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I.  “The Rules-Based System” 



The Post-War Trade Regime –  
a Focus on Tariffs 

 



But Non-tariff Barriers have grown in their stead 

 

 

Technical Barriers to Trade notified to the WTO 



Negotiations have moved Beyond the Border 



…but Multilateral Agreement is More Elusive 



…and barriers continue to rise 



Increasingly, countries look to go further, faster with 
friends in the neigbourhood 



In All Regions, at all Levels of Development 

FTAs Notified to the GATT/WTO 
       (by year in force) 



The advent of Value Chains… 



…Regional and Global Supply Chains… 

Total 

$179 

Korea: $23  

(13%) 

Germany: $30  

(17%) 

Others: 

$48 (27%) 

Value of Components and Labour of an iPod  
Assembled in China 

Total 

$179 

Japan: $61 

(34%) 

Korea: $23 

(13%) 

Others: $48 

(27%) 

Germany: $30 

(17%) 

China: $7 

(3.6%) 
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…and the Digitalization of Trade Have Accelerated the 
Trend 
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It’s not just about imports and exports 
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Initial destinations 

of Asia’s exports 

Asia 

45.5% 

Elsewhere 

55.5% 

Final 

destinations of 

Asia’s exports 

Initial destinations 

and uses of Asia’s 

exports 

Asia final demand 

13.3% 

Elsewhere final demand 

26.0% 

Inputs for further production 

32.2% 

Inputs to further production 

28.5% 

More than half of 

Asia’s exports go 

directly to the rest of 

the world 

But exports within 

Asia are often inputs 

for further production 

Ultimately, almost ¾ 

of Asia exports are 

destined for non-

Asian markets 

Asia final demand 

28.9% 
Non-Asia final demand 

71.1% 



The Infamous Spaghetti Bowl… 



An ASEAN View 



    Yet, Proximity Matters  



Regionals and Mega-Regionals 



II.  Unilateral Measures 

The Return of the Tariff 



Losses to Consumers and Governments 



…and to targeted countries 



…and thus on GDP 



A Global Projection 



Supply and Demand Disruptions - Soyabeans 



Supply Diversions could be long-term 



Disruptions in Intermediate Goods Trade 



Impact on Third Countries 



III.  Current and Future Rules 



Resort to the Rules is Ongoing 

 China:  7 disputes brought 
to the WTO as 
complainant since 
November 2016 [5 since 
President Trump was 
sworn in on January 20, 
2017] 
 
USA:  11 disputes brought 
to the WTO as 
complainant since 
November 2016 [8 since 
President Trump was 
sworn in on January 20, 
2017]  
 
But the process is stalled 



 
• Over 80% of world trade is linked 

to the production networks of 
multinational firms.  
 

• Firms, investment, and 
employment will gravitate to 
facilitatory environments: 
 
• Open investment policies 
• Predictable and transparent 

regulation 
• Competitive services industry 
• Labour costs balanced to value-

added production 

 
 

A 21st Century Agenda is needed: 
Investment 

FDI Inflows, Global and by Group of Economies 
       (USD Billions) 
 

Source: UNCTAD: World Investment Report, 2013 



 
• To thrive, GVCs also require an 

enabling environment: 
 
• Trade and services 

infrastructure 
• Supportive business 

conditions 
• Sound fiscal and monetary 

polices 
• Good governance 

 
 

 

Vertical Specialization of G20 (1995 vs. 2009)  

Source:  OECD, 2013 

A 21st Century Agenda: 
Enabling Value Chains 



 
Trade and the Environment 

• Subsidization of renewables and remedies 
• Extractive industries and natural resource 

management 
• Climate pricing and taxation 

 

Digital Economy 
• Privacy protection  
• Cross border data flows  
• Digital currency 

 

State Capitalism 
• SOEs 
• Sovereign Wealth Funds 
• Subsidization and remedies 

 
Inclusion:  SMEs, Labour, Gender 

 

A 21st Century Agenda: Further Elements 



• Whether through plurilaterals, special and 
differential treatment or other mechanisms, 
commitments among the willing can be 
undertaken in a functioning WTO  -- will not be 
identical for all 

 
 
 
 

A Multi-Speed WTO? 



 

Structural Dimension 
 
• Growth does not increase by 

trade alone 
 
• Integration particularly 

important for small markets 

Growth Comparison in a Selection of Latin American Countries 

Source: IMF World Economic Outlook Database (April 2014) 
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Beyond the WTO:  Coherence in a 
Development Agenda 



Coherence in a Development Agenda (2) 

 

Structural Dimension 
 
• Good domestic economic 

governance is essential:  
 

• Enabling sectors:  finance, 
transport, communications, 
energy 

• Education  
• Open labour markets 
• physical infrastructure 

Physical Infrastructure in Asia and Pacific 
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Macro Dimension 
• Trade openness must also be 

accompanied by sound 
macroeconomic policies: 
 
• Appropriate fiscal and 

monetary policies 
• Deep and liquid financial 

markets 
 

• Cross-cutting issues require 
better coordination between 
Bretton Woods institutions: 

 
• Global imbalances 
• Currency manipulation  
• Capital controls 

Global Imbalances As a % of World GDP  

Source: IMF World Economic Outlook Database (April 2014) 

1: OCADC includes:  Bulgaria, Croatia, Czech Republic, Estonia, Greece, Hungary, 
Ireland, Latvia, Lithuania, Poland, Portugal, Romania, Slovak Republic, Slovenia, 
Spain, Turkey, and the United Kingdom 
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2: Emerging Asia includes:  Hong Kong SAR, Indonesia, 
Korea, Malaysia, Philippines, Singapore, Taiwan Province of China, 
and Thailand 

Coherence in a Development Agenda (3) 



Current Developments 

• US-EU; US-China 
 

• NAFTA 
 

• G7; G20; APEC 
 

• Middle Power conversations 
 

• IMF, WB 


