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The EU and therise of regionalism
Stephen Woolcock

I ntroduction

During the course of 2005/6 the EU shifted policyfiee trade agreements (FTAS)
towards the more active negotiation of prefererntade agreements. This shift in
policy was set out in the Global Europe policy pagfeOctober 2008.Prior to 2006
the EU had maintainede factomoratorium on the negotiation of new preferential
agreements after 1999. Although there was no ékpliticulation of this moratorium,
it was understood by both the European Commissibich has the lead when it
comes to negotiating trade agreements for the Bttlze Member States of the EU
that the priority should be the promotion of the’&€tbmprehensive agenda for the
multilateral trading system of the WTO. After abd996 the EU had been the main
proponent of a new and comprehensive multilatenahd of trade negotiations under
the aegis of the World Trade Organisation (WTOWut progress at the multilateral
level had been slow. After repeated failures a ramvnd of trade negotiations was
launched in 2001 in Doha; the Doha Development AlgeBut by 2005 it was clear
that the EU had not succeeded in its aim of a ceh®aisive agenda. Some key issues
of interest to the EU, such as the so-called Siagajssues of investment,
competition and government procurement had begopeéfrom the agenda. Even
the negotiations on more conventional topics ofigtdal tariffs and services had
been scaled back in terms of their ambition. Theae also a perception in EU trade
circles that it was the EU and the EU alone that making concessions, such as
offers of liberalisation and reduced subsidiesaigniculture, in order to keep the

negotiations going.

Against this background the EU shifted to adoptaseractive and commercially
oriented approach to free trade agreements. WhikesHave figured in EU policy for

many years, the FTAs negotiated by the EU havesia be motivated by strategic
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and political aims as much as commercial aims.gdiey pursued after 2006 has

been more commercially oriented.

This shift in EU policy has come at a time wheneottmnajor WTO members were
also negotiating preferential agreements. Manye$¢ have been between major
WTO members and smaller countries, in other wofdsrrth-south nature. The
move in the early 2000s to apply a policy of coripuet liberalisation on the part of
the United States of America was a particularlyonmg@nt development. This meant
that the US, which had been the major power famgumultilateralism in the post
1945 period, had now shifted to a policy of negot@in the forum which offered
best chances of meeting US trade objectives, reggdf the level. There have so far
been no FTAs negotiated between any of the majoODWiEmbers. But the growth in
FTAs has meant that such preferential agreememicoastitute a major element of

the international trading system.

This general shift towards preferential agreemaaises a number of questions for
trade policy in general and for the EU in particiad there are a number of
contradictions in the EU approach. For example Bt favours multilateralism, but
seeks at the same time to negotiate bilateralgiometo-region agreements. EU
policy statements argue that EU preferential agezgswill be compatible with
multilateralism. It is easy to state that EU trgdéicy should ensure compatibility
between the bilateral and multilateral levels, What does this really mean in
practice? History tends to suggest that prefeatagreements undermine
multilateralism when protectionist forces have tipper hand, such as during the inter
war period (Oye, 1992), but can complement muérialism when the broad policy
direction is liberal, such as during the 1980s mwuth of the 1990s (Woolcock,
2005). With protectionist pressures growing inwake of the international economic
slowdown caused by the 2008/9 international finalnmisis this issue of

compatibility has become more urgent. Is the EUIft & permanent one, or was it
driven by what its major trading partners were d8ilVith a new US Congress that is
at best wary of bilateral free trade agreementithng US throttle back on

‘competitive liberalisation’ and if it does how shd the EU respond?



A practical, pragmatic approach might suggest pinefterential agreements will form
a central feature of trade policy along side theQ\&ind multilateralism in general for
some years to come. If this is the assumption Howlsl the EU manage this ‘multi-
level’ trade policy? What criteria should it useamegotiating bilateral or region-to-
region agreements in order to ensure that theypalim of compatibility between

preferential and multilateral trade policy is skid?

Thebasic tenets of EU policy

It is worth recalling what the treaties say on &r@alicy. The original Treaty of Rome
calls on the EU to promote the harmonious developiroeworld trade and the
progressive abolition of restrictions on internaéibtrade. These objectives have been
confirmed in the constitutional convention and iriéle 206 of the consolidated
version of the Treaty on the Functioning of thedp@an Union. Article 206 also adds
the progressive liberalisation of restrictions owestment, as foreign investment
would, with the ratification of the Lisbon Treatyecome European Union
competence. In addition to these very broad stat&sy# policy on trade the EU has
developed a set of norms that shape its tradeypdileese include the maintenance of
an effective multilateral system, broad reciprodaityrade agreements, but also an
acceptance of the need to grant developing cosrgpecial and differential

treatment. Finally, the EU has moved towards sugpoia rules-based (as opposed to
a power-based) multilateral system.

During the 1980s the EU moved towards a policyreater support for liberal trade
and investment policies and progressively adoptexdie proactive approach to
multilateral trade negotiations. When the EU west &stablished trade policy served
the interests of building Europe. In other words Buropean preference in terms of
tariffs was defended, as were common policies sisdihe common agricultural
policy. Both of these were challenged by US ingpirgtiatives in the General
Agreement on Tariffs and Trade (GATT) that sougitieral most favoured national
(MFN) liberalisation of tariffs and checks on th&Eright from the start. During the
1970s the United States pressed for stronger mmgltédl discipline on European
national champion policies. This took the form fibds to introduce controls on state

subsidies, the preferential allocation of governnmamtracts and technical



regulations, which US producers believed were basegl unfairly as instruments of
protection against US exports. The EU thereforgtetba defensive position in the
face of US proposals for multilateral rounds ofiranegotiations. Even into the early
1980s the EU resisted the launch of a new multdghtbe Uruguay Round including

services, investment and other measures until 985/

The 1980s saw a shift in the EU position towardsugh more positive view of

liberal trade and greater support for multilateliatiplines. This was due to the
general shift towards liberal policies among the Meémber States, but also the
liberalisation that took place in the shape ofEueopean Single Market after the
Single European Act and the Cockfield White Papér.support for more multilateral
rules was in part a reflection of the more ruleseabapproach adopted within the EU
in the shape of the acquis communautaire and inepaesire for stronger multilateral

rules in order to contain US unilateralist tendesduring the first half of the 1980s.

The EU policy on preferential agreements prior to 2006

Whilst the EU had de factomoratorium on new free trade agreements from 1999
until 2006, it was still engaged in a series ofategions on preferential agreements
that were the legacy of early periods. The EU’'stx@ preferential agreements were
shaped by a range of different factors, as indeedh& FTA policies of all countries.
These included foreign policy and broad securitgrests, as well as the more

commercial interest in access to other countriex’kets.

EU FTAs have fallen into three broad categoriegré&thave been the association
agreements with the EU’s near neighbours in CeatrdlEastern and South Eastern
Europe as well as the association agreements hétEt)'s EuroMed partners. These
agreements have been motivated by important sgéntérests, such as bringing
about a stable transition from the Cold War togbst Cold War commercial relations
in Europe. Thus the Europe Agreements of the d&90s provided preferential
access for the EU’s Central and Eastern Europeighlmaurs. These agreements were
of course the first step towards closer econoniagiration and ultimately

membership for many Central and East European deanWhile there were



commercial interests in ensuring access to theskatsathe main motivation was to

promote economic and thus political stability ie tountries concerned.

The Stability and Association Agreements (SAA) wilie countries of the western
Balkans are motivated by similar aims. Followihg Balkan wars of the 1990s the
EU’s aim is to promote economic and thus polit&tability in the region and thus

foster wider European security.

North Africa and the Middle East are also areasalsd pose a potential security
threat to the EU. High levels of unemployment anderdevelopment are seen as
potential causes of political instability and pdtelty destabilising ideological
extremism. High unemployment among the generallyng population of the region
is also a cause of outward migration towards the Eble EuroMed Association
agreements were therefore motivated by the ainmarhpting economic growth in the
countries concerned in order to help stabiliseptbi¢ical and social conditions in the
countries. The EU policies towards the Mediterranieave also sought to promote
intra regional integration within the region as eams of mitigating or resolving
political tensions. Market access for EU export@rgvestors was a factor, but not

something at the forefront of EU policy-makers nsind

A second category of preferential agreements naigokiby the EU concerns those
with the African, Caribbean and Pacific (ACP) stafEhe agreements with these
countries are due to the colonial legacy of someMEmhber States. Preferential
access to the EU market has been offered as parbafader framework in the Lome
and subsequently Cotonou Agreements. The main atadivof the EU has been
development, rather than access to the ACP marketgshe most part the ACP
markets are not important for EU exporters and\@lP states put together account
for little more than 4% of EU exports. This is notsay that certain markets such as
Nigeria are not important, or that there are soigeificant interests in specific
sectors, but overall the ACP markets do not exuiteh interest among EU exporters,

who have their sights set more on the large emgngiarkets.

The third category of FTAs that the EU has negetiatoncerns the emerging

markets. To date the EU has negotiated such agreéseméh Mexico, South Africa



and Chile. Commercial interests have been more ipgamin these agreements, even
if political factors have been important, suchrathe case of the Trade, Development
and Cooperation Agreement with South Africa shaafter the end of the apartheid
regime. In the case of the EU-Mexico agreemenEtdevas concerned that the
NAFTA preference would lead to trade diversion adrayn EU exporters and in
favour of US exporters and investors. The EU-Chgeeement was similarly
influenced by the fact that the US had negotiate8BA with Chile. In the case of

the EU-Chile agreement, negotiations began bedahse had an association with
MERCOSUR and MERCOSUR was negotiating with the &mhibtates under the

Free Trade Agreements for the Americas (FTAA) atitie.

The EU policy on FTAs was therefore shaped by dbfié motivations depending on
the negotiating partner and their relative impar&afor European security,
commercial and development interests. The contethieoFTAs negotiated has also
varied. Some preferential agreements, such asutwpE Agreements envisaged the
progressive, but far reaching approximation of Edhdards and norms by the central
and east European states. This set the scenetioe faccession by these countries
and was also feasible because many of the coustieserned did not have
developed regulatory systems that were suitablenfmket economies. The
agreements negotiated with the ACP states and Hedpartners provide for much
less approximation of EU norms or standards anédneements with emerging
markets have also varied according to the levelestlopment and the particular
sectoral interests of the EU and the country coresrin short the FTAs negotiated
by the EU have varied in their content as muchnake motivations behind them.
This is in contract to the United States, which tessled to favour a more uniform
approach to FTAs based on the NAFTA model (Heydah\Woolcock, 2009).

Before leaving the issue of what has motivated HW policy it is necessary to
mention two other distinctly European policy objees that have been pursued
through FTAs. These concern the promotion of regjiomtegration and the promotion

of European regulatory norms.

For some years the EU has sought to use prefdreati@ agreements and thus access

to the EU market as a means of promoting regiariabyration in other regions. This



has been the basis of the region-to-region apprmaEf As pursued by the EU in its
relations with other regions, such as MERCOSURatirLAmerica, the Central
American Common Market in Central America, ASEANsouth east Asia and a
range of African regions. By using improved acdesthe EU market as an incentive,
the EU has sought to use region-to-region FTAgéonpte regional integration
elsewhere. The motivation here is to promote regjiotiegratiorper seas a means of
promoting economic welfare and political stabilitynis reflects the EU’s own
positive experience with regional integration aepresents a desire to ‘export’ the
idea of regional integration to other regions. Ashsit represents an attempt to

exercise EU ‘soft power’ to influence the naturdlef international system.

Another way in which the EU seeks to exercise ‘poit/er’ is through the promotion
of European regulatory norms. European market iatem in the shape of tleequis
communautaires based on the exercise of market forces withiestablished
regulatory framework that helps to ensure legitaraticial and environmental policy
objectives other than liberalisation are met. Imotwords the EU model of capitalism
is market based, but markets operate within algleé&fined regulatory framework.
As all trade policy is shaped by domestic polityy EU’s approach to trade policy
and thus to the content of FTAs is also shapedsbgomestic’ policies in the shape
of theacquis.This does not mean that the EU simply tries tooexiheacquis but it
does mean that the EU places importance on regylat@overnance type issues in
its trade policy as well as market access. Hene&th's promotion of a
comprehensive trade agenda, including the Singapsues as well as a range of
more standard non-trade barriers, in both the Wi®ia its bilateral or region-to-

region negotiations.

The shift in emphasis

Why did the EU shift to adopt a more active FTAippin 2006? As noted above the
EU had maintained de factomoratorium on new preferential negotiations afi@®9

in order not to undermine its efforts to promotanprehensive multilateral round.
Had the EU engaged in FTA negotiations this wowadehbeen taken by other WTO
members as an indication that the EU was not seabout a new round. The EU’s

commitment to multilateral negotiations remainedmite early setbacks in the Doha



Development Agenda (DDA). Even after the Cancun WiliBisterial meeting that
resulted in some of the EU’s favoured topics, saslhree of the Singapore issues,
being taken off the agenda, the EU continued te greference to multilateral
negotiations over FTASBuL the difficulties in the WTO and the active Fpalicies
being pursued by other major WTO members stimuldiscussion on FTAs in the

Commission and among the EU Member States.

There were a number of factors favouring a shitt tnore active FTA strategy on the
part of the EU. First, there was the apparent Iitglaif the EU to influence the
multilateral trade agenda. The EU had, from the 1890s pursued the aim of a
comprehensive trade round in the WTO, but oppasitiom leading developing
countries and a lack of support from the UnitedeStaneant that the EU had had little
impact on the WTO agenda. This was confirmed byGQaecun ministerial meeting of
the WTO.

Second, the existing pattern of FTAs did not reséiyve the EU’s commercial
interests. Many FTAs had been motivated by bro&deopean security or EU

foreign policy aims. The Europe Agreements withEhés central and east European
neighbours had a significant economic potential these countries had since opted
for EU membership. The Euro-Med agreements an&tomomic Partnership
Agreements (EPAS) that the EU is in the procegssegbtiating with the ACP states to
replace the Cotonou Agreement are not really coroiagr but more development
motivated. Although these preferential agreememnttided many countries their
share of EU trade is small. More importantly NoAfinica, the Middle East and

Africa are not regions of dynamic economic grovithe dynamic regions in which
there are major emerging markets are East and &@#hAsia and perhaps Latin
America. But the EU had no FTAs with Asian courdrénd the EU-MERCOSUR
negotiations were going nowhere. A second reasoadopting a more active FTA
policy was therefore to shift the balance of EU BTtéwards those regions that

offered important future markets.

A third factor was the policies pursued by othejan®TO members. The concept of
‘competitive liberalisation’ had been promotedhe tUnited States in the mid 1990s

(Bergsten, 1996). Its active application had howdezn held back by the Clinton



Administration’s difficulty getting trade negotiag authority from the US Congress.
When the Bush administration gained Trade Promaaigitority in 2001 the US
began to implement a policy of competitive libesation that resulted in negotiations
with Singapore, Australia, South Korea, Thailand amumber of other countries. In
2000 China had already made approaches to ASEANawiew to negotiating
preferential trade agreements and the ASEAN pl{iscBuding Korea and Japan)
process soon followed. In a marked change of pdiapan joined the general trend in
east and south East Asia and began negotiatingrprefal agreements with New
Zealand, Singapore and then other ASEAN counti&th other major WTO
members actively negotiating FTAs, a growing nundjezconomic interests and
policy makers within the EU began to feel that B¢ would lose out by continuing

to support what appeared to be a progressivelyingssesting multilateral agenda.

These factors then combined to influence the shi&U policy. It appears that this
shift came about progressively with no major déferes among the EU Member
States on the desirability, or perhaps the ineiitabof a shift. If there were
differences these were on the timing of the shifth the more liberal Member States,
such as Britain, Sweden and the Netherlands, wgdioinvait in the hope of making
more progress in multilateral negotiations, and MenStates such as Germany that
saw the need to move sooner in order to head effrttde diversionary effects of the
FTAs being negotiated by the US, Japan and otfesshift in policy therefore
came about mainly as a result of developments @lsmy

The contradictionsin EU policy

Any area of policy is likely to face contradictioasd the EU’s policy on FTAs is no
exception. The clearest example of this is, of seuthe desire of the EU to promote
multilateralism whilst at the same time negotiatfigAs. The EU is by its nature
multilateral in the sense that policy making witktie EU takes the form of
multilateral negotiations and in the area of triueEU has supported a rules-based
multilateral system for the WTO since the UruguauRd as something that parallels
the EU’s internal rules-based regime. In optingdenore activist and commercially
driven FTA policy the EU therefore risks exacenbgtihe contradiction that has

always been present between multilateralism aniéeatial agreements. This may
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be more important in 2009/10 when, due to the gnaftbilateral FTAs, the

multilateral system is genuinely challenged.

A second contradiction in EU policy has more toadth an incompatibility between
the timing of efforts to promote region-to-regiagr@ements and its desire to make
FTAs more commercial. As the EU-MECOSUR and Ecordrartnership
Agreement negotiations with the ACP have shownipregp-region negotiations can
be held hostage to the pace of integration withéndartner region. While the EU can
use the incentive of enhanced access to the EUatnrlencourage greater
integration in its partner regions, some countiriethie region concerned may not be
economically or politically ready to move toward=eger integration. The EU is then
faced with a choice of delay in the region-to-reginegotiations until the other region
is ready to move, or negotiating bilateral agreemerith specific countries in the
region concerned. This contradiction was partidylacute in the case of the EPA
negotiations, because a deadline of the end of #tithad been set for the
replacement of the Cotonou waiver from most favduration obligations of GATT
Article I. In the case of the EPAs the EU movedaah® conclude interim
agreements with specific ACP states that couldenember 2007. If no subsequent
adjustment measures are carried out, these bilaigr@ements could undermine
regional integration in the ACP regions rather themmote it as is the EU’s policy
aim in negotiating region-to-region agreementsheicase of MERCOSUR a lack of
full market integration in MERCOSUR led to delapstihe EU-MERCOSUR
negotiations. Other contradictions are likely tis@in future in the EU negotiations
with ASEAN, where member countries are at veryeddht levels of development,
and in the case of the EU negotiations with Ceftraérica and the Andean

Community.

A third, potential contradiction exists between dtiesire on the part of the EU to
promote comprehensive trade and investment rulésrenEU’s development aims.
While the EU has been frustrated in its effortttdude the Singapore issues in the
DDA, it may be more successful in including thenagreements negotiated
bilaterally or perhaps on a region-to-region bdsideed, the comprehensive EPA
negotiated with CARIFORUM at the end of 2007 inéddeasonably ambitious

provisions on the Singapore issues. But the questiwhether these are consistent
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with development. The EU argues that they are hatidear rules for trade and
investment promote development. But developing ti@siin Africa argue that they
are not yet ready to apply such rules. Theresig alquestion of whether the EU
efforts to push through EPAs are consistent wittatler development aims with

regard to tariff reductions.

Which criteriato use?

The EU policy as expressed in the Global Europ&pstatement of 2006 is that it

will ensure that FTAs are consistent with multitatessm. Equally, the EU will argue
that other potential or real contradictions in Ebligy can be reconciled in practice.
But how can this be done? What criteria shoulddezgluo determine the nature and
content of EU FTAs to ensure compatibility or atdereduce the scope for

contradictions?

The existing multilateral rules in the shape ofiédlet XXIV of the General Agreement
on Tariffs and Trade 1994 (and the equivalent Agti¢ of the GATS) provide only a
rather vague criterion. Consistency with multilatesm could mean that the EU
ensures that the content of the FTAs it negotiatesnsistent with Article XXIV. But
the provisions in Article XXIV are too general. fte XXIV states that FTAs should
not result in a general increase in the incideriggatection, in other words barriers
to trade such as tariffs should not be higher @salt of a customs union of FTA.
Article XXIV also states that substantially alldeashould be covered and that FTAs
or customs unions should be implemented withirea@eable period of time. But
there is no agreement on what this means. The Bluhkerpreted substantially all
trade to mean 90% of trade or tariff lines. But sonould argue that this allows for
the exclusion of too many sensitive sectors andttieathreshold should be higher.
The 1994 Understanding on the Interpretation oichatXXIV did clarify some

points. For example, that the implementation pesioduld be 10 years except in
exceptional circumstances. But the GATT rules stifhain too ambiguous to provide

more than broad guidelines.

On questions of rule-making the WTO provides ewss in the way of criteria.

Article XXIV states that FTAs and customs unionsoaheed to remove ‘other
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regulatory restrictions to commerce’ to ‘other rigsions of commerce’ but again
there is no clear view among WTO members on whatcibvers. For example, some
WTO members, including the EU, argue that the duation of common technical
regulations and standards facilitates trade, whtls¢rs argue that agreements on
common technical regulations or standards as part & TA constitute additional
new impediments to trade that should be prohilitethe WTO rules. Nor does the
WTO provide any guidance on what if any provisionsSingapore issues should be

included in FTAs, because there are no rules gavgthese topics in the WTO.

One possible, criterion for the EU could be to seetatch what its major trading
partners do. Thus if the United States or Japantiatg favourable access to a given
market through preferential tariffs or access twise sector markets, the EU should
seek to match this in order to preclude any tradersion and put EU exporters or
investors on a equal footing with their major cotitpes in other developed
economies. But this criterion is silent on the doesof compatibility between

bilateral or regional agreements and multilatenalis

The EU could use the promotion of regional integrain other regions as the main
guiding principle for FTAs. But as noted above laee of integration in other
regions is often slow, so that the prospect of katiog such region-to-region

agreements would be hostage to progress or thefgmlogress in the partner region.

For many years the debate was shaped by customs tn@&ory which noted that
preferential agreements can be trade creatingde tdiverting. So the efforts of many
trade economists over the years have been devott¢rmining the balance
between creation and diversion. This work hasdiaitecome up with generally
conclusive results. In the majority of cases peital agreements have shown small
but positive trade creation, but not really enotmjustify the effort that goes into
negotiating such agreements. But the analyseslieam based on tariff preferences
only. The current phase of FTAs is characterigethb inclusion of a significant
number of non-tariff issues as well as rule-making range of topics, for which
guantitative measures are in their infancy. Therditure on FTAs has therefore

introduced a debate on whether preferential agraenaee building or stumbling
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blocs? But there has to date been no real progreks/eloping a set of operational

criteria for assessing what is a building or whatuanbling block.

Prescription

In a short contribution such as this it is not flalesto develop in any detail on the
criteria that could be applied by the EU, but a banof general statements are

possible that draw on existing criteria.

First, in negotiating FTAs the EU should seekjrne lwith existing WTO/GATT
criteria, to be as complete as possible. In oth@dw it should aim to reach beyond
90% of trade or tariff lines in terms of coveragenumerical definition of
substantially all trade is not in itself sufficieBven with 98% coverage of tariff lines
it would still be possible to exclude ‘sensitive®es’. The EU should therefore also
ensure that no sectors are completely excluded lilmralisation under FTAs. In the
FTAs the EU negotiates with developing countries thises a problem of how
asymmetry can be included that favours the devetppountry partners. North —
South FTAs must be notified to the WTO under AgiBIXIV, which, unlike the
equivalent Article V of the GATS, has no referemeaspecial and differential
treatment for developing countries. If the EU wéistio provide its developing
country partners with some greater flexibility &ain tariffs in certain key sectors,
this suggest the EU would have to get even clas&00% coverage of tariff
liberalisation in order that the aggregate figuredoverage remains well within the

margin of differing interpretations of Article XXIMn other words above 90%.

A second important means of ensuring that FTAdaileling rather than stumbling
blocs would be to work towards a simplification dredmonisation of rules of origin.
Different rules of origin for a growing number afeferential trade agreements could
have an adverse effect of trade and would clealgden as a stumbling rather than a
building block. The EU has since the 1990s alredmiye a good deal to harmonise its
rules of origin in the PanEuro system. But thesaroon rules are still complex.
Rules of origin vary from product to product, thmaking it difficult and costly to
comply with them. Simplification would reduce thests of compliance and perhaps

facilitate efforts to reach agreement on prefeadmtiles of origin at the international
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level. This would mean that rules of origin reqdit®y the EU would be the same as
those required by, for example, the United Stakethe moment there are differences
between the Pan Euro and NAFTA rules of originthed exporters from third
countries have to incur the additional expenseoafmying with both if they wish to

export to these major markets.

Third, the EU should seek to use the existing Willles whenever possible. This it
has for the most part been the case for the EW has for the other major WTO
members that have negotiated FTAs. On a rangeretardf issues EU FTAs have
adopted rules used in WTO agreements. For examplechnical barriers to trade
and sanitary and phytosanitary measures, the EUskiB& the WTO rules. The same
is true for services trade where the EU approadeteices provisions in FTAs is the
same as the GATS. All that differs are the committe@r coverage, which are
greater than those made in multilateral negotiatidvhilst greater coverage of
liberalisation can raise the danger of trade divarssuch preferences can be eroded
or removed over time through multilateral liberatisn. Provided the framework
rules remain the same there is scope for prefalearid multilateral provision on
services to be compatible. Difficulties of compditiyp would be greater if the
approach to services differed between the bilataratgional and the multilateral

levels.

Building on the point made above, FTAs can builcegisting WTO principles and
rules by strengthening certain provisions that supiine application of such rules. A
key element here is enhanced transparency throtigk.FProvisions that enhance
transparency, such as in the fields of techniggulegions, sanitary and phytosanitary
provisions, government procurement or state sussidian build on WTO rules
without creating preferences because the impraegparency would benefit all
WTO members. For example, better information aedrer contract award
procedures would help suppliers bidding for pulglislernment contracts, regardless
of where these suppliers were based. In this wary #tiso FTAs can be building

blocks rather than stumbling blocks.

EU FTAs can also promote the wider implementatibagveed international

standards. In a range of policy fields there aistigng international standards that
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have not been fully implemented. This is the casgandards for goods, such as in
the International Standards Organisation (ISO)fdod and food products (Codex
alemantarius), or for intellectual property (WIP@)-TAs promote the use of such
agreed international standards they could als@be ® be building blocks. On the
other hand if FTAs promote other alternative stadslar rules that match the
interests of the stronger party in an FTA negaiigtone could say they are creating
stumbling blocks to the application of common intgronal/multilateral rules. Some
less developed countries are likely to argue theeiisting standards have been
shaped by EU or US interests and that pushing #éipgilication in FTAs it simply the
EU (and US) using the bilateral route to more esitientrade rules when the
multilateral route of the Doha Development Agerglalocked because of developing
country opposition. There is something in this angat, because developing
countries have not always been able to contributetnto the adoption of
international standards. The EU Member States favexample, largely shaped 1SO
standards. But an approach in which FTAs hold teedinternational standards is
far better than having each major WTO member detertineir own standards

unilaterally and then impose them on their weakiek partners.

Finally, EU FTAs can be seen as building blockeeathan stumbling blocks if any
bilateral dispute settlement decision holds totexgsWTO interpretations of key
elements of trade law. To date this has been less ssue for EU FTAs as these
have generally had less judicial dispute settlememtedures than for example, the
US. The point here is that many trade provisioesaanbiguous and that there
remains scope for policy making through the intetaiion of such ambiguity. The
EU should therefore ensure that any ruling on atéxal dispute within the dispute
settlement machinery of an FTA is consistent wkisteng WTO interpretations.

Conclusions

The EU has shifted to a more active and commeyoiaiented approach to FTAs
largely as a result of developments in the intéonal trading system and the policies
of other major WTO members rather than as a re$ulomestic pressures. The
urgency with which the EU pursues such FTAs isdfaee likely to be equally

influenced by developments outside of the EU.
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When it comes to the content of FTA policies, th#$policy is influenced more by
domestic factors such as the existing acquis corantaire, but it has thus far not

insisted on a rigid standard approach to FTAs.

If the EU is to operationalise its policy aim ofseining that the preferential
agreements it negotiates are consistent with coatirsupport for multilateralism, it
needs to develop a number of practical, operatioritgria for determining the

content of the FTAs it negotiates.
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