Geoeconomics in the aftermath of the COVID-19
Pandemic: Trade and Development Perspectives from
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Global trade under pressure

Problem
existed

prior to
Covid-19

e Covid-19 pandemic
e US-China trade war
e Taiwan drought

e Covid-19 aggravated
geopolitical rivalry

e Off-shoring,
reshoring, onshoring
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The emerging geoeconomics order and
Bangladesh’s LDC graduation

Bangladesh expects a credible rules-
based, inclusive, multilateral trading
system

But the WTO-led system is under
serious pressure

Geopolitical competition means

BANGLADESH GETS UN RECOMMENDATION building trade and investment

linkages for Bangladesh could also
be challenging




Decoupling of China Is the World's
Chimerica? Manufacturing Superpower

Top 10 countries by share of global manufacturing
output in 2018"

China @ 28.4%

Chimerica = China + America United States < | 1 ¢.c%
Japan ‘@ [N 7.2%

e International production system with SaErmarTy q I 5.8%

China as the global workshop and the US south Korea (& B 3.3%

as the tech headquarters India & [ 3.0%

ltaly ¢ ) [ 2.3%

Covid-19 disrupted the China- France () [l 1.9%
centric supply chains United Kingdem o Il 1.8%

Mexico ¢) [ 1.5%

* output measured on a value-added basis in current U.S. dollars
e But thls has also been fue”ed by Source: United Nations Statistics Division

geopolitical rivalries and are examples of @®06 Bl statista?a

geoeconomics in action!



Geoeconomics: In
search of a working
definition...

Generally, perceived as —
the use of economic tools
to advance geopolitical
objectives.

No consensus on the &
definition of geo-
economics
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Origin of the term

Term coined by Edward
Luttwak in 1990 and a more

recent (2016) work

From Geopolitics to Geo-Economics
Logic of Conflict, Grammar of Commerce_________

__Edward N. Luttwak

XCEPT FOR THOSE unfortu-
nate pans of the world where
armed confrontations or civil

strife persist for purely regional or internal
reasons, the waning of the Cold War is
steadily reducing the importance of military
power in world affairs.

True, in the central strategic arcna,
where Soviet pawer finally encountered the
de fucto coalition of Americans, Europeans,
Japanese, and Chinese, existing military forces
have diminished very little so far. Neverthe-
less, as a Soviet-Western war becomes ever
mare implausible, the ability to threaten or
reassure is equally devalued (and by the same
token, of course, there is no longer a unifying
threat o sustain the coalition against all divie
sive impulscs). Either way, the deference that
armed strength could evoke in the dealings of
governments over all matters—notably includ-
ing economic questions—nhas greatly declined,
and scems set to decline further,

Everyone, it appears, now agrees that the
methods of commerce are displacing military
methods—with disposable capital in lieu of
firepower, civilian innovation in lieu of mili-
tary-technical advancement, and marker pen-
etration in lieu of garrisons and bases. But
these are all tools, not purposes; what pur-
poses will they serve?

Edward N. Lun holds the Burke Chair in
Strategy at the Center for Strategic and In-
ternationsl Studies, Washington, D.C.

Tie Nations I

If the players left in the field by the
waning impartance of military power were
purcly economic entities—labor-sellers, cn-
treprencurs, corporations—then only the
ic of commerce would govern world af-
fairs. Instead of World Politics, the intersect-
ing web of power relationships on the inter-
national scene, we would simply have World
Business, a myriad of economic interactions
spanning the globe. In some cases, the logic
of commerce would result in fierce competi-
tion. In others, the same logic would lead to
alliances between cconomic entities in any
location to capitalize ventures, vertically in-
tegrate, horizontally co-develop, co-produce,
or co-market goods and services. But compet-
itively or cooperatively, the action om all sides
would ahoays unfold without regard to frontiers
If that were to happen, not only military
methods but the logic of conflict itself—
which is adversarial, zero-sum, and paradox-
ical—would be displaced. This, or something
very much like it, is in fact what many scem
to have in mind when they speak of a new
global interdependence and its beneficial
consequences. !

“The logic of conflict is “zero-sum” since the gain
of one side is the loss of the other, and vice
versa. That is so in war, in geopolitical con-
frontations shost of war, and i oligopolistic
competition (a3 the market share of one oli-
gopalist can only increase at the expense of
another's); but not in a many-sided (“perfect”)

w7

ROBERT D. BLACKWILI

JENNIFER M. HARRIS

War
Other

Means

GEOECONOMICS AND STATECRAFT




U.S. Secretary of State, George C. Marshall and others at Harvard University, 5 June 1947

CHINA'S PROPOSED
BELTAND ROAD INITIATIVE

Central Asia

® Persian Gulf
Mediterranean Sea £

[ ] South Asia

Western Asia @ @ South China Sea

»

& Southgast Asia#
. @ South Pacific Ocean

Indian Ocean

s Geoeconomics new?

e From American Marshall Plan to the
China’s Belt and Road Initiative




Rise of China as the driver of the new
eoeconomic order

CHINA VS UNITED STATES: GDP COMPARISON : ; -
Gross National Income in PPP § (trillion)
GDP, current price
(billions of USpdoIISarsi 25
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The gap between the GDPs of China
and the US kept increasing until
5000 2006, when it reached its maximum.
i From then on, the gap is reducing. 5
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Source: https://www.visualcapitalist.com/global-chinese-financing-is-fueling-megaprojects/

Chinese-
backed
projects
since 2000



Asia will be the
main centre of
geoeconomics
playground

» China regaining
economic leadership
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Geoeconomics and the
multilateral trading

system

The U.S. not
clear about its
options to deal

with China

USTR was
established as a
separate entity
out of the State

Department

Traditionally, the
U.S. did not have
both an
economic and
strategic
competitor

The rules-based
multilateral
trading system
(WTO) was
established in
1995.

Source: from citizen.org




U.S. foreign policy, Geoeconomics, and the WTO

U.S. supremacy
after the cold
war

A neoliberal
model with

the WTO

China and
Russia joined
the WTO.

U.S.s main security Late 2000s: China’s
threats from rise — a shift of
“rouge states” and focus in U.S.
non-state economic and
terrorists. security strategies




810¢
£T0T
910¢
STOC
v10¢
€T0¢
¢To¢
TTO0¢C
o10¢
600¢
800¢
£00¢
900¢
S500¢
ooc
€00¢
Z00¢
Too¢
000¢
6661
8661
£661
9661
S66T

billions)

"

Exports of goods and services: China and the U.S. ($

China and the U.S.

2500
2000
1500
1000
500
0

=O=China —USA

810¢
910¢
¥T0¢C
Z10¢
0T0¢
800¢
900¢
700¢
200¢
000¢
8661
9661
661
2661

A

Exports of goods: China and the U.S. ($ billions)

0661

Exports to the Word

500
0

2500
2000
1500
1000
0

-O=-China —USA



2500

2000

1500

1000

500

0

China's exports (billion USS)

<O=Exports to the world —Exports to developing economics

China’s accession to the
World Trade Organization
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WTO : Specific Time Frame for settlement of Dispute

D | S p ute Consultation

Panel

Settl e m e nt Appellate body

Procedures  °®

Implementation nuusE
Top 5 Responaeuws ;

o '

China has defended 39 cases before the WTO,
the third highest number among the WTO’s 164 members.

Source: The World Trade Organzation

Figures correct as of 16 March 2017



rade disputes at the
WTO: U.S. vs China

Table 1. WTO disputes between China and the

United States, 2002-18

Case status

Total number of WTO cases
Settled via/during consultation
Ruling favoring complainant
Ruling favoring respondent
Split decision

Pending

Length of time

Average number of months
from initial consultation to
settlement

Average number of months

from initial consultation to panel

decision

Complainant

United China
States

23 15
9 1
N =
O 1
O 3
3 6
8 2
28 26

Sources: World Trade Organization (WTO); US
Trade Representative (USTR) Trade Policy
Agenda and Annual Report (various issues).



How Geoeconomics can affect the multilateral trading
system

e deal with state capitalism, currency manipulations!
e Labour and environment standards

U.S. allies: the WTO cannot

Demand for reforms e To Bring in new rules

In a member-driven e negotiations are difficult
organisation like the WTO e Bringing changes can be a lengthy process

The U.S attempted to e with more stringent provisions than WTO
s e the Trans-Atlantic Trade and Investment Partnership (TTIP) and
the Trans-Pacific Partnership (TPP)

develop new trading blocs




TPP did not materialize, but RCEP came to fruition

REGIONAL
COMPREHENSIVE
ECONOMIC
PARTNERSHIP
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How will the Biden Administration

deal with the issues?

Hy/’ WORLD TRADE Saa

-/' ORGANIZATION

Home About WTO News and events Trade topics WTO membership Documents, data and resources WTO and you

nome — fradetopies — dispute settlement — appellate body — members

DISPUTE SETTLEMENT: MEMBERS

Appellate Body Members

The Appellate Body is composed of seven Members who are appointed by the Dispute Settlement
Body (DSB) to serve for four-year terms. Each person may be reappointed for another four-year term.
Terms are staggered, ensuring that not all Members begin and complete their terms at the same time.

urrently, the Appellate Body is unable to review appeals given its ongoing vacancies

* WTO DG appointment

* Former Nigerian finance
minister Dr Okonjo-lweala is
the current DG

 WTO Appellate Division

e Should have 7 judges,
currently none

* and at least 3 are needed to
rule on a case

* a stop-gap measure in place

If there is going to be a
significant shift in U.S. stances?




Bangladesh: LDC graduation and
Unfolding Geoeconomics
|andsca PE » Bangladesh needs a stable

global trading environment,
boosted by a recovery from
the Covid-19 pandemic

* New trading opportunities

 Attracting foreign direct
investment

What impact of the rise of
Geoeconomics?




Exploring
opportunities in
Geoeconomic
minefields

* A weakened MTS has triggered a new bout
of heightened protectionism

* ‘Made in China 2025/, ‘Make in India’, and
‘America first’

* Post-Covid, policy push for shifting supply
sources away from China—a protectionist
agenda?

* Continuation of trade benefits and
privileges after graduation: pursuing
through the WTQO?




3 plus 1 geoeconomic
powers

U.S., China, the EU, and (India at a
regional level)

The EU perhaps has been less
proactive in making use of
geoeconomics.

But the EU has a great deal of
scope for using Geoeconomics.

The EU was keen to have an FTA
with Vietham

For Bangladesh, it might be a
different situation.




Rise of geoeconomics can
be a double-edged sword

Investment diversion away from
China can benefit countries like
Bangladesh (but, unsettling
global rules can be a problem)

Geoeconomic rivalry could mean
increased investment sourcing
from India and China

Rival powers could compete to
offer better trade concessions
and investment deals

Making use of such
opportunities and avoid
being a victim of
geopolitical rivalry.




g,

COVID-19

Coronavirus
Vaccine

Geoeconomics

minefields

Vaccine diplomacy of China and India

However, in Rohingya crisis, both China and India
failed to provide unequivocal support to
Bangladesh

e China is one of the largest investor in Myanmar and its biggest
trading partner

¢ India has been trying to counter China’s clout in Myanmar by
constructing a strategic ports, highways, and other massive
investments.

In Nepal, Sri Lanka and Maldives — there have been
geoeconomics rivalry tensions

The Bangladesh-China-India-Myanmar corridor:
progress stalled



Policy Implications

A reinforced integration of foreign
policy, trade policy, and economic
development objectives is needed.

Strongly advocate for a rules-based
multilateral trading system

Maintaining productive relations with
both China and India are critical.

Avoid falling into either India’s and
China’s power orbit

Proactively pursue favourable trade
deals with India and China

Have an open mind about investments
from India and China considering the
merits of individual projects.




Policy Implications

Assess risk of debt
unsustainability for any
concessional loans and from China
and India.

Settling post-LDC trading
arrangements with the EU and UK
will greatly help insulate from
uncertainty in export trade.

A productive bilateral relationship
with the U.S. is also important.
(FTA or a mega-trading bloc)

Build diplomatic and trade
negotiation capacities so our
interests can be pursued without
being a victim of geopolitical
competition of rival economic
powers.




Thank you.




