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The prejudice which would either banish or make supreme any one department
of knowledge or faculty of mind, betrays not only error of judgment, but a defect of
that intellectual modesty which is inseparable from a pure devotion to truth.

George Boole
Angith aei 1854)

Introduction
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The second idea, and the one that is most important for this specific aspect of international
order, was the notion that countries may extract mutual gains from freer trade. Policy-
makers will not liberalize markets unless they believe it is in the individual and collective
interests of their countries to take advantage of an international division of labour based on
comparative advantage and economies of scale. In contrast to political science and law, the
systematic study of economics is quite a recent development. Given that this field emerged
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in 1947, and remains critical to the development of the WTO. In the current environment, they
may best be seen not as foundations but as challenges, however, and the second step in this
analysis is to review the legal, economic and political challenges of the WTO. The review
stresses that there is more change than continuity from the ane§o the new order,

to the point where one is tempted to use instead the term disorder. The years since the
creation of the WTO have been marked by rapid changes in the conduct of trade and in
its consequences for the distribution of wealth and power. The third and final step is to give
a quick preview of how the themes explored in this chapter are developed in the rest of
the book.

This is necessarily an exercise in compression, reducing centuries of debate and
development to a few pages. The discussion treats the legal, economic and political
issues separately, but readers will note that the boundaries between these fields are
frequently blurred in both theory and practice. Examples of creative cross-fertilization
abound, especially among the intellectual pioneers in these three fields. Hugo Grotius, for
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justice than law and might be more accurately described as a liberal than a lawyer. Similarly,
those who think of Adam Smith as the consummate liberal might be shocked by just how
much this very political economist was a man of his warlike time. Nor can all political
scientists be considered the intellectual descendants of Thucydides and Machiavelli.
A great many of them see more cooperation than anarchy in international relations, and
are by nature more liberal than realist in their outlook, while others invade the turf of
lawyers by taking a public-law view of institutions. In brief, the lines that are supposed to
separate these disciplines are not always respected. If they were, the WTO might never
have come into being.
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The treaty thus inaugurated a tradition by which the states of Europe would use the occasion
of peace-making after a major conflict as an opportunity either to restore the commercial
freedoms that had existed in the faptbanr even to achieve levels of openness

not reached before the hostilities. They would be far less successful when negotiating the
Treaty of Versailles after the First World War, but it is this same impulse that gave birth to
GATT after the Second World War. Some see the later creation of the WTO as part of the
“peace dividend” that came with the end of the Cold War.

International law developed into a more systematic discipline in the century that followed the
negotiation of this treaty, as exemplified by Emer de Vattel's (1714-1767) widely read Ld

S Pogh o Th.aNab ] (1758). This text would remain a
guidebook well into the nineteenth century. The underlying economic concepts were still
primitive, however, with de Vattel aping the mercantilist views that were prevalent among the
statesmen of his time. Writing 18 years before Adam Smith published his lgbb
NatdCadiVatiNab , de Vattel advised that:

The conductor of a nation ought to take particular care to encourage the
commerce that is advantageous to his people, and to suppress or lay restraints
upon that which is to their disadvantage. Gold and silver having become the
common standard of the value of all the articles of commerce, the trade that
brings into the state a greater quantity of these metals than it carries out, is an
advantageous trade; and, on the contrary, that is a ruinous one, which causes
more gold and silver to be sent abroad, than it brings home. This is what is called
the balance of trade. The ability of those who have the direction of it, consists in
making that balance turn in favour of the nation (Chapter VIII, Paragraph 98).

This passage illustrates an important point about the legal perspective on the trading system:
lawyers may act as effective advocates for their clients in this field as in others, but the
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(MFN) clause date to the Middle Ages, when traders would obtain franchises from
municipalities defining their rights and privileges. They would typically request the same
rights and privileges that might be given to the “most favoured” traders. The doctrine was then
incorporated in commercial treaties between sovereign states, providing that any concession
made to one trading partner (especially the reduction of tariffs) would automatically extend to
all other countries to which it granted MFN treatment, and would later become a pillar of the
multilateral trading system. GATT Article | provides that “any advantage, favour, privilege or
immunity granted by any contracting party to any product originating in or destined for any
other country shall be accorded immediately and unconditionally to the like product originating
in or destined for the territories of all other contracting parties.”

The creation of international organizations

Having devoted great energy to developing and defending what were then the radical ideas
of sovereignty and independence, legal theorists were not quick to adopt the related but
seemingly contradictory notion that these same countries might subordinate their exercise
of sovereignty to supranational organizations. It instead fell to a philosopher to broach that
idea, with Immanuel Kant (1724-1804) calling in his 1795 essay Zokg-d [On
P@l Pace ] for a league aimed at “an end of all wars forever.” While revolutionary for
his time, Kant's proposal envisioned a more circumscribed role for international
organizations than his intellectual heirs would later promote. His ideal institution would be
narrowly aimed at securing peace, and the league would not have “any dominion over the
power” of the member states and there would be no “need for them to submit to civil laws
and their compulsion.”

It was not until the middle of the nineteenth century that states would begin to establish
formal and permanent international organizations that had broader aims and a more intrusive
approach to the negotiation of commitments. Fittingly, the first of these were the product of
modern technology and trade. The International Telecommunication Union, founded in 1865
as the International Telegraph Union and acquiring its present name in 1934, is often cited as
the first true international organization of the modern era. The Paris Convention for the
Protection of Industrial Property (1883) was another important step in this direction, and
would become (by way of its incorporation into the Agreement on Trade-Related Aspects of
Intellectual Property Rights) the oldest part of WTO law. A few other bodies date from the
nineteenth century, notably the Universal Postal Union (created in 1874), but only with
establishment of the League of Nations after the First World War did international
organizations begin to achieve the numbers and acquire the importance that they enjoy in our
own time.

International law was not immediately extended to countries outside of Europe and its more
economically advanced ex-colonies. Other regions first had to endure generations of
colonialism, gunboat diplomacy and legal concepts that formalized inequality (e.g.
extraterritoriality). Consider the experience of Chinain the century that preceded the outbreak
of the Second World War. Starting with a bilateral tariff treaty that Great Britain compelled it
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to sign in 1842, China lost autonomy in setting and even in collecting tariffs. The rates were
fixed in the treaties that the Western powers (and eventually Japan) imposed, with the
concessions in each new agreement being automatically extended to all of the powers
through MFN clauses. Nor was the Chinese case unique; European powers and the United
States imposed comparable treaties at various times on the Congo, Egypt, Morocco, Muscat
(now Oman), Persia (now Iran), Samoa, Siam (now Thailand), Tunis and Turkey. Over the course
of the twentieth century, however, the Westphalian concepts of sovereignty and the juridical
equality of states were transformed into a universal practice. Henkin (1968: 42) observed that
“almost all nations observe almost all principles of international law and almost all of their
obligations almost all of the time,” and while that may be a bit of an exaggeration, it is
undeniable that adherence to law has become a more prominent feature of global relations in
our own time than it was in the past.

The Second World War offered the Allied Powers an opportunity to remake the world, and
the post-war system of international organizations that they devised resembles the
structure of national governments. In addition to creating a legislature (General Assembly
of the United Nations), a judiciary (International Court of Justice), and a central bank (World
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Box 1.1. The WTO and public goods: the legal, economic and political
dimensions

One concept that cuts across all three areas of thought examined here is the notion of public goods.
This economic idea has important — although not always consistent — implications for the multilateral
trading system. It helps to explain why open markets are difficult to establish, how that difficulty can
sometimes be overcome as a general rule and what specific exceptions are then proposed.

As first described by Samuelson (1954), public goods share two key characteristics. The first is that they
are non-excludable, meaning that no one can be prevented from enjoying them. Roads and national
defence, for example, are available to everyone if they are available to anyone. Second, they are non-
rivalrous in consumption, meaning that one person’s use of that good does not diminish its availability to
others. The information that one motorist receives from reading a road sign does not interfere with anyone
else’s ability to navigate. From the standpoint of public policy, the most important aspect of public goods
is that they are highly susceptible to market failure. A rational, self-interested actor will normally perceive
a great disincentive to supply a public good when other, equally rational and self-interested actors can
“free ride” on that investment. This barrier to the provision of public goods by private parties thus
becomes arationale for the state to step in as a provider, acting on behalf of the community.

One school of thought applies public-goods reasoning to answer the “big picture” question of why
global markets are sometimes relatively open and sometimes relatively closed, a conundrum that is —
together with the question of why countries are sometimes at peace and sometimes at war — one of
the two great topics in international relations. According to the theory of hegemonic stability, an open
world market is a public good and hence tends to be under-provided, with each country pursuing its
own self-interest through selective protectionism while also being prepared to free-ride on any other
country's openness. The public good has historically been provided only when there is one large
country that has both the motive (a competitive, export-oriented economy) and the means (military
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Consider the case of sugar. If millions of consumers are told that they can each shave US$ 1 per
week off their grocery bill if only they band together to fight the sugar lobby, and the half-dozen
members of that lobby know that they each earn millions of dollars in rents from the inflated prices
of a closed market, it should not surprise us if the few producers prove better able to overcome the
public-goods barrier to organization than do the many consumers.
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The logic of public goods also affects the willingness of countries to liberalize in sectors other than
goods. Whereas there are few countries where government is directly involved in the production
and sale of goods, states have been encouraged by public-goods considerations to become
providers of health, education and other social services, as well as electricity, other utilities, postal
services and transportation. That brings a new level of complexity to negotiations over trade in
services, as these are sectors in which both workers and consumers are better able to overcome
the public-goods barriers to organization. State-run enterprises tend to be more heavily unionized,
and people who benefit from state-supplied social services were among the most active recruits for
anti-globalization activists at the turn of the twenty-first century.

This rush of post-Cold War enthusiasm, which might be seen as the third attempt in the twentieth
century to remake world order after hostilities end, did not fully achieve the desired redefinition of
global society. Perhaps the most serious constraint it faced was the differing degree to which the
member states of international organizations consider global governance to be desirable or feasible.
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underpowered GATT, the United States was at times indifferent or even hostile to the notion of
creating a new global body. And while Brussels was the principal advocate of launching what was
to become the Doha Round, Washington has proven at some critical points to be less enthusiastic
about the enterprise.

The differences in EU and US approaches to trade liberalization may also be traced to their
distinct domestic experiences. Economic integration was the original motivation for union in
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Box 1.2. Ricardo’s illustration of comparative advantage: trading wine and cloth

FbaiRcad , On the Principles of Political Economy and Taxation, bi{1821)

If Portugal had no commercial connexion with other countries, instead of employing a great part of
her capital and industry in the production of wines, with which she purchases for her own use the
cloth and hardware of other countries, she would be obliged to devote a part of that capital to the
manufacture of those commaodities, which she would thus obtain probably inferior in quality as well
as quantity.

The quantity of wine which she shall give in exchange for the cloth of England, is not determined by
the respective quantities of labour devoted to the production of each, as it would be, if both
commodities were manufactured in England, or both in Portugal.

England may be so circumstanced, that to produce the cloth may require the labour of 200 men for
one year; and if she attempted to make the wine, it might require the labour of 120 men for the same
time. England would therefore find it her interest to import wine, and to purchase it by the
exportation of cloth.

To produce the wine in Portugal, might require only the labour of 80 men for one year, and to
produce the cloth in the same country, might require the labour of 90 men for the same time. It
would therefore be advantageous for her to export wine in exchange for cloth. This exchange might
even take place, notwithstanding that the commodity imported by Portugal could be produced
there with less labour than in England. Though she could make the cloth with the labour of 90 men,
she would import it from a country where it required the labour of 100 men to produce it, because it
would be advantageous to her rather to employ her capital in the production of wine, for which she
would obtain more cloth from England, than she could produce by diverting a portion of her capital
from the cultivation of vines to the manufacture of cloth.

While the argument is sound, it is not universally accepted, and the advocates of free trade
perennially face objections that have taken similar forms ever since the time of Smith and
Ricardo. The opposition of protectionist industries need not detain us here; the resolution of
the struggles between free-traders and traditional protectionists fall more in the category of
domestic political practice than international economic theory. The more difficult challenges
come from critics who oppose or present alternatives to the ideas themselves. The advocates
of multilateral free trade, both in the WTO period and before, are engaged in perennial
debates with those who question the materialist basis of the doctrine, or object to the
expanding scope of trade negotiations into other spheres of public policy, or contend that
special provision must be made for developing countries, or argue instead for targeted and
discriminatory approaches to trade liberalization.

Objections to materialism and the market

The most fundamental and recurring challenge comes from critics who object to the
materialist assumptions that underlie modern economic thought and policy, questioning the
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implicit assertion that the market is the best mechanism for deciding what goods and services
will be produced and who will consume them. Modern economics in general, and trade in
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come to be linked to many other issues, including some that are related to the production,
distribution and use of goods (e.g. labour and environmental matters) and others in which the
relationship is controversial and will be determined in large part by politics (e.g. the observance
of human rights in the country of origin).

With these issues now on the table, there are more stakeholders who either demand a seat
or hope to overturn that table altogether. Anti-globalization activists should not be confused
with simple protectionists, as the basis for their criticism is not economic in the traditional
sense. As Henderson (2000: 16) noted, what is significant about the newest participants in
trade debates is that they stand “not for particular sectional interests, but for causes” and
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the value of open markets as an engine of growth (Williamson, 2004). Several trends
contributed to the emergence of this consensus, including the sharp spike in oil prices, the
Latin American debt crisis, a slowdown in Japanese growth, severe fiscal constraints and the
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among the factors making the Doha Round more contentious than its predecessor. While the
consensus might therefore have marked only a brief period in time, the WTO was one of its
lasting products.

Another perennial debate among economists concerns the relative value of trade preferences
and discriminatory trade agreements. The oldest view is that non-discriminatory free trade is
the first-best option, and that countries should ideally reduce or eliminate their barriers to
trade without favouring one set of partners over another. Others insist that developing
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Power and politics in GATT and the WTO

Even the most casual observer will recognize the vast shifts in power among states and regions
from the middle to the end of the twentieth century. Ford (2003: 68) argued that the creation of
the WTO reflected this fundamental change in the international distribution of power,
characterizing the institutional transference from GATT to the WTO as “a structural or cultural
shift from limited multilateralism to superlateralism” in which the new regime “embodied new
socio-economic and organizational norms, based on disembedded liberal principles and legalism”.
She attributed that change largely to an erosion in the hegemonic role of the United States and to
the founding of a new order in which other actors, and above all developing countries, stepped
forward to help create a more cooperative, collective regime based on shared responsibilities.

Ikenberry (2001: 50-51) presented an altogether different view, portraying the end of the
Cold War as an opportunity for a reinvigorated United States to remake the global order. This
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judicialization of the WTO is in the stronger dispute settlement rules of the new institution.
That strength encouraged members to bring more cases against one another in the WTO than
they had in GATT. The growing docket of the WTO Dispute Settlement Body is not troubling to
some lawyers, but other observers do not fully share that optimistic interpretation. Many
commentators note that the WTO's enforcement powers are now so strong, and negotiations
have proven so difficult to conduct, that the judicial function of this institution can overshadow
its legislative function.

The legal issues surrounding trade cannot be seen solely through the lens of trade law itself,
as they face challenges from other areas of international law. Here Lang (2011; 243) identified
“an emerging post-neoliberal legal imagination” that developed “as a result of the WTQO'’s
legitimacy crisis of the late 1990s”. As he sees it:

In response to criticisms that the WTO disciplines on domestic regulation
constitute overreaching and trespassing into value-sensitive areas more
appropriately dealt with through domestic democratic institutions, this new legal
imagination is self-consciously cautious and modest in the role that it seeks to
define for the trade regime. It seeks to draw new boundaries around the operation
of trade law and the trade regime, so as to ensure that WTO law does not become
a mechanism for the global projection and entrenchment of a single form of state-
market relations, and a single vision of appropriate and legitimate regulatory
intervention.

This alternative legal vision, which challenges trade law and the WTO, necessarily brings one
back to the political sphere. Only there can countries decide how far they wish to allow trade
law to go in defining the relations between them. That is a topic to which we will return in
Chapter 5, when examining the issues of coherence and relations with other international
organizations. Countries also need to consider differing views of relations within states, and
what roles they wish to assign to the state and to the market. That returns us to the economic
side of the debate.

The economic challenge

“The great events of history are often due to secular changes in the growth of population and
other fundamental economic causes,” Keynes once observed (Keynes, 1920: 14-15), which
“escaping by their gradual character the notice of contemporary observers, are attributed to
the follies of statesmen or the fanaticism of atheists.” The rate of change during most of the



THE THEORY AND PRACTICE OF THE MULTILATERAL TRADING SYSTEM 29

As summarized in Table 1.2, the combined share of global gross domestic product (GDP) of
the Quad (Canada, the European Union, Japan and the United States) fell from three quarters
to less than three fifths from 1995 to 2011. During that same period the eight emerging
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One of the most serious problems in the multilateral trading system is the growing divergence
between the interests and the influence of leading countries in that system. In the GATT
period, the Quad, and especially the United States, had not only economic interests that
motivated them to create and maintain the system but also the influence needed to achieve
this aim. We have already seen how that influence has waned over time, as measured by their
declining shares of the global economy. Developing countries have captured ever-greater
shares of that economy, with trade playing no small role in their rise, but their willingness and
ability to shoulder the burdens of the system remain uncertain.

The data in Figure 1.2 plot the importance of specific countries to the trading system (a measure
of influence) and the significance of trade to those countries (a measure of interest). The first of
those factors is gauged simply by countries’ shares of global merchandise trade. The second
factor is trade dependence, defined here as a country’s trade relative to its GDP® All other
things being equal, we should expect there to be greater impetus for the system to move
forward, and for new trade agreements to be negotiated, when the countries with the greatest
amount of influence in the system also have high levels of interest. While there are indeed some
examples that broadly fit that pattern, especially in Europe, for most of the prominent countries
in the WTO their levels of interest are not commensurate with their influence.

Figure 1.2. Relative values of countries’ merchandise trade, 2011
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The positions of the European Union and its member states are especially complex and
represent in microcosm the larger problem of the trading system. The data on trade
dependence show that Germany is, in addition to being the largest trader in the group and the
third-largest in the world, also the median country in the trading system: at 76.4 per cent, its
trade dependence is exactly equal to that of the global average. As a general rule, the other
large EU member states tend to be less trade-dependent than Germany, as in the case of
France, Italy and the United Kingdom, while smaller members such as Belgium, the Czech
Republic, the Netherlands and the Slovak Republic are among the most trade-dependent
countries in the world. With trade having been the original area of competence for the EU
machinery, and having played such a central role in the bloc’s existence, it is not surprising
that the European Union places a higher priority on this area of public policy than the other
large players do. The differing interests of EU member states nonetheless make for a
sometimes unstable negotiating stance, not least on divisive and sensitive issues such as
agriculture, and it is the larger and less trade-dependent members, such as France, that are
more prone to apply the brakes even when smaller, more trade-dependent members would
prefer to step on the accelerator.

Compared with their EU counterparts, US policy-makers place a lower priority on this subject.
The United States is one of a handful of countries that are more important to the trading
system than the trading system is to them. Whereas this country accounted for 10.2 per cent
of global merchandise trade in 2011 (the highest of all), US trade in goods was the equivalent
of just 24.8 per cent of the domestic economy (the third-lowest of all). The relative share of
trade vis-a-vis the domestic economy was about three times greater in the average country
than in the United States, and for many of them it exceeded 100 per cent. The situation of
Japan is similar to that of the United States. Whereas this country was the fourth-largest
trader in 2011, controlling 4.6 per cent of the total, trade was the equivalent of just 28.6 per
cent of the Japanese economy.

Some of the more prominent emerging and transitional economies share that same
characteristic of being more important to the trading system than the trading system is to
them. Consider Brazil, China, India, the Russian Federation and South Africa. These five
countries collectively controlled 16.3 per cent of global merchandise trade in 2011, and
individually ranged from 0.6 per cent (South Africa) to 9.9 per cent (China), but for each of
these countries the value of total trade in goods (imports plus exports) in 2011 was equivalent
to a smaller share of GDP than the global average of 76.4 per cent. That point is especially
notable in the case of Brazil. It was in fact the least trade-dependent country in the world in
2011, with merchandise trade being equivalent to just 19.9 per cent of its GDP. Trade-
dependence was also below the 76.4 per cent global average in India (40.5 per cent), the
Russian Federation (45.5 per cent), China (49.8 per cent) and South Africa (53.5 per cent). To
be sure, not all emerging economies meet this description: Malaysia, for example, is among
the most trade-dependent of all economies (148.8 per cent). On average, however, the largest
emerging economies are, together with the United States and Japan, among the least
trade-dependent.Y’
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These figures are not meant to suggest that trade is unimportant to the largest emerging
economies, nor to Japan and the United States. It is nonetheless reasonable to conclude that
the perceptions of policy-makers in each of these countries might differ from those of their
counterparts in smaller, more trade-dependent countries. It is less costly for these countries
to walk away from any deal that is not to their liking, or even to abstain from trade negotiations
altogether, just as each of them may be more attracted by the prospects of negotiating
bilateral or plurilateral trade agreements in which smaller partners’ desire for access to their
markets can be leveraged for other dht (not all of them economic). They might also be
more likely than others to use trade as a means of cementing alliances with other countries
with whom their interests are compatible but not identical.

The political challenge

The political challenge stems directly from the economic issues reviewed above. Economic
and political power are more widely distributed in the WTO period than was the case in the
GATT period, and the configuration of power in this system may be less conducive to
multilateral liberalization than was the case in the old days of top-down leadership. While
GATT owed its existence to the interests and influence of a few, large powers, shares of the
global economy are more diffuse in the WTO era. That requires a much higher level of
cooperation between countries not just with different interests, but also very different ideas
about how the multilateral trading system ought to operate.

The European Union and the United States remain the two largest and most influential
members of the WTO but have less sway in the organization than they did in GATT. There was
a time when agreement between these two partners was both a necessary and a sufficient
condition for bringing a round of trade negotiations to a conclusion. By the time of the 2003
Cancun Ministerial Conference, that condition appeared to remain necessary but no longer
sufficient, as demonstrated by the revolt of two different blocs of developing countries against
a proposal that these two members floated for the Doha Round agricultural deal. It is now an
open question as to whether EU-US concurrence remains even a necessary condition. Some
might contend that if China and the United States were to be in strong agreement over some
new multilateral bargain, European negotiators might find it difficult to withhold their own
approval — provided that the terms of that bargain were not blatantly unfair to European
interests.

Power relations in the trading system today need to be seen through a wider-angle lens that
takes in countries that have moved from the periphery of GATT to positions closer to the
centre of the WTO. These rising powers include some that had long been nominal members of
the system but did not begin to exercise their potential until relatively late in the GATT period,
as well as others that did not accede until after the WTO was established. Prominent among
the emerging countries in that first group are Brazil, India and South Africa, each of which
were among the original GATT contracting parties of 1947, while the latter group includes
China (which acceded in 2001) and the Russian Federation (which acceded in 2012). Each of
these countries is highly influential within its own region, both economically and politically,
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and either has or aspires to have a greater influence at the global level. Their local influence
might most simply be measured by shares of regional GDP: South Africa accounts for 32.2
per cent of the sub-Saharan African economy, and the shares are higher still for China in East
Asia and the Pacific (39.0 per cent), Brazil in Latin America and the Caribbean (42.7 per cent)
and India in South Asia (81.3 per cent)!® while the Russian Federation is the only country that
is a big player on two continents. China and the Russian Federation are among the five
permanent members of the UN Security Council; Brazil and India hope to win permanent
seats on an expanded council. And while these countries’ military capabilities are not directly
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2012, together with selected ministers, ambassadors and other figures whose words or deeds
from the late GATT period to the present are cited in this book. Of the 86 individuals in the
Biographical Appendix for whom information on their educational background is available,
40 received degrees in law (46.5 per cent) versus 25 in economics or business (29.1 per cent);
five held joint or distinct degrees in both law and economics (5.8 per cent), such that 81.4 per
cent of these figures held degrees in either or both of these fields.?? Only six (7.0 per cent) held
degrees in political science, though every member of this community can be said to have been
schooled in practical politics.

Those simple numbers do not tell the whole story, as it is the interaction between these three
fields — sometimes creative and sometimes destructive — that makes for the dynamism of the
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They also tend to see the formulas and other approaches taken to liberalization, as discussed
in Chapter 9, as imperfect half-measures. Economists are more divided on the question of
discrimination, which we take up in Chapter 13, split as they are between those who see it as
an acceptable — if second-best — way to open markets and those who see that as a very
distant second.
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Several studies in this school have examined what its assumptions mean for institutions and their
membership, scope, centralization, control and flexibility. Some of these studies have focused on
important issues in the trading system, such as the escape clause (Rosendorff and Milner, 2001) and the
negotiation of agreements that are linked through MFN clauses (Pahre, 2001).

See, for example, Gallagher and Robinson (1953). The theory and practice are more fully explored in
Semmel (1970).

Note that the levels of GDP shown in Figure 1.1 and Table 1.2 were calculated on different bases, and
while comparisons can be made within each set of data, one should not consider the table to be a
continuation of the same time series shown in the figure.

Note that trade eEGDP is not the same as trade asa RHGDP. Because GDP is calculated on
the basis of net exports (exports minus imports), it is possible, as is the case for a great many countries,
for total trade (exports plus imports) to be greater than 100 per cent of GDP.

None of this should be taken to mean that a country’s level of activity is determined solely by its degree


http://data.worldbank.org/indicator/NY.GDP.MKTP.CD
http://data.worldbank.org/indicator/NY.GDP.MKTP.CD



