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Empirical assessments of the impact of these multilateral institutions on
government policies and economic outcomes are plagued with difficulties.
Studies based on observational data suffer from sample selection problems:
the countries that choose to join the GATT/WTO, accept a World Bank loan, or
enter into an IMF program are not randomly selected. These institutions dealt
with different countries at different times and in different ways. The degree of
compliance with loan conditionality is hard to observe. And it is not possible to
know the counterfactual of whether a country’s policies would have changed
even in the absence of those actions.

That said, it is possible to reach some tentative if impressionistic judgments,
perhaps even surprising ones, about the contribution of these institutions to
the trade reform process. One might suspect that the GATT/WTO, which of the
three institutions focuses most directly on trade, had the biggest impact on
developing-country policies, but on closer examination its impact was limited.
The World Bank provided billions of dollars in trade policy loans, but this may



result, developing countries maintained extensive nontariff barriers—including
foreign exchange controls, import licensing, and other QRs—ostensibly on
balance of payments grounds. Such measures were supposed to be temporary
or transitional, but the GATT provided very little oversight and allowed them to
persist for decades without challenge.*

Developing countries were also exempt from reciprocity in trade
negotiations.® Not only did they fail to participate in the tariff reductions
negotiated during the Kennedy Round of the 1960s and the Tokyo Round of the






This accession process created a two-tiered system of insiders and outsiders.
Nothing was asked of the insiders, the developing count/ps, that were already
part of the GATT, whereas much was asked of the outsiders seeking to join the
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economic performance. The change in intellectual mindset about trade and
development is hard to measure or even explain to anyone who did not live
through the 1970s and 1980s.”

A more concrete way the Bank contributed to trade reform was by serving
as a training ground for officials who would return to their home countries,
take high-ranking positions in government, and become important players on
reform teams that brought about policy changes.’® The rise of Western-trained
economists, many with World Bank experience, to high-ranking government
positions has been tied to the spread of trade liberalization around the world
(Weymouth and Macpherson 2012).

In sum, the World Bank’s efforts to promote trade reform through conditional
lending have been generally viewed as mixed: countries that wanted to
reform did not need the loans to do so and countries that had no intention of
reforming were happy to take the loans, although some countries may have been
persuaded to undertake reforms that otherwise might not have been done. The
Bank may have had a bigger impact on trade policy through the dissemination



The Fund’s work in this area has been important because foreign exchange
restrictions have been a considerable impediment to trade (see Eichengreen and
Irwin 2010, Wei and Zhang 2007). The problem with the license raj in India, for
example, was not the high tariffs but the exchange control regime that produced
a complex maze of bureaucratic regulation that prevented imports from entering
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Figure 3
The number of countries with nonunified exchange rates plummeted after
the mid-1980s

Source: llzetzki, Reinhart, and Rogoff (2019).

While the IMF was deeply involved in exchange rate discussions with
countries, it was less concerned about trade policy. In the 1980s, in cooperation
with the World Bank, the Fund began to incorporate trade policy reforms in
its lending programs. IMF conditionality is generally much tougher than the
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