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Feature Article

President Clinton versus Prime Minister Peel:

the Obsession with Reciprocity
By Jagdish Bhagwati

Bhagwati suggests that the Clinton administration abandon its "obsession with
reciprocity” and proceed unilaterally to reduce trade barriers.

In 1846, Prime Minister Robert Peel, speaking in the Parliament for a British
policy of unilateral free trade, had argued eloquently: “I trust the Government... will
not resume the policy which they and we have found most inconvenient namely, the
haggling with foreign countries about reciprocal concessions, instead of taking that
independent course which believe to be conducive to our own interests. Let us trust
to the influence of public opinion in other countries — let us trust that our example,
with the proof of practical benefits we derive from it, will at no remote period insure
the adoption of the principles on which we have acted.”

As US trade policy founders on the shoals of reciprocity, crippling the post-
war leadership of that great nation of the world trading system, “the proof of practi-
cal benefits” from her “first mover’s advantage” in unilateral deregulation and open-
ness in modern sector in modern sectors such as finance and telecommunications is
indeed beginning to move other nations to follow the US course. President Clinton
needs to ponder Prime Minister Peel’s words, abandon the counsel of his current
advisors, and change course.

Indeed, except when it aggressively seeks unrequited trade concessions
from others under threats of sanctions, United States trade policy has now become a
prisoner of the doctrine of reciprocity, where no trade concession is made unless
matched by other nation’s and access to one’s market must be equal to that offered
by others.
This was manifest in the withdrawal of the United States from the WTO
pact on banking and financial services over a month ago because there were “insuffi-
cient” reciprocal concessions by other countries and it wished to discriminate against
these nations. Remarkably, leadership on the issue was seized by Sir Leon Brittan
and the European Union; their efforts rescued the pact until 1997 with its non-dis-
criminatory MFN feature intact.

The same exaggerated concern with reciprocity, reflecting the assertion that
the Japanese markets are closed to the US whereas the US markets are open, has
prompted Japan-baiting Section 301 tactics with demands for instant gratification in
the form of managed-trade targets such as on purchases of parts. It led to the thinly-
disguised debacle at Geneva in the US-Japan car dispute. By threatening Japan with
punitive tariffs which were bound and whose imposition would thus be manifestly
WTOr-illegal, and by demanding that Japanese firms in the US buy more US-made
parts when in fact the TRIM agreement at the WTO forbids such domestic-content
pressures, the United States wound up with the predictable outcome where the
Japanese government faced down these tactics and demands almost contemptuously.

Feature Article 3



