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140 INTRODUCTION

Globalizationis a complex process of 'interconnectedness, aiming to create a free flowing but collectively
regulated and supervised global community of culture, economics and poalitics. In the process, universal
framework of rules, laws are made through multilateralismand supranational organizationslike UN, WTO
etc. Theseingtitutionssignificantly patterneconomicsand politicsof nation-statesboth internal ly and externally.
The emerging framework and infrastructure of global governance seeks to standardize rule making and
policy decisionsuniversally with respect to trade, industry, services, environment, commerce, labour, defence
and security in accordance with common global perspective, need and requirements.

Need for common rules and laws and collectiveregulation is based on the 'stretching out' hypothesis that
‘events and decisionstaking place on one side of the world have a significantimpact on the other.! Usually
cited factorsdriving globalizationinclude global warming and climatic changes, environmental degradation,
depleting natural resources and ecosystem losses, poverty and hunger, pandemic hedth issues like HIV/
AIDS, drugs and human trafficking, unrestrained capitalism and monopolization of international trade by
select MNCs and few countries, universal drive towards democracy and human rights, national wars and
transboarder terrorism, fast paceof I T revolution,etc. Inthis unit wediscussthe processof globalizationand
place of EU init.
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141 OBJECTIVES

After going through this unit, you should be able to understand:

e meaning and process o globalization and World Trade Organization;
e european Unionsparticipationin the processof globdization and in WTO asaregiona group;
e Objectivesdf European Union's development cooperation policy within the framework of WTO; and

e european Unions concernsfor environment and itsinitiativesfor its protection.

142 GLOBALIZATION

Globalizationemergesfrom and operates at theintersection of culture, politicsand economy. It has become
avey significantfactor ininternationd relations. Bothindividual countriesand regiona groupsareparticipating
in the processin various ways. In this unit you will read about the role European Union is playing in the
processof globalizationand itsrelated ingtitutionslikeWTO. Featuresdf globalizationasidentified by Allan
Cochraneand Kathy Pain include thefollowing:

1) thestretching of socia and economic relations

2) theintensificationof communicationand other linkages
3) theinterpenetration of economic and social practices
4) theemergenceof globd infrastructure.

1421 Global Governance

Structurallyspeaking, globdizationdoesnot mean end of thenation-state, but the' developmentd’ multilayered
and multilevel poalitics, in whichnation-statesl ook increasingly ‘downward' towardsvibrant city and subnational
regional politicsand 'upward' towardssupranational regional and global associationsand institutions.”(Held,
2004, p.11). Thus localization, regionaization and internationalization are three mutualy interrelated and
reinforcing processesof theglobalization. For our understandingwemay notionally describeglobalizationas
two way process of 'localization of global' and 'globaization of local'. Therefore globalization is both an
inwardly and outwardly phenomenon wherein national government rationalizes, modifies and prioritizesits
rulesand policiesrelated to trade and devel opment in accordance with the terms of multilateral agreements,
and the agency and infrastructure of global governance.

As a matter of fact globalization has altogether transformed the notion of governance. It a once marks
heradingaof anew farm of transgovernmentalism,amulticentric mode of decision-makingin which key actor
includes national government officials, corporate representatives, civil society organizations and other
stakeholders. Thereisno single rulemaking body. Different global agenciesor ingtitutions make speciaized
decisons. Their decisionsregulate the policy conduct not only of the national governments but also of the
multinational corporations(MNCs). Thesignatory national governmentshaveto passconformity legidations,
and MINCs to modify their product processes. Onewould liketo point out thefact thet theregul atory cooperation
and policy standardization are two crucia objectives of global governance. However, in this context one
would aso like to caution that global governance need not to be equated with ‘world government’ with «
ultimatelegal authority and coercive powers, but it is much morethan asystemdf limited intergovernmental
cooperation. With the UN at its ingtitutional core, it [global governance] comprisesavast ranged superstate
bodiesand regional organizations. . .aswd| asregimes and transnationa policy networksembracinggovernment
officials, technocrats,corporaterepresentatives, pressuregroupsand non-governmental organizations.” (Held,
2004, pp. 78-79)

Held characterizes global governance as multilayered, multidimensional and multi-actor system. "It is
multilayeredin sofar asthe development and implementationaf globa policiesinvolvea processaof politica
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coordination between suprastate, transnational, national and often substate agencies...It is multidimensional
in so far as the engagement and configuration of agencies often differ from sector to sector and issue to
issue, givingrisetosignificantly differentiatedpolitical patterns...[it is] multi-actor complexinwhich diverse
agencies participatein the devel opment of global public policy.™

Another interestingfeatureof global governanceisthat it along with multilateral institutionslike WTO, IMF,
UN, World Bank etc also promotes ad-hoc or regular, public or private institutions such as Global Water
Partnership, World Commission on Dams Forum to supplement or to act on behaf of the mgor global
economic and political institutions as mentioned above. Growing public-private partnershipon global scale
has resulted in the decentring of law making process. As a conseguence we find the emergence of a new
'transnational legal order', which asCutler pointsout is* globalizingacorpusof commercial law and practice
that derivesfrom increasingly diverse and multiplelocal, regional and global |ocationsinvolving both state-
nonstate authorities.”

Transnationalizationof political actioninvolving NGOs networking and civil society action creates aglobal
community of interests. Greenpeace movement is one of the finest examples of this process. Oneis also
withessingagreat upsurgein citizens' diplomacy, outpacing theexclusivity of governmental decision making
system. National governmentisnow nolonger thesolearbiter of theinterestsof itscitizens. In theinternational
system of decisions, civil society actionis more pronouncedat the IGO level of policy making.

As stated above, globalization also alters the power sharing arrangementswithin national polities. Anthony
McGrew rightly points out that “ recent years have witnessed a substantial expansion in the role of local
governmentsand substate authoritiesin theglobal arena, asthey seek to promotethe cultural, economic and
political interests of their locale. As global competition to attract foreign investment hasintensified, cities,
regions and subnational authorities have become increasingly active at global and regional levels. Their
activismtakesa number of form: from establishinglocal diplomatic missionsabroad, throughrepresentation
in key global and regional forums, to the creation of formal bodies, such asthe International Union of Local
Authorities. Through such mechanism, substate governmentscan take significant policy initiatives, which,
in many cases, may bypass their own Central Government. They also providea framework within which
collaborative i nitiativesto deal withcommon or shared problems, fromtheillegal drugstradeto environmental
pollution, can be pursued”. (Held - 2004, p 146)

Salienceof regional unionssuch asEU isan inevitableoutcomeof the globalization process. Regional union
hasintroduced anew kind of group politicsin theglobal decisionmaking process. Regional unionfunctionson
confederal arrangement basis wherein member states pool together their respectivenational sovereigntiesin
order to serve their common social, economic, political and security interests. It is generally the union that
negotiatesvital nationa interestsof the member statesin multilateral forums. Federal-confederal mode of
regional and global governance, besides protectingthevital interest of theindividual state, better equipsthem
withmultiplecompetitivepolitical and economic capacitiesto competeglobally. It isprobably thereason that
EU hasembarked upon the enlargement policy, negotiating and integrating newer states as its member.

14.2.2 Economic Rationale of Globalization

Rationaleof globalizationissituatedin the proglobalistargument that the equity and growth acrossthe globe
can be ensured only through a common liberal framework of intemational trade and cross boarder flows of
services,goodsand industry. It isbeing further argued that open market economy i s conduciveto investment,
employment, currency and labour exchanges, flow of goods and expansion of services. Industrial production
becomes complexintemational wherecomponentsof productionsaredrawnfrom not onebut from different
regions. Thereisboost to intrafirm trade. This hasbeen madefeasiblemainly becauseof therapidly changing
global production system, due to intertwining of trade and foreign direct investment (FDI) on the one hand
and growth of knowledgeintensiveand techno-savvy industrieson the other.

However themost dramaticelement of economic globalizationisrapidly integratingfinancial markets. Capital
account liberalizationtend to expand capital mobility, decongesting policy outlook in trade and investment.
Equity and currency marketsalong with banking are direct beneficiary of liberalizationand globalization. In
institutional termsfeaturesof global financial systeminclude-
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i)  Introductionof anew multilateral tradingsystem under the supervisionand regulationof WTO, whichin
many respectsis more democratic than the World Bank or TMF, *'Its decision making structuresdo not
reflect thefinancial power of members. The prevailingruleisone country, one vote, with each member
having the right to veto decisionson what purportsto be a consensusbasis. In aformal sense, Benin
has the same vote as the United States, and Bangladesh as the EU." (HDR, 2005, p146)

i) Emergenceof new global productionsysteminwhichabout 65,000 MNCs witharound 8,50,000 foreign
affiliates™ are the key actors behind these global production systems. They coordinate global supply
chains which link firms across countries, including even local subcontractors who work outside the
formal factory system and outsource to home workers." (Fair Globalization, 2006, para 159).

i) Key playersof world financial system now includeprivateactorsand agencieslike 'banks, hedgefunds,
equity fundsand rating agencies." Asa matter of structural change, lending and funding to acountry is
greatly determined by the stock- assesse, data managers, and IT professionals.

iv) Multilateralismin tradehasatogether changedthenotionof national governance, wheretrade negotiations
do not waitfor parliamentary|egislationand sanctionfirst to proceed and concludeonforeign economic
relations. Now each government department hasits own international office coordinating and dealing
withtheir counterpartsin other countries. Thelion-fox public administrationsystemisnow beingreplaced
by highty diffused, decentralizedand multi actor and multi specialty system of governanceboth at the
national and international levels. It is no wonder that at the global level « there has been an explosive
growthin the number of intergovernmental organizations(IGOs)—from 37 in 1909 to almost 300 in
1999—whose activitiesmirror thefinancial responsibilitiesof nationa government departments,embracing
everything from finance to flora and fauna. In addition to formal organizations such as I nternational
Monetary Fund (IMF) and the World Health Organization (WHO), amultiplicity of highlevel working
groups of officials, summits, conferences and congressesand much informal contact and coordination
exits. A century ago, few international summits were held; today these are in excess of 4000 annually.”
(Anthony McGrew in Held, ed, 2004, p 138).

143 WORLDTRADE ORGANISATION(WTO)

WTO, which cameinto being in 1995, is the institutional culmination of General Agreement on Trade and
Tariffs(GATT), established in the wake of Second World War. Its overriding objectiveis to hel p trade 'flow
smoothly, freely, fairly and predictably.’ It istherefore Preambleto Marrakesh Agreement providesfor the
conduct of International Economic Relationsin a manner as to:

i) raisestandardof living;

i)  ensurefull employment;

i) alargeand steadily growing volumeof real income and effective demand;
iv) expand the production of tradein goods and services,

v) allow for the optimal use of the world's resources in accordance with the objectives of sustainable
development; and

vi) preservetheenvironmentand to enhancethe meansof doing so in a manner with their respectiveneeds
and concerns at different levels of economic development.

Besides above, its objective also recognizes' need for positive efforts designed to ensure that developing
countries, and especially theleast devel oped among them, secure asharein thegrowthin international trade
commensurate with the needsof their economic devel opment.™

WTO aso " contains a resolution to develop an integrated, more viable and reasonable multilateral trading
systemencompassingthe ... GATT and theresultsof post tradeliberalizationeffortsand al the resultsof the
Uruguay Round of Multilateral TradeNegotiations.” (Bagchi, 2000, p.12) Morethan merely beingan extension
of GATT, WTO isever expansivein scope and coversal aspectsof global trade— tradesin goods, services
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and productsaf innovations(i.e. intellectua property rights),investment measures, agri cul tural commodities,
and textilesand clothing. The range of regulationsand negotiationsinclude primary products, manufactured
goods, servicesand intellectua property rights.

1431 Functionsof WTO
In order to achieve its stated objectives, WTO performs the followingfunction:

i)  Adminigtering trade agreements

ii) Acting asaforum for trade negotiations

i) Settling trade disputes

iv) Reviewingnationa tradepolicies

v) Asdgingdevelopingcountriesintradepolicy issues, through technical assistanceand training programmes
vi) Cooperating with other international organi zations.

Trade policy review and Dispute settlement are two important features of WTO. Trade Policy Review
Board (TPRB) is responsible for reviewing trade policiesof the member countriesat regular intervals."Its
importance lies in the fact that: (i) it is a mechanism for monitoring changes in trade policies of member
countriesthat may take placefrom timeto time, (ii) it isa way of ensuring continuity in tradeliberalization
and, (iii) it is a mechanism to maintain trangparency in trade policies of member countries.” (Bhaumik,
2006, p. 36)

On the other hand, dispute settlement is a process of resolving trade conflicts, enforcing discipline and
ensuringcompliancewith WTO rulesof frame. WTO rulesprovidefor theestablishment of Dispute Settlement
Body (DSB) with authority to adopt * panels and appellate body reports”, maintain surveillance of
implementation of rulings and recommendation.”(Bagchi, p.109). The objective and framework of dispute
settlement can be briefly stated as(i) ensuring security and predictability of multilateral trading system, (ii) to
serve and preserve the rights and obligation of members under the covered Agreements, (iii) maintaining
proper balance between rights and obligations of members (iv) achieving satisfactory settlement of the
disputes. Mutually agreed solution isgenerdly preferred. However, in the absence of agreed solution, the
first of dispute settlement mechanismis to secure withdrawal for the measures concerned if found to be
inconsi stentwith the provisions of covered Agreements; and aslast measure suspension of ‘concessions or
other ‘obligations’ areresortedto. Asfar aspossible DSB actsin 'good faith' in resolving disputes. Lega
significancedf the dispute settlement liesin the fact that even the national Judiciary cannot block WTO’s
rulings. ThisprovidesWTO asupranationa lega status; amultilatera legal institutionempoweredto enforce
its decisionson member states.

14.3.2 Trade and Environment

WTO rules categorically recognize the necessary linkages between trade and environment. UN conference
on Environment and Development, 1992 writes, *“ Environment and trade policies should be mutually
supportive. Anopen multilateral trading systemmakespossibleamoreefficient all ocation and useof resources
and thereby contributesto an increasein production and incomes and to the lessening of demands on the
environment. It thus providesadditional resources needed for economic growth andimproved environmental
protection. A sound environment, on the other hand, provides the ecological and other resources needed to
sustaingrowth and underpins the continuing expansion of trade™ (Citedin Koul, 2005, p. 551) Asamatter
of fact, tradefacilitationunder WTO rules must conform to the objectiveof sustainabledevel opmentwithout
recourseto any kind of discrimination.

Article XX of GATT thus provides: *“ subject to the requirement that such measures are not applied in a
manner which would constituteameansof arbitrary or unjustifiable discrimination between countries where
thesameconditionsprevail, or adisguised restriction oninternationa trade, nothingin thisAgreementshall be
construed to prevent the adoption or enforcement by any contracting party of measures. (i) necessary to
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protect human, animd or plant life or hedth; [and] (ii) relating to the canservation of exhaustible natura
resources if such measures are made effectivein conjunction with restrictionson domestic production or
consumption.” In pursuant to these objectives, DohaDeclaration 2001 underlinesthe mutua supportiveness
of trade and environment. The work programme adopted by this Declaration entrust the WTO’s Committee
on Tradeand Environment (CTE) to pay particular attention to:

) "theeffect of environmental measureson market access, especidly in relation to developing countries,
in particul ar the least devel oped among them, and those situationsin which theeliminationor reduction
of traderestrictionsand distortions would benefit trade, the environment and devel opment;

iiy therelevant provisonsdf the Agreement on Trade Related Aspectsof Intellectual Property Rights; and

i) labeling requirements for environmental purposes’. (See the WTO in Brief: Part |, Source http://
WWW.W10.01g)

Informationexchangeand capacity building are stated to be another important objectives of WTO on trade
and environment. In fact, trade regulation is considered one of the important mechanisms of protecting
environment. This hasintroduced the crucial notion of certificatetrading in world economy.

14.3.3 Tradeand Invesment

One of the important objectives of WTO is to secure a more transparent, stable and predictable conditions
among the member- states for cross-border investment, particularly foreign direct investment (FDI) in either
of theformssuchasinfusion of equity capital, reinvested corporatejoint venture, and set-borrowingthrough
the company or affiliates. It is stated that volume of trade and economic growth is directly proportiona to
nature, extent and volume of currency flows and investment in core sectors of industrial growth and
development. “ FDI usually flowsasabundleof resourcesincluding, besides capital, production technology,
organizational and manageria skills, marketing know-how, and even market access through the marketing
networks of multinational enterprises... who undertake FDI. These skills tend to spill over to domestic
enterprisesin thehost country. Therefore, FDI can beexpected to contributeto growth morethan proportionately
as compared to domestic investment in the host country™. (World Trade and Development Report 2003,
p.44) Given the complexity of issues, WTO also recognizesthe 'needsfor developing and least developed
countries for enhanced support for technical assistanceand capacity building in this area, including policy
anaysisand development so that they may better evaluatethe implicationsof closer multilateral cooperation
for development policies and objectives, and human and institutional development™ (Doha Declaration,
2001, Para 21)

TRIMS (Trade related investment measures) agreement applies only to the trade in goods, and it has been
designedin amanner asto providealeve playingfiledinforeign investment. Internal taxesand subsidiesare
beyond the purview of TRIMS Agreement. It prohibits |ocal-content requirements (Local sourcing by an
enterprise), trade baancing requirements, and restriction on the volume of imports to the amount of foreign
exchange inflows, and restriction on export to the proportion of volume or valueof local production. As a
matter of fact, TRIMs isgeneraly concerned with liberdizing trade and investment from quantitativerestrictions
and loca content requirements. It alows discretion in gpplicability of member-statesin the areas of **Loca
equity regquirements, export obligations, participationof local employees in the foreign firms, remittance
restrictionson the profit of foreign firm, foreign exchangerestriction, controllingthe use of imported inputs,
product marketing requirements, technology transfer requirements, use of specific production technology,
import restriction limiting theimport of specified products....” (Bagchi, 2000, p, 36)

It would not be out of place to mention the fact that WTO efforts are directed towards the balancing of
interestsof host country and home country through the various measuresof transparency and accountability
in tradeand investment. Tothisend, WTO negotiationis generally directed towards defining and redefining
binding obligations on the parts of stakeholders and regular information exchange among them on such
important components of trade and investment like transfer of technology, restrictive business practices,
consumer and environmental protections, disclosuresetc.

Itisin thisbackground, and precisely thereason, that competition policy has emerged asoneof theimportant
issuesof tradeliberalization. Competition policy seeks'to remedy different types of anti-competitivepractices
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including price-fixingand other cartel agreements, abusesof adominant position or monopolizations, mergers
that stifle competition and agreements between supplies and distributors that foreclose markets to new
competitors.” (World Trade and Development Report 2003, p. 50)

In other words competition policy should aim at harmonization of substantive law, procedural requirement
and enforcement practiceswithfairly institutionalized adjudication instruments

14.3.4 Trade Rdated Intdlectual Property Rights (TRIPs)

Thisbringsasto theissuedf intellectual property rightswherein patenting and copy-righting of innovations,
discoveries, trademarks, geographical indications, layouts and designs, and undisclosed information are
rule-framed in order to protect their ownership, an essential requirement of fair trade across geographical
boundariesand an important meansto the growth of private capital by way of sell and rental of copyrights.
Some of the tenants of copyrightsas agreed upon by WTO members can be briefly put as follows:

i)  Authorizing, asdonein the case of literacy works, the computer programming, cinematography,

i) Extending copyrights protection to expressionsonly. Thus excluding ‘ideas, procedures, methods of
operation and mathematical concepts from such protection.

iif) Recognizingtheprincipleof supplementary rightsi.e. rightsrelated to the performanceoutcomeof main
rights. Thisis also known as 'neighboring rights, which include 'rights of performers, producers of
sound recording or phonograms and broadcasters.” This prohibits unauthorized production, copying,
recording and rebroadcasting of established copyholders programmesand production.

iv) Registering trademarks as "'any sign or combination of signs, capable of distinguishing the goods or
services of one undertaking from thoseof other undertakings.” This prevents use of such trademarks
by other paritieseither by way of identical framing or dilution of signsor trademarks.

v)  Establishing and recognizing geographical originof goodsand commoditiesi.e. region of firstorigin.
vi) Protecting independently created industrial designs and layouts.

vii) Patenting technological inventions. It is based on three generally appliedcriteriacf 'novelty, industrial
applicability and involvingan inventivestep.'

viif) Protecting trade secrets and know- how.

TRIPs agreement extendsfurther to the areasof public health (promoting both accessto existing medicines
and research and development into new medicines), multilateral system of notification arid registration of
geographical indications for wines and spirits, biological diversity, protection of traditional knowledge and
folkloreetc. In nutshell, TRIPs, arrangementisever evolvinglist of items, which are subject to transparency
inregistration, licensing, copyrights, protection, etc.

144 EU,TRADEANDGLOBALIZATION

As stated aboveregionalizationis an in-built tendency of globalization process. It isfurther strengthenedby
WTO when it grants to its members a more favorable terms to their trades when members enter into a
regional integration agreements under specificconditions. Regional integrationin termsof trade, grantsthe
members many waiversfromthegenera rulesof trade. It actsasimpetusfor bilateral, regional and multilateral
accords. These accords "alowing members to grant preferences to other members that are denied to
outsiders, havethe potential to reconfiguretradeflows as well as the working of the global trading system,”
writesWorld Economic and Social Survey 2005 (p.63). The new system of regional integration isin many
ways qualitatively different from many such older systemsof regional integration. The focus writes the
World Economic and Social Survey 2005, is now far broader and extends beyond trade in goods to
encompasstradein servicesas well asinvestment protection, intellectua property rights and, in some cases,
labour standards, environmental issues and some domestic regulations that may affect international trade.
Further, trade facilitation measures are often an important e ement,in these schemes. 1n addition, the newer
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schemestend to be moreoutward | ooking, thusfollowingapolicy of ** open regionalism™ (EconomicCommisson
for Latin America and the Caribbean, 1994). Finally, schemes are emerging that link developed and
developing countries, such as North American Free Trade Agreement (NAFTA), The EU-Turkey Customs
Union (1 January 1996) and the proposed Euro-Mediterranean economic area, to be formed by 2010

EU'semergingcloutinthe worldeconomy and itsexternal policy must be understood throughitsenlargement
policy and competition policy. Criteriafor membership to EU are based on the strict assessment of the
applicantcountry in termsof: (i) practisnglevel of democracy, the ruleof law, humanrightsand respect for
minorities; (ii) afunctioning market economy and the capacity to cope up with competitivepressures; and (iii)
theability to take on the obligationsof membership; whichin other wordsmeanscapacity to apply effectively
the EU's rulesand policies. Enlargement of the union meansextendingthe zoneof stability and prosperity to
new members. A single tariff ratesand a common administrative norms and procedures, and single market
accesssimplify dealingsfor their country operatorswithin Europe andimproveconditionsfor investment and
trade. Asamatter of fact EU sinceitsinception hasworked for “ the gradual openingof global marketsand
rule based international trading system, offering the predictability needed to foster investment and greater
choice."” One finds an inextricablelink between EU's internal and externa policies. Creation of common
custom regime, monetary union and acommon trade policy have direct bearingsupon its external economic
relations. Economic and monetary union has led to the emergencedf the Euro as the world's second most
important international reserve and trade currency. Internal competition has led to the setting up of EU
standards in key technologies around the world. Its norms and regulations are applied in China's motor
industry, food safety, GSM standard for mobile communications, cordless phones and technologies that are
delivering broadband totensof millionsof customersglobally.

Over the years EU has provided to the developing countriespreferential market access. In thisregard, ACP
and GSPareworth mentioning. Under its Generalized Systemof Preferences (GSP) EU provides preferential
accessto 178 devel oping countriesto its market. The European Commission has devised fresh guidelinesfor
the GSP for the period 2006-2015. The new GSP scheme was adopted on 27 June 2005 through European
Council (EC) Resolution No. 98012005, applicablefrom 1.1.2006. Theseguidelinesaim at specifictargeting
of the most vulnerable developing countries (shall economies, land-locked and low income countries). It
introduces a simplified GSP system by reducing the prevailing five GSP arrangements to three''a genera
arrangement, the " Everything but Arms," giving duty-free and quota free access to the EU market to the
world 50 poorest countries; and anew GSP+ giving tariff preferencesto countrieswith special development
needs It also seekstointroducethe new systemaof GSP + -where under specia incentives shall be granted
to those countries which adhere to international conventions on social rights, environmental protection and
governance, including thefight against drug production and trafficking. The new GSPsystemalsointendsto
introduce graduation programme. This in other words means gradual phasing out of GSP from "'those
beneficiariesthat are highly competitiveon the community market and no longer need the GSPto boost their
exports to the EU". (See EU-India Update, Vol 4, No. 4, July-Aug 2004, p.8)

EU has aso signed development cooperation treaty with African, Caribbean and Pacific countries (ACP).
The basic am of theAgreementis* to promote and expedite the economic, cultural and social development
of the ACP statesand to consolidate and diversify their relations [with the European Union and its member
states] in aspirit of solidarity and mutual interest™. EU-ACP agreement seeks to establish a new free trade
areaby 2010. Oncethistakes place *“ manufactured goods can be traded duty free on the trans-Mediterranean
market, which will becomethe biggest free trade areain the world, embracing up to 800 million consumers.™
On estimation, 97% of ACPimportsenter duty freein the EU market and tariff escalationisalso virtuaily
nonexistent. EU has adopted many measuresto boost trade of the world's most Least Devel oped Countries.
These measuresinclude: "' (i) granting duty free and quotafree accessfor al export originatingin the LDCs,
except arms; (i) a multilateral initiative to forego the use of anti ~dumping instruments vis-i-vis LDCs
provided that adequate safeguard are avail ableto avoid circumvention. (iii) fast-track accession to the WTO
for LDCs. (iv) Provision of enhanced traderelated technical assistance and capacity building, including by a
contributionto the Integrated Framework Trust Fund and assistance to help LDCs meet standard in export
markets; (v) a programme of Action on accelerated action on HIV/AIDS, malariaand tuberculosis; (vi) a
commitment to continued support for regiona integration processesof LDCs. (vii) international supportfor
more effective investment promotionin LDCs; and (viii) a commitment to identify WTO implementation

142



proposalsthat would bring particular benefitsto LDCs” . (Cited from European Union News, vol. 11, no. 3,
May-June 2001). The overall impact of these measures has been that 79% G devel oping country exportsto
EU have entered duty free. Another statisticssuggeststhat one fifth of all developing country exports are
destinedfor the EU. This constitutesabout 40% of thetotal EU imports. The Global monitoringreport, 2004
had adjudged the EU “ both as the most open market for exports from devel oping countries and the trading
partner which has made the greatest efforts to reduce its average protection levels in their favour."

EU has also signed alarge number of inter-regional or bilateral preferential agreementssuch as FTAs (Free
Trade Areas) with EFTA (European Free Trade Association) with neighboring Central and East European
countries and Baltic States, Custom Union with Turkey, Cyprus and Malta, The EU- Mercosur Interregional
Framework Cooperation (IFCA) signed in 1995 etc. The net effect of al these bilateral and multilateral
accords have been that the EU is gradually emerging and competing equally with USA with respect to the
economy, environmentand soft security, yet acknowledging thegrand contributionof USA in hel pingEuropean
community to emerge as European Union. EU has aso eatered into sector specific (issue specific)
arrangements with many of theimportant countries of theworld. " Theseinclude cooperation with the USon
homeland security i ssuesand thefight againstterrorism, energy dial oguewith Russiaand establishedpartnership
with other major producers and their organizations, human rights dialogue with many countries, as well as
discussionof global sustainable devel opment with Chinaand India”.

145 EUANDDEVELOPMNT COOPERATIONPOLI cY

The primary and qverarching objective of EU Development Policy as agreed upon by its membersis the
eradication of poverty in the context of sustainable development. It has further committed itself to eight
Millennium Development Goals (MDGs) of eradication of extreme poverty and hunger, achievement of
universal primary education, promotion of gender equality and empowerment of women, reduction in the
mortdlity rate for children, improvement in the maternal health, combating HIV/AIDS, malaria and other
diseases, ensuring environmental sustai nability and working for global partnershipfor development. It further
reaffirm itscommitmentto developmentby finetunning of internal policy andexternally throughaidinitiatives
withinthe parametersof WTO, and continued support to L DCsto achieve morebal anced global development.
Initsunderstandingof theissues, poverty includesall theareasin which peopledf either gender aredeprived
and perceived as incapacitated in different societies and local contexts. The core dimensions of poverty
include economic, human, political, socio-cultural and protective capabilities. " Poverty relates to human
capabilitiessuch as consumption and food security, health, education rights, the ability to be heard, human
security especially for the poor, dignity and decent work. Thereforecombating poverty will only besuccessful
if equal importanceis given to investing in people (...in heath and education....), the protection of natura
resources...to secure rura livelihoods, and investing in wedlth creation (with emphasis on issues such as
entrepreneurship, job creation, access to credits, property rights and infrastructure) (see Para 11 of Joint
Statement d European Parliament, Council, Commission, 2006146101).

Sofar astheeradication of poverty in devel oping countriesi sconcerned, EU devel opment cooperationpolicy
iscentered around moreeffectiveaid system consisting of complementary components of project aid, sector
programmesupport, sector and general budget support, harmonization aid and assistancein crisisprevention,
civil society engagement in aid objectivei mplementation, approximation of norms, standard and legislationin
accordance with different WTO and UN provisions and mandates. In accordance with Paris Declaration,
EU seeksto emphasizeon an improved aid delivery mechanismwhich interaliacomprisesof (i) *'to provide
all capacity building assistance through coordinated programmes with an increasing use of multi-donors
engagements, (ii) tochannel 50% of government to government assi stancethrough country system.. .. (iii) to
avoidtheestablishmentof any new projectimplementation units; and (iv) to reducethenumber of uncoordinated
missions by 50%”. And in its assessment, the most effective instrument for developing countriesis trade
reform in termswith their broader national development plans. In thisregard EU stresses upon " properly
sequenced market opening, especially on products of export interestsfor developing countries, underpinned
by an open, fair, equitable, rules-based multilatera trading system that takes into account the interests and
concerns of the weaker nations. (It) will address the issues of special and differentiated treatment and
preference erosion with a view to promote trade between devel oped countries and developing countries, as
well asamong devel oping countries." Thejoint statement further states" The EU will continueto promotethe
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adoption by all developed countriesof quotafree and tariff free accessfor LDCs... The EU will substantialy
reduce the level of trade distortion related to its support measures to the agricultural sector, and facilitate
developing countries agricultural development.™

EU linksdevel opment with gl obalizationprocessto which it seeksto contributehy optimizing the benefitsand

sharing the costs more equitably for devel oping countrieswithout whicl adurable and peaceful world order -

cannot be achieved. We can-sum up this section by reiteratingsalient poi:its of EU Devel opment cooperation

policy:

1) Poverty reduction acrossthe countries particularly low-income and devel oping countriesisat thecentre
of EU development cooperation

2) Developmentaid should target the tradefacilitationof developingcountries.

3) Globaizationisapostive processfor achieving an equitableworld order.

146 EUAND WTO

EU isoned thekey playersin WTO and the main driving force behind Doha Development Agenda (DDA)
and other multilateral trade negotiations. Its overwhelming presence in WTO is mainly becauseal the 27
member countriesof EU share a common trade policy and in WTO EU acts as one single actor, where the
European Commission negotiates trade agreements and represents the European interests on behaf of its
member —gtates. It may be pointed out here that the legal basisfor EUs trade Policy liesin Article 133 of
European Community Treaty. And it is under the mandate of this article that the commission negotiatesas
onetrading blocin WTO. The EU’s trade decisionsin WTO are thoroughly structured decision taking into
account theindividua and collectiveinterestsof EU members. Article133 constitutesacommittee known as
133 committeeconsisting of the representativesfrom 25 member states and the European Commission. "It
discussesthefull range of trade policy issuesaffecting the community, from the strategicissues surrounding
the launch of rounds of trade negotiations at the WTO to specific difficultieswith the export of individual
products, and considers the trade aspects of wider comrunity policies in order to ensure consistency of
policy. In thiscommittee, the commission presentsand secures endorsement of the member states on trade
policy issues. The mgjor forma decisions (for example agreement to launch or conclude negotiations are
thenconfirmed by thecouncil of Ministers” (Source: http://ec.europa.en/comm/trade/issue). Though European
Parliament haslimited roleto play in termsof trade Policy, “ the assent of EP may berequired for mgjor trade
ratifications, when covering more than trade. However, the commission favour greater parliamentary
involvement in trade policy and hence consultsand informs the Parliament as systematically aspossible.” It
isinthisway that EU coordinatesitsalf in WTO. Now let usconsider the EU policiesand measureson some
of the mgjor tradeissues negotiated and formalized as under WTO.

14.6.1 Non-Agricultural Products

EU commitsitself to tariff elimination or reduction in tariff escalationson the following basis:

1) "Red new market access for all, with the largest opportunitiesfor least developed countries (LDCs)
through tariff and quota-free accessoffered by both devel oped andif possible most advanced devel oping
countries,

2) Developing countriesshould contributeon the basisof their capacity and should benefitfromflexibility
intheapplication of reduction modalities. Thistrand atesintoahigher effort for developed membersthat
developing ones,

3) LDCsand other weak and vulnerable members in a similar situation, should not have to reduce their
tariff, but just bind them;

4)  Developing countrieswho have made effortsto open their markets should get recognition for this. On
this basis the EU has proposed to gpply a nonlinear Swiss formula, achieving deeper cuts on higher
tariffs, aswell assectoral initiativeson | abour-intensiveproductsaf exportinterest to devel opingcountries,
such as textiles, clothing and footwear, to bring tariff on these products as closeto zero as possible.” In
brief, non-tariff barriers, in the analysis of EU, appear to be key to equity and growth particularly of
developingcountries.
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14.6.2 Agriculture

EU endorses the Doha Declarationin this regard, which interalia recognizes (i) establishment of afair and
market oriented systemwith therecognitionof specia and differential trestmentfor devel opingcountries, (ii)
substantial reductionin tradedistorting domestic supportin devel oped countries, (iii) improved market access
and elimination of export subsidies. Asa part of itscommitment on AoA, EU has reduced the bound tariffs
by 36% on average with a minimum tariff line cut of 15%. It has also granted minimum access for specific
group of commaoditiesso asto have 5% of thetotal consumptionopen to competitionfrom imports. In cases
like sugar the EU has used the special agricultural safeguard to provide additional protection. Thus export
subsidieshave been particularly binding in sugar, dairy and poultry sectors. Similarly EU haskept below the
maximum ceiling imposed by AoA on AggregateM easurefor Support (Domestic Support Commitments). It
is worth mentioning the fact that EU has emerged as the single largest importer of foodstuffsin the world.
Thisis partly because of low tariff or zero tariff on non-competing commoditiessuch as tropical products
which the EU does not itself produce and al so partly becauseof the preferential access given to importsfrom
developing countries. Accordingto WTO dtatistics, * 43% of EU agricultural importsin 1999 were eligible
for preferentia access, and a further 24% imports entered under MFEN arrangementswhere the tariff rateis
0%". On an average 30-35% EU imports enter its markets under preferential access arrangements. “ The
proportion of preferential importsfrom devel opingcountriesis higher, at 42%. For ACPcountriesnot in the
least devel oped countriescategory, thefigureis 83 % for | east devel oped countries, under the Everything but
Amms Scheme, thefigureis now 100%.”

So far as the trade in services is concerned, EU has processed the requests of developing countriesin

accordancewith their respectivelevel of development, and particularly for LDCs, it hasfollowed the sector
specific approach with key focus on infrastructure services such as financial services, telecommunications
and transport, EU's offer to devel oping countrieswithin WTO’s framework puts specia emphasi son business
servicesand 'on thetemporary movement of peoplewho provide particul ar serviceson acontractual basisin

theEU'. EU hasasoadvocatedand support the devel oping countries' right to determinetheir own domestic
regulationand safeguard public services. AlsoEU iskey playerin WTO’s negotiationon Trade Facilitation,

which aims at improved transit practices, delimiting red tape, and rectifying incompatiblerequirementsin

export markets. All tHese aim at improvement in the investment climate. In EU's approach, technical

assistanceand capacity building are two integral toolsof hel ping devel oping countriesto cometo the terms
and objectivedf WTO’s rulesand negotiations. Thusinitsunderstanding crucia element of capacity building
for devel oping countriesisto “ maketradean integral part of their national devel opment policies, programmes,

and poverty reduction strategies”. For extending technical assistance to devel oping countries, WTO has set

up a"* Global Trust Fund to which EU's contribution approximatesto over 60% of thetotal funds. EU has
further committed itself in supporting the Integrated Framework (IF) for the least developed countries, *“ a
multi agency, multi-donor program that assiststhe | east developed countriesto expand their participationin

theglobal economy." EU's firm support to devel oping countriesis necessarily guided by itsconvictionthat: (i)

globalization is real opportunity for growth and higher living standards across the world; (ii) multilateral

governanceis needed to ensure that the globalizationbenefits are distributed fairly and equitably; (iii) most

favored nation treatment within WTO framework to continue till the world society achieve a manageable
parity among them; (iv) striking bal ancebetween protectionismand unbridled opening up of markets; and (V)

unifying bondin common global needs, threat perception and social security.

147 EUANDENVIRONMENTALISSUES

Over theyears, environment hasassumed critical saliencein theinternational dial ogueon trade and sustainable
development. Tradeisconsidered as most pervasivemeans of addressing to such environmental issueslike
climate change, protection of ozone layer, waste disposal, energy and natural resources, bio-diversity
preservation and protection. Besides social and economicaspectsof theissuesconcerned, certificatetrading
isconsidered best security towards environmental protection and management. There are three main aspects
of interrelationship between trade and environment. They are: “(i) the environmental impact of trade and
trade policies; (ii) the potential effects of environmental measures on trade flows; and (iii) the use of trade
messures to achieveenvironmental policy ams.™ In other words, thereare unavoidableand (non) negotiable
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linkages between trade, environment and sustainable development. This is what EU has emphasized in
several of theWTO’s roundson environment. It hasemphasizedthat **traderound should maximize potential
for positive synergies between trade liberalization, environmental protection and economic and social
development™. It is on this threshold that the core objectivesof EU environment policy seeks to:

1)  Confrontglobal environmental problem through support for existing multilateral agreement (e.g. climate
change, biodiversity, desertification, chemicals) and international processes(e.g en forests).

2) Promotethe environmental dimension of sustainabledevel opment worldwide.

3) Address specific nationallregional concerns for resource protection and equitable distribution, using
country strategiesand bilaterallregional agreements.

4) Foster greater politica and publicenvironmental responsibility throughpolitical dialogue, intitutional and
civil society supports.

5)  Ensure maingtreaming of environmental and sustainability considerationsin all relevant policy areas a
theinternational level.” (Source: EC/SEC/2002) 271: Environmental I ntegrationin the External Policies
o the GAC).

There cannot be any uniform approach to addressing environmental issues bilaterally and multilateraly.
Thus, dial oguewithindustrializedcountriesshould placemoreemphasi son dignment of approachesin advance
of international environmental negotiationsand on " discussionson the natureof burden-sharingarrangements
inlinewith theprincipleof differentiatedresponsibility™, but with devel opingcountriesmoreon " identifying
and discussing the environmental problems that hinder their development, and seeking ways to assist them
with effective negotiation and implementationof MEAs, with aparticular emphasison capacity building and
institutional strengtheningneeds.™

EU has dways pushed the factoral linkage of environment with trade and investment on the one hand and
regional environmental security on the other. 1t hasfollowed two-fold approach in thisregard. It hassigned
bilateral negotiationwith countrieslike Russia, USA, China, India, and secondly, it hasmultilaterally supported
the MEAs implementationand execution. EU has broadened the scope of environmental integrationin all
areas of peace, security and disarmament. Therefore, the core objectivesfor EU's external policy include
meany Cross-cutting issues such as.

1) Promotion™aof theenvironmental dimensionsin all areasof post-conflictreconstructionfrominstitutional
and civil society support to infrastructure projects; support environment activities”.

2) Markingsurethat the'™ environmental factorsarefully addressedin conflict prevention activities,working
to reduce tensions over accessto and use of natural resources.”

3) Makingcomponentialimprovementsin*human rights, democratizationand governancefor environmental
ends.”

4) Effectivizingand" reinforcement of thecurrentinternational ingtitutional framework for theenvironment.”

For environmental protection, other key instruments of EU's policy includes: (i) making environmental

certificationasessential element of EU's trade palicy; (ii) reducingor eliminatingtariff and non tariff barriers
to environmental goodsand services, (iii) eco-labeling; (iv) extension of technical and other expert support to
devel oping countriestowardsbetter environment; (v) providingadditional incentive underits GSPprogrammes
for the efforts made by developing counties domesticaly; (vi) regulating investment conditions towards
environmental ends; (vii) environmental impact of trade to be addressed within the ambits of article XX of

GATT, the sanitary and phytosanitary (SPS) agreementsand articles, agreement on Technical Barriersto
Trade, TRIPs and biodiversity and traditional knowl edgeetc.- For better international environmental governance,
EU hasadvancedthefollowing proposals; (i) strengtheningof the Global Mini sterial Environmental Forumas
the cornerstonesaf a coherent international environmental governancesystem; (ii) enhancing synergiesand

146



linkage between existing MEAs by a thematic, functional and/or regional clustering; (iii) providing UNEP
with adequate, predictable and stable finances; (iv) promoting donor coordination between EU Member
Statesand with third donorsininternational financial organizations; (v) supportingintegration of environmental
considerationswithintheinternationalinstitutions’ activities(systematicenvironmental impact assessment of
financing programmes,adoption of guidelinesfor environmentally sound financing projects,on themodel of
the OECD Recommendationon Common A pproacheson Environment and officially supported export-credits);
and (vi) supporting the establishment of environmental management systems in institutions engaged in
international cooperation™. (Source: SEC (2002) 271)

14.7.1 EU’s Initiativeson Climate Changes

Evidencesshow that during last fivedecadesearth’ average surfacetemperaturehas risen by {1.6%, triggering
serious problemsfor life forms on the earth. Much of the attributed reasons for globa warming include,
deforestation and burning of fossil fuels, causing raised level of C02 in the environment. EU has made
concerted effort in getting through two international treaties on the subject- United Nations Framework
Conventionon Climate Changeandits Kyoto Protocol . Under the protocol devel oped countries havecommitted
themsalves to reducing their emission of six key greenhousegases by at least 5%. The group targets include
8% cut by Switzerland, Central and East European States, and EU, 7% by the US; and 6% by Canada,
Hungary, Japan and Poland, Russiaetc. Further each country's emission target to be achieved by the period
2008-12. Itfurther providesfor establishingan internationa* emissionstrading' alowingindustriaizedcountries
to buy and sell emissionscredits amongst themselves. Thisincludes setting up emission-reduction unitsin
developed and devel oping countries. 1t ison the basis of above protocol that the EU has approved its own
European Climate Change Programme (ECCP), minutely regulating emission norms in EU's countries. In
the first phase of ECCP, total Green House Gases emission in the EU-25 has decreased by about 5%
between 1990-2003. Average emission of Six green house gasses remain below 3%. The second phase of
ECCP particularly concentrateson regul ating Euro normsin transport sector (includingaviation and vehicle
emissions), carbon captureand storageand the role of the EU in reducing vulnerability and promoting adaptation.

148 SUMMARY

What we have learnt from above analysisthat globalization multilateral governanceand regional integration
are mutually reinforcing processes converging on the establishment of equity and justice through trade
liberalizationin the world society. And it isin this aspect that EU has emerged as key player in the WTO
system. EUs tradeliberalizing efforts and special targeting of development cooperation policy has multiple
advantagesfor itsimport-export promotion and emergenceof it as probably one of the powerful political and
economic bloc in the world. Linking of trade with environment, democracy and human rights standardizes
globalization as positive process wherein meaning of governancetakes a quantitative and qualitative leap.
Working of monopoly, as one has witnessed, with the working of Breton Woods Institutions is being
democratically tempered and replaced with the notion of equity and justice in the emerging liberal-global
order.

14.9 EXERCISES

1) How hasGlobdlization transformed the notion of Governance?

2) Describethefunctionsand roleof WTO in International Economic Relations

3) Evaluatetherole being played by European Unionin globalized trade.

4) Analysethe European union's Development Policy aimed at eradication ok poverty.

5)  Writeanessay on European unionsstandson agricultural and non-agricultural issuesin WTO negotiations.

6) AssessEuropean union's initiativesand rolein environmental protection and climatechange.
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