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Executive Summary

This paper provides a snapshot of current protestialynamics making extensive use of the
GTA database. Two methods of estimating the tramleered by crisis-era protectionism are also
examined. Although the method used in recent WT@ntemay use a more appropriate level of
tariff line disaggregation for some discriminatonyeasures, overall, it is argued that GTA's
estimates provide a better estimate of the amofinglabal commerce affected by global era
protectionism.

This paper also confirms the contemporary impodan€ “murky” protectionism. The
overview of the crisis-era protectionist landscapews that in each quarter of the past 18 months
more than half of discriminatory measures are aoff$ or trade defense measures and tend to fall
under weaker or no WTO rules. The harm inflicteddnd the discrimination against the Asia-
Pacific region is rather similar to global tendesgialthough tariff-related measures are slightly
more prevalent in this region. For the jurisdictibarmed by the greatest number of foreign
discriminatory measures, China, it is shown thateast 10 percent of its exports are harmed and
more than 50 percent of which are affected by “ngudorms of protectionism, notably, local
content requirements and bailouts.

In interpreting the performance of WTO rules, thadence presented raises further
guestions. Some heart might be taken from thetfattgovernments have not chosen to raise tariffs
above bound rates. However, the widespread resatiltsidies and bail outs raises concerns that
WTO rules were circumvented (or at least, loophaled weaknesses exploited) rather than strictly
adhered to. This matter will require further attent with the proper specification of counterfadtua
in frameworks that allow for the substitution beénaliscriminatory policy instruments.

At a minimum two implications for policymaking follv. Given the cumulative damage done
to the world economy from crisis-era protectionishthe world economy continues to recover the
national policymakers should not only resist amggations for future protectionism but also start t
unwind those discriminatory measures in place. Ba#tional ministries and international
organizations, such as the WTO, could identify ti@st harmful crisis-era interventions and start
talks on how such measures can be withdrawn. Bheflijumbo” measures identified by GTA and
those affecting Chinese commerce identified herddcbe a starting point for such discussions. In
addition, the WTO and other international organareg should assist small and poor countries to
obtain, where possible, exemptions from discrimaradf their trading partners.

In the middle to longer run, governments leademukhrethink the role of the WTO in the
light of contemporary experience. If a consensusrges that current multilateral trade rules were
not strong enough to resist from protectionist t&tipns during the global economic crisis, then
policymakers may wish to initiate negotiations oewnrules on subsidies, public procurement,
export taxes and incentives, and the other measusesl frequently in recent years. Such
negotiations would go well beyond the Doha Roundchaate and it is an open question as to
whether that mandate--if unmodified--best servesrkerests of the world trading system.



1. Introduction

Policymakers and academics around the globe haue dmncerned about the threat of rising
protectionism during the recent Global FinanciaisiSrand its aftermath. The G20 Heads of State
and Government pledged to eschew protectionismariee summit meetings, at latter meetings they
pledged to fight protectionism. In the Declaratiohthe summit in Toronto in June 2010, G20
leaders praised themselves for having chosen ‘“ép kearkets open to the opportunities that trade
and investment offer.” Also, they renewed the piedip refrain from raising barriers or imposing
new barriers to investment or trade in goods amdices” (G20, 2010). On the face of it, these
statements are supported by the joint report otifi®, OECD, and UNCTAD, dated 14 June 2010,
which served as background information for the G&@s in Toronto (WTO-OECD-UNCTAD,
2010). In particular, the WTO estimated that nemport restricting measures” introduced since
November 2009 covered only 0.4 percent of totall@vonports (WTO, 2010).

In contrast to this optimistic perspective, certaade experts warned early in the crisis that
this time around, in contrast to the Great Depogssn the 1930s, protectionism is likely to be
“murky” (Baldwin and Evenett, 2009). Murky protemtism need not involve a direct violation of
WTO obligation, but represents an abuse of thdifegte discretion given to state to discriminate
against foreign goods, companies, workers and toxesExamples include clauses in stimulus
packages that confine spending to domestic produtieay local” provisions); “green” policies that
subsidize the manufacturing of environmental frlgngbods but again only for local producers
(Evenett and Whalley, 2009; Aggarwal and Evenett@0or the bailout packages for selected
domestic firms in tradeable sectors, which effadtivalter the conditions of competition and
international commerce. Interestingly, the WTO-OEGRCTAD report also admits that such
policy measures may be more significant in termtgheir potential impact on trade, investment and
competition than the traditional trade and investhrestrictions (WTO-OECD-UNCTAD, 2010).
However, the latter report makes no attempt to @mgthe magnitude of trade affected by murkier
forms of protection with the easier-to-measurdftaand trade defense instruments.

The latest results from the Global Trade Alert (G,TAn independent monitoring initiative
providing information of state measures (includifmurky” measures) that are likely to affect
foreign commerce, show little let up in the numbédiscriminatory measures being implemented
since the G20 summit in September 2009 (EveneftDR0Norldwide, governments have imposed
357 state measures that discriminate against foremmmercial interests since the Pittsburgh
summit. The total number of crisis-era discrimioatimeasures almost trebled to 554. Moreover
Evenett and Fritz (2010) used a conservative mellbgg to identify 16 (out of the 554) state
measures from the GTA database that are likelydt@sely affect both a large number of trading
partners and a sizeable amount of internationdetrahe total estimate of trade covered by these
“lJumbo” measures is at least 10 percent of thd t@ke of world imports in 2008.

One might ask why the conclusions of the WTO arel @TA are so different. Does the
omission of the “murkier” forms of state discrimiizan against foreign commercial interests in the
WTOs calculations bias downwards their estimatesthd trade affected by contemporary
protectionism? Ultimately, is the issue what forofistate discrimination legitimately fall withineh
purview of any monitoring exercise? Section 2 ptegi compares the methods used by the WTO
and the GTA for their estimates of trade coverafjerisis-era protectionism. Section 3 gives a
snapshot of the current level of protectionism dnel protectionism that is in the pipeline. In
particular, it identifies which forms of discrimitian are the most prevalent forms of crisis-era
protectionism.



The remainder of the paper focuses on the AsiaRaxdific region and assesses whether
contemporary protectionism in this region is simtla general tendencies (Section 4). In Section 5
special focus is given to China, which is found tg GTA to be the most frequently hurt
jurisdiction by other nations' protectionist mea&sur Estimates are provided of the amount of
Chinese exports affected by certain foreign creses-measures; the first time the impact on an
Asian-Pacific nation's total exports have beenwated. Section 6 concludes and discusses the
implications for policymaking.

This paper uses extensively the GTA database, whictine time of writing (July 2010)
consisted of 1052 investigations of state meastit@shad been announced or implemented since
November 2008. The publicly available dataset dmgs®nd its competitors in terms of coverage of
countries, policy instruments, and other informatsoich the identification of trading partners likel
to be harmed by a specific measure. Details alfmuitonstruction of this dataset can be found in
Evenett (2009).

2. Comparison of WTO and GTA' estimates for trade coverage of
crisis-era protectionism

It is a challenge to provide a precise estimat¢heftotal value of world trade covered by
protectionist measures implemented during the ¢l@eanomic downturn and thereafter. Still,
recent reports by the WTO and the GTA have attethpiteshed light on this matter. The WTO
report takes into consideration only those impestnicting measures implemented during previous
six months and estimates that 0.44% of world tiadsfected by protectionismThe WTO report
notes that strictly speaking this estimate mayooehigh, for the WTO uses HS 6-digit data to make
its calculations when in fact the measures areestatgat the 8-digit level (WTO, 2010, p. 16). In
contrast, researchers associated with the GTA latimated that US$1.6 trillion of world trade,
equivalent to more than 10 percent of world import2010, provides a minimum level of the trade
affected by crisis-era protectionism. The authorguestion contend their estimate is "conservative,
not least because it is based on 16 out of theirdpemented and discriminatory measures in the
GTA databasé

Why are the reported coverage ratios so differ&ntétly, the WTO estimate includes only
standard trade policy instruments, principally éakkfense measures. The most often used of these
measures are designed so that they can targaistagecific nations that export a good, but certai
exporting firms without those nations. While safaglmeasures affect imports of a good from all
foreign sources, unless the good and importer gstijpn are significant in size the magnitude of
trade affected will almost certainly pale comparedhe totals from world trade. It is therefore not
surprising that the total amount of trade affedgdtrade defense measures in a given six month
period is smafl Similar findings are already well establishedhe literature on antidumping, for

! In this section, the GTA estimate correspond$i¢ocalculations of Evenett and Fritz (2010), whe tawth members of
the GTA team.
% This is the estimate for import-restricting measuimplemented since November 2009. If measureeeket October
2008 and October 2009 are added, the comparalntea¢stof world trade affected is 1.41 percent.
% See Evenett and Fritz (2010) for more details.
* This statement is almost certainly the case igesyge of any undercounting by the WTO secretaRatential
undercounting cannot be ruled out in the measistsilin the WTO reports, not least because the \W@@etariat is in
many cases reliant on its member governments tedilyrreport in short order the measures takemagéoreign
commercial interests. Overcounting is unlikelytie WTO reports because the same member governmeuts
quickly point out any errors made. The bias iseporting less protectionism than has actually aecjra point readers
should bear in mind when interpreting the presesiants and speeches that accompany the publicHtiMTO
reports.
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examplé. Short of an explosion of trade defense measuegggkintroduced, computing the total
amount of trade affected by such interventionsamamount to trawling for minnows. To continue
the metaphor, the real question is whether thex@y bigger fish in the (protectionist) sea?

If the scope of regional trade negotiations and Dioba Round are any guide, and if the
specifics of bilateral trade disputes since the0s9&ffers any clues, for best part of three decades
trade diplomats, trade ministers, and trade armllgalve recognized that states can discriminate
against foreign commercial interests in many walise chapters of any recent regional trade
agreement signed by the United States, or for rigtter any industrialized country, indicate that
discrimination is possible far beyond the applwatof tariffs and trade measures. So as to provide
as complete a picture of the contemporary realdafgzotectionism, the GTA is prepared to include
any s(;[ate measure that alters the treatment ofgforeommercial interests relative to domestic
rivals.

Rather than restricting the analysis to traditianatruments, GTA used objective criteria to
identify so-called “jumbo discriminatory measurewhich are likely to affect a large number of
trading partners and a sizable amount of tradedrttaan US$10 billion). The 16 “jumbo” measures
that were used for the estimate include bailoutpor subsidies and competitive devaluations
among other less traditional beggar-thy-neighbdicigs. Together, these measures concern half of
the estimated US$ 1.6 trillion. The other half @rhed by more traditional policies, in particular
export restrictions and tariff measures.

A second aspect that may contribute to the differesults is GTA’s use of a lower level of
disaggregation to identify the affected tariff Bneompared to the WTO (HS 4-digits versus HS 6-
digits). Surely it is more precise and thereforef@mrable to look at specific products rather than
using the broad HS 4-digit categbryvhich will overestimate the trade coverage sitiey will
include some products not actually affected by asuee? It is important to remember that many of
the non-tariff measures are implemented by levElgosernment that do not identify the products
affected using the standard HS classification. Atigmpt at classification at the 8-digit level abul
(given the broad definitions of the product scopenany discriminatory policies) be arbitrary and
undercount the amount of trade affected. For trpdicy instruments where higher levels of
disaggregation are publicly reported, then goingobd the 4-digit level may yield more precise
estimates. But readers should be under no illugiah such information is available for all of the
murkier, less transparent forms of protectionism.

Even though the right choice of disaggregation enatalong with other steps in the proper
calculation of trade affectdthe biggest difference between the two sets tirhages almost surely
rests on the choice of policy instruments includédnay be the case that the historical resort to
import-reducing measures in the 1930s providestianae for considering the impact of those
measures now. However, it is difficult to see hdwattargument justifies ignoring other relevant
discriminatory policy instruments. In short, if tlreems of protectionism have evolved over time, so
should trade policy monitoring exercises and theoaiated trade coverage calculations. For sure,
measurement may not be perfect but rough ordersaghitude are probably what is needed for

® More interesting is that the use (rather tharaetieunt) of such measures may has changed durirgitiee See Bown
(2010) and Fritz and Wermelinger (2009) for details

® The use of the word "alters" is deliberate in thigt sentence. Therefore, the GTA database atsod= liberalising
measures that eliminate or narrow discriminatioaitag} foreign commercial interests.

" Some sense of perspective is needed here. Eviea 4tdigit level there are over 1200 differentetymf product.
Readers are encouraged to look over the 4-digitldSsification to see how fine grained it actuadly

8 The computational steps in Evenett and Fritz (2@lost certainly result in underestimates ofttital amount of
trade affected, for reasons given therein.
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policymaking. Still, reports should specify whaepss were taken in making calculatidnso that
others can replicate their methodolodfes

3. Snapshot of contemporary resort to protectionism

The purpose of this section is to provide an owwswbf protectionist measures that have
been announced or implemented after the firstriiated G20 summit in November 2008. The
prevalence of “behind the border” non-tariff measuthat potentially affect foreign commercial
interests--not just imports--is highlighted.

3.1 Protectionism remains an issue of concern

Given that the G20 leaders repeatedly pledged ¢bess protectionism, the opportunity is
taken here to assess what happened between theugfaits in September 2009 and June 2010.
Worldwide, governments have implemented 357 stagasures that discriminate against foreign
commercial interests, almost trebling the amounbl$erved discrimination (to 554 measures).
Measures that harm commercial interests of itanigadartners outnumber beneficial measures four
to one, although it should be remembered that eashsure may differ in scope and impact. The
G20 governments are responsible for over 60 perc#n@ll the discriminatory measures
implemented worldwide. It should also be noted @@tpercent of the trade liberalizing measures
implemented during the last eight months were thiced by G20 government.

These discriminatory measures hurt others. In fastshown in Table 1, many of the G20
members have suffered a substantial number ofdmtsheir commercial interests. For example,
China has suffered 282 hits to its commercial egeabroad (an increase of nearly 100 since the
G20 in September last year). The question arisgsgeliernments (in particular large and powerful
ones) continue to accept the damage to their comahanterests, especially when there is a lot of
variation across countries in harm inflicted.

Another puzzling factor in the limited dissensianang large nations is the recognition that
some countries inflict harm far more often thaneoth Four indicators of the harm done by a
nation’s discriminatory policies are reported anttkTtiop 10 worst offenders on each metric are
listed in Table 2. From the Asia and Pacific regi@hina, India, Indonesia, Kazakhstan and the
Russian Federation recur on the list (see SectiointHdis paper for a closer look at this regiomeT
EU27 refers to the combined impact of all the atitaken by the European Commission and the 27
member states. Together, the EU27 appear as tfewapst offenders on all four metrics, a dubious
distinction. However, most of the harm done by BEw27 grouping results from measures taken by
the EU member states and not by the European Casiamis

°To its credit, the most recent WTO report wasspamnent in this respect.
9To that end, Evenett and Fritz have made the aeledata and spreadsheets associated with thedr taverage
calculations available to those who have askethiem.
! Some of the results presented in this sub-seatierlso published in “Unequal Compliance: TR&a A report”, see
Evenett (2010).
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Table 1: Since the Pittsburgh G-20 summit many counes have seen their commercial
interests under attack

Number of discriminatory measures

imposed on target

Top 10 targets

Increase from

Number of pending mesures, which if
implemented, would harm target

Increase from

Toronto G20 . Toronto G20 .
— prewogs G- — preV|ou.s G20
meeting meeting
China 282 183 125 48
EU27 266 na 80 na
United States 213 127 46 27
Germany 204 20 56 26
France 188 110 46 22
United Kingdom 181 109 44 24
Italy 175 105 50 27
Belgium 70 92 42 21
Japan 168 90 a7 24
Netherlands 163 92 42 24

Notes:This table is also published in “Unequal Compliaritee 8" GTA report” edited by Evenett (2010).

Table 2: Some jurisdictions inflict more harm thanothers

Metric, country is specified rank, number

Ranked by number of

Ranked by the
number of tariff lines

Ranked by the
number of sectors

Ranked by the
number of trading

Rank (almost certainly) (Bl CETEs ol 2s) affected by (almost  partners affected by
. affected by (almost . :
discriminatory cainl certainly) (almost certainly)
measures imposed certan ) discriminatory discriminatroy
discriminatory
measures measures
measures
1 EU27 (146) Venezuela (784) EU27 (55) EU27 (168)
2 Russian Fed. (73) Kazakhstan (719) Algeria (54) Argentina (161)
3 Argentina (41) Nigeria (5999 Nigeria (45) China (161)
4 India (31) EU27 (437) Venezuela (38) Indonesia (152)
5 Germany (29) Russian Fed. (421) Kazakhstan (36) Russian Fed. (142)
6 United Kingdom (24) india. Ind a (347) Russian Fed. (34)
. ndia, Indonesia L Finland, Germany,
7 Indonesia (22) Ethiopia (32) South Africa (132)
8 ) Ethiopia (345) Indonesia (32)
China, Italy (19) ] )
9 Argentina (336) India (31) ] ]
] ) Belgium, Brazil (131)
10 Austria (17) China (335) Germany (27)

Notes: This table is also published in “Unequal Complierithe &' GTA report” edited by Evenett (2010). The EU27
refers to the combined impact of all the actiok&itaby the European Commission and the 27 meméatsst



It is also important to check whether the proteaib momentum has abated as the world
economy appears to recover. Figure 1 plots the eurob harmful measures implemented per
quarter since November 2008. At first cut this @bows a slowdown in use of discriminatory state
actions. However, as Evenett (2010) argues, mangrvientions become apparent several
(sometimes up to 12) months after the actual imphaation. Therefore, the decline over time
reflects reporting challenges rather than improgedgernment behavior. Comparisons across the
GTA reports over time has shown that in most qusitee totals quickly converge to a range of 100-
125 protectionist measures implemented per quaMer.departure from this pattern has been
observed, suggesting that the recovery has yeémibthe resort to protectionism. Moreover, much
of the discrimination put in place has yet to bmeged while more than 200 measures have been
announced and may be implemented in the monthslaBeaas far as open markets are concerned,
the current situation does not afford much roonmctumplacency.

Figure 1: Less harmful state actions are recordechieach quarter,
but this is an artifact of reporting lags
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3.2 Non-tariff measures (behind the border) are thet mes/alent

The introduction of this paper alluded to the intpoce of less transparent protectionist
measures--the so-called murky protectionism--durihg recent global economic crisis. In
introducing this subject, it is necessary to sebme side certain unpersuasive arguments for not
reporting certain discriminatory measures againstifin commercial interests. For instance, it is
well known that the deep financial crisis inducedny governments to bail-out troubled banks and
other financial intermediaries. Far too many patiekers and trade diplomats have appeared to
argue that the systemic nature of the threat tditla@cial system trumps all other considerations.

Here it is important to distinguish between twotfeas of such bail-outs: their apparent
systemic importance and any discriminatory natlihés distinction is important because it begs the
guestion of whether it was necessary to introduserichinatory bail-outs to preserve the financial
system. It may be possible--indeed arguably it risfggable--to introduce bailouts that helped
preserve the stability of the financial system wahito not discriminate against foreign commercial
interests. If so, a country can be faithful toagtsnmitments to trading partners and still be able t
tackle financial crises. Furthermore, to the béstwo knowledge, there is no accepted proposition
that discrimination is a pre-requisite for effeetiess (assessed at the national or global leves.) |
quite probable that, had a greater set of altarestbeen contemplated, that less discriminatory or
non-discriminatory financial support packages cohlave been identified that were equally
effective.

When one examines the evidence, however, whatasiaking is that a lot of the reported
crisis-era state aids were not provided to thenfire sector, but to other industries in troublesveh
the "systemic threat" argument hardly applies. &mmple, 60 percent of all bailout / state aid
measures implemented between November 2008 and2D@®that were recorded in the Global
Trade Alert database were provided to non-finansgaltors. Moreover, one would expect that the
“bailout season” to be over with the apparent recp¥rom the crisis. However, no signs of such a
slowdown can be found in the data; these measanesin the most often used discriminatory policy
tool, followed by trade defense actions.

Figure 2 draws the quarter-by-quarter picture fiffecent groups of measure types. The
share of behind the border meastfiewhich tend to be less tightly regulated by WT@ads,
remains around 40 percent - a proportion that ibyfaonstant since the beginning of 2009. By
contrast, the share of traditional tariff-relateceasures, in particular trade defense measures,
actually falls from a 40% peak in th& guarter of 2009 to 25% in th&2uarter of 2010. Including
other forms of discrimination, such as migratior amvestment measures or export restrictions to
list, the prevalence of non-tariff interventionscbmes all the more apparent in the set of
implemented stated measures. Having said thi$f gard trade defense measures still dominate the
measures that have been announced but not yetrimapted® In short, it is important to distinguish
between measures that have been taken and thadeatleabeen announced and could be taken for
their composition varies.

2 Including consumption subsidies, local contentirments, public procurement measures, bailotatté sid
measures, export subsidies and trade finance suppor
13 To save space, the sectoral analysis of governmemvention is not presented here. Evenett angaAgal (2009,
2010) provide some evidence and hypotheses asndh®osectoral incidence and form of state actiavelchanged
during the global economic crisis.
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Figure 2: How has contemporary protectionism changs quarter-by-quarter?
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and other service sector measures.

4. |Is protectionism in the Asia and the Pacific region at par with
global tendencies?

This section explores whether discrimination agasrsd harm inflicted by emerging or
dev?lli)ping countries in Asia and the Pacific amilgir to the protectionist tendencies at the global
level™.

4.1 Harm done to Asian-Pacific commercial interests

China is the only jurisdiction in the Asia and tRacific region on the list of jurisdictions
whose foreign commercial interests are harmed thet r(see Table 1 above). The second most
affected in this region, the Republic of Korea, hasn hit almost half the time that China has. &abl
3 lists the top-10 harmed Asia-Pacific countries.

% A more in depth analysis of the protectionist krabe in the Asia and the Pacific region is pravigeMikic (2009).
12



Table 3: The Asia-Pacific countries are not amonghe most targeted; except China

Top 10 targets

Number of
discriminatory

measures imposed on

Trading partners imposing largest number of
discriminatory measures on target

Type of measure imposed most frequently on target

target
No 1 No 2 No 3 No 1 No 2 No 3
. Russian Fed. . ) Trade defence Tariff measure  Bail out / state aid
China 282 “7) Argentina (33) India (22) measure (94) 69) 1)
Export tax or
Renublic of K 149 Russian Fed. India, Argentina Bail out / state aid  Tariff measure restriction, Trade
€public of Rorea (36) (11) (51) (39) defence measure
(18)
Export subsidy,
. . . . Export tax or
Thailand 141 Russian Fed. Indonesia (15) Argentina (12) Bail out/ state aid  Tariff measure restriction, NTB,
(27) (42) (38)
Trade defense
measure (15)
Russian Fed. . Bail out / state aid ~ Tariff measure Export tax or
Turkey 137 (36) Argentina (9) France (8) @7) (40) restriction (19)
) Russian Fed. } . Bail out / state aid ~ Tariff measure
India 131 20) Argentina (14) Indonesia (10) 38) 38) NTB (19)
. Russian Fed. . . Bail out/ state aid  Tariff measure Export tax or
Singapore 109 (18) Indonesia (15) Argentina (11) 8) 34) restriction (20)
Argentina,
. Russian Fed. . France, Japan, Bail out/stateaid Tariff measure Export subsidy
Australia 107 (15) Indonesia (14) United 38) 26) (14)
Kingdom (7)
. . Russian Fed., France, India Bail out/state aid  Tariff measure Export tax or
Malaysia 101 Indonesia (14) Argentina (10) (6) (29) (27) restriction (14)
) Russian Fed. . . Bail out / state aid ~ Tariff measure Trade defence
Indonesia 94 12) Argentina (10) India (9) (24) @ measure (14)
Russian Federation 93 Argentina (10) China (8)  Kazakhstan (7) Bailout/state aid  Tariff measure Export tax or

(1)

(25)

restriction (14)

4.2 Some of the worst offenders can be found irAia-Pacific region

Study of Table 3 reveals that many of the countésponsible for the many of the measures
harming Asian-Pacific are from within the regionhel Russian Federation and Indonesia, in
particular, feature prominently. At the global s;aRussian Federation and Indonesia along with
India, China and Kazakhstan also belong to the disiteading protectionist players (see Table 2
above). Taken together these countries are alpomeile for 15 of the 22 “jumbo discriminatory
measures®. It is also interesting that there is a symmeetwieen the measures inflicting harm on
the Asia-Pacific and the ones imposed by the re(gee Figure 3). The comparison to the global
distribution shows that tariff increases and trddéense measures are more prevalent in the Asia-
Pacific region. By contrast, behind the border mezs make up a smaller (but still considerable)
share in the Asia-Pacific.

15 |dentified by Evenett and Fritz (2010). It had®noted that 22 jumbo measures were identifiedobly 16 of them
were used for the estimate of total trade covefage Section 2).
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Figure 3: Compared to the world average, the Asia-&tific region resorts to tariff related
measures more often
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requirements, public procurement, bailout / stedengeasures, export subsidies, trade finance stippgport to state
trading enterprises and state-controlled compaf@iteersinclude investment, migration, intellectual prageprotection
and other service sector measures.

4.3 Harm to the Least Developed Countries (LDCs)

Is the treatment of the LDCs different? As mentobne Mikic (2009), the international
community has declared repeatedly that the Leaselbped Countries in the world should be
assisted in their efforts to integrate into thebgloeconomy. Traditionally, they have access to
special and differential treatment through the ifaiéral trading rules. In addition, they have been
given special focus in the Millennium Developmerdal® through the adoption of Goal 8, which is
focused on developing global partnerships. The -Rsiaific region is host of 14 out of 49 least
developed countries. Despite the considerations/eggbthese countries have been the target of
discriminatory interventions during the crisis-evdjile none of them so far has implemented any
measure (see Table 4). Trading partners that lmpesed most of these measures are India, whose
interventions have harmed seven LDCs at least twigewise, Indonesia's measures have harmed 8
LDCs. Most of the measures that are thought likelyhave harmed poor countries are export
restrictions and bailouts. Given their vulneral@Bt more detailed analysis of the amount of harm
done to the LDCs is warranted.
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Table 4: Least developed countries are not spareddm protectionist dynamics

. - Number of
Asia-Pacific least B - . . S
discriminatory Trading partners imposing largest number of discriminatory .
developed ; Type of measure imposed most frequently on target
i measures imposed on measures on target
countries
target
No 1 No 2 No 3 No 1 No 2 No 3
. . . Bail out / state aid Export tax or -
Bangladesh 37 India (8) Argentina (5) Indonesia (3) measure (12) restriction (10) Migriation (6)
. . Bail out / state aid
Afghanistan 18 India (4) Argentina, Russian Expt.)rtvtax or measure, Export
Fed. (2) restriction (6) N
subsidy (5)
. . Bail out / state aid
Cambodia 15 India (4) Argentlnez,zl)ndonesm rEe);’tJr(i)(?ti:)ix(OBr) measure, Export
subsidy (4)
. " China, Rep. of Korea Export tax or . Export subsidy, NTB
Myanmar 15 Indonesia (4) India (3) @ restriction (6) Tariff measure (5) @)
Bail out / state aid
measure, Export
China, Germany, subsidy, Local
. Indonesia, Malaysia, Export taxes or content requirement,
Nepal % India (4) Thailand, United restriction (4) Migration measure,
States (1) NTB, Public
procurement, Trade
finance (1)
Argentina, Belgium,
Lao People’ China, Germany,
a0 meap ? s Indonesia, Malaysia, Export tax or Bail out / state aid .
Democratic 7 . - Tariff measure (2)
Republic South Africa, restriction (4) measure (3)
P Thailand, United
States (1)
Belarus, Nigeria, Rep. . .
Samoa 5 Indonesia (2) of Korea, Russian Bail out/ state aid Expc.m.tax or Import subsidy (1)
measure (2) restriction (2)
Fed. (1)
. . . Export subsidy, Trade Export tax or
Maldives 4 India (2) Indonesia, Japan (1) finance (2) restriction, NTB (1)
Indonesia. Japan Bail out / state aid
Solomon Islands 3 ' pan, measure, NTB, Tariff
South Africa (1)
measure (1)
Bail out / state aid
Vanuatu 3 Belgium, China, meaSU(e,.Expon tax
Japan (1) or restriction, Import
subsidy (1)
Timor-Leste 3 Indonesia (3) Expc.mvtax or Tariff measure (1)
restriction (2)
Bhutan 2 India (2) NTB, Tariff measure
)
Kiribati 1 Japan (1) NTB (1)
Tuvalu 0

5. How is China’s trade affected by contemporarmyt@ctionism?

Mention has already been made that China's comahtanterests have been hit the most
often by foreign discriminatory measuté<Out of the 1052 measures investigated by the GBS,
measures affect Chinese exports. More than halfhe$e, namely 282, are “almost certainly”
discriminatory against China’s commercial interpatsother 126 measures are announced or under
consideration and would (if implemented) involvesatimination. Only 75 (out of 533) measures
against China are benign or beneficial to its conerak interests. This section investigates how
much of China’s exports and imports are affectedobgign discriminatory measures and whether it
is also the less-transparent forms of interventiia cause affect more of China's trafle.

16 Applying different metrics (such as number of disinatory measures affecting specific trading part number of
pending measures likely to affect trading partoenumber of jurisdictions imposing discriminatongasures against
trading partner) China is always the top offendatiom.

YA similar investigation is done for the case of &efland in Wermelinger (2010). Notice that theu®bere on exports
and imports reveals nothing about the harm donfetgygn protectionism to Chinese migrants and fymeénvestments.
For this reason, and others, the value of Chinesewercial interests affected by foreign protecgomiwill be larger
than the numbers reported in this section.
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5.1 A conservative method to identify measures dffect China’s trade

The first step is to identify the foreign measutteet harm Chinese trade. What follows is a
conservative methodology that almost surely undienases the set of relevant measures. The first
step amounts to identifying those foreign measumethe GTA database meeting the following
conditions®:

a) The measure is classified “red” in the Global TraAdlert dataset; that is, the measure “almost
certainly” discriminates against foreign commeramérests and has been implemented.

b) The measure is still implemented in June 2010 (wthencomputations for this paper were
undertaken.)

c) In 2008 the measure would have covered more tliEnnainimusamount of goods trade with
China (taken to be US $1 million).

d) The measure is not a subsidy or bailout to thenfird sector, and not an investment,
migration or service sector measure.

e) If the measure is a subsidy or bailout to a noaffmal sector (including trade finance
support), then the total value of the outlay byithplementing government was at least US
$1 billion; or (in case the value of the total aytis not available) in 2008 the measure would
have covered at least US $10 billion in internagidrade.

f) If the measure is a subsidy or bailout to a noasfoial sector (including trade finance
support), then in 2008 the implementing jurisdictsoaverage share of world exports in the
product lines affected exceeded five percent.

The above criteria make sure that measures inclimldéde subsequent calculations have
almost certainly affected Chinese trade abdgeminimudevels. Specifically, the requirements e)
and f), which concern measures that affect Chieajsorting interests through their influence of
world prices of the products in question, restrattention to measures likely to have affected @orl
prices.

The above procedure identified 164 (out of the Z3a) measures. Next, account is taken of the
fact that different types of measure are likelyatibect different types of Chinese imports and
exports. Specifically, it is assumed (consisterthvhhe GTA’s methodology in identifying affected
trading partners and tariff lines) that:

a) China’s exports of a particular product ardirectly affected (i.e. China’s exports to the
implementing jurisdiction in the tariff lines comoed) by foreign tariff increases, trade
defense measures, quotas, import bans, technicaénsato trade, non-tariff barriers (not
otherwise specified), consumption subsidies, locakent requirements, public procurement,
and competitive devaluations affecting the sameyxcb

b) China’s exports of a particular product arendirectly affected (i.e. China’s exports to the
world in the tariff lines concerned) by foreign loait/state aid measures (to non-financial
sectors) and export subsidies affecting the saimdugt.

c) China’s imports of a product are affected (i.e. China’s importsnir the implementing
jurisdiction in the tariff lines concerned) by faye export taxes or restriction and
competitive devaluations affecting the same praduct

'8 For stated reasons in Section 2, the methodolpgleal here is motivated by Evenett and Fritz (2010
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5.2 A significant amount of Chinese trade is a#ddby foreign measures; behind the
border measures account for most of trade covered

Not surprisingly, the amount of trade harmed by tamje number of measures that
discriminate against China’s commercial interestssubstantial. Table 5 shows that almost 10
percent of total Chinese exports are covered, laadnost of the harm is done by interventions that
affect China’s exports directly. Two points of irgeetation should be made: first, the bigger
estimate (for directly affected exports) is alse thore precise as the measures involved indeed
directly hinder the concerned exports. Secondsthaller estimate (for indirectly affected exports)
is calculated with the conservative methodologycdbsed above. Table 6 shows that the three
biggest measur&Sin terms of potentially affected Chinese expottsi meet all but one of the
above criteria) are excluded in the estimate. Tim@lementing jurisdiction’s share of world exports
in the product lines affected by these measuresl®wy 5 percent and is less likely to distort world
prices of these products. This approach is ratbstrictive and a marginally more liberal method
would increase the share of export coverage draaiti The situation is less of a concern for
imports. China’s trading partners harm US$ 45 dnillior 4 percent of total Chinese imports with
export restrictions and competitive devaluation soees.

The analysis confirms that the most often harmeigdiction in the GTA database is also
considerably affected in terms of trade coverethlieymeasures. It would be interesting to study how
the number of measures that harm a jurisdictiorii@itotal trade of this jurisdiction) correlateghw
the share of total trade affected by these measifréise correlations are different from zero, it
would show that traders are not symmetrically hatingerms of trade cover&d

It is also interesting to know which foreign juristions' measures adversely affect the most
of China's trade. Four different indicators of hantticted by China’s partners are calculated; ¢hre
of which take account of trade coverage. Tablepbnts the 10 worst offenders against China’s
bilateral (direct) exports on each metric. Indoagthe Russian Federation, and the United States
appear in the top-3 worst offenders for two of thdicators, respectively. All of them are also
identified as big global offenders with respectjtonbo” measures implement&d

Additional analysis of the China evidence also cam$ previous findings. Although tariff
increases and trade defense measures are moseritgmeasures to harm China’s commercial
interests (namely, 90 measures, amounting to nmaue half of all those measures used to calculate
the conservative estimate), it is the less-traresgdibehind the border” measures that affect greate
total amounts of Chinese trade. Table 8 presedttailed list for number of measures and share of
trade value affected by each measure type; onlypédZent of the trade covered by foreign
protectionist measures are associated with taméfeases and the application of trade defense
measures. Figure 4 illustrates the same informati@nless disaggregated level.

¥ Incidentally, all classified as “jumbo” by Evenattd Fritz (2010).
2 This exercise goes beyond the purpose of thisrpdme some anecdotal evidence for the existencgyofmetric
export coverage is available; the export coveragestvitzerland is around 10 percent; similar to @fena case. It has
however to be noted that the 10 percent are mdiiven by the broad export tax rebate the Chinesemment granted
in 2009 (Wermelinger, 2010). This measure aloneir@etly) affects 9 percent of total Swiss exports.
2Lt should be noted that China itself has impleradrihe “jumbo” measure covering most trade worlawid
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Table 5: How much of China's trade is affected by @dcriminatory measures?

Trade value (in 2008, US$ bn) of potentially

affected Chinese exports

Share of potentially affected exports in

total Chinese exports

Trade value (in 2008 USS bn) Share of potentially affected

of potentially affected

imports in total Chinese

Chinese imports imports
directly indirectly total directly indirectly total total total
124.39 18.12 142.51 8.69% 1.27% 9.96% 45.00 3.98%

Table 6: List of discriminatory measures that indirectly affected Chinese exports

P t f Impl ti . ) . Included i
Number of ercentage o . .m.p (Iamfsn g Chinese share of  Trade value (in 2008, Share of potentially nelude .m
. total number of  juristiction's share . . . conservative
Implementing . product . . world exports in US$ bn) of potentially  affected exports in Jumbo .
Lo Title of the measure Measure type . product lines of world exports in ) . . estimate of
juristiction lines . the product lines affected Chinese total Chinese measure?
affected exported by the product lines affected —— TS trade
China affected P P coverage?
Argentina Extgnsmn of tax exemptions for locally produced B.aII out / state 192 16.96% 0.18% 12.92% 690.17 48.24% ves no
capital goods aid measure
Brazil New credit line for exports of consumer goods Trade finance 196 17.31% 1.21% 16.65% 636.68 44.50% yes no
United Kingdom UK: Temporary aid for the production of green B_all out / state 119 10.51% 3.66% 8.09% 211.57 14.79% yes no
products aid measure
Consumption
Financial support to customers of Airbus. subsidy, Export
France subsidy 50 4.42% 11.97% 2.03% 8.65 0.60% no yes
France: Immediate EUR 1.65 billion rescue package Bail out / state
for French farmers aid measure
. Bail out / state
United States Support for General Motors and Chrysler. il ou 3 0.27% 8.41% 1.02% 7.79 0.54% no yes
aid measure
Germany Organic Farming - R&D&I scheme Bail out/ state 1 0.09% 22.15% 1.87% 1.06 0.07% no yes
aid measure
Measures to "stabilise" markets for certain dairy
. products .
European Union Export subsidy 9 0.80% 64.69% 0.86% 0.62 0.04% no yes

Reintroduction of export refunds for milk and milk
products, butter and butteroil
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Table 7: Ranking of trading partners in terms of drect harm to their bilateral exports
to China, 4 different metrics

Share of affected exports as
% of China's exports to the

Share of affected exports
as % of China' s total

Trade value (in 2008,

Number of product lines

Rankin . - billion USD) of affected
9 world in the targeted 4-digit exports to that exp)o s affected
product lines implementing juristiction
1 19.63% 100.00% 82.41 212
Japan Ethiopia United States Indonesia
2 17.16% 100.00% 11.76 166
Rep. of Korea Kazakhstan Indonesia Russian Federation
3 16.13% 100.00% 7.04 139
USA Nigeria Russian Federation Nigeria
4 12.24% 100.00% 5.64 106
European Union Venezuela Japan Ethiopia
5 4.02% 68.40% 3.55 107
Mongolia Indonesia European Union United States
6 3.35% 32.59% 3.18 93
Viet Nam USA India Kazakhstan
7 2.71% 29.20% 1.48 83
Canada Argentina Argentina Argentina
8 2.37% 21.27% 1.29 71
Customs Union (RBK) Russian Federation Iran Japan
9 1.90% 10.05% 1.12 66
Russian Federation India Ethiopia Venezuela
10 1.81% 8.41% 1.11 38
Thailand Paraguay Viet Nam Islamic Rep. of Iran
Table 8: Chinese trade covered, by discriminatory masure
Measure Tariff-related Non-tariff measures
category measures at the border behind the border c 5
9o 3]
- £ - > = 2
0 Q 55 © =
Measure type % § 9»; % o E % (E‘ g 5e % % % % ;
=| © n = (] -
™l 8§ $9E|ed 5 3z s£3| F T E 2. 3 = 3
E S3slse T Eg BE| 3 Sg o 33 9k g 5
tT §8fseg 3 §8 sg| & §3 3 =8 8 § &
[ EEa|l OF E = Z 5 o a9 a o E ] 8} ]
Number of 39 51 3 13 3 13 4 5 6 4 3 4 16
measures
Trade flow
affected Exports Imports
shareoftrade | ¢ soo. 5640 | 0.28% 102% 0.12% 537% | 0.25% 42.27% 180% 595%  4.66% | 2.46% | 6.55% | 17.27%
value affected

Notes:The figures concern only the measures used focalweilations below; in particular only 164 of @2

discriminatory measures are used.
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Figure 4: Share of different types of measures thaffect China’s trade, weighted by
trade covered

Trade value affected .
| Tariff-related measures
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Notes:Tariff-relates measureisclude tariff and trade defense measukeEM at the bordeimclude quotas,
import bans, TBT, non tariff barriers (not otheravipecified)NTM behind the bordenclude consumption
subsidies, local content requirements, public prement, bailout / state aid measures, export sigissittade
finance support, support to state trading entegpramd state-controlled compani@ghersinclude investment,
migration, intellectual property protection andetlservice sector measures.

6. Conclusions and implications for policymaking

Making extensive use of the GTA database the perpbshis paper was to provide a
snapshot of current protectionist dynamics. Twohoeés$ of estimating the trade covered by
crisis-era protectionism were also examined. Algiothe method used in recent WTO report
may use a more appropriate level of tariff lineadigregation for some discriminatory
measures, overall, it was argued that GTA's estisnptovide a better estimate of the amount
of global commerce affected by global era protecsion.

This paper also confirmed the contemporary impagaof “murky” protectionism.
The overview of the crisis-era protectionist laragse showed that in each quarter of the past
18 months more than half of discriminatory measaresnot tariffs or trade defense measures
and tend to fall under weaker or no WTO rules. fian inflicted by and the discrimination
against the Asia-Pacific region is rather similargtobal tendencies; although tariff-related
measures are slightly more prevalent in this redian the jurisdiction harmed by the greatest
number of foreign discriminatory measures, Chiha shown that at least 10 percent of its
exports are harmed and more than 50 percent ofhwdmie affected by “murky” forms of
protectionism, notably, local content requiremeartd bailouts.

In interpreting the performance of WTO rules, tivedence presented raises further
guestions. Some heart might be taken from thetfe@attgovernments have not chosen to raise
tariffs above bound rates. However, the widespresodrt to subsidies and bail outs raises
concerns that WTO rules were circumvented (oradtldoopholes and weaknesses exploited)
rather than strictly adhered to. This matter wdbuire further attention, with the proper
specification of counterfactuals in frameworks thkdlow for the substitution between
discriminatory policy instruments.
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At a minimum two implications for policymaking follv. Given the cumulative
damage done to the world economy from crisis-e@tegtionism, if the world economy
continues to recover the national policymakers Ehaowt only resist any temptations for
future protectionism but also start to unwind thdsgcriminatory measures in place. Both
national ministries and international organizatissisch as the WTO, could identify the most
harmful crisis-era interventions and start talkshow such measures can be withdrawn. The
list of “jumbo” measures identified by Evenett afdtz (2010) and those affecting Chinese
commerce identified here could be a starting piminsuch discussions. In addition, the WTO
and other international organizations should assrsll and poor countries to obtain, where
possible, exemptions from discrimination of theading partners.

In the middle to longer run, governments’ leaddrsusd rethink the role of the WTO
in the light of contemporary experience. If a corses emerges that current multilateral trade
rules were not strong enough to resist from praieidt temptations during the global
economic crisis, then policymakers may wish toiatét negotiations on new rules on
subsidies, public procurement, export taxes aneénines, and the other measures used
frequently in recent years. Such negotiations wgaldvell beyond the Doha Round mandate
and it is an open question as to whether that mandainmodified--best serves the interests
of the world trading system.
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