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Abstract: The EU bilateral trade strategy since 2006, including the TTIP, has
been justified by the European Commission on the bases that deep and
comprehensive trade agreements are compatible with efficient multilateralism.
The Commission argument is the following: in a context marked by international
supply-chains, preferential agreements that allow for progress on what has been
achieved at the multilateral level (topics WTO +) and in areas not already
covered by the WTO (items WTO- X) may be considered as a stepping stone, not
a stumbling block for multilateral liberalization. In other words, EU recent bilateral
negotiations and agreements should be seen at worst as complementary to
multilateral negotiations and at best as promoters.

This paper challenges this argument by pointing out that the multilateralization
potential of a bilateral agreement may not be a sufficient condition for
compatibility between the bilateral and multilateral approaches. Their
complementarity may also be influenced by what is happening at the multilateral
level. Content analysis of a primary source of information - the Bridges Weekly
reports - shows that there has been a change in EU actions in the Doha Round
towards Brazil, India and China since 2009. Though the EU did not preclude the
inclusion of these emerging powers in the high table of negotiations at any time
and was in favour of the Bali agreement of 2013, its willingness to respond to
their demands reached a plateau in 2008. That may signal a change in the nature
of its bilateral strategy. Indeed, from 2006 until 2009 the EU may have sought
bilateral partners among new important trade players (India, ASEAN and South
Korea) to complement or even facilitate a multilateral agreement. Since then,
however, the EU may have focused on reaching agreements with even more
important trade partners: the old Quad members (Canada, Japan and the USA)
as a way to ensure the market access opportunities that it cannot longer expect
to obtain from the Doha Round. Following this analysis, the TTIP should be read,
at least in the short time, as an example of efficient bilateralism.
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1. Introduction

The Transatlantic Trade and Investment Partner@hiP) is part of the maelstrom of
bilateral trade negotiations that the European bnigU) has launched since mid-
2000s. There are two major differences betweerethesl other agreements signed in
the past. The first is that the EU has sought tabdish new-generation free trade areas
with non-European developed countries while itglitranal approach was bilateral or
regional agreements with neighboring and develogiogntries. The agreement with
South Korea entered into force in 2011 and, in 2808 EU reached an agreement with
both Canada and Singapore and started negotiationsnly with the United States
(US) but also with Japan.

The second difference is that these agreementesepra change in the trade strategy
followed by the EU in previous years. From the 18890s to the mid- 2000s, the EU
tried to “manage globalization” following the ddoe of the then Trade Commissioner
Pascal Lamy (Meunier, 2007). It froze the openifgi@w bilateral or regional trade
agreements (although it continued with the alraadiated) and focused in shaping the
new multilateral agenda or multilateral round ofjogations, even though the U.S. was
pursuing a more favorable policy towards bilatergteements. From the mid -2000s,
however, both the "Global Europe" strategy promotad Commissioner Peter
Mandelson (2004-2008) and the "Trade, Growth andl&\VAffairs” strategy promoted
by Commissioner Karel De Gucht (2010-2014), recogrthe need for the EU to sign
preferential agreements with key partners (Woolc@EK 2). In the words of Conceigcao
-Heldt (2013: 122): "Officially, multilateralism @as the favourite EU trade strategy
until July 2006".

The EU bilateral trade strategy since 2006, incigdhe TTIP, has been justified by the
European Commission on the bases that deep andrebemsive trade agreements are
compatible with efficient multilateralism. The Conssion argument is the following:
in a context marked by international supply-chapreferential agreements that allow
for progress on what has been achieved at thelataitl level (topics WTO +) and in
areas not already covered by the WTO (items WTO-n¥y be considered as a
stepping stone, not a stumbling block for multitatdiberalization. In other words, EU
recent bilateral negotiations and agreements shmeilskeen at worst as complementary
to multilateral negotiations at the Doha Round anbest as promoters.

In page 10 of its Communication "Global Europe2606, the European Commission
specifically states that:

Free Trade Agreements (FTASs), if approached witle,caan build on WTO and other
international rules by going further and fasterpnomoting openness and integration,
by tackling issues which are not ready for mulétal discussion and by preparing the
ground for the next level of multilateral liberadison. ...To have a positive impact
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FTAs must be comprehensive in scope, provide bardlisation of substantially all

trade and go beyond WTO disciplines. The EU's gyiavill be to ensure that any new
FTAs, including our own, serve as a stepping stama, a stumbling block for

multilateral liberalisation.

In its 2010 Communication "Trade, Growth and Wdklthirs ", the message remained
the same: “the bilateral is not the enemy of thdtitateral. The opposite may hold
truer: liberalisation fuels liberalisation.” (Euregn Commission, 2010: 5).

Regarding the TTIP, the US-EU Presidents joint pstatement of 13 February 2013 is
quite clear: “Through this negotiation, the UnitSthtes and the European Union will
have the opportunity not only to expand trade anestment across the Atlantic, but
also to contribute to the development of globaésuhat can strengthen the multilateral
trading system” (EU, 2013). The European Commissi@mo published that same day
explains that one of the key objectives of the TiHRo address WTO+ and WTO-X

areas (European Commission, 2013).

This paper challenges this argument that EU béatgrategy in general and the TTIP
in particular are compatible with the Heitmotif of efficient multilateralism. It attests
that the fact that these preferential agreements tfee potential to be multilateralized
is not a sufficient condition for compatibility eten the bilateral and multilateral trade
approaches. By taking into account what is hapgemninthe Doha Round (DR), it
shows not only that there may be multilateral deteants to EU bilateral agreements
but also that their compatibility with efficient mtitateralism may have changed in
2009. The article is divided into four more sectioln section two, we recognize that
the European Commission reasoning is sustained layga part of the literature. In
section three, we justify the interest of addingaaalysis of the DR into the equation
and explain a way to do it. In section four we pregghe results. We conclude in section
five.

2. Thepillars of the European Commission reasoning

The line of reasoning of the European Commissiobasked by a large part of the
academia and derives from a debate on the comptantgrof bilateral and multilateral
approaches to trade that has been ongoing sincbittimeof the multilateral trading
system after World War Il. It is a debate that leeen addressed from different
perspectives by experts in international law arneérimational economic policy as well as
EU scholars. Most of them agree that both strasegéed not be mutually exclusive and
that a key condition for compatibility is whethereferential agreements have the
technical capacity to bolster or undermine the WTO.



2.1. Bilateralism and multilateralism need not be mutually exclusive

What is to be a pro-multilateralism actor in thadi& arena? If that meant both to be a
member of the WTO and not having bilateral agregsjamly a country or territory in
the world would meet the definition: Mongolia. Cemtly all other WTO member
countries have at least one free trade agreem@&it) (With another member. Therefore
we can assume from the beginning that you can badaocate of the multilateral
system while having preferential trade agreements#h wthird countries.

Indeed, the multilateral trading system establisiiter World War Il in the form of the
GATT agreement contemplated the possibility of kimeg with its fundamental
principle of non—discrimination in certain circumstes. Article XXIV in particular
allowed for bilateral agreements establishing frade areas or customs unions. In the
1970s, moreover, the GATT agreement introducedaasesult of pressure from
developing countries, the possibility to grant spletrade treatment to developing
countries.

Therefore, the EU having (bilateral or regionalgfprential agreements with third
countries does not automatically mean that it isdosting a trade strategy contrary to
the multilateral system. According to Pascal La@@13: 29), Director General of the
WTO in 2005-2013 and Trade Commissioner of the HOmf 1999 to 2004,
“multilateralism is opposed to protectionism najiomalism."” However, the multilateral
system is only willing to accept bilateral or regab agreements if they allow for greater
trade liberalization. More specifically, these agnents must meet certain conditions to
be accepted:

1) They must affect all commercial exchanges or "assential” part of them.
2) In the case of customs unions, the common exitéaniff should not imply greater
protection against third countries. If this is $slee union should compensate for the
added protection with tariff reductions in other riffa headings.
3) Regional arrangements should be carried outinvith maximum of 10 years.

The validity of these conditions has been endolsethe analysis of the bilateralism-
multilateralism rapport conducted from an economidicy perspective. Economists
such as Baldwin (1993, 2006, 2013) have arguedhitateralism and multilateralism
may feedback each other and in fact have done lss. position feeds largely on the
effects of trade creation that ensue from bilatagreements and considers that these
arrangements may be building blocks of multilaisralin the medium to long term.
Other authors such as Bhagwati (1991, 2008) angstead that bilateralism can erode
multilateralism mainly due to trade diversion effgcthat is, to the inherent
discrimination in market access these agreementdyinThis view sustains that

! Article XXIV taking into account the Understandisgned at the Uruguay Round intended to clarify
and specify some aspects of the article that hditbleontroversies and different interpretations.



bilateral agreements are stumbling blocks to théilaieral system as such a tangle of
agreements - ' spaghettis bowls’ - hinder tradebd@th positions are based on empirical
evidence, one can conclude that the nature ofebdhtaigreements can determine their
compatibility with the multilateral system: the mortrade creation versus trade
diversion an agreement entails the more likelysita support the multilateral system
(WTO, 2011)?

So, one way to ascertain that the EU’s bilatenatsgy does not run against its pro-
multilateral stance would be to analyze whethelbitsteral agreements -signed or in
negotiation- comply with the rules of the multilatkesystem. The problem is that such a
study is very difficult from the moment that theie a legal limbo on this issue
following the establishment of the EEC as a custamien in 1968 (WTO, 2011). That
regional economic integration led to disagreementthe method to use for calculating
the impact of the common external tariff in thirduatries. Agreement on that was
never achieved and there exists no formal decisiothe compatibility of the EEC with
the GATT. Although several other preferential trageeements have been examined by
GATT working parties since then, only a few haverbdeemed to be compatible with
Article XXIV and no agreement has been censuradasnpatible with GATT rules. In
the words of Woolcock (2007: 11): "the scope fdifedent interpretations of Article
XXIV GATT is such that there is no effective WTGsdipline."

2.2. Technical capacity to bolster or underminethe WTO

With the evolution of the GATT to the WTO and th&aning of trade liberalization
scope, doctrine has sought ways to determine wheth®lateral agreement complies
with multilateral rules in this new framework (Esaeleordakt al, 2013). Starting from
the basic condition of Article XXIV that bilateradgreements should not hinder
multilateral achievements, there is some conseasumng experts that bilateral trade
agreements should only enable progress in tradealization, never a pull back. So, the
more a bilateral agreement allows to progress oatwtas been achieved at the
multilateral level (topics WTO $)and in areas not already covered by the WTO (items
WTO- X)°, the more susceptible it is not to undermine thetifateral system (Horet

al, 2009).

2 It should be noted that for some authors like B trade diversion, that is, any bilateral oricem
agreement inherent discrimination against thirdntees, can trigger a domino effect by encouraging
third countries to participate in the preferenigteement.

% In the DR, the WTO members raised preferentiatagents to "systemic problem” or problem that
affects the entire global trading system and néette addressed as such (Estevadeetda] 2013).
However, all that has been achieved in this regaadDR pre-agreement on a transparency mechanism
for preferential trade agreements (WTO, 2006).

* For example, the total elimination of tariffs ahe liberalization of more trade in services.

® Following the World Trade Report 2011, the maitiqyoareas covered by WTO-X provisions are:
competition policy, investment, movement of capéadl intellectual property rights not covered by
TRIPS. The next largest group of policy areas an@ironmental laws, labour market regulations and
measures on visa and asylum.



Several comparative analyses of EU preferentiaetragreements with third countries
indicate that the EU bilateral agreements wouldlfghe requirement of being WTO+
and WTO-X (Woolcock, 2007 and 2014; Horn et al, 200'hese studies show that,
unlike the US, the EU does not have an FTA modek &greements are adjusted
according to the partner and, in particular, to pestner’s level of development.
Moreover, the EU does not use its rules aggressivih developing countries. These
are asked, at least at first, to implement intéonali rather than EU standards. Finally,
in recent years, the EU has been including WTOteXs in its preferential agreements
negotiations with both emerging economies (ChimytB Africa, India and Brazil ) and
developed countries (USA, Japan, South Korea andgapore) as well as with its
traditional partners (new agreements with the aiesbf the southern Mediterraneén).
EU FTAs also try to go beyond what has been achigvéhe field of services under the
GATS (WTO+ issues).

From this perspective, therefore, mega-regionabtiggons, including the EU-US and
EU-Japan ones, could be a step towards the tranafmm of ' spaghetti bowls ' (chaos
resulting from many different FTA) into ' lasagnigltes ' (Estevadeordet al, 2013).
These would be separate processes from the WTQ@dooplementary in their aim of
reducing transaction costs inherent to the ' spédbmwls ‘. As Abbott (2007: 582) put
it: “The WTO might, in effect, ‘free-ride’ on alhe PTA activity taking place.” In fact,
one frequent example to how bilateral agreementdearegionalized and even become
multilateral is the creation of the Pan-Europeasteay of rules of origin in 1997
(Baldwin, 2013).” Following the metaphor, creating lasagna wouldabstep in the
development of a multilateral super pizza.

It is interesting to note, in this sense, that while TTIP is expected to have a negative
impact on both the EU and US trade with third caestin the short term; in the long
term the impact is to be positive thanks to a ra#ralization of norms. The
Bertelsman Foundation commissioned study on theeeaonomic impact of the TTIP
estimates that EU and US trade with the rest ofattwdd would drop in the short term
by more than 10% (Felbermagt al, 2013). The Centre for Economic Policy Research
study calculates, however, that by 2027 the TTIRld/iancrease GDP in the rest of the
world by almost €100 billion (compared to €120 ibill for the EU and €95 billion for
the US) (Francois, 2013). This change in the nadfirhe TTIP impact on the rest of
world would be the result of positive spilloverexfts derived from the EU and the US
developing common regulatory approaches. The ecunamportance of the TTIP
market will mean that their trade partners wouldehan incentive to move towards the
new transatlantic standards...making it easier tdilatdralize them eithedte jureor de
facto.

® According to Horret d (2009), however, EU agreements show a signifieambunt of "legal inflation®,
i.e. commitments that are not legally enforceable.

" Another way to “multilateralizing” bilateral agneents would be to make them irrelevant by bounding
"most favored nation tariffs" or WTO tariffs to nefor a set of goods (as the Agreement on Infomnati
Technology did in 1996). If tariffs are zero fot iahports irrespective of origin, granting bilatbca
regional preferences would no longer make sensdd(n, 2006) This is in fact the case for ne&ly
per cent of world trade (Subramaian and Kesslet3p0



This body of literature has of course detractomsn& researchers have argued that these
mega- regional agreements, for all the WTO + amdWTO -X topics they may cover,
can also make the coexistence between the bilaserdl multilateral systems more
difficult, at least in the short term. As Bhagw&®008: 94-95) remarks: "Lasagna
cannot be made from spaghetti: it needs flat pasta. pizza cannot be made from
lasagna either!" On one hand, these agreementsreate new trade diversion effects,
especially through different norm recognition scleenand a plurality of norms of
origin (Lawrence, 2013; Subramanian and Kesslet3R0In particular, countries that
tend to lose more decision-making power in the &nof bilateral negotiations are the
least economically powerful (UNCTAD, 2014; Bhagwafi008; Abbott, 2007).
Moreover, these agreements can divert multilateggbtiating capacity and create valid
alternative market access for key economic actéomneicao - Held, 2013). Last but
not least, as Dr. Supachai -former WTO directoregah(2002-2005) - has recently
pointed out during an intervietvthey may set-up too forward-looking rules in areas
that less developed economies would struggle toraswdate. Their impact would
depend largely on whether they are more or lestugixe towards third countries.

Despite this criticism, however, bilateral agreetaemve tended to be looked at with
increasing benevolence. This is in part due toalebtion and the emergence of value
added chains of production. While Director Genefahe WTO, Lamy (2013) claimed
that mercantilism was dead because in order todmergoetitive exporter a country must
be a large importer. In a context marked by tramgnal production chains what was
needed is a clear regulatory framework in areab sigcservices and investments. He
argued that this governance demand was being méteébgonclusion of preferential
agreements. The key condition is that these agmetsnpromote coherence between
divergent regulatory regimes. In that case, théepeatial and multilateral approaches
would be mutually supportive. This was in fact amig¢he recommendations presented
in April 2013 by the reflection group on the FutwkTrade established by Lamy in
2012 (WTO, 2013§. Regarding the TTIP, an ECFIN Economic Brief (Gal2013)
brings out that the EU exports and imports fromtgare higher in value added than
in gross terms. The author contends that by foringrthe TTIP (and an agreement
with Japan) the EU would be strengthening globatipction networks and by so doing
reinforcing the case for multilateralism (assumingt these would be agreements open
to new members).

8 Business Desk dfhe New Zealand HeraldT PP risk weaker world trade system —ex WTO bo24”,
July 2014.

° Another group of reflection on how to strengthlee multilateral trading system, The E15 Initiatofe
the International Centre for Trade and SustainBigleelopment (ICTSD) and the World Economic
Forum, reached similar conclusions in December 2013



2.3. Equation 1

The European Commission rationale regarding thieigffof the EU bilateral strategy
and efficient multilateralism is based on a riclupof research on the effects upon the
multilateral system not only of preferential tagifbut also of deep integration areas
regarding non-tariffs barriers and value addedrchaf production. In other words, its
bilateral strategy justification, including the Pl cannot be accused of lack of
analytical support.

The argumentation of this strand of the literatdrewever, relies upon the potential
technical feasibility of multilateralization of bileral or regional agreements. In fact,
one may argue that for those researchers the nwditon for bilateralism and
multilateralism compatibility is the potential fanultilateralization of preferential
agreements as encapsulated in Equation 1. Thihiéseaseveral questions emerge: Is
the only issue a technical one? Is it possible thaitilateralization does not take place
despite the fact that bilateral agreements arentealty compliant? Can potentially
compatible regional agreements become stumblingkbldbecause multilateralization
does not take place?

Equation 1

Bilateral and multilateral trade approaches compdity = (depends upon) the
potential for multilateralization of regional tradagreements (the more WTO+ and
WTO X the more possibilities).

Some authors have started to put the compreherssaf this equation in doubt. Ash
and Lejarraga (2014: 81), for example, have poimted “whether, when, and how to
multilateralize WTO-plus and WTO-beyond provisiondRTAs is primarily a political
question...” If the technical condition is not enougWhat other conditions should be
taken into account? How can we improve this equ&tibs we already have a condition
regarding the nature of bilateral agreements, wapgse to include a condition
regarding the nature of the multilateral contelgttis, a condition linked to the other
side of the coin.

3. Including the Doha Round into the equation

In this section we justify the need to include nieltilateral context into the equation on
which the European Commission reasoning is basddpespose a way to do so. The
former is done by highlighting a less developedybofiliterature that stresses that the
multilateral regime may bear on the formation détaral or regional agreements. The
latter is done by defining a new independent végiab



3.1. A significant independent variable

Bergsten and Schott (1997: 3), in their preliminamaluation of NAFTA, argue that

“The startup of NAFTA negotiations in 1991 gave eerd impetus to the Uruguay
Round in the GATT, which had stalled in 1990 beeanisUS-Europe differences over
agriculture, by reminding the Europeans that thé@ddnStates could pursue alternative
trade strategies.” The authors further argue tatcbngressional passage of NAFTA in
November 1993 together with the launching of a eeavof cooperation via the APEC
summit in Seattle “played a critical role” in bring the Uruguay Round to a successful
conclusion in the following month.

Some years later, Mansfield and Reinhardt (2008) &2gued, following a systematic
approach, that “developments at the heart of GATITOMencourage its members to
form PTAs as devices to obtain bargaining leveraghin the multilateral regime”.
Reciprocal preferential arrangements would botmifiir states with insurance against
the emergence of conditions within GATT/WTO thaulcbthreaten their economic
interests (such as a failure to reach agreementuhilateral talks) and give them a
greater voice in multilateral trade talks by insieg their market power. Their
econometrical analysis indicates that developmetittsin the multilateral regime that
can create incentives to preferential trade agreeroeeation include the growth of
GATT/WTO membership, trade disputes among GATT/Wh@&mbers and the
periodic multilateral trade negotiations sponsdrg@GATT/WTO.

Last but not least, Baldwin and Evenett (2011) haaeently argued that regionalism
can be complementary to multilateralism when thdtifateral system is active but
becoming a substitute when the multilateral systestagnant. In their words:

... regionalism per se was not the problem. Mu#italism and regionalism have gone
hand in hand throughout the GATT/WTQO’s history. iBegy and bilateral
arrangements were embedded in a vibrant and reactiultilateral system — a system
that could and frequently did update its discipfinen preferential arrangements.
Regionalism in a world where multilateralism wasrpanently deadlocked would be a
very different proposition — regionalism would begio act as a substitute to
multilateralism rather than a complement. ... (Baild and Evenett, 2011: 5-6)

That may be due to the fact that these preferemiimeements, by increasing the
bargaining power of the participants can also mé#udem less willing to make
concessions. As Conceicao-Held (2013: 114) putthi better the outside option of an
actors, the less dependent it will be on a mudtrisittrade agreement”.

In any case, these studies signal that the meltdhtontext may be a good independent
variable to add to the compatibility equation fdr least two reasons: its lack of
correlation with the European Commission indepehdanable and its impact capacity
on the dependent variable. Regarding the first, lalateral agreement, including the
TTIP, could be either a strategy to get an accottiemultilateral level or a substitute
to the multilateral accord independently of the WHTOr WTO-X aspects of the

8



agreement. The inclusion of the multilateral cohtgxes not predetermine the sign of
the technical variable; the results of both vaeabhre not necessarily correlated. The
fact that an agreement is WTO+ and/or WTO-X doe$ m@clude a negative
multilateral context.

As to the second, these studies highlight thatmbéilateral context may be favorable
or unfavorable to the compatibility between bilatesm and multilateralism. In
particular, they seem to indicate that the morefiadities at the multilateral
negotiations, the more possibilities members wdbaotiate bilateral agreements as a
strategy to get the accord at the multilateral lleveat least as an insurance against the
round stalling or failing to ensure certain marketcess results. However, if these
difficulties are too severe, they may lead towattts bilateral agreements becoming
substitutes to a multilateral accord.

Table 1 summarizes this analytical framework ushegbuilding and stumbling blocks
terminology and Equation 2a encapsulates it. Baghlight the importance of being
able to distinguish between difficulties severity determine the positive or negative
impact of this new independent variable to the catibgity nexus. When do difficulties
at multilateral negotiations become too severe?

Table 1. Link between compatibility (dependent abie) and multilateral negotiations
(new independent variable)

Multilateral  negotiations NOT too severe difficulties Too severe difficulties
difficulties

Incentive  to  bilateral Bilaterals as  building Bilaterals as stumbling
agreements blocks for multilateralism | blocks to multilateralism

Equation 2a

EU bilateral strategy and efficient multilateralismompatibility = potential for
multilateralization of EU regional trade agreementglifficulties severity in the Doha
Round (too severe difficulties go against complatybi



3.2. Defining and measuring the new independent variable

The literature does not provide for a definitionwdiat should be considered too severe
multilateral negotiations difficulties. Nevertheteone would expect these difficulties
to be at least apparent, that is, to be recogrbyeabservers as especially severe, that is,
as preventing any possibility of agreement in thertsor even medium term. In the DR
case we can find such a period after the 2008 nmibministerial meeting —“the most
serious attempt to date to bring the negotiatiamsatds finalization” (Ahnlid and
Elgstrom, 2014: 81). Though the DR had been detlalead by some analysts at
different times, it becameox populiafter 2008 (Narlikar, 2012; Schwab, 2011). In fact
according toBridges Weeklpf 11 January 2012, the Ministerial Meeting of iNgO

in December 2011 formally concluded that DR wasaifistalemate”. Although the
financial crisis that broke out in 2008 did not lbdrage the idea that trade should be as
free as possible (Subramanian and Kessler, 2013Vibe and Orbie, 2011), the
difficulty in reaching agreements at the multilatdevel put into question the ability of
the WTO to be effective (Narlikar, 2012; Bhagwa®08). It may even be argued that
the difficulties to enact the mini-package agreenashieved in December 2013 in the
Bali Ministerial Meeting have not done much gooddstore the WTO image (Herwig,
2013). Can we therefore consider that since 20@P & least up until 2013 the DR
negotiations difficulties were too severe?

The answer to this key question is not as straogitird as one may think because
stalemates in multilateral negotiations are notase (Herwig, 2013). As most GATT
rounds have tended to be declared in danger &reliff points in time and have finally
led to agreement (Mansfield and Reinhardt, 2003nC@002), it is difficult to judge
the severity of negotiation difficulties on the bssof the number of years without
progress. It may be that one year of stalematéenUtruguay Round is equivalent to
four years in the DR due to the higher number oftigpants, the scope of the
negotiations or the impact of the 2009 financiasisr For this reason, to be able to
answer this key question we need further evidehaethe severity of the negotiation
difficulties became intense enough at least forg&ble

To do so, we propose to look at EU reaction to thegotiation juncture. If the
negotiations difficulties had become too severe would expect the EU to react. No
reaction or change in its DR strategy would be ria&® a sign that the difficulties were
not perceived as too severe by the EU. In that,dhseEU would have been expecting
an agreement at the multilateral level that wouldveh made possible the
multilateralization of its bilateral agreements [@ast in the area of market access),
reducing the potential trade diversion effects amdking its bilateral strategy
compatible with efficient multilateralism. Alternag¢ly, a reaction or change in the EU
DR strategy would be taken as a sign that thecdities had become too severe. In that
scenario, bilateral agreements after 2009 woulde hagen undertaken without any
expectation of reaching a multilateral agreemernthéshort or medium term. If this is
the case, its bilateral strategy after 2009 mayehdecome a substitute to
multilateralism. This method is encapsulated ind&un 2b.
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Equation 2b

EU bilateral strategy and efficient multilateralismompatibility = potential for
multilateralization of EU regional trade agreements€EU responses to the stalemate
in the Doha Round (change goes against compatyipilit

That leaves us with the task to define EU DR Sgpteo as to be able to establish
whether it has changed. To do so we propose tesfonuvhat most analysts consider to
be the main reason for the DR stalemate: the emeegef Brazil, India and China
(BIC) as key veto players in the negotiations (Adhrdnd Elgstrom, 2014; Narlikar,
2012; Schwab, 2011; Van den Bossche and Alexovic2085; Evenett, 2003). Up
until 2003, despite concessions to developing aast consensus building in the
GATT rounds of negotiations and in the DR was whetieed by the US and the now
EU, along with Japan and Canada, the so called (&td#lérmann and Ehring, 200%).
In the Cancun Ministerial Meeting of 2003, howevseyveral developing countries,
under the leadership of India and Brazil, challehtee classic Western leadership in
the trade arena. Their opposition led to the rem@fanew topics of interest to
developed countries from the Round Agenda, thectiefe of the agreement on
agriculture proposed by the US and the EU and &hi#t from the Quad to new
groupings of consensus-building that include thé€ RGarcia-Duranet al 2014;
Narlikar, 2011b; Blackhurst and Hartridge, 2004)ovH did the EU react to the
emergence of these new key players in the negmisRi Did it oppose or welcome their
inclusion into the decision-making core? Did it reakew concessions to satisfy their
demands or took a passive role in the negotiatioBs@ the EU attitude towards the
emerging new players change from 2009 onwards?

Esther Barbé, Oriol Costa, Anna Herranz and Bemjakienzle (2014) have designed
an analytical framework to study how the EU copéth whe changing distribution of
power in multilateral institutions. It assumes th@s power shift adversely affects the
EU and advances that there are two ideal-typeegfied that the EU can pursue. The
first is accommodation: EU policy adjustment segkioompromise with newly
empowered actors. The second is entrenchment:taamg the policy held prior to
structural change. In our case, as Table 2 sumesaraccommodation would mean that
the EU is trying to seek compromise with the newo@cso that its DR strategy would
be to welcome their inclusion into the decision-mgkcore and make new concessions
to satisfy at least some of their demands. Entmewecit, on the other hand, would
signify that the EU is trying to maintain the olcayvof doing things so that either it
does not welcome the new players into the decisiaking core or it does not make an
effort to make concessions so as to foster thetisipms.

12 0On the formation of the Quad see Cohn (2002).
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Table 2. EU possible reactions to BIC in the DR

EU Reaction to BIC DR negotiations

Accommodation Welcome inclusion of BIC in decisimaking core

AND concessions to at least some of their demands

Entrenchment Reluctant inclusion of BIC in deansioaking core

OR no concessions to BIC demands

This analytical framework can help us establish tivbethere has been a change in the
way the EU has reacted to the BIC and whether tiaage took place after 2008. As
established previously, no change would mean tlenegotiations difficulties are not
perceived as too severe and therefore that EUpsatixng a multilateral agreement to be
reached. In that case, bilateral agreements mageb&es to get the accord at the
multilateral level. For our independent variabldo®negative in terms of compatibility
we should find that there has been a change ifctheeaction to the BIC after 2008.
Equation 2c encapsulates this proposal.

Equation 2c

EU bilateral strategy and efficient multilateralismompatibility = potential for
multilateralization of EU regional trade agreememt<£EU responses (accommodation
or entrenchment) to BIC in the Doha Round beforé after 2009 (change goes against
compatibility)

3.3. Summing up

We propose to add a new independent variable hocompatibility equation of the
European Commission: the reaction of the EU toidiffies in the DR negotiations.
The inclusion of this new variable is justified Bybody of literature that indicates that
there may be a link between multilateral negotraiodifficulties and bilateral
agreements objective. This literature indicateshbittat difficulties in multilateral
negotiations lead toward new bilateral agreement$ that when these difficulties
become too severe bilateral agreements become itatdsst to the multilateral
agreement.

Is this what has happened in the case of the EUWRJGbbe that its bilateral strategy
started as complement and then became a substfub@? 2006 until 2009 the EU
sought bilateral partners among new important traedgers (India, ASEAN and South
Korea). Since then, the EU has focused on readhgngements with countries which
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are even more important trade partners (CanadanJapd the US). Are we talking
about the same bilateral strategy or has there bebange?

4. Thereaction of the EU to the BI C since 2003

To carry out this analysis of the EU position verg&merging countries along the DR
negotiations from 2003 to 2013, we have used agginsource of information: the
Bridges Weeklyeports. This publication of the International @enfor Trade and
Sustainable Development (ICTSD) weekly summarizbatwhappens in the context of
the WTO on the bases of both interviews with pgrtiots in the negotiations and news
from Reuters and several prestigious newspapess.athount of the negotiations we
employ for the analysis is entirely based on thisurse of information.

The narrative indicates that the position of thetBWards emerging countries has gone
from accommodation in 2004-2008 to entrenchmentwAsexplain below, though the
EU did not preclude the inclusion of new actorshe decision-making mechanisms of
the DR at any time, its willingness to make conimgssin negotiations seemed to reach
its limit in 2008. On the bases of our compatipiléquation, this change in attitude
indicates that the EU bilateral strategy could ha®so changed in nature: from
compatible to efficient multilateralism to subst&u

4.1. Decision-making accommodation

In rounds of international trade negotiations, nmggst to negotiate the content and make
closer the positions are held at two levels: tlohnecal and the political. The first takes
place at the WTO headquarters in Geneva and idlysaaried out by senior officers of
member countries and / or appointed ambassadoessdd¢ond takes place at the level
of trade ministers who meet in different forumsthe biannual ministerial conferences
of the WTO and in the so-called mini-ministerigtatt host no more than 30 countries
and aim to give political impetus to the negotiaioGenerally, mini-ministerials take
place several times a year in many different s¢éesam Geneva, when the Director
General considers it appropriate, and in annu&rmattional meetings such as Davos,
OECD, G8, Cairns’ APEC (Asia-Pacific Economic Cooperation) and¢si008, the
financial G20.

The system to reach consensus on these trade aiemwti either at technical or
political level, is commonly divided into three @es. First, the consensus is sought
among key market players, i.e. between memberseo$o-called Quad or mini-groups
of key countries. The second step is to broaderctimsensus to the 20-25 countries

1 The Cairns Group is a coalition of countries whigis born in the Uruguay Round to push for the
liberalization of agricultural trade. It consistshmth developed and developing agricultural exgrort
countries.
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most affected by the measure through ‘green roaetings:? Finally, the agreement is
laid out to the rest of the countries participatingthe Round so as to reach a final
general consensus. Unlike other international econ@rganizations, these consensus-
building phases are informal. In other words, theirstence and composition are not
determined by any rule or agreement (BlackhurstHaudridge , 2004).

Emerging countries were regular participants in 'green room' meetings before the
Cancun Ministerial Meeting (Blackhurst and Harted@004; Watal and Schott, 2000),
but the transition to the “high table of multileaénegotiations” (Narlikar, 2010: 718)

occurred only in 2004. As already pointed out ia third section of this article, the

breakdown of the traditional system of consensukling at the Cancun Ministerial led

to the integration of the emerging economies indb&sion making core.

As theBridges Weeklyecounts, it was necessary to agree on some comemis in the

agricultural area, the cornerstone of the Roundiettaunch the DR negotiations in
2004. Consensus was generated under the G5, atsenkas the ' Five Interested
Parties’, which includes the US, the EU, Braziljignand, the leader of the Cairns
Group of agricultural exporting countries, AustaaliThe result of this consensus was
the so-called July 2004 package. While this preagent allowed the reactivation of
the DR, it was not sufficient to reach a final deml 2005 as planned.

Difficulties in reaching agreement have been constim the fourteen years since the
start of DR negotiations, member countries haveilesty pledged to end them and
failed in their objective. Efforts have been madeathieve this goal by modifying

several times the composition of the consensuspgrea as to try to adjust them to the
progress of the negotiations.

In 2005, the G5 was still the reference consensildibg core for agricultural issues

but in September of that year the new Quad madgeitsit. Composed by the US, the
EU, Brazil and India, this group received its namaenemory of the old Quad (USA,

EU, Japan and Canada). Soon, however, the G6 auheeonsisting of the G5

countries plus Japan, to try to reach agreemernvmigton agricultural products but also
on non-agricultural ones (NAMAJ. The declaration of the Hong Kong Ministerial in
2005 had made it clear that results in the agucelhegotiations were contingent upon
progress on NAMA negotiations as the EU neededgbfy its agricultural concessions
with benefits both in industrial goods and services

2 The term 'green room' comes from the color ofwhaés of the meeting room attached to the office of
Mr Arthur Dunkel, Director General of the GATT ihet 1970s (Blackhurst and Hartridge, 2004). In those
years, these meetings usually covered less thani@ries delegations. Although it no longer desigaa
specific physical space, this term is still usedésignate informal meetings, now of 20-30 members
convened by the Director-General or the Presideahe of the areas of negotiation, to try reach a
consensus which can then be extended to the rés¢ oiembership. (Narlikar, 2011b; Schott and Watal
2000).

13 NAMA (non-agricultural market access) refers tiopabducts not covered by the Uruguay Round
Agreement on Agriculture: it includes manufacturprgducts, fuels and mining products, fish and fish
products, and forestry products.
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In 2007, the consensus leadership was assumed ag#re new Quad or G4 because,
by then, the major controversies in agriculture &#&MA were mainly among these

four countries. It was the failure in 2008 of tlhagir-sided strategy that led to the re-
integration of more countries into the consensuklimg core. Moreover, China joined

the core of the negotiations that year for thet finme, bringing about the G7. This

strategy was almost successful. Agreement was yneathieved in both July and

December 2008. The confrontation between the Lh&.ladia, with disagreements on
issues related to food security and the full libeation of certain industrial sectors,

prevented it.

In 2009 the DR dropped into lethargy. Despite cotmmants to terminate the Round
both in 2009 and then in 2011, there was no rellingmess to negotiate for it. No

consensus-building core formations were called rioegtings were bilateral or among
broader groups of countries. In fact, a Plan B Wamight forward in 2011: to focus

negotiations on a mini-package so as to achieveesmantial agreements. Two and a
half years after, that accord was reached in tHeNBaisterial.

It is interesting to note that, following thH&ridges WeeklyReports, Bali negotiations
were mostly carry out in mini-ministerials and @chnical meetings. No meeting of any
of the mini-groups (Quad, G5, G6, G7 or G8) is ated for in the Reports. In other
words, Bali negotiations seem to have skippeditisedsual stage in international trade
negotiations and to have directly gone to the seqarase. This is probably due to the
contents of the negotiations as the focus was enif§p topics of especial interest to
developing and least developed countries.

In any case, the EU has been a member of all tifereht consensus-building groups
created since 2003. Our reviewRridges Weeklyeveals that once it had accepted the
emerging countries as necessary interlocutors énnthgotiations after the break in
Cancun the EU never opposed to integrating the BIC i@ consensus-building
nuclei; there is no evidence of rejection of thesvnstructure. In the decision-making
area, therefore, the EU reaction to emerging castras been one of accommodation
and thence of recognition of their veto power.

14 According to theFinancial TimesPascal Lamy, then EU Trade Commissioner, decliar&cember
2003 that the G20 was a necessary negotiatinggra(fir 14/12/2003). Formed exclusively of
developing countries, the G20 was formed to rdafeelJS-EU pact on agriculture presented at the
September 2003 Cancun Ministerial Conference. lyeBrazil and India, thisvas the first coalition to
include China. The original countries of the G2Gave\rgentina, Brazil, Bolivia, Chile, China,

Colombia, Costa Rica, Cuba, Ecuador, El Salvadaogt@nala, India, Mexico, Pakistan, Paraguay, Peru,
the Philippines, South Africa, Thailand, and VersaulLater there were changes in the composition of
the group: Egypt and Kenya joined, but various Bd\merican countries withdrew under pressure from
the US.
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4.2. From accommodation to entrenchment in the negotiations

In the field of the DR negotiations, our analysistlee events through thBridges
Weeklyindicates that we can distinguish between twoeddifit EU positions. The first
reaction after the Cancun Ministerial was to addpntil 2008, the EU offered
substantial concessions in two areas: the Singajpgsees and the agricultural
negotiations, so as to allow for progress at the BlBm 2009 until 2013, however, the
EU adopted a position of entrenchment: it was umwilto offer new concessions
thereby accepting the risk of the DR stalling.

After the failure of the Cancun Ministerial in Septber 2003, the EU took a time-out
to decide on whether to agree to the demands ef MO partners, especially of the
emerging countries, so that the round could coetint formally adopted its new
position on December 8 of that year following destzent by the European Commission
adopted in November 2003: “...the EC remains comuhittethe multilateral trading
system and will engage in re-launching talks, vilie expectation that other parties
show flexibility to negotiate and go beyond init@dsitions...“ Bridges Weeklyol. 7,
No. 40, 26/11/2003). By so doing, the EU accepteth that most of the Singapore
issues might be dropped from the negotiating agemththat it should make further
concessions on agricultural issues to allow forgpess at the DR. This commitment,
together with the one of the US in January 200dareld the way for resuming the DR
negotiations.

The intention to wrap up the DR was renewed eaeln frem 2004 to 2008. In most of
these negotiation developments, the EU had to ncakeessions so that the process
could continue. These concessions are summarizédbte 3 taking into account that
agricultural negotiations are structured in threesa market access (tariffs and quotas),
domestic support and export subsidies. It shousb dde noted that it was widely
accepted that the outcome of the round was comttngpon a “triangle of issues”
(Bridges Weeklyol.10, N° 19, 31/5/2006): EU efforts in agriculili market access,
US efforts on domestic farm subsidies and emergowers efforts regarding tariffs on
industrial products.
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Table 3. EU concessions in the DR negotiations

Y ear Concessions

(4%

2004:  July | The EU accepted to remove all or some of the Simigaissues from th
Package Agenda and to eliminate export subsidies for agiucal products
(although without a deadline). Finally, Trade Féailon was the only
Singapore theme included in the DR Agenda.

2005 The EU accepted 2013 as the deadline to removertegpbsidies fof
agricultural products.

Hong Kong

Ministerial

2006 The EU agreed to reduce tariffs on agriculturadpicis by 46 %. It was

a percentage close to what the BIC were deman@ifgp) but far away
from what the US requested (75%).

2007 Resistance by both the EU and US to expand theicessions i
agriculture but eventually both expressed theilinghess to do so: the
EU regarding tariff reductions and the US in reatito domestiq
support.

2008 The EU accepted to reduce its agricultural taaffshe level requested
by the BIC and to cut down domestic agriculturapmut by 80%.
Agriculture negotiations were almost completedditierences between
the US and India on a topic related to food seguehd rural
development prevented the deal.

Source: Bridges Weekly 2004-2008.

One can debate the degree of generosity of the éfdtiating positions but one can
hardly question that they implied concessionseast from the point of view of the EU.
In fact, as recounted iBridges Weeklyconcessions in agriculture were made at the
expense of great internal tensions within the EtdnEe led a strong opposition to all of
them, accusing the European Commission of lack afhdate to perform, and tried
unsuccessfully to achieve a blocking minority teyant them:
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In a further complication to a potential accord, viever, nine EU countries, led by
France and ltaly, formed a coalition on Monday tasp for better terms in a Doha
Round deal, Reuters reported. EU Trade CommissioReter Mandelson has
maintained that he has the support of EU membdesta the negotiations, but the
creation of the new alliance could nonetheless umde his credibility at the

talks.(Bridges Daily Update of July Negotiation%9n29/7/2008)

2008 was the year a final deal was almost attailtedlas also the time when the EU
made clear that it had reached its negotiatingtlitivould offer no more concessions
in the agricultural field. To advance the negotiasi other actors should make more
efforts. As publicly acknowledged by the then Trademmissioner De Gucht, at a
conference at the London School of Economics indil&010, the EU no longer had
domestic political support to go beyorigridges WeeklyVol. 14, No. 11, 24/3/2010).

True to its avowal, the EU has not made any commes$n the negotiations since 2008.
It should be noted, however, that it has alwaysdtid facilitate meetings and potential
agreements between other international acfohs.truth, the 2013 Bali mini-package
was the result of a European proposal. As soon (35,2the then EU Trade
Commissioner Mandelson recommended to close sorals @@ issues that favored
developing countries and especially the least dgesl, so as to make some progress in
the DR and to prove the pro-development naturé@inegotiations. This idea began to
take shape in the WTO as a real plan B in 201&,dantext of negotiation fatigue.

This EU mediation or even leadership in the minieagient is consistent with its
traditional attitude towards multilateralism. Netmless, it does not imply
accommodation from our analysis perspective becaudid not signify any additional
concession. Indeed, despite the pressures, theidEdot agree to include in the Bali
package its previous commitment to eliminate expalsidies by 2013. It argued that
this was part of its concessions for a global agesd on the DR.

5. Conclusion

The European Commission has repeatedly argued giramid-2000s that bilateralism
and multilateralism need not be mutually exclusared that the key condition for
compatibility is whether preferential agreementgenhthe technical capacity to bolster
or undermine the WTO. As EU new bilateral agreememitow for greater trade
liberalization than the existing multilateral aaterthey can be seen as a form of
enhanced cooperation in trade that would later @susceptible of multilateralization.
This paper has not disputed that claim. On theraontit has recognized that it is based
on a solid research body and that the WTO+ and \WT@ature of the agreements

!5 Ahnlid and Elgstrém (2014: 87) allege that the B¢ in the negotiations changed at the end of the
2008 meeting: “becoming more a mediator than adéad
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should be taken into account to establish the cdibifiiy of bilateral and multilateral
trade approaches.

This paper however has challenged the compreheresge of the European
Commission argument. It has argued that the paiefioti multilateralization of regional
trade agreements is not a sufficient condition dompatibility and proposed a new
independent variable to complete the analyticalagqn: difficulties severity in the
multilateral negotiations. This variable is based the idea that difficulties in
multilateral negotiations lead toward new bilateagleements as a strategy to get the
accord at the multilateral level but when thesdalifties become too severe bilateral
agreements may be a way to substitute the mulillagreement and ensuring new
market access.

To establish whether the stalemate of the DR s2@@® can be considered to represent
too severe difficulties from the perspective of Hid, we have used a proxy. We have
looked at whether the EU has changed its actiotiseaDR from that moment in time,
that is, at whether there has been a change in ddgonses (accommodation or
entrenchment) to BIC in the DR before and after®0®ccording to the results, there
has indeed been a change in the EU strategy towhedsew trading powers. Until
2008 the position of the EU can be considered aotodative to the new trading
powers. From 2009 onwards, however, the attitudén@fEU in the Doha negotiations
shifted to entrenchment. Having exhausted its stopegotiate in agriculture in 2008,
the EU has not offered more concessions at thalatatal level.

From the viewpoint of the compatibility equationese results indicate that EU bilateral
agreements initiated in the twenty-first century && justified from the perspective of
the multilateral system until 2008. The latest Elatbral agreements or negotiations,
however, would be read as substitutes to a mutdhtstrategy. In other words,
potential free -trade agreements with Japan otJtBevould hardly be defensible from
the point of view of effective multilateralism, kast in the short term. Through these
bilateral agreements, the EU would be looking fer market access opportunities that
it used to obtain from multilateral agreements dhdt have become even more
important in a context of economic crisis. Hencgtead of efficient multilateralism the
main aim of the EU would be efficient bilateralism.

Anecdotal evidence lends support to our hypothds$ the nature of EU bilateral

strategy has changed. Since 2006, the EU reattidiifficulties in the DR seems to

have been the same: bilateral agreements. Yet 8006 until 2009 the EU sought
bilateral partners among new important trade pkyerdia, ASEAN and South Korea).
Since then, the EU has focused on reaching agréemeth the old Quad members
(Canada, Japan and the USA) which are even morerien trade partners. Moreover,
these results are in line with the conclusions iedcby some authors (Siles-Brligge,
2014; De Ville and Orbie, 2011) that policy-maker©G Trade at a time of economic
crisis are being more sympathetic to the argumedftsexporters than import-

competitors. They are also in alignment with recestearch on how the reciprocity
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agenda of the EU, recognized in 2006 by the Eumo@mammission in ‘Global Europe’,
varies depending on the degree of economic devedoprof the partner. Following
Woolcock (2014), the market access interests ay bf a role the less developed the
partner the EU deals with and vice-versa.

It may be that this new bilateral strategy wouladeowards a multilateral agreement in
the medium to long term by provoking a domino dffdhe danger of the old Quad
partners establishing a preferential market throbigieral agreements may lead the
new trade veto players to lower their expectatiaml facilitate a multilateral
compromise. But this may also not happen. By ogetiese negotiations or signing
these agreements the EU has taken the risk of gedag the multilateral system.
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