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SECTION III FACT SHEET:  Inequality, Difference, & the Politics of Global Markets 

Insights from 
Political 
Science 

 Political scientists studying the development of global trade and finance 
markets have generated important insights about the evolution of 
international economic governance since WWII 

 The politics of international markets have created an institutional 
framework that favors wealthy countries 

 Economic and political inequalities have shaped the evolution of markets 
 Global markets have operated in part to reinforce global inequalities 

 
Global Trade 
 
 
 
 
 
Tariffs 
 
 
 
 
 
 
 
 
 
 
 
 
 
Agricultural 
Subsidies 
 
 
 
 
 
 
 
 
 
 
 
 

 The most important wellspring of power for wealthy countries is the 
immense size of their markets. 

 This reality provides the United States and Europe with enormous leverage 
in trade negotiations. It also creates disparities in the enforcement of 
WTO rulings.  

 Wealthy countries have repeatedly used their power to ensure that the 
institutional forums where the rules of international trade are determined 
were favorable to their interests. 

 The impact of power disparities on international markets is clear in the bias 
of tariffs in developed countries against imports from developing 
countries: 

o Though developing countries account for less than one-third of 
developed country imports, they pay two-thirds of the tariffs 
collected by developed countries. 

o On average, the United States has imposed tariffs on imports 
from developing countries that are more than three times 
higher than its tariffs on imports from developed countries. 

o American tariffs for the poorest of the developing countries 
were more than 10 times higher than tariffs for wealthy OECD 
countries. 

o Tariff escalation impedes poor countries from diversifying into 
more value-added exports; levels of protection from leather to 
footwear doubles in the United States and Canada. The E.U.’s tariff 
on cocoa beans is 1% but its tariff on chocolate is 30%. 

 Rich countries continue to protect their agricultural sector while 
pushing for more open trade for industrial goods: 

o The E.U.’s Overall Trade Restrictiveness Index (OTRI) for agriculture 
is more than 25%--in contrast to its OTRI for manufacturing, which 
is less than 4%.  

o Similarly, the U.S.’s OTRI for agriculture is 12% while for industry it 
is only 4%. 

 Total OECD agricultural subsidies were $280 billion in 2004 and 
accounted for the same percentage (30%) of incomes as in 1995—when 
those countries had pledged to phase them out. 

 The agricultural subsidies of rich countries exceed the entire GDP of sub-
Saharan Africa and are approximately six times more than all foreign aid 
from rich countries. 

 European cows—each with an implicit income of $2.50 a day from 
government subsidies—have higher incomes than one-third of the 
world’s people. 

--more-- 
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Global Finance 

 The U.S. and E.U. sell half of the world’s wheat exports at prices 46% and 
34% below the costs of production, respectively.  

 Subsidies make it possible for the E.U. to be the largest exporter of 
skimmed milk in the world because its producers sell abroad at prices that 
are half the cost of production. 

 Gains received by developing countries from the Doha Round will be 
unequally distributed; China will likely receive the most benefits at 0.8-1.2% 
of its GDP. 

 Under TRIPs, 96% of all patent revenues go to firms from developed 
countries. 

 As restrictions on international trade and capital flows have been liberalized, 
restrictions on global labor markets have increased. 

 Differences in the price of labor in the global economy range from 
500% to 1,000%--reflecting the restrictions on labor mobility. 

 Increasing temporary migration by approximately 3% of the workforce in 
high income countries would increase global welfare by more than $150 
billion annually, shared equally between people in the developed and 
developing countries. 

 The probability that a country would experience a financial crisis in any 
given year increased from 5% in 1880–1913 to more than 12% from 1973–
1997. 

 Developing countries were twice as likely to suffer from a financial 
crisis—averaging one every 5.4 years. 

 Output losses from financial crises were 47% greater in developing 
countries. 

 During the 1990s consumption in developing countries was three 
times more volatile than in industrial countries. Volatility was higher 
among the most internationally-integrated developing economies. 

 The availability of short-term debt, “herding,” “momentum trading,” 
and financial derivatives magnify how global capital flows sow economic 
disruption in developing countries. 

 Global financial markets effectively transfer exchange rate risk from rich 
to poor countries by requiring them to borrow in “hard” foreign currencies. 

 From 1999–2001, while less than 1% of the international debt for the U.S., 
U.K., Japan, and Euro-currency countries was denominated in foreign 
currencies, 93% of all developing country debt was in foreign 
currencies. 

 Developing countries’ foreign reserves rose by $633 billion in 2006. 
Since 1997, the ratio of forex reserve to GDP for all developing countries 
has risen from under 10% to almost 25%.  

 Large reserve holdings also impose costs as foreign reserves provide less 
return than investments for domestic development.  Since 1980 this cost 
has been close to 1% of developing countries’ GDP—or equal to the 
projected gains from a successful Doha Round of trade negotiations. 

 


