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Literature

- Chapter 2 The World Trade Organisation
- Chapter 4 Negotiating Forum

- Chapter 13 Towards deeper integration? The ‘Trade and’
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Introduction

- Trade liberalisation generates positive welfare effects

- But how can we organise trade liberalisation?
- Many countries, different characteristics, power relations, etc.

- Institutionalising trade negotiations

- System of established and prevalent (social) rules that structure
(social) interactions

- Economics: Growing recognition of importance institutions
- At the international level: institutions more enabling
and facilitating
- GATT (1947) / WTO

- No guarantee that countries select optimal trade policies
- Growing number of rules and regulations that facilitate negotiations
- Continued strive towards free trade
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World Trade Organization

- Post WWII: attempts to create International Trade
Organisation

- Instead: General Agreement on Tariffs and Trade +
IMF + World Bank

- Extensions
- General Agreement on Trade in Services
- Trade related aspects of intellectual property rights (TRIPS)

- 1995 consolidation into one organisation: WTO
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- GATT: flexible forum to negotiate and make deals

- WTO: common institutional framework for trade
negotiations
- Sets the rules of the game

- Functions of WTO

- Implementation of multilateral trade agreements
- Forum for negotiations

- Dispute settlement

- Trade policy review mechanism

- Cooperation with IMF and World Bank to achieve coherent policy
making
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Organisational structure

WTO structure
All WTO members may participate in all counals, committees, etc, except Appellate Body, Dispute Settlement panels, and plunlateral committees.

Ministerial Conference

Genaral Council masting as] I |Genaral Counail meeting as
Dispute Settlement General Council Trade Policy Review
Body Body Doha Development Agenda:
TNC and its bodies
Appellate Body
Dispute Settlement panels . Trade Negotiations
P00 0P ORRRARRRPIOSOOROONSEREBEOSSS Committes
EEEEER
. | B N
c?r:_‘;;‘:;ﬁf;ns::onmem Council for Council for Council for - SPS?'?| szﬁ'ﬂ!'ls of
rvicaes Cound
Trade and Development Trade in Goods Trade-Related Aspeclts Trade in Services = TRIPS Cauncil
subcommittse on Least- of Intellectual - Disputs Sattlzment Bady
Developed Countries Property Rights Agriculture Committes
Regional Trade Agr ts L Cotton Sub-Committee
Ba'lanlt:rq c?if Payments Committees on | Committess on | Trade and Development Committee
BUdcgactl Fi?-ll;:,:c o Market Access EEEEN Trads in Financial Services n Trade and Environment Committee
Adrnilriistruﬁnn ggrl_culturi - L] Spedific Commitments L] Negotiating groups on
anitary and Phytesanitary Measures . . Market Access
Working parties on Technical Barriers to Trade L wul’klllﬂ_ parties on L] .
ACCESSIon Subsidies and Countervailing Measurez | Domestic Regulation u TenhlEo
Anti-Dumping Practices n GATS Rules u
working groups on Customs Valuation
Trade, debt and finance Rules of Drigin L u
Trade and technalogy Import Licensing u Plurilaterals
tranzfer Trade-Related Investment Maazures u Trade in Civil Aircraft
(Inactive: Safeguards Committes
(Relationship between . . Government Procursment
Trade and Investment Working party on u Committee
(Intaraction betwsen State-Trading Enkerprises =
Trade and Competition
policy =
(Transparency in . L
Government Frocurement) Plurilateral
Information Technolegy Agreement
Committee

Key
I Roporting to Genaral Council (or a subsidiary)
Reporting to Dispute Settlement Body
B B B N N Plurlateral committees inform the General Counadl or Goeds Ceuncil of their activities, although these agreements are net signed by all WTO members
® & & @ @ Trade Negotiations Committee reports to General Council

The General Council alse meets as the Trade Policy Review Body and Dispute Settlement Body
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M Grades 1-10 @ Senior management and directors** Total

Senior Management (DG, DDGs and their assistants) N R R 00000
Office of the Director-General
Accessions Division
Administration and General Services Division
Agriculture and Commodities Division
Council and Trade Negotiations Committee Division
Development Division
Economic Research and Statistics Division
Human Resources Division
Information and External Relations Division
Information Technology Solutions Division
Institute for Training and Technical Cooperation
Intellectual Property, Government Procurement and Competition Division
Languages, Documentation and Information Management Division
Legal Affairs Division
Market Access Division
Office of Internal Oversight
Rules Division
Staff Counsellor
Trade and Environment Division
Trade in Services and Investment Division
Trade Policies Review Division
Appellate Body Secretariat
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* Includes posts not yet filled. Figures in decimals indicate staff members who work a percentage of the working week (e.g. 80 per cent).
** Two grade 10s as Officers in Charge (Accessions and Legal Affairs Divisions) counted in this instance as “Directors”.
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Main principles WTO

1. Non-discrimination

a. Most favoured nation principle
- Economic reason (consumer can buy cheapest imports)
- Limits market power of large countries

- Increase costs of trade barriers (not possible to introduce trade
barriers against one country)

b. National treatment principle

- Foreign goods treated like domestic goods once they are in the
trade area

- Virtually all-encompassing
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Main principles WTO (cont.)

2. Binding and enforceable commitments
- MFN ensures that all member countries are included

- Dispute settlement ensures that all countries can resort to WTO in
case of conflict

3. Transparency

- Enforcement of commitment

- Information crucial: negotiate trade deals, non tariff barriers, do
countries play by the rules?

- Sources of information: committees, working groups; publications
- Reduces pressure on dispute settlement system
- “Ownership” of WTO

4. Safety valves
- Possibilities to restrict trade
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China and WTO Dispute Settlement: i
Top 5 Respondents e

European Union
84 cases &
India
24 cases

China has defended 39 cases before the WTO,

the third highest number among the WTO’s 164 members.

Source: The World Trade Organization Figures correct as of 16 March 2017
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Negotiating forum

- Thus far, several trade rounds have been concluded

- Last one: Uruguay Round (1986-1994)
- Qutcomes
- Average tariffs reduced by 38%

- Plus tariffs became “bound”

- Agriculture and textiles and clothing subjected to rules
- Creation of WTO

- New agreements on services and TRIPS
- Majority of Tokyo Round codes extended to all members
- Doha Round
- Agreement to create a transparency mechanism for PTAs and to

mobilise and monitor the provision of additional “aid for trade” by

high income countries. Market access and rule-making outcomes
not clear yet
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Trade negotiations

- Prisoner’s dilemma captures key challenge

Country B
Free Trade Protection
Country A
Free Trade P-c, P-c -c, P
Protection P, -c 0,0

- P = profit; ¢ = costs

- Whatever Country A choses to do, Country B will pick
protection
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How to deal with this?

- The concept of reciprocity

= exchange of market access commitment on a reciprocal
basis

- Two advantages
a) The total gains from liberalisation increase

b) Trade liberalisation becomes politically more feasible
= Import competing versus exporting firms/industries
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Reciprocity

- Actions conditional on actions by counterpart

- Often however, negotiations start bilateral, and then
turn multilateral (MFN)

- This may create free rider problem

- Solution: Principle supplier rule / green room consultations
- Multilateral balancing

- First difference reciprocity

- Impact on welfare not used as measure to calculate
reciprocity!
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Trade negotiations

- Countries are trading market access: barter trade
- Often long list of possible products / industry codes, etc.

- Can create tricky situations

- What if a country can not find a product in another country that it wants
to barter for?

- Number of participants may solve this, but may also make it more
complex

- Country A wants something from country B, who wants something from
country C, who wants something from country A

- Valuation of different goods/products/industries, etc.

- Don’t forget: the deal is that a country “allows” another
country to sell a product cheaper than that the country can
make itself, but only if the other country also buys
products from the country!
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Tariffs world wide

MFM tariffs, simple average, final bound
[ pata not avsishle
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Commitment to trade liberalisation services
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Tariff Barriers

- GATT/WTO very successful in lowering tariffs
- Developed countries instrumental in this

- Developing countries benefit from increased market
access and especially cheaper imports

- In EU, one of the key achievements has been the
strong lowering of tariffs on intra and inter-EU trade

- Single Market 1992

- Still not completely fixed!
- New Single Market Proposal
- Met with markedly less enthusiasm
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EU 1992: elimination of tariffs

- Total potential gains: 200 billion ECU (5% EU GDP)
- Removal of tariffs
- Removal of entry barriers

- Economies of scale
- Short run
- Long run

- Presented as technical exercise
- To gain political support
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Findings (1)

Billions X ol
ECU (Hij
1. Gains from removal of barriers :
affecting trade 8-9 0.2-0.3
2. Gains from removal of barriers
affecting overall production 57-71 2.0-2.4
3. Gains from removing barricrs
{aub-tatal) 65-80 2.2=2.7
4. Galns from exploiting economien
of scale more Fully 61 2.1
5. Calns from intensified competition
reducing business ineffectivenecss
and monopoly profits L0 L.6
6. Cains from market integracion
(sub-total) ' 62%-107 2.1%-3.7
7. Total Gains
- for 7 Member Statea at 1985 pricos - 127-187 4 1/4 - 6 1/2
~ for 12 Member States at 1988 prices

170-250 4 1/6 - 6 1/2
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Findings (2)

Table 2

Hacrocconomic conocquencea of EC mnrket intepration

o nied by econonmic licy mcaonuren

Economic coneequencen
Hature of

ccononic GDP Conoumer Employ- Public External
policy ap pricco ment (In deficit ano balance ao
. X ao millionn) X point of I point of
4 _ GDP Gcor
lithout
accompanying
econonic
policy
mecasures 4.5 -6.1 1.8 2.2 1.0
Wiich
accoapany—
inp
ccononale
policy - :
ceasuren 7-0 -4.5 5.0 0.4 -0.2

Margin of error: + 30X
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Non-Tariff Barriers

- More difficult to deal with
- From border (tariffs) to behind the border restrictions

- Range of quantitative restrictions; becoming less
Important
- Quotas, Embargoes, Voluntary export restraints, Performance
requirements
- Non-tariff barriers / Non Tariff Measures
- Technical/quality standards
- Customs practices
- Sales and distribution; Licensing
- Government procurement
- Entry taxes and other charges



Lecture 4 World Trade Organization

International Trade Centre

- Survey among 8,100 exporting firms in EU

Figure 2. Geographical distribution of exports (top 20 destinations)
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Source: ITC business survey in the EU, 2015-2016
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Impact NTMs

Figure 1. Share of companies affected by burdensome NTMs at export, by main sector

60%

50% 48%

40% - 33% m Share of companies affected by

0% burdensome NTMs when
exporting

20% - B Share of companies affected by

i burdensome NTMs when

10% : .

importing
0% -
Agro-food sectors Manufacturing sectors

Source: ITC business survey in the EU, 2015-2016.
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Table 1. Issues with burdensome regulations raised by EU exporter, by type

Number of issues Share of
(product/destination/partner) Total (%)
A_ Technical requirements 1,229 169
B. Conformity assessment 2314 319
C. Pre-shipment inspections and other entry formalities 582 8.0
D. Trade remedies 41 06
E. Quantity control measures 215 3.0
F. Charge, taxes and price control measures 193 27
G. Finance measures 103 14
H. Anti-competitive measures 33 0.5
I. Trade related investment measures 10 0.1
J. Distribution restrictions 24 0.3
K. Restrictions on post-sales services 12 02
L. Subsidies 1 0.0
M. Government procurement restrictions 29 04
M. Intellectual property 13 02
O1. Preferential rules of ongin and related certificates of ongin 580 8.0
02 Non-preferential rules of ongin and related certificates of Ongin 594 82
P. Export related measures 1,291 17.8
Total 7,264 100

Source: ITC business survey in the EU, 2015-2016.
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How to deal with NTBs?

- Calculating value of concessions much more difficult
- How do you calculate tariff-equivalents?

- Links with other issues, interest groups

- Regulation versus protection / industrial support

- More sensitive: how to present as technical exercise?
- First difference liberalisation difficult

- Negotiations more focused on transparency and non-
discrimination

- But does that limit the progress / benefits?
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Example of important NTB

- German beer purity law (Reinheitsgebot)
- Bavarian law from 1516

- Food safety and restriction of use of wheat in beer to
facilitate bread production

- 1907 law applied in entire country

- Started to work as NTB against import of beer from
other countries

- Lobby groups in Germany managed for long time to
keep law in place

- 1987 European court decided that this went against the common
market principle

- Now the German Beer federation is trying to get the Reinheitsgebot
recognized by the UNESCO for the World Heritage List
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Battle of Seattle 1999
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Developed versus developing countries
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Recent trade liberalization processes

- The ‘Trade and’ Agenda
- Trade and trade liberalization increasingly linked to
various other issues
- These issues are important
- But should they be linked to trade liberalization?
- “Easy gains” from trade liberalization have been
obtained
- Liberalization measures at the border = shallow integration

- If we want more gains

- Need for deep integration = measures behind the border

- Good explanation why links are made between trade lib and other
Issues?!

- Cooperation on regulatory policies
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Terminology Is changing

- From market access to market contestability

- Look at policies, regulations, etc. that impact upon
competition
- Trade policies
- Foreign Direct Investment
- Government procurement
- Subsidies
- Rules and regulations discriminating against foreign firms

- Important discussions to be had whether this can be
done through the traditional WTO principles or that
other arrangements are necessary
- e.g. PTAs, bilateral investment treaties, etc.
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What about non-economic objectives?

- These feature strongly in the media

- We need to think carefully whether the link with trade
liberalization is always there

- Environment

- Social standards

- Labor rights

- Democracy

- Institutions

- Race to the bottom argument?
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Doha round

- All these aspects play arole in negotiations started in
Doha

- Much more difficult to create uniformity,
harmonization, mutual recognition, etc.

- Developed versus developing countries
- Economic versus non-economic considerations

- Suitability of WTO to provide appropriate framework
for negotiations?
- Little consensus on topics to be discussed
- Coalition forming smaller and developing countries more effective
- Emerging economies are starting to play a more important role

- Doha Round talks are suspended now
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WTO structure
All WTO members may participate in all coundls, committees, etc, except Appellate Body, Dispute Settlement panels, and plurilateral committees.

General Council maeting as | Councl meeting as
Dispute Settlement Trade Policy Review
Body Body Doha Development Agenda:
TNC and its bodies
Appellate Body
Dispute settlement panels L4
L
|
Commitees o et Council for Council for Council for : Special Sessions of
ade and Environmen Services Counal
Trade and Development Trade in Goods Trade-Related Aspects Trade in Services s TRIPS Conmeil
Subcommittee on Least- of Intellectual ™ Disputs Sattlsmant Bady
Developed Countries Property Rights Agriculturs Committes
Regional Trade Agreements - Cotton Sub-Committee
B“:’““. of Payments Committees on u Commiittees on u Trade and Development Committea
Budege:t-:c;::lu and Market Access EEEER Trade in Financial Services n Trade and Environment Committee
- ' Agriculture n Speafic Commitments n Negotiati
Administration Sanitary and Phytosanitary Measures ) . Markst .u::..l on
working parties on Technical Barriers to Trade u Worklnq parties on - Rules
ACCession Subsidies and Countervailing Measures n Domestic Regulation L] T e
Ant-Dumping Practices " GATS Rules ™
working groups on Customs Valuation
Trade, debt and finance Rules of Drigin L L
Trade and technology Import Licensing n Plurilaterals
transfer Trade-Related Investment Measures ] Trade in Civil Aircraft
(Inactive: Safeguards Committee
(Relationship between B Government Procurement
Trade and Investment Working party on ] Committee
(Intaraction betwaen State-Tracing Enterprises n
Trade and Competition -
Policy -
(Transparency in
Government Procurement) Plurilateral
Information Technology Agreement
Committee
Key

I Reporting to Ganeral Council (or a subsidiary)

e Reporting to Dispute Settiement Body

M B B N B Plunlateral committees inform the General Council or Goeds Council of their activities, although these agreaments are nct signed by all WTO members
® @ @ @ @ Trade Negotiations Committee reports to General Council

The General Council also maets as the Trade Policy Review Body and Disputa Settlement Body



Lecture 4 World Trade Organization

Main points

- Multilateral trade liberalisation is particular process
- WTO represents key institution facilitating this process
- Reciprocity, non-discrimination, etc.
- Has achieved remarkable progress up until Uruguay round
- Still tariffs not completely eliminated
- Non tariff barriers prove to be more difficult

- Searching for alternative ways to foster trade
- From shallow integration to deep integration

- Coinciding with growing protests against trade
liberalisation

- Increasingly links are made with variety of issues, topics,
etc.

- Growing stagnation of integration process



Lecture 4 World Trade Organization

Discussion points (1)

Is the WTO still the best institutional setting for
contemporary processes of trade liberalisation?
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Discussion points (2)

The current move towards deep integration is taking the
process of trade liberalisation too far
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Discussion points (3)

Environment, Labor rights, Social rights are intricately
linked to trade liberalization



