
 

 

The issue of bilateral trade links 
 
Bilateral trade agreements are agreements between countries to promote trade and 
commerce, expand access between two countries’ markets and increase investment and 
economic growth, through ‘levelling the playing field’ for business operations. Unlike 
standard trade deals, BTAs are not required to adhere to the rules of the World Trade 
Organisation (WTO). 
 
These aims are achieved using: the elimination tariffs and trade barriers to give firms a price 
advantage, a mutual agreement to not undercharge goods as a means of gaining unfair 
market share or eliminating competing firms, the refrainment from using unfair government 
subsidies to lower production costs for strategic industries, the standardisation of 
regulations, labour standards, and environmental protections and agreements to not steal 
the other's innovative products, by adopting each other's copyright and intellectual 
property laws. 
 
The U.S.-Colombia Trade Promotion Agreement (TPA) was enacted on May 15, 2012, with 
agreements signed on trade, labour rights, environmental protection, asset sharing, 
chemical control, ship-boarding, renewable energy, science, technology, and civil aviation. 
The TPA has successfully increased trade and stimulated economic growth in both nations. 
US agriculture exports have increased twofold, reaching over $2.5 billion in 2019, as well as 
over 90,000 jobs have been created by US-owned affiliates, in Colombia. 
 
On July 17, 2018, the world’s largest bilateral trade agreement (BTA) was signed between 
the European Union and Japan, covering 600 million people and almost a third of the global 
economy. The agreement, which was officially implemented in February 2019, removed 
97% of tariffs on European exports, such as wine and cheese, 99% of tariffs on Japanese 
goods, and reduced trade barriers for Japanese automakers and electronic firms. Prior to 
the agreement, EU firms were exporting over €86 billion in goods and services to Japan; it is 
therefore expected that these figures will rise considerably in upcoming years, and that EU-
Japan relations will deepen. 
 
Bilateral trade agreements incentivise firms to participate in international trade by reducing 
or eliminating tariffs, allowing them to access and grow in new markets with lower costs of 
production and lower prices that benefit consumers. Naturally, this level of facilitation also 
increases international trade, as evident in the US-Morocco BTA of 2006, which caused the 
goods trade surplus to grow by 2178% in just four years. 
 
The nature of bilateral trade involving only two economies or nations makes negotiating 
terms of agreements much easier than in multilateral trade agreements (involving three or 
more economies or nations). This also means that BTAs can go into effect and stimulate 
economic growth much faster than within MTAs and larger trading blocks. 
 
However, the economic benefits for smaller domestic firms are limited and dependent on 
their ability to compete with larger foreign corporations, as trade barriers and tariffs 
previously acted as a protection of their price advantage. As less successful domestic firms 



 

 

fail, jobs and therefore tax revenue may be lost, straining the government and effecting the 
GDP. 
 
Additionally, bilateral trade agreements often trigger the formation of competing BTAs in 
other countries, eroding the advantages of the original agreement. 
 
Points to consider 

• Can the same levels of economic growth be achieved with protectionist policies? 

• Do protectionist policies limit opportunities for economic growth? 

• How can domestic firms be protected without tariffs and trade barriers? 

• How are the benefits of bilateral trade links distributed across all affected parties? 

• Does bilateral trade have consistently negative impacts for any groups of people? 
 
Useful links 

• https://www.investopedia.com/terms/b/bilateral-trade.asp 

•  https://theconversation.com/eu-japan-trade-deal-comes-into-force-to-create-worlds-
biggest-trade-zone-110729  

• https://www.ft.com/content/e74fd99a-aa89-4cd8-a759-9ccc25f8ca27 

•  https://www.economicshelp.org/trade2/arguments-against-free-trade/  

• https://www.economicshelp.org/trade2/benefits_free_trade/  

• https://tribune.com.pk/story/2300050/free-trade-an-engine-for-growth-or-for-
exploitation 
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