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PWARDS A NEW

This set of factsheets from the European Commission’s Directorate General for Trade summarises the European Union’s
trade policy. [

|

For further information and updates on these topics, visit our website, http://europa.eu.int/commitradelindex_en.htm.
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Key objectives

>» Liberalise market access

> Update and improve World Trade Organisation rules
» Promote a development agenda
> Address issues of public concern

The European Union has been in the forefront of trying to build momentum for a new global trade round. Trade
Commissioner Pascal Lamy has argued consistently for a New Round that will respond creatively to the failure to launch
a round in Seattle in 1999. In particular, a new round must take on board the concerns of less developed countries, and
address legitimate concerns expressed by the public.

Below is an outline of what the EU believes are the essential elements for a successful New Round that would meet
-EU objectives, and help stimulate the global economy which currently faces an economic downturn.

» Liberalise market access

WTO Members must further liberalise
access to markets for goods and
services, on the basis of predictable and
non-discriminatory rules. Agriculture,
services and non-agriculture tariffs are all
key areas for improving market access.

To achieve true market liberalisation,
a comprehensive —rather than sectoral—
approach is necessary. WTO members
must be open to negotiations on all
sectors. Developing countries clearly
need more access to our markets. They,
of course, will have to liberalise their
own markets, but at a pace that permits
their successful economic adjustment.
The European Union has already taken a
lead in this direction with its Everything
But Arms initiative for Least Developed
Countries.

» Update and improve
World Trade Organisation
rules

The WTO rulebook must be updated
to ensure that it remains relevant in
the 215t century. The WTO must
strengthen its coverage in the areas of
investment, competition and trade
facilitation, ensuring among other
things that the basic WTO rules of
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Pascal Lamy, European Commissioner for Trade

transparency and non-discrimination
apply to these areas.

Foreign direct investment is an alternative
way to trade in today's rapidly
integrating economy, and should be
governed by a basic framework of
multilateral rules. The rules should
provide investors with stability and
predictability (important factors in
attracting foreign direct investment),
but equally should preserve each
country's control over investments in
domestic enterprises.The WTO should
put in place a basic infrastructure of
competition law and policy, and establish
mechanisms for cooperation among
national competition authorities. This

will offer — for the first time — a
multilateral framework in which to
tackle the anti-competitive practices of
enterprises.

The WTO should trade
facilitation — to introduce practical

tackle

measures to reduce governmental red
tape and thus speed up the movement
of goods in the

marketplace. Customs

international

procedures
should be simplified, and customs
administration improved. Technical
assistance should be directed to the
customs programmes of developing
countries, with the complementary
aims of making trading easier, reducing
fraud, and increasing revenues.

» Promote a development
agenda

The EU and the US, the world’s
trading giants, must take the lead in
helping developing countries expand
their economies in a sustainable way.
The EU is opening its market further
to developing countries, and is
supporting comprehensive efforts to
ensure that developing countries
enjoy the benefits of multilateral
liberalisation. The WTO
complement market access and rule-

must

making with efforts directed at areas
-
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such as trade-related aid, poverty
reduction, and access to medicines.
Such efforts should proceed in.co-
ordination with related initiatives
within institutions including the World
Bank, the International Monetary Fund
(IMF), the United Nations Conference
on Trade and Development (UNCTAD)
and the United Nations Environment
Programme (UNEP).

Finally, the WTO must work in a more
inclusive and transparent way, so that
smaller developing countries in
particular can participate more fully.

» Address issues of public
concern

The European Union believes that the
WTO must address issues of general
public concern — in particular worries
over the compatibility between
environmental policies and trade
policies, or concerns that the interests
of consumers are not adequately
reflected in trade rules. The EU plans
therefore to ensure that trade rules
remain compatible with the wider
interests of society as a whole.

Specifically, the EU will in the New
Round seek clarity in areas of genuine
ambiguity, such as the role of WTO
rules relating to environmental
labelling, and the role of the
precautionary principle. The rules in
several of these areas are now being
determined by dispute settlement
panels and not by governments: by
litigation and not negotiation. This is
not in the interests of WTO Members.

The idea is bring certainty and
predictability into the system, and to
ensure that trade and environment
rules in the WTO facilitate trade by
being transparent, proportionate, and
non-discriminatory.

European Trade Commissioner Pascal Lamy replies to
questions about the need for a New Round::i— S

* Why a New Round of trade negotiations?

The multilateral trading system needs to be better organised and further liberalised to cope with the
increasing globalisation of economic activity. All regions of the world will gain from multilateral
liberalisation in agriculture, industrial products and services, and from the positive effects of
negotiations in policy areas such as trade facilitation, competition and investment.The New Round will
also make a real contribution to sustainable development by integrating this concern throughout the
negotiations and by ensuring that WTO rules are supportive of international efforts in this area. The
New Round can also help consolidate structural reforms in many parts of the world, and will help
contain further protectionist pressures by continuing the momentum for ongoing liberalisation.

*  Why must the New Round have a comprehensive agenda?

A comprehensive trade round, offering a balance of benefits to all WTO members, is the best way to
reconcile the competing demands of economic growth, better integration of developing countries,
environmental protection and social development, and to strengthen further the rules-based trading
system. The New Round's coverage of both traditional topics and new issues will allow all participants
to have an interest in the negotiation, and will meet the needs of the economy of the 215t century. But
a comprehensive agenda does not mean an open-ended agenda. Quite the con_grgr.y:WTOmembe
must start the negotiations with a clear idea of the scope and aims of those hegotiations

s Why is the case for a New Round so focused on the needk*ofﬂévelépirig qount’ries

account of the specific needs and concerns of developmg countnes ina omprehensuve 'way To that
end, the New Round must substantially improve market faccess and tradmg opportunltles for the
developing world. It must give special focus to the deve pment/dimension of trade liber: isati

AT For more information on this and related topics, visit our website on:

s B http://europa.eu.int/comm/trade/index_en.htm
, Ta For regular updates on DG TRADE news, register for our Electronic Information Service. Go to:
October 2001 http://europa.eu.int/comm/trade/misc/register.htm

The Multilateral Trading System




Key objectives

> Ensure that gains are shared by all
> Strengthen multilateral institutions
> Improve the participation of developing countries

ISSUES

Cdrdna vy

Globalisation — the technology-driven phenomenon that is integrating economies worldwide — is a key factor in enhancing
global welfare. It is promoting efficiency that brings down costs, raises productivity and boosts ever-greater consumer
choice. The process is behind the economic growth that has raised living standards across the world. But the benefits
arising from increasing economic interdependence are not being shared equally by all. The European Union wants to
ensure that globalisation is seen as being not just efficiency-boosting, but also fair. To that end, it is promoting a trade
policy agenda that would involve controlling and managing the processes of globalisation to ensure that the new market

_works better for more people.

» Ensure that gains are shared
by all

Global welfare has been boosted by
efficiency gains arising from increased
access to foreign capital, while
greater international specialisation and
competition have resulted in enhanced
global welfare. The continued process
of globalisation has prompted cost
reductions, rising levels of productivity
and greater consumer choice. The
resulting economic growth has raised

living standards across the world.

However, the trend towards increasing
economic interdependence has resulted
in gains for some, but losses for others.
That is because of the differing
capability of countries and individuals
to take advantage of the opportunities
that globalisation offers. The popular
backlash against globalisation is mainly
based on a belief that globalisation
implies
environmental risks, and reduced social
protection standards.

increasing inequalities and

The European Union has an interest in
a politically-managed globalisation that
will ensure that gains from enhanced
growth are spread evenly throughout
society, while easing the plight of those

who must undergo painful adjustment.

The EU is eager to share its
experiences in combining market
integration, common rules and

solidarity mechanisms with other
countries or groups of countries
seeking to develop their own systems
for managing an open and integrated
system of trade and investment.

» Strengthen multilateral
institutions

A global
international

economy needs more
rules and
institutions. The risks
inherent in globalisation must be
controlled and managed if the
phenomenon is to be a positive force

for developed and

stronger
multilateral

developing
Policies
toward the progressive removal of
obstacles to trade

economies alike. geared
must  be
complemented with trade rules that
are managed in a non-discriminatory
and transparent manner. The World
Trade Organisation — the pre-eminent
vehicle for governance of the new
rules — must be modernised and
strengthened.

At its heart, the WTO is all about the

rule of law in international trade.

As the global economy changes, so
must the WTO rulebook. It is no
longer enough just to regulate trade
in goods. Trade in services is now just
as important as merchandise trade and
should be addressed accordingly.
Similarly, as public barriers to trade are
dismantled, the WTO needs new
that will address
barriers that are erected through
the anticompetitive behaviour of

rules private

companies. Finally, new rules are
required to maximise the benefits and
minimise the risks related to the
increased flow of foreign direct
investment.

» Improve the participation of
developing countries

Economic growth and prosperity have
been particularly marked in those
countries whose economic policies
have been geared toward greater
interaction in the global economy.
Unfortunately, globalisation has not
proved to be a truly global
phenomenon — some countries have
been left out because they have not
been able to ensure the degree of
sophistication and good governance
that is needed to support integration in
the world economy.
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The New Round offers industrialised
countries the opportunity to assist
developing countries as they work to
establish the sound domestic policies
and institutions that will enable them
to benefit from the open world
economy. Promotion of sustainable
development policies — that is, policies
which both encourage economic
growth, preserve environmental
resources and promote social equity —
will encourage developing countries to
adopt the macroeconomic, institutional
and sectoral reforms necessary to
enable them to share fully in the
benefits of an open trade environment.

Frequently asked questions

* We hear so much about globalisation these days. Can you give a short definition of the
term?

‘Globalisation’ is a shorthand means of describing the process of worldwide integration of markets and
economies. The process reflects the increasing volume and variety of cross-border transactions in
goods and services, as well as the increased volume of international capital flows. It is based on today’s
rapid and widespread diffusion of technology and ideas, and further promotes this process. It is mainly
driven by technology and by the actions of individual economic actors.

* [sn’t there a danger that the WTO will impose inappropriate reforms on developing
countries in the name of globalisation? ;

Implementation of the macroeconomic, institutional and sectoral reforms needed to promote
economic and social development is the responsibility of the developing countries themselves. Such
reforms cannot be imposed from outside. They will only be successful if they are worked out
domestically, and if they are the subject of an internal consensus within the societies concerned.
Multilateral institutions such as the WTO only provide the models for such reforms.The final decisions
on the optimum policy mix rests with the developing countries themselves.

* Isn’t trade liberalisation just about the dismantling of barriers?

integration of markets. Just as the trade agenda has no', {
revision of domestic product regulations, so trade liberali
simpler, more transparent and non-discriminatory ruyfe that ¥
globalisation. g

* Who are the winners and the losers in this age of globalisation?”

Economic growth and rising prosperity have been pa

policies have been geared towards greater mteractlon n the global- economyrln—recent years.

East Asian economies have enjoyed double-digit! rowth rates in merchandise 'trade and‘ levels of
output growth to match. However, others — in p cular sub- Saharan African nations ~ have; fared less |
well, because they have not been able to ensure t seof istication a 0od overnaru:e that™
is needed to support integration into the world etqnotny.Trade liberalisation need not be a zero-sum
game where some lose what others gain. Rather it‘&a b'be a w"i win proposmon. prov:ded that trade

inclusive development.

AR ) For more information on this and related topics, visit our website on:
s B http://europa.eu.int/comm/trade/index_en.htm
tet ; For regular updates on DG TRADE news, register for our Electronic Information Service. Go to:

October 2001 http://europa.eu.int/comm/trade/misc/register.htm



Key objectives

> Support sustainable trade

» Enhance the World Trade Organisation’s contribution to sustainable development
> Ensure that a New Round of trade liberalisation negotiations has sustainable
development as an overall objective

International trade is one of the means that enables the world's economic actors to cooperate in order to enhance growth
and meet consumers’ needs. But the EU is convinced that economic growth needs to take place within sustainable
development worldwide. Sustainable development was first defined in a UN report to the World Commission on
Environment and Development which became known as the Brundtland Report, ‘Our Common Future’ (1987).
This identified sustainable development as a process that ‘meets the needs of the present without compromising the ability
of future generations to meet their own needs’. So both developed and developing economies should pursue development
' strategies that secure non-inflationary growth, while preserving environmental resources and promoting social equity.
A balance must be struck between these three components of sustainable development: development, environment and

social equity.

» Support sustainable trade

The EU pursues a policy of sustainable
development at home, so sustainable
development is also a basic objective
for trade policy-makers. The EU plays
a leading role in the international
fora where trade and sustainable
development issues are discussed.
Particularly important among these are
the World Trade Organisation (WTQ)
Committees on Trade and Environment
and on Trade and Development.

Trade and trade liberalisation can be
good for sustainable development.
Trade liberalisation  encourages
countries to produce what they make
most efficiently — in other words,
using least natural resources. Trade in
environmental goods and services can
help provide the tools to make it
easier to

implement sustainable

development and environmental

policies.

But in order to get the best results
from trade liberalisation, the world
needs the right environmental and

economic policies and sustainable
development strategies at national and
sometimes regional and international
levels. The EU consistently stresses
the need for countries throughout
the world to implement national
sustainable development policies so
that the three pillars of sustainable
development are integrated into all
relevant policy areas. The EU leads
the way in Sustainability Impact
Assessment — a methodology for
examining the potential effects on
sustainable development of its own
proposals for the WTO New Round
agenda and of bilateral trade initiatives.
The EU is encouraging other WTO
members to carry out their own
Impact Assessments.

» Enhance the World Trade
Organisation’s contribution
to sustainable development

Sustainable development is a key
objective of the WTO. Nevertheless,
the EU would
WTO strengthen its contribution to

like to see the

sustainable development.

Although WTO rules do not stop
members from taking measures to
protect the environment, provided
they are not discriminatory, there are
a number of areas where the exact
legal relationship between WTO rules
and environmental measures is not
clear. The EU believes that clarifying
what WTO Members can and cannot
do would be a positive step towards
boosting the WTO's contribution
to sustainable development.

See separate factfile on the EU, trade
and environment.

The EU supports greater cooperation
between the WTO and the United
Nations Environment Programme
(UNEP) and the United Nations
Conference on Trade and Development
(UNCTAD). Such cooperation has
helped policy makers in the different
institutions as well as national officials
to develop a deeper understanding of
the complexities of each others’ policy
areas. Such synergies mutually reinforce
joint efforts to support sustainable
development.

-



» Ensure that a New Round of
trade liberalisation
negotiations has sustainable
development as an overall
objective

The EU sees a New Round of trade
liberalisation negotiations as the best
way to promote sustainable trade.
Only in a comprehensive WTO round
will it be possible to address the
various issues relevant to making trade
sustainable. These include clarification
of WTO rules; the legitimate interests
of developing countries and the need
to provide capacity-building to help
them in sustainable development issues
related to trade; development issues;
and environmental concerns, in a
holistic and coordinated manner
among all WTO Members. Accordingly,
sustainable development must be a
basic aim of the New Round.

e e e

Frequently asked questions

* Surely trade undermines sustainable development. Shouldn’t we limit it if we want to save
the planet?

Trade is not the enemy of sustainable development; rather, trade helps economic growth and makes it
easier for countries to specialise in activities where they have the best advantage, i.e. where they are
most efficient and use least resources. Poverty, on the other hand, is one of the main contributors to
environmental degradation. So by boosting growth, trade can help combat poverty and break this
vicious circle. Furthermore, countries with open economies often have higher standards of living and
high environmental standards, whereas closed economies tend to be poorer and have worse
environmental records. Trade liberalisation in areas such as environmental goods and services makes
clean technologies more widely available, at lower prices.

¢ But is the concept development-friendly for developing countries?

Sustainable development has economic, social and environmental aspects. These are the main pillars
for sustainable and equitable development in poor countries. So yes, sustainable development is
certainly development-friendly.

* How can we judge if our trade policy is good for sustainability?

Sustainable development is one of the objectives/ofithe World Trade Orgamsatlﬁn.

can make a potential contribution towards sustainability with _' the framework of the.Committee”on

Trade and Environment. An exchange of views has taken place on efforts in Europe anduelsewhere
U

For more information on this and related topics visit our website on:
http://europa.eu.int/comm/trade/index_en.htm

For regular updates on DG TRADE news, register for our Electronic Information Service. Go to:
http://europa.eu.int/comm/trade/misc/register.htm




Key objectives

> Make the new World Trade Organisation round supportive of development
> Help developing countries’ own efforts to integrate in the world trading system
and take advantage of opportunities

Trade and investment liberalisation offer great opportunities for economic growth and sustainable development. However,
the world’s poorest countries have not been able to benefit fully from these opportunities. The European Union is
committed to supporting developing countries’ efforts to integrate into the trading system to help them reap the benefits
of liberalisation. The European Commission has identified a strategy, which involves immediate action in crucial areas, such
as market access and access to medicines. It has also set an agenda for a New Round of multilateral trade negotiations
that makes development issues a priority. The EU is continuing work to refine this strategy, and seeks to ensure that it is
part of all of our policies in the WTO.The integration of developing countries in the multilateral trading system is part of

~the EU’s trade strategy.

» Make the new World Trade
Organisation round
supportive of development

The EU must make sure the interests
and concerns of developing countries
in the multilateral trading system are
taken on board, to ensure that the
system is supportive of development.
The fundamental principles of the
multilateral trading system - non-
discrimination, predictability, stability
and transparency — are certainly
supportive of development and
essential to serve the interest of all. But
only via a New Round of negotiations
under the auspices of the World Trade
Organisation can we make sure that
the needs of all countries are met in an
integrated and balanced manner. A
New Round of trade negotiations
would offer developing countries
opportunities  for growth and
development,and it must pay particular
attention to the needs of the 49 least
developed countries (LDCs).

The following issues are of

particular importance:

* Market access negotiations:
These must encompass sectors
and products of particular interest
to developing countries with view
to boosting their access.

New rules on investment and
competition:

These are in the clear interest of
developing countries. They would

help to attract increased levels of
investment, as well as helping to
ensure a well-functioning market.
Such rules would be useful and
constructive — for all members.
Implementing existing trade
agreements:

Developing countries’ concerns
about the implementation of existing
agreements must be addressed.This
should be done before the WTO
ministerial if possible, otherwise at

the ministerial, and in the follow-up
as appropriate.

» Help developing countries’
own efforts to integrate in
the world trading system
and take advantage of
opportunities

Trade and investment liberalisation
in a rules-based trading system is
essential for economic growth and
development. But there must also be
policies to help countries reap the
benefits of liberalisation, and to meet
the costs of adjustment. Trade-related
technical assistance is a key element
in building capacity in developing
countries, so that they can take
advantage of the opportunities
available.  Country  development
programmes must have trade and
integration in the world economy built
into them.

We must make sure that the trade-
related technical assistance and
capacity-building on offer are:

e Demand-driven, so that they
really do meet the needs of
recipient countries;

¢ Co-ordinated, so that the efforts
of different donors add up to make
a coherent package.



CASE STUDY

Frequently asked questions SO
. ; ial exporters
inACP ountrles -

* Surely developing countries must share responsibility for their own development?

Certainly. The international community or bilateral donors can only do so much. Developing countries
must themselves create adequate domestic frameworks if they are to seize potential opportunities.
That means domestic policy frameworks that are conducive to trade, investment and private sector
development as well as measures that target sustainable development and its environmental, social and
economic aspects. These are essentials.

* What does the EU do to enhance market access for developing countries?

- Everything But Arms for LDCs: The Council of the European Union in early 2001 adopted a
regulation to grant duty-free and quota-free access to all exports from LDCs, except arms. This
significantly enhances export opportunities and hence potential income and economic growth for
these countries. Improved market access for other developing countries is best dealt with in the
framework of a New Round that would pay particular attention to this point.

- Trade-Related Technical Assistance: Improved export opportunities are not in themselves
sufficient. Many developing countries also need assistance to enhance their capacity to make use of
the trading opportunities offered by improved market access and multilateral trade liberalisation.in
general. For instance, such assistance is important to be able to the various technical

on very sound principles ~ demand- drlven '
co-operation and synergy among donors.

H
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For more information on trade and development, visit our website:
http://europa.eu.int/comm/trade/miti/devel/index_en.htm

For details of the EU's agreement with African, Caribbean and Pacific countries, go to:
October 2001 http://europa.eu.int/comm/development/cotonou/index_en.htm

Special and Differential Treatment




HE ENVIRONMENT:
STAINABLE DEVELOPMENT

Key objectives

> Support sustainable development
> Clarify World Trade Organisation rules
» Promote muitilateral solutions to global environmental problems

- ISSUES

(RS RN

..... R e e

The relationship between trade and the environment is increasingly important in international relations. There are three
main aspects to the relationship: the environmental impact of trade and trade policies; the potential effects of
environmental measures on trade flows; and the use of trade measures to achieve environmental policy aims.

The interface between trade and the environment covers many areas which affect our everyday lives.They include climate
change, the ozone layer, biotechnology, (e.g. genetically modified organisms), dangerous chemicals and toxic wastes, trade
in endangered species and methods of agriculture and fishing.

. The European Union takes a leading role in international discussions, in particular in the World Trade Organisation’s
(WTO) Committee on Trade and Environment. The EU wants a new WTO round to have a strong environmental

component so that trade and environment issues can be addressed and resolved.

The approach chosen must deal with these issues in ways which do not allow disguised protectionism in the name of

environmentalism.

» Support sustainable
development

The EU supports a high level of
environmental protection and an open,
equitable and non-discriminatory
multilateral trade system. It believes
the most effective way of addressing
international environmental problems
is through getting countries to work

together, not by unilateral action.

Trade and environment policies can
enhance sustainable development. Trade

liberalisation encourages countries
to produce what they make most
efficiently — in other words, using

natural resources sparingly. The EU
wants a New Round to be especially
attentive to areas where boosting trade
can help sustainable development, for
instance, by producing environmentally-
friendly goods. Trade liberalisation, by
creating wealth, can boost the
resources available for environmental
protection. People enjoying a high
standard of living often become more
aware of the environment.

The EU consistently underlines the
need for all countries to implement

sustainable
that

protection requirements are integrated
into all relevant policy areas.We must

national development

policies so environmental

not allow trade liberalisation to put
pressure on the environment in
damaging ways.The EU leads the way in
Sustainability Impact Assessment by
examining the potential effects of its
own proposals for the WTO new
round agenda and for bilateral trade
initiatives. It is encouraging other WTO
members to do the same.

» Clarify WTO rules

WTO rules allow Members to adopt
measures necessary to protect human,
animal or plant life or health, or relating
to the conservation of exhaustible
natural resources. But there are some
grey areas.Where WTO Members have
disagreed on the use of the rules, the
WTO’s dispute settlement mechanism
employs panels of experts to examine
and settle the issue. Only governments,
however, can provide an authoritative
interpretation of the rules. So the EU
wants the relationship clarified and is
pushing for an environmentally-friendly
interpretation of the rules that takes

into account the growing understanding
of our fragile environment and our
dependence on it.

There are three key areas where

the rules need clarifying: eco-
labelling, precaution and multilateral

environmental agreements.

The EU wants to ensure that eco-
labelling schemes are devised in a
transparent way. They must be WTO-
compatible, and they must not create
trade barriers. The EU is urging the
international community to accept its
Life Cycle Analysis (LCA) —an essential
component of the EU’s labelling
system. The LCA approach means that
all aspects of the production, potential
use and disposal of a product should be
taken into account when it is being
considered for an eco-label.

Policymakers apply the precautionary
principle when scientific evidence
regarding assessment of a risk to the
environment or health is incomplete or
contradictory, though action is in the
public interest. It is important in risk
management: sometimes, the potential
risk is so great that we simply cannot

-



wait until all scientists agree before
acting. The EU wants to ensure that
WTO rules do not stop its members
from taking precautionary measures.

The EU also want to clarify
that measures taken to tackle
international environmental problems
under Multilateral Environmental
Agreements (MEAs), such as the
Kyoto Protocol on Climate Change,
are not contrary to WTO rules. For
instance, problems could arise if a
country imposed a trade measure for
environmental purposes on another
WTO Member which had not signed
the MEA. Could the country affected
use WTO rules to overrule the trade
measures! The EU wants WTO
Members to agree that this should not
be allowed to happen.

>» Promote multilateral
solutions to global
environmental problems

The relationship between the
multilateral trading system and
environmental policies is evolving in
response to growing environmental
awareness in both developed and
developing countries. We now
understand that trade, environment
and sustainable development are
inextricably linked.

In an increasingly interdependent
world, it is clear that environmental
challenges such as climate change, the
protection of the ozone layer, the
disposal of toxic wastes and the threat
of extinction of endangered species
cannot be solved by one country or
group of countries alone. That is why
the EU promotes a multilateral
approach to tackling environmental
problems, in particular by means of
Multilateral Environmental Agreements.

The EU is keen to ensure that MEAs
mesh seamlessly with international
trade and it wants the WTO to
support multilateral efforts to tackle
environmental problems. The EU is
leading the drive to ensure that the
multilateral trading system adapts
to rapidly-changing needs and
perspectives in today's world and does
not hinder the development of
environmental policy.

et A b e st

Frequently asked questions

* Why should trade policy take priority over environment policy?

It should not — and it does not need to. Both policies can work together to support sustainable
development without us having to choose between them. For example, liberalisation in trade in
environmental goods and services makes them more widely available at affordable prices; and eco-
labels can help consumers identify and choose environmentally-friendly goods.

* Why doesn’t the EU stop imports of unsustainably-produced goods, such as tropical timber?

Simply banning imports of unsustainably-produced goods will not stop their production. On the

contrary, it can create a black market and make matters worse by raising prices. In fact, not all tropical
timber is produced unsustainably. Indeed, the EU is active in providing technical assistance to schemes
aimed at making timber production sustainable. Sometimes logging is illegal according to the laws of
the country in wh|ch it is produced. Some developlng countries lack the capacnty to ‘enforce domesti

5 ’ For more information on this and related topics visit our website on:
. ! http://europa.eu.int/comm/trade/index_en.htm
) St } For regular updates on DG TRADE news, register for our Electronic Information Service. Go to:
October 2001 http://europa.eu.int/comm/trade/misc/register.htm
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Key objectives
» Consult widely

> Address civil society concerns on trade policy
» Improve EU trade policy-making through structured dialogue

> Improve transparency

Trade policy, business activity and globalisation have become topics of increasing interest for civil society. The failure to
launch a new World Trade Organisation round in Seattle and the media attention surrounding that event in December
1999 have raised issues that deserve the widest possible attention. Among these are attitudes to trade and health, trade
and sustainable development sensitive to the environment, trade and agriculture, trade in service, and the application of
intellectual property rights. In response, the Commission has made it a priority to consult and debate with non-
governmental organisations (NGOs) and other representatives of civil society in the European Union.

Since 1998, the Commission has organised meetings with civil society organisations. These meetings have become regular,
well-structured events involving the Commissioner for Trade personally.

» Consult widely
The Commission is committed to
drafting policy and proposing action
that takes into account the views of all
interested parties. That is why the
European Commission (DG Trade)
initiated a Civil Society Dialogue
process in addition to the institutional
contacts that normally take place as
part of the legislative process, namely
the involvement of the Council,
European  Parliament and the
Economic and Social Committee.
In the course of this Dialogue process,
the Commission has held regular,
structured meetings, both general and
on specific issues, with a wide variety
of institutions and organisations. They
include the European Parliament and
the Economic and Social Committee,
international bodies including the
World Bank and World Health
Organisation, representatives from
the academic world, from organised
labour and employers’ organisations,
including small businesses, and non-
governmental organisations working
on topics as diverse as consumer
protection, the environment, animal
welfare, human rights and humanitarian
aid.

» Address civil society
concerns on trade policy

The European Commission is aware
that many of the effects of globalisation
raise concerns or at least questions in
the minds of citizens and NGOs. That is
why it makes available time and
resources to debate these issues in an
attempt to answer relevant questions.
Some of the questions that have been
raised in this context can be found on
the European Commission (DG Trade)
website along with up-to-date answers.
The aim is to have an ongoing debate by
organising meetings on specific issues
that take place at regular intervals, the
so-called issue groups. There is an

informal Contact  Group of
representatives, selected by their
‘constituencies’, which helps to

circulate information to their contacts,
and which ensures, together with DG
Trade, that there is some coordination
in the running of issue groups.

There are two types of events:

s Issue groups, which debate four
subjects of interest at regular
intervals, for a fixed period of time.

which

s General meetings, at

Commissioner Pascal Lamy himself
meets with a large group of civil
society representatives.

» Improve European trade
policy-making

Listening to opinions and expertise, be
they from civil society, academia, trade
unions or business, is important to the
European Commission. It aims also to
strengthen its expertise by debating the
questions that play an important role in
shaping public opinion. These questions
have an impact on public acceptance of
trade policy, which is why it is essential
to understand them, to take them into
account and to respond to them when
making policy.

> Improve transparency

The European Commission considers
that transparency is the foundation for
public debate and understanding on
policy in any area. It has therefore made
a big effort to improve transparency on
EU trade policy and its development. It
has contributed to public knowledge in
this area both through Dialogue with
Civil Society, and by making documents
available on the DG Trade website.



Frequently asked questions e o s

* How can I make my views known?

Information on participation and registration is available on the DG Trade website. Prospective
participants from EU civil society organisations have to complete a short questionnaire giving

information about applicants and their organisations. Participants are asked to register for individual
meetings.

* How can I get more background information on meetings, and on what was discussed?

All reports are made public on the DG Trade website. For reports of meetings to date and for
background documentation made available for the meetings by participants, you may consult the
extensive coverage there, contributed by participants themselves. These pages also include full
documentation on all issues that are of interest to civil society. The site is updated regularly.

For full details on eligibility and on the registration procedure, go to:
e http://europa.eu.int/comm/trade/csc/reg.htm

For reports of meetings and upcoming events, go to:
http://europa.eu.int/comm/trade/csc/dcs00.htm
http://europa.eu.int/comm/trade/csc/dcs_proc.htm

Its content is d
society '_it:se)lf.’ The inclusion
vyi;ll as non-profit NGOs

i : 2 given that our dialogue with civi

Pascal Lamy,
European Trade Commissioner



Key objectives

> Protect consumer health and safety
» Increase choice for consumers
» Reduce costs for consumers

Promoting consumers’ interests is one of the European Union’s key objectives for the New Round of World Trade
Organisation negotiations. The EU attaches great importance to consumer protection. The idea is to ensure that food
safety and quality standards are kept as high as possible. EU trade policy is geared towards offering consumers the widest
possible choice of products, at the most competitive prices.

» Protect consumer health
and safety

Nothing is more important in the New
Round than protecting the health of EU
consumers. The EU is committed to
ensuring that high food safety and
quality standards are maintained. In the
New Round, the EU will work to clarify
the WTO rules and procedures that
protect consumers’ health.

WTO Members have an
right to take whatever public health

inalienable

measures they consider necessary to
protect the well-being of their citizens.
Of course, such measures must be
justified. But in cases of doubt, the
interests of consumers should be given
priority.

The precautionary principle helps
ensure that consumer
fully protected. The principle may be
used where the possibility of harmful

interests are

effects on health or the environment
has been identified, and preliminary
scientific evaluation proves inconclusive
for assessing the level of risk.

A number of developments over
recent years highlight the importance
of applying the precautionary principle
to ensure the protection of both health
and the environment. The depletion of
the ozone layer and the extinction of
certain species of flora and fauna are

examples of problems where action
was obviously delayed too long.
Potential as well as known risks need
to be addressed.

There is no reason to believe that
measures based on the precautionary
principle are incompatible with WTO
provisions. However, there are three
good reasons to clarify the rules of the

game.

* First, a clear framework for
managing risks and developing
measures based on the principle
would reduce the risk of it being
abused to justify arbitrary trade
barriers.

* Second, clarification  would
promote predictable and trade-
friendly regulation and provide an
opportunity to enhance transparency.
Once again, consumers would
benefit.

e Third,
based on the principle more
internationally acceptable, thus
enhancing consumer protection.

it would make action

Finally, the EU wants to ensure that
consumers have access to information
to make informed choices about the
products they buy. To that end, the EU
would like clearer guidelines on the
implications of WTO rules for the
kind of labelling that producers and
governments may wish to introduce.

» Increase choice for
consumers

Trade liberalisation can give consumers
receive
increased

Consumers
immediate benefits from
access to finished imports.They receive
additional benefits when imported
products are wused in the
production of goods.

more choice.

local

Open trade increases not only the
number of products available, but also
the range of qualities consumers may
wish to choose from.The success of an
imported product or service on the
domestic market may encourage both
domestic and foreign producers to
expand the range of goods and
services in the marketplace.

» Reduce prices for
consumers

The prices consumers pay for food and
clothing — whether necessities or
luxuries — are affected by trade policies.
Protectionism is expensive: it raises
prices. Open trade, on the other hand,
results in reduced costs of production
(as less expensive goods are used in
production).This in turn cuts the prices
of goods and services, and, ultimately,
reduces the cost of living.



Frequently asked questions

¢ Shouldn’t EU Member States be able to protect their citizens from questionable products?

Protection of consumer welfare is a matter entirely different from trade-distorting protectionism.
All WTO Members have the right to protect consumers from harmful — or potentially harmful —
products. However, the EU is working to clarify WTO rules in this area, notably in the areas of the
precautionary principle and labelling.

¢ Will the World Trade Organisation make EU citizens eat genetically modified foods?

According to EU legislation, genetically modified food may be placed on the market provided there are
no hazards to consumers. Some foods consumed in the EU contain genetically modified material, but
in each case, the product has fulfilled the requirements of the appropriate EU legislation. Of course,
some consumers don’t want genetically modified food, regardless of whether it is regarded as safe. The
EU has thus adopted EU-wide labelling rules which require all food containing modified material (DNA
or protein) to be labelled as such (unless there is less than 1% of any such roducﬁmt)—’Fheﬂls

international agreement.

* Will free trade in agriculture squeeze out specialty i
to make way for low-quality, mass-produced foog‘s?

actices in food productlon

are identified as a source of quality and added valu ‘m,WTO agrlculture negotlat|?ns .The §U does not

wish to see names associated with quality (such as/Rq fort, Patma, Bordeaux) undermmeu c
copies. /

/
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* How might successful imported products _oﬁk\iervi

v, ‘ For more information on this and related topics, visit our website on:
. B http://europa.eu.int/comm/trade/index_en.htm

For regular updates on DG TRADE news, register for our Electronic Information Service. Go to:
October 2001 http://europa.eu.int/comm/trade/misc/register.htm

EU consumer protection:
four objectives




Key objectives
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» Launch comprehensive agenda at the World Trade Organisation
> Ensure special opportunities for developing countries
> Work towards World Trade Organisation discipline for all forms of export support
> Protect the multifunctional role of agriculture; meeting consumers’ concerns

The EU is the world's biggest importer and second biggest exporter of agricultural products. The EU has every intention
of ensuring that the development of this trade is based on clear, acceptable and sustainable international trade rules.
That is why it is acting on lessons learnt as a result of the failure to start a New Trade Round in Seattle in 1999.

First, at the start of the 2[st century, world trade is no longer just the domain of industrialised countries. Today, 80% of
WTO members are developing countries, less developed countries or countries undergoing the transition from a
-centralised to a market economy. They must be involved more closely in WTO decision-making. This is no more than
their right

Second, the general public is worried by the impact of globalisation on the environment, health, social standards and
cultural diversity. The European model of agriculture, based on multifunctional farming, addresses these relatively new
issues, and thus offers a more future-oriented perspective for agriculture than mere calls for total liberalisation of farm
trade. Multifunctionality is the description for the fundamental link between sustainable agriculture, territorial balance,
maintaining the landscape and the environment.

Third, the legitimacy of WTO decisions must be more clearly demonstrated and the decision-making process made easier
to follow. Transparency must be improved. The EU will continue to aim for a broad-based agreement, as this will leave all
WTO partners more room for manoeuvre in the context of a global package.

The Community wants to share in the expected expansion of trade in agricultural products. But progress in trade must

not damage the multifunctional role of agriculture and legitimate concerns related to food safety and quality.

» Launch comprehensive
agenda at the WTO

Global negotiations on agriculture
began in 2000 and will continue
throughout 2001.They seek to strike a
balance between the long-term
objective of fundamental reform, and
experience gained following the
implementation of the 1994 WTO
agreement. The EU presented its
comprehensive negotiating proposal in
December 2000. It stresses that
further liberalisation and expansion of
trade for agricultural products are an
important contribution to sustained
and continued economic growth. It
aims for further reductions in support
and protection: balance between trade
and non-trade concerns; and special
treatment for developing countries.

» Ensure special opportunities
for developing countries

The EU recognises the need for
developing countries to benefit from
the expansion of world trade and
agricultural reform. The EU wants to
create opportunities for increased
market access for products from
developing countries, while accepting
that some may take time to adapt and
may need to maintain some protection.
The recent decision to allow duty-free
and quota-free access for all products
from nearly 50 least developed
countries (Everything But Arms initiative)
should give them a boost. Furthermore,
trade preferences should be made
stable and predictable to create
conditions for further investment to

develop agriculture. As for food aid,

this must not be a means of surplus
disposal and should be given only in
grant form.

» Work towards
World Trade Organisation
discipline for all forms of
export support

There has to be a more level playing
field in export competition, since
current provisions only cover export
subsidies. The understanding reached
during the
work towards internationally-agreed

Uruguay Round to

disciplines on export credits, export
credit guarantees and insurance has
not led to results yet. These too
should be covered by specific WTO
rules and disciplines. Export support
through State Trading Enterprises,

-



cross-subsidisation, price-pooling and
other unfair practices should also be
disciplined. There should be a code of
conduct for food aid operations to
prevent abuses.

» Protect the multifunctional
role of agriculture; meeting
consumers’ concerns

Agriculture has a role in sustainable
development in both industrialised and
in developing countries. It can
contribute to protection of the
environment, the sustained vitality of
rural areas and poverty alleviation. The
EU has proposed that measures for
protecting and promoting these
objectives should be included in any
new agreement on agriculture. Such
measures should be well-targeted,
transparent and implemented in ways

that minimise trade distortion. -

Food safety is an >equally important
objective. If the precautionary principle

is used, this must be done in ways that

are balanced and science-based,
proportionate to the risk and applied
in a non-discriminatory way. Disguised
restrictions on trade are not
acceptable. Consumer concerns about
production and processing methods
must be met, and there should be
provision for appropriate labelling
schemes. Finally, the drive for trade

liberalisation must not undermine

" efforts to improve animal welfare.

Frequently asked questions

* Does membership of the WTO restrict a government’s ability to-establish-feed-safety-and-
plant and animal health laws?

The WTO recognises the right of governments to take measures to protect human, animal and plant
health, as long as these are based on science, are necessary for health protection, and do not
unjustifiably discriminate against suppliers. Governments will continue to determine the food safety
levels and animal and plant health protection in their countries. Neither the WTO nor any other
international body will do this.

The Sanitary and Phytosanitary (SPS) Agreement does, however, encourage governments to
‘harmonise’ or base their national measures on international standards, guidelines and
recommendations, such as those from Food and Agriculture Organisation / World Health Organisation
Codex Alimentarius Commission (food safety); the Office International des Epizooties (animal health);
and the FAQ International Plant protection Convention (plant health).

* Who benefits from the implementation of Sanitary and Phytosanitary (SPS) rules?

SN
Consumers everywhere benefit. The SPS Agreement helps ensure, and in matiy cases enhances food
safety and encourages the systematic use of scientific information. Consumers-will-get. mori
information from governments about their food safety, ammal and plant health decisions.” The
elimination of unnecessary trade barriers will give consumers/a greater cholce of safe-foo
encourage healthy international competition among prodUcers g ¢

products that meet their safety requurementsvwhatever\d]g productron methods There is also

technical assistance to help developing countries wrth food safety, and ammél and plant health |
Exporters of agricultural products in all countries benef‘ t from the elimination of unjustified barriers |
to their products. The SPS Agreement reduces unc tamty about the conditions for selling td a specnflc i
market. Efforts to produce safe food for anothe

imposed for protectionist purposes under the guisé ‘

.
fit from greater certamty regarding

For more information on these issues, go to:
. http://europa.eu. |ntlcomm/tradelgoodslagrllecapragr.htm
October 2001 http://europa.eu.int/comm/dgs/agriculture/index_en.htm

Common Agricultural Policy in brief

¢) to stabilise the markets;
d) to assure the availability of supplies;

reinforced wnt.h the agreemem in 1999 on‘
Agenda 2000 which governs EU agrcculturai
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Key objectives

» Challenge EU partners to match EU market opening
> Open up the EU market progressively
>» Achieve full quota liberalisation from 2005

o R I T CTENIT S, L AP Sty

Check the label on any item of clothing worn in the European Union’s |5 Member States, and there’s a one-in-three
chance it won’t be ‘Made in the EU’.The world’s exporters of textiles and clothing are very successful in the EU market.
Textiles and clothing trade among World Trade Organisation (WTO) members is governed by the Agreement on Textiles
and Clothing (ATC), which came into force with the WTO Agreement on | January 1995. This agreement means that
alongside progressive application of General Agreement on Tariffs and Trade (GATT) rules, there will be progressive phasing
out of quotas in the EU, US and Canada. These quotas were inherited from the Multifibre Arrangements (MFA). After a

~ 10-year period ending on | January 2005, the ATC will expire and all quotas will be abolished.

So, in 2005, all WTO members will have unrestricted access to the European, American and Canadian markets.
Meanwhile, the EU has also offered countries subject to quotas the possibility of increasing them, or even eliminating them,
provided there is reciprocal market opening. The EU expects other countries to match this trade liberalisation, so that
textiles and clothing markets world-wide are as open as the EU market will be by that date.

» Challenge EU partners to
match EU market opening

The EU is the WTO's biggest exporter
of textile and clothing products and its
industry is eager to compete on the
world market. So the EU has
challenged barriers to trade in partner
country markets, where these appear
to be excessive. Tariff peaks, for
example, abound in the sector. The
EU's low tariffs and the absence of
non-tariff barriers compare with
average tariffs for the whole sector
ranging between 14% in Indonesia and
25% in Thailand or Pakistan and 35% in
India, with tariffs for many products
well above these averages. In addition,
high tariffs are often combined with
additional taxes and frequently-
changing non-tariff barriers.

The EU’s main objective for a New
Round of multilateral trade talks for
this sector is to create an environment
in which traders worldwide will face
more or less the same market access
conditions after 2005. The Community
will work towards less prohibitive tariff

levels, as well as the elimination of non-
tariff barriers to trade.

The EU has shown willingness to
reciprocate for market opening by
other countries. It has lifted all the
quotas previously maintained with Sri
Lanka and Ukraine, in exchange for
tariff reductions and commitments on
non-tariff barriers to trade.The EU has
invited other partners that would like
more access to the EU market to
engage in a similar exercise.

» Open the EU market
progressively

The EU is the world's largest trader in
textiles and clothing products. In the
year 2000, total trade amounted
to € 110 billion. Since the WTO
Agreement on Textiles and Clothing
(ATC) entered into force in 1995, EU
imports have increased at a steady
pace, despite the existence of
quantitative restrictions (quotas). In
2000, the value of imports amounted
to € 69.5 billion, an increase of 16.6%
over 1999 and of 54% over 1995.

Imports from countries subject to
quotas grew even faster 1995-2000, by
62%. Nearly a third of all textiles and
clothing now bought in the EU are
imports (31% in 2000).

EU quotas inherited from the
Multifibre Arrangement (MFA)* are
being phased out in a |0-year staged
reduction plan that started on |
January 1995. Quotas that have not
been lifted in one of the three stages
of liberalisation increased significantly
year by year, creating new opportunities
for exporters. Between 1995, the first
year of the Agreement on Textiles and
Clothing, and 2005, the volume of
quotas for WTO countries will have
doubled. In addition, imports under
quota represent less than a third of
total textiles and clothing imports. For
many quotas, the low take-up still
leaves the countries concerned plenty
of scope for boosting their exports.

EU rariffs (MFN: most favoured nation
rates) for textile and clothing imports
are low and will go down further thanks
to the EU's commitments in the WTO.

-



However, these rates are applied only
to a small share of the EU’s textile and
clothing imports, because of EU
commitments under the Generalised
System of Preferences (GSP) and the
Lomé Convention with the African,
Caribbean and Pacific States.

» Achieve full quota
liberalisation from 2005

The EU has faithfully implemented all
its obligations under the ATC, which
requires it to gradually liberalise its
trade regime in the run-up to 2005.At
the beginning of the first stage of
integration under the ATC (1995-
1997), it has put 16.2% of its 1990
imports under the (quota-free) GATT
umbrella. The second stage (1998-
2002) saw a further 17.1% added to
this. For the third stage, the EU has
already adopted a list of liberalisation
covering 18% of imports.

Finally, on | January 2005 the fourth
stage will start. The remainder of trade
will be integrated, resulting in the
removal of all EU quotas. From this
date onward, there will be free
competition for all suppliers of textile
and clothing products to the EU.They

will all be on the same footing.

* Quotas currently apply to imports
of textile and clothing products
from the following WTO Members:
Argentina, Brazil, Hong Kong,

Macao, South Korea, Singapore,

India, Pakistan, Thailand, Indonesia,

Malaysia, Peru and The Philippines.

T3 LEs 08 00

Frequently asked questions

* How do quotas affect exports of textiles and clothing products to the EU?

Protection under the ATC is necessary to enable the EU's industry to restructure in anticipation of
full liberalisation in 2005. But there is still scope for suppliers to increase their exports under the
system. Many of the quotas are not being used to the full: only a tenth of EU quotas applied to imports
from WTO countries are currently used at a rate higher than 95%.

* How does the EU address the concerns of developing countries on textiles?

The EU makes a distinction between least developed countries (LDCs) and other developing
countries. There are no quotas on textiles and clothing imports from LDCs. Moreover, these countries
usually benefit from zero duties arising either from preferences under the Generalised System of
Preferences (GSP) or under the Lomé Convention. This includes garment suppliers such as
Bangladesh, which is now the EU's fifth supplier of textiles and clothing products.

* What is the aim of the EU's bilateral textiles initiative?

The Commission has carried out analyses and studies which show that the EU’s trading partners have
some way to go in opening their markets. There are still significant tariff and non-tariff trade barriers.

mterested in improving their access to the EU ahe:‘ad of 2005 “This has been-the- case-of Sri- Lanka which
bound its tariffs in the WTO in exchange for better access Other partners may : follow. :

I For more information, visit our website at:
http://europa.eu.int/comm/trade/goods/textile/index_en.htm

October 2001 http://europa.eu.int/comm/trade/misc/register.htm

for regular updates on DG TRADE news, register for our Electronic Information Service. Go to:
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Key objectives
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> Free access to external markets

» Fair competition

> Respect of World Trade Organisation commitments

e AT LT BISERS I I N

The EU is among the biggest producers in the world for several industrial products. Steel, automobiles, chemicals, as well
as ships and machinery are of enormous economic importance for Europe. Most of the Community’s largest industries
produce goods of high quality at competitive prices, and they are highly export-orientated.Thus, free access to the external
markets, fair trading conditions and the respect of World Trade Organisation commitments by all trading partners are key

points for our strategy.

> Free access to external
markets

EU tariffs for industrial products are
among the lowest on an international
level and most of them will disappear in
2004, in line with the Community's
commitments in the Uruguay Round.

On the other hand, imports from many
of the EU's suppliers of industrial
products enter the Community at
preferential rates under the terms of
bilateral agreements, the Generalised
System of Preference (GSP) or tariff
suspension regimes. For example,
more than 50% of finished steel
products are imported from countries
with which the EU has association
agreements in Central and Eastern
Europe.These enter at zero duty,in line
with the bilateral Europe Agreements.
Steel imports from Mediterranean
countries, linked to the Community
through bilateral
Agreements or Euro-Mediterranean
Agreements, also enter at zero duty.

It is of strategic importance to the EU
that all trading partners reduce and

Cooperation

possibly eliminate their import duties
for industrial products and remove any
other non-tariff barriers. For instance,
some of the main obstacles that EU
producers face when exporting to
third
customs

countries concern onerous

procedures as well as
standards, certification and technical

regulations. Even if these measures

conform with the WTO Technical
Barriers to Trade Agreement
(TBT), they can nevertheless hinder
commercial exchanges. They are, in
effect, significant non-tariff barriers.

» Fair competition

In some key sectors, such as
shipbuilding, despite fierce competition,
the Union has been able to maintain its
market share (about 20% in volume)
over recent years. Meanwhile, its two
main competitors from the Far East,
Japan and South Korea, had a joint
market share of about 60% in the late
1990s.
Since ships are generally not
internationally traded in the traditional
sense, i.e. imported or exported, the
anti-subsidies or anti-dumping GATT
provisions on subsidies or dumping
have never been applied in the
shipbuilding  sector
on Subsidies and Countervailing
Measures, or the Anti-dumping Code).
Instead, the OECD Agreement
provides for the elimination of all
measures specific to shipbuilding
except those related to research and

(Agreement

cost of
closures. It provides for a level playing

development, and social
field in home and export credits for
new commissions, in accordance with
the Understanding on Export Credit
for ships.This also sets out an effective

binding dispute settlement where
disciplines are not respected.

Another major part of the Agreement
is the Injurious Pricing Instrument (IPI)
to prevent predatory pricing practices
that could be an impediment to
international trade. It is based on the
‘shipbuilder principle’, which means
that the shipbuilder and not the
importer has to pay the so-called
injurious pricing charge, i.e. the anti-
dumping charge. |If the shipbuilder
does not pay it, countermeasures such
as a ban on on-loading and off-loading
for future ships built in the yard are
possible.

» Respect of World Trade
Organisation commitments

The EU market is generally very open
for all products with
comparatively low tariffs and non-tariff
barriers. By contrast, European
exporters face a number of obstacles,
including complex standards and

industrial

technical regulations, weak Intellectual
Property Right protection and
unnecessary or burdensome and
costly registration, licensing and
certification procedures, possibly in
addition to high tariffs.

The solutions to these problems lie in
a number of directions that the EU is
exploring. The WTO accession process

-



should provide a good opportunity to
extend existing tariff commitmenss to
applicants such as China and Russia.
There are already Mutual Recognition
Agreements with a number of
countries, and others are being
negotiated.

Frequently asked questions

..... B T S S S

*  What’s the situation in steel?

From a large surplus, the EU had a minor deficit in 1999 and 2000. Imports as a share of EU iron and
steel consumption have risen over the last decade from around 8% in 1988 to 14.6% in 2000 because
of cuts in production capacity, and pressure from Eastern European steel-makers. The latter have not
only competed in third markets with EU producers, but have also taken an enlarged share of the EU
market. EU tariffs for steel products are relatively low, averaging around 2% in 2000. All tariffs will
disappear in 2004, in line with the Community's commitments in the Uruguay Round. Imports from
many EU suppliers enter at preferential rates under the terms of bilateral agreements, the Generalised
System of Preference (GSP) or tariff suspension regimes. For example, more than 50% of finished steel
products are imported from countries with Association Agreements in Central and Eastern Europe at
zero duty, in line with the bilateral Europe Agreements. Steel imports from Mediterranean countries,
linked to the Community through bilateral Cooperation Agreements or Euro-Mediterranean
Agreements, also enter at zero duty.

¢ What’s the situation in the car industry?

European carmakers had a turnover of € 307 billion in 1999.They produced almost 17 million vehicles.
The industry generates an estimated 2 million direct and indirect jobs in the EU.In 1999, according to
Eurostat, EU imports of cars, light commercial vehicles and components were worth € 46.58 billion,
16 per cent more than in 1998. During the same period, the EU exported the equivalent of € 61.35
billion,a one per cent increase on 1998.The resulting net trade surplus for the EU with the rest of the
world amounted to € 14.8 billion in 1999 as compared to € 20.3 billion in 1998. Since | January 2000,
there have been no quantitative restrictions on car imports to the Union from third countries.

*  What about chemicals?

The EU is the world's largest producer of chemicals, pharmaceuticals and cosmetics . The EU market
is generally very open, with comparatively low tariffs and non-tariff barriers. By contrast, European
exporters face a number of obstacles, including complex standards and technical regulations governing
chemicals, weak Intellectual Property Right protection and unnecessary or burdensome and costly
registration, licensing and certification procedures for pharmaceuticals and high tariffs on cosmetics. In
many Far Eastern countries, the distribution system remains a major obstacle to penetrating the local
market dominated by domestic producers. The solutions lie in a number of directions that the EU is
exploring. The WTO accession process should provide a good opportunity to extend existing tariff
commitments under the WTO Chemical Harmonisation Tariff Agreement to applicants such as China,
Russia, and Saudi Arabia. There are already Mutual Recognition Agreements with a number of
countries, in a number of areas, and negotiations for others are underway.

¢ What about the machine manufacturing sector?

The Community applies very low import dutlesi(thé average is 2-3%). However, some limportant |

emerging markets for EU exports i. e. China, Russa st.||| maintain hlgh tariffs (I 5%-40/ ). *1 ‘-'

§ may be
all the same. Many developmg countnes use

For more information on these topics, visit our website:
http://europa.eu.int/comm/trade/goods/index_en.htm

October 2001 http://europa.eu.int/comm/trade/misc/register.htm

For regular updates on DG TRADE news, register for our Electronic Information Service. Go to:

BT



Key objectives

> Establish comprehensive negotiations

> Improve market access commitments

> Finalise work on unfinished business

> Facilitate the participation of developing countries

The services sector contributes more to worldwide economic growth and job creation than any other. It is central to the
future of the world economy and an increasingly important competitive tool for EU businesses, even for the manufacturing
sector. The EU is the world leader in this field , largely due to its openness to competition. The EU services market is one
of the most open in the world.The EU therefore leads in the drive to liberalise trade in services worldwide and to remove
barriers to a truly global market in services.

 Since January 1995, world trade in services has come under a basic framework of rules, the General Agreement on Trade
in Services (GATS), one of the fruits of the Uruguay Round. So the basic rules and principles for the liberalisation of trade
in services have been agreed, and implementation is on-going. But much remains to be done. GATS was a breakthrough
in bringing services within the scope of the world trading system, but World Trade Organisation Members have already
committed themselves to negotiations to bring about further market opening. The EU is convinced that a comprehensive

New Round would give a significant boost to services negotiations.

» Establish comprehensive
negotiations

During the GATS 2000 negotiations,
WTO Members must be open to
addressing all issues falling within the
scope of the Treaty without exception.
So any country can raise any issue
This s
important, as it gives all countries the
right to intervene in areas where they

during the negotiations.

consider they may have an interest.
Only with open, broad, substantive
negotiations can the interests of all
participants be promoted and an
overall balance of rights and obligations
achieved.

» Improve market access
commitments

Overall, the EU believes it is necessary
and possible to increase both the
quality and the quantity of
commitments across countries, service
sectors and modes of supply with a
view to reaching comprehensive
coverage of services trade in GATS.

There is certainly scope for improving

the quality, clarity, transparency and
coherence of commitments undertaken.

Along with a push for further market
opening, regulatory disciplines should be
developed where necessary. The aim is
to achieve real, meaningful liberalisation.
This requires the development of a
transparent and predictable domestic
regulatory environment which can

provide legal certainty and confidence
to service suppliers, investors, users and
consumers.

» Finalise work on unfinished
business

There are several subjects which have
been on the agenda of GATS since the
Treaty entered into force, but which
have not yet become part of the
negotiations. For example, safeguards
and public procurement are among the
horizontal questions which have been
discussed at technical level over the past
few years. Transport is a sector that
should also be included. The EU strongly
supports the resumption of maritime
transport negotiations and multilateral
negotiations on air transport.

» Facilitate the participation
of developing countries

GATS 2000 negotiations must make
more of an effort to take into account
the interests of developing countries.
This would help these countries to
attract stable long-term investment

-



and to improve the infrastructure
(transport, telecoms, financial services)
that can foster long-term growth and
competitiveness.

The EU supports measures to assist
developing countries in their efforts to
take part in the negotiations with a view
to seeing their interests taken into
account. The EU also sees the need for
appropriate mechanisms to help
developing countries implement their

GATS obligations.

Frequently asked questions
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e What is the next step in the European Union’s drive to remave barriers to global trade in
services?

The EU is pressing ahead with its GATS 2000 initiative, which is meant to help set the agenda for the
services negotiations which started in January 2000 as part of the WTO’s built-in agenda.The EU seeks
to bring about a deeper and broader package of improved commitments from all WTO members to
market access and national treatment. It also advocates the development of GATS disciplines aimed
at ensuring a transparent and predictable regulatory environment.

* What services sectors will be addressed in the new round of GATS negotiations?

The agenda for the New Round of GATS negotiations has not yet been completed. However, it is
expected that WTO Members will follow up on their commitment to reduce obstacles to trade in
services still further, in line with the principle of progressive liberalisation. The EU has submitted
proposals for the agenda, which are meant to bring about a deeper and broader package of improved
commitments from all WTO Members to market access and national treatment.

s Should e-commerce be part of the GATS negotiation?

The European Union believes that all electronic deliveries are services, and therefore that the GATS
principles should apply to the regulation of electronic commerce. Within the WTO programme on
e-commerce, the European Commission has promoted a balanced package of trade principles that
would ensure that no market access barriers could be raised against the electronic provision of services
and that e-commerce infrastructure is accessible to all on reasonable and non-discriminatory terms.

* Why should the audio-visual sector get special treatment and exemptions from GATT rules?

Audio-visual services are markedly different from other services to the extent that they are a medium
for the expression of cultural diversity. It is essential to ensure that international trade agreements
respect the diversity of cultural products. One of the EU's main objectives in the New Round of WTO
negotiations will be the defence of cultural diversity. To that end, the European Union insists that EU
Member States will maintain their freedom to regulate audio-visual services, and to subsidise their
producers and distributors, where appropriate.

¢ Are European public services at risk?

No. EU member states will be able to safeguard the quality of their public services. The GATS Treaty
cannot be interpreted as requiring governments to privatise or to deregulate public services.

WTO Members may legitimately regulate economic and non-economic activities within their territory
to guarantee the achievement of public objectives.This applies even in sectors where GATS members
have taken commitments to open their market to foreign suppliers. Thus, all WTO Members may
establish specific rules for the organisation of sectors identiﬁg—id as pgblic service seg\gors. “
3 1

For more information on the EU and trade in services, go to:
A http://leuropa.eu.int/comm/trade/services/index_en.htm
For regular updates on specific issues related to trade in services, register for the Commission’s
Services Information System. Go to:

October 2001 http://europa.eu.int/comm/trade/misc/register.htm

General Agreement on Trade in Services (Article IV)

= “Increasing participation of developin

rticipation of developing
n world trade shall be
rough  negotiated  specific
. by dyfferentg_ Members
» Parts |l and IV. of this
greement, relating to: ; ;5

) the strengthening of their domestic
" * services capacity and its efficiency and

country. Members
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Key objectives

» Serve Europe’s exporters through practical operational measures

> Keep a comprehensive and interactive public record in order to scrutinise obstacles
to trade in goods and services

» Eliminate trade barriers and ensure that our partners comply with their
international commitments

The EU launched a new market access strategy in February 1996.This initiative gave EU trade policy a more proactive
stance, in tune with the real needs of European exporters in an increasingly interdependent global economy.Today, we are
striving to improve the service we provide, through very practical assistance, available free of charge to all who require it.

» Serve Europe’s exporters
through practical
operational measures

The EU market access strategy created
mechanisms and provisions to serve
Europe’s exporters. In practical terms,
the main tool deployed is a market
access database, available via the
Internet. This provides basic information
of interest to EU exporters, such as an
exporter's guide, the rates of customs
and internal taxes in key export
markets, import licensing requirements
and  special

customs  clearance

formalities.

The database currently contains
five main sections:

|. Sectoral and trade barriers
This section is an overview of the
general trading conditions in a given
country for a given industrial or
services sector. It lists all the specific
barriers to trade of which the EU is
aware.

2. Applied tariffs
This allows the user to select an
export market and to obtain the
customs duty and internal taxes
applied for a particular product.

3. WTO bound tariffs
This part provides exporters with
information on the maximum rates
of duties which WTO Member

iSRRG

countries can charge, allowing a
direct comparison between bound
rates and the applied rates.

4. Exporters' guide to import
formalities
This is a new section that provides
exporters with an on-line list of the
customs documents or other import
formalities required for particular
products in particular countries. Its
current scope covers some 46
countries and the plan is to extend
this to 70 countries by the end of
2001.

5.Info-point on world trade in
services (GATS info-point section)
This is designed to help European

service operators to provide their
services around the world. This
section lists each WTO Member's
obligations under the General
Agreement on Trade in Services
(GATS) and also contains a complete
guide to the GATS, news about
world trade in services, and other
information on  barriers or

restrictions to trade in services.

» Keep a comprehensive and
interactive public record in
order to scrutinise obstacles
to trade in goods and
services

In its Sectoral and Trade Barriers section,
the Market Access Database is designed
to list all trade barriers affecting EU
exports by sector and by country. It
helps to ensure appropriate follow-up
to every specific trade barrier brought
to the attention of the European
authorities. The European Commission
ensures that every problem mentioned
in the market access database and
every new issue raised undergoes in-
depth analysis.

The market access
introduced

strategy has
new procedures to
strengthen co-ordination between
those involved in trade policy in
the European Commission, Member

States and business.

L
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Thus, the strategy has improved «the
flow of information on specific barriers.
It therefore contributes to the
identification and elimination of
barriers.We actively encourage all with
an interest to contribute to this
process. So companies, associations,
chambers of commerce, law firms and
other interested parties are invited to
submit their comments on the accuracy
of the data, to ask for more information
and to signal in total confidentiality
whatever problems they might have in
exporting. This enables everyone to
take full advantage of this interactive
means of communication, allowing an
exchange of information on-line. The
database is widely used throughout the
EU and testifies to the extent of active
involvement on the part of European
business. The database receives an
impressive number of 'hits' per day and
has information on a large number of
trade barriers varying from the non-
actionable, such as high bound tariffs, to
potential violations of provisions of a
WTO agreement. And it has led to
results in terms of improving market
access.

» Eliminate trade barriers and
ensure that our partners
comply with their
international commitments

The European Commission approved a
guidelines communication entitled
‘Serving Europe's exporters in the 21st
century: the next phase of the EU market
access strategy' (April 1999). This paper
identifies the EU's main objective as
concentrating resources on removing a
number of specific barriers on which
we can reasonably expect to achieve
early results.

These would result in the greatest

possible economic benefit to the EU.

With this in mind, the Commission has

now established a standard procedure

to identify priority barriers with a view

to removing them by:

* making use of the WTO dispute
settlement mechanism;

® improving implementation by trading
partners of their obligations under
bilateral agreements with the EU,
including  where  appropriate,
use of the dispute settlement
mechanism;

® organising bilateral consultations
targeting major non-WTO issues
with key trading partners;

CASE STUDIES

October 2001

® carrying out bilateral consultations
on market aecess Bsuesith-aviews
to implementing mutually beneficial
market access packages;

e addressing market access problems
during the negotiation of new
bilateral agreements (e.g. the
proposed free trade area with
Mercosur);

® preparing for the new WTO round:
the market access database will be
used to help set the agenda in areas
such as tariffs, non-tariff barriers,
services, investment, government
procurement, intellectual property,
trade facilitation.

85 % ' The EU's market access database can be accessed at the following website address:
S http://mkaccdb.eu.int.

For more information on the market access strategy:
http://europa.eu.int/comm/trade/mk_access/index_en.htm




Key objectives

> Simplify, harmonise and automate import, export and customs procedures

» Create a set of World Trade Organisation commitments

» Address concerns of developing countries on capacity building and technical

assistance

Import and export procedures can snarl up trade. In fact, red tape in all its forms can be a significant non-tariff barrier
to trade. The EU is convinced that everyone would benefit from a push to simplify trade procedures, cutting out
unnecessary bureaucracy via modern methods. It needs to be done through WTO commitments that could integrate and
build on best practices established by other organisations.Traders both big and small would enjoy reduced costs and fewer
delays, which means more competitive terms of trade. Governments would enjoy better controls, higher revenue intakes
and more efficient management, as well as a more stable climate for inward investment. The gains would be particularly
- beneficial for small and medium-sized companies and traders in developing countries. The costs of compliance with trade
procedures are proportionately higher for them, since they are fixed overheads. Simplified procedures can help to ensure
that the benefits of tariff-cutting are not undermined by bureaucratic delays.

» Simplify, harmonise and
automate import, export
and customs procedures

Import and export procedures can be
significant non-tariff barriers to trade,
and United Nations Conference on
Trade and Development (UNCTAD)
studies have suggested that they can
add up to 10% to overall product costs.
Industry and business have called
for action to simplify, harmonise
and automate procedures; reduce

border and transport red tape
and documentation; and improve
pre-shipment inspection, customs

procedures and licensing rules.

Problems can include unnecessary and
excessive data and documentation
requirements, multiple submission of
data to different agencies, and lack of
harmonisation of import and export
data, both as regards content and
format.

At customs and border crossings,
problems include lack of transparency,
lack of rapid legal redress, excessive
clearance times at customs, absence of
co-ordination between customs and
other inspection agencies, lack of

modern customs techniques based on
risk assessment, unavailability of pre-
arrival processing and company audit,
and insufficient use of information
technology by customs.

» Create a set of World Trade
Organisation rules

Various organisations and regional
groups have made piecemeal efforts
to reduce and rationalise trade
procedures, with only partial success.
The WTO has a natural role to play in
co-ordinating those efforts and in
developing a set of commitments on

trade facilitation.

The EU proposes reducing import and
export procedures to an absolute
minimum, provided that legitimate
controls are applied. It also supports
wider adoption of harmonised
international standards in the trade
transaction process. For instance,
datasets could be reduced and
harmonised, and there could be single-
window and one-time only submission
of information to importing and
exporting administrations. Paper-based
procedures could be replaced by

automation and the introduction of

customs’
Electronic Data Interchange (EDI)

‘under techniques and

based systems.

Improvements to existing, relevant
WTO agreements (e.g. Import licensing,
Pre-Shipment Inspection) should also
be considered, as should measures to
improve and modernise WTO rules on
goods in transit. Specific WTO
commitments on trade facilitation
should be underpinned by key WTO
principles of transparency,
discrimination and proportionality.
Special efforts should be made to
design rules in a way that will benefit

non-

small and medium-sized enterprises.

» Address concerns of
developing countries on
capacity-building and
technical assistance

The benefits of
procedures are clear.

simpler trade
But some
developing countries will need time
and resources to iniroduce them. The
EU has proposed that any future WTO
agreement on trade facilitation should
include measures to build capacity
in developing countries. It should

allow a reasonable time period for
-



implementing improvements. Such
capacity-building should be carried out
in parallel with negotiations, so that
developing countries can participate
actively, and be better placed to
implement results.

WTO Members should agree to
implement a  programme  of
coordinated capacity building, in
cooperation with other multilateral
agencies, to address developing
countries' capacity shortcomings. The
programme should be an integral part
of the process of negotiating and
implementing any agreed rules.

Frequently asked questions

* What are the EU's objectives on Trade Facilitation?

These can be summed up as follows: The EU aims to launch negotiations on trade facilitation in
the New Round to get agreement on simplified trade procedures covering at least the following
issues:

Application of basic GATT/WTO principles to trade procedures.

Simplification of import and export procedures, including information and data.

Rules on customs and administrative processing of consignments, including modern customs

techniques, automation and convergence of controls.

Measures in cooperation (with the World Bank, UNCTAD etc) to build capacity in developing

countries. R

* What would the benefits be?

First, reduced costs and delays for traders, especially for small and medium size enterprises, who
are deterred from exporting by red tape. Just-in-time manufacturing and distribution also needs rapid
customs clearance and streamlined procedures. There's a need to act rapidly to develop simpler
procedures to cope with modern business methods like e-commerce. Trade volumes are growing
rapidly, but face bottlenecks if we don't cut red tape, simplify documents and data, automate and
streamline import and export. This can reduce costs of trade by several percentage points and ensure
that the benefits of any tariff-cutting we may gain in a New Round are not negated by bureaucratic
delays.

Second, to encourage inward investment. When investors decide where to place their capital, a
key factor is the ease and transparency of the export/import procedures, whether for export of goods
or for bringing in inputs. Trade facilitation rules will help to create the climate investors want.

Third, better controls and bigger receipts for governments. It has been proven time and time
again that simple, modern procedures enhance border control and fraud prevention,and lead to higher
revenue intakes. Developing countries with limited resources who depend on custoiiis duties can oj
benefit.

* Why do we need WTO rules on trade facilitation? /
] 4 utonomously. and some are ;dready bemg X
pursued by other international organisations. There are plenty of exampfes of’ non~b|ndmg
recommendations for better procedures, but they have not been fully implemented. The main
benefit of the WTO system is that it is rules-based. Rule-making is the only way to guarantee long-
term predictability for business, and the only way to ensure high-level commitment on the part of
governments. Only if you have rules can you guarantee that all members will adopt the same basic

Technically, countries can carry out the necessary measu

are the World Customs Organisation, the UN; the xIntem:mcmai Maritime —dcgamsattoff an
International Civil Aviation Organisation. And several regional groupings are also working on trade
facilitation. But without a single, commonly-applied framework of WTO rules, such autonomous or
regional initiatives may diverge, thus fragmenting rather than helping global trade. The best thing for
business is a single set of harmonised commitments, since this minimises costs and barriers. A
framework of WTO rules will bring predictability and ensure that different reglonal initiatives as well
as national efforts are consistent. i : i

For complete texts or more information on this and related topics, visit our website on:
. . http://europa.eu.int/comm/trade/miti/tradefac/contrib.htm

For regular updates on DG TRADE news, register for our Electronic Information Service. Go to:

October 2001 http://europa.eu.int/comm/trade/misc/register.htm




Key objectives

> Further facilitate the conduct of international trade

» Clarify and strengthen World Trade Organisation ruies on technical barriers to trade

» Help harness globalisation

» Extend benefits of the Technical Barriers to Trade (TBT) Agreement to developing
countries

All governments have the right to take measures to ensure that public policy objectives such as protecting health, safety,
and the environment are met. But exporters can encounter problems with such legislation.The aim of the WTO Agreement
on Technical Barriers to Trade (TBT Agreement) is to ensure that mandatory technical regulations, voluntary standards,
and procedures for assessing conformity with technical regulations and standards do not create unnecessary obstacles to
international trade. The TBT Agreement requires that these measures are not prepared, adopted or applied in a manner
. that would unjustifiably discriminate between countries, or result in a disguised or arbitrary restriction on trade.

The TBT Agreement has proved a useful tool in tackling unnecessary technical barriers to trade. But there is more to be
done in improving the ways in which its provisions are interpreted and implemented. For instance, more international
standardisation would help reduce unnecessary differences among national conformity assessment procedures. We also
need to reinforce multilateral efforts to enhance best regulatory practice and co-operation, and to enhance technical
assistance for developing countries. It would also be helpful to clarify TBT provisions in relation to a number of consumer,
health and environmental issues. This could in part be achieved via clearer multilateral guidance on labelling, and by
clarifying the position of the precautionary principle in WTO rules.

» Further facilitate the
conduct of international
trade

public policy objectives. But there
seems to be a growing concern over
the potential for labelling to act as a
trade barrier. Sometimes labelling

The Uruguay Round was a ‘quality leap’
in tackling tariffs and non-tariff barriers.
But the impact of technical barriers on
trade, investment flows and indeed
economic activity in general has
become more apparent.

international standards

To apply
consistently and fairly, there must be a
common understanding on definitions.
That is why the EU has made the
promotion of international standards
an i+ sortant issue on its agenda for a

New Round.

For similar reasons, the EU would also
like to promote the international
harmonisation of conformity assessment
procedures wherever appropriate. This
would help eliminate duplication of
efforts and simplify procedures.
Greater coordination and cooperation

is a priority.

» Clarify and strengthen
the TBT Agreement

Labelling is an area of particular
Both
voluntary labelling are likely to be used

concern. mandatory  and

more frequently in future to achieve

requirements seem to be excessive or
because  of
regulation. The rules on labelling in the

unnecessary over-
TBT Agreement are not clear, even
though the topic is explicitly covered
by the text. So all WTO members
would benefit from clearer guidance on
the use of labels, including eco-labelling.
Clarification in the New Round would
help us to use this tool effectively
without suspicion of protectionism.
This could help to avoid unnecessary
disputes.

There should also be more explicit
guidance in the TBT agreement on good
regulatory practice. This guidance could
develop the principle of limiting the
scope of regulations to essential

requirements, while encouraging

manufacturers to use international
standards as a means to meet essential

requirements.



» Help harness globalisation

Measures to protect health and the
environment based on the precautionary
principle are not necessarily incompatible
with WTO provisions. But it would help
to clarify the rules of the game.
Clarification would reduce the risk of
precaution being abused and leading to
arbitrary trade barriers adopted for
protectionist purposes. Even if a
regulator is confident of the WTO
compatibility of a measure based on
precaution, it takes no great
stretch of imagination to envisage,
in the absence of any consensus on
precaution, a dispute over such
initiatives. Such disputes could be a
source of serious trade frictions, either
in or out of the WTO dispute
settlement system. Clarification would
also promote predictable and trade-
friendly regulation. It would also help
minimise the impact on trade of
differences between WTO Members'’
chosen levels of health or environment
protection, given that each country has
the inalienable right to maintain its own

views of acceptable levels of risk.

> Extend the benefits of the
TBT Agreement to
developing countries

Developing countries have encountered
difficulties in  implementing and
operating the TBT Agreement. They
are particularly concerned about
complying with standards and product
requirements. As a result, the WTO's
TBT Committee has agreed to
develop a demand-driven technical
co-operation programme to which
the EU is actively contributing. The
EU would like to take this further in
a New Round. This would mean
making available appropriate technical
assistance to help developing countries
meet TBT requirements.

Technical assistance should include
raising awareness of technical barriers
to trade and the need to reduce them;
building up necessary institutions and
other facilities; preparing regional or
other agreements to address common
concerns relating to standardisation and
conformity assessment; and enhancing
participation in the international
standardisation process.

Frequently asked questions

¢ Why should technical barriers to trade feature as a topic in the next round?

The EU tried to improve the agreement during two Triennial Reviews of the TBT Agreement (1997
and 2000) undertaken in the WTO TBT Committee. The Second Review led to some useful results.
But the EU strongly believes there are still problems to be resolved. Many WTO Members would
benefit from further improvements. A New Round could provide the strong political commitment
which has hitherto been lacking in the WTO's existing institutional set-up. That would help to achieve
progress on issues that have yet to be unresolved.

* Why should developing countries take an interest in labelling and precaution while
developed countries use such measures to protect their markets?

All WTO Members, both developed and developing, have an interest in ensuring that differences in
labelling practices are not used as arbitrary trade barriers. Likewise, the use of precaution in risk
management is widespread. All would benefit from clearer rules that take into account the needs and
interests of developing countries. Labelling can generally be seen as a ‘trade friendly’ approach to
regulation, tending to be less restrictive to trade than many other regulatory measures.

v For more information on this and related topics visit our website on:
http://europa.eu.int/comm/trade/goods/barriers/contrib.htm

For regular updates on DG TRADE news, register for our Electronic Information Service. Go to:
http://europa.eu.int/comm/trade/misc/register.htm




Key objectives

» Reach full implementation of the TRIPs Agreement
> Improve protection for geographical indications

» Make intellectual property and biodiversity mutually supportive

» Update the TRIPs Agreement in line with recent developments in other specialised

agencies

Film producers, recording artists, pharmaceutical giants — what do they have in common? They (and many other individuals
and industries) depend on intellectual property rights (IPRs) for a living, for a return on investment, and, crucially, for future
investment. Such rights protect property of an artistic or commercial nature. Without the return on investment that these
rights provide, much of this activity would cease. That is the price of piracy and counterfeiting. So it stands to reason that
consumers as well as business have an interest in protecting IPRs.The World Trade Organisation (WTO) Agreement on the
Trade-Related Aspects of Intellectual Property Rights (TRIPs) requires all WTO Members to respect a comprehensive set
of minimum standards of protection for IPRs. It also covers their enforcement.

» Reach full implementation
of the TRIPs Agreement

The TRIPs Agreement sets minimum
standards of protection for intellectual
property right-holders which each
WTO Member must provide for each
category of rights. Each of the main
elements of protection is defined: the
subject matter to be protected, the
rights to be conferred and permissible
exceptions to those rights, as well as
the minimum duration of protection.
These standards also «call for
adequate enforcement mechanisms
concerning the civil, administrative and
criminal procedures needed to control
and deter piracy or counterfeiting.

Nevertheless, the Agreement allows
WTO Members a good deal of scope
in the way they implement it, so that
they can address their own particular
social and economic welfare concerns
and defend themselves against any
abuse of IPRs by right-holders.

The TRIPs Agreement entered into
force in 1996. Developing country
members had until | January 2000 to

implement it, but least developed

country members have an extended
period of transition, until 2006, before
they have to apply the Agreement’s
provisions in full. The EU continues to

encourage full implementation of the
TRIPs Agreement in line with this
timetable.

The EU is currently assisting a number
of developing countries to introduce
or strengthen intellectual property
laws. This will help to increase direct
investment flows and facilitate the
transfer of technology from the

developed to the developing world.

» Improve protection for
geographical indications
Parma Stilton

Champagne, Ham,

Cheese — labelling products as unique

because of the place they come from
and the way they are made gives them
special added value. The protection of
geographical indications ensures better
consumer  protection and fair
competition. The TRIPs Agreement
already provides for enhanced
protection for wines and spirits. The
EU believes such protection could be
further improved with a multilateral
system of notification and registration.
The EU also belongs to a group of
WTO Members - including several
developing countries — which would be
ready to extend this type of protection
to agricultural products and foodstuffs.
The EU has indicated that it is
prepared to enter into negotiations,
without prejudice to their outcome.

» Make intellectual property
and biodiversity mutually
supportive

Concerning  the
biodiversity, the EU has issued a
communication that analyses the
between

protection  of

intellectual
and biodiversity-related

relationship
property

matters (April 2001). It is prepared to
examine and recommend ways to
implement the TRIPs Agreement in a

wEp



manner supportive of other non-WTO
agreements, such as the Convention on
Biological Diversity.

» Update the
TRIPs Agreement in line
with recent developments
in other specialised agencies

There is now international consensus
on some new developments in
intellectual property. This has been
reached outside the WTO, so TRIPs
needs to be updated in the light of such
developments. For example, new
treaties relating to copyright in the
context of the Information Society
have been recently negotiated in
the World Intellectual Property
Organisation (WIPO).

Frequently asked questions
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* Surely lack of access to medicines in poor countries proves that TRIPS is too tilted in favour
of big business?

Lack of drugs in poor developing countries is not tied to the existence of TRIPs. Health systems in
these countries are massively under-resourced, and the sick can not afford the cost of medicines. They
need cheaper drugs and development aid.

The EU's Programme for accelerated action on HIV/AIDS, malaria, and tuberculosis in the context of poverty
reduction defines the EU response and work programme, over the period 2001-2006, to this global
emergency, which mostly affects the poorest populations and undermines health and development
efforts.

In parallel, the EU is convinced that the TRIPs Agreement can be implemented in ways that meet WTO
Members’ public health objectives as well as the rights of pharmaceutical companies. That is why the
EU will continue to address this issue within international organisations and, in particular, the WTO.

* Does TRIPs allow countries to restrict or prevent the patenting of living organisms?

Yes. The rules on this are flexible. Plants and animals can be excluded from patentability. For plant
varlenes. TRIPs does permit countries the optlon to either mtroduce patents or or_an alternative sui

* How can the TRIPS agreement be used ta iEncrease prbtectlon for trad
| :
§ l
Although TRIPs is silent on this issue, it does nbt preVenr,J"I mbers‘settmg up natlcmglgrote;gon....i
regimes for traditional knowledge. Traditional knoMedge and the means to protect it are, however, on
the agenda of the World Intellectual Property Organisation (WIPO) at the moment. The European
Community has made clear that it is very open to developing country requests to include traditional

knowledge on the agenda of a New Round.

L g for more information on this topic, visit our website:
. p http://europa.eu.int/comm/trade/miti/intell/index_en.htm

For regular updates on DG TRADE news, register for our Electronic Information Service. Go to:

October 2001 http://europa.eu.int/comm/trade/misc/register.htm




Key objectives

» Keep markets open
» Ensure fair trade

» Enforce the legisiation objectively and transparently
> Ensure trade partners respect Worid Trade Organisation legisiation
» Promote improvements to the system

Open markets are not enough if our trade partners do not abide by agreed disciplines and rules. Clearly defined measures
are needed to correct abuses, restore confidence and to make the market work properly. WTO principles underpin EU
policy in this field. Opening markets — and keeping them open without discrimination — must be supported by the
application of common rules and a general acceptance that certain types of behaviour are unfair. The EU legislation and
procedures are in line with applicable WTO and other international agreements on unfair trading practices. We are
therefore determined to see that our own business and industry are not disadvantaged by unfair and injurious practices

by other trading partners.

» Keep markets open

The Trade Barriers Regulation
(TBR) s
Community's

unique among the
commercial  policy
instruments as it is an offensive rather
than a defensive instrument. lt gives
industry the opportunity to lodge a
complaint with the Commission when
there is reason to believe that
companies are encountering trade
barriers that restrict their access to

third country markets.
» Ensure fair trade

The EU has two main trade
defence instruments at its disposal
to ensure fair trade: anti-dumping
and anti-subsidy measures. These
restore fair international competition
and ensure a level playing field for all
producers on the EU market. In
addition, the safeguard instrument
works as a safety valve in response to
sudden import surge.

Dumping is the most common unfair
trade distorting practice. It occurs
when manufacturers from a non-EU
country sell goods in the EU below the
sales price in their domestic market, or
below the cost of production. There

are many reasons for dumping goods,
the most injurious being ‘predatory
pricing'. Manufacturers accept losses at
first to undercut competitors, either to
boost their market share or to drive
the competition off the market.

This is generally only possible when the
export market is protected to a
significant extent. Anti-dumping is the
trade defence instrument the EU uses
most often. Yet its impact on EU trade
should not be exaggerated. Anti-
dumping only cover
approximately 0.5% of our total
imports.

measures

Subsidies
manufacturers by governments or
other public authorities are another
problem, since they help to reduce
production costs and/or cut the prices
of exports to the EU unfairly. This can

made  available to

help manufacturers to increase their
market share in other countries and
cause injury to competitors.

» Enforce the legislation
objectively and
transparently

The European Commission has a clear
procedure for dealing with cases. All

parties concerned have an opportunity
to state their case, and there is a right
of appeal. If an EU industry considers
that dumped or subsidised imports are
causing it ‘material injury’, it may
submit a complaint to the European
Commission, providing evidence of:

e Standing: the complainant must
represent a major proportion of
the EU industry in question.

* Dumping or subsidisation:

- dumping: the complainant must
show that the sales price of the
imported product on the EU
market is either lower than on
the manufacturer’s domestic
market; or is below production
costs;
subsidisation:
must show that a product has

the complainant

benefited from a specific subsidy
in its country of origin.

* Injury: the complainant must
show that they have suffered or
may suffer material injury as a
result of dumping or subsidisation.

If the
the complaint merits

decides that
a detailed

Commission

investigation, it must work to a strict
timetable. It must reach conclusions
within |5 months for an anti-dumping

-



case, and within 13 months for an anti-
subsidy case.

The Commission investigates the
importers, exporters and Community
producers participating in  the
investigation. They are also given a full
opportunity to comment. Other
groups, such as domestic users and
consumers, are consulted to ensure
that any action under consideration
meets the wider EU interest
(‘Community Interest’). In anti-subsidy
cases, the Commission must also offer
to consult the non-EU country
concerned.

If the investigation confirms the
existence of injurious dumping or
injurious subsidisation and if the
Community interest test is positive, the
Commission can, after consultation
with Member  States, impose
provisional measures. Subsequently, the
Commission responds to comments by
interested parties and discloses
information underlying its conclusions.
If after disclosures and verifications, the
initial findings are confirmed, the
Commission will propose definitive
measures to the EU Council of
Ministers. If not, the proceeding will be
terminated without the adoption of
any definitive measures. Measures
usually apply for five years, unless a
review due to changed circumstances
is initiated at an earlier stage.

The European Court of First Instance
deals with any disputes arising in
implementation of the commercial
defence instruments. Final appeal on
points of law can be made to the
European Court of Justice. In addition,
the WTO  dispute settlement
mechanism is open to the WTO
signatories.

» Ensure trade partners
respect World Trade
Organisation legislation

As well as applying Trade Policy
Instruments, the EU faces a growing
number of cases against it. The
number of investigations concerning
Community exports and the number
of countries using commercial defence
instruments worldwide are both
increasing.

The European Commission is there to
help Member States and EU industries
as required. It plays a direct role in anti-
subsidy cases where Community
subsidies are involved and in all cases
(anti-dumping, anti-subsidy, safeguards),
where imports from the whole of the
EC are concerned. In addition, the
Commission monitors all third country
commercial defence investigations,
gives advice to Member States to
defend their cases, and ensures that

third countries comply with their

obligations.Action under this heading is
taken in discussion--in- - bilateral -

meetings, in consultations under the
relevant WTO agreements, and in
WTO dispute settlement procedures.

» Promote improvements to
the system

Overall, the current WTO Agreements
on anti-dumping and anti-subsidy work
well. The EU's Regulations are in many
respects more advantageous for
those wishing to export to the
EU than those prescribed by WTO.
Nevertheless, the EU is open to
discussion of these rules in the WTO
in order to address concerns voiced
by some third countries. The idea in
doing so is to improve the system and
to prevent abuse, provided the basic
instruments remain in place in an
efficient manner. Further clarifications
on existing rules would also be
welcome, to ensure that measures are
applied consistently.

‘was the case as regards the US Arm—dumpmg Act of I9I6 and in the case of measures t,hat
Argentlna apphed o lmports of leather pmducrs and exports of hides and skins.

H

v For more information on the legislation and related issues:
- http://europa.eu.int/comm/trade/policy/instruments.htm
et http://europa.eu.int/comm/trade/policy/dumping/antidumping.htm

http://leuropa.eu.int/comm/trade/policy/subsidy/antisubsidy.htm




Key objectives

> Resolve trade disputes among World Trade Organisation Members
> Ensure respect of rights deriving from World Trade Organisation agreements
> Improve the system in the light of experience

The dispute settlement mechanism which came into being with the World Trade Organisation (WTO) in 1995 is one of
the cornerstones of the organisation. It gives all 142 Members of the WTO confidence that the commitments and
obligations negotiated and agreed will be respected. It does not impose new obligations, but it does enforce those already
agreed. Overall, the EU considers that the system is functioning well and has helped to ensure real market-opening. And
it compares extremely well with other international dispute settlement systems in terms of speed and efficiency. By
providing a multilateral forum for settling disputes, the mechanism protects weaker Members against unilateral action by

the strongest. But there is room for improvement. Discussions on amendments of the Dispute Settlement Understanding
~ (DSU) are in progress, based on experience gained via individual cases. The EU is fully committed to working with its

partners in the WTO to make the system even more effective, predictable and transparent.

» Resolve trade disputes
among World Trade
Organisation Members

The rationale behind the Dispute
Settlement Understanding of the WTO
is to provide Members with a clear legal
framework for solving disputes which
may arise in the course of implementing
WTO agreements. Clearly, agreed
solutions between Members are the
most desirable way of solving disputes. If
this is not possible, Members can ask for
panels and (possibly) appeal procedures
where the WTO, by interpreting the
rules, solves the dispute.

» Ensure respect of rights
deriving from World Trade
Organisation agreements

The WTO dispute settlement
mechanism gives Members the
assurance that commitments and
obligations negotiated and agreed upon
will be respected and enforced. This is
why Members, including the EU, are
increasingly making use of the
mechanism. However, the EU never
initiates a dispute settlement case
before exhausting all other ways of
finding solutions.

If a Member does not comply with
WTO recommendations on bringing
its practice in line with WTO rules,

then trade compensation or sanctions
in the form of a suspension of
concessions or obligations may follow.

» Improve the system in the
light of experience

Experience gained in dispute settlement
proceedings has shown the need for
some improvements. So the EU is
considering fresh proposals for the
Dispute Settlement Understanding that
cover issues such as:

® Introduction of a system of more
permanent panellists

e Clarification of the DSU provisions
on implementation. This covers
notably the sequencing issue (ie the
steps which need to be taken, and
their order, before determining
that the losing party has not
complied correctly with the DSB
recommendations and reacting

accordingly),  the arbitration

procedure on the level of suspension
of concessions, and the establishment
of a procedure to lift suspension of
concessions once a losing party has

implemented changes

® Improvement of the provisions on
trade compensation to make it a
more attractive option before moving
on to suspension of concessions

-



° Elements related to the handling of

confidential information in individual
disputes

® Speeding up the process whenever

this is feasible and justified

® Greater transparency. Trade disputes

can involve issues of concern to
society at large and are increasingly
the subject of public interest.
Greater transparency is needed to
secure continued public support and
confidence in the WTO system while
preserving its intergovernmental
character.

Frequently asked questions

* How has the WTO dispute settlement system worked so far?
After six years, the answer is that it is working rather well. Here are some interesting trends:

WTO Members are increasingly making use of the mechanism to resolve trade disputes, which
shows they trust the system. ‘

Cases are no longer just between the big trading partners: developing countries have initiated cases
against major trading partners and among themselves, which strengthens the basic WTO principles
of respect of mutual benefits and obligations.

With the working procedures now codified, the system has become much more efficient, automatic
and transparent than was the case under the General Agreement on Tariffs and Trade (GATT).The
WTO system can deal with complex cases involving an assessment of many different provisions
contained in several Agreements.

In most cases that led to Dispute Settlement Body recommendations, the losing party has complied.

The EU is also concerned about the This shows Members' commitment to abide by the rules.
constraints developing countries face A significant number of cases have been amicably settled at the consultation stage. This shows that
as the WTO becomes more legalistic. It Members prefer to seek a solution rather than running the risk of a negative WTO panel finding.
has” supported the creation of a unit
within the WTO secretariat with the Has the system been efficient in resolving major disputes involving the EU?
task of providing developing countries
with legal assistance. Yes, in several cases. Among the most recent are:
Bananas: a long-running dispute brought to an end after eight years.
US Foreign Sales Corporation (FSC) legislation, where WTO rules proved flexible enough
to accommodate the EU concern to de-escalate the conflict while safeguarding our rights.
Asbestos: in a case brought by Canada, the WTO ruling upholding a French ban on the material
on health grounds showed that the system and the rules can duly take into account civil society's
concerns.
Swordfish: an amicable solution to a dispute with Chile was found, striking a balance between
WTO rules on transit, and the duty to manage swordfish stocks in the south-eastern Pacific in a
responsible way.
Can the WTO dispute settlement system take into account public policy objectives?
The WTO agreements are trade agreements, so they do not seek to set standards on public policy
objectives such as health and environment. Howevev. this does not exclude all non-trade conéerns.The
_ rules explicitly recognise the right of WTO Membe §10 dopri all necessary meaSures in resbonse to
Standar d timetabl JOr | legitimate objectives such as the protection of health the” envrronmenLor consumecs.Ihe-GATT
aWwToO procedure ; ‘ provides for General Exceptions that permit WTO M bers
. » v measures for public pollcy reasons. However these lﬁUSt
Consultations 60 days
Panal oot o and . For more information on this and related topics, visit our website on:
p . - . o .
panellists appointment 45 days . » http://europa.eu.int/comm/trade/miti/dispute/index_en.htm
Final report to the : e For information on cases brought before the WTO, visit the WTO website:
parties 6 months October 2001 http://www.wto.org/english/thewto_e/whatis_e/tif_e/disp1_e.htm

Final panel report
to WTO members 3 weeks
Dispute Settlement
Body adopts report
(if no appeal) 60 days

Total | year
(without appeal)

R eyt

Appellate Body report 60-90 days

Dispute Settlement
Body adopts Appellate

Body report 30 days
Total | year 3 months
(with appeal)

The parties can of course settle their dispute
themselves at any stage.




Key objectives

» Improve the legal framework for Foreigh Direct Investment world-wide

» Reduce the risk of investing abroad, thus enhance investment flows

» Establish a level playing field among host countries and among investors

> Respect the interests of home and host countries, in particular developing

countries

Foreign Direct Investment (FDI) is now recognised as one of the key factors in economic growth and wealth. Investment
flows benefit everyone, creating opportunities for investors and helping developing countries to achieve sustainable
development. For developing countries, FDI is particularly important. It does not create debt obligations, and it represents
long-term commitment and lasting assets. But such investment needs the stable, transparent, predictable and non-
discriminatory business climate that multilateral rules can provide. There are no such rules at present. The EU supports
the launch of negotiations intended to set up a coherent basic framework of multilateral rules on Foreign Direct
Investment as part of the next round of WTO multilateral trade negotiations. The EU believe that it is in the interest of
all countries, developed and developing, to create a more stable and transparent climate for FDI world-wide.
Non-discrimination, transparency and predictability of domestic laws applicable to FDI should be the guiding principles for
the framework the EU would like to negotiate.

» Improve the legal
framework for Foreign
Direct Investment
world-wide

WTO rules on investment will help
create an investment-friendly legal and
administrative environment for all
investors. To do this, the rules must
secure stability and predictability for
foreign and domestic investors.

Treatment of foreign investors should
be based on WTO principles of non-
discrimination (Most Favoured Nation
and National Treatment), if necessary
subject to limited, negotiated
exceptions. These principles would
preserve the right of host countries to
regulate investors’ activities in their
territory in a non-discriminatory

manner,

Transparency of domestic investment

regimes is also crucial to enable
investors to assess their predictability.
It would also assist countries with their
investment via

efforts to attract

promotion of opportunities.

» Reduce the risk of investing
abroad, thus enhance
investment flows

Businesses are wary of the risks,
whether real or imagined, of investing
abroad. This applies particularly
to developing countries and can
undermine their domestic policies to
attract FDI.

Reducing uncertainty and risks may
not guarantee a country will get more
FDI. But multilateral investment rules
would increase overall FDI flows by
reducing the marginal risk associated
with each new venture abroad. It
would help developing countries to
attract a fairer share of whatever FDI
is available.

» Establish a level playing
field among host countries
and among investors

The EU believes that
rules on FDI should be based on the
WTO principles of
non-discrimination, the ‘level playing

international

fundamental

field’, as well as transparency and
openness.

The current patchwork of investment
rules established at regional and
bilateral® level is not satisfactory.
Investors see it as very inefficient and
non-transparent, given the variations in
treatment among different countries.
As a result, FDI is not always placed in
countries where it could be most
efficient. Moreover, the production
activities of many companies today are
spread over different countries. That is
why we need a basic, common
framework of rules for FDI.

For Small and Medium Enterprises
(SMEs) with the potential to invest
abroad, the situation is particularly
unsatisfactory. They do not have the
means to monitor and adapt to ever-
changing conditions in countries that
would like to attrac: FDI. So they tend
to avoid the risk of investing
in countries in which the legal
framework is uncertain. SMEs would
have much to gain
multilateral investment rules.

from clear

-



> Respect the interests of
home and host countries,
in particular developing -
countries

Governments need to preserve the
right to regulate economic activity
within their territory, as regards
development, environment and social
conditions among others. Developing
countries need assurances that they
would not lose policy control over
investment decisions,and that they may
pursue their development objectives.

The scope of the rules we need must
be realistic. Negotiations should focus
only on FDI, not on short-term capital
movements. Every government should
maintain its ability to regulate short-
term capital movements, whose
sudden outflows (or inflows) can be
harmful in countries that do not have
an adequate regulatory and financial

infrastructure.

WTO Members
preserve their flexibility in deciding

Moreover, must
which sectors can be open to foreign

investors. In other words, no
multilateral rule should force any
country to liberalise any given sector.
The question of market access should
be addressed in a way which allows
each country to absorb FDI in a
manner and at a rhythm compatible
with its domestic policies (that is, a
‘bottom-up’ approach). Developing
countries would be free to decide
which sectors of their economy they

wish to open up to FDI.

The Dispute Settlement mechanism
should be that of the WTO. Investor-
to-State arbitration does not fit in the
WTO

appropriate for bilateral agreements.

framework, though it s

% More than 1800 Bilateral
Investment Treaties had been
concluded at the end of 1999.

Facts and Figures

Frequently asked questions

* Why do we need multilateral rules on FDI?

Consistency and transparency

Current international instruments vary in their geographic scope and coverage, specific content and
legal nature. Even taken together, they do not add up to a coherent and complete international
framework for FDI. In any case, 7,500 or so Bilateral Investment Treaties (BITs) would be needed to
link all WTO member countries.The patchwork, with its overlaps, gaps and inconsistencies, is unhelpful
for multinational enterprises. Moreover, the production and distribution processes of companies today
often involve more than two countries at the same time. A basic set of investment principles, agreed
at multilateral level, would consolidate all the principles enshrined in BITs and build up on the basic
non-discriminatory WTO principles on trade.

Complementing trade rules

Trade and investment are inextricably linked. So they should be dealt with in a more integrated way.
FDI is a major vehicle for international trade. It accounts for at least a third of world trade flows. From
a policy perspective, open trade regimes favour FDI inflows with the highest level of technology. Open
investment policies in a country favour open, competitive markets. GATS, TRIMs and TRIPs agreements
partially cover certain investment issues, but we now need comprehensive rules on investment in all
sectors.

e But FDI is thriving already. So what would the value-added of a multilateral agreement be?

True, such rules would not guarantee increased FDI flows. But they would improve the allocation of
capital, therefore increasing global welfare. Rules would reduce distortions caused by discriminatory
practices, subsidies/incentives races, legal uncertainty and lack of transparency. For example, businesses
would appreciate lower costs in risk insurance, currently high because of uncertainties over the legal
environment in many potential host countries. In 1999, foreign companies generated US$3 trillion in
host countries. If, thanks to new rules, distortions and inefficiencies boosted gross product by just 5%,
that would mean US$ 150 billion of extra world output and resources — surely worth having.

A rules-based system could assist us in developing an agenda fo arnessed globalisatiol
international investment could be dealt with in parallel with policies on ompeutlcnhbour :ondmons

domestic policies to comply wnth such rules,and it would no: be costlyThe idea’i 15 o consolidate best
practices’. The rules wou|d be flexible enough to fur her development jaims, aqd would have to'be

Rules would increase transparency and stablllty onditions govermng mvest' it world-wude and
lead to an improved allocation of capital. Many idéve oping-cquntries would fmd it easier to attract™
investment, along with the capital and technology it brings. And rules would help least developed
countries to join the ranks of those attractive to FDI flows.

e What about investors' obligations? Should the WTO deal with this issue?

WTO rules deal with the behaviour of governments and our basic approach boils down to asking
governments to regulate their internal economic actnvnty, including investment, in a non-discriminatory
manner. It is up to host countries to establish the bhgauons of investors, mcludlng foreign investors,
who must abide by the law of the country in whic! they are ‘*establlshed On the other hand WTO
rules should not unduly limit a host country's ability tQ regulat : ' .

However, the EU is developing voluntary principles andxsta dard JZ:Lb_ehavuour that woul¢mqu¢re
companies to behave responsibly in fields as diverse as :
development concerns, transparency and corruption.

iy For more information on this topic, visit our website on:
ks % http://www.europa.eu.int/comm/trade/miti/invest/index_en.htm
et For regular updates on DG TRADE news, register for our Electronic Information Service. Go to:

October 2001 http://europa.eu.int/comm/trade/misc/register.htm

' iO,é 0 31% over this peﬂod

Source: UNCTAD World Investment Report 2000



Key objectives
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> Agree on core principles to be reflected in domestic competition laws
> Agree on a ban on hard-core cartels
> Establish a flexible framework for international cooperation

> Make sure the needs of developing countries are taken into account

Widespread trade liberalisation and regulatory reform have led to increased business opportunities and globalisation in
the market-place. But in some instances, governmental barriers to trade are being replaced by private barriers such as
anti-competitive practices. These practices include running hard-core cartels that engage in price-fixing or bid-rigging, or
abuse of a dominant position. The adverse impact on international trade is felt particularly strongly in developing countries
which often lack capacity and experience in dealing with such anti-competitive practices. The response should be global.
' The European Union is arguing that the issue should be taken up at the World Trade Organisation.

» Agree on core principles to
be reflected in domestic
competition laws

The EU believes that the WTO agenda
should
binding framework agreement on

include negotiations on a

competition. Such an agreement could
lay out core principles for inclusion
in domestic competition laws. They
would cover non-discrimination and
transparency, and an undertaking to
treat hard-core cartels as a serious
breach of competition law. Although
some WTO Agreements such as GATS
and TRIPs already contain provisions
relating to competition, the EU believes
there is a compelling need for some
horizontal competition principles. A
WTO competition agreement could be
based on the following elements:

® A legislative framework to be based
on the principle of non-discrimination

* Transparency,including guidelines for
the application of the law

® Guarantees of ‘due process’ in
competition investigations (including
protection of confidential information)
and the right of petition to
competition authorities and/or the
judiciary

® Administrative competition decisions
subject to judicial review

hard-core
breaches of

¢ Agreement to treat
cartels as serious

competition law.

» Agree on a ban on hard-
core cartels

Hard-core cartels — typically, groups of
powerful multinational companies —
cost consumers world-wide literally
billions of dollars as they keep prices
for their goods and services artificially
high. (See box overleaf for an example.)
But penetrating the cloak of secrecy
under which they operate in order to
expose their illegal and even criminal
behaviour is notoriously difficult. The
European Union supports international
efforts under the auspices of
the Organisation for
Cooperation and  Development
(OECD) and the WTO to step up
international cooperation to put an

end to hard-core cartel activity.

Economic

» Establish a flexible
framework for international
cooperation

Action could include

an ‘information

setting up
clearing house’

on domestic laws, practices and
developments; case-specific cooperation;

consultations and exchanges of views

on competition policy issues that
affect the interests of other members;
setting up a WTO Competition Policy
Committee as a forum for the
exchange of views and multilateral
discussions on competition policy
issues of common concern, as well as
to facilitate exchange of information
on competition policy developments in
the jurisdictions of WTO members.

» Make sure the needs of
developing countries are
taken into account

Any multilateral framework agreement
in the WTO must take into account the
specific needs of developing countries.
There must be flexibility in the ways
they cooperate, and they must be
allowed to introduce a competition
agreement step-by-step in realistic
transition  periods. Competition
authorities in developing countries
must benefit from better coordinated
technical
building

assistance and capacity-
activities.  Partnerships
between them and the providers, e.g.
UNCTAD, the World Bank, regional
organisations and individual countries
would help to achieve this.
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Frequently asked questions

e Why the need for negotiations on competition?

Because governmental barriers are often replaced by private barriers. To safeguard the benefits of
trade liberalisation and regulatory reform, there is a need for effective enforcement of competition
laws and policy. However, domestic laws and policy often come to nought when faced with anti-
competitive practices with an international dimension. Some abuses may originate in one jurisdiction,
but have their harmful effects in another. Such practices are best addressed through coordinated
cooperative efforts from all relevant competition authorities. At the moment, bilateral cooperation
agreements only exist between industrialised countries such as the EU and the US. Cooperation needs
to be extended to include developing countries, as they are increasingly the object of anti-competitive
practices.

¢ Wouldn’t this require harmonisation of domestic competition laws?

No.The EU proposal only calls for binding core principles regarding non-discrimination, transparency
and — as a substantive area — a ban on hard-core cartels. These are the basic elements that should be
part and parcel of domestic competition laws. Such principles would also be of importance for WTO
members who have yet to adopt a competition law or who may be amending existing laws. Together,
these principles ensure the equal and predictable treatment of all firms, regardless of their corporate
nationality.

competition law based on core principles. Ind ual decnstoms *wouid no:bexhe subject- pf“dnspu
settlement within the WTO Members who find !problems wnth the way in which another Member

H
i
L

. L For more information on this topic, including all EU submissions to -the WT0 Working
‘ e Group on Trade and Competition, visit our web site on:
October 2001 http://europa.eu.int/comm/trade/miti/compet/index_en.htm

CASE STUDY

| conducted separa
vitamins cartel and

competltion authonﬂ 8
easier to detect the cartel



Key objectives

.» Extend a zone of stability and prosperity on the European Continent
> Create a free-trade area between the Union and its future members

» Increase the dynamism of the enlarged Union’s economy

The European Union is about to face its biggest challenge since the foundation of the European Economic Community in
1957.The challenge is to integrate the countries which have applied to join the EU and which can meet our criteria. The
EU was built on the principle that economic forces must be harnessed to achieve stability and prosperity. It is now offering
other European partners the opportunity to benefit from its model of integration. To date, 13 countries are candidates,
and accession negotiations have started with all of them except Turkey. These countries are: Bulgaria, Cyprus, the Czech
" Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Romania, the Slovak Republic, Slovenia and Turkey. The gains
from this unprecedented enlargement will be substantial, both for the acceding countries and current member states.

> Extend a zone of stability
and prosperity on the
European Continent

The strong trade relations that Central
and Eastern European countries have
enjoyed with the European Union
since the fall of the Berlin wall
have contributed significantly to
the development of their national
economies. Ties were established as
early as 1989, when the European
Community granted trade concessions
to countries of the former Soviet bloc.
These included the
removal of long-standing import quotas

concessions

on a number of products, and an
extension of the Generalised System of
Preferences (GSP). Over the next few
years,
Agreements followed with Bulgaria, the
Czech and the Slovak Republics, Estonia,
Hungary, Latvia, Lithuania, Poland,
Romania and Slovenia. Accession is the

the conclusion of Europe

next step in enhancing the relationship
between the EU's current membership
of 15 and the candidates.

» Create progressively a
free-trade area between
the Union and its future
members

The Europe Agreements cover a large
number of issues, focusing not only on

trade liberalisation and other trade-
related issues, but also on political
dialogue, legal approximation and
other areas of co-operation, in the
area of industry, environment,
transport and customs. Progressively,
the Agreements aim to establish a
free-trade area between the EU and
the associated countries, on the basis
of reciprocity but in an asymmetric
manner. In other words, liberalisation
will be more rapid on the EU side than
on the side of the associated
countries. As a result of this process,
industrial products from the associated
countries have had virtually free access
to the EU since the beginning of 1995,
with restrictions in some sensitive
sectors, such as agriculture and

textiles.

As well as liberalising trade, the
Europe Agreements also contain
provisions  regarding the free
movement of services, payments and
capital in respect of trade and
investments, and the free movement of
When establishing
operating in the territory of the other
party,
treatment not

workers. and

enterprises must receive
less favourable than

national enterprises.

The Association Agreements with
Cyprus and Malta cover similar fields

(except political dialogue), while the
Agreement with Turkey progressively
establishes a Customs Union.

» Increase the dynamism of
the enlarged Union’s
economy

Trade and investment, both within the
enlarged Union and with our external
partners, will greatly benefit from an
extra 105 million consumers and a 34%
increase in area. Some candidate
countries’ links with their neighbours
in the former Soviet Union will enable
EU-based firms to engage in increased
trade and
Member States.

investment in the new

In addition, a single set of trade rules,a
single tariff, and a single set of
administrative procedures will apply
not only across the existing Member
States but across the Single Market of
the enlarged Union. This will simplify
dealings for third-country operators
Europe, thus facilitating
investment and trade. Indeed, the
Common External Tariff of the EU,
which will be applied by acceding
countries, is on average lower than
tariffs presently applied.
Developing  countries,  enjoying
preferential access to the EU, will find

within

national

new markets in the acceding countries.
-



And new members will also improve
to the markets of
developing countries through economic
and trade co-operation.

their access

Finally, this unprecedented enlargement
is likely to have a strong positive effect
on inward foreign direct investment in
the acceding countries.This should also
boost

investment flows into the

enlarged Union.
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Frequently asked question
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* What is the Commission’s role in assisting candidate countries to align their legislation to
the EU’s?

The Europe Agreements provide for regular and institutionalised meetings between the European
Union and representatives from the candidate countries. Association Sub-committees tackle most of
the trade-related issues which arise from the implementation of the Agreements. The Association
Council, the higher instance of the institutional structure, is conducted jointly by the European
Commissioner responsible for Enlargement, Guenter Verheugen, and the Minister of Foreign Affairs of
the member state holding the EU Presidency.

Moreover, in the framework of accession negotiations, technical discussions are held regularly at
expert Ievel The Commlssnon presents the Commumty Ieglslatron stemming from the Common

For country-specific information on bilateral trade relations with candidate” countries visit:

‘ ! http://europa.eu.int/comm/trade/bilateral/index_en.htm
ik For issues related to enlargement, visit:

October 2001 http://leuropa.eu.int/comm/enlargement/index.htm

Technical background: trade patterns between the
EU and candidate countries
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Trade in goods and services 1999
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EU trade in goods 2000

The major import partners The major expert partners— - -
i Rank Partners  €(million) % || Rank Partners | €(million) %
] World* 1 025 556 100.0 World* 936 781 100.0
E | USA 197 363 19.2 I USA 231 072 24.7
1 2 Japan 85511 83 2 Switzerland 70 324 T:5
i 3 China 69 673 6.8 3 Japan 44 750 48
7 4 Switzerland 58 478 57 4 Poland 33716 36
5 Norway 45 671 4.5 5 Turkey 29 744 32
The major import products The major export products
‘Rank Products | €(milliony % || Rank Products e(mnlhon)’ e
TOTAL 1 025 556 100.0 TOTAL 936 781 1000 [
of which of which s
I Oil 120 125 L7 | Road vehicles 87 313 23 E
2 Electrical machinery 90 029 8.8 2 Electrical machinery 73 960 79 F
3 Office machines (PC) 70 255 69 3 General industrial machinery 51943 5.5
4 Articles of clothing 50 786 5.0 4 Other transport equipment 50 890 5.4
5 Road vehicles 47 693 4.7 5 Specialised machinery 48 112 5.1
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Trade in goods and services 1999
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EU foreign direct investment flows 1999

Inflows Outflows
Japan  Canada Japan Canaria !
USA 47%  popo, Australia- US/:/ 3% 13% Australia-
65.8% | ; New Zealand 66.1% \ i New Zealand
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Notes:
*World is calculated excluding Intra-UE flows

Asia:ASEM excluding Japan — China, South Korea,
Vietnam, Thailand, Indonesia, The Philippines, Malaysia,
Singapore, Brunei

Sources:
GOODS: Eurostat {(Comext) and IMF (DOTS)

SERVICES: Eurostat (New Cronos) and WTO . 7
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