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Abstract

Regional trade integration, which proliferation has been evident since the 90ties of the twentieth
century, lost its historical role in supporting the world trade liberalization and became a crucial
obstacle to it. This element, being incorporated as legal into multilateral trading system, achievedew
features, and represent for governments a method moto promote an expansion of their progressive
industry, how to protect it from third countries competition at an expanded territory and how to
maintain at the same their markets closed for a copetition to their sensitive and strategic industry.
The preferences for the concept of protectionism inregional trade agreements is furthermore
supported by a deep interference of multilateral tading system into domestic policies of the WTO
members, which represents for governments an undeable challenge through the complex approach.
The “new protectionism” became also a cause of tHack of progress in the current WTO negotiations.

Introduction

Regional integration as a phenomenon of last jifigrs, and namely of the last two decades, erditestion
of many economists and other researchers. Sonfeeof tonsider the escalating regionalism to be gtym
of the fragmentation, which develops in parallethahe globalization and multilateralism. Some aush
support ideas of prosperity of regional integratéoml see in it as basis for global governancehéir vview,
this role of regional integration could be approwedwo ways: First, by a simple extension of tkgional
governance to the global one — they argue thab#mefits of the given cooperation are approvediwith
small scale. Second, through negotiations amonigmabentities of the same or similar interests/thegue
that it allows restricting the number of actorsiriternational relations and to simplify the negtitia and
facilitate its positive outcome. Very many econdsitsy to define the process of the “new regiomaligfor
example Bhaghwati, 1993), to link it to the fragraion as to the natural element of the world ecopnand
to analyze different role of individual regionalntees. In some of my previous analysis, | trieghtove that
the regional trade governance could not be extemgdebally and that the regional integration doe$ no
contribute to the world trade liberalization. Thegional trade integration (it would be better tferat as
preferential trade arrangement, because this typgreements is signed by states across regioosjg\ter,
has other aspects, which should be taken into deration in the process of analysing regionalism.

I would like dedicate this article to the questibmhat are prevailing reasons for the trade prefasén
agreements and regionalism in the global worldninview, understanding the reasons leading goventsne
to negotiate liberalization of trade in the framekvof limited territories, could help to explainetlexpansion
of preferential trade arrangement and could coutgitio an answer on the question “could the reditvade
integration be a building block for global governarof trade”. All these elements are related tosfage
sovereignty and trade protectionism as its featioréhe interference of the multilateral tradingteyn and
domestic policies and to the actual developmetrtaofe negotiations at multilateral and regionaklsv

Protectionism in the regional trade integration

In the expanding regional trade integration, weladdind very many reasons — some of them beingadedl
officially, some of them are hidden. For examplee tEuropean Union signed numerous regional trade
agreements with third countries, despite the proation of a need for further multilateral liberali®n and a
strengthening of the multilateral trade rules. H&bestated to have subordinated its trade polisyriments
and measures to the multilateral priority and teehased the new bilateral or regional initiativesyoas
complements where appropriate and necessary. largsmentation, EU proposes a new generation of
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bilateral free trade agreements, which build on Wii@s and address issues which are outside cfabge
of WTO agreements. Bilateral and regional agreesnant officially considered to be a tool for thepe
extension of trade liberalization and a way howptepare the ground for the next level of multilater
liberalisation.

If we do not analyze deeply this official declanati we could come to a conclusion that the nongssyin

the multilateral trade negotiations at the Worléhde Organization leads to the regional trade iategy, as
governments wish to find effective means of manggirade expansion and of supporting multilateral
negotiation, which outcome will lead to the benefitall from the point of view of economic growtsgcial
cohesion and environmental protection. If we trydisclose or decipher the wording of the proclaorain

the connection with the EU practice, we can ardna¢ the actual EU approach do not support sucmplsi
conclusion. On the contrary, it is more than prdbdbat regional trade integration and the neetike into
consideration a “spaghetti bowl” of all regionade agreements among the WTO members does not make
possible to come to a positive outcome of multitérade negotiations.

The EU, for example, has confined the applicatibitsoexclusively MFN tariff only to nine WTO memise
Even if their share of the total EU merchandisedngis big and accounted for some 30% of its total
2005, it means, that about 70% of EU imports isetasn autonomous, unilateral, asymmetric or recilro
preferences.

The question is, why governments, including the Rtéfer to pursue their trade interests througliored or
bilateral arrangements, if it is well known, thhese agreements make the business environmentiatep
subjects very complex and non-transparent and i iproved that an alternative to these agreements,
multilateral trade liberalization, offers more camtffor business.

The reason, in my view, could be deduced from tirciple of state sovereignty. The sovereigntyjolithas
been introduced into international relations in 86dfter the signature of treaties referred as Pedice
Westphalia, is a keystone from which the state gowents derive their legitimacy (besides the digtm
recognition by other states). After the Second Wakar, when countries started to create world rales
order, the establishment of global trade governavaceseen as one of the best possibilities, whocidchave
contributed to the overall post war economic depelent. Even then, the idea of a multilateral tragstem
was based on the states” sovereignty, on theyabiligiving-up a part of the sovereignty in favanfrthe
common good and on the enforcement of rules thrazfgilenges from other trading partners. Since the
world trade developed very quickly and new tradstaties (outside of simple customs tariffs) emerged
touch the whole range of domestic policies, vergontant issue in this regard was (and still is) Hogvof a
part of the mentioned state sovereignty should bendoned. In other words, how large is the safecyol
space that should remain at the disposal of a emrerstate in order to pursue efficiently all itslipy
objectives.

The regional approach allows governments to follbeir interest and “to watch” their sovereigntyanmore
simple and efficient way than it is possible in thaltilateral context of 153 WTO members. It is nefated
only to the institutional capacities that are irmgocountries at a very low level, but also to thet fthat
political aspects prevails over economical onesifilessmen do not represent the majority of electéms
multilateral negotiations, governments could supfiweir individual interests by establishing allias of the
like-minded countries, but once WTO members oretstablished alliances diverge on other componémts,
state sovereignty prevails and governments areaaaly to sacrifice any of trade aspects to bepéfither,
even regional, partner. From this point of view tkegional trade agreement allows to negotiate cadet
interest against the partner’s aspect, “to paygatly for any concession, to calculate with accyraenefits
and loss, and not to have to take into accountscomsnpensation and adjustment, as it is the case in
multilateral negotiations.

Simplicity of the regional negotiation is not thelyreason, why this way is preferred to the matéfal one

in last period. The regional trade agreements nake possible to implement protectionism into trade
relations. It seems it is the only legal way howetmble an expansion of some domestic brancheswtith
“paying” for it by opening other domestic brancheshe world competition. In the same, it is awdliidnal
way how to support some of domestic industry andtadoe in a conflict with international rules orpert
promotion (except of information services and exfioancing according to the OECD consensus).
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Through the regional trade agreement, which shgolkr - according to the WTO rules and specifically
according to the GATT Article XXIV and to the GATArticle V — “substantially all the trade” between
partners, specific market access conditions argexefor industry which is of the expansion inte@one or
other countries. On the target market, the regipaainer’'s industry is protected from any competitfrom
third countries, as it is either eliminated (quotaigh tariffs) or its market access is more difficand costly.
To open the domestic market to the competition foora country should not be so harmful as to openthe
whole word (under the Most-Favoured-Nation claugpliad in the WTO). In practice, it means to protec
some of (a little bit) enlarged domestic industrariches (or to include into the protection alsotrpats
industry) and to gain a protection for the domeistitustry at enlarged territory.

Although these features of the regional trade agesws are not new, we witness in my view, a newafe
protectionism that became a prevailing reason tier groliferation of regional trade agreements. uldo
argue also, that the complex of the existing reglidrade agreements (the estimated number is &@@f)t
enable another type of protectionism (or exporimmtion, as the point of view could vary the ternogy)

and an exercise of economic power: the strong en@®could dedicate part of their institutional @eifies
for export services that include the analyses ef‘fpaghetti bowl” — analyses on preferences iniddrade
agreements concluded by the target country witkerotlountries, from which a real or potential coritjmat

could occur. Economies of a small scale and poontties do not have such capacities and couldamly on

an assistance of international organizations orgmrernmental agencies, which discriminates thegifess
on the world market.

The protectionism of the preferential trade agregmenanifested in 2008 a new feature. Since thenlialy
2008, the EU has completed interim Economic PastriprAgreements (EPAs) with countries of Africa,
Caribbean and Pacific region. The bases for thegeeaents are preferential trade arrangements. One
component of these agreements is MFN clause. $rctse, the MFN treatment is interpreted diffeyefidm

the WTO most-favoured-nation. In the WTO, MFN methet if the trade obstacle is eliminated towaré on
trading partner, it should not be imposed towartthers as well. It is also explained that all tradwantages
should be extended to all WTO members. Prefereati@ngements with ACP countries includes a MFN
principle under that all partners are committedpen their markets in same way how they open itHod
trading partner from any other regional and prefgattrade agreements.

The practical consequences of the “regional” MFH #mat the EU industry at ACP markets could nottmee
and challenge any competition that entered the etatkbetter conditions. It applies for the ACPusidies as
well, but ACP countries enjoyed always the highmsferences on the EU market, with some excepliah t
have been, besides, maintained in the new agreem#ntve take into consideration the concept of
protectionism in the regional trade agreementsEtiendustry is protected at the enlarged terri{@yout 70
countries signed these agreements, by groups ofties) from the third countries competition andildo
exploit their opened markets. Moreover, the ACPntoeis cannot offer any trade advantage to anyd thir
country in exchange for their trade expansion (aeeghment would “pay” for market access which doet
eliminate competition to its industry) and to peiteand promote their industry at other than EUkedar
These countries could not as well support a cortipetior the EU subjects operating in their couggriThese
last aspects discriminate ACP countries on the dvaonarket, where the regional trade agreements are
considered to be the best way for export promafargl domestic industry protection at enlarged teamwy). |
would conclude that besides protectionism, we qagalk about discrimination of a weaker partner i@ th
regional trade agreement.

Interference of the multilateral trading system anddomestic policies

It is without doubts, that trade protectionism aratle promotion became nowadays an important reakon
the regional integration expansion. | would likesaalconsider if there are some other elements, which
strengthen and underline these tendencies. Thistiqnecould be answered through a brief analysithef
multilateral trading system, which provides for exception from the MFN clause embodied in the GATT
Article XXIV and GATS Article V, and its interferee or conjunction with domestic policies. Could the
system and its changes during last century besoneavhy governments prefer exceptions, it meagiomnal
trade agreements, to multilateral transparent camenits?

The multilateral trading system developed durirgg BO years considerably. In the period of the jsional
General Agreement on Trade and Tariffs, until 198Be participants of multilateral trade negotiatio
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concentrated on the liberalization of market aceesmrder and related measures, as tariffs, quetasg
non-tariff barriers, technical and hygienic nornpgrtially antidumping rules and rules of origin.ttla
intrusion into domestic policy occurred. As a résafl the Uruguay round of negotiations, market asce
liberalization accelerated, the number of partinipain the system increased by 50% and varioug$ssi
domestic policy were concerned.

The domestic policies entered into the negotiapngcess more considerably during the current roaind
negotiations on further liberalization. The tradmotiations intervene into domestic policies, whielations
to the trade has been historically considered abbkent or very weak, such as protection and enfeneof
intellectual property rights, government procureteg@dministrative procedures, investment, comipatit
legislation for services providers, environment, et

The current round of multilateral negotiations, theha Development Agenda — if concluded successtull
will have a larger impact on domestic policiesglikervices, agricultural and all other domesticsklibs,
rules for regional trade agreements, antidumpitesrienvironment, trade facilitation procedures, Btarket
access liberalisation will not be as progressivéetere and it will probably be short in touchinensitive
issues for developed countries, like antidumpingestment measures, government procurement, tariffs
peaks, rules of origin, standards, public healit, e

The way and the dept that global trade governanfteenced in the past the domestic policies of WTO
members and how it influences them now or (possiblythe post Doha period, are illustrated by the
following charts, where the multilateral tradingstgm is seen as a cuboid. These charts have beelojed
according to the original idea of Craig van Gras$tem Harvard University:
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The large impact of multilateral trade negotiateomd its results on domestic policies could be foantlas
one of other reasons for preferences for regioadktintegration. As it has been mentioned, thgeeements
should include substantially all the trade, butyotile market access for goods or services. Theyato
include (and should not) trade rules, which arealigiembodied into the domestic policies as a tesfuthe
implementation of the WTO agreements. This aspentigees for a greater comfort in trade negotiatiors
governments, namely if we consider the complexitynegotiation process itself. Policy makers are now
forced to engage in an interactive double-edgeating process in which deals at the internatidenel
change the character of domestic constraints, wiiée movement of domestic politics opens up new
possibilities for international accords. (Hastet®99: p. 276). Negotiators are simultaneously ogicup
positions in two linked games: one to conclude rernational agreement, the other to secure doenesti
approval for it. To fulfil this role is more simpiehile negotiating with one or limited number ofeers than

to negotiate with over 150 members.

The advantage of regional agreements is also tieastope of trade aspects included into them cbeld
extended by related fields and partners are freeetmtiate also investment, competition, labourd@oms,
etc. This fact enables governments to operatenior tailored way.

As a consequence of the deep interference, tragetingons are very frequently discussed at domesti
political scenes. The assessment of multilateeadetrnegotiations and usefulness of the multilateaaling
system is a subject to an electoral play used woégn by policy leaders in order to convince dorgest
industry that its governmental support and subsitiErming the trade will continue. Senator Hill@jnton,

for example, said that if elected US presidentwsbeld "take a hard look at the Doha Round" befareiding
whether to pursue it. "I am concerned by provisitmet would prevent countries from enforcing streng
environmental and safety rules. There is nothingtgmtionist about this. It is a responsible courstie
added. At the same, she has called for a fullenevdf all trade deals, including NAFTA, and hasoals
attacked trade agreements that do not include gioms to protect workers and enforce higher enwiremtal
standards (Financial Times, 3 December 2007).

Not only the WTO negotiations, but also regionaldr agreements are challenged at the domestic lavel
the US, behind the recent voting for the free trageeement with Peru was the historical challerfgieacle
liberalization and its consequences, which pattig$o solve in favour of their constituency. Thgreement
received crucial support from almost half of Denadsy who joined Republicans to ensure its passeue.
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Democratic leadership had campaigned for the Peali ds they did not want to be viewed as an sautliet
party. They departed from their past oppositiorirémle agreements once they successfully pushecefor
negotiation free trade agreements in order to gthem provisions on labour and environmental ptaiaas
well as access to medicines. Democrats attributeeker, partially the last party's success in Cesgjonal
elections to the more protectionist policies, whiokt concerns of voters afraid of losing jobs teager
overseas competitors. At the global scale, US Deatsicangst over trade is one of many substaristbcles

to concluding the faltering Doha Round of talkgte WTO. Although leading Republicans have not been
openly critical of trade agreements, six out of Rapublicans believed that free trade had beeridratle US
and than tougher limits on foreign imports shalféeoured (Bridges Weekly, 5 December 2007).

Politics, even being sceptical on the free trade)d not however avoid all discussions on tradeagents,
as within the producers and consumers there arayalwroups, which lobby for expansion on foreign
markets. In this situation it is more feasible &0y government to propose only bilateral dealsctviscope is
limited and by which some industry could be sagi$fithout injuring the others. For instance, thedpean
Communities and the USA farm subsidies are noudted into their bilateral trade agreements. Deedop
countries use often the free trade agreements tsupwbligations related to intellectual propetigalth,
labour, environment, etc.

The mentioned reasons for preferring regional tradengement to the global one are not, however,
approved. Alan Winters (at the WTO forum, 8 Noven@07) concluded that the set of general prinsiple
the multilateral trading system embodies a lotlekibility, namely for developing countries. Besidthe
general system of preferences that (as a unilamefierential market access) is offered by devealope
countries to the developing ones, there is a hlggébfe gap between bound and applied tariffs. Moeg,
governments always have the right to renegotiatéfstar even to introduce certain emergency meastuir
there is any danger for the economy — difficultirethe balance of payment, subsidised import,litges and
anticompetitive prices. Developing countries benalfso from waivers and decisions made in theiotay
and could propose others proved by their econoituation. The new round of negotiations providesdn
extension of these flexibilities. In agriculturdéralization, for instance, developing countrigh be able to
slate for gentle or no tariff cuts in order to agkir food and livelihood security and rural develepm
concerns. The structure of a special safeguard améstn, with the aim to afford developing countraes
measure of protection from import surges, is alsobe addressed. The same goes for agriculture
subsidization, which is actually allowed in verymgdorms.

| would like to conclude that there exists a deserference of the multilateral trade system anchektic
policies that complicates the multilateral approéchthe trade liberalization. It seems, howeveat tthis
“complication” could not support preferences bitateor regional agreements. More evident is thatpite of
flexibilities in the multilateral trading systempgernments prefer to maintain their policy spadevahg
them to protect effectively and without breakinteimational rules their domestic industry and sciisje

The “concept of protectionism” in regional traderegments could be illustrated by a closer view foa t
current multilateral trade negotiations at the WTO.

Multilateral trade negotiations

The today multilateral trading system is a restithe Uruguay round of negotiations concluded i84.9The
new attempt to further liberalize trade, suppotigdall WTO members, has been finalized in 2001 thed
new round of negotiations has been launched. Shag the increasing number of WTO members coutd no
unanimously agree on modalities for further tralerhlization and strengthened trade rules. Seatédrs and
heads of governments have continuously declardd gbétical will to further liberalize the globdtade and

to conclude successfully the round of negotiaticaded Doha Development Agenda (DDA). But the jpedit
impetus proved to be insufficient in the moment whegotiators from all over the world tried to certthe
words of politicians into agreement on offers aaguests for the trade opening.

The disagreement among members of the WTO couldeen considered as simple disequilibrium between
the trade interests of governments and their readifor concessions in a demanded structure wasitn the
GATT period. Such imbalances were in general soonéater solved. Since the 90ties, the WTO members
face a new type of imbalances in their mutual i@, which became more obvious after the firstsphaf
negotiations had been finished: even if it has beéen officially acknowledged, many members have
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considered the requested restrictions of theircgadpace as a barrier to their domestic developmedtto
their export expansion. In opposing the trade rstpuef others, they in fact defended their independ or
high degree of freedom in their domestic policiemjeans freedom to protectionism.

The current round of negotiations, Doha Developmeg@nda, is a comprehensive agenda for negotiatioin
future work of the World Trade Organizations. ThBMA has been intended to address specific issues of
particular concern to developing countries whictraweot met in the WTO agreements negotiated urder t
Uruguay Round. A list of “implementation” issuesshbeen specified as issues to be renegotiated and
eventually changed. Over all sections of the negjotis, the special and differential treatment #hdoe
considered in order to ensure preferential treatsnenless than full reciprocity for developing otries in

the future trade liberalization. Least developedntoes are exempt from all liberalization commitrtee Aid

for trade, technical assistance and capacity mgldiere approved to be the corner stones of thadut
development of global trade governance.

Nevertheless, the interests of developed econohaies been also included into the mandate of ndgwoia
Since in global trade the tariffs are no longersidered to be insurmountable, the main obstacléstie are
tied to a large range of domestic policies rathantto the trade policy only — administrative pchoes,
(missing) competition rules, environmental protctiinvestment measures, government procuremeait, la
of the protection and enforcement of the intellatproperty, etc. The obstacles to trade in domgxsilicies
raise transaction costs, which are estimated #inaitt individual cases up to 80% of the whole antaf the
trade operation. The domestic policies could evartude the trade or investment operations, nanfeheise
policies are not set down in a transparent andigtedale manner. The intention of developed cousthas
been to strengthen rules in areas related to sadeo pursue their interests in creating highlleeaditions
for production all over the world. The “same” catimtis, reflecting for example environmental proiact
intellectual property protection, transparent ikt and competition rules, would from one sidakda a
deeper expansion of industry from developed coesitron other hand it would diminish the competition
which is based on low production costs.

Although approved by all, the negotiation framewdrkm Doha reflected broadly the industrialised
countries” consideration that their liberalisati@yarding market access has almost reached itsmmaxi
limits and that the interest thus ought to be cotre¢ed on advocating further liberalisation (ad aithin the
borders) in developing countries.

Developing countries, on the other side, would tikenaintain flexibilities in order to be able toopect their
industry, even the industry which did not yet startdevelop. These countries very often do notatiep
capacities to analyze all impacts of proposed rutesnetimes they do not have the relevant domestic
legislation or concepts of domestic policy, andythbeefer not to negotiate the contentious issuerder not

to sign anything which could prevent them in thiufe from protecting their economy. This has bdearty
evidenced during the period following the Ministé¢riConference in Mexico in 2003, when members had
been ready to continue negotiations only underralition that some sensible — and never until nagedi —
trade topics of the interest of developed countriese excluded from the mandate of negotiation&riggva,
2007).

Nowadays, we witness a deep antagonism among merabdramong groups of members, which remains for
a long period the same: the agriculture is considl@s a heart of all negotiations for developingntaes. In
agricultural trade, they face a high level of bensi mainly in the fields of domestic supports argost
subsidisation from industrialized members. For ttgyed countries, the agriculture domestic policythe
only policy within which the influential lobbyistrgups do not alleviate their integral pressurepiatection
from foreign competition. Developed countries wolike to expand with their industrial good on demhg
markets. All other fields of negotiation, also diffit and controversial, are frozen and are waitiogthe
agriculture outcomes.

The negotiations are further complicated by the faat members try to reflect in the negotiations only
their own trade interests, but also interests efrégional groups, to which they belong. Such ampte is
MERCOSUR, which forwarded a proposal for speciamegtions in industrial products liberalization fbis
regional block.
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The prospects of further multilateral liberalizatiare very difficult to anticipate. Nowadays, thyemrs after
the original deadline of the 1 January 2005 fordheent round of negotiations, the WTO membersnate
any closer to successful conclusion of the rounthes were after the Cancun (Mexico) conference.

It is clear that WTO members prefer a substanti#al do any political declaration. It is a reasotywo
ministerial conference happened in 2007, altholghstatus of WTO stipulates that trade ministerstrag¢
least once in two years. It seems however that thighprolongation of round, the substantive likieedion
deal departs also due to the development in doepsticies of WTO members, which should be conagrne
by it. For example, the U.S. Congress is votingaarew farmer bill, which could for a long periodnstrain
the U.S. government from cutting agricultural trdmariers. The EC is in a similar situation, altgbunot
officially acknowledged: the limits for agricultdrdarade liberalization, embedded in the “new” CAP
(Common Agricultural Policy), could not accommodalieof the interests of developing countries.

Moreover, the negotiation procedure is very longeg the number of WTO members and the negotiation
principles of consensus and single undertaking.nEatter members would have agreed on liberalization
modalities, they should translate them into comraitrschedules. This process takes months. The domes
policies (elections, government crises) of the niedde leaders involve considerably the process $och
political obstacles arise in all countries periadic— among 151 members it is very hard to idgritife best
period which could be classified as favourablere tleepening of the global trade governance amktb tra
liberalization.

Negotiations are complicated also by a large nunolbeseparate aspects within each field of negaoiieti—
agricultural trade, industrial products, intelleadtiproperty, trade facilitation and rules for antigping,
subsidies. In agricultural liberalization, for exalm the extent of subsidy reduction and marketessc
expansion will depend on multiple sets of numbemns &echnical definitions, including the members”
flexibility to shelter some “sensitive” farm prodacfrom the full force of tariff reduction in exchge for
expanding import quotas. This tiny element requiome to consider the basis for the quota expansion
(domestic consumption level or other) and to decidenethodologies for calculating consumption datd
designating sensitive products. Only afterwardsidonembers develop a clearer picture of preciseigt
they stand to gain or lose taking into accountttemtioned aspect and flexibility that offers.

The negotiation within the issue of regional tradgeements is not easy too. The basis for regivadé
agreements, provisions of GATT and GATS, is noackenough. Explanation of the respective artictes i
subject to long discussions. WTO members have ebfound, for example, a definition of “substariall

the trade”, which is traded between parties to ehagreements. In this area, however, WTO members
consensually agreed the rules for transparencliaset agreements (notification procedures), whicte \we

the provisional basis approved by the General Gbunc

It is unlikely that a draft deal could be agreedobe the US' 2008 election. Even if there is dfisight
progress in the WTO in July this year (for exampteagreement on modalities for liberalization) nagh
could ensure that the future US president’s aditmatisn obtains soon a “trade promotion authorifyPA)
from Congress In July 2008, France, which among EC countriegagé strongly opposes agricultural trade
liberalization, will take over the presidency o&tkBU. If according to the domestic political deystent in
the USA the Doha Round has to wait until 2009,0itild be slowed down by the Indian elections duerlat
that year.

The main question of the multilateral trade deahams the domestic policies space, which each ef th
members would like to see as “protected” after liberalization negotiations have been concludecak
been once more proved in a joint statement of 18eNer 2007 from the “G-116""Clarity about the
actual contribution that will be made by develogedntries will enable developing countries to deitipart,

in proportion with their capabilities and in linétiwvthe mandate.” In this simple phrase, develogiogntries
are asking for policy space release by developenhtdes, reserving by the same their flexibilitiest to
sacrifice their own.

1 TPA allows the president to put trade deals togBess for a yes-or-no vote without the possibility
amendments. Without the TPA the Congress couldgatready-finalised deals.

2 The G-20, the G-33, the NAMA-11, the ACP groupe teast-developed country (LDC) group, the African
group, the small and vulnerable economies, anddhealled 'cotton four'. The statement made at Gene
WTO meeting, referred by Bridges weekly the 22 Nolker 2007.
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The situation and difficulties in the multilatetahde negotiation, the fear to give up flexibiktiand to limit

the policy space used for protectionism, lead WTé€miners to exploring other manners, between them the
regional trade agreements offer a legal and cdamémay how to pursue trade interests. In the itatdral
trade negotiation, we witness once more the “canadpprotectionism”, which globally prevails over
liberalization tendencies.

Considering reasons for an expansion of regioradetragreements, the practice of two strongest world
economies could also contribute to valid conclusiddext part is dedicated to the US and the ECilaim
situation exists, however, in the trade policy Ibfstates in the world. It is not a feature thatiicobe linked
only to developed countries, on the contrary, dmviely countries conclude more and more preferential
arrangements among themselves.

Preferential (protectionist) agreements of the USrad the EC

The US and the EC both signed a number of regimade agreements, in which the protectionist tecidsn
are recognized. Although there is a slight diffeesrin political proclamations and arguments of both
governments on the issue of regional trade libemtibtin, the practical outcomes are the same.

The United States is actively opening markets abtmaregional trade initiatives that are clearlgtst as a
key part of the U.S. trade strategy. They include Eree Trade Area of the Americas aimed at unitiey
Western Hemisphere in a free trade zone; the Eigerfor ASEAN Initiative, designed to promote teaith
Asian countries; the Middle East Free Trade Initeggt and the North American Free Trade Agreement
(Canada, Mexico). Since 2001, the U.S. completetimplemented free trade agreements with IsragleCh
Singapore, Australia, Morocco, Korea, Bahrain, dardColombia, CAFTA-DR (El Salvador, Nicaragua,
Honduras, Guatemala and the Dominican Republic)hasdnitiated FTA negotiations with Southern Adic
Customs Union countries (Botswana, Lesotho, Nambdéath Africa, Swaziland), Ecuador, Malaysia, Oman
Panama, Peru, Thailand and United Arab Emirates.

The European Communities declare a need for funtindtilateral liberalisation and a strengtheningtlod
multilateral trade rules. Accordingly, the EC prepoca new generation of bilateral free trade agra&sne
which build on WTO rules and address issues whiehoatside of the scope of WTO agreements. Bilatera
and regional agreements are considered to be daiotiie scope extension of trade liberalizatiod anway
how to prepare the ground for the next level of tifateral liberalisation. The reasons for the broad
geographical coverage of the EC's preferentialetradcangements has been a reflection of the global
economic and trade reach of the Bdonetheless, the EC new free trade agreements iatéges are
criticised by very many partners as an impedimerité transparency of the EU trade regime.

In pursuing a trade expansion of its industry aneéstment, the EC is trying to find the most appaip tool

to create the most favourable conditions for itelrises in foreign markets and to protect theenghAs the
multilateral negotiations on trade liberalizatiore anot very promising, the EC found an alternativdree

trade agreements. This alternative is justifiedH®ysituation in that enterprises from other cdastare more
competitive because of preferential entry condgibased on free trade agreements. This pragmatioagh
is more than clearly proved by launching the negiatns on free trade agreement with Korea at theesame

when it was sure that Korea is about to sign sucagreement with the U.S.

The EC has concluded 22 regional trade agreemadttis2d countries and territories. Developing coigstr
and least developed countries benefit from the @Gdised System of Preferences and from the duty dired
guota free access to the EC market (known as theryhing-but-Arms" initiative) The EC's bilaterahd bi-
regional agreements extend beyond the scope M/@'s agreements on liberalization.

From European countries, Norway, Iceland and Lieitein are associated with the EC's Internal Marke
through the European Economic Area (EEA). With 3eiiand, a basis for mutual economic relations is
established by trade agreement and other secteemgnts. Stabilisation and Association Agreemerds a

signed with the candidate countries Croatia, Maned@and other Western Balkans countries. Candidate
country Turkey is closely linked to the EC througltustoms union. Free trade agreements are cautlud

also with countries of the EuroMed region (Tunid¥grocco, Jordan, Egypt, Lebanon, Algeria, Isr&sfia

and the Palestinian Authority). Free trade agred¢snare in place with Mexico and Chile. The EC amuntis
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to develop its European Neighbourhood Policy whb Mediterranean countries (Maghreb, Mashrek and
Israel), the three Western NIS countries (UkraiMmldova and Belarus) and the Caucasus (Georgia,
Armenia, Azerbaijan). Also the Partnership and @eration Agreements or the Trade and Cooperation
Agreement with Russia, Ukraine, Armenia, AzerbaijaBeorgia, Kazakhstan, Kyrgyzstan, Moldova,
Uzbekistan and Mongolia have preferential tradesetsp With Mexico and Chile, comprehensive Freal&ra
Agreements are already in place. Since the lastTPR, negotiations with Mexico started under the
Agreement's review clause on agriculture, servaras investment. Since the beginning of 2008, theriim
Economic Partnership Agreements are in force viiéhrhajority of African, Caribbean and Pacific coies.

The negotiations on free trade agreements are @@ oa were launched with MERCOSUR, the Cooperation
Council for the Arab States of the Gulf, Central émoan region, the Community of Andean Nationsglra
Iran, South Korea. The feasibility of an EC-ASEANd trade agreement is examined. The dialog witkrot
countries, for instance USA, Australia, New Zealadgpan, Canada, China, India, includes also tissles
and some sector agreements has been signed adteofas (agreements on wines with Australia andwN
Zealand, on textiles with China, etc.).

Conclusions

During the two last decades, the rising numberhef preferential (regional) trade agreements evigenc
changing grounds and arguments for this manner radet liberalization. These agreements existed
historically, and it was also a reason, why thegple of regional integration has been incorpatatgo the
multilateral trading system under the umbrellahaf GATT Agreement. Since the establishment of thoeldV
Trade Organization, which agreements include alés €lement, the regional and cross-regional trade
preferential agreements have been used very broadly

Nowadays, the trade liberalization through prefeatrarrangements among a limited number of states
became the preferred option. Even governments deatare their priorities in the multilateral trade
liberalization negotiate very intensively the mengd type of agreements, which are not more lintitethe
regional partners, but cross-regional approachidely adopted.

The analysis of the impacts of regional trade agesds, the analysis of the multilateral trade systéds
interference with domestic policies) and the analg$the current round of multilateral negotiasotead to a
“concept of protectionism”.

Governments, after 60 years of continuing libealon of the world trade, resist now to give-up enaif
their policy space for further in-dept liberalizati The reason for it is to be found in followingsic aspects.

Trade liberalization could happen only on a redptobasis. Such reciprocity is better manageable in
negotiations with one partner than with 152 WTO rbers. Moreover, liberalization in the framework of
multilateral trading system challenges domesticicped while regional liberalization is concentrated
market access and possibly on other measures euthel multilateral trading system. The regional
arrangements do not demand governments to givesyglicy space that enables to be flexible in grtihg
their domestic industry. And the most important inetion for regional agreements is their featurdcivh
allows the “new protectionism”, it means to protdet progressive domestic industry from a thirdrdoas
competition on an extended territory, to createifaa new basis of consumers, and, by the saméoutit
leaving open to competition the national market aational strategic industry branches. In comparisith
the historical protectionism, the “new” one is msophisticated, more hidden, and legal - in acaurdavith
international trade rules.
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