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We are in favour of high-quality and comprehensive 
FTAs … We are in favour of initiatives that ensure that 
bilateral and regional trade arrangements are more 
consistent with the multilateral trading system. Our 
announcement to join negotiations on the Trans 
Pacific Partnership is perhaps the most important 
initiative the Rudd Government has taken to fulfil that 
aim. 
(Australian Minister for Trade, Simon Crean) 
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What Might Drive 
Multilateralization?

• Baldwin’s “Domino” Theory

Discriminatory Arrangements Generate Costs for 
Business that Leads Them to Demand Change:
(1) Equivalent Agreements for Original Non-
Participants;
(2) Harmonization of Rules of Origin that Impede 
Rational Supply Chain Management
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Underlying Political Economy 
Logic

• “Juggernaut” Effect:

Liberalization Strengthens Exporting 
Interests giving them both desire & 
resources to push for further liberalization.

[clear assumptions about political 
economy of trade policy-making]
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But is there a “Domino Effect” at 
work in the Asia-Pacific?

1. PTAs must create significant 
advantages/disadvantages for business

2. Business has been motivated to lobby for trade 
policy change

3. Effective Transmission Belts Exist for 
Transforming Business Demands into Policy.
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Effects of PTAs Limited

(1) Ineffective Regulatory Framework
• Capacity for Governments to Exclude 

Sensitive Sectors—weakness of Art. XXIV

• Enabling Clause

>> Incomplete “Framework” Agreements, 
Vague Provisions; Few WTO Plus; 
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Effects of PTAs Limited

(2) Do not Create Significant Advantages:

– Tariffs Low
– Information Technology Agreement
– Duty Drawback Arrangements
– Offset by other factors
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