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Current economic situation

ω GDPgrowth is resuming,though both firms and householdsremain
cautious; continuedlow inflation

ω Globaltrade is beginningto grow again,but is still well below earlier
levels; trade in serviceshasshownmost resilience

ω High levels of governmentdebt and rising unemploymentwarrant
increasingattention

CǊƻƳ ΨǿŜŀƪ ŀƴŘ ŦǊŀƎƛƭŜΩ ǘƻ ŀ ΨǘƛƳƛŘΩ 
ǊŜŎƻǾŜǊȅΧ
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Policy responses to the economic crisis

Direct trade instruments

ω Governmentshave been relatively restrained in the introduction of
traderestrictingmeasures

ω Measuresare concentratedin sectorsalreadysubjectto highbarriers
(textiles,steel,agriculture)

ω There is an increasein non-tariff measuresand in resort to trade
remedies(anti-dumpingandcountervail)

ω Targetedcountriesfollow pastpatterns

ω Therearealsotrade openingmeasureswith developingandemerging
economiesmoreactive
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Policy responses to the economic crisis

Fiscal stimulus measures

ω Supportto financialservicesdominatesΧ

ω Χbut support to other sectors(automobilesand appliances)and for
consumptionmeasuresisalsosignificant

ω Discrimination against foreign firms or workers is only rarely
observedΧ

ω Χwith the important exceptionof governmentprocurement

ω Potentialimpactson trade are high becauseof the very largescaleof
somestimuluspackages,their impact on competition, and the risk of
retaliation
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What are the apparent impacts?

ω Measuresthat restrict or distort trade or increasetrade costs are
negativefor trade,by definition

ω Relativelysmallshareof globaltradeaffectedthusfar (1%)

ω To date, efforts to ensure trade finance remains availableappear
largelysuccessful

ω Measuresthat explicitlydiscriminateagainstforeignfirms or workers
arealsounambiguouslynegativefor trade

ω Assessmentof measures responding to άǎȅǎǘŜƳƛŎέor άƳŀǊƪŜǘέ
failureswill dependon the mannerandspeedof exit
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What are the apparent impacts?

ω Theactualimpact is an empiricalquestionand dependson economy
size,structure,specificdesignfeatures. GenerallyΧ

- demand side stimulus and generic measures (such as
consumption or labour market supports) perform better than
supplysidemeasures

- sector specificsupport can shore up output & employment in
the short term, but can also distort competition, delay needed
adjustment,andhaveananti-tradebias(timelyexit iskey)

- ΨōǳȅŘƻƳŜǎǘƛŎΩprovisions in government programmesaffect
tradenegatively,andcandilute the intendeddomesticimpact
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What should governments do next?

ω Removetrade-restrictingpolicies

ω Removediscriminatoryprovisionsof currentstimulusmeasures

ω ConcludeWTOnegotiations(avoidback-sliding& reduceuncertainty)

ω Monitor trade financesupportwith a viewto timely exit

ω Designexit strategiesandbereadyto implementthem

- sectorspecificsupportshouldendassoonaspossible

- continued monitoring of the financial sector is required, and
supportshouldendassoonasconditionsnormalise

- internationalcoordinationremainsessential
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The OECD Insights Series

ω The Insights Series covers reader-friendly books that use OECD analysis to 
ƛƴǘǊƻŘǳŎŜ ǎƻƳŜ ƻŦ ǘƻŘŀȅΩǎ Ƴƻǎǘ ǇǊŜǎǎƛƴƎ ŜŎƻƴƻƳƛŎ ŀƴŘ ǎƻŎƛŀƭ ƛǎǎǳŜǎ 

International Trade: Free, Fair and Open? presents 
trade issues objectively, showing the benefits of 
openness but also the costs. It covers:

ÁThe history of international trade

ÁInstitutions and mechanisms governing 
international trade

ÁSometimes controversial topics, including the 
relationship between trade and employment, 
ŜƴǾƛǊƻƴƳŜƴǘΣ ŘŜǾŜƭƻǇƳŜƴǘ ŀƴŘ ƎǊƻǿǘƘΧ
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International Trade: Free, Fair and Open?

Key messages

ω Trade and market openness are essential to sustained growth and 
prosperity

ω A rules-bases multilateral trading system is the best option for fairer 
trade and global economic development

ω Trade is a necessary but not sufficient condition for growth  

- accompanying policies must also be in place, both to enable 
opportunities to be realised and to assist those negatively affected 
by liberalisation
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Trade and employment

ω As trade openness increased in OECD countries, total employment  
ŀƭǎƻ ƛƴŎǊŜŀǎŜŘ ŀƴŘ ǘƘŜ ƻǾŜǊŀƭƭ ǊŀǘŜ ƻŦ ǳƴŜƳǇƭƻȅƳŜƴǘ ŘŜŎƭƛƴŜŘΧ

ω ΧǊŜŀƭ ǿŀƎŜǎ ƎǊŜǿΣ ŀƴŘ ǘƘŜǊŜ ǿŀǎ ƴƻ ƛƴŎǊŜŀǎŜ ƛƴ Ƨƻō ƛƴǎǘŀōƛƭƛǘȅ όǳǇ 
until the current economic crisis)

ω But some groups are more vulnerable than others - particularly low-
skill and often low wage workers

ω For workers negatively affected by globalisation (particularly 
increased openness and technological change) labour market, 
adjustment and direct assistance policies are essential

ω Inequality is not caused by increased trade openness, and will not be 
solved by trade policy; wider social, labour and development policies 
are required
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Is trade good or bad for the environment?

ω aŀƴȅ ƘǳƳŀƴ ŀŎǘƛǾƛǘƛŜǎΣ ƛƴŎƭǳŘƛƴƎ ǘǊŀŘŜΣ ŘŀƳŀƎŜ ǘƘŜ ŜƴǾƛǊƻƴƳŜƴǘΧ ǘƘŜ ǊŜŀƭ 
question is whether a more liberal trading regime will make the situation 
worse or better

ω hǇŜƴ ƳŀǊƪŜǘǎ ŀƭƭƻǿ ƎƻƻŘǎ ǘƻ ōŜ ǇǊƻŘǳŎŜŘ ǿƘŜǊŜ Ƴƻǎǘ ŀǇǇǊƻǇǊƛŀǘŜ ǘƻ Řƻ ǎƻΧ

Χ ŀƴŘ ƛƴŎǊŜŀǎŜ ŀŎŎŜǎǎ ǘƻ ŜƴǾƛǊƻƴƳŜƴǘŀƭƭȅ ŦǊƛŜƴŘƭȅ ǘŜŎƘƴƻƭƻƎƛŜǎ ŀƴŘ ǇǊƻŎŜǎǎŜǎ

ω To the extent that trade supports growth, it also increases the capacity to 
ƳŀƴŀƎŜ ǘƘŜ ŜƴǾƛǊƻƴƳŜƴǘ ƳƻǊŜ ŜŦŦŜŎǘƛǾŜƭȅΧ

Χ ŀƴŘ Ŏŀƴ ǇǊƻǾƛŘŜ ƛƴŎŜƴǘƛǾŜǎ ŦƻǊ ŜŀǊƭȅ ŀŘƻǇǘƛƻƴ ƻŦ ŜŦŦŜŎǘƛǾŜ ǊŜƎǳƭŀǘƛƻƴǎ

ω There is very little evidence of a significant race to the bottom ςand little that 
countries can gain from becoming pollution havens

ω DǊŜŜƴƘƻǳǎŜ ƎŀǎŜǎ ŀǊŜ ŀ ƎƭŀǊƛƴƎ ŜȄŎŜǇǘƛƻƴΧ
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Trade and development

ω Trade has always been one of the ingredients explaining progress 
where it has taken place ςYƻǊŜŀΣ LǊŜƭŀƴŘΣ LƴŘƛŀΣ /ƘƛƴŀΣ .ǊŀȊƛƭΧ

ω If all tariffs were removed, 60 percent of the gains would accrue to 
ά{ƻǳǘƘέ ŎƻǳƴǘǊƛŜǎ ŀƴŘ ƘŀƭŦ ƻŦ ǘƘŀǘ ǿƻǳƭŘ ōŜ ŦǊƻƳ ά{ƻǳǘƘ-{ƻǳǘƘέ 
liberalisation

ω .ǳǘ ǘǊŀŘŜ ǇƻƭƛŎȅ ŀƭƻƴŜ ƛǎ ƴƻǘ ǘƘŜ ŀƴǎǿŜǊΧ

ω Investments in human capital, physical infrastructure, access to 
capital, social safety nets and so on are all needed to ensure 
widespread growth and overall poverty reduction.
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Trade and growth

ω Basic consensus that trade, income and productivity are positively 
and strongly correlated

ω Knowledge is the main source of growth and it is passed on by trade

ω Trade allows the most productive firms to expand and encourages 
specialisation and deeper division of labour

ω Improves access to investment

ω Competition from imports generates increased productivity even in 
mature sectors 

ω Consumers have access to a wider range of goods at lower prices
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Why open markets matter

ω A 10% increase in trade openness translates over time into a 4% 
increase in per capita income

ω Trade allows competitive suppliers to supply willing consumers with 
what they supply best

ω Trade improves the availability of products, services, technology, and 
know-ƘƻǿΧ

ω ΧŀƴŘ ƛǘ ƛƴŎǊŜŀǎŜǎ ŎƘƻƛŎŜǎ ŀǘ ƭƻǿŜǊ Ŏƻǎǘǎ

ω Trade liberalisation is not de-regulation ςa rules based multilateral 
trading system is the best option for more free, fair and open global 
trade.
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Χ ŀƴŘ ǇǊƻǘŜŎǘƛƻƴƛǎƳ ƛǎ ƴƻǘ ǘƘŜ ŀƴǎǿŜǊ

ω! ǘŀȄ ƻƴ ƛƳǇƻǊǘǎ ƛǎ ŀ ǘŀȄ ƻƴ ŀƭƭ ŎƻƴǎǳƳŜǊǎΧ

ω..and a tax on all businesses, whether they export or not

ωProtection can not meet its own stated objectives ςit 
Ŏŀƴƴƻǘ ΨǇǊƻǘŜŎǘΩ ŀƴȅƻƴŜΣ ǘƘƻǳƎƘ ƛǘ Ŏŀƴ ƛǎƻƭŀǘŜ ǘƘŜƳ ŦǊƻƳ 
the things they need as well as the things they may fear

ωRetaliation by trading partners will rapidly cancel out any 
short term benefits 


