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Abstract: The changing situation in the world economy is remted with growing
competition on global markets. This new situatiorates growing possibilities for
some, for others loss of gains. The goal of theopean Union is to be more
competitive on the world market and to keep thelileg position in world trade. The
article focuses on an assessment of the EU traalegy “Global Europe: Competing in
the world”, that was carried out in the period 2608010. The analysis is provided in
three steps. First of all, changes in the worldneoay as a factor influencing trade
policy are shown. Secondly, the main priority areddrade strategy are described.
Finally, the progress achieved in the Global Eureategy is analysed. Conclusions
are based on method of deduction and calculatiarthafges in the EU’s market share,
trade integration and trade balance in 2006 - 20he. results of trade analysis showed
that preferential trade agreement is not a sufficisstrument for increasing trade and
that more trade opportunities do not always havedan lower unemployment.
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Introduction

The European Union (EU) is an important economipalitical and cultural centre of

the world economy. It constitutes more than sevemagnt of the world's population and
has the largest economy in the world (Euroskop,1201The EU is also the leading
exporter, provider and recipient of foreign direotestments. However, statistical data
prove that the EU share on world exports and ingpisrgradually declining.

Changes in the global economic order and the gmpwiummber of exporters that have
been competitive on the world market during the¢ ta® decades caused redistribution
of market shares between emerging and developentreegs; and among developed
countries themselves. The EU had to respond tonthig situation in order to vindicate
its leading role in world trade. The former EU Tea@ommissioner Peter Mandel$on
(2007) argued that: “the EU has passed from itsicental phase to its global phase.”
The central goal of the European Union in the @etade was to become the most
competitive and the most dynamic knowledge-basesh@ay in the world by 2010.
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This goal was embodied institutionally in the Lisbstrategy in 2000 that was revised
in 2005. Steps were set out in the renewed Lisliategy that the EU must deliver
growth and jobs. It underlined that “an open mankéh high quality internal rules,
effectively enforced, in areas such as competitiongvation, education, research and
development, employment, social cohesion policyessential in helping European
companies compete globally” (European Commissi®ngsa). It highlighted the need to
ensure open markets around the world. Strengthéhm@uropean internal market and
improving the EU’s competitiveness in the globabmamy invoked the request to
consider the EU trade policy as an integral pa# wfider approach to economic reform
and competitiveness. In 2006, Peter Mandelson ptedehe Commission with a new
trade strategy “Global Europe — Competing in therM/o This strategy integrated trade
policy into the EU’s competitiveness and econorafomm agenda.

The paper focuses on the EU trade policy, espgdiad main priority areas of the trade
strategy for 2006 — 2010 and the development oEthis merchandise trade during this
time. Using the method of deduction and trade aislyt will show progress achieved
in the Global Europe strategy. The analysis willinéertaken in three steps. In the first
step, external challenges the EU is facing today simown. In the second step shall
present priority areas of trade strategy. And finaprogress in the Global Europe
strategy will be discussed in the third step. Thainmintention will be to focus on
changes in the EU’s market share, trade balancettandevel of the EU’s trade
integration in comparison with the unemploymenériatthe period 2006 — 2010. From
this point of view, ex-post assessment of the Ql&éhaope strategy should open the
door for the consideration of the priority areastled new EU trade strategy for the
period 2011 — 2020.

Theoretical background of the EU trade policy

Trade policy generally represents a complete fraonkewof laws, regulations,
international agreements and negotiating stanceptad by governments to achieve
legally binding market access for domestic firmo¢@e, 2003, pp. 356). Kerr (2007,
pp. 1) states that trade policy deals with economefiects of direct or indirect
government interventions that alter the environmemider which international
transactions take place. In the EU, trade policyofficially called the Common
Commercial Policy (CCP) and represents one of itlsé dreas in which the European
Commission (EC) was granted exclusive competdncghe definition, scope and
objectives of the CCP were set out in Articles 180y the Treaty of Rome for the first
time. The objectives were defined as follo¥s: contribute, in the common interest, to
the harmonious development of world trade, the msgjve abolition of restrictions on
international trade and the lowering of customsrimas” (Elsig, 2002, pp. 26). The
CCP is based on uniform principles, particularlyrémard to changes in tariff rates,
conclusion of tariff and trade agreements, achi@mnof uniformity in measures of
liberalisation, export policy and measures to mbteade such as those to be taken in
case of dumping or subsidies (Elsig, 2002). Thenmyastitutional role in the realisation

3 Exclusive competences means that the EU alonblésta legislate and adopt binding acts in
fields such as customs union, competition rulesiwithe internal market, common commercial
policy, etc. The role of Member states” is therefomited to applying acts, unless the Union
authorises them to adopt certain acts themseleesAS8icle 3 of the TFEU.
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of the CCP is ascribed to the European Commisdlm,Council of the EU and the
European Parliament. Sincé danuary 1970, the decisions under the CCP have bee
made by the qualified majority

The devolution of national competencies in thedradea to the supranational level is
officially presented as an advantage in negotiatiith third countries. To speak with
one voice on behalf all the EU member states ptesestrong negotiation position of
the Commission. But practically it is often verffidult to reach a compromise among
27 countrie3 Some authors even consider the exclusive reliancéie Commission’s
negotiating abilities not efficient. It generatesugh frustration among EU’s major
trading partners, including China, which do not wneho to talk to (Messerlin and
Wang, 2008).

While the objectives of the CCP remain unchangethito day, the scope of the CCP
was gradually extended. It was influenced by thangmng situation in international

trade. After the Treaty of Rome had been signed, @ommunity’'s economy and

external trade were geared mainly to production taade in industrial products. Later,

the services sector became the main source ofvyitbin the EU and accounts for a
substantial proportion of its international tradéis change partly occured due to very
stiff competition from newly industrialized courgs in traditional sectors, and partly
due to the economic changes brought about by tiveinfermation and communication

technologies (Europa, 2012).

The GATT® negotiations also evoked necessary changes irsdbpe and decision
methods in the CCP. In the GATT and later the WT&gatiations, the Community’s
attempts to speak with one voice during negotiatisrere often hindered by single
member countriés The shared competence of the Community and thebmestates in
areas that were not included in the exclusive cdemme of the EU caused that
negotiations proceeded slowly and very often wiffiadiities. Where the competence
was shared, national ratification procedures wemdied. This led to the delay of trade
agreements coming into force (Elsig, 2002). Thtaasion decimated the negotiation
position of the EU with third countries.

* The qualified majority (QM) is the number of votesgjuired in the Council for a decision to be
adopted. The majority is represented by 255 vae®ba total of 345. Moreover, a member state
may request verification that the QM representsast 62% of the total population of the Union.
When the Lisbon Treaty came into force, a new syst@mown as “double majority” was
introduced. it will enter into  force on 1 November 2014. See
http://europa.eu/legislation_summaries/glossaryffigeh majority_en.htm

® For example in 2008, at negotiations between merstades of the EU and the Commission,
twenty countries refused the proposal of the WT@uabktrade liberalization, and later the
Commission had to present their stance in multgdtéora in the WTO. According to Elsig
(2002, pp. 36), the work committe is divided inteotcamps: a liberal North (Great Britain,
Germany, the Netherlands, Denmark, Luxembourg,latand in non-agricultural matters) and a
protectionist South (France, Spain, Portugal, BefgiGreece and lItaly).

® The General Agreement on Tarriffs and Trade (GAW&} signed in 1947. It is a predecessor
of the World Trade Organization (WTO) that begarkwan ' January 1995.

"For example the Uruguay Round nearly collapsed9®@01in Brussels at the Ministerial level
due to the inflexibility of the European positianagriculture (Elsig, 2002).
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The first extension of the scope of the CCP wasudnb by the Maastricht Treaty in
Article 133 (ex Article 113). It allows the Councdfter consulting the Parliament, to
lead international negotiations and to sign agregmen services and intellectual
property rights where they are not already covénethe CCP. The Amsterdam Treaty
as well as the Treaty of Nice was intended to ®rritlarify the situation by providing
the EU with an extended scope of the CCP. The skeatension of the scope of the
CCP was brought by the Lisbon Tré4tlyat came into force on thé December 2009
after having been ratified in national parliamentsthe EU’'s member countries.
According to article 207 (ex Article 133 TEC) o&tl€onsolidated version of the Lisbon
Treaty, the uniform principles of the CCP will bppied on trade agreements relating
to trade in goods and services, the commercial caspef intellectual property and
foreign direct investment. The Lisbon Treaty extenthe scope of exclusive
competences in the CCP, and thereby significaritiuces the need for further mixed
agreements (Bungenberg, 2010).

A qualified majority is the main decision methodtleé Council in the realisation of the
CCP now. But for the negotiation and conclusiomgfeements in the fields of trade in
services and the commercial aspects of intelleqtoaperty, as well as foreign direct
investment, the Council shall act unanimously whetech agreements include
provisions for which unanimity is required for thdoption of internal rulé{Treaty on
the Functioning of the EU, article 207).

While the role of the European Parliament was anbrginal, after the Lisbon treaty
had come into force, the influence of the EuropRariiament was strengthened. It has
the right to be consulted before a trade agreeamshparliamentary consent is required
in almost all cases of new agreements. It meartsthieaEuropean Parliament has the
power to force the Commission and Council to respagironmental and human rights
obligations in the area of the CCP. Trade poliay teerefore be used in order to attain
non-economic objectives (Bungenberg, 2010). Thditisation” of the CCP is often
the subject of discussith In essence, it is possible to agree with Arca3@} that
trade is about money, and money is a powerful unsént for fostering political
relations.

8 The Lisbon Treaty includes two treaties — the fyrem the European Union and the Treaty on
the Functioning of the European Union.

° The Council shall also act unanimously for the niegjon and conclusion of agreements in the
field of trade in cultural and audiovisual servieesl in the field of trade in social, education and
health services. See the Consolidated Version dftimetioning of the European Union.

0 For example $tbova (2010) asks a question if the strengthenilg of the European
Parliament does not slow down and prolong reactiortee anti-competitive practices of foreign
subjects, and if it shall not have a negative immacthe EU industry because of this. Another
example of the politisation of the CCP is appareamnf the paper ,Closer Partners, growing
responsibilities”, where the Commission mentionsrteed to leverage the potential of a dynamic
relationship with China based on the EU values,tankles political issues such as human rights
or China’s transition towards a more open and plsoaiety. Messerlin and Wang (2008) point
out that such goals should be handled by the Earapat large (governments and civil society),
not by their trade negotiators.
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Long-term trends in world economy as a factor inflencing the EU trade policy

Changes in the global economic order, such asntieoéthe Cold War and building of
new democratic states, are significant for the &vedonomy and international relations.
Driven by growing trade, falling transportation tgsand revolution in information and
communication technology, global economic integrais quickening. On the one hand,
it creates opportunities for growth and for devetemt, on the other hand it puts new
pressures on global resources and create new citioypé&r EU workers and industries.
The world economy is therefore facing a new phemmme Emerging big open
economies, such as BRYCplay an increasingly important role in the woeldonomy
although the average standard of living there ramaonsistently lower than in the old
industrialised countries (see Figure 1). While digwed countries — the gross domestic
product (GDP) in purchasing power parity (PPP) pead in the USA, the EU and
Japan was higher than the world average, the demglBBRIC was under the world
average in 2008 all the time.

Figure 1: GDP per head of selected countries in 106 2008 (GDP PPP in 2005
prices, % of world average)
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Source: Own figures based on data from CEP II, WBddnomic Overview, 2009.

In the long term tendency, it is evident that thé &d the USA recorded a decline of
their share on the world production (see FigureT™)e decline of the EU's share on the
world production was 9 p.p. in 1960 — 2008, muclrarthan it was in the USA (-6.2
p.p.). Japan achieved fluctuating developmenthenithole Japan increased its share on
the world production by 1.4 p.p. at the same timecontrast to the USA and the EU,
the emerging BRIC recorded a growth of their share the world production.
Particularly China’s progress marks an obvious restitwith the developments of the

1 BRIC is a term used in economics to refer to the doation of Brazil, Russia, India and
China. The term was first used in the thesis of @eld Sachs investment bank. Goldman Sachs
argue that the economic potential of Brazil, Rushkidia and China is such that they may get
among the four most dominant economies by 2050a#r2008).
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EU and the USA, when its production share grew ffio8% in 1960 to 11.3% in 2008
(CEP IlI, 2009). It was caused by the fact that samdeistries moved from developed
countries to these low income countries, the aime Heeing to cut down production
costs and achieve more production gains and cotiveekss.

Figure 2: Share of selected countries on world pragttion (% of world total)
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Source: Own figures based on data from CEP II, WBddnomic Overview, 2009.

Trends in the development share of selected casntm the world production are also
reflected in their share on world exports. While 88U’s share on world merchandise
exports was 24.5% in 1960, it was only 16.0% in@(Burostat, 2011). It means that
the EU recorded a decline of its share on worldoetspby 8.5 p. p. It was less that the
USA recorded (-14.9 p.p.). It is surprising that tBU was more competitive when it
included only six member countries (in 1960) thath\27 EU’s countrie¥.

An opposite development was recorded during thie38syears in China. Its share on
world merchandise exports has grown by more thap.fp2Brazil, Russia and India too
have increased their share on world exports in 19010, but the growth was not
enormous (only about 1 p.p) You can see the long term development of the EU’s
share on world merchandise exports in comparisdh thie main EU’s competitors in
Figure 3.

The EU recorded a declining trend on the imporesido. While the EU’s share on
world imports was 23.5% in 1960, it was only 17.8%2010. The decline by 6.2 p.p.
during the last fifty years on the import side W@ser than was recorded on the export
side. In comparison with the EU, the USA also rdedra decline of share on world
imports, but only by 3 p.p. The import shares ofi@Rvere different. While China and

2 patain figures 3 and 4 reflect successive evofutif the EU from 6 to 27 member countries.
13 For additional information see http://epp.eurastaeuropa.eu/cache/ITY_OFFPUB/KS-GI-11-
001/EN/KS-GI-11-001-EN-TOC.PDF
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India increased their share on world imports in@962010 by 9 p.p., or by 2 p.p.,
respectively, Russia and Brazil achieved a smallinke of their share (Eurostat, 2011).

Despite the successive EU’s decline of share ondwwmade, the EU remains the

world’s most important source of goods. AnalysethefEuropean Commission showed
that the EU’s companies are able to sell productgemium price because of quality,
branding and related services. The Commission ctaleese products ,up-market"

products. Now they account for a third of the wadlsmand and represent half of the
EU exports, and it is not only luxury consumer ggadout a whole range of products,
including intermediary goods, machinery and tramspequipment (European

Commission, 2008). The EU’s comparative disadvantagthe primary sector is also

balanced by a comparative advantage in the sepdctor and in high-tech products.
With 18.5% of the world market for high-tech protum 2005, the EU has become the
principal exporter ahead of the USA and Japan (ifigid 15). Although in this paper the
EU is considered with 27 member countries, it ipamtant to keep in mind that there
are differences in member state performance, arafettexist many routes to

competitiveness.

Figure 3: Share of selected countries on world mehandise exports in 1960 - 2010
(%)

30

- = USA
15 - -+ =JAPAN

——— CHINA
10 +

0

1960 1970 1986 1990 1995 2000 2005 2010
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In 2005, the EU recorded the most important madtetre in Russia (54%), Brazil
(30.5%) and India (28%). The EU’s market sharehm& was below its global market
share (it was 19.5% in 2005). But the EU’s expatf@rmance varies significantly
between the destination markets over the periobleTa shows the fact that the EU
has lost significant market share on some of th&-deowing emerging markets,
particularly in Asia (11 percentage points losdndia, for instance). The loss on the
Russian market was also significant (-9 p.p. loBke EU’s market share in China was
also declining (almost 2 p.p.) in the period 199526805. In the long run, this

1 Table 1 shows data for 25 EU member states.
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underperformance on some of the most promising etartould undermine the overall
position of European Union in international tride

Table 1: Change in the EU’s market shares on selext markets in 1995 - 2005

China India Brazil Russia
Market P-P- Market P-P- Market P-P- Market P-P-
change change change change
share- share- share- share-
2005 1995- 2005 1995- 2005 1995- 2005 1995-
2005 2005 2005 2005

14.0% -1.82 28.0% -11.12 30.5% -1.17 54.0% -9.13

Source: Own table based on data from European Gssiom, 2008.

Likewise, historical data about development of werld population prove that China
and India are the most populous countries (seer&igl From this point of view, this
factor of population should also play an importesie in the consideration of the EU
trade support for the future.

Figure 4: Population of selected countries in 1966 2008 (World = 100)
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Specification of the EU trade strategy — “Global Ewope”

The changing global economy has become appealinthéoEU. In order ,not to be a
wall against globalisation but a way of engagin@‘iiMandelson, 2007), the European
Commission adopted a new strategy to integrateetradlicy into the EU’s

1n contrast, the EU’s market share in the USA ieeth stable over the period (1.5 p.p.
increase) at one fifth of the import market in 2@QE8ropean Commission, 2008).
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competitiveness and economic reform agenda. Theypokview “Global Europe:
Competing in the World” set out a strategy for dpgnnew markets abroad for EU
companies to trade in, ensuring that European compavould be able to compete
fairly in those markets. The Global Europe strategyered the period 2006 — 2010 and
proposed eight specific areas of action (Europeamr@ission, 2010a):

The WTO Doha Development Agenda.

Launch of new competitiveness-driven free tradeagents.
Transatlantic trade and competitiveness.

China.

Intellectual property rights enforcement.

Renewed Market Access Strategy.

Public Procurement.

Review of the Trade Defence Instruments.

Two thirds of the EU extra-EU imports are incorgethas inputs in the production
process (European Commission, 2008). This very blggre of inputs in the total EU
imports, even when energy products are excludedpdstrates very clearly that the EU
as a whole relies heavily on global sources fouisgncorporated in its production
process. To ensure higher competitiveness on theédwwoarkets, the EU rejects
protectionism at home (on the EU internal markat) supports opening markets abroad.
The EU promotes free trade upon multilateral, alt agebilateral negotiations.

Support of multilateral trade liberalisation thatdarried out in the WTO is the first
priority the EU. Despite the continued growth of)'& extensive network of preferential
trade agreements, some 85% of the total EU imemtisred under the MPRiregime in
2008, highlighting the fundamental importance @ thultilateral trading system for EU
trade (WTO, 2011a). At this time, this “non-prefatial trade” was realised by the EU
with only nine countries, such as the USA, AustralCanada, Japan, New Zealand,
Hong Kong/China, Taiwan, South Korea and Singap®teough the WTO, the EU
seeks to ensure new markets for European compantiesrve the rules and make sure
others also play by the rules and promote sustkrdgyelopment in trade.

In the Global Europe strategy, the EU identified stuccessful conclusion of the Doha
Development Agenda (DDA) as the EU’s top prioritjxie main attention of the EU has
been focused on the areas of non-agricultural maeess (removing tariff peaks and
tariff escalation), liberalisation of trade in comruial services, public procurement and
enforcement of intellectual property rights.

The Doha Development round was launched in 2001tladriginal intention of the
WTO members was to conclude negotiations at th#h difinisterial Conference in
Hong Kong in 2005. The work programme included mdaspectrum of areas. The
subject of negotiations was agriculture, serviaaesrket access for non-agricultural
products, trade related aspects of intellectualpg@rty rights and other so called

% The most-favoured-nation (MFN) treatment is thégiple of not discriminating between
one’s trading partners (see GATT Article I, GATStiéle Il and TRIPS Article 4). In other
words, the MFN principle is about treating other @/Mmembers equally.
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“Singapore issues”. However, until now, trade ministers have beenbimao reach
any final agreement on all details to be concluideithe negotiating package. The main
single issue that prevented the WTO members fraohiag an agreement on the Doha
Round modalitie¥ in July 2008 was the special safeguard mechartisindeveloping
countries could use in the event of a significantge in imports of agricultural
product$®. From the second half of 2008 onwards, the magiaates have been tied to
external factors, such as uncertainty over the exqumsnces of the economic crisis on
various sectors in the WTO member economies, whiompted policy-makers to take
a more defensive stance. Elections and changingrgments in some key WTO
member states also led to re-positioning in theotiaions (European Commission,
2010a). Although the EU accepted the demands of Wiginber countries and took
compromise suggestioiisit presented the stance of only 27 EU membeestibm
the overall number of 153 members of the WTO. Thasequences of the Single
Undertaking, which expresses “all or nothing” tak®nthe WTO members at the start
of the negotiations, impede the conclusion of tie@Development Round.

The second specific areas of Global Europe aretfeele agreements (FTAs). These fall
into a number of categories. There are the Assooidgreements with states in south
eastern Europe (Western Balkan) and the Euro-Methgra that have been largely
motivated by a desire to promote economic developraad political stability in the
EU’s near neighbourhood (the political aspectsudet! into the trade agreement have
been mentioned before). There are the Economicn&attip Agreements with the
Africa Caribbean and Pacific states that are Igrgedtivated by development policy
objectives. Finally, there have been the bilat€&BAs concluded with South Africa,
Mexico and Chile and the region-to-region negatiatinderway with Mercosur that is
more commercially motivated. In addition to thesB-fledged FTAs, there is a whole
range of other co-operation agreements, includifigrte to promote regulatory co-
operation with the USA. The history of contractifigAs is long and the attitude to their
concluding has changéd.

1 ~Singapore issues” in the DDA include investmeamdmpetition, transparency in government
procurement and trade facilitation. They are cal®ithgapore issues” because they were open to
negotiation at the WTO Ministerial Conference ingaipore in 1996.

18 Modalities refer essentially to the specific nuitalr targets, various flexibilities and other
parameters that would define specific commitmenésWTO members would need to undertake
on industrial and agricultural products.

9 There were a number of studies published to assessconomic impact of the Doha Round for
the world. For example CEP Il (2011) finds that agjture would contribute 25% of the world
income gains, industrial products would contrib@2% and services 43%. The main winners
from a substantial tariff reduction for industriptoducts were found either within advanced
developing countries or small developer countriasterms of relative gains expressed as a
percentage of GDP. But the gains for the poorestcvoe limited.

@ Suggestions included inter alia minimum averags ofi54% and 38% to EU bound tariffs for
agricultural and industrial products, respectiveynd to reduce its overall trade distorting
subsidies for agriculture by 80%. The EU also faultg argued for more liberalisation in
services, and for substantial reductions in noifftaarriers (European Commission, 2010).

2 Although it was not a formal policy, the EU exserd a de facto moratorium on new FTA
negotiations in 1999. It was a consensus of the lmerstates and the Commission during the
preparations for the Millennium Round of the WTO. dén the direction of the EU Trade
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The Global Europe strategy focuses on a new geoaraf FTAs. Until now, bilateral
agreements have supported the EU’s neighbourhodddamelopment objectives, but
the main trade interest was limited. In order fog trade policy to help create jobs and
drive growth, economic factors must play a primeole in the choice of future FTAs.
The Commission staff document states: “The decitioiaunch negotiations should be
taken case-by-case, based on these economic afitetialso our partners’ readiness
and broader political considerations” (European @ussion, 2006b). New FTAs
should also include provisions for investment, IBRblic procurement and competition.
The key economic criteria for new FTA partners dtidae market potential (economic
size and growth) and the level of protection ageaihe EU export interests (tariff and
non-tariff barriers). Based on these criteria, ASEAorea, Mercosur, India, Russia
and the Gulf Cooperation Council emerged as présriflbid). Other ongoing bilateral
trade negotiations are not covered by the Globabji approach, but they have an
important role to play in achieving the objectivset out in Global Europe (European
Commission, 2010a).

Transatlantic trade is another part of Global Eerofhe transatlantic trading
relationship between the EU and the USA is by lierlargest in the world although it
passes off on the principle of MFN, without anyfprential treatment. The EU and the
USA economies account together for about half efehtire world GDP and for nearly
a third of world trade flows. Investments and traaee the real drivers of the
transatlantic relationship, contributing to grovathd jobs on both sides of the Atlantic.
The value of their bilateral trade daily achievésR=1.7 billion (Europa, 2012). Despite
this fact, there are a lot of non-tariff barriehatt negatively affect trade between the EU
and the USA. A study from 2009 estimated that #raaval of half of the existing non-
tariff measures and regulatory divergences wowdddiate into an increase in GDP of
EUR 163 billion by 2018 on both sides of the AtlafEC-DG Trade, 2012). The main
interest of Global Europe focused on removing rauifft barriers and promoting
enforcement of intellectual property rights agaipisacy and counterfeiting (European
Commission, 2006b).

A new relationship with China presents another pdrthe Global Europe strategy.
China’s economic rise is affecting all areas of wwgld economy. And from this point
of view, an economically strong China with a rapidihcreasing middle class is a
growing opportunity for EU exports. But until nothe EU has regularly been recording
a bilateral deficit in trade with China. The mamason of this is seen in barriers to
access the Chinese market, especially in the fdrmop-tariff barrieré’. The lack of
effective intellectual property protection is armtithreat for the EU producers. To
better reflect the importance of their relatioree EU and China agreed on a strategic

Commissioner Pascal Lamy, the priority was a muadtitd round. In 2003, the Commission
issued a policy statement which presented the Wt the DDA remained a priority, but the
FTAs would not be ruled out in principle if theyferfed clear economic benefits and, in cases of
region-to-region agreements, the EU’s partners sdoavidence of progress towards regional
integration. During the Prodi Commission, the D@Gde Commission kept to the moratorium
because new bilateral negotiations would have weakehe EU’s position in pushing for a
comprehensive multilateral round (Woolcock, 2007).

22 Costs from non-tariff barriers in China were caltedaat the value of EUR 20 billion. See
http://ec.europa.eu/trade/.
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partnership in 2003 on the basis of the idea tEatr6pe and China can do more to
promote their own interests together than they witer achieve apart” (European
Commission, 2006c). The key objective of the negumths for a new Partnership and
Cooperation Agreement (PCA), which will also updadte 1985 Trade and Co-
operation Agreement, will be better access to then&se market for European
exporters and investors, going beyond WTO commitmeletter protection of

intellectual property and mutual recognition of geaphical indications. Negotiations
on a comprehensive PCA started in January 2007.

The area of intellectual property rights (IPR) weasot topic before the admission of the
Global Europe strate@¥ In the knowledge-based economy, companies ®sdyity on
IPR to compete effectively in third country markethierefore, the protection of IPR
has to be ensured by trade policy instruments.eSine adoption of Global Europe, the
Commission has taken several initiatives in thisldfi such as monitoring the
implementation of the IPR clauses included in tkisteng FTAs, reinforcing specific
IPR dialogues with certain key partners such an&HRussia, Ukraine, etc., promoting
the debate on IPR enforcement, often in cooperatigith the USA, Japan and
Switzerland in the WTO, expanding technical asaisainitiatives to third countries
with enforcement and providing support in partictla EU small and medium-sized
enterprises operating in these countries, negogathe Anti-Counterfeiting Trade
Agreement to tackle the growing international tradéPR-infringing goods, engaging
in customs cooperation on IPR enforcement withEkks main trading partners, etc.
(European Commission, 2010a).

The market access strategy (MAS) helps Europeanpanms access third country
markets by providing information on market accesnmditions and removing market
access barriers. The MAS was launched in 1996, #fteeUruguay Round, in order to
help enforce multilateral and bilateral trade deadd open third countries markets. The
Market Access Database was created to help implethenstrateg’. The renewed
MAS, as a part of the Global Europe strategy, wasused on identifying and
prioritising sectors and markets where the remafarade barriers would create the
greatest gains for EU exporters. The renewed MA8est operating on the partnership
structure involving the Commission, the EU membates and business. It led to a
regular review, announcement of priorities and répg on progress maéfe

An initiative to open third countries public proemment® markets was considered to be
another possibility of how to increase the competitess of the EU’s producers on the
third markets. Now government procurement accofont46% of the EU GDP and can
be as high as 20 — 30% in developing and emergingtdes (European Commission,

2 The Commission adopted the Strategy for the Enfoece of IPR in Third Countries in 2004.
%4 Free access into the database on www.madb.europa.e
% The significance of MAS occurred especially dgrthe world economic crisis in 2008-2009.
Thanks to the existing MAS, the Commission was dbl@rovide crucial information for the
WTO and G20 initiatives to prevent protectionisnhdencies following the financial crisis
(European Commission, 2010).

Public procurements are purchases of public aitéb®rfor public money. They are often
considered as a key instrument of public policiesgional integration and an important
component of development.
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2010a). Global Europe was supposed to eliminateridighation practises of third

countries, which prevented the EU producers froeessing their public markets. In
2006 — 2010, the Commission led bilateral negatitiin this case and also initiated
extending the membership and the coverage of theeehgent on Government
Procurement (GPAJ in the WTO.

Global Europe also called for an update and modatioin of trade defence instruments
(TDI)?, started by the Green Paper at the end of 2006tHBureform of TDI had to be
postponed because of the lack of consensus amerigdhmember states, especially in
the time of the economic crisis. The main objectha reform was to make sure that
TDI are used effectively, and to adapt their usmghe changes in the global economy
(European Commission, 2006c).

Discussion on the progress of the Global Europe stregy

The main object of the Global Europe strategy was contribute to more
competitiveness of the EU in the world. As Mandglsaid,: “A stronger EU economy
at home means Europe has to be more competitiveadb(European Commission,
2006a). How the EU was successful in increasinghigge on world merchandise trate
in the period 2006 -2010 is shown in table 2.

Table 2: EU’s share on world merchandise trade in@6 — 2010, value of billion
euro (%)

2006 2007 2008 2009 2010 2006-2010 p. p
Exports 17.5 17.4 16.7 17.2 16.0 -1.5
Imports 19.0 19.1 191 18.0 17.3 -1.7

Source: Own table based on data from the Europeann@ssion (2011) and own calculation.

Based on the changes in market share, the longterdency in the decline of the EU’s
market share continued in the period 2006 — 2010ring the period under
consideration, the EU share on world exports angbits declined by 1.5 p.p. and 1.7
p.p. It was influenced by several factors, mainly the financial crisis, and the
subsequent credit crunch and recession that catieedall of foreign as well as
domestic demand. According to the WTO report (2010) 2009 the world GDP

2" The Agreement on Government Procurement is alalieral treaty with 15 parties: Armenia,
Canada, the EU, Hong Kong, Iceland, Israel, Japamed& Liechtenstein, the Netherlands with
respect to Aruba, Norway, Singapore, Switzerlandn€de Taipei, the United States.

2 TD] include anti-dumping, anti-subsidy, or safeglimmeasures carried out to defend the EU’s
producers against unfairly traded or subsidiseditspand against dramatic shifts in trade flows
in so far as these are harmful to the EU economay. delditional information about TDI see
http://ec.europa.eu/trade/.

2 The position of the EU in the world trade in comaia@ services was not analysed in this
paper, because data that were published by Eurios2i07 and 2008 cover the period 2001 —
2005, respectively 2003 — 2006. Data that wereiglibdtl by the WTO are also not accessible in
the demanded structure and for the considered peMoreover, Global Europe did not devote
special attention to the services sector.

83



dropped by 2.3%, world exports and imports felltly2% and 12.9%, respectively, in
real impression. In nominal value, merchandiseetrdibpped by 23% and commercial
services trade fell by 13% in 2009. Although theluhe of trade was synchronised
across countries and regions, the EU decline afetr@as higher than was the world
average, -14.8% on the export side and -14.5% enirtiport side. The crisis also
strengthened protectionism in different forms (gitowf export as well as import tariffs,
non-tariff barriers, government intervention andbsidies to particular sectors,
preference of domestic producers, currency wacs) &t world trade, although at the
world forum, represented by the summits of the & 2be meetings of the WTO, etc.,
protectionism was refus&d Sectoral polarisation of EU exports was anothetdr that
had a negative impact on the EU trade in the moedtoHuge losses were recorded in
automotive products, industrial machinery, officel delecom equipment, iron and steel,
etc. (WTO, 2010). In other words, the world expaitslined especially in the products
in which the EU had achieved a revealed comparatikentage. Fiscal imbalance and
debt crisis in the Eurozone also had a negatieente on the European economy in
the last years.

The global economic crisis could also be seen @nrtie of openness of the EU
economy that was lowest in 2009 (see Figure 5)hikperiod, people consumed less,
hence produced less, and also exported and implessedAlthough the share of import
on the GDP was higher than the share of exporherGDP, the EU’s trade integration
grew on the export side more (by 1.1. p.p.) thatidton the import side (0.7. p.p.) in
the period under consideration. Because the Elgiated with third countries more in
import than export, the EU’s trade balance wasthegall the time (see Table 3). The
EU recorded the highest trade deficit in the vadideeUR 256.4 billion in 2008. The
economic crisis reduced the trade deficit of the tBUEEUR 109.4 billion in 2009, but
after the revival of demand and economic activibg trade deficit began to growth
again.

0'G20 is a group of finance ministers and centraikbgovernors from 20 major leading
economies (19 countries + EU representatives).

31 At the Washington Summit in November 2008, the @@thmitted to a self-imposed standstill
in terms of new barriers to investment or to tramgoods and services, new export restrictions or
WTO inconsistent measures to stimulate exports. ddredon summit in April 2009 reinforced
this commitment, notably by providing an expliciantate to the WTO to monitor and to report
publicly on the evolution of the situaton on a dedy basis. See
http://europa.eu/rapid/pressReleasesAction.do?refer¢P/09/1681. In 2010, leaders reaffirmed
the extension of their standstill commitment toisegrotectionism until the end of 2013 and
asked the WTO, OECD, and UNCTAD to continue monigtime situation and to report publicly
on a semi-annual basis. For additional information see
http://www.oecd.org/datacecd/56/48/43689944.pdf
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Figure 5: Trade integration of the EU (% of GDP)
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Table 3: Trade balance of the EU in 2006 - 2010 (mbf EUR)
2006 2007 2008 2009 2010
Export 1160 101 1 240 556 1 309 885 1097 142 T71B8
Import 1352 787 1435 015 1 566 309 1206495 G933
Trade balance -192 684 -194 459 -256 424 -109 353158 986

Source: Own table based on data from Eurostat (2@b2)own calculation.

The Global Europe strategy promoted open tradenmléilateral (in the WTO, the G20

summits) as well as bilateral way (FTAs). The idess that more trade led to higher
growth and new jobs in the EU. Table 4 comparesdabhel of the EU’s trade integration

with the unemployment rate in the period of 200@010. Trade integration was
calculated as:

Ex+Im

GDP 100

Table 4: The EU’s trade integration and unemploymetrate in 2006 - 2010 (%)

2006 2007 2008 2009 2010
Trade integration rate 21.5 21.6 23.1 19.6 2313
Unemployment rate 8.2 7.2 7.1 9.0 9.6

Source: Own table based on own calculation and data fEurostat (2012).

Table 4 shows that the rate of the EU’s trade ratemn was higher in 2010 than in
2006, but the unemployment of the EU also grewother words, although the EU was
a more open economy and tried to carry out a lIbeeale policy according to the
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Global Europe strategy, the labour market was @nfaed not only by trade, but by
other factors, too. An OECD study concluded thadér affects neither the overall
employment, nor the unemployment rate. Other factsuch as technological change,
are a more important cause of changes in employmatterns in industrialised

countries (European Commission, 2010b).

The changes in the positions of the main tradenpestof the EU in 2006 — 2010 are
shown in Table 5. The main trading partners of Bk were the USA, China, Russia
and Switzerland. It should be mentioned that akgfiotlhe EU and the USA did not sign
any preferential agreement that would grant themenzo comfortable access to their
markets, this bilateral trade is the most “flowgtinWhile the four positions were not
changed in the period under consideration, othsitipas were indeed. The fifth and
the sixth positions of the EU’s main partners wieken by Japan and Norway. Turkey
occupied the eighth position the whole time. Othesitions belonged to South Korea,
India and Brazil. Canada took the tenth positiomagithe EU’s main trade partners in
2006, but it disappeared from the list of the teminrtrade partners of the EU in the
following years. In 2010, these ten countries paréted in the total EU trade (export +
import) by approximately by 62%. On the whole, vaa say that the structure of the
EU main trade partners in 2006 — 2010 largely oedehe priority countries indicated
in the Global Europe strategy. It included the Ehilateral negotiations with:

= the USA and the establishment of the Trans-AtlaBtionomic Council in 2007,

= China and the establishment of the EU-China HighelLé&conomic and Trade
Dialogue,

= Russia, where the negotiations began in 2008 awalilateral agreement, but the
EU-Russia bilateral trade relations have been mudenore problematic because
Russia extended the protectionist measures in 200&ler to protect the domestic
producers in the time of the economic crisis,

= South Korea, where negotiations were launched i®728nd also successfully
concluded and ended by the most comprehensive BHgeKBTA. The agreement
has been provisionally applied sincéJuly 2011,

= India, where negotiations were launched in 2007 @ind rounds have been held
since. However, an ambitious agreement with Indmtill not been concluded,

= Brazil as a part of Mercosur where FTA negotiatibasveen the EU and Mercosur
were launched in 1999, stalled in 2004 and re-laeddn 2010,

= Canada, where negotiations on a Comprehensive Bdorand Trade Agreement
were launched in 2009.

Trade policy is a slow process that requires capénning, it takes about five years to
launch, complete and implement FTA negotiationsd amore for multilateral
negotiations (European Commission, 2010). From ghisit of view, it is complicated
to measure the success of Global Europe accordinthe number of new FTAs.
However, the positive thing is that the EU has eedd the indigenous intention of
Global Europe, it is increasing the EU’s trade sham the most dynamically growing
markets. Table 5 shows that Brazil, Russia, Indid @€hina occurred among the ten
leading trade partners of the EU in 2010.
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Table 5: The EU’s leading trade partners in 2006 2010

Rank 1. 2. 3. 4. 5. 6. 7. 8. 9. 10
2006 | country| USA | China| Russia| Switzer.| Japan | Norway Turkey| S.Korea| India | Canada
Bil.€ 445 | 259 213 159 122 118 92 64 47 44
Rank 1. 2. 3. 4, 5. 6. 7. 8. 9. 10
2007 | country| USA | China| Russia| Switzer.| Japan | Norway Turkey| S.Korea| India | Brazil
Bil.€ 433 | 304 234 169 122 120 10( 66 5§ 64
Rank 1. 2. 3. 4, 5. 6. 7. 8. 9. 10
2008 | country| USA | China| Russia| Switzer.| Norway| Japan | Turkey S.Korea| Brazil | India
Bil.€ 427 | 326 283 178 140 117 10( 65 62 61
Rank 1. 2. 3. 4. 5. 6. 7. 8. 9. 10
2009 | Country| USA | China| Russia| Switzer.| Norway| Japan | Turkey S.Korea| Brazil | India
Bil.€ 355 | 296 183 162 106 93 80 54 53 47
Rank 1. 2. 3. 4. 5. 6. 7. 8. 9. 10
2010 country| USA | China| Russial Switzer.| Norway| Japan | Turkey India | S.Kored Brazil
Bil.€ 413 | 396 246 188 121 110 104 68 67 64

Source: European Commission - DG Trade, 2012.

Although the USA has kept the leading position aghtre EU trade partners, its share
on the total EU exports declined by 5.2 p.p. inpleeod 2006 — 2010. Contrary to the
USA and Japan, the share of BRIC on the EU exgpe® in the same time (see Table
6).

Table 6: The share of selected countries on the Eéxports in 2006 — 2010 (%)

2006 2007 2008 2009 2014 2006-2010 p. p
USA 23.2 20.9 19.1 18.7 18.0 -5.2
China 5.5 5.8 6.0 7.5 8.4 2.9
Russia 6.2 7.2 8.0 6.0 6.4 0.2
Japan 3.9 3.5 3.2 3.3 3.2 -0.7
India 2.1 2.4 2.4 2.5 2.6 0.5
Brazil 15 1.7 2.0 2.0 2.3 0.8

Source: Own table based on data from Eurostat (2012)
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Conclusion

On the basis of changes in the global economywvilea¢ brought about by the process
of globalisation and trade integration in the 199B& European Union often has to
resist big pressures of competition in the worldkats. In 2010, the European Union
still took the first position among the leading exers and importers in the world. The
value of merchandise exports and imports of theobimdividually achieved EUR 1.3
trillion and EUR 1.5 trillion. In order to securket leading position in world trade, the
European Commission presented internal and extagehdas on which the European
Union was focused in the period 2006 — 2010. Thanntea consisted in the opinion
that in a global economy, strong economies are etithye economies. And
competitive economies are built on trade. Traddcpolvas considered as the main
instrument for ensuring open markets and increasiade opportunities for the EU
companies.

The EU's trade strategy got the official name “Glbb- Europe: Competing in the
World”. The main priorities areas contained eightas, namely: the WTO Doha
Development Agenda, the launch of new competitigsrdriven free trade agreements,
Transatlantic trade and competitiveness, China, ititellectual property rights
enforcement, the renewed Market Access Strategyligoprocurement and review of
the Trade Defence Instruments. It means that Gldbatope focused on the
strengthening of the EU’s trade upon multilaterad dilateral negotiations about trade
liberalisation, and also covered other measuredateéor ensuring fair trade. But my
own analyses of the EU’s market share showed tlatténdency from the previous
years continued. It means that the European Uniffered a decline of its share on the
world merchandise exports and imports alike. The af trade negotiations about
launching new free trade agreements were not cdedland multilateral negotiations
in the WTO also failed during the period 2006 —@0Rut the question that remains is
if more favourable market access through free tragieement is conclusive for the
realisation of trade. The case of the EU - USAtbiia trade demonstrates that although
the countries have not signed any preferential eageat, their trade relations are the
biggest.

Analyses of the EU trade integration confirmed that European Union was more open
in 2010 than it was in 2006, especially on the impgale. It results in a negative trade
balance that the European Union recorded in thg tenm. The largest trade deficits
were recorded in 2008 in the value of more than EXBR billion. Although Global
Europe expected trade to contribute to new jobs,réte of unemployment grew and
was influenced by the overall worsened situatiothsnEU as well as the world market.

The most positive result of trade analysis is thaing the period of 2006 — 2010, the
European Union increased the share of emerging etearkpresented by BRIC on its
total exports. Contrary to BRIC, the share of thg Heclined on the markets of
developed countries, such as the USA and Japaaslia reverse development than had
been recorded before Global Europe started to bieedaut.

The ex-post assessment of the Global Europe syrategws that the newly set out
priorities of the EU trade strategy until 2020 ecgrect. The idea of trade liberalisation
remains, and the main task is to gain better actesise largest and fastest growing
economies in the world (USA, Japan, Brazil, Indiassia and China). The new trade
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strategy of the European Union also focused oridardirect investment that was not
covered by the Common Commercial Policy beforeltiseon Treaty came into force.
The success of trade strategy will depend on macipfs, but one of them is the ability
to speak with one voice at the world forums.
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