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MoOvaOon	

•  In	the	world	of	mulOlateral	trade	
liberalisaOon,	regional	trade	integraOon	is	
taking	over	
– Every	WTO	member	is	a	partner	of	at	least	1	
regional	trade	agreement	(RTA)	

–  Is	regionalisaOon	undermining	or	improving	the	
development?	

•  Do	countries	reap	the	benefits	in	the	same	
way?	



Development	of	regional	relaOonships	
in	the	world	
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Literature	review	(1/2)	
•  RTAs	are	no	longer	about	trade	

–  Viner	(1950)	trade	liberalisaOon;	
–  TTIP/TPP/ASEAN/USA-Can-Mex,	etc	include	a	menu	from	ecommerce,	

women	empowerment,	data	protecOon,	human	rights,	sustainability	
consideraOons	(latest	is	Rodrik	2018	that	claims	that	trade	creaOon	
and	diversion	is	not	sufficient	effect	of	RTAs)	

•  Welfare	impacts	of	RTAs	are	ambiguous	
–  Even	trade-induced	(Baier	&	Bergstrand,	2007,	2017;	Dai	et	al.,	2014	)	
–  Trade	and	price	indexes	(Winters	and	Chang,	2002),	economic	growth	

(Hur	and	Park,	2012)	is	believed	to	be	overall	a	posiOve	relaOonship	
–  Welfare	gains	of	integraOon	depend	on	input	(Arokolakis,	CosOnot	and	

Rodriguez-Clare,	2013)	



Literature	review	(2/2)	
•  EU	introduced	sustainability	consideraOons	(SIA)	into	RTA	negoOaOons	

•  	Inequality	within	countries	is	rising	at	the	same	Ome	as	trade	(e.g.	
Goldberg	and	Pavcnik,2007)	

•  		
•  Trade	can	increase	absolute	poverty	(e.g.	Chang	et	al.,	2009)	or	decrease	it	

(Borraz	and	Ferrés,	2012)		

•  Etc,	etc,	etc…	



RTAs	heterogeneity	



Internal	RegionalisaOon		

•  A	share	of	regional	trade	in	overall	trade	
•  Reflects	sovereign	country’s	parOcipaOon	in	RTAs	



Internal	RegionalizaOon	and	Growth	
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Internal	regionalizaOon	and	inequality	
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Internal	regionalizaOon	and	poverty	
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External	RegionalisaOon	

•  “Noodles”	and	“spaghem”	of	RTAs	exist	
•  A	country	is	exposed	to	regionalizaOon	policy	of	its	trading	

partners	
•  Even	if	you	are	not	“implemenOng”	the	decision,	you	are	

affected	



External	regionalisaOon	and	Growth	
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External	regionalisaOon	and	inequality	
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External	regionalisaOon	and	poverty	
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Empirical	strategy	(1	of	3)	

•  Use	dummies	for	exploring	non-linear	effect	of	regionalisaOon	
•  Groups:	

–  LDCs	
–  Development	clusters	(LaOn	America	and	Carribean,	Sub-Saharan	Africa,	

developing	Asia)	
–  Income	groups	(Low	Income	Countries,	Lower	Middle	Income)	

•  OLS/GMM	on	5-year	averages		
•  Data	1990-2015,	covering	all	countries	



Internal	regionalizaOon	and	growth	



Overall	results	

The	benefits	of	regional	
integraOon	are	uneven	and	
non-linear,	e.g.:	
•  Developing	Asia	is	

gaining	the	most	
•  LaOn	America	benefits	

most	from	internal	
regionalisaOon	

•  Gains	for	Sub-Saharan	
Africa	are	dubious	

•  Result	is	sourced	from	
Low	Middle	Income	
Countries	



Results	

•  Regional	integraOon	maoers	as	
– Decision	of	a	sovereign	country	(Reg1)	
– As	exposure	through	trading	partners	(Reg2)	

•  Regional	integraOon	(through	RTAs)	can	
improve	the	development	path	of	a	country	

•  The	effect	is	non-linear,	it	depends	on	specific	
design	in	the	geographic	area	



Takeaway	

•  MulOlateral	trade	rules	exist,	and	they	are	not	
enough	for	development	

•  RegionalisaOon	can	improve	the	development	
results	of	trade	liberalisaOon	

•  But	it	has	to	be	“well	suited”	for	certain	
contexts	



Thank	you!	
	

Latest	openly	available	version	is	{here}	
For	the	current	version,	send	an	email	to	

maria.sokolova@un.org	


