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Coercive Bilateralism

Mains: GS II - Bilateral, Regional and Global Groupings and Agreements involving India
and/or affecting India’s interests.

Effect of Policies and Politics of Developed and Developing Countries on India’s interests,
Indian Diaspora.

Why in News?

Recently, the global trade order is undergoing a deep transformation, marked by a
significant shift away from multilateralism towards coercive bilateralism, spearheaded by
the United States.

What are the various global trade orders?

» Global trade orders - Global trade orders refer to the rules, norms, and institutions
that govern the exchange of goods, services, and capital between countries.

o Multilateralism - It refers to trade negotiations or agreements involving multiple
countries, typically under the framework of an international organization like the
World Trade Organization (WTO).

» Bilateralism - It refers to trade negotiations or agreements conducted between two
countries or two trading blocs.

e It highlights non-discrimination and common procedures for all members.

» Coercive bilateralism - It is a foreign policy approach that uses diplomatic power,
including threats of force, sanctions, or political isolation, to compel or deter another
state’s actions.

How US is using tariff to execute Coercive bilateralism?

e Increase in tariffs - United States announced a broad set of bilateral tariffs that were
high and uneven.

Countries Tariff Imposed
India

China
European Union

Tariff is a tax imposed by one country on the goods and services imported from another
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country to influence it, raise revenues, or protect competitive advantages.

» Working of tariffs

nd )

The government The importer now has The importer passes
imposes to pay +25% the value on this increased cost
25% tariff on imports of all his imports to the consumers via

E.g. $100,000 value of products means I"C'“s"r'ﬂ::' oduct
paying $25,000 tariff P

o Effects of tariffs on countries
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What are the consequences of coercive bilateralism?

e Fading of multilateralism - The WTO, once the anchor of the global trading system,
is being sidelined.

e Growth of power asymmetry - Smaller economies are now forced to negotiate
individually with a superpower, weakening their leverage.

 Inconsistency of global trade - Countries are being pulled into a web of inconsistent
standards, digital provisions, and tariff exceptions.

e Future challenges - This pattern of US approach could define global trade for a
generation.

» The danger is the content of the agreements being signed under pressure and at
speed.

 Shift in global trade - The US actions mark a deeper shift in the global trade order.

» Domestic political-economy fears about inequality, geopolitical fragmentation, and
post pandemic market challenges.

How the US trade policy shifted to coercive bilateralism?

e Advocated for multilateralism - In the past, US encouraged multilateralism,



spearheading the General Agreement on Tariffs and Trade (GATT) and the WTO.

« It pushed for tariff reductions, rule-setting, and dispute settlement mechanisms aimed
at making trade fair, transparent, and predictable.

o Shifted to bilateralism - Throughout the 1990s, the US gradually shifted from
multilateralism to bilateral trade agreements.

 Sidelining of WTO - The US announcement marked a move away from the rules-
based trade architecture of the World Trade Organization (WTO).

» Forced negotiations - Several countries began negotiating bilateral trade deals with
the US.

« This includes advanced economies like the United Kingdom (UK) to export-dependent
partners like Vietnam.

 Others, including India, are compelled to do the same, fearing that they face exclusion.

» Aggressive policies - The US is using its market access as a forcible instrument.

« Either countries should lower their tariffs, or US will raise their tariffs.

» Diplomatic Dilemma - The developing economies were compelled to either accept on
sensitive sectors or face a tariff shock.

« This could weaken exports and investment inflows.

» The US is no longer trying to fix multilateralism, it is bypassing it entirely and the
world is witnessing the rise of coercive bilateralism.

How nations have reacted to the US actions?

e Vietnam - A deal with Vietnam that slashed the proposed 46 %, tariff on Vietnamese
goods to 20 %
o The trans-shipped goods, especially from China, would face a 40% levy.
o Zero tariff to US products - Vietnam would offer zero-tariff access to US
goods, including large-engine cars, though the details remain unclear.
» For US, this was a political win and a message to others which states that a deal is
possible but only on Washington’s terms.
e The European Union - It is prepared to accept a universal 10% tariff on most exports
covering over €380 billion in trade.
o It is pushing for exemptions in sectors like pharmaceuticals, semiconductors,
aircraft, and alcohol.
e UK - Earlier agreed to a 10% tariff on cars in exchange for improved access for its
beef and aircraft engine sectors.
e China - Negotiated limitedly, restoring some rare earth exports to the US, though
core disputes remain unresolved.
 India - Indian officials are scrambling to resolve key differences, particularly over
dairy and agricultural imports.
o It is reportedly resisting broad concessions in these politically sensitive sectors.
o With nearly 18.3% of Indian exports are to the US, the risks are high.

What lies ahead?

A targeted agreement could be made necessary, to shield key Indian industries from
sudden hikes.
» India could Revitalize regional trade pacts, expand South-South coalition, and



contribute to WTO reform.
» Beyond the bilateral equation, India could also act multilaterally.

» Above all the nations could recommit to rebuilding a fair, rules-based system.
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