
 

 

Question 27 (20 marks) 

Discuss the contributions of international organisations and trade agreements to 

global economic growth and development.  

Economic growth refers to an increase in the capacity of an economy to produce 
goods and services. This growth can be measured in nominal or real terms, 
however it must be adjusted for inflation if it is measured in real terms. On the 
other hand, economic development is measured using HDI and takes into 
consideration living standards, literacy levels, and the general well-being of a 
society. Both global economic growth and development can be achieved through 
globalisation, which refers to the process of increasing integration between 
different economies through the breaking down of barriers, resulting in the 
establishment of a single world market. However, it has been widely debated by 
economists whether international organisations and contemporary trading blocs 
and agreements have hindered or promoted the process of globalisation.  
 
Whilst having some restrictions, international organisations such as the World 
Trade Organisation (WTO) and the International Monetary Fund (IMF) have 
promoted globalisation, and thus economic growth and development, to a large 
extent by enabling vital drivers of globalisation. In particular, international trade 
in goods and services, financial flows and foreign investment.  
Meanwhile, trading blocs and agreements such as the European Union (EU) and 
the North American Free Trade Agreement (NAFTA) have not particularly 
contributed to globalisation as they act as ‘stumbling blocs’ to global free trade. 
Therefore, obstructing the process of globalisation. As such, the extent to which 
the aforementioned international organisations and trade agreements encourage 
globalisation, which leads to global economic growth and development, will be 
explored. 
 
The WTO is the largest multilateral trade agreement, with 164 member nations, 
and plays a crucial role in promoting globalisation through implementing global 
trade agreements and settling trade disputes between nations. The WTO has 
successfully increased trade liberalisation, as there have been reductions in 
average tariff rates, with a 40% decrease in tariffs on industrial products and a 
lesser amount of imports being charged of high duty. Also, since the formation of 
the WTO international trade has increased by around 20% of global output. 
However, the WTO has been subject to numerous criticisms, including the 
inefficiency of the Doha Round. The negotiations of the Doha Round began in 
2001 and have not yet being concluded due to the non-compliance of economies, 
such as the U.S.A and the EU. Nevertheless, the WTO has contributed significantly 
to the globalisation process by facilitating international trade in goods and 
services. This can be seen by the increase of trade from 38% of global output in 
1990 to 65% in 2008. Thus, the WTO has evidently encouraged global economic 
growth to a large extent. 
 
 
 
 



 

 

Globalisation has been accompanied by financial problems as the integration of 
economies increase. It is the role of the IMF, with 189 nations, to deal with these 
clashes. Its main purpose is to ensure the stability of the international monetary 
and financial system. The IMF is accountable for lending funds to countries 
experiencing short-term balance of payments problems or exchange rate crises. 
This is executed through their Special Drawing Rights, in which each nation 
deposits a certain amount of funds with the IMF, which the IMF then uses to 
assist countries in the midst of a financial crisis. During the GFC in 2008, the IMF 
injected $250b into the global economy to increase liquidity in financial markets. 
Moreover, the IMF supports the free trade of goods and services like the WTO. 
The policies of the IMF generally require countries to open up to world markets 
further enhancing the process of globalisation. This was evident during the 1991 
BOP Crisis in India where India was directed to allow foreign companies to enter 
its market, and thus facilitating FDI in order to access `2.2 billion and increase 
development, demonstrating the IMF’s role in contributing to globalisation. On 
the other hand, the IMF has been subject to some criticism regarding their 
policies which can lead to economic hardships. This is demonstrated through the 
Asian Financial crisis in the late 1990s. The IMF demanded governments to 
adopt contractionary monetary policies which led to disastrous outcomes. 
Nevertheless, the financial assistance provided by the IMF allows economies to 
access funds which enables economic growth, leading to economic development.  
 
In contrast, trade agreements create trade diversion as they only impact member 
nations with the exclusion of all non-members. They often impose large trade 
barriers to non-members. Therefore, trading agreements create regionalisation 
instead of promoting globalisation and act as stumbling blocs to global free 
trade.  
 
The EU is the world’s largest trading bloc with 28 member nations, and is a 
monetary union which involves the adoption of a common currency (the euro) 
and similar interest rates since the monetary policy is coordinated by the 
European Central Bank. The aim of the EU is to demolish trade barriers between 
EU members and encourage free trade between members.  
The Common Agricultural Policy (CAP) by the EU misleads trade in agricultural 
goods since the EU are applying high rates of protection. This has led to trade 
diversion as numerous efficient agricultural producers have reduced export 
opportunities due to the CAP. Moreover, the EU has been accused of being a 
limited trading bloc as they have particularly high tariffs against non-member 
countries. This is evident by the 2007 statistic signifying that trade within the EU 
consists of 70% between members, whilst trade outside the EU was just over 
30%. Consequently, the EU has influenced globalisation to a very limited extent, 
instead promoting regionalisation.  
 
Another trading bloc, NAFTA, consists of the USA, Mexico and Canada. This trade 
agreement has increased trade as traded barriers on most products have been 
eliminated. As a result, trade relations between member nations have developed 
with approximately 40% of the products of US imports being from Mexico and 
25% being from Canada. However, equal trade opportunity is restricted for non-



 

 

members. Thus, NAFTA is similar to the EU in the way in which it does not 
promote global economic growth or development as it limits globalisation.  
 
In summation, international organisations such as the WTO and the IMF 
encourage globalisation, and thus economic growth and development to a 
significant extent. This is as they are non-exclusive and promote key drivers of 
globalisation, such as financial flows and FDI. In contrast, trading agreements 
such as the EU and NAFTA have caused trade diversion as they create a 
regionalised environment for trading. Thus, they act as stumbling blocs towards 
global free trade and encourage globalisation to a lesser extent.  
 

 

 

 

 

 

 


