⅣOumg

aliberaltradepohcydonotmobilizeandexercisepoliticalinnuence，theygeneranywill

beiI・l・elevant．

generallydrivenbyadesiretorespondtointerestgroupsthatseekprotectionand

havesupportedtheelection（orselection）ofagivengovernment・Ine純ct，by

insistingonreciprocitycountriesmaybeabletoensuremattheir（termsoftrade’

arenota縦cteddetrimentallyasaresJtofownliberalization，intheprocess

counterbalanclngtheresistancebylosmglobbieswiththesupportgeneratedby

thosethatbene丘t．
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ReciprocltylntradenegotiationscomesinmaniTgulSeS・Itmaybedi血seor

speci丘C（Keohane，1984）．Ifspeci丘C，itmaybeexpressedinquantitativeorquali－

tativeterms，andmayapplytolevelsortochangesinprotection（Winters，1987a）・

AlthoughmeGATTandtheGATShaveasunderlyinggoalsabroadbalanceof

market－aCCeSSCOmmitments，byrequiringreciprocity・nationsattempttominim－

ize丘eeriding・Inthecaseofbilateralnegotiations・thisisdonebyasuitablechoice

ofproductsonwhichconcessionsareofreredandsought；inthecaseofmukilateral

across－the－boardnegotiations，itisdonebyasuitablechoiceofproductstobe

exempted五〇mliberalization（seeChapter4）・

Generally，nationsarequlteSuCCeSSfulinminimizlngをeeriding・Forexample，

internalization，de丘nedbyFinger（1974，1979）asthesumofallimportsoriginating

incountrieswi血whomacountryexchangesconcessionsasapercentageoftotal

importsofgoodsonwhichconcessionsaremade，WaSabout90perCentfortheUS

intheDillon（1960－1）andKennedy（194－7）Rounds・AHen（1979），fbcusing

explicitlyonbHateralbargalnSmadeinmeKennedyRound・Showedthatthere

wasarelationshipbetweenthesizeofconcessionsmadeoncommoditytari鴇and

medegreeofbargalnlngPOWeraCOuntryhadonacommodityvisふvisitsma型

tradingpartners・Thus，reCIPrOCltylSlnPartafunctionof血eweightacountrycan

bringtobearinanegotiation・

Reciprocityalsoapplieswhencountriesaccedeto血eWTO・Giventhatnew

membersobtainallthebene丘tsintermsofmarketaccess血athaveresulted缶om

earliernego血tingrounds，eXistmgmembersinvariablydemandmatpotential

entrantspayan‘admission掃InpracticethisimpliesnofO血ythatuponJOlnmg

theWTOacountry’stradereglmemuStCOnfbrmwiththerJesofmeGArTGArS

andTRIPS，butalsothatmegovernmentwmbeaskedtomeralizeaccesstoits

market．AccessionmodalitiesarediscussedfurtherinChapter2・

ForrecIPrOCitytoworkitisimportantthatlobbies魚vourlngOpenmarketsdo

nothaveo血ermeansofgettingl心attheywant．Finger（1991）haspointedoutthat

largecountriesincreasmglynegotiateincreasedmarketaccessfbrtheirexportlng

armsbilatera叫SuchbHateralaltemativesweakenthepowerofreciprocltyinthe

multilateralcontext，aStheyreduceheincentivesfbrexportintereststosupport

liberalizationduringMTNs・Iftrue，thiswouldconstituteamaJOrSyStemicdown－

sideofregionalintegration・AsdiscussedinChapterlO，Otheranalyststakean

oppositeviewandarguematPTAsmaycreatepoliticaleconomyforcesthat

generatesupportfore坤andingprefdentialliberalizationtononmembersand

huseventualmultilateralization（Ethier，2004；Baldwin，2，006a）・

Acodeofconductfbrtradepolicy

Thetradepolicyexchangemarket（MTNs）generatesspeci丘ccommitmentsby血e

particIPantS・Thesecommitmentspertaintomarketaccess－SPeCiacliberalization
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PrOmises－andtocertainrulesofthegamethatallagreetoabideby．TheWTO

encompassesacomplexsetofspeci丘clegalobligationsregulatingtradepoliciesof

member states．These are embodiedin the GATT，the GATS and the TRIPS

agreement・TherulesandprinciplesoftheWTOconstrainthe宜eedomofgovem一

mentstousespecihctradepolicyinstruments，andarelargelymotivatedbyadesire

toconstraintheabilityofsignatoriestore－imposeprotectionthroughme‘back

doo土

Asmentionedpreviously，OneViewoftheroleoftheWTOisthatisanalogousto

amasttowhichgovemmentscantiethemselvestoescapethesiren－likecallsof

Variouspressuregroups（Roessler，1985）・Itisamechanismhroughwhichthe

POliticalmarketfaHurethatisinherentinmanysocieties－bothindustrializedand

developlng－Canbecorrected，atleastinpart，becauserenegmgOnliberalization

COmmitmentsrequlreSCOmPenSationofa挽ctedtradingpartners．However，muCh

dependsonthewillofgovernmentstotie血emselVeStOthemastandonthe

Strengthoftheropeused・WTOrJesanddisciplines－discussedatlengthinlater

Chapters－embodymanYholesandloopholeshatgovemmentscaninvokeifthey

desireto・Muchalsodependsonwhetheritmakeseconomicsensetotieoneselfto

themast・Anecessaryconditionisthatabidingbytherulesisinhenational

interestofmembers・Asdiscussedsubsequently，anumberofexistingWTOrules

arguablydonotmeetthistest∴

TheWTOembodiesarule－Orientedapproachtomult地eralcooperation．This

COntraStSWihwhatcanbecharacterizedasarest此S一〇rientedormanaged－trade

approach－agreementS、Ontrade魚ows，marketshareorintemationalprlCeS・The

WTOestablishesaframeworkbrtr率e・Itdoesnotde丘neorspeciBT”OutCOmeS・

FourprlnCiplesareofparticularimportanceinunderstandingbothmepre－1994

GATTandtheWTOcodeofconduct：（1）nondiscrimination；（2）transparency（3）

accountability；and（4）nexib田中Eachoftheseisdiscussedatlengthinsubsequent

Chapters；Whatfbllowsbrie餌ysummarizesthemainfeaturesofeach．

MndiSCrimination：心肝Nanlinationaltreatment

TheprlnCipleofnondiscriminationhastwocomponents，theMFNruleandthe

nationaltreatmentprlnCiple．BohcomponentsareembeddedinthemainWTO

rulesongoods，SerVicesandintellectualproperty・However，theirprecisescopeand

nature di麗r across these three areas，eSPeCially nationaltreatment（seelater

Chapters）・TheMFNrulerequiresthataproductmadeinonemembercountry

betreatednoless免vourablythana‘like’（verysimiklr）goodthatoriginatesinany

Othercountry・Thus，ifthebesttreatmentgrantedatradingpartnersupplyinga

SPeCi丘cproductisa5PerCenttariH，thenthisratemustbeappliedimmediately

andunconditionallytotheimportsofhisgoodorlgmatlnginallWTOmembers．

MostfavourednationappliesunconditionalhItcannotbemadeconditionalon
COnSiderationsofreciproclty，WhichisaprlnCiplethatappliesinnegotiations）nOt

inthe application ofnegotiated rules・However，eXCePt10nS aremade fbr the
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fbrmationofをeetradeareas orcustomsunionsandprererentialtreatmentof

developmgCOuntries・Uponaccessionofanewmember，aneXistlngmembermay

alsoinvoketheWTO’snonapplicationclause（ArticleXIII）・Theseexceptionsto

MFNarediscussedinsubsequentchapters．

MostfivourednationisafundamentalrJefortheWTOfbranumberofreasons．

Itensuresthatdealsthatarestruckbetweentwocountriestolowertal・i能arenot

‘undone’subsequentlybyone oftheparties o絶ringbettertermsto another

country．Thatis，MFNisaninstrumentthathelpsmakereciprocity‘work’（Bagwell

andStaiger，2002，2004）．Itprovidesinsuranceagainstso－CaⅡedconcessiondiver－

sion（SchwartzandSykes，1997；Ethier，2004）・Most魚vourednationalsoreduces

overallnegotiatmgCOStS一〇nCeanegOtiationhasbeenconcludedw血onecountry，

the results extend to all．This obviates the need for other countries toinitiate

discussionstoobta＿insimilartreatment．Instead，negOtiationscanbelimitedto

theprlnCIPalsuppliersofspeci丘cproducts・Most魚vourednationalsoprovides

smallercountrieswithaguaranteethatlargercountrieswillnotexploit血eirmarket

POWerbyralSlngtari鉱agalnStmeminperiodswhentimesarebadanddomestic

industriesareclamouringfbrprotection，Oraltemative坊glVeSpeCi丘ccountries

pre氏rentialtreatmentk）rfbreignpolicyreasons・Most魚vourednationraisesthe

costsoflobbyingk）rPrOteCtionbyensurlng血atallexporterstoamarketwillbe

a絶ctedbyanincreaseinprotection．Most魚vourednationtherek）rehelpsinthe

en氏）rCementOfmultilateralrulesbyraisingmecoststoacountryofdefectingをOm

thetradereglmetOWhichitcommitteditselfinanearlierMTNoruponaccession・If

itdesirestoraisetradebarriersitmustapplythenewpoliciestoallWTOmembers・

ThisincreaseshepoliticalcostofreneglngOnPr10rCOmmitmentsbecauseit

implieshighereconomiccostsfbrimporters，Whothenhavestrongerincentives

toobjecttothepolicychange．Fina哩をOmaconsumerwelfareperspective，ifpolicy

doesnotdiscriminatebetweenfbreignsuppliers言mportersandconsumerswm

COntinuetohaveanincentivetosource五〇mthelowestcost丘）relgnSuPplier・

Thenationaltrea－tmentruleisthesecondlegofmenondiscriminationprlnCiple・

Itrequiresmatk）relgngOOds一〇nCetheyhavesatis丘edwhateverbordermeasures

app17Lbe treated noless魚vourablythanlike or directlycompetitive goods

produceddomesticauyintermsofinternal（indirect）taxation（ArticleIII：2GATT）・

Thatis，gOOdsoffbreignorlglnCirculatlnginthecountryshouldbesubjecttome

sametaxesandchargesthatapplytoidenticalgoodsofdomesticorlgin・Asimilar

Obligationappliestonontaxpolicies（regulations）（ArticleIII：4GATT）・Inboth

CaSeS，theobhgationistoprovidetreatment‘nolessfavourablelAgovemmentis

をeetodiscriminatein魚vourofforeignproducts（againstdomesticgoods）ifit

desires，Subject，Ofcourse，tOmeMFNrule－allforeignproductsmustbegiventhe

NationaltreatmentisavirtuaHyall一cmCOmPaSSlngdiscipline・Thepotentialreach

ofthenationaltreatmentprovisionsinWTO agreementsis魚r－reaChing：they

spanvirtuaHyallgovemmentalpoliciesthataffecttheconditionsforsaleand
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distribution，Widelyinterpreted，Ofimported products（Hom andMavroidis，

2004）．Moreover，theruleisnotlimitedto explicitIydiscriminatorymeasures，

butalsospansanypolicythatindirectb′hastheeffectofdiscriminatmgagamSt

imports・Therationalefbrnationaltreatmentistoprecludetheuseofdomestic

regulatoryortaxpoliciestonuHi恥negotiatedtari任Concession・Thereachofthe

principlelS，thereもre，limitedtotheimpactofspeci丘cpolicieson（very）speci丘c

products，Withmuchdependingonwhetherdomesticandimportedproductsare
‘like’eachother．

The provision has，nOt SurPrisingly，givenrise to a substantialnumber of

disputesandcaselaw，WhichisdiscussedinChapter5・

Althoughthenondiscriminationrdesareinvariablyregardedas血ndamental

and de丘ning prmCiples k）r the trading system，the theoreticalrationale for

MFNremains amatterofdebateand resea－rChbyeconomists・A抽10ughitis

clearthatthepolicymakerswho designedthe GArTplacedgreatweightand

importanceontheprlnCipleofnondiscrimination－StrOnglyinnuencedbyme

inter－WareXperience－eXaCtlyhowMFNhelpstosustaincooperationandwhat

itsroleisinmovmgCOuntriestoadoptlowertari悠血antheyotherwisewould

isless clear．Much oftheliterature on this question一二Whichis surveyedin

WTO（2007）andHornandMavroidis（2001）一山astendedtofocusonanalys一

mgSituationswherecountriesaresymmetric・Morerecentana函esthat言皿Ow

tbr me types ofasymmetry mat characterize actual∴tra－de relationships may

helpindeepenmgheunderstandingofmeroleplayedbynondiscrimination

（Boxl．5）．

舟anやarenq′：ir的rmationanわommmication

EnsurlngmatcommitmentsareimplementedrequlreSaCCeSStOink）mationon

thetradereglmeSthataremaintainedbymembers・Numerousmechanismsare

incorporatedintotheagreementsadministeredbytheWTOto魚C亜tatecommu－

nicationbetweenmembersonthepolicyareascoveredbyagreements・Alarge

numberofspecializedcommittees，WOrkingparties，WOrkinggroupsandcouncils

meetregularlyinGeneva・Theseinteractionsallowft）rtheexchangeofinformation

andviews，COnCemSanddisagreementstobeaired，andpotentialcon皿ctstobe

dehISedinane飴cientmanner．

WorldHadeOrganizationmembersarerequiredtopublishtheirtraderegula－

tions，tOeStablishandmaintaininstitutionsallowingもrhereviewofadministra－

tivedecisionsaffectingtrade，tOreSPOndtorequestsforinfomationbyother

members，andtonotigchangesintradepoliciestotheWTO・Theseinternal

transparencyrequlrementSareSuPPlementedbymJtilateralsurveillanceoftrade

policiesbyWTOmembers，魚cilitatedbyperiodiccountry－SpeCi丘creports（Ⅱade

PolicyReviews）thatarepreparedbymesecretariatanddiscussedbytheWTO

CounciLtheso－CauedHadePolicyReviewMechanism（see Chapter2・）・This

extemalsurveillancealsofosterstransparency，bothfbrcitizensofmecountries
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Boxl“5“UnderstandingtheroleofMFN

Economic五rstprinciplessuggesthattheoptimaltariffpolicyofacountryislikelytobe

discriminatory・Onereasonalreadyamdedtoforthisiswheherornotacountrycan

affect血etermsoftrade．Anomeriswheherornothegovemmentimposestari悠to

COHectrevenue・Inbothcases，aCCOrdingtotheso－CalledRamseypricingrule（Ramsey，

1927），helevelofhetar描shouldbehigheronproducers（consumers）血athaveless

elasticsupply（demand）・Ifthedemandforagoodisuniformlylesselastic血anmatfor

anothergood，血eoptimaltaxrateishigherforhe血stgoodduetothelowerdead－

Weightlossをomta－Xlngitra血erthanthesecondgood．Ifthe丘rstgoodistotauyinelastic

thereisnodeadweightlossをomtaxingit，andthe丘rstbestcanbereachedbytaxingjust

thisgood・Broda，LimaoandWeinstein（2006）provideevidencethatcountrieshatare

notboundbyme GATTNTO systematicaHYSethighertari統On goodsmatare

SuPPhedinelastically・and血at血ose血atcana旋ctmetemsoftradedoindeedlevy

highertari鴇，aSPredictedbyme血eory・

Thevariouspotentialreasonsmotivating血euseofMFNmentionedin血etexttaken

togethersuggestmatMFNisimportantinsupportingtheuseoftradeagreementsby

govemments・Giventhemyriaddi麓rencesacrosscountries，itisquiteunlikely仕岨tme

nondiscriminationrulea能ctsaHcountriesinasimilar魚shion．Researchhasbegunto

emergethatputscountryheterogeneityatcentrestage．SaggiandSengJ（2008）arguethat

use血linsightsregarding血eroleofmeGAHlバNTOsysteminworldtradecanbeachieved

byもrmallyana車ingGATTasadubwhoseonlYreqtnrementishatmembersgramMFN

toeacho血er・Theyshowhatthedesirお出tyofsuchanMFNclubfromacomtry，s

PerSPeCtivedependsonhowitsproductioncostcomparestoothers・Inmeirmodel，

receivingMFNをOmothersisofgreatervaluetocountriesthathaverelativeサlowercosts

Ofproduction・Inrelatedwork，Saggi（2009）ConcludesthatadoptionofMFNbyacountry

hurtsmesmallerexportertoitsmarketwmebene乱tingthelargerone・Thus，the

applicationofMFNbyacountrydoesnotnecessariybene魚上皿ofitstradingpartners．

SaggiandYildiz（2005）notethatwhenmarketstmctureisasymmetricacrosscountries，

MFNdoesnotnecessarilydominatetariffdiscriminationeven五〇maworldwelfare

PerSpeCtiveAnintrigumgresukofmeiranalysisis血atahigh－COStCOuntrymayChoose

toJOmanMFNclubeventhoughitswe愉reasamemberislowerrelativetoaworldin

Whichnosuchclubexists（i・e・aSCenariowhereallcountriespursuetar瓶discrimination）．

Thisresultobtainsbecausethetateofahigh－COStCOuntryaSanOnmembercanbeeven

WOrSemanthatasamember・ThisresultmayshedsomelightontheroleplaJ融byspecial

andd瓶renhaLtreatment（SDT）inmemumateraltradingsystem（discussedinChapter12）．

SaggiandSengd（2008）suggest也atsuchexceptionstoMFNmaybenecessarytoundo

SOmeOfmeadversedistributiomle鉦競SOfanMFNclubonhigh－COStmembers・Intheir

ana中sistheadoptionofSDThelpsensurematheMFNclubbene釦sallmembers．

COnCernedandft）rtradingpartners・Itreducesthescopefbrcountriestocircum－

Venttheirobligations・therebyreducinguncertaintyregardingtheprevailingpolicy

TtansparencyisabasicpillaroftheWTO・Itisalegalobligation，embeddedin

ArticleXGATTandArticleIIIGATS・TtansparencylSimportantfbrseveral
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reasons・Itreducesthepressureonmedisputesettlementsystem，aSmeaSureSCan

bediscussedintheapproprlateWTObody・Frequently，SuChdiscussionscan

addressperceptionsbyamemberthataspeci丘cpolicYViolatestheWTO一

manypotentialdisputesarede血sedininfbrmalmeetlngSinGeneva・廿anspar－

encylSalsovitalintermsofensurlng OWnerShip，oftheWTOinstitution－if

Citizensdonotknowwhattheorganizationdoesitwillhavelesslegitimacyand

POliticalsupportfbritmayerode・TheHadePolicyReviewsareaunlqueSOurCe

Ofinfbrmationthatcanbeusedbycivilsocietytoassesswhattheimplicationsare

Oftheoveralltradepolicies血atarepursuedbyagovernment・Fromaneconomic

PerSPeCtive，tranSParenCyCanalsohelpreducetradet）Olicy－relateduncertaintyl

CountrieswihpolicyreglmeSthatareperceivedbyiINeStOrSaSunStableare

generallY aSSOCiated with higher capitalcosts一言nvestors wiH demand a risk

Premiumon血ndsinvestedinsuchcomtriestotakeintoaccounttheprobability

Oflossesduetopolicyreversals・Suchpremiacanbehigh・Mechanismstoimprove

transparencycanhelplowerriskpercept10nSbyreducinguncertainty・World

丑ade Organization membershipitself∴with the associated commitments on

tradepoliciesthataresubjecttobindingdisputesemement，Canalsohavethis

e舐；Ct．

Accouniabiliかer婦rCeablecommitments

Liberalizationcommitmentsandagreementstoabidebyrulesofthegamewillhave

littlevalueiftheycannotbeenforced・Thenondiscriminationrulesplayan

importantroleinensurmgthatmarketaccesscommitmentsareimplemented

andmaintained・ThetariffcommitmentsmadebyWTOmembersinaMTNand

uponaccessionareenumeratedinschedules（lists）ofconcessions．TheseschedJes

establishso－Calledcemngbindings－thememberconcemedcamotraisetarifiS

aboveboundlevelswi血OutnegotiatingcompensationwiththeprlnCipalsuppliers

Oftheproductsconcemed・TheMFNrJe血enensuresthatsuchcompensation－

usuallYreductionsinohertari統一eXtendstoallWTOmembers，ralSmgthecost

Ofreneglng・Oncetar描commitmentsarebound言tisimportantthatother，

nontar堆measuresthatcanhoHowoutthevalueofthetariffconcessionarenot

used・AnumberofGArTprovisions，includingabanontheuseofquantitative

restrictionsonimportsandexportsand血erulesonsubsidies，eSSentiaⅡyservemis

PurPOSe（seeChapter5）．

Ifacoumyperceivesthatactionstakenbyanothergovemmenthavetheefiect

Ofn皿i即ngorimpairingnegotiatedmarketaccesscommitmentsorthediscip－

1inesoftheWTO言tmaybringthistotheattentionofthegovernmentinvoIved

andaskmatthepolicybebroughtintoconfomitywithitsobligations・Ifsatis－

factionisnotobtained，WTOdisputesettlementproceduresmaybeinvoked．

TheseinvoIve血eestablishmentofapanelofimpartialexpertswhoarecharged

WithdeterminmgWhetheracontestedmeasureviolatesamember，scommitments

undertheWTO・BecausetheWTOisaninter－gOVemmentalagreement，PrlVate
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PartiesdonothavelegalstandingbefbretheWTO’sdisputesettlementbody・Only

governmentshavetherighttobringcases・Theexistenceofdisputesettlement

PrOCedures precludes the use ofunilateralretaliation．For smaH countriesin

Particular，reCOurSetO amultilateralbodyisvital，aSunilateralactionswillbe

ine鮨ctiveandthusnotbecredible．MoregeneraHy，Smallcountrieshaveagreat

Stakeina－rule－basedintemationalsystem，aS血isconstrainsthelikelihoodofbeing

COnをontedwithbilateralpressure五〇mlargetradingpowerstochangepolicies

thatarenottotheirliking・

Flexibili少Calibratedcommitmenisand（conditional）5新砂γalγeS

A丘nalprlnCiplecharacterizmgtheWTOisnexjbility．Thismanitestsitselfina

numberoffbms・Oneisthatgovemmentsmay，iftheydesire，re－imposetrade

restrictionsinspeci丘edcircumstances・Therearethreetypesofprovisionsinthis

COnneCtion：articlesallowingfbrtheuseoftrademeasurestoattainnoneconomic

Objectives，articlesaimedatensurlng‘魚ircompetitionねndprovisionsallowlngR）r

interventionintradeもreconomicreasons．The血stincludeprovisionsallowlng

R）rPOliciestoprotectpublichealthornationalsecurity，andtoprotectindustries

matareseriouslylnjuredbycompetition五〇mimports．TheunderhTingideainthe

lattercaseisgenerallythatgovernmentsmustbeabletousetradepolicylnStru一

mentswhencompetition五〇mimportsbecomessovlgOrquSthatdomesticcom－

Petlngindustriescon缶ontm糾Oradiustmentpressures，Withconsequentpolitical

andsocialproblems．Theseco王誼typeofmeasuresincludetherighttoimpose

COunterVamngduties onimports mathavebeen subsidized and antidumplng

dutiesonimportsthathavebeendumped－SOldatapricehatisbelowthat

Chargedinthehomemarket．Theobjectiveof葦血competition’isoftenindirect

COnnictwithmarket access，aStheinstrumentusedbygovemments to attain

‘鮎mess’isusualhratradebarrier・Suchbarriersare，however，Perfectlylegaland

Permitted aslongas theysatisBTthe criterialaid downintherelevantWTO

PrOVisions・Finally，the≒範iidtypeof‘satetyvalve’allowsforactionstobetakenif

hereareseriousbalance－Of－PaymentSdi飴culties，Orifagovernmentdesiresto

SuPPOrtaninfantへindustry・

1．4．FROM GATTTOWTO

TheGeneralAgreementonThriffsandHadewasnotもrmallyanintemational

Organization（thatis，alegalentityinitsownright），butaninter－gOVemmental

treaty．As aresult言nsteadofmemberstates，GATThadcontractmgParties．
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This changedwith the establishment oftheWTO，Whichis anintemational

organization that administers multilateralagreements pertainlng tO tradein

goods（GATT1994a，aSWellasnumerousissue－SPeCi危cagreementsonantidump－

ing，Subsidies，importlicensing，andsoforth），tradeinservices（GATS），andtrade－

relatedaspectsofinteⅡectualpropertyrights（TRIPS）・Tbre且ectthe魚ctmatthe

WTOisanorganization，inthisbookwewillgeneraHyusetheterms‘contractlng

parties’torettrtoslgnatOriesofthepre－1994GATT言md‘meInbers’toreferto

signatoriesoftheWTO．WealsomakeadistinctionbetweentheGATT1947（the

oldGATT）andtheGArT1994血atisembodiedintheWTO．TheoldGATTwas

bothasetofrulesandaninstitution；henewGATTisjustoneofthreemult揖teral

agreementsthatareoverseenbymeWTO・

TheWTOappliestoagreementsbetweennation－StateSandcustomsterritories

thataddressgovernmentpolicies・TheWTOdealspredominantlywiththeactions

ofgovernments，eStablishingdisciplinesontradepolicylnStrumentSSuChastarifk・

quotas，Subsidiesorstatetrading・Thus，血eWTOisaregulatorofregulatory

actionstakenbygovemmentsthata縦cttradeandtheconditionsofcompetition

魚cinglmPOrtedproductsondomesticmarkets・In血isitisnodi縦rent丘omthe

oldGATT

Afundamentalpercept10nOfthefbundersofmeGATTwasthatmultnateral

institutionsfac亜atingcooperationbetweencountrieswereimportantnoton中島r

economicreasons，butalsothattheresultingmcreaseininterdependencebetween

countrieswouldh〔車toreducetheriskofwar（Meade，1940；H皿，1948；Penrose，

1953；Hirschman，1969）．Theexpectedincreaseinrealincomesfduowingtrade

liberalizationandnondiscriminatoryaccesstomarketswasexpectedtoreduce

thescopefbrpoliticalcon触cts・Theincreaseintransparencyandtheava田地tyof

afbruminwhichtodiscusspotentialoractualtradeconnictswasexpectedto

reducetheprobabilityofthesesp皿ngoverintoo血erdomains・ThePreambleof

theGATT1947StateSthatitsobjectivesincluderaisingstandardsofliving，enSurlng

fullemploymentanda－largeandsteadHygrowmgVOlumeofrealincomeand

effective demand，developmg the血lluse ofthe resources ofthe world and

eやandingmeproductionandexchangeofgoods（GATT1994a‥486）・Itgoeson

tosaymatrecIPrOCalandmutualhTadvantageousarrangementsinvohTingasub－

stantialreductionoftari徳andotherbarrierstotrade，aSWellastheeliminationof

discriminatorytreatmentininternationaltrade，Willcontributeto血erealization

oftheseobjectives．NowhereisaIVmentionmadeof缶eetradeasanultimategoaL

ThiscontinuestobethecaseundertheWTO．

TheGATTemergedをomthenegotiationstocreateanITOaftertheSecond

WbrldWar・Thenegotiationsonthecharterofsuchanorganization，although

concludedsuccesshllYinHavanain1948，didnotleadtotheestablishmentofthe

ITObecausetheUS Congresswasexpectedtore血seto ratigtheagreement・

The GArTwasnegotiatedin1947between23COuntries－12developedandll
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developlng一山efbretheITOnegotiationswereconcluded辛ThecountriesinvoIved

inthe1947eXChangeoftariHreductionswereanxiousthatimplementationof

liberalizationnotbeconditionalupontheconclusionoftheITOtalks．Therefbre，

theycreatedtheGATTasaninterimagreement・AstheITOnevercameintobeing，

theGATTwastheonlyconcreteresultoftheITOnegotiations．

LHthough the GATTincorporatedthe provisions ofthe commercialpolicy

ChapteroftheITO，havingbeenconceivedasatemporarytradeagreement，it

lackedaninstitutionalstructure・Inme血styearsofitsoperationitdidnoteven

exist as an entltyeXCePt OnCe Or tWice ayear when formalmeetlngS Ofme

COntraCtingpartieswereheld（CurzonandCurzon，1973）・Itsorganizationalstruc－

tureemergedonlygraduaHy・AmoughmaJOrdecisionsweretakenatthesessions

OftheCONTRACTINGPARTIES，13itrapidhTbecameobviousthatastandingbody

WaSneeded・Aninter－SeSSionalcommitteewasformedin1951tOOrganizevotlngby

airmailortelegraphicbauotonissuesrelatingtoimportrestrictionsjustiaedfbr

balance－Of－PaymentSreaSOnS・Thiscommitteewasreplacedin1960byaCouncilof

Represent如ives，WhichwasgⅣenbroaderpowersandresponsibihtiesf。rday－tO－

day management・Throughout the1947－94Period，the GATTsecretariat was

もrmallyknownastheInterimCommissionk）rtheInternational丑adeOrganiza－

tion（ICITO），CreatedduringthenegotiationsontheITO・Itwastechnicallya

UnitedNations（UN）body，aStheITOnegotiationsoccurredunderUNauspices．

BecausemeITOnevercameintoexistence，thefbrmalrelationshipbetweenme

GATT（atreaty）andheUNwasalwaystenuous．

Overthemorethanもurdecadesofitsexistence，theGATTsystemexpanded

toincludemanYmOreCOuntries・ItevoIvedintoade魚ctoworldtradeorgan－

ization，butonethatwasincreaslnglyをagmentedas‘sideagreements’Orcodes

Were negOtiated among subsets ofcountries・Its fairlycomplexand carefully

Craftedbasiclegaltextwasextendedormodi丘edbynumeroussupplementary

PrOVisions，SPeCialarrangements言nterpretations，Waivers，rePOrtS by dispute

Settlement panels and councildecisions・As ofthe early1999S，aWel1－0iled

GATTmachineexisted，helpingcontractmgPartiesmanagedevelopmentsinthe

trading system言ncludingthrough surveillance oftrade policies and assistlng

COnnictresolutionthroughconsultations，negOtiations，mediationanddispute

settlement．

SomeofthemaJOrmilestonesaresummarizedinlもblel．2．Theearlyyearsofthe

GATTweredominatedbyaccessionnegotiations，areViewsessioninthemid－1950S

12ThefoundingpartiestotheGATTwereAustraha，Belgium，BrazH，Burma，Canada，Ceylon，Cme，

China，Cuba，Czechoslova－kia，France，India，Lebanon，Luxembourg，Netherlands，New Zealand，

Norway，Pakistan，SouthernRhodesia，Syria，SouthAをica，theUnitedKingdomandtheUnitedStates．

China，LebanonandSyriasubsequentlywithdrew
13ThetermCONTRACTINGPARTIES，incapltalletters，WaSuSedtodenotejomtaCtionstaken

byallsignatoriestotheagreement，

Tablel．2，FromGAHtoWTO：aChronoIogy

Date Event

1947　　Ta碓negotiationSbetween23foundingpartiestotheGATTconcIuded・

1948　　GAHprovisionaliyentersintoforceonlJan・1948・DeIegationSfrom53countrieSSlgn

theHavanaCharteresta帥shingan汀OinMarch1948・

1949　　Annecyroundoftariffnegotiations・

1950　　ChinawithdrawSfromtheGAn．TheUSAdministrationabandonseffortStOSeek

CongressionairatificationoftheiTO・

1951　Torquayroundoftar肝negotiations・Germany（FederaIRepu帥C）accedeS・

1955　　Areviewsessionmod臨snumerouSPrOVision50ftheGAH・AmovetotransformGAH

intoaformaiinternationalorganization（anOrganizationforTradeCooperation－

OTC）faiiS．TheUSisgrantedawaiverfromGAHdiSC印nesforcertainagriculturai

poricies・」apanaCCedeStOtheGAIT・

1956　　FourthroundofmuitilateralnegotiationSheldinGeneva・

1957　　CreationoftheEuropeanEconomicCommu［ky・

1960　　AcouncilofrepreSentative5iSCreatedtomanagedaytodayac帥tieS■TheD用on

Roundislaunched．

1961　　D紺onRoundconcluded．The“ShorLTermArrangementlpermittingquotarestrictions

onexport50fcottontextileSagreedaSaneXCePtiontoGATTruies・

1962　　TheShort－TermbecomeStheLong－TermArrangementonCottonTextiIe5・

1964　　TheKennedyRoundbegins・

1965　　PartIV（0nTradeandDevelopment）isaddedtotheGAnestab栂hingnewguide冊es

fortradepolicie50f－andtoward5－deve申ngcountrieS・ACommitteeonTradeand

Developmentiscreatedtomonitorimplementation・

1967　　　cmedyRoundconcludeS・

1973　　TheTokyoRoundStartS・

1974　　TheAgreementRegardingInternationaITradeinTextileSIbetterknownasthe

Mult柵reArrangement（MFA）entersintoforce，rePlacingtheLong一Term

Agreement・TheMFArestrictSeXPOrtgrOWthtoSixpercentperVear・itiSnegOtiated

in1977and1982andextendedin1986．1991and1992．

1979　　TokyoRoundconclude5・Include585etOf，code50fconduct‘onavarietyoftradepoiicy

areasthatcountrieSCandecidetoSignOnaVOIuntarybaSis・MostcodeS

predominantiYattraCtOECDmemberShip・

1982　　AGAHminiSteriaimeeting－the鉦Stina血ostadecade一制stoagreeonanagenda

わra newround．

1986　　AfterlengthypreparatorYWOrk言neiudingnationalstudie50ntradeinSerVieeS，the

UruguayRoundisiaunchedinPuntadelEste・Uruguay・

1990　　ArninisterialmeetinginBrusSels制StOCOnCiudetheUruguayRound・

Canadaforma時ntroducesapropoSaItocreateaMu酬ateralTradeOrganizationthat

wouldcovertheGAntheGATSandothermu剛atera出StrumentSagreedinthe

UruguayRo…d・

1993　1nJunetheUSCongreSSgrantSfa5t－traekauthorrtytotheUSAdministration－under

whichitcannotproposeamendmentStOtheoutcomeofnegotiation5－5ettinga15

DecemberdeadlinefortheUruguayRoundtobeconduded・

ThreeyearSaftertheSCheduledendofnegotiationS・theJruguayRoundiSCOnCiuded

on15DecemberinGenevaaSa’5ingleUndertakingI・

1994　1nMarrakech．on15ApriLminiSterSSigntheFinaIActeSta帥ShingtheWTOand

embodyingtheresuitsoftheUruguayRound・

1995　　TheWTOenters而oforceonlJanuary．FinanciaiSerVicesagreementcondudedbut

USdoeSnOtSign．

（conの
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Tablel．2．（Continued）

Date Event

1996　　MaritimeSerVicestaIkscoIiapSe．The鉦StWTOm面Steriaiconferencehostedby

S五gaporecreatesworkinggroup50ntradeandinvestment．tradeandeompetition

POiicy．tranSParenCyinPubiicprocurementandtradefac冊ation．lntegrated

FrameworkforTrade－reはtedTechnicalASSiStanCeCreated．

1997　　FortygovernmentSagreetOeI証natetariffsoncomputerandtelecommunication

PrOductsbytheyear2000（the冊ormationTechnologyAgreementl．

NegotiationsonanAgreementonBaSicTelecommunication5andaFinanciaIServiceS

AgreementareconcludedunderGATSauspieeS．

1998　　ThesecondWTOministeriaIconferencecommemoratingthef圃ethanniverSaryOfthe

muitilateraはradingSyStemtakespiaceon18－20MavinGeneva．

1999　　MiniSterialmeetinginSeattIefaiiStOia…Chanewround．

2000　　NegotiationsStartOnthesoでaiiedbuilt－inagendadeterminedattheendofthe

UruguayRound－agricuitureandSerVices．

2001　　Chinaaecede5tOtheWTO．AnewroundiSlaunchedinDoha．Oatar．theDoha

DeveIopmentAgenda，SPan…gtradeinagric亜ureImanufactureS．andSeNice5．EU

PutSinpIacethe‘EverythingButArms当nitiativegrantingLDCsdutyandquotafree

acceSStOitsmarkets．

2003　　Esta帥5hmentofthe“G20’groupofdevelo画gcountries．Thelmid－term十eview

MiniSteriaimeetinginCancuncollapSeSamiddiSagreementOnWhethertolaunch

negotiationsonthefour50－Ca陸dSingaporeiSSueS，aSWeliaSd肝erence50n

agricuiture－incIudinganAfrican［ead50fStateca旧Oracceleratedreductionsin

COttOnSub5idie5．

ccneraICouncilDeciSionalIowingWTOmemberStOgrantCOmPuIs0両cenceStOimport

Pharmaceutica申oductSifthereiSinsu節cientlocaIma［ufacturingcapacitv．

2004　InJulyanegotiatingframeworkiSagreedthatincIude50nlyoneofthefourSingapore

iSSueS－tradefa帥tationIPaV－ngthewayforcontinuednegotiationS．

EUexpandstoencompa5525memberstates．

2005　　ThefinaIstageoftheUruguayRoundAgreementonText陸SandCiothingiS

implemented，aboiiShingremainingquantitativereStriction50nimportsimpoSedby

WTOmemberS．

2008

2009

MiniSteriaImeetingin［OngKongmakeSIittieprogresSbeYOndagreementtoabo臨

exportSubsidieS．agreementOnduty－andquota－freemarketacceSSforLDCS．

TRIPSAgreementamendedtoformaiize2003deciSiononcompui50ryIicenSing－the

鉦steveramendmenttotheWTO；AidforTradetaSkforceestabliShed．

TheinabiiityofthemajorprotagoniStStOmakeconceSSionsieadStheDirectorGeneraI

toSuSPendtheDohanegotiatbnSinmidyear．

Vietnambecomesthehundred－and－fiftiethmemberoftheWTO．

ExpirvofUSTradePromotionAuthorityinJunereduCeSPrOSPeCt50ftimeiyconcIuSion

ofDohataiks．

DeaduneforconeIuSi（mOfEconomicPartner5hipAgreementsbetweenEUandACP

COuntrieSeX叩eS．

TheEUconciudeSaSerie50fEPASWithACPcountrieS．

inJuIyanothermini－MiniSterialefforttoagreeonnegotiatingmodalitiesfortheDoha

RoundfaiLs．

InDecember．theDirector－GeneraioftheWTOdecidesnottoca情OraMiniSterial

meetingtopuShforwardDohanegotiationS．dtingaIackofdemonstration．

WTOIaunchesan面tiativetomonitorandreportontheusebyMember50f

trade－relatedpollCYreSPOnSeStOthegiobaI帥anciaIcrisisandreceSSion．

M両steriaIconferencepiannedforNovember2009－the証5tinfouryear5・

thatledtomodi丘cationstothetreaty，andthecreationoftheEuropeanEconomic

Community（班C）in1957．In1962，derogations慮omtheGATTrulesintheareaof

tradeincottontextileswerenegotiated・ThisdevelopedintosuccessiveMulti飢re

Arrangements（MFA－IthroughMFA－IVseeChapter6）－aCOmPlexsystemof

managedtradematwasinconsistentwiththebasicprlnCiplesoftheGATTbutthat

bene乱tedproducersinOECDcountriesaswellasmaIVOfthedeveloplngCOun－

triesthatweregrantedaminimumlevelofguaranteedaccesstorichcountry

markets・Startinginthemid－1960S，reCurrmgrOundsofMTNsgraduallyexpanded

thescopeoftheGATTtoalargernumberofnontari任policies・UntiltheUruguay

Round，eEectivdynoprogresswasmadeonliberalizationoftradeinagricultural

productsandtextilesandclothing・Thedealthat丘naHysubjectedthesesectorsto

multilateraldisciphesincludedagreementonthecreationoftheGATS，TRIPS

andtheWTOitself．

TherearemalVSimlaritiesbetweenheoldGATTandtheWTO・Thebasic

prlnCiplesremainthesame・TheWTOcontinuestooperatebyconsensusand

continuestobemember－driven・However，anumberofmaJOrChangesdidoccur・

Mostobviousli江hecoverageofmeWTOismuchgreater・Moreover，incontrast

totheoldGATTtheWTOagreementismuchmoreofa‘singleundertaking’－

mostofitsprovisionsapplytoallmembers・Thus・血eWTOhasmanymore

implicationsfordevelopingcountriesmandidtheGATTwherepartlCIPationwas

more ala carte as wellas beinglimited to tradein goods・In he dispute

settlement area，the process became more‘legalistic，With the creation ofa

standingAppellateBody・Finally，muChgreatertransparencyandsurveinance

血nctionsweregrantedtomesecretariatthroughthecreationoftheTtadePolicy

ReviewMechanism．

1．5．CHALLENGESFORGI・OBAL

CoopERATION ONTRADE

TheGATTprovedaverysuccess珊instrumentthroughwhichindustrialized

countriesgraduallyloweredandboundtheirtari統・Theideathatarule－based

approachissuperiortoanoutcome－OrreSults－basedtradingsystemsteadily

gainedadherentsduringheGATTyears・Whereasmanygovemmentsinthe

1960Sand1970SWereengagedineHortstomanagetrade－throughcentralplan－

ning，barter，OrCOmmOdityagreements－thisapproachprovedunsuccessfuLCom－

modityagreementswered愉culttoenfbrceandgeneraHyfailed・Centralplannlng

andcentralizedtradeprovedtobeanunsuccessfulsystemofeconomicmanage一

mentandwasabandonedfollowingthedissolutionoftheCouncilofMutual
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EconomicAssistance（CMEA）andtheUnionofSovietSocialistRepublics（USSR），

andtheopenlngOftheChineseeconomytointemationaltradeandprlVateSeCtOr

particIPation．

OvertimetheagendaofMTNsgrewtoincludevariousnontariHpolicies・Inpart

thisreHectedtheexpansioninuseofinstrumentsthatcircumⅥ賞止edGATTdiscip－

lines－LVOluntaryeやOrtreStraintagreementsbeinganimportantexample（Nogues，

01echowskiandWinters，1986）・Inthe1990S，thefocusofattentionbegantotumto

domesticregulatoryreglmeS・However，tari鴇havenotbecomeirreIevant．InOECD

COuntries，tari鴇OnagrlCulturalproductsareamultipleofthoseappliedtomanu一

息ctures，andwithinmanufacturlng，therearetarifrpeaksexceeding15PerCentOn

maIVlabour－intensiveproductsinwhichdeveloplngCOuntrieshaveacomparative

advantage・DevelopingcountriestendtohavebarriersagamStimportsofmanu－

facturesthataremuchhigherthanthoseprevailinginOECDcountries・They

alsohavehighratesofprotectiononimportsofmanyagricukuralgoods・Barriers

totradeinservicesaremoredi範C山tomeasure，buttheconsensusviewis血at

thesetendtobehigherthanthoseprevailingfortradeingoods・

Althoughasigni魚canttariffnegotiatmgagendastillexists，mtureMTNswill

revoheincreasinglyaroundnontarifEmeasures（NTMs）anddomesticpoliciesthat

aredeemedtohaveanimpactontrade・Tablel・3rePOrtSameaSureOftheoverall

leveloftraderestrictivenessimpliedbyPOlicies・TheOverallHadeRestrictiveness

Index（OTRI）isde血edandcalculatedastheunik）mtariffequivalentofobserved

POliciesonacountry，simports・Thatis，theyrepresentthetari任hatwouldbe

neededtogenerateheactualleveloftradereportedfbracountryln2006・The

OTRIcapturesallpoliciesonwhichinもrmationisreportedbytheUnitedNations

ConferenceonHadeandDevelopment（UNCTAD）（advaloremtari能，SPeCi丘c

dutiesandNTMssuchasprlCeCOntrOlmeasures，quantitativerestrictions，mOn一

〇POlisticmeasmeSandtechnicalregulationsandmandatoryproductstandards）．

AsmaIVNTMsarenotnecessarilyprotectionistinintentore晩ct，theOTRIisnot

TabIel“3・0veralItraderestrictivenessindex，2006（percent〕

TotalTrade Agricuiture Manufacturing

［igh血ome（tariff50niy）

UpperM柑dIeIncome（tariffsonlY）

LowerMiddlelncome（tariffsonIy）

LowIncome（tariffsonIy）

SouIte：WorldBankandiMF（2008）．
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necessarilyagoodmeasureofthelevelofprotectionthatagovemmentseeksto

providedomesticindustry・Howeve亘tisagoodmeasureoftheleveloftrade

堅trictionsthatareimpliedbypolicy・Whatevermeintent・珊〕lel・3alsoreportsthe

OTRIusingonlytar苗data（indudingtheadyaloremequivalentofspeci丘cduties）・

Thedatarevealmatthereisstillasigni丘canttarifEnegotiatmgagendaconをontlng

WTOmembers，eSPeCialVinagricu血re，butthatNTMsaccountfbramaJOrShare

oftheoverallleveloftraderestrictiveness．

Thishasimplicationstdrintemationalcooperation：theinterfacebetweentrade

policyandeconomicpolicymoregeneralhTde丘nedhasbecomeincreasingly

blurred・AgreelngOntheehminationorreductionofNTMsismored愉cult

thannegotiatingdownwa－rdmelevelsoftari統・Onereasonfbrmisismatitis

muchlessobviousthatspeci丘cNTMsaredetrimentaltoacountry’swelfare・For

example，attitudestowardsenvirpnmentalqualityorproductsa食中di縦racross

countries，andthismayberenectedind旋rencesinenvironmentalorproduct

standardsorintargetedsubsidyprogrammes・Economictheorysuggeststhat

undercertainconditionsinterventionwillbecalledfbr（seeAnnex2）．Negotiations

onregulatoryissues，thereft）re，maybezero－SumgameS（somecountriesmaYlose），

incontrasttotariffreductions，Whicharepositive－Sum（allcountriesgain，eVen

moughcertaingroupsineadlCOumywiHloseunlesstheyarecompensated）・

Anotherproblem，agalnincontrasttotariHs・ismatitcanbedi紀C山toagreeon

whatconstitutesaNTM．Evenifagreementisreachedonwhattypesofpoliciesare

trade－distortlng，lnCrementallYreducingtheirnegativeimpactmaynotbe氏asible・

FormanyNTMs，allthatmaybepossibleistoagreetoapI巾basicprmciplesof

transparency，nationaltreatment，andMFN，andtoseektoadoptproceduralrules・

However，PreSSureSforhamonizationofpolicieshavebeenmounting・Amough

theGATTtraditionauyshiedaway五〇mattemptstoagreeoncommonpolicies，

d旋rencesinnontradepolicies－regardingtheenvironment，labourstandardsor

antitrust－areincreaslnglyleadingtoclaimsthat血eseresumnuntaircompetition

andshouldbecountervailed・AmalOrChauengeforWTOmembersistodealwith

thesepressures・

Experience土asamplydemonstratedthatcallsforprotectionandincentivesto

renegeonliberalizationcommitmentswillinevitablyarise・TheUruguayRound

negotiationswerearesponsetothemanagedtradeandnewprotectionismthathad

proliferatedduringhelate1970Sandearly1980S・Theextensiverecoursemadeby

OECD governmentstotrade－distortingNTMs（antidumping，eXPOrtreStraint

agreements，Subsidies）wasinpartdrivenbyexogenousshocks・Theseincluded

thecollapseofmeBrettonWoodssystemof丘Ⅹedexchangerates，andsuccessive

prlCehikesfbrcrudeoilimposedbytheOPECcartel，Whichhelpedgiveriseto

stagnation（amixofrisingprices，Weakoutputgrowthandrisingunemployment）・

Matterswerecompoundedbyintemationalpoliticaldevelopmentssuchasditente

thatreducedtheprlmaCyOffbrelgnPOlicyconsiderationsinmaintainingcooper－

ationintrade．
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Asintheinter－WarPeriod，traderestrictionsfbrmedpartofaninapproprlate

policyresponsetostructuraladjustmentpressures，Whichwereaugmentedbythe

emergenceofEastAsiancountriesascompetitivesuppliersoflabour－intensive

manufactures・Thedifferencewihtheinter－WarPeriodwasthatmu皿ateral

COOperationdidnotbreakdown・AlthoughGATTruleswere丘equentlyignored

andcircumvented，mOreOflenthannotmeletteLifnotthesplrit，Oftherulesofthe

gamewashonoured・Theexplosionofgreyareameasures，eSPeCiallyvohntary

exportrestraints（VERs），COnStitutedamajorchallengetothesystem，butas

discussedatgreaterlengthinsubsequentchapters，VERsemergedinlargepart

becauseofGAIITdisciI）linesontheuseofemergencyprotection・Thelaunchand

SuCCeSS珊completionofmeUruguayRoundrevealedthatthemaJOrtrading

nationswerew皿ngtomaintainmultilateralcooperationandstrengthendiscip－

linesregardingtheuseofNTMs・Thesystemprovedrobustduringthe1997－8

血ancialcrises－→herewasnosigni丘cantincreaseinprotectionisminEastAsiaor

meOECD・Greateruseofprotectionistpolicieswasobservedinthe2008－9global

recession・butmostcountriesdidnotsigni丘cantlyraisetradeb壷riers．Thosethat

invokedtradepolicytendedtousecontlngentPrOteCtionmechanismspemitted

bytheWTO（antidumping，Safeguards）．

TheWbrldHadeOrganizationmemberscon宜Ontaverydi縦rentworldをOm

thatexistlngmtheimmediatepost－SecondWbrldWarperiod・AlmoughtheUS

COntinuestobethedominanteconomyofthewohd，itisnolongerapublic－

SPlritedhegemonw皿ngtotolerate缶eeridinganddeviations丘Ommultilateral

rulesbytradingpartners丘〉rk，reignpolicyreasons・Manyofthetradedisputesand

therecoursetoNTMsthatemergedinthe1980SWereinpartare且ectionofwhat

Bhagwati（1991）hascalledthediminishedgiantsyndromeof血eUS．Sincethen，

血erelativedeclineoftheUSineconomictermshascontinued，Withtheexpansion

Of血eEUtoencompass27COuntriesasof2008，and血everyrapidgrowthof

China・TheworldeconomylSeVermOremultipolar・Insteadofonedominant

economicandpoliticalpower（theUS），therearenowatleastthreemajorplayers－

theEU・theUSandChina・Noneofthethreecanbereliedupontotakeupmetype

OfleadershiproleprovidedbytheUSattheendofmeSecondWorldWar．Atthe

Sametime，血eWTOasaninternationalorganizationcannottakethelead－itisa

membership－driven（controHed）institution，Withasecretariatthathasnopower

tosemnitiateactionortomakedecisions・Attheendofthedaywhatmattersisthe

COntinuedwiHingnessofWTOmemberstoabidebythenegotiatedrulesofthe

game，andtousethemu血ateralinstitutionasamechanismtoliberalizetrade

血rtherandpursuecooperationinareasthatglVerisetodisputesandfhction．This

requiresmeretobeclear－Cutgainsk）rallmembers－SOmethingthatisbecomlng

moredi鯖culttoachieveastalkscon宜ontthomyissuesofdomesticregulation・

However，muChstillneedstobedoneonthe‘traditionaPagenda－thepotential

galnSをom鉦therliberalizationoftradeingoodsandservicesarestillverylarge，

fbrbo血OECDcountriesandfbrdeveloplngeCOnOmies．
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1．6．FuRTHER READING

RonaldFindlayandKevinO’Rourke，PowerandPle均′：丑ade，l偽randfhel伯ru

EconorTyintheSecondMillennium（Princeton：PrincetonUniversityPress，2007）is

afascinatlng，highlyin氏）mativeaccountofglobaltradeanditsdeterminantsfbr

mostofrecordedhistory．Again5ttheI読e：AnInteuectualHiStOlyQfFree舟ade

（Princeton：PrincetonUniversityPress，1996），byDouglasIrwin，isamasterfultour

dek）rCethatisrequiredreadingforanyonewithaninterestin血ecasethathas

beenmadefbrandagalnSt丘eetrade・DavidMansheld，Powel；TIadeandl偽γ

（Princeton：PrincetonUniversityPress，1994）isacare細empiricalana中sisofthe

relationshipbetweenanopenintemationalsystem，bilateraltradeHowsandthe

probabmtyofwar・

ForanappraisalandhistoryofnegotiationsofmeHavanaCharterandme

GeneralAgreementonTari能and丑ade，SeeW皿amBrown，TheUmitedStatesand

theReStOrafionqfWbrld丑ade（Vlねshington，DC：TheBrookingsInstitution，1950）；

andWimamDiebold，TheBndケfheITO（Princeton：PrincetonUniversityPress，

1952，）．RichardGardner，Sferling－DollarDを）lomaヮ′：meOγゆnSandthePro＊）eCtSqf

OurInternationalBconomicOrder（NewYork：McGraw－Hill，1969，2，ndedn）isan

excellentdiscussionofmemotivationsandprocessesunderlyingtheconstruction

ofthepost－Warinternationaleconomicinsti請ions，includingtheGATT・Anearly

studyoftheGATTsystemthatcontinuestobewellworthreadingisGerard

Curzon’sMidtilaでeml丑adeD互）lomaゥ′（London‥MichaelJoseph，1965）・

Thereisalargeliteratureonthepoliticaleconomyoftradepolicydecisionsand

institutionaldesignissues・I・M・Destler，AmericanTtZLdePolitics（Whshington，DC‥

InstitutefbrInternationalEconomics，2005），nOWinitsfburtheditionisaclassic

andregularlyupdatedbookonmepoliticsofUStradepolicy・AryeHillman言rhe

PoliticalEconomyqfprotectioniSm（NewYbrk：Harwood，1989）surveystheeco－

nomicliterature．

RobertKeohane，くReciprocityinIntemationalRelations hmernafiom107gan－

i2ation，40（1986）：1－27，discussesmenotionofreciprocity五〇mapoliticalscience

andintemationalrelationsperspective．LAlanWinters，‘ReciprocitytinM・Finger

andA．Olechowski（eds），TheUrugua）′Round：AHandbook（Washington，DC：The

WorldBank，1987）doessofromtheperspectiveofaneconomist・S・H・Bailey，‘The

PoliticalAspectofDiscriminationinIntemationalEconomicRelationsiBconom－

ica，12（1932）：96－115，isanoften－Citedcontemporaryassessmentofmecostsof

discriminationintrade．

Thoseinterestedinthetheoretical宜ameworkunderpinnlngmetems－Of－trade

viewoftherationalefortheWTOcandonobetterthanconsultKyleBagwelland

RobertStaiger，TheEconomicsqfthel伯rld舟adingSj′Stem（Boston：MITPress，

2002）．ForatheoreticalanalysisoftheWTOthatcombines血eterms－Of－trade

rationalewithapoliticalcommitmentmotivationonthepartofgovemments，See
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Andres Rodriguez－Clare，APoliticalEconomyTheoryofHadeAgreements：

AmericanBconomicReyiewt97（4）（2007）：1374－406．Thevariousmeoriesthat

havebeendevelopedtoexplaintheroleoftheWTObyeconomists，POlitical

SCientistsandlegalscholarsaresurveyedandsummarizedinWTO，脇rldTlade

RやOrt2007（Geneva：WTO，2007）．

Aclearandaccessibleintroductiontothelegalandinstitutionalaspectsofthe

WOhdtradingsystemispresentedinrohnH・Jackson，me脇rld舟adingみ短em：

Lawandl：bliq／inInternationalRelafions（Cambridge：MITPress，1997）．John

Croome，ReSh呼ingtheWbrldHadingりStem（Leiden：KLuwer，1999）isadetailed

negotiating historyoftheUruguayRound，Writtenbya GAITinsider．The

prevalenceofNTBsatthebeginnmgofthe1980Sisdocumentedandqua虹i丘ed

inrulioNogues，AndrejOlechowskiandLLuanWinters，‘TheExtentofNontar描

BarrierstoIndustrialCountriesExports∵WbrldBankBconomicReVie明1（1986）：

181－99・PatrickLow，HadingFree∴meGATTandUSHadePo均′（NewYcげk：

TWentiehCenturyFund，1993）discussesheevolutionofUStradepolicythinking

inthe1980S，meuseofcontlngentPrOteCtionandUSattitudestowards血eGArT

GilbertWinham言GAIITandheInternationalHadeRegime∴Zhterna加nal

Journaれ5（1990）：786－822，isaleadingpoliticalscientist’sviewofmeGATTand

itsroleinintemationalrelations・抽ederRoessler，‘TheScope，LimitsandFunction

OftheGATTLegalSystem主物etM・rldBconom男8（1985）：287－98，discussestherole

OfGArTrulesasconstraintsongovemments．LuanDeardorfBAnEconomist，S

OverviewoftheWorldHadeOrganization圭nG．FlakeandEMyeong－HwaLowe－

Lee（eds），TheEmelgiTgWTO砂StemandPerやecfiyeSPrOmBastAsia（Washington，

DC：KoreaEconomicInstitute ofAmerica，1996）provides aninsight蘭and

accessible economist，sviewoftheWTO，emPhasizmgtheimportanceofthe

institutionasaforumfbrcommunicationandinformationexchange・

Aspecialissueofme的rldBconony（volume23，April2000）‘Developing

CountriesandmeNextRoundofWTONegotiations，reviewsmanYOftheissues

thatwereto五gureontheagendaofmeDohaDevelopmentAgenda・Bernard

Hoekman，Aa－dityaMattooandPmipEnglish（eds），Deye毎meni，舟adeandthe

WTO：AHdndbook（Ⅵshington，DC：TheWorldBank，2002）isacompHationof

ShortpapersmatdescribetheWTOandthesubjectsontheDohanegotiatlng

agenda・DonnaLeeandRordenWimnson（eds），meWTO争erHongKong：

PrOgreSSln，andPropecisFoT；theDohaDeγe毎mentAgenda（London：Routledge，

2007）providesanintemationalrelationsperspectiveontheDohanegotiations，

includingdiscussionsofcoalitionsandnegotiatingstrategies・TheUNMillennium

ProjectTaskEbrceontradereport言丑adefbrDevelopment’（NewYbrk：United

Nations Development Programme，2005）is a comprehensive analysis ofthe

issuesontheDohaagendaandtheirimportanceをomaneconomicdevelopment

PerSPeCtive．

C H A P T E R　2

THEWORLD TRADE
ORGANIZATION

THEWorldHadeOrganizationwasestablishedonlTanuary1995．TheWTObuilds

OntheorganizationalstructureoftheGATTanditssecretariat－tOaSigni丘cant

extentitk〉rmalizesandextendsthestructurethathadgraduaHYeVOIvedovera

Periodofsome50yearS・ThePuntadelEsteMinisterialDedarationlaunchingme

UruguayRounddidnotcallk）rthecreationofaWTO・InprlnCiple，itwasnot

necessarytocreateanintemationalorganizationtoimplementtheoutcomeofthe

negotiations・TheCanadiansuggestiontoestablishaMul血ateralTtadeOrganiza－

tionin1990－SubsequentlYSupPOrtedbyheEU－WaSthereforesomethingofa

SurPrlSe・lTheproposalwasmotivatedbyadesiretocreateasingleinstitutional

丘ameworkforworldtrade（Croome，1999）・Thiswouldencompassthemodi魚ed

GArTmenewagreementsonservices（GATS）andintellectualproperty（TRIPS），

aswellasallotheragreementsandarrangementsconcludedundertheauspICeSOf

meUruguayRound・TheUSinitiallyopposedtheidea，butafternegotiationson

thesubstanceof血eneworganization，agreedtothe丘ameworkthatcurrentlY

exists，includingthenamechange．2

AtPuntadelEsteithadbeenagreedmatthenegotiationsweretobea‘single

undertakinglWihtheproposaltocreateheWTO，meconceptofasmgleunder－

takingwasrede丘nedtomeanmataHGATTcontractmgPartieshadtobecomeaWTO

member・Therewasnoaltemative－→emalnmgamemberofGATT1947WOJdhave

lFor convenience言n this bookwe use the acronym EU to denote both the European

UnionandtheEuropeanCommunities・ThelatterisformallythecorrectappellationinWTO

2ThechoiceofnamewassomewhatironicglVentheattentionthatwasbeingglVentOintellectual

PrOPertyrights，aStheacronymWTOwasalreadyinusebytheWbrldTburismOrganization，a

Madrid－basedspecialagencyoftheUN．


