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4. Protectionism? Tariffs and Other Barriers to Trade

Taking the fully implemented Uruguay Round as a starting point, 
the OECD examined eight scenarios designed to refl ect different 
levels of tariff reduction and the uniform reduction in trade costs 
by 1% of the value of trade. All these scenarios demonstrate the 
advantages of trade liberalisation. 

The least benefi cial scenario involves a 50% cut in tariffs overall 
and the uniform reduction in trade costs, which nonetheless yields 
annual global gains of $117 billion. 

An approach which reduces high tariffs by a higher proportion, 
with a maximum after-reform tariff of 5% on any item and the 
uniform reduction in trade costs, provides an even bigger lift. This 
so-called “Swiss formula” yields global gains of $158.5 billion – 
and all regions gain from the tariff reduction. 
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 WELFARE GAINS IN TRADE LIBERALISATION SCENARIOS

Complete tariff elimination and a reduction in trade costs would bring wel-

fare gains equivalent to 1.37% of annual GDP in developing countries and 

0.37% in developed countries. More than half of the benefi t would accrue 

to developing countries if tariffs were eliminated.

Source: The Doha Development Agenda:
Welfare Gains from Further Multilateral Trade 
Liberalisation with Respect to Tariffs.
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