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Abstract: Since the signing of the General Agreement on Tariffs and Trade (GATT) and the creation of
the World Trade Organization (WTO), preferential trade agreements (PTAs) have been an interesting
tool to promote international cooperation through the granting of non-reciprocal and/or unilateral tariff
preferences by developed countries to developing countries. These international agreements have
tended to generate critical trade dependencies for the receiving countries. Due to the circumstances
of world trade and due to the lack of interest of the grantors to maintain this type of tariff preference,
these developing countries are forced to renegotiate their PTAs into to free trade agreements (FTAs).
To demonstrate this, we conducted a qualitative analysis to characterize the behavior of PTAs
and their impact on the configuration of FTAs and to obtain indicators and trends. The results
suggested a predominance of FTAs and a decline in PTAs. This was done to maintain access to the
markets within those granting countries, which also became the main trading partners of these PTA
recipient countries.

Keywords: preferential trade agreements; free trade agreements; international cooperation;
multilateral trading system; international relations

1. Introduction

Historically, preferential trade agreements (PTAs) have been regarded as a type of international
treaty in which a country grants tariff preferences to either one or several countries, with the latter not
obliged to offer any kind of tariff benefit to their counterpart in return. In other words, within PTAs,
unilateral concessions are generally granted by developed countries in terms of a full or partial
reduction in customs taxes on certain products that may be likely to be imported from such developing
countries (OECD 2005; WTO 2019a).

Thus, it can be said that PTAs can be understood as a way in which special and differential
treatment (S&D) is applied, consisting of the adoption of asymmetric trade liberalization measures
and programs that typically end up reflecting non-reciprocal trade preferences among different states
within the international political system (Giordano et al. 2004).

In fact, S&D, by definition, highlights the dynamics of international relations among countries
with dissimilar levels of development. By default, this leads to negotiating commercial schemes of
non-reciprocal, concessional treatment in order to favor those countries with development problems,
with the purpose of enhancing their growth and subsequently facilitating their insertion into world trade.
Given its relevance, S&D was, hence, incorporated as a principle into Article XVIII “Governmental
Assistance to Economic Development” when the General Agreement on Tariffs and Trade (GATT) was
created—and still acts as the main legal system in the current Multilateral Trading System led by the
World Trade Organization (WTO) (Diez 2001).
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Authors, such as Büthe and Milner (2008), argued precisely that traditionally developing countries
that receive tariff benefits through PTAs usually also implement mechanisms to engage with foreign
investors concerning the treatment of their assets, which collaterally enables developing countries to
attract more foreign investment and, therefore, boost their own economic growth. In this way, it can be
said that with relevant episodes, such as the plans to rebuild Europe after the end of World War II,
the emergence of the United Nations (UN), and the decolonization process, international cooperation
took a leading role in international relations. This was due to countries adopting mechanisms to
transfer monetary resources directly to a recipient country, in order to improve their development
indicators. However, cooperation is to be analyzed from a human development perspective that goes
far beyond a mere economic vision (Duarte and González 2015).

In this article, we aim to describe, after the end of the Second World War, the behavior of PTAs
when international cooperation was consolidated with the role of the UN. We also aim to highlight
how many of these PTAs, understood as trade agreements, have become free trade agreements (FTAs),
which show a weakening of the S&D within the Multilateral Trading System and therefore an evident
decline in cooperation in international relations. Regarding this phenomenon where PTAs tend to
shift to FTAs, the situation responds to the new interest of certain developed countries in reducing
their aid and tariff preferences to other developing countries. This can be explained partly by the
current dynamics of the international system where countries adopt protectionist measures in order
to safeguard their economic interests. In this sense, some states appear reluctant depending on the
expected costs and even opportunism within international relations, as they consider their capacity for
political-economic action to be limited within the world government paradigm (Lake 1996, 2009, 2011;
Martin 2015; Fernández 2009). It is necessary to consider the possible effects of the great recession
on this type of support program with the unilateralism of some developed countries (Baldwin and
Evenett 2008; Rosales 2009; Evenett and Fritz 2018) and the expected worsening of protectionism
within international trade (Baena et al. 2017; Baena and Londoño 2020).

On the basis of the above, is it possible to state that the shift of PTAs to FTAs is undermining the
S&D and to also reveal the decline in cooperation in international relations in this regard? Along these
lines, this research proposal opens the debate on how cooperation shows a significant change in the
dynamics at present, as well as how certain developed countries that grant not only capital transfers
but also particular unilateral tariff preferences through PTAs may end up generating a significant
commercial dependence in the beneficiary developing countries. The foreign trade policy of all parties
may be conditioned in the medium and long terms, in addition to becoming an instrument of pressure
for developing countries so that developed countries can move forward in achieving specific objectives
relating to their own political interests (Lavopa 2012).

The type of study is outlined in the methodology section and the sources used are also
presented, which are mainly supported by the WTO’s “Preferential Trade Agreement” database,
whose content guarantees a high level of veracity for the present analysis given its remarkable reliability.
The development of schemes and tables is consequently proposed in the results section in order to
present, in a more dynamic way, how the theoretical behavior of PTAs, FTAs, and cooperation in
international relations is currently described. Then, the conclusions are presented in the final section
of this work in addition to recommendations and future lines of research deriving from the present
scientific research proposal.

2. Literature Review

Preferential Trade Agreements (PTAs) and Their Relationship within International Cooperation

Trade agreements have become one of the most relevant, studied phenomena in the international
economy for boosting trade interchange and to take advantage of the specialization and cost advantages
offered by each country. In this way, trade agreements can face specific, harmful effects from excessive
protectionism, which often leads to problems of inefficiency, as this may allow companies to survive



Soc. Sci. 2020, 9, 139 3 of 17

that end up incurring higher costs than necessary. On the other hand, this may generate inefficiencies
in consumption because consumers are displaced from the market who would be willing to pay
what it costs to produce that item without the artificial overpricing of the tariff. Therefore, currently
there exists a growing enthusiasm of many countries seeking to reduce certain protectionist trends
characterized by the excessive use of tariff and non-tariff barriers within trade flows worldwide.
Researchers estimated that approximately half of the world’s trade is carried out among countries
that have managed to implement these types of agreements. Then, this approach for liberalizing
the economies of protectionism is a widespread foreign policy instrument that promotes the process
of economic integration reducing the latent protectionism within the current globalization model
(Tugores 2002; Estevadeordal and Suominen 2009; Vanegas and Baena 2019).

In general terms, Hassan (2001) also stated that trade agreements are essentially a precedent for
a potential integration of countries as trade liberalization not only aims to strengthen relations but
can also offer significant gains for the parties that intervene in the process by eliminating tariff and
non-tariff barriers within the general framework of trade agreements. Additionally, as Trejos (2009)
argued, trade agreements, in addition to promoting tariff reduction and eliminating other non-tariff
barriers, also allow for the reallocation of productive factors in each country as well as encouraging
changes in production, consumption, exports, imports, and even influencing the price of all factors and
goods of the parties involved. Another relevant and still relatively unknown feature of international
agreements is related to the creation of specific norms that can regulate a large number of issues that
are not clear in the WTO legal system. This occurs with export restrictions and other similar trade
matters (Baena 2019).

According to Bearce (2003), trade agreements can also help reduce the incidence of interstate
conflicts of a political nature due to the advantages they offer in terms of new business opportunities;
this is why the participating governments ponder the potential benefits that the agreements may bring
in the future. This occurs through a dialogue focused on social development, which can both foster
trust between the parties and allow the creation of specific commitments delving into matters other
than what is exclusively commercial within this type of international agreement.

Consequently, there is an important background that renders the dynamics of trade agreements
subject to the governance model within contemporary international relations. In this case, non-commercial
aspects of increasing scope in the participating countries’ agenda are involved, as happens with the
consolidation of democracy, human rights, the environment, and corruption and labor standards,
among other issues increasingly linked to the signing of these agreements (Milewicz et al. 2018).
Precisely those states with more consolidated democracies tend to be more likely to participate in the
dynamics of free trade. In this sense, it may be asserted that interstate cooperation in trade matters
depends largely on the type of political regime of the participating countries since, as states become
more democratic, they are more likely to conduct mutual trade agreements. In fact, the empirical
evidence in this regard suggests that, after the Second World War, the most consolidated democracies
have effectively been those that have created the most agreements of this type, given that they are
actually more commercially cooperative than less democratic countries (Mansfield et al. 2002a, 2008).

In this vein, according to Duarte and González (2015), the international system has become crucial
for international cooperation and state development today. A complex network of actors, institutions,
bodies, and even mechanisms have been formed to achieve this goal. The United Nations (UN) is one
of these outstanding actors, which is primarily sustained by the diversification of its international
agenda, which goes far beyond economic and security issues. The UN also promotes friendly relations
among nations, seeks to achieve international cooperation to solve global problems, and serves as a
center that harmonizes the actions of states around the world.

In this way, the UN currently represents one of the most important strategic efforts in the history
of international relations; since within this international organization, in which most of the countries
of the world are represented, it constitutes a forum for dialogue and discussion between countries.
The UN is currently the most effective instrument for attempting to find solutions to global problems,
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in the field of economic, social, political, cultural, demographic, and geographical development issues,
among other social issues. However, the willingness to cooperate in international economic relations
is not the result of a few days, but the result of a long process and is not exempt from tensions
(Ugarte Vega-Centeno 1996).

We clarify that international treaties—even those of a commercial nature, as in the case in
point—are regulated by the 1969 Vienna Convention, which establishes the legal system that delimits
all the key elements concerning the validity of this type of agreement among states and/or international
organizations. Similarly, there are different types of trade agreements, not only according to the number
of members they have, their length, object, and purpose, but also even depending on the reciprocity
based on the granting of tariff preferences (Sánchez 2010; Pardo 2014; Baena and Cardona 2019).

For this reason, we suggest that there are different types of trade agreements (see Table 1), which can
be understood as an association of countries and/or commercial blocks that seek to liberalize trade
either reciprocally or non-reciprocally, under a set of explicit conditions regarding access to specific
markets. Such association can thereby also be, in broad terms, unilateral, bilateral, or multilateral
(Kembayev 2009; WTO 2011; De Boyrie and Johns 2013; Missios et al. 2016).

From the sources mentioned above and according to Kennedy (2011), PTAs and/or preference
laws have historically been a striking type of trade agreement considering that after GATT was formed
as a legal system in 1947—in an attempt to establish international standards for conducting world
trade—the view that the principle of equal treatment among countries was inadequate if countries
were not equal economically speaking was finally accepted. This situation also resulted in the insertion
of S&D into GATT Article XVIII “Governmental Assistance to Economic Development”, an agreement
that, at the time, was certainly not very enthusiastically received among developing countries; the latter
saw this agreement as an elite club whose promises of free trade became unsubstantial. This prejudice
gradually changed during all eight GATT rounds given that S&D, and therefore the possibility for
many developed countries to create and grant PTAs to developing countries, also started to be included
as a set expression in several GATT articles, legitimizing the opinion that developing countries should
be treated differently due to their economic circumstances.

Similarly, concerning the GATT negotiation rounds, it is necessary to highlight that, on the one
hand, they managed to clarify some possible discrepancies between Articles I “General Most-Favored
Nation Treatment” and XXIV “Territorial Application—Frontier Traffic—Customs Unions and Free
Trade Areas” of the GATT as a legal system. These potential inconsistencies often impacted the
legitimacy of international trade agreements, including PTAs (Cardona 2015; Lacarte and Granados
2004). The negotiation rounds, on the other hand, also made substantial contributions at the level of
the legal provision that allowed GATT to be supplemented with several complimentary legal texts.

This first contribution happened in the Tokyo Round (1973–1979), where the “Enabling Clause”
was also created, making it possible to reach trade agreements among developing countries to eliminate
barriers to trade, without eroding the principle of the most-favored nation (MFN). Another relevant
contribution happened in the Uruguay Round (1986–1994), which ended up as the precursor to the
WTO and the current multilateral trading system as it stands today (De la Reza 2015; Cardona 2017;
Baena and Fernández 2016). Therefore, the empirical evidence suggests that PTAs can generate
higher industrialization, an increase in the trade flows, and a clear economic development as a basic
positive effect in countries that receive this type of tariff preference. However, developed countries
that offer this benefit to developing countries are aware that this trade policy can also be, in time,
a potential disadvantage for their national interest and their domestic companies (Ito and Krueger 1993;
WTO 2011).
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Table 1. Types of trade agreements within the multilateral trading system.

Types of Agreements Regulation Generalities Information Sources

Preferential trade agreements (PTAs)
-Unilateral-

Vienna Convention on the Law of
Treaties -1969-

United Nations (UN)

These trade agreements are also known as “preference law
and/or unilateral tariff preferences” and are characterized

by the fact that one of the two participating parties—usually
a developed economy—grants full or partial nonreciprocal
tariff preferences on the tariff universe of products from the

beneficiary country—usually a developing economy.

(Piérola 2002; Panagariya 2002; Rose 2004;
Kolb 2008; USTR 2018; WTO 2019a; CBP 2020)

Partial scope1 agreements (PSAs)
-Bilateral-

General Agreement on Tariffs and Trade
(GATT)

-1947 and 1994-
World Trade Organization (WTO)

These trade agreements are also known as “economic
complementation agreements” according to their

liberalization level and are characterized in that their
parties grant each other reciprocal and partial tariff

preferences on the tariff universe of products from the
participating countries; these, however, are eventually

expected to turn into full preferences.

(Fiorentino et al. 2007; Cheong et al. 2018;
SUBREI 2019; WTO 2019b; UNESCAP 2019)

Free trade zones (FTZs)
-Bilateral-

Art. I “General Most- Favored Nation
Treatment,” Art. III “National Treatment

of Internal Taxation and Regulation,”
and Art. XXIV “Territorial

Application—Frontier Traffic—Customs
Unions and Free Trade Areas.”

These agreements are also known as “free trade agreements
(FTAs)” and are characterized in that their two parties grant

each other, as a general rule and in most cases, full,
reciprocal tariff preferences on the tariff universe of the

products from the participating countries.

(Hollenberg 2003; Ajami et al. 2006; Baier and
Bergstrand 2007; Baena 2018; Ramadan 2010;

WTO 2019a; SUBREI 2019)

Customs Unions (CUs)
-Multilateral-

Enabling Clause
-1979-

Tokyo Round

These agreements are also known as “economic
integrations” and are characterized in that their three or

more parties grant each other full, reciprocal tariff
preferences on the tariff universe of the products from the
participating countries. Given the complexity, matters that
go beyond the merely commercial are present within this
type of agreement, such as economic matters, monetary

affairs, social issues, immigration issues, and even political
matters, which are addressed to different extents or

integration levels over time within a complex
supra-nationality model.

(Kemp and Wan 1976; Whalley 1998;
Jovanović 1998; Bartels and Ortino 2006;
Balassa 2013; European Parliament 2018)

Source: Own elaboration.

1 Even though the commercial agreements in this compendium may seem questionable, the fact that theorists, such as Fiorentino et al. (2007), evaluated this category in studies on this subject
and analyzed their effects within international trade is to be highlighted. PSAs can be understood simply as an initial stage of liberalization among certain countries that hope to materialize
FTAs eventually.
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In this vein, according to Cassimatis (2011), PTAs have traditionally been considered an important
instrument to formally link international trade and other social issues, including human rights,
labor rights, and civil rights, among other matters. This can be understood as an attempt, by developed
countries, to promote overall growth and likewise to boost cooperation within international relations.
However, the overall picture is still bleak given that the world economy has failed to recover its growth
levels after the Great Recession of 2008. This event undoubtedly affected international cooperation
trends, paradoxically leading developed countries to withdraw the tariff preferences from PTAs and
also to restrict their capital flows, seeking to safeguard their interests. In this way, this scenario can
prevent the normal dynamics of economic growth within the model of international relations itself
(Cassis 2011; Acharya and Bengui 2018).

It is ultimately safe to assert that the possibility of improving the welfare of developing countries
through the logic of cooperation and the granting of PTAs lies in the occurrence of three key aspects.
The first is the relationship between the preferential access to certain products and the export
performance of such products; the second is the relationship between the increase in manufacturing
exports and the industrialization level; and last is the industrialization promoted by exports and
the economic welfare of developing nations. Therefore, the success of these commercial agreements
depends on only the fulfillment of these three circumstances (Sapir 1981).

Axelrod and Keohane (1985) concurred with the idea that cooperation does not equate to harmony
within international relations as the latter requires a full identity of interests among the parties,
whereas cooperation can only occur in situations that deal, in turn, with a mixture of conflicting
interests and complementary interests. Consequently, cooperation among countries is evidenced
when the actors adjust their behavior to the actual or anticipated preferences of others, which is why
cooperation is not necessarily considered morally good within international relations—this is also
characterized by the absence of a common world government that fully regulates all these interests.

Cooperation results are yet to reach expectations, even though there is a multilateral trading
system attempting to regulate the relations among its member countries in this sense, as well as
promoting S&D and the very principle of the MFN clause to protect the interests of developing
countries within its parameters of differential market access through PTAs. Despite considering the
fragility of the developing countries’ unity, the GATT-WTO paradigm appears to be experiencing a
significant stagnation in recent years. This is hindering progress on important issues in its agenda and
is caused by the lack of consensus among developed and developing countries, the latter having a
shortage of the necessary resources to use traditional instruments of power in international relations,
despite being a majority (Dos Santos et al. 2005).

Additionally, PTAs have faced key criticism because, in the first place, it is assumed that the
export sectors of the recipient countries of these agreements tend to be the greatest beneficiaries within
the structure of foreign trade, compelling the sector to put less pressure on national protectionism,
resulting in greater trade barriers in the country. In other words, it may be suggested that the interaction
between the GATT-WTO paradigm and the PTA tool to liberalize trade and promote cooperation
can negatively affect the import sector, which clearly undermines the normal development of trade
in countries (Tobin and Busch 2019). Secondly, Piérola (2002) similarly stated that the concessions
resulting from PTAs raised strong questions regarding the legitimate scope of the S&D principle, due to
the fact that the implementation of tariff preferences created by these unilateral trade agreements has
only been applicable to a few developing countries instead to all developing countries, which violates
the MFN principle. In fact, regarding this situation and the differentiated tariff treatments, there have
been official conflicts in the past within the WTO dispute settlement mechanism, where the breach of
GATT Article I has been argued.

However, the strongest criticism, in the third place, deals with how PTAs can crack the sovereignty
of less developed countries. Certain economic powers granting non-reciprocal economic preferences
may potentially be searching for some kind of consideration that constitutes an element of pressure
for political purposes in order to spur the support of the countries receiving these benefits in various
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aspects. The latter countries may even adopt public policies that follow the same direction as the
international agendas of the developed countries granting the preferences (Lavopa and Dalle 2012).

Along these lines, Bartels (2003) added that given the current circumstances of the world economy,
after the Great Recession and with the stagnation of the multilateral trading system, certain developed
countries adopted a new foreign trade policy approach. This means setting aside international
cooperation as an economic instrument for the unilateral granting of preferences derived from the
PTAs. Hence, these types of trade agreements are no longer compatible with the new shift toward
non-reciprocity with developing economies. That is why developed economies tend to renegotiate
their current PTAs shifting to FTAs, where the tariff preferences are reciprocal in this last type of
trade agreement.

Thereby, the economic literature has addressed several explanations for the incentive for countries
to sign FTAs, among which is essentially the boom with respect to regionalism (Bhagwati 2008).
Mansfield et al. (2002b) and Wu (2004) addressed this increase in FTAs due to the spread of democracy;
while Mansfield and Pevehouse (2000), Martin et al. (2010), and Vicard (2008) addressed the issue of
geopolitical stability. Thus, this approach determined the reduction in PTAs and had an adverse effect
on the multilateral trading system (Bhagwati 2008).

In this context, there also exists the domino theory of regionalism where the increase in FTAs
may generate an incentive for countries to seek to sign FTAs as a measure to correct the growing
discrimination concerned with being outside this trading trend. Therefore, the signed FTAs create a
trend that may lead to new agreements of this type. This raises the possibility that FTAs are contagious,
where for example; a new FTA between two countries increases the likelihood that a third nation will
sign a new FTA with one of the two previous countries (Baldwin 1993; Baldwin and Jaimovich 2012).

On the other hand, there is another line that suggests that the failure of the Doha Rounds may be
the possible cause of the increase in trade agreements, both FTAs and other regional trade agreements
(RTAs). Although the data showed an increase in both FTAs and RTAs, there is a lack of clarity
regarding the counting of FTAs considering the accessions of new members within the RTAs total
inventory. Thus, the data may be deficient in including cases where these types of trade agreements are
considered together. There is also a line of thinking that suggests that the formation of PTAs responds
to the simple need for development in trade management and relationship agreements due to the
complex global convergence regarding world integration (Hartman 2013; Baena 2020).

Consequently, the situation mentioned above is explained not only by the reciprocity offered
by FTAs in terms of tariff reductions but also by the fact that these trade agreements, which have
become quite popular in recent years, offer other special features relating to flexibility in negotiation,
the possibility of including various commercial issues (such as services), as well as the likelihood of
the parties to reach an agreement on legal commitments outside the WTO. The latter, is especially
important considering that the WTO—with its current institutional problems—does not fully regulate
specific issues pertaining to international trade (Bhagwati and Panagariya 1996; Urata 2002; Crawford
and Laird 2001; Kinoshita and Barbosa 2016).

3. Methodology

Initially, and at the methodological level, a complete review of the literature was conducted with
the purpose of identifying articles, books, specialized websites, and related research that recognized
the main characteristics of PTAs in the multilateral trading system. Here, we stress that these are
regulated at the legal level by Article XXIV “Territorial application—Border traffic customs unions and
free trade areas” of the GATT as well as the Enabling Clause of the 1979 Tokyo Round.

Similarly, a descriptive study on PTA influences within the current cooperation paradigm in
international relations was performed. For the construction of the theoretical framework and/or
review of the literature, it was essential to investigate “The impact of PTAs within the economic
cooperation of countries and their relationship within international trade”. The foregoing has the aim
of contextualizing why these types of international agreements are increasingly losing prominence.
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This was done while considering the current dynamics of international trade, where unilateral tariff
concessions are becoming less common and where FTAs take on a special role in breaking down the
ideal of cooperation that PTAs traditionally tended to promote.

The database of the WTO on PTAs—in which all international agreements of this nature are
deposited—was examined and identified, seeking to evidence and characterize the behavior of PTAs,
highlighting their incidence in the configuration of FTAs within the multilateral trading system. In this
sense, the current research conducted a qualitative study in the terms of Quecedo and Castaño (2002),
where descriptive information is analyzed and the observable behavior of the researcher is presented,
who formulates possible explanations regarding specific phenomena. That is, this type of research is
inductive. Within this type of research, see Figure 1, concepts are understood and developed based on
data patterns, and not by collecting data to evaluate hypotheses or preconceived theories. Similarly,
within this approach, we emphasize the validity of the research through an empirical approximation
that reliably legitimizes potential explanations without reaching generalizations or absolute statements.
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Figure 1. Phases of the research for the current subject of study. Source: Own elaboration based on
Quecedo and Castaño (2002); Healy and Perry (2000) and Giddens and Phillip (2013).

Subsequently, in the last part of the methodological level, the results are proposed, and, through a
general qualitative analysis, indicators and trends are presented. Here, the predominance of FTAs
and the decline in PTAs can be observed. Thus, the relevance of the different techniques for social
research, typically supported by a qualitative approach, depends on the observation phenomena for
analysis. Implications in epistemological terms should also be considered. We performed this research
to produce new reflections and contributions to the knowledge in a specific field of social sciences to
strengthen academic discussion (Denzin and Yvonna 2005; Gisselquist 2014).

4. Results and Discussion

After conceptually describing PTAs and economic cooperation within the development of
international trade, we characterized the general behavior of PTAs, particularly highlighting their
impact on the current configuration of FTAs within the multilateral trading system. In this way,
and first, the total number of existing PTAs can be indicated, as seen in Table 2. This table covers the
period after the end of World War II, precisely when international cooperation gained a prominent
role in international relations and right after the signing of the GATT as a system of rules to regulate
international trade.
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Table 2. Historical list of the preferential trade agreements (PTAs) registered under the World Trade
Organization (WTO).

N◦ Grantor Name of the PTA In Force Since Duration

1 United States Former Trust Territory of the Pacific Islands 1948 Indefinite
2 European Union Generalized System of Preferences—European Union (EU) 1971 Indefinite
3 Japan Generalized System of Preferences—Japan 1971 Indefinite
4 Norway Generalized System of Preferences—Norway 1971 Indefinite
5 New Zealand Generalized System of Preferences—New Zealand 1972 Indefinite
6 Switzerland Generalized System of Preferences—Switzerland 1972 Indefinite
7 Australia Generalized System of Preferences—Australia 1974 Indefinite
8 Canada Generalized System of Preferences—Canada 1974 Indefinite
9 United States Generalized System of Preferences—United States 1976 Indefinite

10 Australia Pacific Regional Trade and Economic
Cooperation Agreement 1981 Indefinite

11 New Zealand Pacific Regional Trade and Economic
Cooperation Agreement 1981 Indefinite

12 United States Caribbean Basin Economic Recovery Act 1984 Indefinite
13 Canada Tariff Treatment for Commonwealth Caribbean countries 1986 Indefinite
14 United States * The Andean Trade Preference Act 1991 2013
15 South Korea Preferential Tariff for LDCs *- Republic of Korea 2000 Indefinite
16 United States African Growth and Opportunity Act 2000 Indefinite
17 European Union Trade Preferences for Western Balkan Countries 2000 Indefinite
18 Morocco Duty-free Treatment for African LDCs—Morocco 2001 Indefinite
19 Turkey Generalized System of Preferences—Turkey 2002 Indefinite
20 Iceland Generalized System of Preferences—Iceland 2002 Indefinite
21 Tajikistan Duty-free Treatment for LDCs—Tajikistan 2003 Indefinite
22 Chinese Taipei Duty-free Treatment for LDCs—Chinese Taipei 2003 Indefinite
23 Kyrgyz Republic Duty-free Treatment for LDCs—Kyrgyz Republic 2006 Indefinite
24 European Union * Trade Preferences for the Republic of Moldova 2008 2015
25 India Preferential Duty-free Treatment for LDCs 2008 Indefinite
26 Kazakhstan Generalized System of Preferences—Kazakhstan 2010 Indefinite
27 Russia Generalized System of Preferences—Russian Federation 2010 Indefinite
28 China Duty-free Treatment for LDCs—China 2010 Indefinite
29 European Union * Trade Preferences for Pakistan 2012 2013
30 Chile Duty-free Treatment for LDCs—Chile 2014 Indefinite
31 Thailand Duty-free Treatment for LDCs—Thailand 2015 Indefinite
32 Armenia Generalized System of Preferences—Armenia 2016 Indefinite
33 United States * Trade Preferences for Nepal 2016 2025
34 Montenegro Duty-free Treatment for LDCs—Montenegro 2017 Indefinite

Source: Own elaboration based on data from the WTO (2019b). Note: Least Developed Countries (LDCs).
* Non-renewed PTAs.

Although a total of 34 PTAs have been created within the multilateral trading system, three of these
unilateral tariff preferences, specifically the “The Andean Trade Preferences Act”, the “Trade Preferences
for the Republic of Moldova”, and the “Trade Preferences for Pakistan”, have all expired at the will of
their granting countries, the United States and the European Union. Moreover, “Trade Preferences
for Nepal” is also expected to expire by 2025, following the announcement of its grantor, the United
States. Thus, today, of the 34 existing PTAs, only 31 unilateral tariff preferences are in force, and it is
expected that, in the next five years, another of these PTAs will disappear. This is possible for the other
agreements in the case that their granting countries decide to allow expiration.

Second, PTAs are presented successively by number of beneficiary countries in Table 3,
which highlights trade agreements of this nature that unilaterally grant important tariff preferences for
developing countries.
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Table 3. List of PTAs by the number of beneficiary countries.

N◦ Grantor Name of PTA N◦ of Beneficiaries

1 Australia Generalized System of Preferences—Australia 177
2 Russia Generalized System of Preferences—Russian Federation 154
3 Turkey Generalized System of Preferences—Turkey 153
4 Kazakhstan Generalized System of Preferences—Kazakhstan 153
5 Armenia Generalized System of Preferences—Armenia 151
6 New Zealand Generalized System of Preferences—New Zealand 141
7 Japan Generalized System of Preferences—Japan 133
8 Switzerland Generalized System of Preferences—Switzerland 123
9 United States Generalized System of Preferences—United States 120
10 Canada Generalized System of Preferences—Canada 104
11 European Union Generalized System of Preferences—European Union 88
12 Norway Generalized System of Preferences—Norway 83
13 Kyrgyz Republic Duty-free Treatment for LDCs—Kyrgyz Republic 49
14 South Korea Preferential Tariff for LDCs- Republic of Korea 48
15 Iceland Generalized System of Preferences—Iceland 48
16 India Preferential Duty-Free Treatment for LDCs 48
17 Chile Duty-free Treatment for LDCs—Chile 48
18 Montenegro Duty-free Treatment for LDCs—Montenegro 48
19 Chinese Taipei Duty-free Treatment for LDCs—Chinese Taipei 47
20 Thailand Duty-free Treatment for LDCs—Thailand 47
21 Tajikistan Duty-free Treatment for LDCs—Tajikistan 45
22 United States African Growth and Opportunity Act 40
23 China Duty-free Treatment for LDCs—China 38
24 Morocco Duty-free Treatment for African LDCs—Morocco 34
25 Canada Tariff Treatment for Commonwealth Caribbean countries 18
26 United States Caribbean Basin Economic Recovery Act 17
27 New Zealand Pacific Regional Trade and Economic Cooperation Agreement 13
28 Australia Pacific Regional Trade and Economic Cooperation Agreement 13
29 European Union Trade Preferences for Western Balkan Countries 6
30 United States Former Trust Territory of the Pacific Islands 4
31 United States The Andean Trade Preference Act 1
32 United States Trade Preferences for Nepal 1
33 European Union Trade Preferences for the Republic of Moldova 1
34 European Union Trade Preferences for Pakistan 1

Source: Own elaboration based on data from the WTO (2019b).

Hence, it is possible to highlight that within all these PTAs, the “Generalized System of
Preferences—Australia” stands out with almost the total number of States in the world as beneficiaries.
Others, such as the “Generalized System of Preferences—Russian Federation”, the “Generalized System
of Preferences—Turkey”, the “Generalized System of Preferences—Kazakhstan”, the “Generalized
System of Preferences—Armenia”, the “Generalized System of Preferences—New Zealand”, and the
“Generalized System of Preferences—Japan”, present more than two thirds of the existing countries in
addition to as many PTAs.

Third, PTAs can also be recognized on the basis of the preferences granted (see Table 4). In this case,
trade agreements of this type that represent greater benefits for those developing countries that wish
to export to these granting markets are prominent, according to the tariff universe2.

2 The term tariff universe refers exclusively to all goods that can be imported within a particular market or country and
which may or may not, depending on the trade agreements signed as well as the level of competitiveness, enjoy tariff
preferences within each product line or category. In this case, the PTAs include many different products that receive these
tariff preferences from a grantor. The latter excludes certain strategic good for the internal economy of the grantor where the
tariff protectionism is not reduced for developing countries.
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Table 4. List of PTAs by the preferences from grantors.

N◦ Grantor Name of PTA Tariff
Universe

Universe with
Preferences %

1 Chile Duty-free Treatment for LDCs—Chile 8559 8450 98.70%
2 India Preferential Duty-free Treatment for LDCs 11,546 10,949 94.80%
3 China Duty-free Treatment for LDCs—China 8547 7527 88.10%
4 South Korea Preferential Tariff for LDCs- Republic of Korea 12,232 8972 73.30%
5 European Union Trade Preferences for the Republic of Moldova 9533 6954 72.90%
6 Canada Tariff Treatment for Commonwealth Caribbean countries 6827 4805 70.40%
7 Armenia Generalized System of Preferences—Armenia 9189 6179 67.20%
8 Switzerland Generalized System of Preferences—New Zealand 8523 5609 65.80%
9 European Union Generalized System of Preferences—European Union 9533 6160 64.60%
10 United States African Growth and Opportunity Act 10,898 6466 59.30%
11 Tukey Generalized System of Preferences—Turkey 16,511 9387 56.90%
12 Kyrgyz Republic Duty-free Treatment for LDCs—Kyrgyz Republic 10,991 5879 53.50%

13 Australia Pacific Regional Trade and Economic
Cooperation Agreement 6474 3384 52.30%

14 New Zealand Pacific Regional Trade and Economic
Cooperation Agreement 6474 3384 52.30%

15 Australia Generalized System of Preferences—Australia 6474 3283 50.70%
16 United States The Andean Trade Preference Act 10,514 5037 47.90%
17 United States Caribbean Basin Economic Recovery Act 10,898 5158 47.30%
18 Japan Generalized System of Preferences—Japan 9147 3032 33.10%
19 United States Generalized System of Preferences—United States 10,898 3517 32.30%
20 Russia Generalized System of Preferences—Russian Federation 11,610 2472 21.30%
21 Canada Generalized System of Preferences—Canada 6827 1188 17.40%
22 Norway Generalized System of Preferences—Norway 7179 922 12.80%
23 New Zealand Generalized System of Preferences—New Zealand 7926 473 6.00%
24 Iceland Generalized System of Preferences—Iceland 8981 323 3.60%
25 Chinese Taipei Duty-free Treatment for LDCs—Chinese Taipei 9137 143 1.60%
26 Morocco Duty-free Treatment for African LDCs—Morocco 18,272 232 1.30%
27 European Union Trade Preferences for Pakistan 9376 53 0.60%
28 United States Former Trust Territory of the Pacific Islands NI NI NI
29 United States Trade Preferences for Nepal NI NI NI
30 Kazakhstan Generalized System of Preferences—Kazakhstan NI NI NI
31 Montenegro Duty-free Treatment for LDCs—Montenegro NI NI NI
32 Thailand Duty-free Treatment for LDCs—Montenegro—Thailand NI NI NI
33 Tajikistan Duty-free Treatment for LDCs—Tajikistan NI NI NI
34 European Union Trade Preferences for Western Balkan Countries NI NI NI

Source: Own elaboration based on data from the WTO (2019b). Note: No information available (NI).

Therefore, currently, within all existing PTAs, seven of them, namely the “Tariff Duty Free Treatment
for LDCs—Chile”, the “Tariff Duty Free Preferential Regime for LDCs”, the “Duty-free Treatment for
LDCs—China”, the “Preferential Tariff for LDCs—Republic of Korea”, the “Trade Preferences of the
Republic of Moldova”, the “Tariff of Caribbean Commonwealth Countries”, and the “Generalized
System of Preferences—Armenia”, reach more than two thirds of preferences for their entire tariff
universe, thus standing out among all other unilateral trade agreements that grant this type of benefits
related to international cooperation.

Fourth and last, the PTAs that generated new FTAs can be identified in Table 5. This highlights
some grantors as well as economic blocks that have signed various commercial agreements of bilateral
and/or reciprocal typology with their former beneficiary countries.
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Table 5. List of PTAs resulting in the creation of FTAs.

Grantor Name of PTA N◦ FTA Signed in In Force Since

European
Union

Trade Preferences for the
Republic of Moldova 1 EU—Moldova 2014 2014

Generalized System of
Preferences—European Union 2 EU—Colombia and Peru 2012 2013

Trade Preferences for Western
Balkan Countries

3 EU—North Macedonia 2001 2004
4 EU—Albania 2006 2009
5 EU—Montenegro 2007 2010
6 EU—Serbia 2008 2013

Australia Generalized System of
Preferences—Australia

7 Australia—Papua New
Guinea (PATCRA) 1976 1977

8 Australia—Singapore 2003 2003
9 Australia—Thailand 2004 2005
10 Australia—Chile 2008 2009
11 Australia—Malaysia 2012 2013

Turkey Generalized System of
Preferences—Turkey

12 Turkey—Tunisia 2004 2005
13 Turkey—Albania 2006 2008
14 Turkey—Serbia 2009 2010
15 Turkey—Jordan 2009 2011
16 Turkey—Malaysia 2014 2015

United States

The Andean Trade Preference
Act

17 United
States—Colombia 2006 2009

18 United States—Peru 2006 2012

Generalized System of
Preferences—United States 19 United States—Jordan 2000 2001

Caribbean Basin Economic
Recovery Act 20

Dominican
Republic—Central

America—United States
Free Trade agreement

(CAFTA-DR)

2004 2006

Japan Generalized System of
Preferences—Japan

21 Japan—Philippines 2006 2008
22 Japan—Peru 2011 2012
23 Japan—Mongolia 2015 2016

India Preferential Duty-Free
Treatment for LDCs

24 India—Afghanistan 2003 2003
25 India—Bhutan 2006 2006

New Zealand Generalized System of
Preferences—New Zealand

26 New Zealand—Malaysia 2009 2010
27 New Zealand—Thailand 2005 2005

Tajikistan

Duty-free Treatment for
LDCs—Tajikistan

28 Tajikistan—Ukraine 2001 2002

29

Treaty on a Free Trade
area between members

of the Commonwealth of
Independent States (CIS)

2011 2012

Canada Generalized System of
Preferences—Canada 30 Canada—Honduras 2013 2014

Kazakhstan Generalized System of
Preferences—Kazakhstan 31

Eurasian Economic
Union

(EAEU)—Vietnam
2015 2016

Russia
Generalized System of
Preferences—Russian

Federation
32 Russia—Serbia 2000 2006

Source: Own elaboration based on data from the WTO (2019b).

5. Conclusions

PTAs originated from the post-war period as instruments for international cooperation after the
GATT was signed and were partially protected by Articles XVIII and XXIV. It was only in the late 1970s,
through the “Enabling Clause” developed in the Tokyo Round, that such unilateral trade agreements
were consolidated after the application of the MFN principle included in GATT Article I was excluded.

The top ten PTA grantors in the world, including countries such as Australia, Russia, Turkey,
Kazakhstan, Armenia, New Zealand, Japan, Switzerland, the United States, and Canada, grant unilateral
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tariff preferences to more than half of the developing countries in the world. However, the current
dynamics of international trade have resulted in the creation of a total of 32 FTAs out of the current 31
PTAs, redefining the entire essence of S&D.

Therefore, there is a clear lack of interest in developed countries to continue granting S&D through
new PTAs within the multilateral trading system. This trend renders the decline in cooperation within
international relations through the signing of new FTAs latent. We emphasize that this situation may
in fact be the result of the dependence created by the PTAs in developing economies, which tend to
consider the negotiating and signing of FTAs necessary so as to not lose certain tariff benefits in case
that the PTAs are not renewed by the grantors. PTAs are not always an instrument of international
cooperation exclusively of the developed countries as countries that have not reached this economic
status may also grant unilateral tariff concessions through PTAs.

Future lines of research could potentially deal with the reasons behind the lack of continuing
S&D-granting through PTAs to developing countries, as this is due to countless additional causes.

The new shift in the foreign trade policy approach adopted by developed countries could respond
to a change in the circumstances of both developing and developed countries. Developing countries
could improve their economic indicators, which would invite developed countries to treat them with
greater reciprocity. Developing countries could act as trading partners at a level similar to developed
countries, thus, providing both groups with positive results in commercial terms. PTAs, in this context,
would be losing their relevance.

The paradigm of international cooperation was influenced by the 2008 crisis as there still exist
some vestiges of protectionism left by the “Great Recession”, which prompted developed countries
to not renew pre-crisis trade privileges. This scenario, where PTAs lose relevance, could become
more acute in the current context of crisis due to the current global public health issue of COVID-19,
which could influence a shift of remaining PTAs to FTAs in the post-pandemic period. This may be
done in an attempt to recover the economies of many different countries considering the new challenges
for international trade.
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