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Overview 

• Features of recent trade integration 

 

• Global Implications 

 

• Implications for India  



1. Hyper-globalization 
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2. Dematerializing Globalization 

    Tradability 

Evolution of 

tradability 

    1980 1995 2008 

1980-

1995 

1995-

2008 

Gross trade 

measure 

Merchandise 43% 53% 85% 
25% 59% 

Services 7% 7% 10% 
-3% 51% 

Value added 

measure 

Merchandise 30% 33% 47% 
10% 43% 

Services 10% 11% 16% 
7% 46% 



3. Democratic Globalization 
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Trade as a share of world GDP (left scale) 



3. Democratic Globalization: 
Convergence Big Time 

  1870-1960 1960-2000 2000-2007 2000-2011 2008-2012 

Data Source Maddison 

Penn 

World 

Tables 

Penn 

World 

Tables 

World 

Developme

nt 

Indicators 

World 

Economic 

Outlook3 

U.S. Growth Rate of GDP per 
capita 

1.7% 2.47% 1.28% 0.65% 0.02% 

World Growth Rate of GDP per 
capita 

1.3% 2.75% 3.17% 2.28% 1.73% 

Number of developing countries 
where growth exceeds US 
growth1 

2 21 75 80 78 

Percentage of developing 
countries where growth exceeds 
the US 

5.3% 29.2% 72.8% 89.9% 83.9% 

Average excess over US growth2 0.02% 1.53% 3.25% 2.94% 3.03% 

Total number of non-oil, non-
small developing countries in 
sample 

38 72 103 89 93 
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4. Criss-crossing Globalization 
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5.Rise of First Mega-Trader after 
Imperial Britain  

• Mega-Trader: Two Definitions 

– Relative to world 

– Relative to own GDP 

 

 



Mega-Trader: Relative to World 

  UK USA Germany Japan China 

1870 24.31 4.96 13.43 0.10 2.78 

1913 18.52 9.04 17.98 0.79 1.98 

1919           

1929 15.15 14.38 16.60 2.06 2.96 

1939           

1950 13.31 14.58 4.46 1.20 2.14 

1973 6.01 12.75 10.80 6.65 0.98 

1990 5.81 12.96 11.05 7.44 1.64 

2000 4.83 15.56 8.00 6.55 3.62 

2010 2.72 10.61 7.63 4.81 9.78 

2020 1.94 8.79 5.27 3.94 12.10 

2030 1.38 7.28 3.64 3.23 15.00 



Mega-Trader: Relative to Own GDP 
Actual trade (as 
percent of GDP) 

Percent over-
trading  /1 

Percent over-
trading  /1 

Percent over-
trading  /1 

Controlling for 
size 

Controlling for 
size and 

income level 

Controlling for 
size, income level 

and oil-based 
economies 

UK-1870  (sample = 26 countries) 
Exports 12.2% 339.3% 84.0% n.a. 

*** * n.a. 
USA-1975  (sample = 121 countries) 

Total trade (exports 
plus imports) 13.3% -29.7% -45.3% -47.5% 

*** *** *** 
Japan-1990 (sample = 131 countries) 

Total trade (exports 
plus imports) 19.7% -40.4% -52.9% -53.7% 

*** *** *** 
China-2008 (sample = 136 countries) 

Total trade (exports 
plus imports) 56.5% 70.7% 68.6% 74.1% 

*** *** *** 



6. Rise of Regionalism and Impending 
Rise of Mega Regionalism 
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Free Trade & Economic Integration Agreements 

Economic Integration Agreements 

Custom Unions 

Free Trade Agreements 

Partial Scope Agreements 



Global Challenges 

• West: Hyper-globalization meets economic 
and fiscal weakness 

– Rise of international tax cooperation 

 

• Rise of China: Bretton Woods rules for us and 
hyper-globalization rules for others 

 

• Rise of mega-regionalism: Implications for 
multilateralism 

 



Challenge of the West: Good news 

• Good news/puzzle: The protectionist non-surge 
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Challenge of the West: Bad news 

• Ability to provide social insurance to cushion 
shocks of globalization declining (tax rates) 
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OECD average OECD weighted average 



Challenge of the West: Bad News 
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Ability to provide social insurance to cushion shocks of 
globalization declining (tax-base) 



External Trade Environment 

• US trade policy agenda has been resuscitated 

 

• Rise of Mega-regionalism: TPP and TTIP 

 

•  Features of mega-regionalism: 
– Benign 

– Not-so-benign: “containing” China 

 

• How will China respond? 

 

 



Thoughts on Indian Trade Engagement 
• International response 

– TPP versus RCEP 
– WTO 
– US-India FTA 

 
• Domestic Situation 

– Considerable liberalization: FDI, finance, agriculture (BUT PMA and 
LCRs); FTAs 

– Considerable need for liberalization: Government procurement, 
services 

 
• Is it time to become less defensive and more pro-active? 

 
• A thought: Trade policy and the harnessing of the 

“competition-between-states” dynamic  
 
 


