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Much ado
about future
of Doha trade
talks
While multilateralism is faltering,
its supporters are trying to
ﬁnd a new raison d’être for the
deadlocked Doha trade talks ahead
of the WTO’s next big meeting in
Indonesia in December 2013.
“It is now clear the goal of achieving
a Doha package encompassing 20 topics
among the WTO’s 157 members is out of
reach in the short term,” WTO chief Pascal
Lamy said at the Brookings Institution in
Washington on 1 October. “But in this
diﬃcult environment the possibility still
exists of advancing in smaller steps.”
A week earlier in Singapore, Lamy
questioned the increase of regional
alternatives to the multilateral deal, which
he sees as “embedding geopolitical tensions
and carrying an exclusiveness that makes
arrangements a poor second to a genuinely
multilateral framework for trade relations.”

Global Recovery Round
In support of the WTO, some
are pushing the idea of launching a
Global Recovery Round focusing on
manufacturing and services, which
represent around 55% of total trade,

leaving out agriculture and the Doha
mantra – “Nothing is agreed until all is
agreed.”
The Global Recovery Round could be
launched at the next G20 ﬁnance ministers’
meeting in Mexico City and be given one
year to deliver in time for the next big
WTO meeting in Bali, Indonesia, next
year.
Regardless of the alternatives,
something needs to be done, as trade
barriers and protectionism are creeping up
and the number of disputes has increased.
Latest WTO ﬁgures forecast a drop for
trade growth this year to 2.5% as the euro
debt crisis drags down the global economy,
including the United States and China.
But trade has the potential to ﬂourish
in the years ahead.
HSBC recently forecast that world
trade would grow by close to 90% over

the next 15 years. The report predicts a
tipping point in the balance of trade power
where imports will grow faster than exports
in ‘emerging’ markets within the next
ﬁve years. This will signify a shift, where
traditionally export-driven countries are
now starting to see imports rise, driving
developed and emerging market growth.

Regional, bilateral deals: Good or
bad?
Countries are well aware of this
trend and are racing to reach bilateral and
regional deals outside the scope of the
WTO.
In his State of the Union address,
European Commission President José
Manuel Barroso said Europe needed a
Continued on Page 2
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pro-active trade policy by opening up new
markets. “This is the gold mine that is yet
to be fully explored,” he said.
Trade as a share of global GDP
has risen from roughly 40% in 1980
to around 60% today, according to the
WTO. By 2015, 90% of world growth
will be generated outside Europe, with
a third from China alone, the European
Commission estimated. Developing and
emerging countries are likely to account for
nearly 60% of world GDP by 2030.
In an interview with EurActiv, EU
commissioner for trade Karel De Gucht
noted that even if Doha round of trade
talks is moribound, the EU should
maintain the course on bilateral trade
agreements, while keeping up the pressure
to go back to the Doha negotiating table.
“What we are doing does not go
against Doha, but it is complementary,”
said De Gucht, stressing a multilateral track
is needed to “put a ﬂoor in the system.”
The European Union, itself the biggest
free-trade area in terms of value, made
side deals with South Korea last year,
and Columbia and Peru in June. Bigger
EU deals, with India, Canada, Japan
and perhaps the United States, are in the
pipeline.
“Trade is obviously good for growth.
There are few things that economists agree
so strongly about. But it’s nevertheless
diﬃcult, because you have to surrender
some of your regulatory autonomy.
And there will always be losers, despite
the overall gains,” explained Marc
Vanheukelen, De Gucht’s head of cabinet,
arguing that the EU trade deal with South
Korea is a model as it is comprehensive,
including services and agriculture.
Vanheukelen added that there are
“more jobs in tradeable services than in
manufacturing, so if we can liberalise these,
we’ll really see beneﬁts.”
Given the importance of services to
boost growth, the EU and a couple of
dozen rich countries of the so-called group
of Really Good Friends, have launched
negotiations for an International Services
Agreement (ISA).
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Their goal is to agree on a set of
rules that would make it easier for banks,
insurers, engineering ﬁrms and other
service providers to win business in the
participating nations.
“There is recognition of the danger
that the multilateral trading system
might be eroded, giving way to a more
fragmented system and less favourable
environment for cross-border trade and
investment,” said Stuart Harbinson of the
European Centre for International Political
Economy (ECIPE) in Brussels.
Across the Atlantic, the United States
is also accelerating negotiations to strike
regional deals outside the WTO. Behind
closed doors, they are pushing for a TransPaciﬁc Partnership (TPP) with Australia,
Brunei, Canada, Chile, Malaysia, Mexico,
New Zealand, Peru, Singapore, and
Vietnam.
“These trading arrangements may
include elements not covered by the
WTO agreements such as social and
environmental standards, recognition
of standards or qualiﬁcations. There is a
danger that the regulatory elements of
each accord may not only diﬀer but clash,
creating perhaps unintended but very real
barriers to trade,” admitted WTO chief
Lamy.
But the TPP is perceived as the US
attempt to solve many of the problems that
have come from overlapping trade deals in
the past decade. It is also supposed to be
diﬀerent - “a high-quality, 21st-century”
agreement that will set standards for future
trade agreement.
All this much ado about trade, will
surely have geopolitical implications.
“There is a danger that we are witnessing
a gradual balkanization of the trading
system which would be highly inimical
to international business and highly
undesirable in a geopolitical sense,” argued
Harbinson.

Trade facilitation
Even in areas where there might be
some hope to strike a WTO deal, divisions
between developed and developing/

emerging economies mar negotiations.
Take trade facilitation.
Customs procedures, paperwork and
border delays today comprise roughly 10%
of the value of world trade, or around $1.4
trillion (€1 trillion).
“A trade facilitation deal in the WTO
to curtail fees and paperwork, create greater
transparency and reduce obstacles to goods
in transit would cut those costs in half,”
Lamy said last week.
Some, however, don’t see it as a winwin deal. India’s ambassador to the WTO,
Jayant Dasgupta, reportedly said that
developed countries were now aggressively
pushing new rules in trade facilitation
which would result mainly in facilitating
more imports from developing countries
rather than exports. That would also be
costly, and the promised funding is not
forthcoming.

Regional divide
The ambassador hinted at the fact
that the developed countries were also
pushing for other ways to open up
developing countries’ industrial markets,
through a second Information Technology
Agreement and tariﬀ elimination of what is
termed environmental goods, with a wide
deﬁnition of both, thus involving many
sectors and goods.
We can expect more pressures to
negotiate new issues in the agenda for a
new round, Dasgupta said. Meanwhile,
he added, developed countries would not
accept cuts in their agricultural subsidies
or provide greater market access, thus
their proposals would lead to even more
unfairness.
Dasgupta stressed that the WTO faced
a real crisis of reconciling the diﬀerent
demands and ambitions of countries which
have up to $80,000 (€61,600) per capita
income and those with as low as $500
(€385).
So what of the future? The WTO has
assembled a panel of 12 experts – including
Tom Donahue from the US Chamber of
Commerce — to report on their ﬁndings
by the beginning of next year.
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EFTA: A
model for EU
trade deals?
Countries in the 50-year-old
European Free Trade Association
(EFTA) seem to be more successful
at striking free trade deals with
third countries than the EU. But
the ambitious second-generation
agreements lately negotiated by
Brussels might tell a different
story.
Since the early 1990s, the European
Free Trade Association (EFTA) – which
today includes Switzerland, Norway, Iceland
and Lichtenstein – has signed 24 free trade
agreements (FTA), covering 33 countries.
In comparision, the EU has only
concluded four fully-ﬂedged deals, while
seven are being negotiated and two are
association agreements with an FTA
component.
Approximately 80% of EFTA’s total
merchandise trade is today covered by
FTAs. The ﬁrst broad-based EFTA free trade
agreement was concluded in 2000 with
Mexico. Since then, more such agreements
have followed.
“The case of EFTA is diﬀerent from the
one of the EU. We are smaller economies.
We can focus more on the key areas of
interest, which are not as numerous as
those of the EU,” Ambassador Didier
Chambovey, Switzerland’s negotiator for
trade agreements, told EurActiv.
The leading objectives for EFTA
countries are to improve market access
for industrial and agricultural products,
and also in the area of services, added
Chambovey.
The last EFTA FTA agreement which
entered into force on 1 October with Hong
Kong covers indeed a wide range of areas
including trade in goods and services, as well
as investment, and other trade-related issues
such as protection of intellectual property.
“The EU has more red lines than we do.

Lines you cannot cross,” added Chambovey.
The complexity of 27 trade policies
has indeed prevented the EU for reaching
out to a bigger number of countries in the
past, and part of the diﬀerence resides in
the fact that the EU until recently has had a
diﬀerent strategic approach.
Ambassador Norbert Frick, senior chief
negotiator for Lichtenstein, told EurActiv
that EFTA’s strategy from very early on was
to secure the countries’ own economic needs
following a country-per-country approach,
while the EU preferred a bloc-to-bloc
approach with the ASEAN or Mercosur.

First-generation deals need
upgrade
Confronted to deadlocked negotiations
with some regional partners, the EU has
started to turn to individual countries.
That was the case with the EU-South
Korea trade agreement, which entered into
force in July last year. Both the EU and
EFTA have negotiated a second-generation
agreement with South Korea. The one with
EFTA entered into force in 2006, ﬁve years
earlier than the one with the EU.
“We did it earlier, but the EU
concluded a more ambitious deal,”
conceded the Swiss Ambassador, saying that
the Brussels went further in some areas like
innovation, services and investment.
The EU sees its FTA with South Korea
as a ‘state-of-the-art model, benchmark
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and reference point to emulate, said Marc
Vanheukelen, Head of cabinet for EU trade
commissioner Karel de Gucht.
“It is comprehensive, and has structures
that allow the words of the FTA to become
a reality, for example annual gatherings and
on-going working groups,” Van Heukelen
added.
EFTA countries are now considering
upgrading their agreement with South
Korea, taking into consideration some of the
elements of the EU-South Korea deal, said
Chambovey.
The South Korea FTA is the EU ﬁrst
FTA with Asia. The Commission has said
it hopes to conclude a deal with Singapore,
the ﬁrst with an ASEAN country by the end
of the year.
“We would have like to conclude
an EU-ASEAN FTA, but it’s not feasible
at the moment, because the economic
development of countries like Singapore and
Laos is so diﬀerent,” added Van Heukelen.
Chambovey concedes that many
of EFTA FTAs, including the one with
Canada, with which the EU is also close to
striking a deal, are ﬁrst generation FTAs,
focusing mainly on trade and goods.
“Depending on the outcome of the
EU-Canada negotiations, we may be
interested also in upgrading our agreement,”
the Swiss ambassador added saying that
EU and Canada are discussing also to
open up markets on services and public
procurement.
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EU, US
companies
push for
‘realistic’
transatlantic
trade deal
Companies on both sides of the
Atlantic have urged EU and US
policymakers to negotiate a
‘realistic’ trade and investment
agreement that not only beneﬁts
their economies, but serves as a
model for the rest of the world.
In their contribution to the European
Commission’s consultation, corporate
executives have called EU-US policy
makers to start negotiations and deliver
a deal “as swiftly as possible.” The
consultation feeds on the work of the highlevel working group on growth and jobs set
up last November at the EU-US summit.
The negotiation of sensitive issues
should not block the discussion on other
chapters where an agreement can be
achieved more easily, BusinessEurope said
in its contribution.
For the EU employers’ organisation, an
ambitious and comprehensive package to
liberalise transatlantic trade and investment
should be the ﬁrst priority of the EU-US
economic relationship and it should cover
trade in goods and services, investment,
procurement, protection of intellectual
property right and regulatory issues.
“There are more reasons today
for the US and the EU to conclude a
comprehensive deal than before, if only
because they are no longer together, as
they were before, in a position that allowed
them to set the agenda in the multilateral
trade negotiations,” Hugo Paemen,
co-chair of the European American
Business Council (EABC) and former EU
ambassador to the US, told EurActiv.

Further liberalisation would require
going beyond the issues that can be
discussed and agreed with most other
nations, added Paemen.
Well aware of what derailed the Doha
trade talks, US and EU companies want a
‘realistic’ deal, said Christoph Luykx, Intel’s
public policy manager.
The EU and the US share the world’s
largest market for trade and investment
and they enjoy the world’s highest GDPs
per capita. Despite the blow of the euro
crisis, the EU-US economy represents 50%
of world GDP and roughly 41% of GDP
in terms of purchasing power.
The transatlantic economy generates
close to €3.8 trillion in commercial sales
a year and employs up to 15 million
workers in ‘onshored’ jobs on both sides of
the Atlantic. US FDI to Europe in 2011
topped €152 billion for only the second
time on record. By contrast, US ﬁrms
invested $40 billion (€30.9 billion) in
China between 2000 and 2011, putting
China 14th as a destination of US FDI
behind Belgium, France, Germany,
Switzerland, Ireland, Britain and the
Netherlands.

Tariffs and non-tariffs barriers
Bilateral trade policy cooperation
has been less than optimal in the past
years, analysts noted. Blockages in trade
remain, primarily in the form of non-tariﬀ
barriers and disparities in how services are
regulated. Tariﬀs are also a nuisance, even if
they are low, standing at 5-7% on average.
According to a 2010 study, eliminating
tariﬀs could boost GDP by 0.3% to 0.5%
in the EU and 1% to 1.3% in the US,
corresponding to gains of €44 billion to
€66 billion in the EU and $59 billion to
$82 billion (€45 billion to €63 billion) in
the US.
“Tariﬀs reduce the competitiveness
of companies which use imported goods
for assembling and re-exporting ﬁnal
products,” researchers pointed out.
Full tariﬀs liberalisation will also
give companies the resources to reinvest
in manufacturing and R&D in the EU
and US, said AmCham EU, echoing
BusinessEurope.
What seems more diﬃcult is to
Continued on Page 5
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eliminate non-tariﬀs barriers. Business
communities on both sides of the Atlantic,
since the creation of the Transatlantic
Business Dialogue (TABD) in 1995, have
concentrated their work on regulatory
cooperation, trying to have one set of rules
“approved once, accepted everywhere.”
But no tangible results have
been achieved in the last 17 years,
notwithstanding the political declaration,
said BusinessEurope.
“Both sides have lacked the political
will to drive the process to a logical
conclusion, thereby accepting some
incursion on their right to regulate,” added
the European business association.

General principles, detailed sectorapproach
A sector-oriented approach seems the
preferable and more realistically achievable
way forward, rather than any general
harmonisation of standards.
Companies like Intel suggested to

have a ﬂexible framework, allowing the
negotiation of general principles that
apply to all industries, and include speciﬁc
chapters that apply to single sectors.
“In taking this approach, slow progress
in removing barriers for one sector will not
hamper progress in another,” added Luykx.
BusinessEurope has identiﬁed for
each sector a list of priorities and so did
Amcham. “We were asked to be very
detailed. The devil is in the details,” said
Michelle Gibbons, chair of the EU-US task
force at Amcham.
Switzerland, which explored the
feasibility of a free trade agreement with
the United States, is well positioned to
know that dealing with non-trade barriers
is quite diﬀerent when it comes to product
regulations, whether it is pharmaceuticals,
electric devices or chemicals.
Swiss Ambassador Christian Etter,
who led the scoping exercise in 2006
with the United States, told EurActiv
that this will likely be the area where
EU-US negotiations will struggle the
most. “The US has its own philosophy
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on regulatory matters – they have quite
independent regulatory authorities which
could not be convinced to change their
approach,” he said, noting that the EU
will unlikely convince them. Switzerland
does not have a free trade agreement with
the US.
Corporate executives stress that any
comprehensive transatlantic agreement
should create a mechanism that allows
counterpart regulatory and standards
agencies to stress compatible and
equivalent approaches to approving
products and services on sale in their
respective markets.
Speaking to EurActiv, a Commission
spokesperson stressed that the scoping
exercise underway between the EU and
the US is done thoroughly and “with a
sense of urgency” to save time once and if
negotiations are launched.
“They are cutting through the
problems and trying to set themselves a
roadmap so that obstacles can be swiftly
removed down the route,” he added. “If
you have the same objectives, you sort the
nitty-gritty.”

Those who love us, follow us
If the EU and the US can agree on
common future standards, this would
create a major opportunity for a more
international approach involving countries
like Japan and South Korea as well as
the BRICS and Asean countries, stressed
BusinessEurope in its paper.
“If we want to have some inﬂuence
on what the rules of the game will be in
these areas in the future, we need to go for
the best solutions together, and with those
that want to work with us. That does not
diminish the merits, nor the ultimate need
for multilateral rules, but it is a diﬀerent
way to get there in some new areas,” said
EABC’s Paemen.
Business executive are well aware that
such trade deals could boost EU exports
to the US by 7% to 18% just with tariﬀ
elimination and 200,000 to 520,000 jobs
could be created in the EU and 190,000 to
400,000 in the US.
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De Gucht:
Getting EU
out of the
crisis helps
trading
partners
With the growing interdependence
of global economies, the EU’s
trading partners cannot let Europe
down and have every reason to
help lift the continent out of the
crisis, because by helping us,
“they help themselves,” EU Trade
Commissioner Karel De Gucht tells
EurActiv in an interview.

Karel De Gucht, a former deputy
prime minister of Belgium, is the European
Commissioner in charge of trade. He spoke to
EurActiv Editor-in-Chief Daniela Vincenti.

view on the future. Are we doomed?

is there a risk we will not be able to avoid
mistakes of the 1930s?

We are never doomed. When we got
into this crisis, in 2008-2009, there was
a sudden fall of trade. The level of trade
went down by 18% or so. That’s not
the case now, which means that there is
expectancy in the market that it will get
better.
When you have this sharp fall in
trade, which is considered a multiplier
of the recession ﬁgures in an economy,
there’s no trust in the markets anymore.
It’s a multiplier of the overall economic
downturn because of worldwide supply
chains whereby you sell and buy a lot of
parts and components before you get to
the actual product.
At the moment, we are not yet seeing
that, which means there is still trust
in the markets that it will get better.
Companies’ stock is growing and that
means managers expect to sell within a
normal economic cycle. There’s still trust
in the market. We should not be too
pessimistic.
Second remark. Economies are very
much interdependent. China cannot do
well when Europe is doing badly. The
same goes for the United States. On the
other hand, we cannot do well if China
does not do well.
The big economies have become so
interdependent in the worldwide supply
chains. Europe is about 20% of trade
volume in the world. It is the biggest
in the world. If there is a problem in
this big economy everybody feels the
consequences. We are interdependent, so
they have every reason they can imagine
to help us come out of this crisis. The
reason is that they help themselves.
However, it is no secret that trade

It’s not a ﬁght at all. The solar panel
case is a complaint, by an important part
of the photovoltaic sector, that China
is dumping products on the European
market. The Chinese sold €21 billion
worth of photovoltaic-related products in
the European market in 2011.
When there is such a complaint by
a representative part of the sector, we
have to look into it. Prima facie this is a
complaint that is well documented and if
we get such a serious complaint, we need
to launch an investigation: It’s about
having an aggressive mode or even an
assertive mode. That’s not what it’s about.
I like to stress … a lot was written
about the launch of the investigation
after Chancellor Merkel went to China
and said that we should try to resolve the
case through dialogue and negotiations.
It’s by accident that two days later
I had to declare that we launched the
investigation, as we normally have 45
days to take such a decision and we took
it on the 45th, and it was a couple of
days after that.
There was no formal link between
our decision and Merkel’s statements.
That’s the normal procedure. It’s not
just because it’s China, we should follow
another procedure. We would not do
that and with good reason because we
would be liable for that.
To go back to your question. There
is more incremental protectionism, for
example requirements for joint ventures,
forced transfer of research, non-trade
barriers of all kinds. We should prevent
that.
The EU is trying to boost the number

barriers and protectionism are creeping

of regional free trade deals, as the Doha

up. Anti-dumping and anti-subsidy cases

round seems irreversibly wounded, if not

are increasing. The EU has launched an

dead. Korea, Colombia and Peru, we are

growth forecast for this year to 2.5% as

investigation into China’s solar panels

looking at Canada, Japan and the United

the euro-region debt crisis drags down the

ﬂooding the EU market and on Gazprom.

States for other comprehensive trade and

global economy. Even if Europe is eyeing

The US lodged a complaint with the WTO

economic agreements. The proliferation of

at an export-led growth to lift us out of

alleging that China unfairly subsidised car-

the crisis, some maintain a pessimistic

part exports. If the ﬁght does not deliver,

The WTO last month cut its trade

Continued on Page 7
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these regional trade agreement are they
really a good thing? What is the impact on
global trade rules?

I believe that sooner or later we
should go back to the negotiating table
of Doha. In a certain sense we are,
because we discuss trade facilitation,
which is one of the major building blocks
of Doha.
I have stated in the past, when I
was still minister for trade in my own
country, that one of the big gains was
what is called in technical terms the lowhanging fruits of trade deals - you are
able to ﬁx the existing tariﬀs.
You have the tariﬀs that are bound
and those that are set and in between
you have what they call “water”, which
means that a number of countries can
go up to a certain level of tariﬀs and for
some countries you still have quite a lot
of water.
That’s one of the big risks - that
countries would start extracting that
water or drinking it to stabilise the

present picture. That was one of the
important features of the Doha round,
and as long as we don’t have Doha, we
don’t have that and it becomes more and
more diﬃcult to get it.
I’m personally convinced that sooner
or later the big trading blocks should get
their act together and get back to the
negotiating table on Doha, but I have to
agree with you that at this moment in
time it is moribund.
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Why do we need a Doha round?

We need it because it puts a ﬂoor in
the system. What we are doing in trade
is very much compatible with Doha. I
would argue that what we are doing is
complementary.
Do you think the Trans-Paciﬁc
Partnership Economic Agreement [the
multilateral free trade agreement now
being negotiated between Australia,

Would you be in favour of a Global

Brunei, Canada, Chile, Malaysia, Mexico,

recovery round that would focus on

New Zealand, Peru, Singapore, the United

manufacturing and services, leaving out

States and Vietnam] is complementary

agriculture which has wrecked Doha. First

too?

is it feasible and would it work?

I’m intimately convinced that
a multilateral agreement has big
advantages. What we are doing with
our trade negotiations does not go
against Doha. We are only negotiating
deep and comprehensive FTAs that go
much further than anything you could
imagine under Doha and the WTO
rules.

Legally it will be compatible.
Whether it is complementary it is still
something else. I would argue that we
are doing is complementary. It also
depends on what exactly they are doing
within the TPP. Whether it will be deep
and comprehensive or a recollection of
existing obligations, we will have to see.
I prefer to talk of what we are doing,
which is compatible and complementary.

8
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EU and ‘good
friends’
weigh
international
services pact
As EU countries are struggling to
fully transpose a controversial
services directive helping ﬁrms
trade across borders, the 27
EU nations and a group of
global ‘friends’ are eyeing an
International Services Agreement
to open up global services markets,
bypassing the deadlocked Doha
negotiations.
“Services are a key component
of our economies and a driver for
competitiveness. This is why efforts
should be made to negotiate in an
open manner, encompassing as many
WTO members as possible and with
ambition,” WTO chief Pascal Lamy
said last week in Washington, winking
at a deal being discussed by the socalled group of ‘Really Good Friends of
Services.’
Most members of the ‘Really
Good Friends’ group are top global
economies which account for the bulk
of world trade, with the EU and the US
representing 40%.
Besides the EU and United States,
the others are Australia, Canada, Chile,
Chinese Taipei, Colombia, Hong Kong
China, Japan, Korea, Mexico, New
Zealand, Norway, Pakistan, Switzerland,
and recently Peru, Costa Rica, Israel,
Turkey, and Panama.
For the OECD countries, the
services represent 60-70% of GDP
and for developing countries they still
account on average for over half of
national output, with great differences
from country to country.
Discussions are still at an

exploratory stage and no final decision
has been taken so far as to whether
and if so when discussions would move
towards genuine negotiations, said a
European Commission spokesperson.
But across the Atlantic, there is
much hope that negotiations can start
soon. The Obama administration
is moving ‘full speed’ to advance
ambitious trade objectives with respect
to services, said Ron Kirk, US trade
representative.
“Services make up the biggest
share of global economic output and
employ the largest number of workers
worldwide,” James Quigley, co-chair
of the Transatlantic Business Dialogue,
said recently. “Yet progress in reducing
barriers to services trade and investment
has been painfully slow.”
Analysts concur that in the past
years services trade has become hostage
of institutional deficiencies in the
General Agreement on Trade in Services
(GATS), which entered into force in
1995, and of political dissent over the
broader Doha agenda, encompassing

more than 20 topics.

Consolidating current services
deals
Since the GATS deal, more
than 100 bilateral or regional trade
agreements have bloomed. But even
if many of these agreements have
improved and found responses to new
issues, the policy backdrop surrounding
global services trade looks somewhat
“like a patchwork quilt right now,” Kirk
told the Global Services Summit in
Washington last month.
The prospect of a services
liberalisation pact has gained
momentum in past weeks and the idea
is to examine achievements made so far
with bilateral and regional deals and
consolidate the most effective elements
into one single framework, sidelining
objections of big emerging economies
like China, Brazil and India.
Supporters believe barriers can be
Continued on Page 9
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reduced in sectors including banking,
telecommunications, insurance and
construction. Among these sectors,
existing elements for regulatory
cooperation are already in place
on financial services and ICT. But
any agreement would need to be
comprehensive without any “a priori
exclusion of any sector or mode of
supply,” the group said.
“Most participants have already
concluded several trade agreements
covering services. The new initiative
will allow to pool, revamp and improve
what has been achieved so far as well as
to enhance the coherence of the regimes
governing global trade in services,”
Ambassador Didier Chambovey, a Swiss
trade negotiator, said in an interview.

In or out of the WTO
Despite the economic interest of
services liberalisation, how any such
deal would operate remains a dilemma.
A ﬁrst option is to negotiate the
agreement within the WTO system, in
a way that is similar to the Government
Procurement Agreement, negotiated among
28 countries and covers less than 90% of
all public procurement in the world.
The alternative would be an
agreement outside the WTO, which is
viable under the GATS (Article V) - a
multiparty free-trade agreement like the
Trans-Pacific Partnership.
“It is an attractive second-best
alternative,” explains Hosuk LeeMakiyama, director at the European
Centre for International Political
Economy, who also sees the option
of carving sectoral agreements when
feasible – in financial and ICT services,
for example.
The deal itself, regardless whether
it is concluded inside or outside the
WTO, will scale down relatively
moderate barriers on existing trade
between already open economies.
Lee-Makiyama said the EU
should show leadership by presenting

a roadmap on the future of services
liberalisation after Doha.
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border data flows over the Internet.

A way to rebuild multilateralism
Companies want a deal quickly
Business organisations comprising
the Global Services Coalition said last
month that they expect governments
to commit promptly to the formal
launching in Geneva of services
negotiations.
“Governments have been meeting in
Geneva and talking about a plurilateral
approach to services negotiations for
eight months. Business now wants to
see governments shift gear and begin the
substantive negotiations by the end of
the year,” said Peter Allgeier, president
of the Coalition of Service Industries of
the United States, stressing negotiations
should be ambitious and take no more
than one year.
US services companies such as
Citibank, UPS and Verizon strongly
support the proposed pact, which
could tackle difficult new issues such as
government restrictions on the cross-

The services agreement also offers
a means of building international
consensus on trade rules that someday
could be introduced into the WTO.
This is a significant feature, because
the WTO’s central role as a cornerstone
of the multilateral trading system
depends on its capacity to advance
creative and ambitious approaches to
trade liberalisation, said Mike Froman,
the White House deputy national
security advisor for international
economic affairs.
“Now it is time to focus on direct,
substantive negotiations. We don’t need
more process. We don’t need more
formulas. We need everyone to roll
up their sleeves and get to work,” said
Froman.
The downside, notes Chambovey,
is that not all key players, especially
among emerging markets, have joined
this project.
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Time running
out for
Europe in
Asia
A ﬂedgling trade agreement
between the United States, Latin
America and Asia threatens to
derail Europe’s attempts to create
free trade agreements with Japan
and the US and casts doubt on the
EU’s lack of strategy towards Asia,
trade experts say.
The fears emerged at a Brussels
seminar on the Trans-Paciﬁc Partnership
(TPP) (see background) organised by the
European Centre for International Political
Economy (ECIPE), a think tank.
The TPP aims to create an ambitious
trade network, encompassing goods
and services, but including areas not
usually covered by trade agreements,
such as common rules for intellectual
property rights and standards, as well as
environmental protections and labour
rights.

TPP, like a Spielberg trailer
Since negotiations underlying such
agreements are conducted behind closed
doors, few solid details about the TPP are
known.
“The TPP is being trailed like a new
Spielberg ﬁlm. Everyone is hoping that
their favourite actors will be in it, we hear
that it will be full of special eﬀects, but
what is unclear is whether it is going to
be a blockbuster or a ﬂop,” Lutz Guellner,
an EU oﬃcial, told the seminar on 28
September.
Deborah Elms, head of the Singaporebased Temasek Foundation Centre for
Trade and Negotiations, said Canada and
Japan could signal a desire to join the TPP
negotiations next year.
The “big elephant in the room is who

will be the new members and what would
happen if Japan joined,” Guellner said.

Race on for inﬂuence in Japan
The EU is currently trying to negotiate
a trade agreement with Japan, but “there
may be a race on” for inﬂuence in Japan
– with its interest in the TPP, said Hosuk
Lee-Makiyama, director of ECIPE.
The TPP also raises doubts about the
EU project – currently under way – to
negotiate an ambitious free trade deal with
the US itself.
“How can the US be equally
ambitious both on the TPP and Atlantic
[European] side of negotiations,” is one
of the questions under consideration by
policymakers, Guellner told the seminar.
The EU will also have to be careful to
avoid any perceived slight against China
in its reaction to the TPP. Many within
Chinese government circles suspect that
the TPP represents an attempt by the US
to contain Chinese power in the region, by
encircling the nascent superpower with a
large trade bloc.

TPP seen as counterweight to
China
“The TPP is a US reaction to China’s
rise. It is not, however, an attempt to
contain China, but rather to meet the

concern that the US itself feels in being
shuttered out of the Asean groups. So it
can be seen as a counterweight,” Elms
told the seminar. Asean is the 10-member
Association of Southeast Asian Nations.
There are doubts about whether the
agreement is a deal about trade or about
trade and security, Guellner said, adding:
“There is a real question what will be the
impact on China and China’s interests.”
He said the Commission is eager to
know more details about the TPP, “from
the point of view of our own negotiations
with Asean and other partners”.
“I don’t think that Europe has any
strategy about the TPP, and even if there
were no TPP – with the rapid integration
of the regional trade architecture in the
Asia-Paciﬁc region – Europe risks being
left behind,” Lee-Makiyama told EurActiv
afterwards.
The countries involved in the TPP are
already integrating quickly on a crossborder “company-to-company” basis,
“much as Europe expanded its cross-border
trade between member states during the
1960s”, Lee-Makiyama said.
“The regional trade architecture is
closing very quickly and unless Europe gets
its foot in the door, it will be much more
expensive for it to obtain market share in
10 years time,” he said, warning that the
tide of events – with or without the TPP
– poses “an existential threat” to Europe.
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Swiss
negotiator:
Regional
trade deals
are good for
multilateralism
Frustrated by the slow pace of
multilateral trade negotiations,
more countries are seeking to
liberalise trade through bilateral
and regional agreements. This may
prepare the ground for further
multilateral deals, Ambassador
Didier Chambovey, the Swiss trade
negotiator, tells EurActiv.

region debt crisis drags down the global
economy, the US, and China. Western
countries are eyeing at export-led growth
to lift them out of the crisis. Are they
doomed?

The declining growth momentum in
key emerging markets, namely in China,
makes the global economic situation
indeed still more diﬃcult. In many
Western economies, domestic demand
is held back by a mixture of restrictive
ﬁscal policies and deleveraging in the
private sector. As a consequence, especially
the southern countries of the eurozone
(Greece, Portugal, Spain and Italy) are
facing severe recessions with sharply rising
unemployment.
It is clear, that booming export
markets outside Europe would make the
crisis easier to handle, because export-led
growth could compensate weak domestic
growth. But the unpleasant reality is that
the unavoidable structural adjustments in
the euro area – and also beyond, in the US,
the UK and Japan – have to take place in a
subdued world economic environment.
All in all, slow progress towards more
balanced growth seems possible, but it
might be a hard task over the coming years.
For many countries, a return to the high
growth rates recorded before the ﬁnancial
crisis is not in the cards.
It is no secret that trade barriers and
protectionism are creeping up. If the ﬁght
does not deliver, is there a risk we will not
be able to avoid mistakes of the 1930s?

Ambassador Didier Chambovey,
Delegate of the Federal Council for Trade
Agreements, is the Swiss trade negotiator,
working for the Secretariat of Economic
Aﬀairs. He spoke to EurActiv editor-in-chief
Daniela Vincenti
The WTO on Friday cut its forecast for
trade growth this year to 2.5% as the euro-

The most recent report of the WTO
on trade-related developments shows
indeed that there has been no slowdown in
the imposition of new trade restrictions in
recent months and this is not good news.
At the same time, the regular
monitoring of trade policies undertaken
in the WTO since the outbreak of the
ﬁnancial and economic crisis in 2008 has
also shown that on the whole governments
have largely continued to resist large-scale
protectionism.
Despite the persistent risks, WTO
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rules and commitments have acted as an
insurance policy against protectionism and
have been instrumental in maintaining
for a large part trade openness during the
global ﬁnancial and economic crisis.
Thanks to the existence of the WTO,
some large mistakes of the 1930s were
not repeated. But there is no room for
complacency. WTO members need to
preserve and strengthen this system so that
it can keep performing this vital function
in the future.
Will this ﬂurry of trade disputes not
weaken already stretched political ties,
especially with emerging economies?

It is true that a large number of trade
disputes does not create the best possible
atmosphere for trade talks to strive.
However, the main problem here is that the
economic diﬃculties of industrial countries
are concomitant with the entry on the
world scene of emerging economies which
are conscious of their importance.
While the United States and the EU
are losing inﬂuence, emerging economies
are not ready yet to assume a leading role
commensurate to their economic weight
in the search for multilateral solutions.
This is one of the reasons why the Doha
negotiations are presently stalled.
It is therefore diﬃcult to see how and
when the [Doha] round can be revived.
The top priority is therefore to preserve the
acquis of the WTO, i.e. its agreements,
institutions and dispute settlement system.
As long as countries settle trade
disputes through the WTO and comply
with its decisions, the system will function.
At the same time, WTO members should
advance the trade agenda in the areas where
this seems to be feasible. Trade facilitation
is a case in point.
Furthermore, a thorough reﬂection
on possible avenues to further develop
international cooperation in trade is also
badly needed. This process will have to take
into account the increasing importance of
global value chains.
Continued on Page 12
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Continued from Page 11
The Doha round is moribund if not
dead. There is a proliferation of regional
trade agreements. Are they really a good
thing? What impact do they have on
global trade rules?

There is an obvious link between
the current impasse in the Doha round
and the proliferation of preferential
trade agreements [PTAs]. Given the
absence of progress in the multilateral
trade negotiations, a growing number of
countries are seeking to liberalise trade
through PTAs.
They are catalysts of trade liberalisation
and may prepare the ground for further
multilateral deals. In this sense, PTAs are
complementary to but not substitutes for
the WTO.
One should not lose sight of the
fact that PTAs build on WTO rules and
commitments. You would be surprised
by the number of references to WTO
provisions contained in these agreements.
Likewise, the WTO remains fully
relevant, a kind of basic point of reference.
Of course, in an increasingly globalised
economy it would be ideal for trade
operators to weave together the current
ﬂurry of PTAs into a coherent whole.
Such a harmonisation can only be
achieved within the ambit of the WTO.
I have to admit that this view may seem
utopian at the moment but one cannot
rule out that the multiplication of PTAs
eventually conducts to such an end. Please
do not ask me when.
Does the WTO need to be reformed?

Multilateral trade negotiations are
not only about trade liberalisation. They
are also about rulemaking. The WTO was
established with a wide set of rules and a
very eﬀective dispute settlement system.
There are few international
organisations, if any, which are comparable
to the WTO in this respect. The acquis is
good and its preservation should rank high
among the priorities of member states.

This is all the more true at a moment
where governments are faced with
protectionist demands and need to defuse
trade conﬂicts.
We should therefore think twice before
envisaging a major overhaul to the system.
This being said, one has to admit that
the development of the acquis is extremely
tedious and that broad-based negotiations
may not be, at least in the current
circumstances, the best way to achieve
tangible results.
Focusing on the most promising
elements of the Doha mandate is certainly
a good avenue. In addition, it is also
worthwhile testing various approaches,
including plurilateral initiatives such as the
one which is already under way in Geneva
on the further liberalisation of information
technology products.
Some are advancing the idea of
keeping the best parts and launching a
global recovery round that would focus on
manufacturing and services, leaving out
agriculture which has wrecked Doha. First
is it feasible and would it work?

Agriculture was not the only or even
the main problem in the impasse of the
Doha negotiations.
While agriculture was clearly a
sensitive issue for some, mainly developed
countries, including the EU and
Switzerland, non agriculture market access
and services were issues at least as sensitive
as agriculture, notably for some of large
emerging economies.
Therefore, focusing only on

manufacturing and services would not be
conducive to a successful outcome of the
negotiations as it would be strictly refused
by a considerable number of countries.
Already now, some developing
countries, including the large emerging
economies, are trying to link progress in the
current negotiations on trade facilitation
to the progress in some aspects of the
agriculture negotiations such as disciplines
on the administration of tariﬀ rate quotas.
What about the idea of a new
International Services Agreement?

This idea is worth pursuing provided
a certain number of conditions are met.
The International Services Agreement,
conceived as a plurilateral initiative in the
ﬁrst place, is a good vehicle to advance cooperation in services.
Most participants have already
concluded several free trade agreements
covering services. The new initiative
will allow to pool, revamp and improve
what has been achieved so far as well as
to enhance the coherence of the regimes
governing global trade in services.
The downside is that not all key
players, especially among emerging
markets, have joined this project. It is
therefore of utmost importance that the
International Services Agreement remains
compatible with WTO rules and open to
outsiders. It should provide for accession
procedures to attract a critical mass of
parties so that its implementation can
eventually be envisaged consistently with
the most-favoured nation tenet.
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EU warned:
Clean tech
trade wars
‘could
spiral out of
control’
A spate of climate and clean
energy-related trade squabbles is
heightening fears that as recession
advances, the world could be
entering a period of tit-for-tat
conﬂicts, many involving China.
In the last month, the EU has
followed the US in launching an ‘antidumping’ probe into Chinese solar
panels, China announced a suit against
Washington for blocking a wind farm
deal on national security grounds, and
the US Senate passed a bill exempting its
airlines from the EU’s Emissions Trading
System (ETS).
“There are a lot of areas where
countries are taking shots at each other
and if China reacts, it could deﬁnitely
spiral out of control,” said Mahesh
Sugathan, a research fellow at the
Geneva-based International Centre for
Trade and Sustainable Development
(ICTSD).
“The best thing would be for
everyone to take stock of the issues
because each country could hurt every
other one,” he told EurActiv.
On 10 October, the US Department
of Commerce upheld duties of between
18% and nearly 250% on Chinese solar
panels, which beneﬁtted from what
Bloomberg New Finance says were statebacked credit lines of up to $47.3 billion
(€36.5 billion).
The revenues available to Chinese
solar ﬁrms may be way beyond the
resources available to their Western
competitors, but these companies say

the funds often come in the form of
framework agreements rather than cash
in the bank.
This could still be used to leverage
investment on capital markets, however.
Beijing has already begun moves
towards its own counter-duties against
US and South Korean solar-grade
polysilicon imports, with a preliminary
ruling due shortly before the US election
in November.

Counter-measures
“China has in the past always had a
tendency to react or announce countermeasures and that is what we have seen
with the US case,” one industry source
said.
Jodie Rousell, a spokeswoman for the
Alliance for Aﬀordable Energy (AFASE)
Continued on Page 14
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Continued from Page 13
which supports some Chinese solar
companies under EU investigation was
hopeful that Brussels and Beijing could
defuse the spat.
“Unilateral measures are not in the
interest of the global solar industry,
especially after German chancellor
Angela Merkel called for a negotiated
solution” she told EurActiv.
“One wonders what role the
timing of the US elections has played
influencing the outcome of the US
investigation,” she added.
Some European industry sources
say that the EU has been unofficially
threatened with a similar suit, and that
the continent’s solar manufacturers have
also been pressured with trade threats
unless they oppose the EU’s probe.
“This is a bluff,” said Milan
Nitzschke, a Vice President of
SolarWorld AG, whose EU Prosun
alliance submitted the complaint that
triggered the EU’s probe. “They have
to buy European silicon because they’re
not able to produce enough to supply
themselves.”
Nonetheless, the stakes in such
disputes are high. Ottawa has linked a
planned $20 billion EU-Canada Free
Trade Agreement to the EU’s plans to
classify its tar sands as more polluting
than conventional fuel - and threatened
retaliation, according to censored EU
documents released in a Freedom of
Information request.
Isaac Valero, a spokesman for
EU Climate Commissioner Connie
Hedegaard, played down talk of a
possible trade conflict over tar sands or
the inclusion of international airlines
in the EU’s Emissions Trading System
(ETS).
“It takes two to have a war, and
from our side there’s no interest
whatsoever to have any,” he told
EurActiv. “The European Commission
makes every effort to avoid talk of ‘trade
wars’ or use language that may stoke
trade tensions.”
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Manufacturing jobs
Analysts say that the current wave
of climate disputes is motivated by a
variety of factors; the ‘energy crunch’,
a slowing of the world economy and
shrinkage of clean tech markets,
intensifying competition between
manufacturers, over-supply of solar
capacity, and politicisation of climate
politics.
Joachim Monkelbaan, an ICTSD
officer said that peak oil and the desire
to preserve European manufacturing
jobs in a global clean tech industry that
attracted $260 billion of investment last
year was also salient.
“Governments have a special
interest in the renewable energy sector
and they are still trying to find roles
for their own countries in the global
industry,” he told EurActiv. “This means
that governments are not always acting
rationally on trade policies.”
As an example, he cited figures
showing that 80% of jobs in the solar
panels industry come from ‘downstream’
sectors such as sales, marketing,
installation, and maintenance - which
he said could benefit from cheap
Chinese solar panels - rather than
manufacturing.
EU Prosun disagrees, and sees a
link between the solar and wind power
suits in the US. “Everything is related
to everything here,” Nitzschke said. “We
are talking about the key technologies
for the future.”
One common theme in the
renewables sector is a perceived need
not to punish first movers, whether
carbon market pioneers or solar panel
manufacturers.

First mover advantage
“We have been the first movers in
Europe,” Nitzschke said. “There should
be a first mover advantage but in the
end it is actually a disadvantage because
of unfair trade.”
Innovation depends on an initial

capital outlay but ‘second movers’
can often duplicate the first movers’
technology without their research and
development expenses, and drive them
out of business before they reap longterm rewards.
AFASE says that European solar
manufacturers lost out in the solar race
by inking long-term contracts with
polysilicon suppliers just before prices
crashed, leaving them locked in to cost
overhangs.
Prices for polysilicon, a key solar
panel component, slumped from $450 a
kilo in 2008 to around $25 a kilo today,
due to massive global over-production.
EU Prosun representatives say that
they have adjusted their contracts and
now pay close to the global spot market
price for their polysilicon supplies.

Limited effectiveness
One thing the rival solar alliances
agree on is the limited effectiveness of
the US tariffs slapped on Chinese solar
panels, as defined by country of origin.
“The Chinese established a way of
circumvention by selling solar wafers
to Taiwan and buying back solar cells
made from those wafers, and then
assembling them to solar modules in
China,” Nitzschke said. “This was a big
mistake.”
The real tariff on Chinese solar
modules could thus be substantially
lower than the headline figure, and have
far less effect on their exports.
John Clancy, a spokesman for
the EU trade commissioner, Karel de
Gucht, said that the European probe
was taking steps “to ensure that we
encompass a broader scope in terms of
the investigation” than was undertaken
by the Department of Commerce.
The percentages in play in the EU’s
investigation are disputed, because of
the use of upper and lower dumping
figures. But although margins of up to
120% are cited, some industry sources
expect a final figure of around 30% to
be determined.
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EU, US trade
agreement is
a top priority
A transatlantic trade agreement
can give new hope for growth
and a more positive agenda in
the devastating eurocrisis, writes
Raymond Gradus.
Raymond Gradus is a professor of
economics at VU University Amsterdam and
director of the Research Institute for the CDA.
In the last week of June, the
Economist cover read ‘Protectionism
Alert’. Despite all nice words of, for
example EU Commissioner Karel de
Gucht, on free trade as an engine of
growth, the real account is more worrying.
There has been a paralysing discussion
on China’s trade restrictions on importing
US cars for a long time. But also imposing
trade restrictions as the “Buy American”
clause implemented by the Obama
administration sends a dangerous signal
and creates uncertainty among investors,
particularly in times of recession.
And we all know the outcome:
long-term disadvantages of protectionism
strongly outweigh any short-term beneﬁts
of protectionism. But also in Europe the
perspectives for free trade are narrowing as
anti-trade and anti-Europe politicians get

more appeal. Nevertheless, there are many
avenues to explore the internal market.
Especially, a further liberalisation of
services will boost trade inside and outside
Europe.
Although with the upoming US
elections it will be diﬃcult this year,
nevertheless there are some positive signs
for trade higher on the agenda as someone
close to Republican Mitt Romney’s
ideology put forward the urgent need for
a new trade agreement between the US
and Europe.
Republicans have always been a
supporter of free trade. But also Barack
Obama and his Democratic party know
that a new trade agreement between
Europe and the US is necessary, because
it stimulates job growth at the medium
term. Economic research by, for example,
the OECD points out that the reduction
of existing non-tariﬀ and regulatory trade
barriers could lead to GDP growth of up
to 3.5% on both sides of the Atlantic.
Although tariﬀs in this part of the
world are already very low, eliminating
tariﬀs on imported goods would,
according to research by the European
Centre for International Political
Economy, increase exports between the
United States and Europe by 17% in the
coming years.
Due to the huge volume of
Transatlantic trade of more than €460
billion a year, gains from removing
these barriers would be substantial.
Therefore, we should strongly advocate a
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breakthrough in Transatlantic economic
relations and support those working on a
new trade agreement.
Hopefully, eliminating tariﬀs and
non-tariﬀ barriers between Europe and
the US should be viewed as a valid ﬁrst
step towards a Transatlantic free-trade
agreement. But more important, the
economic and political message of a free
trade agreement between both sides of the
Atlantic will be large.
Creating a Transatlantic market with
harmonised regulations will boost trade all
around the world as common standards
will act as global regulatory standardsetters. In addition, it gives a clear
political message that free trade should be
on the top of the agenda again and gives
prospects for economic growth and jobs in
time, where they are needed so badly. And
with the devastating euro crisis it can give
new hope for growth and a more positive
agenda in this part of the Atlantic.
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