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Eurrent economic situation

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

w Globaltrade is beginningto grow again,but is still well below earlier
levels trade in serviceshasshownmostresilience

w Highlevels of governmentdebt and rising unemploymentwarrant
Increasingattention
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BRROIIEY responses to the economic crisis

Direct trade instruments

w Governmentshave been relatively restrainedin the introduction of
trade restrictingmeasures

w Measuresare concentratedin sectorsalreadysubjectto high barriers
(textiles,steel,agriculture)

w Thereis an increasein non-tariff measuresand in resort to trade
remedies(anti-dumpingand countervail)

w Targetedcountriesfollow pastpatterns

w Therearealsotrade openingmeasureswith developingand emerging
economiegnore active
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BRROIIEY responses to the economic crisis

Fiscal stimulus measures
w Supportto financialservicesdominates<

w Xbut supportto other sectors(automobilesand appliances)and for
consumptionmeasuress alsosignificant

w Discrimination against foreign firms or workers is only rarely
observeX

w Xwith the important exceptionof governmentprocurement
w Potentialimpactson trade are high becauseof the very large scaleof

some stimulus packagestheir impact on competition, and the risk of
retaliation
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VWhat are the apparent impacts?

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

Relativelysmallshareof globaltrade affectedthusfar (1%

To date, efforts to ensure trade finance remains available appear
largelysuccessful

Measureghat explicitlydiscriminateagainstforeignfirms or workers
arealsounambiguoushnegativefor trade

Assessmentof measuresrespondingto & & & & 0 & YOAYOENJ, S i
failureswill dependon the mannerand speedof exit
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VWhat are the apparent impacts?

w Theactualimpactis an empiricalquestionand dependson economy
size,structure,specificdesignfeatures Generallyx

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

- sector specificsupport can shore up output & employmentin
the short term, but can also distort competition, delay needed
adjustment,andhavean anti-trade bias(timely exitis key)

- Yo dz@ Y S apio%isdas in government programmes affect
trade negatively and candilute the intendeddomesticimpact
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Wihat should governments do next?

Removetrade-restrictingpolicies
Removeadiscriminatoryprovisionsof currentstimulusmeasures
ConcludéNTOnegotiations(avoidbacksliding& reduceuncertainty)
Monitor trade financesupportwith aviewto timely exit
Desigrexit strategiesand be readyto implementthem

- sectorspecificsupportshouldendassoonaspossible

- continued monitoring of the financial sector is required, and
supportshouldend assoonasconditionsnormalise

- Internationalcoordinationremainsessential
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he OECD Insights Series

w Thelnsights Seriesovers readeifriendly books that use OECD analysis to X
AYUNRRdzOS &a2YS 2F G2RlI&Qa Y2aild LINKa:

International Trade: Free, Fair and Opepfesents
trade issues objectively, showing the benefits of EXINESRICIE  iRTrRH hExHaRE
openness but also the costs. It covers: INTERNATIONAL
L | | TRADE
AThe history of international trade Free, Fair and Open?

Alnstitutions and mechanisms governing
international trade

ASometimes controversial topics, including the
relationship between trade and employment, X
SYBANRYYSY(lX RSQOSt 2LIYSY

I KX
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peratonal Trade: Free, Fair and Open?

Key messages

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

w Arulesbases multilateral trading system is the best option for fairer
trade and global economic development

w 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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[rade and employment

w As trade openness increased in OECD countries, total employment
Ff&a2 AYONBIFI&aSR YR GKS 2@SNIXtt N

w XNBFIf ¢ 3Sa IANBgI yR UKSNB 41 &
until the current economic crisis)

w But some groups are more vulnerable than otheparticularly low
skill and often low wage workers

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

w 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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Sk ika0le good or bad for the environment?

al yé KdzYly | OQUAGAGASEAT Ay Of dzZRAY 3
guestion is whether a more liberal trading regime will make the situation
worse or better

hLISY YIFINJSGa Fftft2¢g IF22Ra 02 06S LN
X YR AYONBFaAS I 0O0Saa (2 SYOANRYY
To the extent that trade supports growth, it also increases the caAtpacityAtov
YFYyF3IS GKS SYOGANRYYSYU Y2NBE STFFSO
X YR OFlYy LINRYARS AYyOSYUuA@dSa F2NJ
There is very little evidence of a significant race to the bottoamd little that
countries can gain from becoming pollution havens

DNBSyK2dzaS 3IFrasa FFNB | 3JflNAy3I SE
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frade and development

w Trade has always been one of the ingredients explaining progress
where it has taken placeY 2 NI = LNBflFyYyRX LYRAL

w If all tariffs were removed, 60 percent of the gains would accrue to
G{2dz0 K¢ O2dzy UNASa | YR KHERHz2KE (K
liberalisation

w .dzi GNI} RS LRtAOe [ft2yS Aa yz2i O

w 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

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

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

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

Improves access to Investment

Competition from imports generates increased productivity even in
mature sectors

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

A 10% increase In trade openness translates over time into a 4%
Increase Iin per capita income

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

Trade improves the availability of products, services, technology, and
know-K 2 g X

XFYR A0 AYONBlFasa OK2A0Sa Fa f2¢

Trade liberalisation is not deegulationg a rules based multilateral
trading system is the best option for more free, fair and open global
trade.
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X YR LINRUOUSOUGAZYAAY

w! GFE 2y AYLR2NIAa Aa I {FE 3

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

w Protection can not meet its own stated objectives
OFyy2id WLINRISOUQ lyez2ySs Ot

the things they need as well as the things they may fear

w Retaliation by trading partners will rapidly cancel out any
short term benefits
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