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Introduction and recommendations for the
G20

Richard Baldwin and Simon J. Evenett

Graduate Institute, Geneva and CEPR; University of St.
Gallen and CEPR

 

Figure 1 Collapse in world trade: sudden, severe, synchronised (change in monthly trade
flows between October and December 2008, or latest data). ComTrade data; see
chapter 9 for seasonally adjusted figures.



Why is trade collapsing?

VOX
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Japan

Cover, Disk, Screw, 

Seal, Ramp, Top 

Clamp, Latch, Plate 

Case, Label, Filter

PCBA, Suspension

Thailand

Spindle Motor, Base, 

Carriage, Flex Cable, 

Pivot, Seal, VCM, 

Top Cover, PCBA, 

HGA, HAS

Malaysia

Base, Pivot, Spacer, 

VCM, Base Card, Top 

Clamp, Disk

Singapore

Cover, Screw, 

Pivot, PC ADP, 

disc

China

PCBA, Carriage

HGA, Base, Head

Suspension

Philippines

Damping Plate, 

Coil Support, 

PCBA

Taiwan

Top 

Clamp

USA

Disk, Head, 

Suspension

Hong 

Kong

Filter 

Cap

Indonesia 

Suspension, VCM, 

PCBA

Mexic

o

Head

Figure 2 A supply chain example. (This shows the nations where parts are sourced for a hard-
disk drive assembled in Thailand.) 

Source: Baldwin (2008) based on data adapted from Hiratsuka (2005).



What is murky protectionism?
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What should leaders at the G20 summit do?
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Conclusion: Push trade further up the London Summit agenda
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1. Protectionism and the global economic 
crisis – the role of trade in the response

Simon Crean

Australia's Minister for Trade

1 The Bank has noted that global trade is forecast to shrink in 2009 for the first time since 1982. See
http://www.worldbank.org/html/extdr/financialcrisis/. 
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2 Antoine Bouet and David Laborde, "The Potential Cost of a Failed Doha Round", IFPRI Issue Brief 56,
December 2008.



Protectionism could derail recovery efforts

Multilateral trading system: A victim of indifference
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2. The multilateral trading system: a response
to its challengers3

Ernesto Zedillo

Yale University, former President of Mexico

3 Based on the TAIT Lecture delivered at the The Graduate Institute, Geneva on 24 February, 2009



Was Doha doomed to failure from the start?
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Mattoo and Subramanian are wrong 
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4 As suggested in Mattoo, Aaditya and Subramanian, Arvind, "From Doha to the Next Bretton Woods: A
New Multilateral Trade Agenda," Foreign Affairs, January/February 2009.



The spectre of a protectionist avalanche

Avoid protectionism by threatening WTO-legal retaliation
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Tough love, not sweet words: The aggressive deterrence approach

The safeguard proposal is counterproductive
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5 Baldwin, Richard, and Evenett, Simon J., "Restoring the G20s credibility on trade: Plan B and the
WTO trade talks," VoxEU.org, December 13, 2008.



Don't put Doha on hold: National leaders agree the deal themselves

Defend the multilateral trading system. It's one of humanity's
greatest assets

About the author

VOX
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6 As my admired mentor Jagdish Bhagwati suggested in his January 8, 2009 Op-ed in the Financial
Times print edition.  



21

Having history as guide
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for Latin America and the Caribbean and
what can the region do about it? 

Luis Alberto Moreno

President of the Inter-American Development Bank
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A multidimensional challenge calls for a multidimensional strategy 
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4. Jobs, global trade and the perils of 
protectionism: the imperative of restoring
confidence

Victor K. Fung 

Chairman of the International Chamber of Commerce and
Chairman of the Li & Fung Group, Hong Kong



The crisis of confidence
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5. What can the G20 do on trade that can 
benefit Africa?

African Development Bank Secretariat

 

  

0 

2 

4 

6 

8 

10 

12 

14 

16 

18 

2006 2007 2008 2009 

World Africa  North Africa  Sub-Saharan Africa(excluding Nigeria and South Africa 

Figure 1 Volume of exports, growth rate (%)

Source: African Development Bank estimates; United Nations World Economic Situation and Prospects,
2009

7 International Monetary Fund, World Economic Outlook Update, January 2009.
8 National Treasury of South Africa, Budget Review, February 2009.



What should Africa expect from the G20?  

Onus on African countries

VOX
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9 Estimates by the United Nations Conference on Trade and Development.
10 African Development Bank, Trade, Investment and Domestic Resource Mobilisation", Background

Paper presented at the C10 meeting in South Africa, January 2009.
11 World Tourism Organisation, January 2009.



G20 trade initiatives that will benefit Africa
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12 N. Joubert, N., (2005) "The reform of South Africa's anti-dumping regime," in Managing the challenges
of WTO participation (Low, P. and A. Stoler,  Eds), UK: Cambridge University Press. 

Table 1 Levels of Support and Protection since the Global Financial Crisis

Country Type of Protection

European Union (i) Re-introducing export subsidies for butter, cheese and whole 
and skim milk powder from January 2009

(ii) Support the auto industry - France, Germany
Russia Introduced measures to support domestic car manufacturers including 

state subsidies, and in January raised import duties on cars and trucks  

Canada Aid package of short-term loans to the auto industry

Australia Planning to set up a A$2 billion fund to provide liquidity to car 
dealer financiers

India Increased tariffs on some steel products in November 2008

Republic of Korea Tariffs on imports of crude oil will increase from 1 per cent 
to 3 percent in March 2009

Indonesia Restricted the entry points for imports, such as electronics, 
garments, toys, footwear, and food and beverages to only five ports 
and certain international airports since December 2008

Argentina Imposed non-automatic licensing requirements on products 
considered as sensitive, such as auto parts, textiles, TVs, toys, shoes, 
and leather goods

Mercosur Members have proposed to raise their common external 
tariff by 5 per cent on average, on a number of specific items, 
including wine, peaches, dairy products, textiles, leather goods and 
wood furniture. Waiting for ratification

Source: World Trade Organisation, JOB(09)/2, January 2009



Aid for Trade Initiative
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13 Global Monitoring Report, 2006.



The role of the African Development Bank programs

Conclusion
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6. East Asia must share Obama’s leadership to
keep trade open

Hadi Soesastro

Centre for Strategic and International Studies, Jakarta
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7. Protectionism and the crisis

Anne Krueger

Johns Hopkins University, former Deputy Managing
Director, IMF
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Protectionism

39

8. The Lithium President: fight protectionism
with more passion

Jagdish Bhagwati

Columbia University
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WTO-consistent protection can elicit WTO-consistent retaliation

China exchange rate bashing

Obama's leadership needed now



About the author
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PART II 
IN-DEPTH ANALYSES AND PROPOSALS
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9. The collapse of global trade: the role of 
vertical specialisation

Kei-Mu Yi

Philadelphia Federal Reserve Bank
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Figure 1: Collapse in Trade
Change in Merchandise Exports (seasonally adjusted at annual rat es)

Percent

 

14 The decline in real US exports in 2008Q4 is almost three standard deviations from the mean real
export growth rate since 1973Q1.

15 Owing to the sharp decline in oil prices in the second half of 2008, the decline in trade values over-
states the decline in trade volumes. Evidence from several countries suggests that the decline in vol-
umes is about one-half of the decline in values. 

Figure 1 Collapse in trade

Source: US; BEA; Germany: Statistiches Bundesamt Deutschland; China: Goldman Sachs; South Korea:
Goldman Sachs 
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A real transmission mechanism: Vertical specialisation

VOX
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16 The transmission mechanism continues, as the decline US exports represents a further drop in US out-
put, leading to a further drop in US incomes and spending. However, each "round" is smaller than the
previous round. 



Supporting evidence
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17 Another reason for the large role of manufacturing is that many manufacturing goods tend to be
durable. Durability adds to volatility. See Engel and Wang (2008). 



Two final notes
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Several countries have adopted new protectionist measures 
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10. Trade protection: incipient but worrisome
trends

Elisa Gamberoni and Richard Newfarmer

Graduate Institute, Geneva; World Bank



Antidumping cases are on the rise
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Trends in agriculture, finance and labour movement warrant
monitoring

Buy America generates a storm
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…but trade integration and stronger rules have thus far muted
protectionism 

Forceful leadership can help 
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Using the best available data

Leading initiators 

55

11. Protectionism is on the rise: antidumping
investigations

Chad P. Bown

Brandeis University

18 Here "developed" is not the WTO definition but is rather based on the World Bank's income classifica-
tion. Specifically, it includes Australia, Canada, the EU, Hong Kong, Israel, Japan, Kuwait, New
Zealand, Saudi Arabia, Korea, Switzerland, United Arab Emirates, and the US.



Leading targets

Iron and steel most common products

Data on antidumping measures actually applied
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Sources
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African trade and the crisis

12. Commodities, export subsidies, and
African trade during the slump

Tonia Kandiero, Abdul Kamara and Léonce Ndikumana 

African Development Bank



Falling commodities prices

Fear of return to export subsidies
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Table 1: Commodity prices

Source: Bloomberg and Statistics Department African Development Bank, January 2009



Procyclicality and declining trade volumes

Infrastructure and African trade
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Recommendations
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Prevention not retribution

G20 surveillance by internet: The Protection Surveillance Website

65

13. G20 surveillance of harmful trade 
measures

Peter Gallagher and Andrew L. Stoler

Institute for International Trade; University of Adelaide



What triggers a notification?

VOX
Research-based policy analysis and commentary from leading economists
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For maximum effect link surveillance to a meaningful G20 standstill
commitment

This mechanism needs to be in place now

About the authors
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14. Disavowing protectionism: A strengthened
G20 standstill and surveillance

Biswajit Dhar, Simon J. Evenett, Guoqiang Long, Andre
Meloni Nassar, Stefan Tangermann and Alberto Trejos
See end of paper for affiliations
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19 For the purposes of this Protocol commitments to state measures are in relation to final or interim
laws, administrative measures, rules and notices, or any other form of stipulation or guideline. Any
state measure controlled by the central government and associated state organs that potentially affects
any foreign commercial interest, taken to include interests associated with trade in goods, trade in
services, the operations of foreign commercial entities in a Party, and the commercial activities of for-
eign workers in a Party falls within the purview of this Protocol, irrespective of whether those meas-
ures are implemented for ordinary commerce within a customs territory or within a special economic
zone, free trade zone, border area, or other such area.
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What is the situation now?

75

15. Restoring trade finance: what the G20 
can do

Marc Auboin

WTO Secretariat



Survey measures of the decline in trade credit

Mismatch between supply and demand  
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20 These arguments are not necessarily new (see WTO 2003, page 6) but at present they may well apply
with even greater force.



Measures proposed by the private sector
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The efforts by public players to boost the supply of trade finance
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Despite these steps, trade finance has not been restored. 

A realistic programme for the G20 and others
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The systemic purpose of the initial bailouts
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16. Bailouts: how to discourage a subsidies
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Simon J. Evenett and Frédéric Jenny
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The harm done by subsidies at home and abroad

VOX
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21 See "EU and France ease protectionism row on summit eve," Agence France Press, 28 February 2009. 
22 For example, the UK government is reported to have asked beneficiaries of its Asset Protection

Scheme for banks to "pledge" to lend more to UK mortgage holders and small and medium-sized busi-
nesses. See "The biggest insurance policy in history," The Independent, 25 February 2009. Similarly,
the Australian government is said to be creating a A$4 billion fund to assist investors in commercial
property that cannot refinance foreign debts when they come due; see "Homeward Bound," The
Economist, 7 February 2009.



Worse, many recent bailouts discriminate against foreign firms

Bailouts get noticed – and trigger copycat actions abroad
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23 See "Homeward Bound," The Economist 7 February 2009. That edition reported that in the fourth
quarter of 2008 data from the Bank of England revealed that UK banks had "sharply cut lending to for-
eign customers" (page 69).

24 "Hypocrisy hangs over EU's growing clamour about protectionism." The Guardian. 4 February 2009.
25 Another example comes from the agricultural sector. Following a decision by the European

Commission to reintroduce export subsidies a government minister in Australia indicated that addi-
tional aid for dairy farmers might be included in that country's stimulus package. See " Australia Mulls
Aid For Dairy Farmers - Minister". Dow Jones International Newswire. 5 February 2009.



What can the G20 do to avoid a subsidy war?
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26 "Suspicion and self-interest behind the continental rift" The Times. 2 March 2009.
27 "Sarkozy hints at doubts over renewal of Barroso's mandate" Irish Times. 3 March 2009.
28 The fact that the European Commission has relaxed its rules on state aids for the duration of this crisis

is perhaps the strongest indication of the limits of formal, binding rules in curbing the spread of
bailouts and subsidies when political leaders face the pressures that they do today.
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Demonstrate responsible fiscal stewardship

Derailing the "Buy American" express train:  a cautionary tale
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Protectionism is bad for procurement
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Economic crisis and stimulus as a good governance opportunity 
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Employing proven tools to achieve good procurement results



Invest in people to obtain value for money  

Recommendations
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Concerning the environment, 2009 was supposed to be a year of
great promise
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Less than global solutions and carbon border taxes

The crisis and green protectionism
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Environmental provisions in national stimulus packages
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TBT and SPS 
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