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EXECUTIVE SUMMARY 

Since our June 2010 report on G-20 protectionism, the global tone shows little 

improvement. However the G-20, with its roster of advanced and emerging economies, 

is uniquely situated to arrest the eruption of protectionist measures, and revive the 

stalled agenda of the Doha Round. In this report we first describe the continued 

instances of G-20 protection and the commendable unwinding of some earlier measures. 

We then turn to policy responses and our recommendations.  

 

Section I updates the extent of “final” and “pipeline” protectionist policies implemented 

or considered by the G-20 between November 2008 and September 2010. Using trade-

weighted averages of three metrics—number of discriminatory measures, number of 

tariff lines affected, and number of trading partners affected—we illustrate 

protectionist tendencies during the Great Recession and the ensuing recovery. A 

comparison between instances of protectionism recorded in our previous report and in 

this report indicates that protectionist sentiments have not yet abated. 

 

Section II analyzes earlier G-20 protectionist measures that are now expired or unwound. 

Using data collected by the World Trade Organization, expired and unwound G-20 

protectionist measures are assessed to evaluate the extent of “virtue” in each G-20 

member country. Virtuous acts are common among G-20 countries, but the number of 

protectionist measures implemented or considered during the same time period is 

about three times the number of expired or unwound measures.  

 

Section III summarizes the G-20 outlook for economic growth, unemployment, and fiscal 

and monetary policies. We report increasingly uneven growth, employment, and fiscal 

policy difference among the G-20 members.  
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Section IV summarizes recent exchange rate movements between major currencies. 

Three important exchange rate events are highlighted: the falling value of the euro as a 

result of the European sovereign debt crisis; the Chinese announcement, before the G-

20 Toronto Summit, that the RMB peg to the US dollar will come to an end; and the 

large and persistent appreciation of the yen. 

 

Section V summarizes recent deterioration in the US trade policy climate, largely as a 

consequence of outsized trade deficits and continued high unemployment. We highlight 

the emergence of protectionist themes within the US business community and among 

respected policy commentators. 

 

Section VI presents an updated list of policy recommendations for G-20 leaders. The G-

20 should adopt, as a strategic objective, enhancement of the global trading system. 

First on our list is a recommendation that the G-20 countries should point the way at the 

Seoul Summit to a successful conclusion of the Doha Development Round, by 

announcing of a hard 2011 deadline to conclude the negotiations.  

 

We make two other recommendations: the G-20 should convene a wisemen’s group of 

respected but retired officials to name and shame new episodes of protection. The G-20 

should also convene a regular meeting of trade ministers in conjunction with future 

summits. The meeting of ministers should be chaired by the Director-General of the 

WTO and should flag for G-20 leaders the most pressing trade problems of the day. 
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I OVERVIEW OF G-20 TRADE MEASURES 

 

Using the most recent data from Global Trade Alert (GTA), as of September 2010, we 

have updated the profile of G-20 protection. Unfortunately, since the release of our 

June report (based on data through February 2010), G-20 trade protectionist tendencies 

do not appear to have abated over the intervening months.
1
 If anything, they have 

gotten worse. 

 

Similar to our June report, we examine protectionist measures both implemented and 

under consideration in the G-20 countries, using several metrics. First, we construct 

time trends for both “final” and “pipeline” protectionist measures. Measures that are 

classified by the GTA as “most certainly” discriminatory and already implemented are 

labeled as “final” in our study.  

 

“Pipeline” measures are harder to count. Measures that are classified as “ambiguous” 

by the GTA are assigned this label when: (a) the measure has yet to be implemented, 

but if put in force will almost certainly discriminate against foreign commercial interests; 

(b) when the measure has already been implemented and is “likely” to be discriminatory 

(but not “most certainly” discriminatory); or (c) when the initiative contains a mix of 

policies and some are discriminatory and some are not. We call all these cases “pipeline” 

protection. However, we have examined the measures posted on the GTA website and 

have eliminated from the pipeline category certain “ambiguous” measures which, in our 

view, do not foretell trade discrimination.
2
  

                                                           
1 Hufbauer, Kirkegaard, and Wong (2010). G-20 Protection in the Wake of the Great 

Recession. 
2
 Appendix A, table A.1 lists the measures we have eliminated from our “pipeline” 

classification. 
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Trends of Final and Pipeline Protection 

The time trends of trade-weighted final and pipeline measures paint very different 

pictures, similar to what we discovered in our previous report.3 To begin, figure 1.1 

repeats the “twin peaks” observation made in our June study. The intial wave of 

protectionist measures, shown by the number of measures, the number of tariff lines, 

and the trading partners affected, peaked in the first quarter of 2009. This peak 

represents the highest trade-weighted level of protectionist measures implemented and 

trading partners affected, an average of 4.8 measures per G-20 country and 83.9 trading 

partners were affected per G-20 country (table 1.1). The third quarter of 2009 shows 

another peak, and represents the highest levels of tariff lines affected: an average of 

55.3 tariff lines were affected per G-20 country.  

 

Looking at the breakdown among G-20 members, the two peaks were driven by 

different countries. The United States was mostly responsible for the first peak, with 

Russia and Germany piling on. The second peak was mostly driven by China, again with 

Russia and Germany piling on.  

 

After the second peak, all three metrics of implemented measures have fortunately 

been on the decline, although the average number of trading partners increased slightly 

in the first quarter of 2010.  

 

Figure 1.2 shows the trend of pipeline cases. The trade-weighted trend shown in figure 

1.2 now differs from the trend shown in our June study because we have dropped 

                                                           
3
 Refer to Section V, Hufbauer, Kirkegaard, and Wong (2010) for detailed methodology 

on the construction of the trade-weighted time trends used here.  
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certain ambiguous measures (as explained earlier). However, a disturbing trend of rising 

pipeline measure has emerged. The third quarter 2009 marks the peak number of 

pipeline measures, at an average of 6.2 measures per G-20 country. However, the other 

two metrics peaked in the second quarter of 2010, hinting that more tariff lines and 

trading partners will potentially be affected late in 2010 or in 2011. In the second 

quarter of 2010, there were an average of 188.2 tariff lines and 101.5 trading partners 

potentially affected per G-20 country. The third quarter of 2010 show a drastic decline 

but we believe that documenting protectionist measures take time and there may be 

more to come. 

 

The peak in the second quarter of 2010 was led by the United States. Two big measures 

underlie this finding. The first is a bill designed to strengthen customs enforcement for 

apparel, introduced on May 25, 2010, by Representative Larry Kissell and a bipartisan 

group of 23 cosponsors. The Textile Enforcement and Security Act (TESA) would 

substantially increase the screening of imported apparel products in an effort to search 

out commercial misdeeds (such as false labeling of the country of origin). More intense 

screening could raise the cost of doing business. This measure potentially affects 150 

tariff lines and 98 trading partners. The second is a bill to ban imports of goods for 

which no registered domestic agent has been established in the United States. This is 

currently under Congressional consideration. It would impose a new administrative 

burden on a wide range of imported products, since the importer must either establish 

an agent or stop shipments. The bill was sponsored in the Senate by Senator Sheldon 

Whitehouse and introduced on August 7, 2009. If enacted, it would affect 886 tariff lines 

and 177 trading partners.  

 

While final protectionist measures have now entered a downward trend, the pipeline 

protectionist measures show little sign of abating. The disturbingly steep upward spike 
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in the second quarter of 2010 suggests that the world economy still faces a serious 

protectionist challenge.   

 

Rising Protectionist Tendencies 

Table 1.3 shows the percentage change in final and pipeline protectionist measures by 

the G-20 countries between our previous report and the current report, again using 

three metrics: the number of discriminatory measures, the number of tariff lines, and 

the number of trading partners affected. Final protectionist measures among the G-20 

countries increased around 31%. Tariff lines affected increased by about 52% and 

trading partners affected rose by about 43%.
4
 

 

Pipeline measures considered by G-20 countries show a 28% increase. The number of 

tariff lines potentially affected only increased by 11%, but the number of trading 

partners potentially affected jumped 66%.
5
 This huge jump is mainly due to measures 

under consideration in the United States, as explained earlier. 

 

In these calculations, we do not count the revisions made by Global Trade Alert since 

our June report, whether in dropping measures or changing the number of trading 

partners and/or tariff lines affected. Hence the reported increases are strictly limited to 

new measures implemented or considered since the June report. Likewise, the pipeline 

protectionist measures eliminated from the present report (following our own judgment 

as to their discriminatory nature) are retroactively excluded from our earlier report so 

that the reported increase is strictly confined to new episodes.  

                                                           
4 The number of trading partners affected by these measures includes repeated counts 

of the same country.  
5
 Again, the number of trading partners affected by these measures includes repeated 

counts of the same country.  
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Country Rankings of G-20 Protectionism 

The biggest G-20 contributors to the increased frequency of protectionist measures 

have seen a shift in their rank order. Table 1.4 ranks the G-20 countries according to the 

total number of final protectionist measures implemented between the start of the 

Great Recession and fall 2010, using the three metrics mentioned earlier. Russia is still 

the most protectionist country under all three metrics. Argentina, India, and Indonesia 

are also consistently in the top five places. Compared to the last study, China has moved 

slightly down the list. Germany, France, Brazil, and China place in the top five spots for 

only one of the three metrics. The least protectionist countries in terms of final 

protectionist measures remain the same: South Africa, Saudi Arabia, Canada, Australia, 

and Korea. Turkey has improved to be the least protectionist country in terms of tariff 

lines and trading partners affected. 

 

Table 1.5 ranks the G-20 countries according to the total pipeline protectionist 

measures considered between the start of the Great Recession and the fall of 2010. The 

United States is still squarely the most protectionist country in terms of pipeline 

protectionist measures, based on the number of measures considered and the number 

of trading partners potentially affected. The United States is ranked number two in 

terms of the number of tariff lines potentially affected. Russia has dropped to the third 

spot in trading partners affected and the fourth spot in tariff lines affected, as well as no 

longer ranks among the top five in number of measures under consideration. Brazil, 

China, and India remain among the top five most protectionist countries based on 

pipeline metrics. Saudi Arabia, Korea, Mexico, and Australia are the least protectionist 

countries in terms of pipeline measures.  
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Table 1.6 shows composite country rankings, derived by averaging the ranks of 

countries across the three metrics for both final and pipeline measures. The top five 

most protectionist countries remain almost the same, namely Russia, the United States, 

India, Argentina, and Brazil. Brazil increased in rank from number 5 in the last report to 

number 3 in this report, while Argentina dropped in rank from number 4 to number 5. 

The least protectionist countries across the metrics are Turkey, Australia, Republic of 

Korea, and Saudi Arabia. South Africa are no longer qualify for the “honor roll” of the 

five least protectionist countries, while Canada is now a member. As emphasized in our 

earlier report, these composite rankings do not gauge the economic impact of the 

measures implemented or considered. 

 

“Jumbo” Measures 

The 6
th

 Global Trade Alert report identifies 22 “jumbo” measures—measures that are 

likely to adversely affect both a large number of trading partners and a sizeable amount 

of commerce. Of these 22 measures, only 3 were implemented by countries that are not 

in the G-20. All of the G-20 jumbo measures are included in the tallies already 

summarized. According to calculations in the GTA report, a conservative estimate of the 

total trade coverage for the jumbo measures implemented by G-20 countries amounts 

to about $1.3 trillion or 8.4% of total world imports in 2008. A less conservative 

estimate suggests that the jumbo measures could affect $2.1 trillion or 12.8% of total 

world imports in 2008.
6
 In other words, confining the “damage assessment” just to 

jumbo measures, the protectionist threat is not trivial.  

 

 

                                                           
6
 Refer to Chapter 4 in Unequal Compliance: The 6

th
 GTA report for an in-depth 

explanation of the methodology in classifying “jumbo” measures and computing the 

total trade coverage of these measures.  
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Summary 

• Trade-weighted final protectionist measures among the G-20 countries show a 

downward trend. However, trade-weighted pipeline protectionist measures 

among the G-20 countries show a disturbing rise. 

• Since our last report, the average number of final protectionist measures by the 

G-20 countries shows an increase of around 31%. The number of tariff lines 

affected shows an increase of around 52% and the number of trading partners 

affected shows a rise of about 43%. Pipeline measures considered by G-20 

countries have seen a 27% increase. Tariff lines potentially affected have 

increased by a mere 11%, but the number of trading partners potentially 

affected has jumped 66%. 

• Russia is still the most protectionist country on all three metrics in terms of final 

protectionist measures. Argentina, India, and Indonesia are also consistently in 

the top five places. 

• In terms of pipeline protectionist measures, the United States is still squarely the 

most protectionist country, based on the number of measures considered and 

the number of trading partners potentially affected. Brazil, Russia, China, and 

India generally remain among the top five most protectionist countries based on 

pipeline metrics. 

• In the composite country rankings, the most protectionist countries are Brazil, 

Russia, the United States, India, and Argentina. The least protectionist countries 

across the metrics are Turkey, Saudi Arabia, Republic of Korea, and Australia. 
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Figure 1.1: Trade-Weighted Averages of Final Protectionist Policies 

Implemented, 2008Q3 to 2010Q3

Number of Measures 

Implemented
Number of Tariff 

Lines Affected

Number of Trading 

Partners Affected

Source: Global Trade Alert (2010), International Monetary Fund DOTS (2010); World Bank Trade Watch (Second Quarter 2010); Authors' calculations.
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Table 1.1 Trade-Weighted Average Number of Final Protectionist Measures, Classified by Metric

2008Q3 2008Q4 2009Q1 2009Q2 2009Q3 2009Q4 2010Q1 2010Q2 2010Q3

Number of Measures Implemented 0.38 1.01 4.82 3.16 3.32 3.14 2.56 1.26 0.31

Number of Tariff Lines Affected 1.32 16.26 49.23 22.09 55.34 18.45 13.84 7.25 2.47

Number of Trading Partners Affected 14.91 20.57 83.91 43.54 81.30 40.76 47.75 18.93 3.42

Notes:

Source: Global Trade Alert (2010), International Monetary Fund DOTS (2010); World Bank Trade Watch (First Quarter 2010); Authors' 

calculations.

Final protectionist measures are screened by the authors and include implemented measures that are classified as clearly trade 

distortive by Global Trade Alert. Chinese Taipei and Hong Kong are counted as separate trading partners from China. European 

Communities are considered one trading partner.All other G-20 countries apart from the European Union are included in these 

calculations.  Trade figures for the 2010Q1 and 2010Q2 is taken from World Bank Trade Watch. Trade growth for 2010Q3 is assumed to be 

the same as 2010Q2.
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Figure 1.2: Trade-Weighted Averages of Pipeline Protectionist Policies,            

2008Q3 to 2010Q3

Number of  Pipeline 

Measures 

Number of Tariff 

Lines Potentially 

Affected

Number of 

Trading Partners  

Potentially 

Source: Global Trade Alert (2010), International Monetary Fund DOTS (2010); World Bank Trade Watch (Second Quarter 2010); Authors' calculations.
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Table 1.2 Trade-Weighted Average Number of Pipeline Protectionist Measures, Classified by Metric

2008Q3 2008Q4 2009Q1 2009Q2 2009Q3 2009Q4 2010Q1 2010Q2 2010Q3

Number of Measures Considered 0.03 0.42 0.65 2.96 6.18 3.04 1.84 4.22 0.72

Number of Tariff Lines Potentially Affected 0.02 0.42 14.61 57.35 61.22 5.48 9.40 192.68 5.62

Number of Trading Partners Potentailly Affected 0.10 5.78 15.42 74.51 65.79 17.66 23.08 104.50 4.35

Notes:

Pipeline protectionist measures are screened by the authors and include either measures not yet implemented or measures classified as not 

clearly trade distortive by Global Trade Alert. Chinese Taipei and Hong Kong are counted as separate trading partners from China. European 

Communities are considered one trading partner.All other G-20 countries apart from the European Union are included in these calculations. 

Trade figures for the 2010Q1 and 2010Q2 is taken from World Bank Trade Watch. Trade growth for 2010Q3 is assumed to be the same as 2010Q2.

Source: Global Trade Alert (2010), International Monetary Fund DOTS (2010); World Bank Trade Watch (First Quarter 2010); Authors' 

calculations.
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(Percentage) (Percentage) (Percentage)

Final Measures 30.6 51.7 43.4

Pipeline Measures 27.4 11.0 65.8

Note: 

Source: Global Trade Alert, 2010 (www.globaltradealert.org)

Table 1.3 Increases in total number of protectionist measures amongst the G-20 countries 

between February and September 2010, classified by metric.

The increases described here take into account two things. First, between the last report 

and this one, several measures were revised by the database. These revisions include the 

dropping of some measures as well as the change in number of tariff lines and trading 

partners affected for the same measure. We exclude these revisions from our 

calculations. Second, we eliminated some measures that in our view, are not 

discriminatory from the pipeline count (see Appendix A for the eliminated measures). 

These eliminated measures were also taken out of the count in our June report.

Number of 

discriminatory 

Number of tariff lines 

affected by 

Number of trading 

partners affected by 
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Table 1.4 Final protectionist trade measures imposed between 2008Q3 and 2010Q3
a

(classified by metric and country)

1 Russian Federation (75) Russian Federation (790) Russian Federation (1812)

2 Argentina (50) India (748) Argentina (1000)

3 India (40) Argentina (664) India (700)

4 Germany (29) China (422) Indonesia (662)

5 Brazil (27) Indonesia (403) France (474)

6 United Kingdom (26) Brazil (259) China (412)

7 Indonesia (24) United Kingdom (148) Germany (396)

8 China (20) Japan (138) United Kingdom (344)

9 Italy (19) United States (129) Brazil (336)

10 France (14) Mexico (128) Italy (325)

11 United States (14) France (109) United States (229)

12 Japan (12) Italy (45) Japan (193)

13 Australia (11) Germany (29) Republic of Korea (159)

14 South Africa (10) Saudi Arabia (19) South Africa (149)

15 Canada (9) Australia (13) Australia (107)

16 Mexico (8) South Africa (13) Canada (69)

17 Saudi Arabia (8) Republic of Korea (12) Saudi Arabia (61)

18 Turkey (8) Canada (11) Mexico (44)

19 Republic of Korea (5) Turkey (11) Turkey (18)

Source: Global Trade Alert, 2010 (www.globaltradealert.org)

c. Chinese Taipei and Hong Kong are counted as separate trading partners from China. 

European Communities are considered one trading partner.

Rank

Ranked by number of 

discriminatory measures 

considered
b

Ranked by number of 

tariff lines potentially 

affected
b

Ranked by number of 

trading partners 

potentially affected
c

a. For the purposes of this table, "almost certainly" discriminatory measures that have 

been implemented, as identified by the Global Trade Alert, are counted as final 

measures. 

b. Final measures imposed by Germany, France, Italy, and the United Kingdom include 

the final  measures imposed by the European Union as a whole, plus the measures 

imposed by the individual countries. 
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Table 1.5 Pipeline protectionist trade measures considered between 2008Q3 and 2010Q3
a

(classified by metric and country)

1 United States (52) Brazil (1583) United States (973)

2 India (32) United States (1327) China (444)

3 Argentina (31) India (472) Russian Federation (383)

4 China (18) Russian Federation (463) Brazil (372)

5 Brazil (19) China (278) Canada (351)

6 France (17) Indonesia (69) India (283)

7 Canada (17) South Africa (48) Argentina (122)

8 Germany (16) Japan (47) Indonesia (122)

9 United Kingdom (15) Argentina (44) Germany (99)

10 Italy (14) Canada (38) France (94)

11 Indonesia (12) Germany (29) South Africa (86)

12 Russian Federation (12) France (22) Japan (75)

13 Turkey (8) Italy (17) United Kingdom (31)

14 Mexico (5) United Kingdom (17) Italy (24)

15 Republic of Korea (5) Turkey (12) Turkey (16)

16 South Africa (5) Mexico (7) Australia (8)

17 Australia (4) Australia (6) Mexico (7)

18 Japan (2) Republic of Korea (4) Saudi Arabia (7)

19 Saudi Arabia (2) Saudi Arabia (3) Republic of Korea (4)

Source: Global Trade Alert, 2010 (www.globaltradealert.org)

c. Chinese Taipei and Hong Kong are counted as separate trading partners from China. 

European Communities are considered one trading partner.

Rank
Ranked by number of  

measures considered
b

Ranked by number of tariff 

lines potentially affected
b

Ranked by number of 

trading partners 

potentially affected
c

a. For the purposes of this table, measures that are either not yet implemented or are not 

clearly trade distortive, as identified by the Global Trade Alert, are counted as pipeline 

measures. However, we have eliminated certain measures recorded in the GTA report 

that, in our view, are not discriminatory.

b. Pipeline measures imposed by Germany, France, Italy, and the United Kingdom include 

the pipeline  measures imposed by the European Union as a whole, plus the measures 

imposed by the individual countries. 
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Rank Country 

1 Russian Federation

2 United States

3 Brazil

4 India

5 Argentina

6 China

7 Indonesia

8 France

9 Germany

10 United Kingdom

11 Canada

12 Japan

13 Italy

14 South Africa

15 Mexico

16 Republic of Korea

17 Australia

18 Saudi Arabia

19 Turkey

Source: Global Trade Alert, 2010 (www.globaltradealert.org)

Table 1.6 Composite G-20 Country Rankings of Final and Pipeline protectionist trade measures 

implemented and considered between 2008Q3 and 2010Q3
a

a. Final and pipeline protectionist measures are averaged for each country to create the 

ranking in Table 1.7. These rankings are then averaged across the three metrics for each 

country in order to create a composite country ranking for final and pipeline protectionist 

measures combined. See Tables 1.4, 1.5, and 1.7 for further details. 
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(classified by metric and country)

1 Russian Federation (44) Brazil (921) Russian Federation (1098)

2 Argentina (41) United States (728) United States (601)

3 India (36) Russian Federation (627) Argentina (561)

4 United States (33) India (610) India (492)

5 Brazil (23) Argentina (354) China (428)

6 Germany (23) China (350) Indonesia (392)

7 United Kingdom (21) Indonesia (236) Brazil (354)

8 China (19) Japan (93) France (284)

9 Indonesia (18) United Kingdom (83) Germany (248)

10 Italy (17) Mexico (68) Canada (210)

11 France (16) France (66) United Kingdom (188)

12 Canada (13) Italy (31) Italy (175)

13 Australia (8) South Africa (31) Japan (134)

14 South Africa (8) Germany (29) South Africa (118)

15 Turkey (8) Canada (25) Republic of Korea (82)

16 Japan (7) Turkey (12) Australia (58)

17 Mexico (7) Saudi Arabia (11) Saudi Arabia (34)

18 Saudi Arabia (5) Australia (10) Mexico (26)

19 Republic of Korea (5) Republic of Korea (8) Turkey (17)

c. Chinese Taipei and Hong Kong are counted as separate trading partners from China.

Source: Global Trade Alert, 2010 (www.globaltradealert.org)

Table 1.7 Average of final and pipeline protectionist trade measures imposed between 

2008Q3 and 2010Q3
a

Rank
Ranked by number of  

measures considered
b

Ranked by number of tariff 

lines potentially affected
b

Ranked by number of 

trading partners 

potentially affected
c

a. For the purposes of this table, "almost certainly" discriminatory measures that have 

been implemented, as identified by the Global Trade Alert, are counted as final 

measures. Measures that are either not yet implemented or are not clearly trade 

distortive, as identified by the Global Trade Alert, are counted as pipeline measures. 

b. Measures imposed by Germany, France, Italy, and the United Kingdom include the 

measures imposed by the European Union as a whole, plus the measures imposed by the 

individual countries. 
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II UNWOUND AND EXPIRED G-20 PROTECTION 

 

As illustrated in our June report, the character of G-20 protectionist measures 

implemented since the Great Recession shows a great deal of variation. Several 

measures were short-term in nature and may no longer be enforced or play any 

practical role in hindering trade. To gain a clearer picture of these measures, we analyze 

the scope of protectionist measures that have either been unwound as a matter of 

policy or just allowed to expire according to the terms of national legislation. 

 

The World Trade Organization (WTO) has compiled a report on the status of each 

protectionist measure implemented by G-20 countries since October 2008. The 

information on protectionist measures are collected from a number of sources and 

governments involved are then invited to verify these measures. Using the latest status 

of protectionist measures in the WTO report, we have created a ranking of “trade policy 

virtue” among the G-20 member countries.  

 

In our view, when countries voluntarily unwind their protectionist trade measures, they 

deserve special praise. Withdrawn measures are thus assigned a high rank in our “virtue” 

scale. An example is India which removed its 20% duty on imported soybean oils in April 

2009. This duty had been imposed in November 2008.
7
  

 

A medium rank of virtue is assigned to measures that have a fixed period of 

effectiveness or have been allowed to expire in a context when they could have been 

extended. An example of a measure having a fixed duration is Russia’s decision to 

                                                           
7
 This measure was reported by the Global Trade Alert as well as the WTO report, WTO 

(2010). 
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increase its import tariffs on corn starch and manioc starch for nine months. This 

measure was effective until February 2010.
8
 An example of a measure that was allowed 

to expire, but could have been extended, is the EU decision to establish an additional 

quantitative limit on the imports of out-of-quota white sugar in respect of marketing 

year 2009-10. The quota was fully allocated by February 22, 2010, and the measure was 

allowed to expire in June 2010.
9
  

 

A low rank of virtue (but virtue nonetheless) is reserved for terminated anti-dumping, 

countervailing, and safeguard duties or investigations. Termination of these measures 

usually requires little conscious effort on the part of senior government officials. Instead, 

termination is a matter of national legislation, which usually conforms to WTO rules. 

 

In some instances policy changes may facilitate freer trade, but these instances are not 

recorded in our count. Notable are cases where a country unwinds part of a 

protectionist measure, but not the entire measure. An example was Russia’s import ban 

of all meat and meat products from Mexico and the United Kingdom, as well as some 

parts of Canada, the United States, and 24 Central American and Caribbean countries. 

This measure was inspired by the A(H1N1) flu. Since then, some bans have been lifted 

but only on a case-by-case basis.
10

 We did not judge partial withdrawal of this nature to 

be sufficiently “virtuous” to be included in our count. As well, we did not count 

measures that have been temporarily suspended because such measures can easily be 

resumed at the end of the suspension period. An example is the 9-month suspension on 

                                                           
8
 Refer to WTO (2010) for further details. 

9
 Refer to WTO (2010) for further details. 

10
 Refer to WTO (2010) for further details. 



24 

 

anti-dumping duties on EU imports of glyphosate from China. The duties were imposed 

on February 1998 and they were suspended in May 2009 for 9 months.
11

  

 

Table 1.2 shows the number of virtuous acts performed by each of the G-20 countries, 

according to the three categories of virtue just discussed. We do not, however, assign a 

virtue rank to countries themselves for the simple reason that a prior record of trade 

“sin” makes it easier for the same country to do virtuous deeds today.
12

  

 

As seen from table 1.2, many G-20 countries have scored acts in the low virtue scale. 

This reflects the fact that they terminated a large number of anti-dumping, 

countervailing duty, and safeguard investigations. Russia, however, stands out as the 

country with the most terminations classified as high virtue because several import 

tariffs were abolished in January 2010.
13

 And Russia by far has the most medium virtue 

acts among G-20 countries, some 23 instances, mostly because of temporary import 

tariffs that were allowed to expire.
14

  

 

India has the largest number of anti-dumping, countervailing, and safeguard 

investigations terminated at 23. This record is closely followed by Mexico with 22 

terminations and the European Union with 21.  

 

                                                           
11

 Refer to WTO (2010) for further details. 
12

 Without taking into the account how protectionist a country was in the wake of the 

Great Recession, there is no accurate way of judging whether the country’s virtuous acts 

actually level the playing field for its trading partners by comparison with the status quo 

ante.  
13

 Refer to WTO (2010) for further details. 
14

 Refer to WTO (2010) for further details. 
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It is important to put the virtuous acts by G-20 countries in perspective. On our count, a 

total of 173 virtuous acts were performed by the G-20 countries since October 2008. In 

the same time span, a total of 409 final protectionist measures were implemented by 

the G-20 countries, and another 286 pipeline measures were considered. The total of 

final and pipeline protectionist measures, 695 measures, exceeds the total of virtuous 

measures by a factor of three. Measures allowed to expire or deliberately unwound by 

the G-20 countries are small in number compared to protectionist measures put in place 

by the same countries. The instances when protectionist measures were withdrawn 

deserve praise, but they remain a fraction of the protectionist measures either 

implemented or considered. 
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High Medium Low

Argentina 0 0 7

Australia 0 0 11

Brazil 0 0 10

Canada 1 0 7

China 2 0 6

EU 0 0 21

India 2 0 23

Indonesia 1 1 1

Japan 0 0 1

Republic of Korea 1 0 4

Mexico 0 0 22

Russian Federation 7 23 0

Saudi Arabia 0 0 0

South Africa 0 0 12

Turkey 0 0 2

United States 0 1 7

Source: WTO (2010)

Scale of Virtue
Country

Table 2.1 Virtuous Acts by G-20 Countries that Terminate Trade Protection

Note: See the text for an explanation of the virtue scale.
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III G-20 OUTLOOK FOR ECONOMIC GROWTH, MACRO POLICY, AND UNEMPLOYMENT 

 

Divergent G-20 Growth Outlook 

Since the Toronto G-20 summit in late June 2010, the global economic outlook has been 

dominated by negative surprises in the United States and Europe. Persistently high US 

unemployment, weaker than expected housing market figures, and a widening trade deficit 

caused US growth in Q2 2010 to decline to 1.6 percent, down from 3.7 percent in Q1 2010, and 

5 percent in Q4 2009.
15

  

 

In Europe, aftershocks from the Greek debt crisis spread across Southern Europe and 

dampened the pace of recovery. Since then, the European Union registered a 1 percent GDP 

rise in Q2 2010, mainly driven by Germany’s stellar performance of 2.2 percent quarter-on-

quarter GDP growth, equivalent to an annual rate of 9.1 percent.16 EU unemployment has held 

steady at around 10 percent of the workforce since February 2010. 17 As a piece of good news, 

the European Commission reported that its eurozone “economic sentiment’ indicator was 

unexpectedly strong in August 2010. Meanwhile, the Japanese unemployment rate took an 

unexpected dip, the first time in six months, and is now 5.2%.
18

 The modest stimulus package 

offered by the Japanese government in August 2010, and the small steps taken by the central 

bank to curb the rising yen, elicited little enthusiasm in market circles.
19

  

 

                                                           
15

 See the BEA National Income and Product Accounts press release for the second quarter of 

2010. http://www.bea.gov/newsreleases/national/gdp/gdpnewsrelease.htm.  
16

 Financial Times, August 13, 2010. 
17 Financial Times, September 1, 2010. 
18

 Bloomberg, August 26, 2010. 
19

 Wall Street Journal, August 30, 2010. The government floated the option of an additional $20 

billion in new spending measures. AFP, August 18, 2010. 
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When developments in the United States, Europe, and Japan are juxtaposed strong expansion 

in the foremost emerging members of the G-20—Brazil, China, India and Indonesia—it is 

evident that different regions of the global economy continue to grow at highly disparate rates. 

Table 3.1 shows G-20 annual real GDP growth rates for 2009 and the latest projections for 2010 

and 2011. Table 3.1 indicates that large divergences in global growth rates are projected to 

extend through 2011. China and India are expected to maintain a rapid pace of expansion, 

while recovery in the United States, Europe, and Japan looks to slow down from the modest 

pace experienced in the first half of 2010.  

 

The last column of table 3.1 portrays the cumulative impact of divergent growth rates over a 

three-year period (2009-2011). Neither Europe nor Japan is projected to have regained, by 

2011, the cumulative economic output lost during the Global Recession. The United States and 

Canada, which had milder recessions, will grow modestly (3 to 4 percent) over the entire 3-year 

period.
20

 Large middle income members of the G-20, notably Russia, Mexico and Turkey, will 

also see only modest cumulative growth over the three-year period.  

 

Contrast these tepid records with the nearly 20 percent cumulative growth seen in Indonesia 

from 2009 to 2011, almost 25 percent in India, and over 30 percent in China. The magnitude of 

global growth discrepancies becomes is stunning: the Great Recession will have a lasting effect 

on the relative economic importance of G-20 members. 

 

Divergent growth prospects all but eliminate the pressure on G-20 members to coordinate their 

fiscal responses. During the first G-20 Summits in 2008 and 2009, a political consensus could be 

                                                           
20 According to the NBER, the United States has been in recession since December 2007, and 

hence entered into its downturn well before the Great Recession turned global following the 

financial crisis in September 2008. However, the cumulative impact of the US recession in GDP-

terms has been significantly lower than in Europe and Japan. 
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found that every country should step up its spending and/or slash its taxes. This is no longer the 

case. Reflecting the changed reality, at Toronto the G-20 leaders announced a new fiscal 

doctrine characterized by policies “differentiated for and tailored to national circumstances”.
21

 

This doctrine is likely to prevail for some time.  

 

G-20 Fiscal Policies, 2010-2011 

The first half of 2010 saw elevated stress in the European sovereign debt markets as the Greek 

crisis unfolded. Aggressive and immediate fiscal austerity measures were adopted, particularly 

among the Southern members of the euro-zone—Greece, Spain, and Portugal—as well as in 

Ireland. While Italy embraced a more modest budget consolidation package,
22

 the new British 

coalition government (Conservative/Liberal), upon ascending to office in the summer of 2010, 

announced draconian austerity measures.
23

 Despite a relatively benign budget position, the 

German government as well announced that it would embark on a policy of fiscal austerity. 

 

The wave of European austerity plans sparked fears, especially in Washington, that Europe 

might be tightening fiscal policy too soon and too fast, and jeopardize the global recovery. The 

weeks before the Toronto Summit featured publicized disagreement between Europe and 

America, first and foremost between German officials, intent on pursuing fiscal austerity, and 

the Obama officials, advocating a longer period of fiscal stimulus. 

 

It is interesting to juxtapose this very public debate with the economic numbers. Table 3.2 

shows G-20 fiscal balances in 2009, plus projections for 2010 and 2011. Very large fiscal deficits 

                                                           
21

 See G-20 Toronto Summit Declaration.  
22 See Kirkegaard (2010) and European Commission (2010) for a discussion and more detailed 

description of 2010 euro-zone austerity measures. 
23

 There is some justification, since Britain has the highest fiscal deficit among the G-20 

members. 
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evidently prevail among G-7 members, with double-digit deficits as a percent of GDP in the 

United States, Britain, Japan, and (almost) France. India will also post double-digit deficits for 

both 2009 and 2010, indicating the fiscal outlook is very different among the large emerging 

members of the G-20. But superior future growth prospects for emerging G-20 members makes 

their long-term debt outlook far better than in the ageing industrialized countries. 

 

Despite the high-profile austerity measures adopted by Southern Europe during the spring of 

2010, and the controversy over fiscal stimulus in Toronto, the euro-zone as a whole is actually 

predicted to increase its fiscal stimulus during 2010 compared with 2009. This is particularly the 

case for Germany, which will see its fiscal deficit rise to 5.5 percent of GDP in 2010. Only in 

2011 will the euro-zone start the process of fiscal tightening. The process could last for years 

owing to several factors: (a) much higher sovereign bond yields now facing euro-zone 

governments; (b) imminent toughening of the EU Stability and Growth Pact, with sanctions 

against members that conduct unsustainable fiscal policies; (c) unilateral German requirements 

for a balanced federal budget by 2016; and (d) the rising political costs of high deficits following 

the Greek debt crisis. 

 

In contrast, while the United States in 2009 had a federal deficit twice the size of the euro-zone, 

following enactment of Obama’s $800 billion stimulus bill, gradual withdrawal of US fiscal 

stimulus began in the second half of 2010 and will likely accelerate in 2011. As laid out in CBO 

(2010), 70 percent of the budgetary effects of the American Recovery and Reinvestment Act 

(ARRA) had occurred by the end of FY2010 (i.e., by September 30
th

, 2010) and the budget 

effects will diminish rapidly during the fourth quarter of 2010 and beyond.  
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In other words, because the United States relied heavily on discretionary fiscal stimulus,24 the 

prospect ahead is for earlier and more potent fiscal contraction in the United States than in the 

euro-zone. Automatic fiscal stabilizers, tied to the welfare state, remain the core of the policy 

response in Europe. By contrast, the United States invoked a huge one-off fiscal stimulus 

program, and its effects are now fading. Meanwhile, despite a persistently large budget deficit, 

Japan is predicted to see little if any fiscal consolidation before 2011.  

 

Congressional opposition against more US federal government stimulus has solidified. The 

Obama administration must struggle to pass traditional “automatic stabilizers”, such as 

extension of unemployment benefits, and even runs into opposition over war funding bills.
25

 

Since July 2010, spending bills have been largely offset by a combination of spending cuts and 

tax increases, and hence do not deliver a strong stimulus effect.26 Whatever the outcome of the 

November 2010 elections, it seems almost certain that the US federal budget deficit (expressed 

as a percent of GDP) will narrow faster and further between 2010 and 2011 than deficits in the 

euro-zone.  

 

The large emerging members of the G-20, with the notable exception of India, have 

implemented relatively modest fiscal stimulus programs throughout the crisis, maintaining 

published deficits at around 2 to 3 percent of GDP. Russia is expected to decline to this range by 

2011.  

 

                                                           
24

 See OECD (2009) (Economic Outlook chapter 3) for an in-depth analysis of OECD national 

fiscal responses to the global economic crisis. 
25 Politico, June 18, 2010.  
26

 See, for instance, the scaled back August 2010 $26 billion state aid bill, aimed at helping state 

governments retain teachers on the job and pay their Medicaid costs. The costs had to be offset 

with cuts, among other things, to future food stamps programs. Politico, August 10, 2010.  
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However the vast majority of China’s sizable economic stimulus during the economic crisis 

came in the form of very rapid increases in lending by state-owned banks, not public deficits. 

This type of off-budget stimulus is not captured by the data in table 3.2; correspondingly the 

true scope of China’s economic stimulus significantly exceeds the 3 percent deficit reported in 

table 3.2. Saudi Arabia moved very forcefully to stimulate its economy after 2009, through 

government expenditures, but did so from a fiscal position of very large surpluses in 2008.
27

 

Perhaps frightened by the country’s experiences during the 1997 crisis, Korea is the only G-20 

member which is expected to post budget surpluses in 2010 and 2011. 

 

In summary, G-20 fiscal stimulus will likely remain robust throughout 2010, but austerity 

measures will take hold in 2011.  

 

G-20 Monetary Policies, 2010-2011  

A dramatic feature of the official response to the Great Recession was unprecedented 

monetary policy expansion, across the industrialized world. Central banks in the United States, 

Euro-zone, Britain and to a lesser extent Japan very rapidly cut short-term policy interest rates 

to record low levels in late 2008 and early 2009, and policy rates have been maintained near 

zero since the onset of the crisis.  Table 3.4 shows G-20 short-term policy interest rates among 

G-20 members, pre-crisis and today, as well as today’s approximate short-term real interest 

rates taking into account the rate of inflation.
 28

 

                                                           
27

 According to the IMF 2010 Article IV consultation with Saudi Arabia, the Saudi Arabian central 

government fiscal balance declined an astonishing 39 percentage points of GDP from a surplus 

of 33 percent in 2008 to a deficit of 6 percent of GDP in 2009. Of this decline, central 

government oil revenues accounted for 25 percent of GDP, and increased central government 

expenditure for 13 percent of GDP.  
28 The central bank short-term policy interest rates shown in table 3.4 are the interest rates 

charged by central banks to commercial banks and other financial institutions for loans received 

from the central bank. These rates are not the same as the (generally lower) interest rates 

central banks may target in their open market operations, such as the Federal Reserve’s Fed 
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Table 3.4 shows that, between pre-crisis 2007 and today, the Bank of England (BoE) cut its 

short-term policy rate by over 5 percentage points, the Federal Reserve by more than 4 

percentage points, and the Bank of Canada and European Central Bank (ECB) by over 3 

percentage points.  

 

Many emerging members of the G-20 participated in the general lowering of policy interest 

rates. Turkey cut a full 10 percentage points (to a still high 15 percent). South Africa, Saudi 

Arabia, Russia and Mexico cut their interest rates by more than 2 percentage points. The only 

G-20 member that did not cut its short-term policy rate interest rates, compared to 2007, is 

Argentina (a country characterized by high inflation), while India’s policy rate was kept stable at 

6 percent. All in all, the response reveals substantially greater and more sustained global 

monetary coordination than in the fiscal policy realm. 

 

The last column in table 3.4 roughly estimates short-term real interest rates today; the 

calculation is carried out by subtracting the one-year inflation rate from the nominal short-term 

interest rate. By this indicator, Britain has the most negative short-term real interest rate 

among industrialized countries, suggesting a high degree of monetary stimulation. British 

borrowers can expect to gain in purchasing power by taking out short-term loans. The US and 

Canadian short-term real interest rates are marginally negative and the euro-zone rate is 

marginally positive. Japan’s deflationary economic environment is illustrated by the fact that 

the real short-term rate (1.2%) is actually higher than the nominal rate (0.3%).  

 

                                                                                                                                                                                           

Funds Rate, or the ECB’s main refinancing operations fixed rate. Instead the data in table 3.4 for 

the United States is the Federal Reserve’s “Discount Rate”; for the euro-area the ECB’s 

“Marginal Lending Facility Rate”; for Britain, the Bank of England’s “Current Bank Rate”; for 

Japan, the Bank of Japan’s “Basic Loan Rate”; and for Canada, the Bank of Canada’s “Overnight 

Target Rate”.  
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Most of the advanced G-20 members today have real short-term rates of about zero, 

underlining the highly expansionary stance of global monetary policy. By contrast, real short-

term interest differentials between emerging members of the G-20 are quite large, ranging 

from extremely high real rates of over 12 percent in Brazil and over 7 percent in Turkey, to very 

negative real rates of minus 8 and 5 percent in India and Saudi Arabia respectively.
29

  

 

Short-term policy interest rates are essentially set by central banks, while longer-term interest 

rates are far more subject to market forces. Some G-20 central banks—notably the Fed, the BoE, 

the ECB, and the BoJ—have  attempted to provide further monetary stimulus by buying large 

quantities of long-dated bonds.
30

 These policies are controversial and are masked by different 

names. The Bank of Japan’s earlier policy was generally known as “quantitative easing” (QE), 

and the Bank of England uses the same term today.31 The Federal Reserve calls its new policies 

“credit easing”32 and the European Central Bank talks about “enhanced credit support”.33  

 

While implementation differences exist, the basic activity is the same. The central bank either 

expands its balance sheet either by lending private banks any unlimited amount of cash for a 

period, or the central bank purchases particular assets outright and places them on its own 

                                                           
29

 The fact that both Brazil and Turkey are the G-20 countries with the highest real interest 

rates likely reflects two things. First, creditors have long memories and both countries in the 

1980s and 1990s had periods of extremely high inflation. Second, both countries have seen a 

marked improvement of macro-economic management in recent years, which has slashed 

inflation rates. In time and following a longer record of stable economic policies, real interest 

rates in Brazil and Turkey are likely to decline. 
30

 The Bank of Japan earlier attempted something similar between 2001 and 2006.See 

Shiratsuka (2010) for Japan’s experiences. 
31

 See BoE (2010) for an overview.  
32 See Bernanke, Ben S. (2009), “The Crisis and the Policy Response,” Speech at the Stamp 

Lecture, London School of Economics, January 13, 2009. 
33

 See Trichet (2009) “The ECB‟s Enhanced Credit Support,” Keynote address at the University 

of Munich, July 13, 2009.  
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balance sheet. Either way, the intended effect is to lower interest rates on longer-term assets, 

boost the prices of these assets, and thereby stimulate the economy. 

 

In late 2008, the Federal Reserve expanded its balance sheet by about 250 percent to between 

$2.2 and $2.4 trillion, a level where it remains today.34 The Bank of England expanded its 

balance sheet by over 300 percent, adding £200 billion through the UK Asset Purchase 

Facility.
35

 The ECB expanded by about 50 percent in late 2008. Later, following the Greek debt 

crisis in May 2010, the ECB set up its Securities Market Program (SMP), aimed at outright 

purchases of euro-denominated sovereign bonds. By late August 2010, SMP purchases stood at 

€61 billion, while the ECB purchased a similar amount of European “covered bonds” under its 

Covered Bond Purchase Program (CBPP).
36

 

 

With the global economic outlook uncertain and inflation well-contained, short-term policy 

rates in the industrialized members of the G-20 look set to remain extremely low for some time. 

Neither the Fed, the BoE, the ECB, nor the BoJ is expected to raise short-term rates before the 

second half of 2011, though modest tightening in resource rich members like Canada and 

Australia has already begun.  

 

                                                           
34

Federal Reserve Board, table of overview and memorandum items (2010).  
35

 See Bank of England, Asset Purchase Facility Results (2010). 
36 See the ECB press release on August 31, 2010. These purchases were sterilized by the ECB, 

which sold other assets. The CBPP was implemented in July 2009 and was expected to be fully 

implemented by the end of June 2010 the latest. As a rule, the covered bonds must: (1) be 

eligible for use as collateral for Eurosystem credit operations; (2) comply with the criteria set 

out in Article 22(4) of the Directive on undertakings for collective investment in transferable 

securities (UCITS) or similar safeguards for non-UCITS-compliant covered bonds; (3) have an 

issue volume of about €500 million or more and, in any case, not lower than €100 million; (4) 

have been given a minimum rating of AA or equivalent by at least one of the major rating 

agencies (Fitch, Moody’s, S&P or DBRS) and, in any case, not lower than BBB-/Baa3; and (5) 

have underlying assets that include exposure to private and/or public entities. See ECB press 

release on June 4, 2009. 
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In fact, the Fed recently declared its continued willingness – if needed – to resume efforts to 

push down long-term interest rates,
37

 while the ECB has committed to maintaining liquidity 

support until 2011.
38

 In summary global monetary policy looks set to remain highly 

expansionary for most of the year ahead and provide considerably more support for economic 

growth than fiscal policy. If the central banks succeed in their shared endeavor that will do a 

great deal to alleviate protectionist trade pressures. 

 

G-20 Labor Market Outlook 

Diverging G-20 growth rates have spelled equally divergent developments in G-20 

unemployment experience. This is illustrated in table 3.3. 

 

G-20 members Argentina, Australia, China, Indonesia, Korea and Saudi Arabia—countries which 

did not experience deep recessions during 2009—have not seen much change in their 

unemployment levels. Instead the rise in unemployment during the Great Recession has been, 

and will continue to be, concentrated in the advanced economies, particularly in the United 

States. Unlike Europe and Japan, where unemployment has been contained within established 

norms, the United States will experience near double-digit rates of unemployment for a 

duration not seen since the Great Depression. Unemployment rates likewise remain 

unacceptably high in Turkey and South Africa. 

 

While politicians dwell on unemployment rates, an equally important economic indicator is the 

total number of hours worked. This number determines the total labor input for the economy 

and reflects both changes in employment and changes in working hours. Table 3.3 shows that 

                                                           
37 See Bernanke, Ben S. (2010), “The Economic Outlook and Monetary Policy,” Speech at the 

Federal Reserve Bank of Kansas City Economic Symposium, Jackson Hole, Wyoming, August 27, 

2010. 
38

 See ECB press conference with Jean-Claude Trichet, September 2, 2010.  
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trends in total hours worked have varied significantly across the OECD members of the G-20. 

According to the latest data, by far the largest declines between 2008 and 2009 occurred in 

Japan and the United States, at around 5 percent, compared to roughly 3 percent in Europe and 

Canada. 

 

Since the US unemployment rate has roughly doubled since the beginning of the Great 

Recession, most of the decline in US hours worked represents job losses. By contrast, Japan has 

seen a very small rise in unemployment, and the decline in Japanese hours worked largely 

reflects reduced hours per employee. A similar difference exists within Europe, where Germany, 

with a slightly larger decline in total hours worked than France, has experienced a far smaller 

rise in unemployment. Again this suggests a larger reduction in reduced hours per employee 

than in France.  

 

As shown in the last column of table 3.3, a decline in total hours worked has major implications 

for national productivity growth. For the United States, this is the positive flipside of the leap in 

unemployment between 2008 and 2009: productivity per employed worker continued to 

increase.39 By contrast, other G-20 members, notably Germany and Japan, which experienced 

similar declines in total hours worked, but flat unemployment, saw large declines in average 

worker productivity. Given these differences, it’s not surprising that corporate earnings have 

held up much better in the United States than in Germany or Japan. 

 

As described in our first report, Germany (and a few other OECD countries) implemented large-

scale short-time working schemes at the beginning of the global downturn; these were desiged 

to encourage adjustment through working hours rather than layoffs. The measures seem to 

                                                           
39

 The proxy used in table 3 for productivity data is change in real GDP per employed worker. 

This proxy was chosen to maximize G-20 data availability; it is materially different than 

productivity measures which are estimated on a “per hour” basis. 
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have facilitated a high degree of labor hoarding, especially in Germany, but also in Japan, Italy, 

and a few other economies.
40

 This practice will limit future job growth when those economies 

recover.  

 

In fact, experience from past recessions suggests that jobless recoveries are more likely 

following instances of labor hoarding. If working hours and productivity growth revert back to 

normal pre-crisis trends, even large economic expansions in GDP terms will not prompt much 

increase in the number of jobs. The risk to future employment creation is greatest in countries 

like Germany, Italy, Japan, and Korea. Based on past recessions, however, US job creation could 

be quite robust—once the economy gets beyond 2 percent growth. 

 

At the same time, if US economic growth slows down in the second half of 2010 and beyond, 

American unemployment rates could remain at close to double-digit levels for several years. If 

American firms learn to operate on a permanent basis with significantly lower labor inputs, and 

if millions of Americans lose valuable skills during a prolonged spell of unemployment, past 

recoveries may be a poor guide to future job creation. 

 

Finally, on a more cheerful note, the last column in table 3.3 shows that the large emerging 

members of the G-20—especially China, but also India and Brazil—continue to enjoy high 

worker productivity growth rates. Productivity numbers offer a firm foundation for continued 

rapid economic expansion in these three countries. 

 

Conclusion 

                                                           
40

 No strict definition of “labor hoarding” exists, but the phenomenon is usually associated with 

a sharp fall in labor productivity, as workers are kept on the payrolls during a downturn, so the 

firm does not lose skilled workers that might be needed during a future expansion. 
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In an invited paper presented for the Kansas City Federal Reserve Bank’s  Jackson Hole 

Symposium, Carmen Reinhart and Vincent Reinhart examined 15 severe post-Second World 

War financial crises in advanced and emerging economies and three synchronous global 

contractions—the Great Contraction after the 1929 stock market crash, the 1973 oil shock, and 

the 2007 US subprime collapse. Reinhart and Reinhart (2010) documented that advanced 

economies, as well as emerging markets, historically experience lower growth rates during the 

decade following the crisis. Similarly, unemployment rates are significantly higher than the 

decade preceding the crisis. Among advanced economies, the median unemployment rate is 

about 5 percentage points higher. Real housing prices generally remain below the level reached 

in the year before the crisis.
41

  

 

On cue, at the Jackson Hole Symposium, Fed Chairman Ben Bernanke echoed the slow recovery 

theme.42 He noted that “although output growth should be stronger next year, resource slack 

and unemployment seem likely to decline only slowly.” The bright note, in Bernanke’s speech, 

was an outline of policy options that the Fed can deploy to support the recovery, with an 

emphasis on quantitative easing (QE). Taken as a whole, however, the tone of official 

pronouncements was to prepare the voting public for a long period of slow growth. The 

Japanese public seems resigned to slow growth after two decades of that experience, and many 

Europeans, nested in the welfare state, are similarly accustomed. But whether the American 

public is prepared to accept this fate, without rejecting today’s political elite, and turning to more 

populist policies—including fresh episodes of protectionism—remains to be seen. 

                                                           
41

 Median of real housing prices are 15 to 20 percent lower in the eleven-year window after the 

crisis. 
42

 The Wall Street Journal, August 27, 2010 
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Country 2009
2010 

Projected

2011 

Projected

CAGR 2009-

2011
1

Argentina 0.7 3.5 3.0 7.4

Australia 1.4 3 3.2 7.7

Brazil -0.2 7.3 4.8 12.3

Canada -2.5 3.3 2.8 3.6

China 9.1 10 9 30.8

Euro Area -4.1 1.4 1.4 -1.4

France -2.6 1.5 1.6 0.4

Germany -4.9 2.6 1.9 -0.6

India 5.7 8.4 8.1 23.8

Indonesia 4.6 6.0 6.2 17.7

Italy -5.0 0.9 1.1 -3.1

Japan -5.2 2.9 1.6 -0.9

Korea 0.2 6.1 4.1 10.7

Mexico -6.5 4.5 3.7 1.3

Russia -7.9 4.8 4.4 0.8

Saudi Arabia 0.6 3.7 4 8.5

South Africa -1.8 2.6 3.6 4.4

Turkey -4.7 5.2 3.4 3.6

United Kingdom -4.9 1.4 1.8 -1.9

United States -2.4 2.7 2.5 2.7

1. CAGR: Compound Annual Growth Rate

Table 3.1: G-20 Real GDP Growth 

(Year/Year), 2009 to 2011

Source: IMF WEO; August 2010 BlueChip Consensus Forecast
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Country 2009
2010 

Projected

2011 

Projected

2009-10 

Change

2010-11 

Change

Argentina -0.7 N/A N/A N/A N/A

Australia -4.1 -5.0 -3.4 -0.9 1.6

Brazil -3.2 -1.3 N/A 1.9 N/A

Canada -5.0 -5.1 -2.8 -0.1 2.3

China -3.0 -3.0 N/A 0.0 N/A

Euro Area -6.3 -6.7 -5.3 -0.4 1.4

France -7.9 -8.2 -6 -0.3 2.2

Germany -3.2 -5.5 -4.5 -2.3 1.0

India -11 -11.2 -9.4 -0.2 1.8

Indonesia -2.6 -2.0 -1.6 0.6 0.4

Italy -5.3 -5.0 -3.9 0.3 1.1

Japan -10.3 -9.8 -9.1 0.5 0.7

Korea 0.0 1.1 1.0 1.1 -0.1

Mexico -2.3 -2.7 -2.3 -0.4 0.4

Russia -6.2 -5.6 -3.1 0.6 2.5

Saudi Arabia -6.1 -1.2 N/A 4.9 N/A

South Africa -4.4 N/A N/A N/A N/A

Turkey -5.6 -4.1 N/A 1.5 N/A

United Kingdom -12.6 -12 -9.1 0.6 2.9

United States -12.5 -11.0 -8.2 1.5 2.7

Source: IMF WEO and National Article IV Reports; EU Commission (2010)

Table 3.2: G-20 Government Fiscal 

Balances, 2009 to 2011 (percent of GDP)

Note: Brazil "Federal Government Data"; Mexico, Turkey data for "Non-

Financial Public Sector"; South Africa "National Government" data; and 

Indonesia and Saudi Arabia "Central government data".
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Country 2009 2010 Q1
2011 

Projected

2012 

Projected 

Change in Total 

Hours Worked 

2008-2009

Change in 

GDP/Person 

Employed 

2008-2009

Argentina 8.7 8.3 .. .. 1.6% -2.1%

Australia 5.6 5.8 5.2  4.9  -2.0% 0.4%

Brazi l 8.1 7.4 .. .. -1.5% 1.5%

Canada 8.3 8.7 7.9  7.2  -2.9% -1.5%

China (Urban Areas) 4.3 .. .. .. .. 8.5%

Euro Area 9.4 10.0 10.1  10.1  -3.0% -2.0%

France 9.5 10.5 9.8  9.5  -2.6% -0.5%

Germany 7.5 7.8 7.6  8.0  -2.8% -4.8%

India 10.7 (1) .. .. .. .. 3.9%

Indonesia 8.0 .. .. .. .. -0.3%

Italy 7.8 9.1 8.7  8.8  -1.7% -3.7%

Japan 5.1 5.1 4.9  4.7  -5.7% -2.5%

Korea 3.6 4.7 3.6  3.3  -0.3% -2.4%

Mexico 5.5 7.8 5.0  4.5  -1.2% -0.3%

Russia 8.4 8.8 .. .. .. -3.7%

Saudi Arabia 11.7 (2) .. .. .. .. -2.9%

South Africa 23.9 23.2 .. .. .. -4.8%

Turkey 14.0 14.2 14.9  15.9  -1.3% -3.1%

United Kingdom 7.6 8.0 8.1  7.9  -2.8% -2.7%

United States 9.3 10.4 9.7  8.9  -4.9% 1.0%

Table 3.3: G-20 Unemployment Rates 2009 to 2012, 

Hours Worked and GDP/Hour

(1) Es timated val ue. The vas t majori ty of India 's  workforce is  rura l , sel f-employed, and l argely unaffected by 

l abor insti tutions.

(2) Es timated val ue for Saudi  males  onl y. Cons ervative s ocia l  norms regardi ng female l abor force 

participation and l arge numbers  of foreign workers  in Saudi  Arabia  both prevent col l ection of accurate 

economy-wi de es ti mates .

Source: OECD, IMF, Indian Ministry of Labor and Employment; CIA World Fact Book; The Conference Board Total 

Economy Database, January 2010
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Country 2007
Latest 

Available 

Change: 

2007-

Present

Real Short Term 

Interest Rates, 

Latest Available1

Argentina 8.67 9.20 0.53 -2.0

Australia 6.39 4.50 -1.89 1.4

Brazil 17.85 16.94 -0.91 12.3

Canada 4.50 0.75 -3.75 -0.2

China 3.33 2.79 -0.54 -0.1

Euro Area 5.00 1.75 -3.25 0.0

France 5.00 1.75 -3.25 0.1

Germany 5.00 1.75 -3.25 0.5

India 6.00 6.00 0.00 -7.7

Indonesia 8.00 6.26 -1.74 0.0

Italy 5.00 1.75 -3.25 0.1

Japan 0.75 0.30 -0.45 1.2

Korea 3.25 1.25 -2.00 -1.3

Mexico 7.66 4.92 -2.74 1.3

Russia 10.00 7.75 -2.25 2.3

Saudi Arabia 4.79 0.32 -4.47 -5.2

South Africa 11.00 6.50 -4.50 2.8

Turkey 25.00 15.00 -10.00 7.4

United Kingdom 5.67 0.48 -5.19 -4.3

United States 4.83 0.75 -4.08 -0.5

Table 3.4: G-20 Short-Term Policy Rates and Real 

Short-Term Interest Rates (annual percent)

Source: IMF IFS August 2010

1. Short-term policy interest rates deflated by latest avai lable Year/Year Consumer Purchasing 

Index (CPI) (Al l Items)
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IV GLOBAL EXCHANGE RATE MOVEMENTS 

 

Recent months have witnessed the resurgence of global trade imbalances: the monthly US 

merchandise trade deficit doubled from $25 billion in May 2009 to $50 billion in June 2010. 

During the summer of 2010 US exports stagnated, while imports continued to rise rapidly. 

These trends are illustrated in figure 4.1. 

 

Figure 4.2 shows developments in the bilateral dollar/euro, dollar/yen, and dollar/yuan rates 

from January 2000 to late August 2010. All in all, even though the dollar generally depreciated 

between late 2000 and late 2007, exchange rate movements did not arrest the rising US 

merchandise trade deficit. Econometric analysis indicates that exchange rate depreciation 

made a difference, but the buoyant US economy was a stronger force—both in drawing US 

imports and retarding US exports. 

 

Looking at developments since January 2009—a month when the US merchandise trade deficit 

approached its low point owing to collapsing demand—the dollar first depreciated then 

appreciated against the euro. During this period, the dollar generally depreciated against the 

yen, and changed very little against the yuan. Following the Greek debt crisis, the euro 

depreciated against the US dollar from about $1.50/€ in December 2009 to just below $1.20/€ 

by early June 2010, before recovering somewhat to $1.30/€ in August 2010.
43

 The most 

noteworthy movement among the large G-20 currencies during the crisis was the nearly 40 

percent appreciation of yen relative to the dollar, from about 116¥/$ in October 2007 to about 

85¥/$ in late August 2010.
44

  

                                                           
43

 In real effective terms, the euro dropped a less extensive 12 percent over this period. This 

calculation is based on data from IMF International Financial Statistics (IFS) August 2010. 
44

 The rise has triggered talk of Japanese central bank intervention in the foreign exchange 

markets to limit the yen’s appreciation. Bloomberg, August 28, 2010. 



 

45 

 

 

Recent changes in the broad trade-weighted real exchange rate of the dollar, shown in figure 

4.3, illustrate that ups and downs in the bilateral rate of the dollar against the most important 

global currencies (euro, yen, and yuan) smoothed out the broad real exchange rate index. 

Looking back over two decades, the big picture is a substantial appreciation of the dollar 

between the mid 1990s and 2001; a substantial fall between 2001 and 2007; and a roller-

coaster ride since 2007. The dollar today remains well below its long-term average value, but it 

is not low enough to shrink the merchandise trade deficit.  

 

To summarize the saga of the Great Recession, expressed on a broad trade-weighted basis, the 

dollar has been erratically stronger (when fear surged) and weaker (when fear receded). These 

movements have had little visible impact on the merchandise trade deficit. Instead, income 

changes, both in the United States and its trading partners, are the stronger forces affecting 

imports and exports and hence the trade balance. The impact of exchange rates can only be 

discerned using econometric techniques.  

 

That said, most professional economists are persuaded that exchange rate changes do affect 

the trade balance, but with a variable lag of one to two years. Moreover, senior US policy 

officials firmly believe that exchange rates matter; consequently since the second 

administration of President George W. Bush, they have pushed China to appreciate the yuan. 

Between 2005 and 2008, China responded by allowing the yuan to appreciate from $8.28/yuan 

to $6.85/yuan. Ahead of the Toronto G-20 Summit in June 2010, the Chinese government again 

relented by announcing a policy of exchange rate flexibility. Since then, however, the 

dollar/yuan exchange rate has barely changed. The yuan today remains roughly at the level of 

mid-2008, when a de facto peg was re-introduced after three years of gradual appreciation.  
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According to econometric estimates, rapid appreciation of the Chinese yuan would improve the 

US trade balance, especially if other East Asian currencies also appreciated against the dollar.
45

 

Cline (2010) calculates that a 20 percent real effective appreciation in the yuan would improve 

the US current account balance from a low estimate of $44 billion to a high estimate of $126 

billion.
46

 Even a move in the yuan of this large magnitude would not, however, eliminate the US 

trade deficit, now headed above $400 billion annually. 

 

A large and rising US trade deficit could pose political problems for the Obama Administration. 

If a rising trade deficit is accompanied by a very sharp expansion of US exports, the size and 

growth of the deficit would not be a big political issue. But that’s an optimistic scenario. If 

instead a rising trade deficit reflects soaring imports and sluggish exports, that’s another tale. 

The second scenario would spotlight the Administration’s failure to meet its stated goal of 

doubling US exports by 2014, and would focus political attention on the bilateral US-China 

trade balance and the dollar/yuan exchange rate. Coupled with persistent high US 

unemployment, renewed protectionist pressures seem highly likely in this scenario, with 

serious consequences for the world trading system.  

                                                           
45

 Cline and Williamson (2010) contend that in May 2010, East Asian currencies were 

substantially undervalued against the dollar on a “fundamental equilibrium exchange rate” 

(FEER) basis. The yuan, at a rate of 6.83 yuan to the dollar in May 2010, sharply contrasted with 

the Cline and Williamson estimate of 5.50 yuan to the dollar. The yen, at a market rate of 92 

yen to the dollar, was also much weaker than the Cline and Williamson estimate of 84 yen to 

the dollar. The Malaysian ringgit and the Singaporean dollar were also seriously undervalued, 

while the Philippines and Thailand currencies were somewhat undervalued. 
46

 The low end of the range is assumes no change in other Asia currencies. The high end of the 

range assumes large corresponding changes in other Asian currencies. See Cline (2010) for 

further details. 
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V DETERIORATION IN THE US TRADE POLICY CLIMATE 

 

On-the-ground opinions about trade 

Two background forces underlying negative US attitudes are, of course, persistent trade 

deficits (over $400 billion in 2010), and persistent high unemployment (over 9%). Many 

Americans link these economic facts as cause and consequence, even though the 

connection is badly misguided as a matter of economic analysis. 

 

To put the emergence of US protectionist themes in context, we start with a survey 

commissioned by Google to investigate “The New Language of Trade.”
47

 The survey 

provides a snapshot of public understanding of US trade issues and their impact. The 

intention of the survey was to “help free trade advocates unlock key messages and 

language, and begin to construct a new architecture of free trade rhetoric.”
48

 

 

This survey, carried out by Strategy 360˚, ran from May 20 to 27, 2010, and was based 

on 800 registered voters who were reached by phone. The respondents were chosen 

randomly from a targeted sample of registered voters. The margin of error for the 

survey is plus or minus 3.5%. 

 

In general, the majority of those sampled view free trade agreements (FTAs) between 

the United States and other countries as good for the United States: 58% of registered 

voters (RVs) said that FTAs are good for the United States, 25% said that they are bad, 

and 10% of RVs were unsure.49 Positive views increase with education and income and 

                                                           
47

 “The New Language of Trade”, Strategy 360˚ Public Affairs and Research, July 1, 2010.  
48

 Slide 2, “The New Language of Trade”. 
49

 Question 3, sample size is 800 with a margin of error +/- 3.5%. 



 

51 

 

decrease with age. Especially strong is the connection between a respondent’s positive 

view and his education level. Interestingly, the general idea of FTAs tests better than any 

specific FTA. The specific FTAs used in the survey questions are NAFTA and the pending 

Colombia, Panama, and South Korean FTAs. For NAFTA, 41% of RVs said that it was good 

for the United States, 34% said that it was bad, and 20% RVs were unsure.
50

 For the 

pending FTAs, 36% RVs said that they are good for the United States, 38% said that they 

are bad, and 23% were unsure.
51

 When the responses are differentiated between 

Democrats, Republicans, and independents, Democrats tend to have more positive 

views of specific FTAs than Republicans. 

 

To summarize, increased trade with other countries is seen as most helpful for: 

• Foreign partners (rather than the United States) 

• American consumers 

• Large American companies (compared with small and medium firms) 

• Consumer prices 

• Consumer choices 

Increased trade is, however, thought to be harmful for: 

• American workers 

• American jobs 

• American wages 

• Consumer product safety 

 

Currently, the arguments for limiting trade—to protect American jobs, to avoid unsafe 

products, and to defend against outsourcing—outweigh the arguments for expanding 

                                                           
50

 Question 4A, sample size is 403 with a margin of error +/- 4.9%. 
51

 Question 4B, sample size is 397 with a margin of error +/- 4.9%. 
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trade—to keep prices low, to widen consumer choice, and to bolster competitiveness.52 

But support for President Obama’s national goal of doubling US exports over the next 

five years crosses party lines. Some 83% of all RVs endorse the goal of doubling 

exports—84% of Democrats, 80% of Republicans, and 80% of independents.
53

 Most RVs 

see new FTAs as effective means to achieve the president’s export goal.
54

 From a list of 

eight statements about entering into free trade agreements with other countries, 

messages of equal benefit and job creation resonate well with RVs.
55

  

 

Across party lines, there is generally high support for the proposition that the exchange 

of ideas plays an important role in international relations.
56

 However, voters are split on 

how to handle internet censorship issues—whether the US government should leverage  

existing trading relationships with offending countries to force reform of their 

censorship practices, or whether US companies should seek their own solutions outside 

                                                           
52  Questions 16-18, sample size is 800 with a margin of error +/- 3.5%. Here are the 

breakdowns: Limiting trade in order to protect American jobs—38% agree versus 

increasing trade in order to keep prices low—22% agree; limiting trade in order to 

control the potential rise of unsafe products—42% agree versus increasing trade in 

order to increase consumer choices—36% agree; and limiting trade in order to defend 

American jobs from outsourcing—50% agree versus increasing trade in order to increase 

global competitiveness—32% agree. 
53

 Question 19, sample size is 800 with a margin of error +/- 3.5%. 
54 Question 20, sample size is 800 with a margin of error +/- 3.5%. “Very effective” and 

“Somewhat effective” answers are considered to contribute to this conclusion. 
55

 Question 23-30, sample size is 800 with a margin of error +/- 3.5%. Here are the 

themes of questions that drew broad support. Question 27: FTAs eliminate taxes to 

ensure trading partners are treated equally—79% are more likely to support free trade 

based on this statement. Question 23: FTAs increase exports and create American 

jobs—78% are more likely to support free trade based on this statement. Question 26: 

FTAs ensure that small businesses benefit from trade as much as large businesses—67% 

are more likely to support free trade based on this statement. 
56

 Question 31, sample size is 800 with a margin of error +/- 3.5%. “Very important” and 

“Somewhat important” answers are considered in scoring this conclusion. 
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the federal government.57 Young voters are more supportive of limiting trade with 

countries that restrict the internet. 

 

The project concludes with a few key findings. First, the concept of trade is multi-

dimensional. Questions that emphasize different dimensions, like the impact on jobs 

versus consumer choice or outsourcing versus exports, will yield different results. 

Second, opinions on trade are thus highly malleable. Advocates of free trade have an 

uphill battle so long as the debate remains centered on jobs, the impact on workers, or 

the benefits to large companies. Instead, promoting exports and fairness between 

countries are the most powerful pro-trade arguments. In general, there is a more 

bipartisan support for free trade than conventional wisdom suggests.  

 

Protectionist themes in recent US trade policy 

To highlight the recent emergence of US protectionist tendencies, we rely on media 

reports. Further information on protectionist legislation can be found on the Open 

Congress website.
58

 Legislative initiatives listed below are ordered chronologically. The 

latest status of each initiative indicates its progress on Capitol Hill. 

 

While proponents of the cited initiatives tout their potential benefits—from protecting 

US trading interests to ensuing product safety—some of the legislation could in fact 

have negative consequences for US workers and firms. These include the disruption of 

global supply chains, which in turn would raise costs and reduce the competitiveness of 

US firms. Such outcomes may translate into higher prices that American consumers 

must pay. Even worse, manufacturing jobs may be relocated away from the United 

                                                           
57

 Question 32, sample size is 800 with a margin of error +/- 3.5%. 
58

 See www.opencongress.org.  
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States. The worst-case scenario for the United States would be foreign retaliation or 

emulation: foreign governments may raise their own trade barriers, leading to fewer US 

exports and more job losses. 

 

H.R.2378 – Currency Reform for Fair Trade Act 

This bill was introduced by Representative Timothy Ryan (D-OH) on May 13, 2009.59 

When the US House of Representatives returns from a six-week summer recess in 

September, the House Ways and Means Committee will hold a hearing on China’s 

exchange rate policy on September 15. This bill will be the focus of the hearing. 

 

This bill is backed by Republicans and Democrats as well as business groups and major 

labor unions.
60

 It aims to use US anti-dumping and countervailing duties to strike back at 

prolonged currency manipulation by other countries. Specifically, the bill would require 

the Commerce Department: (1) to determine, based on certain requirements, whether 

the exchange rate of the currency of an exporting country is fundamentally undervalued 

or overvalued against the U.S. dollar for an 18-month period; and (2) to take action 

under a countervailing duty or antidumping duty proceeding to offset such 

misalignment in cases of an affirmative determination. According to the bill, 

countermeasures would comport with World Trade Organization (WTO) and 

International Monetary Fund (IMF) rules.
61

 

 

                                                           
59

 See www.OpenCongress.org for further details. 
60 The Straits Times, May 14, 2009. 
61

 On August 31, 2010, the Commerce Department declined to consider the undervalued 

exchange rate argument in two countervailing duty cases against Chinese products 

(coated paper and certain aluminum products). Reuters, August 31, 2010.  
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While no specific country has been named in the bill, this legislation was inspired by the 

concerns that Beijing has long kept the yuan artificially low to boost Chinese exports. 

One of the authors of the bill, Representative Tim Murphy (R-PA), was quoted by the 

Strait Times (Singapore) as saying “the time has come for Congress to stand up for 

American workers and not allow China to run roughshod over the American economy. 

With this legislation we will finally force China to stop cheating and level the playing 

field for America's manufacturers.” 

 

H.R. 1875 – End the Trade Deficit Act 

This bill, first introduced on April 2, 2009 by Representative Peter DeFazio (D-OR), was 

approved in the House by voice vote on July 28, 2010. The bill is one of three that the 

House approved that day as part of its “Make It in America Agenda.”
62

 On July 29, 2010, 

this bill was received in the Senate; on August 5, 2010, it was referred to the Committee 

on Finance.  

 

If enacted, H.R. 1875 would establish an “Emergency Trade Deficit Commission” that 

would identify the causes and consequences of both the overall US trade deficit and 

“significant, persistent” sectoral and bilateral trade deficits, and develop 

recommendations for addressing and reducing these imbalances.63 The bill does not 

specifically mention China but DeFazio has complained that China gains undue leverage 

from its large trade surplus with the United States.  

 

In examining countries with which the United States has “significant, persistent sectoral 

or bilateral trade deficits,” the Commission would assess the impact of trade barriers 

                                                           
62

 The other two bills seek to promote the export of clean energy goods and technology 

with a new $75 million fund and to develop a National Manufacturing Strategy. 
63

 Inside US-China Trade, www.ChinaTradeExtra.com, August 4, 2010. 
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and the absence of reciprocal market access, as well as investment, offset, and 

technology transfer requirements. The Commission would evaluate a country’s 

adherence to internationally recognized labor rights, its level of environmental 

protection, its policies to assist manufacturing firms, and border tax adjustments as 

possible contributing factors to sectoral and bilateral trade deficits.
64

  

 

As the bill was making its way through the House, one key change was to drop a 

provision that would prohibit the president from submitting the implementing 

legislation for a FTA to Congress until the Deficit Commission had presented its plan for 

ending the trade deficit. 

 

Hearing on China’s Trade and Industrial Policy 

Robert W. Holleyman II, President and CEO of the Business Software Alliance, testified 

at a hearing held by the House Ways and Means Committee on US trade relations with 

China on June 16, 2010. We highlight Holleyman’s testimony because it illuminates the 

views of the software industry. 

 

                                                           
64 H.R. 1875 as approved underwent several changes from the original version 

introduced by DeFazio, largely to attract the two-thirds majority it needed to pass under 

suspension of House rules. An important change relates to the duties of the Commission, 

shifting away from the mandate to develop a “comprehensive trade policy plan by 

examining the economic policies, trade, tax, and investment laws, and other legal 

incentives and restrictions that are relevant to reducing the United States trade deficit.” 

Instead, the bill now says that the Commission shall be responsible for “examining the 

nature, causes, and consequences of the United States trade deficit and providing 

recommendations on how to address and reduce structural trade imbalances, including 

with respect to the United States merchandise trade deficit, in order to promote 

sustainable economic growth that provides broad-based income and employment gains.” 
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Holleyman began by emphasizing two Chinese practices that hinder American software 

companies in the Chinese market: massive illegal use of software and “indigenous 

innovation” policies that limit access by American companies to the Chinese market. 

Holleyman asserted that the software industry stand ready to do its part in doubling US 

exports over the next five years, thereby creating US jobs, but cannot do so if a market 

as critical as China remains out of reach. 

 

Holleyman urged a course of action for the US government. US officials should press the 

Chinese government: (1) to devote more resources to combat software piracy; (2) to 

cooperate with industry’s efforts to bring civil cases to enforce software license 

compliance, including cases against state-owned enterprises (SOEs); (3) to implement 

audit systems to measure the performance by the government, SOEs, and private firms 

in fulfilling the commitment to use legal software.  Holleyman concluded by urging the 

United States to launch a WTO case if Chinese practices do not improve. 

 

While Holleyman was clearly speaking for the US software industry, his policy template 

could easily be echoed by many other US firms that are trying to do business in China. 

 

H.R. 4678 and S. 1606 – Foreign Manufacturers Legal Accountability Act of 2010 

Senator Sheldon Whitehouse (D-RI) introduced this bill in the Senate on August 6, 2009, 

and Representative Betty Sutton (D-OH) introduced a parallel bill in the House on 

February 24, 2010. The bills differ in their details, but they advocate similar themes and 

use the same name. The bills were inspired by defects in Chinese drywall resulting in 
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health problems for US consumers and the inability of US plaintiffs to hold the Chinese 

manufacturers accountable in the US courts.
65

  

 

According to Sidley Austin LLP, the proposed legislation would require all foreign 

manufacturers of certain products and components to consent to be sued in US courts 

as a condition for their goods to be imported into the United States. Specifically, the 

legislation would require all foreign manufacturers of consumer products, autos and 

auto parts, drugs, medical devices, cosmetics, biological products, chemicals, and 

pesticides to maintain registered agents in the United States to accept service of process 

and to consent to the jurisdiction of US state and federal courts for lawsuits related to 

covered products. US imports of covered products would be limited to those made by 

registered manufacturers, either by requiring importers to certify that goods are 

sourced from registered companies, or by banning imports from companies that are not 

registered.  

 

The Congressional Steel Caucus 

On July 2, 2010, a bipartisan group of 50 US lawmakers called for an investigation to 

determine whether Chinese investment in the US steel sector should be blocked on 

national security grounds.66 In a letter to Treasury Secretary Timothy Geithner, the Steel 

Caucus professed deep concern about Anshan Iron and Steel Group’s proposed $175 

million investment in the rebar plant that US-based Steel Development Company (SDCO) 

is building in Mississippi. The Caucus claimed that “[Anshan’s] direct investment in an 

American steel company threatens American jobs and our national security.” The letter 

suggests that Anshan could gain access to new steel production technologies and 

                                                           
65 See the statement by Chairman Bobby L. Rush of the Energy and Commerce 

Committee Subcommittee on Commerce, Trade and Consumer Protection on the H.R. 

4678 hearing, July 16, 2010. 
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 Reuters, July 2, 2010. 
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national security information, and that Chinese government subsidies could force 

American steelworkers in other firms to compete against a blank check.  

 

An editorial in the Wall Street Journal begged to differ.67 The editorial writers claim that 

the rebar production is “hardly a top-secret technological process. Anshan already 

manufactures far more sophisticated steel products in China.” The editorial states that 

SDCO intends to employ 1,200 workers to build the plant and hire 120 to operate it. The 

editorial acknowledges that Anshan is quite free to make uneconomical decisions due to 

its financial support from Beijing, and suggests that Anshan’s 20% stake in SDCO is more 

of a toehold in the US industry than a path to profits. However, the Wall Street Journal 

does not see this possibility as a sound reason to block the Anshan investment: the free 

flow of capital has long been a tenet of US economic policy and should be upheld.  

 

H.R. 6071 – Emergency China Trade Act of 2010 

On July 30, 2010, Representative Brad Sherman (D-CA) introduced a bill to “withdraw 

normal trade relations treatment from products of the People’s Republic of China, to 

provide for a balanced trade relationship between that country and the United States, 

and for other purposes.”68 The bill was co-sponsored by Rep. Ileana Ros-Lehtinen (R-FL), 

Rep. Carol Shea-Porter (D-NC), Rep. Walter Jones (R-NC), Rep. Steve Kagen (D-WI), Rep. 

Patrick Murphy (D-PA), and Rep. Peter DeFazio (D-OR). With the exception of Rep. 

Ileana Ros-Lehtinen, the sponsors do not have pro-trade voting records. The bill was 

referred to the House Ways and Means Committee and the House Rules Committee. 

 

                                                           
67

 The Wall Street Journal, July 29, 2010. 
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White & Case LLP explains that this bill, if enacted, would strip Chinese goods of most 

favored nation treatment (MFN) and essentially restore the Smoot-Hawley tariff 

schedule to imports from China. According to the sponsors, China has pursued trade 

policies that violate its obligations as a member of the World Trade Organization (WTO) 

and result in a “trade imbalance with the United States that threatens the stability of 

the global economy.” Examples of such trade policies include China’s continued support 

of export subsidies, Chinese government control of enterprises, Chinese requirements 

for co-production agreements between US firms operating in China and Chinese entities, 

and the undervaluation of the Chinese currency by as much as 40 percent. In addition to 

revoking MFN treatment, H.R. 6071 would direct the President to negotiate a US-China 

trade relationship that maintains balanced trade between the United States and China 

within four years of the bill’s enactment.  

 

Bills similar to H.R. 6071 have been introduced in Congress frequently in recent years, 

but none has been passed by either the House or the Senate. In the context of the 

“Make It In America” agenda backed by the Obama administration, H.R. 6071 is 

essentially designed to fan sentiments against the US trade deficit with China and “job 

destruction” in the US manufacturing sector. 

 

H.R. Border Security Bill 

This bill was introduced on August 9, 2010, by Representative David Price (D-NC). The 

House passed it on August 10
th

 and the Senate passed it 2 days later on August 12
th

. The 

president signed the bill into law on August 13, 2010. 
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The bill authorized emergency supplemental appropriations for beefed up security on 

the US-Mexico border.
69

 The bill provided $600 million for 1,500 new enforcement 

agents and additional unmanned drones.
70

 Part of the cost is funded through increased 

visa fess for companies with at least 50 US-based employees of which 50% or more hold 

H1-B or L-1 work visas.
 71

 The fee for these companies to apply for an additional H1-B 

visa (temporary skilled workers) rises to $2,320 from $320.
 
The fee for additional L-1 

visas (transfers within a company) increases to $2,570 from $320. The higher visa fees 

are supposed to raise about $200 million a year.  

 

Neither large US companies that augment their work forces with a small number of 

foreign workers nor start-ups led by a few entrepreneurs from abroad will be affected.  

However, foreign outsourcing firms with large US operations will be targeted—and 

many of these are based in India. The lead sponsor, Senator Charles Schumer (D-NY), 

claims that the new law is aimed at firms—regardless where they are based—that use 

the H1-B program in ways that he thinks are contrary to its intent. The H1-B program, 

Schumer claims, was principally designed to help companies like Microsoft and Apple 

that hire foreign-born students who help develop innovative products and ultimately 

become US residents. Outsourcing companies, by contrast, are essentially 

“multinational temp agencies” that pay less than prevailing US wages and drive down 

the wages of American workers. Schumer’s statements were challenged by the National 

Association of Software and Service Companies, which contends that Indian outsourcing 

firms have hired American workers and added significantly to the U.S. economy.  

 

All in all, the biggest impact of this law is to fan widespread perceptions that the United 

States is becoming more hostile toward foreign workers. 
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Conclusion 

Protectionist sentiment is growing in the Congress, and the sentiment reflects the mood 

of the country. Only a few bills have passed, however, and we doubt that “blockbuster” 

bills will be enacted. However the bills proposed and the accompanying debate 

indicates a disturbing shift in the direction of US economic policy. 

 

Andy Grove, Intel’s celebrated leader from 1987 to 2005, recently wrote a scalding 

article on Bloomberg Opinion calling for a “job-centric” economic plan. He advocated a 

new tax on the products of offshored labor made by US-backed firms when the products 

are imported into the United States. Tax receipts would be made available to companies 

that scale up their US operations. According to Grove, “Such a system would be a daily 

reminder that while pursuing our company goals, all of us in business have a 

responsibility to maintain the industrial base on which we depend and the society 

whose adaptability—and stability—we may have taken for granted.”
72

 He goes on to say 

“if what I’m suggesting sounds protectionist, so be it.”  

 

Persistently high unemployment is clearly the country’s number one economic and 

political problem in 2010 and 2011. But a burst of trade protection of the sort proposed 

by Congressional bills and advocated by Grove will inevitably spawn foreign emulation 

and retaliation. In the end that will worsen rather than improve the US economic 

outlook. 
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VI CONCLUSION AND POLICY RECOMMENDATIONS  

 

Eroding Free Trade Norms 

Unlike the 1930s, the aftermath of the Great Recession is not so much an era of 

retaliatory protection as a period of eroding free trade norms. By now, each large G-20 

country has established its own record of opportunistic protection—usually skirting the 

letter of WTO rules. Weaker norms have undermined the ability of G-20 leaders to 

deflect new and ingenious proposals for erecting barriers. Unfortunately, few of the 

new barriers can be demolished by citing chapter and verse of the General Agreement 

on Tariffs and Trade (GATT), the General Agreement on Trade in Services (GATS), or 

other WTO accords.  

 

China provides an example of the kinds of policy that may escape the letter but certainly 

not the spirit of WTO rules. To give its own industrial firms a boost, in 2010 China cut its 

export quotas for rare earth elements (REE) by 40 percent from the 2009 levels.73 Of the 

smaller export quotas, 22,512 tons were assigned to domestic firms while only 7,746 

tons were allocated to foreign-invested companies. The resulting limited supply of REE, 

coupled with Chinese export tariffs of 10% to 25%, will hinder the efforts of other 

countries to compete with China in clean-energy industries.
74

 Meanwhile, the Chinese 

media states that important mining firms—Batou Steel Rare Earth High-Tech and Jiangxi 

Copper—are set to launch a unified pricing mechanism on certain rare earth materials. 

The mechanism is clearly designed to give China a bigger say in international markets. 

 

                                                           
73 Reuters, August 11, 2010. 
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 Science, Volume 329, July 23, 2010. REE are vital for a host of electronics and green-

energy technologies, and their use is expected to triple between 2000 and 2014, topping 

200,000 metric tons. 
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To counter the advantages enjoyed by Chinese companies, US companies that make 

high-tech products want Congress to set up loan guarantees to back domestic mining, 

processing, refining, purification, and metals production of rare earths. This pattern of 

action and reaction illustrates the current tenor of trade policy.  

 

Likewise succumbing to protectionist sentiments is Russia. Russian Prime Minister 

Vladimir Putin said, on August 30, 2010, that Russia will gradually raise import duties on 

foreign-made cars.
75

 Putin explained that higher duties are designed to encourage 

foreign companies to build their auto plants in Russia. Duties will be raised in two stages, 

first for used cars and later for new cars. This proposal is at serious odds with Russia’s 

bid to join the WTO. The Financial Times noted that the decision to raise import duties 

could reverse years of progress. 76 Not just stopping there, Putin also announced on 

September 3, 2010, that Russia will extend its grain export ban, thereby worsening fears 

of another global food supply shortage.
77

 Lifting ban will only be considered after next 

year’s harvest. 

 

India and Britain provide another example. British Prime Minister David Cameron 

recently asked India to lower its barriers to foreign investment in financial services and 

defense production, and more generally to expand trade relations between the two 

countries.
78

 However, Cameron’s stance on immigration detracted from his positive 

trade message. The Prime Minister stated that he wants UK immigration reduced to 

tens of thousands a year—levels last seen in the 1990s. Indian officials naturally 

objected. 
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Cameron’s anti-globalization themes are not limited to immigration. As Samuel Brittan 

from the Financial Times noted, “Britons are exhorted to take their holidays at home. If 

the French and Germans heed similar exhortations, who gains?” Brittan enumerates 

other “beggar-my-neighbor” policies that Cameron has advocated.  

 

Policy Recommendations 

It is far too early for G-20 leaders to declare victory, as they did in the  Toronto Summit: 

“We have successfully maintained our strong commitment to resist protectionism.”
79

 In 

our view, G-20 leaders have much more work to do.  

 

At Toronto, to their credit, the G-20 leaders renewed their commitment to refrain, for 

another three years, from imposing new barriers to trade in goods and services or 

investment, imposing new export restrictions, or implementing WTO-inconsistent 

measures to stimulate exports. Moreover, they committed to dismantle offending 

initiatives.
80

 However, the leaders did not set out credible means for monitoring their 

pledges, nor did they agree on a deadline for finishing the Doha Round. The trade 

agenda was far down the list of G-20 concerns. 

 

On June 30, 2010, Dr. Il SaKong, Chairman of the Korean Presidential Committee for the 

G-20 Summit, provided a forward perspective on the November G-20 meeting in Seoul. 

He asserted that “anyone who talks about G-20 agenda can’t get away without 
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 The G-20 Toronto Summit Declaration on June 27, 2010, point number 3. 
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mentioning the resuscitation of the DDA and resisting protectionism.”81 Expressing 

disappointment in the Toronto Summit, Sakong committed to do his best to persuade 

member countries to achieve concrete results in Seoul regarding the Doha Round.
82

 

With that exhortation in mind, we offer three recommendations. 

 

1) Conclude the WTO Doha Development Agenda. “The best defense is a strong 

offense.” The best way to counter today’s protectionist mood is to show that 

trade policy liberalization is alive and well. Doha is clearly the best offense within 

reach. An expeditious conclusion of the Round has the potential both to boost 

trade flows and to reshape public sentiment. In terms of measurable trade flows, 

an ambitious Doha outcome could expand global exports by over $380 billion 

annually and deliver GDP gains of over $280 billion annually.83 Importantly, if 

WTO talks live up to their title as the “Doha Development Round”; an ambitious 

outcome could increase the GDP of developing countries as much as $135 billion 

annually.
84

 Less tangible, but perhaps more important, completing the Round 

will pull national policies and public sentiment back toward free trade norms. As 

business firms become more confident, they will take investment projects off the 

shelf and create new jobs. 

 

At the November Seoul Summit, the G-20 leaders should announce a hard 2011 

deadline to conclude the Doha Round. If the G-20 misses this opportunity, 

national governments will seek other means to resolve their trade and 

investment problems, including new and ingenious protective measures and a 

fresh wave of regional and bilateral trade pacts. The price of these alternatives 
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will be severe neglect of the multilateral trading system and great harm to the 

WTO’s credibility as a negotiating forum. 

 

In fact, we believe that 2011 should be the year of the WTO. By 2012, as the US 

and Chinese presidential elections approach, all eyes will be on incumbents to 

deliver economic growth. Successful conclusion of the Doha Round can be a core 

element of their strategy. 

 

2) Appoint a G-20 Group of “Trade Wisemen” to Establish the “I Know It When I See 

It Doctrine” against New Protectionism.
 85

 At the Toronto Summit, leaders 

renewed their commitment to refrain from imposing new barriers to trade or 

investment, imposing new export restrictions, or implementing WTO-

inconsistent measures to stimulate exports. These pledges are a step in the right 

direction. But the G-20 leaders should go beyond rhetorical pledges and put 

muscle behind their words. 

 

The G-20 is beginning to identify protectionist measures by their consequences 

rather than by the letter of WTO rules. Leaders seem to recognize that 

protectionist measures concern the world community when they provoke 

justifiable demands, on the part of trading partners, for emulation or retaliation.  
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 US Supreme Court Justice Potter Stewart in his 1964 concurring opinion on Jacobellis 
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To give force to their new insight, the G-20 leaders should appoint a small group 

of widely recognized and globally representative trade experts. The experts 

should be mandated to spotlight new measures, whether WTO compliant or not, 

that constitute “protectionism in a political sense”.
86

  

 

The “Trade Wisemen” can thus act as “name and shame” enforcers of the open 

economy pledges made by G-20 leaders in successive summits. If this group had 

been established in Toronto, the Chinese rare-earth quotas, Russia’s proposed 

auto tariffs and extended grain export ban, and British immigration restrictions 

would all be fair game for adverse comment. Pronouncements by the “Trade 

Wisemen” can both deter proposed protectionist acts and commend countries 

that unwind prior protectionist measures. Examples of deserved praise would be 

India’s removal of its soybean oil import duty and Russia’s decisions to allow a 

range of discretionary import tariffs to expire.  

 

This high-profile name, shame, and praise exercise could serve as a guidepost for 

all WTO members, even if its purview was limited to the G-20 members.  We 

commend respected trade persona, such as Ernesto Zedillo, Carla Hills, Peter 

Sutherland, Ross Garnaut, Long Yongtu and Zhu Rhongji, as potential “Trade 

Wisemen”. In addition to their periodic pronouncements, the wisemen could 

provide useful briefings to trade ministers at Summit meetings. 

 

3) Establish a Regular G-20 Trade Ministers Meeting. Trade issues should be 

brought directly into the G-20 process, similar to the manner in which finance 

ministers meet independently, but alongside their political leaders. To ensure 

broad representation of the multilateral trading system at regular G-20 Trade 

Ministers Meetings, the Director General of the WTO should serve as the chair. 
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Reports from the “Trade Wisemen” will give the ministers an independent 

assessment of global trade conditions. As early as their first meeting in 

Washington in November 2008, G-20 leaders tasked their trade ministers with 

concluding the WTO’s Doha Development Round, and pledged to “stand ready to 

assist directly, as necessary”.
87

  In these difficult times, trade ministers need all 

the assistance they can get from their G-20 leaders. Tough issues that block the 

Doha Development Round, as well as fresh conflicts sparked by episodes of 

protection, invariably involve high politics. Regular G-20 Trade Ministers 

Meetings will ensure that important issues are given due attention and that the 

trade agenda is not relegated to last place in future summits. 
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APPENDIX A 

 

Table A.1 Eliminated pipeline protectionist measures 

Country Case Title Post Date Inception

India Visa Norms relaxed for IT industry 6/8/2010 5/23/2010

China
Initiation of sunset review of AD measures on chloroprene 

rubber from EU, Japan, and US
5/22/2010 5/9/2010

Australia Foreign ownership ceilings raised for air transportation firms  5/4/2010   3/1/2010

Russia The Custom Union of Russia, Belarus and Kazakhstan  5/31/2010   1/1/2010

Indonesia
Government to ease restrictions for foreign property 

ownership
2/2/2010

United States of America Renewal of preferential trade programs 12/16/2009

South Africa Draft Customs Control Bill and Draft Customs Duty Bill 11/17/2009

United States of America Bill to suspend tariffs on imports of numerous items 11/5/2009

Republic of Korea Revisions to tariffs for anti-pollutant products 8/31/2009 6/11/2009

Source: Global Trade Alert, 2010 (www.globaltradealert.org)
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