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Summary

The 107" Congressiscurrently debating regional tradeagreements(RTAS) fromtwo
i mportant perspectives—directly andin connectionwithgrantingthe Adminisirationtrade
negotiating authority. TheCongressisdirectly addressngRTAsviatheU.S.-Jordan Free
Tradeagreement, whichhasbeen approvedintheHouseandisunder considerationinthe
Senate. Also, theBush Adminigtrationisnegotiating agreementswith Chileand Singapore
that may besent to Congressfor consideration. Inaddition, Congressisweighingwhether
to grant the Administrationtradepromotionauthority (TPA), alsoknow asfast-track
authority. The Administration hasindicated it would use TPA to negotiate trade
agreementsat themultilatera leve throughtheWorld TradeOrganizationand RTAsat the
regional and bilateral level.

Whileeconomicanaystsareingenera agreement that multilateral tradeagreements
yiddimproved socia welfare, thepictureismorecloudedfor RTAS. Thisreport consders
numerousfactorsemployedinjudging RTAs. Thesefactorsinclude: distinctionsbetween
multilateral andregional tradeagreements, thegainsthe United Statescan expect from
entering regional tradeagreements, andtheimpact of therecent flurry of RTA activity on
U.S. interests.

By allowing productionto shift from domestic producerstolower costforeign
producers, RTAsand multilateral agreementsmay resultintradecreation, but RTAsmay
asocausetradediversonastradeshiftsfromlower cost non-RTA membersto higher cost
membersbecause of thetariff preferenceextendedtomembers. Thepotential for trade
diversionisgreater whenthetradebarriersfacingnon-RTA membersarehigh. RTA
opponentsal soarguethat RT Astend to exclude poor nationsand distract attentionfrom
multilateral negotiations.

Empirical andysesof RTA formationgenerdly findtheimmediateeconomicimpact
onthe United Statesto be small whether theUnited StatesisintheRTA or not. Atthe
sametime, thegainsfor U.S. RTA partnersareconsiderably larger. However, numerous
analystshelievethat theUnited Statessolidifiesforeignrel ationshipsand extendsits
influenceover the trade agendaby forming RTAs, andthegai nsover anextended period
arepotentially muchlarger asthetrade-restrai ningimpactsof national bordersarereduced.

Separatesetsof RTAsinvolvingthe EU and M exico appear to becausingthemost
concernfor theUnited States. EU tradewithitsRTA members(includingintra-EU trade)
isoverthreetimesU.S. tradewithitsRTA members, openingthepossibility that it will
becomedominantin setting thetradeagenda. Mexico’ stradeagreementswiththeEU and
numerousL atin American countriesraiseadifferent concern. Mexicomay bepositioning
itself asatrade hubwith agreement membersasspokes. Thishub-and-spokesetup may
encouragefirmstolocateinMexicoinorder to havetariff-freeaccessto member
countries. Additionaly, U.S. firmshaveto competewith firmsfromtheother Mexican
RTA countries for a share of the Mexican market.
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Regional Trade Agreements: An Analysis
of Trade-Related Impacts

Introduction

Sincetheend of WorldWar |1, the United Stateshaschampi oned multilateral trade
agreements. However, aswitnessed by thefailureof theNovember 1999 World Trade
Organization (WTO) Ministeria in Seattle, multilateral tradenegotiationshavebecome
extremdy difficulttostart, andif started, they likely will beincreasingly difficult tocomplete
due to the expanded scope and complexity of the issues under negotiation.

Inthefaceof thesedifficulties, numerouscountrieshaveturnedtoregional trade
agreements(RTAS) assubstitutesfor or asprodsto encouragemultil ateral tradetal ks
Typically, regional trade agreementsmay comebeforethe Congressintwo basic
fashions—directly or througharequest for tradepromotionauthority. Individua RTAS
may bebrought beforethe Congressfor approval consideration. For example, theU.S.-
Jordan Free Trade Agreement negotiated during theClinton Administrationiscurrently
beforethe Congress. TheHousevotedto approvetheagreement. IntheSenate, itwas
approved by theFinance Committee, but afl oor votehasnot yet beentaken. Inaddition,
theBush Adminigtrationiscurrently negotiating bil ateral freetradeagreementswith Chile
and Singaporeand amultilateral Free TradeAreaof theAmericas(FTAA).2 Depending
onthe progressof negotiations, proposed agreementsmay bepresented tothe 107"
Congressfor consideration. Regardingtradepromotionauthority (TPA)—or, asit has
historically beencalled, fast-track | egid ativeauthority—theBush Administration hasasked
that the Congressgrantthisauthority. By extending TPA tothe Administration, Congress
agreesto limit debateonquaifying tradeagreementsandtovoteonthependinglegidation
withinagiventimeframewithout amendments. Fasttrack or TPA expiredin1994and
attemptsto renewthe authority have not beensuccessful. TheBush Administration
reportedly desiresto use TPAto negotiate awiderangeof RTAsaswell asapossible
multilatera tradeagreement viatheWorld Trade Organization (WTO). Opponentsof

! The terms free trade area/agreement and regional trade agreement are oftentimes used
interchangeably. However, there are two basic types of RTAs—free trade agreements and
customs unions. These agreement types will be discussed below.

2For information on these negotiations see Singapore-U.S. Free Trade Agreement by (nam
eredacted). CRS Report RS20755.

U.S-Jordan Free Trade Agreement by (name redacted). CRS Report RL30652.

A Free Trade Area of the Americas. Satus of Negotiations and Major Policy Issues by
(name redacted). CRS Report RS20864.
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granting TPA assert that the Administration can negoti atetrade agreementswithout fast
track. They cite the U.S.-Jordan Free Trade Agreement as an example.?

Thisreport examineseconomicfactorsemployedinassessingwhether theUnited
Statesisfalling behind by not negotiating multilateral and/or regional tradeagreements.
Firgt, trade-related strengthsand weaknessesof multilateral and regiona agreementswill
bepresented. Second, potential gainsfromtheUnited Statesnegotiatingtradeagreements
will be addressed. Finally, thesignificanceof theUnited Statesnot beinginvolvedinthe
current flurry of trade agreementswill beassessed. Thisreport will concentrateonthe
tradeaspectsof RTAs. Asaconsequence, twoimportant aspectsof thecurrent regional
trade agreement and TPA debates—inclusonof environmenta andlabor standards—will
not be explored.*

Multilateral versus Regional Trade Agreements—Strengths
and Weaknesses

Inthecontext of thisdiscussion, amultilateral agreement would benegotiated within
theframework of the W orld Trade Organi zation (WTO) andinvolveal WTO members
(currently 142), wheressregiond tradeagreements(RTAS) wouldinvolvealimited number
of countries (two or more).®

RTA requirements are spelledout inArticle XXV of the updated General
Agreement onTariffsand Trade(GATT) (now apart of theWorld TradeOrganization
(WTO)),or ArticleV of GATT' ssister agreement whichcoversservices(theWTO's
General Agreement on Tradein Services(GATS)). Theessentid requirement of Articles

% For information see Trade Promotion Authority (Fast-Track Authority for Trade
Agreements): Background and Developments in the 107" Congress by (namer edacted)
(CRS lIssue Brief 1B10084). This report also discusses H.R. 2149 and S. 1104, TPA
proposals before the House and Senate.

“For information on these issues see Jordan-U.S. Free Trade Agreement: Labor Issues
by (name redacted). CRS Report RS20968.

Trade Agreements: A Pro/Con Analysis of Including Core Labor Sandards by Gary J.
Wells. CRS Report RS20909.

Environment in the WTO, by (name redacted). CRS Briefing Book on Trade
[http://mww.congress.gov/brbk/html/ebtra20.html]. Updated periodically.

Environment in Fast Track, by (name redacted). CRS Briefing Book on Trade
[http://www.congress.gov/brbk/html/ebtra23.html]. Updated periodically.

Environment Issues in Trade Disputes, by (namer echcted). CRS Briefing Book on
Trade [http://www.congress.gov/brbk/html/ebtra22.html]. Updated periodically.

5The upcoming WTO Ministerial meeting this November in Doha, Qatar will be aimed at
starting a new round of multilateral trade negotiations.
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XXI1V andV isthat RTAsdrop substantially all tradebarriersbetweenthenegotiating
partners.®

Therearetwo basi ctypesof agreementsthat qualify for notificationunder these
articles. They arefreetradeareas(FTA) and customsunions. Membersof FTAs
eliminatetradebarriersonsubstantialy al tradeamong members, but themembersarefree
tomaintaintheir existing tradepoliciesagainst non-members. However, thearticlesrequire
that thetraderestrictionsagai nst non-membersnot becomemorerestrictive. Membersof
customsunionsmust al so substantially reducebarriersamong members, but they adopt a
commontradepolicy regardingnon-members’ NAFTA isanexampleof anFTA, while
theEuropean Union (EU) and MERCOSUR (Argentina, Brazil, Paraguay, and Uruguay)
arecustomsunions. TheU.S.-Jordan Free Trade A greement negotiated by the Clinton
Administrationthat i s pending beforeCongressisasoan FTA asaretheChile, Singapore,
and FTAA agreementscurrently being negotiated by theBush Administration. TheU.S.-
Jordan agreement wasnegotiated without thebenefit of TPA, andthusfar theChile,
Singapore, and FTAA agreements are also being negotiated without TPA .8

Trade Creation. Bothmultilateral andregiond tradeagreementsmay improvethe
overdl economicwelfareof society throughtrade cr eation. Uponimplementationof a
tradeagreement, productiveactivitiesbegintoredignthemsavesaround themost efficient
patternthenew agreement alows. For example, if atradeagreement lowerstradebarriers
onanitem, then production may shift fromdomestic producerstolower costforeign

® There is a third type of trade agreement authorized under WTO rules. It is described in
the GATT’s Enabling Clause and typicdly involves developed countries extending specidl,
favorable treatment to developing countries. The General System of Preferences (GSP) is
an example. While the developing countries are not asked to reciprocate by lowering their
trade barriers, qualifying requirements such as meeting internationally accepted core labor
standards might be required. The Enabling Clause may also be used between developing
countries. The United States participation in the GSP program is set to expire this
September. As aresult, thisissue will be before the 107" Congress. (For details of the U.S.
program see Generalized System of Preferences by (namer edacted) (CRS Report 97-
389.)

" The exception to this occurs when a customs union forms a trade agreement with athird
party. The European Union-Mexico free trade area which became effective July 1, 2000
is an example.

8The proposed U.S.-Vietnam Bilateral Trade Agreement is an example of a trade agreement
that does not qualify under either GATT’s Article XXIV or GATS' Article V. It is not an
FTA or customs union. It is authorized under GATT's Enabling Clause. With this
agreement the United States and Vietnam would agree, among other things, to extend
temporary most favored nation status (MFN also known as normal trade relations) to each
other. MFN reduces tariffs to the current applicable WTO levels. In this respect, the United
States is extending to Vietnam, a non-WTO member, the benefits of WTO membership, but
tariffs between the United States and Vietnam are not substantially eliminated as is required
of regional trade agreements in GATT’s Article XXIV. For a description of the Vietham-
U.S. Bilatera Trade Agreement and the procedures under which it is being considered in
Congress (smilar to TPA) see The Vietham-U.S. Bilateral Trade Agreement by (namer
edacted) (CRS Report RL30416).
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producersresultinginsubstitutingthetraded itemfor domestic production. Thisistermed
tradecreation. Throughthismove, domestic consumersbenefit by being abletoacquire
theitemat alower price, or by wider choice, or enhanced quality, or acombination of
these. Atthesametime, domesticresourcesarefreedfor useinother endeavors. That
latter processoften drawsopposition from displaced workersand theownersof displaced
resources. Balancingthoseissuesinwaysthat enhance publicwelfareisanongoing
challenge to policymakers.

Thefull impact of trade creation may takean extended period of timetoberealized
becausetheincreased tradethat accompaniestradeliberali zationiscorre ated withincome
growthover time. Empirical estimatesof therel ationship predict that aone percent
increaseintraderel ativeto grossdomestic product (i.e., tradedivided by GDP) resultsin
national income growing an additional one-half to 2 percent per year.

Trade diversion. Inadditiontotradecreation, RTAshaveapotential drawback.
BecauseRTAsarenot fully inclusivethey may resultintrade diverdon. Tradediverson
isbest describedby anexample. If prior toformationof NAFTA theUnited States
purchased aproduct from Chinabut subsequently shifted purchasestoMexicosolely as
theresul t of NAFTA eventhough Chinaremainedthelower-cost producer, thenthe
regiona tradeagreement would beresponsiblefor tradediversion. Inthiscase, theUnited
Statesshiftedproduct sourcesnot because M exicoimproveditsability to produceor
Chi nalost someof itsability, butinstead becausethe United Statesbegan giving Mexico
preferential treatment over China.

Overtimethegrowthfactorsinvolvedintradecreationmay hel pto offset theadverse
impactsof tradediversion. Additionally, the prospect for tradediversiondeclinesasthe
size of anRTA grows andasthe trade barriersappliedagainst non-membersdecline.
Extremesituationsillustratethesepoints. First, if an RTA growstoencompassall
countries, thenno country isexcluded. Hence, thereisno chanceof divertingtrade.
Second, if tradebarriersagainst non-membersarediminated, thenbeingan RTA member
may be little different from being a non-member.

Additionally, most proponentsof RTAsarguethat thegainsfromtradecreationare
very likely toexceedthecostsof tradediversion.!® Hence, proponentsconcludeRTASs
should beundertaken based onsimplebenefit-cost analysis. However, arecent |M F Staff
Paper compared theimpact onthegrowth of nationsthat either enteredintoRTAsor
liberalizedtradeinanondiscriminatory manner (e.g., withintheGATT/WTOframework

® See the World Bank Briefing Paper entitted "Assessing Globalization: Does More
International Trade Openness Increase World Poverty?'
[http:/imwww.worldbank.org/html/extdr/pb/globalization/paper2.htm 2000]. Also see, the
WTO. Annual Report: 1998 World Trade Organization. P. 42-46. “One such study found
that open economies grow 2 to 2.5 percentage points a year faster than closed economies,
after controlling for other factors.” (P. 45) Other similar studies found a more modest
impact.

10 See Bergsten, C. Fred. “Open Regiondism.” in Whither APEC? The Progress to Date
and Agenda for the Future. Ed. C. Fred Bergsten. Specia Report 9, Institute for
International Economics. October 1997. Pp 83-105.
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of reciprocal tradeliberalizationor unilaterally) between 1960 and 1980. Broad,
nondiscriminatory tradeliberali zationwasfoundto enhancegrowthin both theshort- and
long-term. Ontheother hand, accordingtothestudy, participationinRTAsresultedin
slowedgrowth.* Theauthor wasnot ableto determineif thepoor resultsfor regional
tradeagreement formationwasduetotradediversion, andtheresultsdonot directly apply
tomany of thetypeof agreementsthat arebeing considered today becausetheRTAsthe
| M Fstudy considereddidnotincludeamixtureof devel oped and devel oping countries.
Nonethel ess, the issue remai nsopenuntil stronger evidenceoneway or theother canbe
presented.

Beyond trade diversion. Numerouseconomistsbelievedevel oping countries
areill-equippedto navi gatethemazeof rulesthat accompany many RTAS, puttingthese
nations at adisadvantage that may perpetuate poverty. Other concernsregarding RTAs
center onthetreatment of non-members. Of course, tradediversionisoneconcern, but
thereisapotential that theproblemwill gobeyondtradediversion. Asan RTA becomes
|arger, membershipbecomesmoredesirable. Togainacompetitiveedge, firmsinnon-
member countrieslobby their governmentsto seek membership. However, atthesame
time, competingfirmsaready intheRTA may haveanincentivetolobby their governments
to bar newmembersinorder tokeep competitionout. Thisraisestheconcernthat
regional trade agreements may be "prone to captureby protectionist lobbying."?
Furthermore, many contend that thecountriesthat areeasi est to keep out arethosewith
a high percentage of poor residents, thereby slowing their chances of escaping poverty.

Also, RTAstendtorai seregulatory requirementsthat may otherwisebeunnecessary.
Rulesof originserveasanexample. Topreventanitem produced by afirmlocatedina
non-member country fromreceiving thepreferenceaccordedto productsproduced within
theRTA, asystemof determining product originmay needtobeformulated. INNAFTA,
forexample, if aproduct isimportedinto M exicoandthentransshippedtothe United
Statesit wouldnot bedigiblefor preferentia tariff treatment asit crossedintotheUnited
States; but without a system to track its origin this would not be known.*3

Proponentsof regional tradeagreementsgenerally concedethat amultilateral trade
agreement issuperior to acomparable RTA becauseof the concerns raised above.

1 See Vamvakidis, Athanasios. “Regionad Trade Agreements or Broad Liberalization:
Which Path Leads to Faster Growth?” IMF Saff Papers, Vol. 46, No. 1 (March 1999), pp.
42-68.

2 See "A question of preference." The Economist. August 20, 1998, pp. 1-2.
[http://www.economist.com] p. 2. This aspect can be seen in the debate regarding EU
expansion. Some member countries are not anxious for new members to join the EU. Some
analysts also believe Mexico is less than enthusiastic regarding formation of FTAA because
of its specid relationship with the United States and Canada.

13 Typicdly, the entire product does not have to originate from within the RTA. For
example, 50 percent RTA content is a typical requirement. Rules of origin, and all the
complexities and costs of their implementation, are necessary for free trade agreements, but
customs unions with their common external tariff can avoid this problem.
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Hence, their lineof argument tendstofollow twotracks. First, they arguethat RTAs
shoul dbepursued becausethebenefitsexceed thecostssinceRT A scan go beyond what
isfeasiblewithamultilateral agreement, and/or RTAswill makemultilateral agreements
morefeasibleinthefuture. Second, proponentsprovideaset of characteristicswhichwill
allow an RTA to avoid some of itsinherent pitfalls.

Toovercometheproblemsinherent with RTAS, proponentstypically recommend
they have certai ncharacteristics. Theseincludeleavingthedoor openfor new members.
Thisreducesthechanceof tradediversion. Withopen RTA membership, if anationfalls
victimtotradediversion, it canavoidthisproblemby joining, provided, of course, that the
RTAs open door commitment does not meet internal road blocks.

Many economicresearchersal so suggest that steps needto betakento avoid
buildi nganinefficient regulatory environmentintoan RTA agreement. TheCommon
Agricultural Policy (CAP) of theEuropean Unionisoftentimescited asan exampl eof
regulatoryfailure. The CAP protectsEuropeanfarmersthrough asystem of policy
measuresthat requiresasgnificant percentageof theEU budget toadminister. SomeRTA
proponentsbelievetheregul atory environmentisthemostimportant aspect that RTA
framersshouldkeepinmind. Accordingtothat view, theregulatory environment setsthe
stageand ultimately determinesthesuccessor failureof anagreement. Additionally, some
proponentsof regional trade agreementssuggest that they contributeto enhancing
economic liberty.

Another argument infavor of regional tradeagreementsisthat they cangofurtherin
reducing non-tariff barriersthan WTO-negotiated multilateral agreements. Thisisthecase
becausethe | mited membershipfocusesattention onthediscriminatory actionsof fellow
members.

Politically, RTAsareal so seenasaway to prod countriestoliberalizetradeina
multilateral setting. Proponentsseetwo avenuestoreach multilateral tradeliberalization.
Thefirstisadirect routeviatheWorld Trade Organization, thesecond, anindirect route,
isviaexpansionof theinfluenceof RTAs. TheRTA routeissometimesviewed asaway
topressurerd uctant participantstojoininmultilateral tradetalks. Inparticular, devel oping
countries, viatheimpliedthreat of beingleft out of RTA agreements, may beinfluencedto
view multilateral trade agreementsin amorefavorablelight. Pascal Lamy, EU
commissioner fortrade, and U.S. TradeRepresentativeRobert Zodllick inajointly written
Washington Post editoria explainedthisview by stating, “ Devel oping countriescannot
expecttofareaswell astheUnited Statesandthe EU inasystemof unbridled bilateraism.
They would do much better under a multilateral trade round.”*®

4 For example, see Hudgins, Edward L. Regional and Multilateral Trade Agreements:
Complementary Means to Open Markets (The Cato Journal. Vol. 15 No. 2-3
(Fall/Winter 1995/96) (www.cato.org)). He further suggests that enhancing economic liberty
should be a priority in judging RTAS.

15 See In the Next Round by Pascal Lamy and Robert B. Zodllick (Washington Post. July
(continued...)
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The United States and RTAS

Typicaly, empiricd studiesof U.S. participationinRTAsfind only modestimmediate
or upfront economic gainsfor the United Statesfromtradeingoods. Atthesametime,
thegainsfor our agreement partnersaretypically foundtobeconsiderably larger. For
example, an|ngtituteof International Economics(l1E) study estimatedthestaticwelfare
impact of formati onof theproposed FTAA tobeover four timesgrester for Mexicoand
Argentinathanthe gainestimatedfor the United States, andfor Brazil the gainwas
estimatedto betwo andahalf timesgreater thanfor theUnited States!® The United
States’ dominanceasatrading power goingintotheagreementisprobably responsi blefor
this result.

Theimpact of NAFTA onU.S.-Mexicotradetodateillustratesthemodest impact
onthe United Statesresultingfrom RTA formation. Betweenthe 1994 beginning of
NAFTA and2000 U.S. exportsto M exicoincreased almost 124 percent. However, at
thesametime, Mexicanimportsfromnon-U.S. sourcesincreased almost 109 percent, and
thelower growthfromnon-U.S. trade sources can beattributed tothefirst yearsof
NAFTA whenMexico hadaneconomiccrisis. FigurelpresentstheU.S. shareof
Mexicanimportsfrom 1985through2000. From 1994 until 1996 thesharegrew from
justunder 72 percent tojust over 75 percent, but from 1996 onwardtheU.S. share
steadily fell toabout 73 percentin2000. That istosay, sincetheinceptionof NAFTA the
United States’ shareof the M exican market hasgrown only about 1 percent,andthis
growthresulted becauseof rapid U.S. market sharegrowth duringMexico’ seconomic
crisis. Thissuggeststhat much of theincreased exportsthe United Statesexperienced may
be the result of increased international economic activity by Mexico and not NAFTA.Y

15(...continued)
17, 2001, Page A17).

*See New Regional Trading Arrangements in the Asia Pacific? By Robert Scollay and
John P. Gilbert (Institute for International Economics, Policy Anadyses in International
Economics Number 63, May, 2001.) Welfare was measured as a percent of gross domestic
product for each of the countries involved. With regards to the impact of RTA formation
on the United States, empirical studies potentialy suffer several modeling shortcomings that
may make estimates of the gains experienced by the United States lower bounds. That is
to say, the actual levels are likely to be equal to or greater than the estimates. First, adequate
incorporation of the services sector in trade models is difficult. For example, the authors of
the 11E study point out that their study was unable “to satisfactorily model services trade
liberdization.” As a result, the modest welfare gains found for the United States are likely
to be augmented by gains in the service sector. Given the growing importance of the service
sector to U.S. trade, these gains may be substantial.

YFigure 1 also shows that U.S. market share grew fastest prior to NAFTA formation (from
just over 65 percent in 1987 to about 71 percent in 1993). This growth is likely a result of
Mexico's unilateral reduction in trade barriers. Mexico's Maquiladora program is an
example. Under this program, Mexico provided tariff preference to imported parts which
were ether further manufactured or assembled and then exported. Under the Maquiladora
program, the Mexican government did not place tariffs on imported parts and the United

(continued...)
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Figure 1 U.S. Share of Mexican Imports
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Ontheother hand, looking beyondtheshort-termtradeimpactsof RTAS, some
analystsbhelievethat thecl oser tradetiesthat result from partici pationintradeagreements
(particularly RTAS) will provideaspirit of cooperationamong membersthat may foster
closer bilateral ties and cooperationonarange of issues. Itisalsofeltthat U.S.
participationintrade negotiationswill enhanceU.S. abilityto set or influencethe
international trade agenda.

Theimmediategainsdi scussed abovedo not all ow for adjustmentsintheunderlying
economicstructuresthat arelikely tobeencouraged by formationof anRTA. Model sthat
have attemptedtoincorporatethesedyanmic aspectsof tradeby allowingfor capital
investment and changesin productivity tendto predict larger, ongoi ng gainsthan estimates
from static models.

One consequenceof RTA formationisreducingtheimpact of members borders.
For example, thetariff-freeaccessthat NAFTA affordsitsmembersreducestheeconomic
impact of the bordersthat separate M exico, theUnited States, and Canada. Part of this
impactiscapturedinthe up-frontgains, but anextended amount of timemay berequired
totakefull advantage of the reducedtradebarriers. Theultimateimpactan RTA couldbe
expectedto haveiscompleteelimination of theborder’ seconomicimpact. Whileitis

17(...continued)

States, via our harmonized tariff schedule, levied tariffs only on the value added in Mexico.
For U.S.-Mexican trade, NAFTA provisions have replaced this program. For information
on the Maguiladora program see Maquiladoras and NAFTA: The Economics of U.S-
Mexico Production Sharing and Trade by (namredacted) (CRS Report 98-66 E, January
27, 1998). A result of the Maquiladora program was an increase in the within-industry trade
between the United States and Mexico. Between 1990 and 1994 a measure of the within-
industry trade between the two countries almost doubled.
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unlikely that any RTA will achievethisultimatelevel of economicintegration, onewould
expect RTA formationtomoveinthisdirection. However, thechangemay takedecades
toreachitsfull potential. Onereasonfor thisisthat infrastructuresystemshaveto adjust
fromthe pre-RTA to post-RTA environment. For example, priortoNAFTA (andits
forerunner theCanada-U.S. Free Trade Agreement) much of Canada sdistributionsystem
(e.g., roads, distribution centers, and communi cation systems) wasgeared toward east-
west trade withinCanada. Astimepassesandinfrastructurechangesaremade, itis
reasonableto expect that theimpact of U.S-CanadiantraderesultingfromNAFTA will
increase.'®

Is The United States Being Left Behind?

Recently, concernhasbeen expressed that the United Statesisbeingl eft behind
becauseof theproliferation of RTAsthat donotincludetheUnited States. Somehave
arguedthat United Statesnon-participationintradeagreementsplacesU.S. exportersat
acompetitive disadvantage. Theseproponentspoint out that thereareover 130regional
trade agreementsinforcearoundthe worldtoday, andtheUnited Statesisparty toonly
two—the U.S.-Israel Free Trade Agreement and the North American Free Trade
Agreement (NAFTA). They further point out that therehasbeenarecent flurry of regional
tradeagreement formation. Since 1990, morethan 100 agreementshaveenteredinto
force. NAFTA fallsintothisgroup havingenteredintoforcein 1994, but thelsrael
agreement datesto 1985.1° Otherspoint out that many of theseagreementsinvolvesmall,
perhapsinconsequential,amountsof trade, and thereforetheir numbersal onedo not
measure their impact.

Economicanaysesgenerally findthat theaggregatelost U.S. welfarethat resultsfrom
theformationof RTAsnotinvolvingtheUnited Statesisvery small. Inmany individual
casesthe welfarechangeisestimatedto bel ower than onehundredth of onepercent of
GDP. Nonetheless, insel ectedinstances, thecost toindividual U.S. firmsfromthe
discriminationthat resultswhenthe United Statesisexcluded fromtradeagreementscan
besignificant. Thenatureof anRTA isthat firmsfromnon-member countriesfacetrade

¥For a discussion see The Future Course of Trade Liberalization by Gary C. Hufbauer
(Institute for International Economics, 1998). Studies of U.S.-Canadian trade patterns
suggest that if all economic border impacts were eliminated, trade between the two countries
could hypothetically increase by a factor of about 18. Of course, thisis an upper bound of
the potential trade impact between Canada and the United States resulting from NAFTA
formation, and analysts do not predict this extreme will be realized.

SAppendix table Al lists the trade agreements that are still in force and have been notified
to the WTO under GATT Article XXIV and/or GATS Article V. One hundred and thirty
three agreements are listed. In a general sense, some of the agreements are duplicated in
that they are listed as both GATT and GATS agreements. NAFTA is an example.
Appendix table A2 lists additiond trade agreements that are not on the WTO list. It is
unlikely that these lists are exhaustive.
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barriersthat member firmsdonot. Theend result may bereduced or eliminated sal esfor
individua U.S. firmsincountrieswithan RTA towhichtheUnited Statesisnot aparty.”

RTA activity by our major trading partnersisof concerntoandysts. Inparticular,
thetradeagreement activitiesof the European Union (EU) and Mexico (andtoalesser
extent Canada) havereceived scrutiny. TheEU hasreported 30RTAstothe WTO (most
of them since 1990), Mexico 4 (with many more not reported), and Canada 3.
Additionally, inacontinuing pushtonegotiate RTAS, thesetrading partnersarereaching
out to other countries. TheEU, for exampl e, isnegotiating atradeagreement with
MERCOSUR (dthoughthepaceof negotiationisquited ow), and M exicoand Jagpanhave
explored the possibility of beginning talks aiming at a bilateral agreement.

Togivesomesenseof thesi zeof agreementsinvolvingthe European Union, trade
flowsfor 1999 arepresentedinTablel. Thetotd intra-EU exportsarea soprovided.
It canbearguedthat consideration of intra-EU tradeisappropriateif theconcernisthat
theUnited Statesisbeingleft behind by theaccel erating trend toward RTA formation. The
EU isan RTA withanagendaof expansion. Whilemany EU agreementscover relatively
small amountsof trade, several encompassmulti-billionsof dollarsworth of trade, and
intra-EU trade (exports) isapproximately $1.4trillion. Tota tradebetween countrieswith
whichthe EU hasRTAs(includingintra-EU trade) wasover threetimesU.S. tradewith
itsRTA partners(i.e., withinNAFTA andtheU.S.-Israel Free Trade Agreement). These
numberstendto support the argument some analysts make that the EU’ sgrowing
participationinRTAsisalowingittogainmorecontrol over theinternationa tradeagenda.

PFor further information see Jeffrey J. Schott’'s testimony before the Subcommittee on
Trade of the House Committee on Ways and Means, March 29, 2001.

Z0nly exports are provided to avoid double counting (i.e., one EU country’s exports to
another EU country is that country’s imports). In this case, exports are a measure of total
intra-EU trade.
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Table 1. European Union Trade With Selected Trading
Partners—1999 (Billions of U.S. Dollars or percent)

Agreement Total Trade

1 Intra-EC Exports $1,399.3
2 EC — OCTs (Defined in the Appendix) N/A
3 EC — Malta $3.0
4 EC — Switzerland and Liechtenstein $120.0
5 EC — Iceland $2.6
6 EC — Cyprus $2.8
7 EC — Norway $58.2
8 EC — Algeria $13.9
9 EC — Egypt $10.4
10 EC — Jordan $1.3
11 EC — Lebanon $2.8
12 | EC — Syria $3.9
13 EC — Andorra $1.0
14 | EC — Czech Republic $37.7
15 | EC — Hungary $38.9
16 EC — Poland $50.2
17 | EC — Slovak Republic $12.0
18 | EC — Romania $12.5
19 EC — Bulgaria $5.0
20 EC — Estonia $4.6
21 EC — Latvia $3.2
22 EC — Lithuania $3.8
23 | EC — Turkey $37.7
24 EC — Faroe Idands $0.6
25 EC — Slovenia $12.7
26 | EC — Palestinian Authority $0.0
27 EC — Tunisa $11.2
28 EC — South Africa $21.9
29 EC — Morocco $11.9
30 EC — Israd $22.3
31 EC — Mexico $15.3
32 | Total of Rows 2-31 $521.5
%of Intra-EU Trade 37.3
% of U.S. Trade 30.3
33 Rows 1-31 asa % of U.S. Trade 111.7
34 Rows 1-31 as a % of U.S. intra-RTA trade 3315
Source: OECD

That isto say, someanaystsseetheEU, viaitsRTA activity, asextendingitssphere
of influenceover tradepolicy andtrading rules/standards. Thiswouldgiveit morecontrol
over key international tradeagendaitems. For example, someanalystsarguethat the EU
isbecoming moredominant insettinginternational standards. Asaresult, U.S. firmsmay
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be placedat acompetitive disadvantageif international standardsdifferfromU.S.
standards. By blocking theproposed merger of two A merican companies, General
ElectricandHoneywell, after U.S. approval theEU hasal soexerteditsinfluenceover
another portion of the international trade agenda—competition policy.

BecauseM exicoisamember of NAFTA itsRTA activity raisesanother potentialy
serious concern—-the hub-and-spoketradingbloc. InaNew Y ork Timeseditorial,
economist Robert M. Dunn, Jr.describesM exico as our biggest trading problem. He
dates, “ It hasaggressively pursued agreementswith threebig markets-North America, the
European Unionand L atin America(throughindividual agreementswith many countries,
including Chile, Colombia, Venezuela, Bolivia, CostaRica, Uruguay and Nicaragua).
Theseagreementshaveal owed Mexicoto construct auni que hub-and-spoketrading bloc,
withitself asthe hubanditspartnersasspokes”? TheRTAsMexicohassigned giveit
preferential accesstonumerousmarketsthat do not havethesamelevel of accesswith
eachother. For example, most Mexican productshavetariff-freeaccesstotheU.S.
market andtheywill have similar accessto theEU market astheEU-MexicoFTA is
phasedin, but U.S. productsdonot havetariff-freeaccesstothe EU market and likewise
EU productsdo not have tariff-freeaccesstotheU.S. market. Thiscreatesanincentive
tolocateproductionfacilitiesinMexicoinorder totakeadvantage of M exico’ sspecial
positionasatrading hub. Inadditiontothisincentivetodivertinvestment toMexico, the
hub-and-spoke phenomenon createsan evenmoredirect problemfor U.S. producers,
accordingto Dunn. WhenU.S. firmstry to ship productsto Mexicothey faceadded
competitionfromthe EU and L atin American countriesthat havethesametariff-free
accesstotheMexicanmarket accorded U.S. firms. Toalesser extent Canadaiscreating
the same problem with its FTA with Chile.

Conclusion

Economistsgenerdly believethat multilatera tradeagreementsyieldanet contribution
to social welfare, but experiencehasshownthat multilatera tradenegotiationwithinthe
context of theWorld TradeOrgani zationisdifficult. Asaresult, many countrieshave
turnedtoregional tradeagreements. BecauseRTAsinvolvefewer countries, presumably
with similar interests, completing an agreement seems more plausible.

Multilateral andregional tradeagreementsmay haveoneaspectincommon. They
may increasesociety’ soverall welfareviatradecreation. Withtradecreationdomestic
productionisreplaced by lower cost foreign production. Thisfreesupdomesticresources
tobeutilizedfor other activities. Economically, theendresultisamorecost effective
utilization of resources, and consumersreap thebenefitsviareduced prices, wider choice,
increased quality, or acombination of all these.

2See Mexico's Growing Trade Advantage by Robert M. Dunn Jr. (The New York Times,
Thursday, July 5, 2001)
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However, regional tradeagreementsdiffer fromtheir multilateral counterparts. The
differenceshingeonthefact that somenations, by definition, areexcludedfromRTAS.
Hence, RTA membersmay concludethat they gain by thearrangement, but non-members
may not fareaswell. Theend result may bethat, while RTAsmay introducetrade
creation, they may al so causetradediversion. Inthiscase, productionisswitchedfrom
anon-RTA member to amember not because of achangeinability by themember or
non-member to producethe item but becauseof the preferenceaccorded membersover
non-members.

Becauseof the possibility of welfarereducingtradediversion, many analysts
recommendthat RTAshavecertaincharacteristics. Thepossibility of tradediversionis
reducedwhenanRTA islarge (not asmany non-membersto discriminateagai nst) or the
trade barriersagainst non-membersarelow (alower level of discrimination). Asaresult,
proponentsof RTA formationoftentimesrecommendthat RT Asremainopentonew
members. Thisreducesthechanceof tradediversionbecauseif it exists, thenon-members
facingsignificant discriminationwill seek tojointoavoidtheeconomicpainof trade
diversion. Of course, opennessof thissortisapolitical decisionandthereisnoguarantee
that it will occur.

RTAsdsodiffer frommultilaterd agreementsinthat they sometimesrequireintricate
rulestodifferentiatemember country productsfromnon-member country products. These
rulesarenecessary todetermineif aproductiseligiblefor thepreferential treatment an
RTA affords. If theUnited Statesisnot aparty toanRTA, thenit not only facesthese
rules,butitalsohasno say intheir formulation. RTA rulesmay aso cover topicssuchas
theapplication of anti-dumpingand countervailingduties. Again, if theUnited Statesisnot
aparty tothenegotiations, thentheresulting rulesmay beinconsi stent with current U.S.
policy. Thisisaparticular concernresultingfromtheEU’ sRTA activity. Itisalsoa
concerninthat it oftenruns counter tofreetradeprinciplesgoverning organizationssuch
asWTO.

Despitealonglist of potential costsfor not participatinginRTAS, theup-front
economic benefitstotheUnited Statesof participating appear tobequitesmall. However,
thepotentid for longer term substantial benefitsispresent. If RTA formationencourages
international, cross-border activity to gpproachdomesticactivity (i.e., reducetheeconomic
importanceof theinternationa border), thentheincreasein U.S. international activity could
exceedtenfold. Whilethisambitiouslevel may never beattained, empirical estimates
typically suggest that the impact of RTA formation grows with time.

A lessthantangiblepotential benefit for theUnited Statesof RTA formationisthe
possi bl eincreasedeconomicstability of members, and thisbenefit existswhether or not
the United Statesisapartyto the agreementsalthoughit may be enhancedby U.S.
participation. Ontheother hand, RTAsalso havethepotential for promotingfriction by
creating competitivetradingblocs. For example, asMexicoformstradeagreementswith
numerousof our largest trading partnerstheincentiveexistsfor investment to shift fromthe
United Statesto M exicowhereexported productshavetariff-freeaccesstoagrowing
number of markets. Additionally, U.S.firmsarelosingthebenefit of zerotariffsinthe
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M exicanmarket asour major competitorsgainthissamepreference. Frictioncanbe
reduced by the United States joining the agreement, but again, there is no guarantee.

Withthecomplexity of ngthebenefitsand costsof regional tradeagreements,
thesuccessof their implementation may hingeonthepolitical determinationof participating
nations. AnarticlefromtheEconomist sumsit upasfollows,* So the successof globd
effortstoliberalisetradedependsmainly onwhether governmentswishtomoveinthat
direction, not onwhether they eschew regional deal sor seekthem.”* Hence, RTA
formation requiresacommitment by policy makerstofindwaysto enhancethebenefitsof
participationwhileat thesametimeseekingwaystoavoidthepitfal ISRTA formationmay
introduce.

Becauseof thepotentia problemsassociated withregional tradeagreements, many
analystsbelieve they should be viewed as second best alternativesto multilateral
agreements. Accordingtothisview, RTA useshould berestricted tosituationswherethey
accomplishmoretradeliberalizationthanisfeasiblewithamultilateral agreement, andif
used, RTAsshould beformulated to minimizepossibleadverseeffects. Inparticular, trade
barriersfacing non-members should be low, and non-members should have the
opportunity to join an existing RTA to avoid the adverse impact of non-membership.

2 See “A question of preference.” The Economist. August 20, 1998, www.economist.com.
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Appendix

Table A1l. Regional Trade Agreements Notified to the GATT/WTO

and in Force
(As of March 2001)

Date of entry | Related provisions Type of agreement
Agreement into force
1 EC (Treaty of Rome) 01-Jan-58 (;AT\? Services agreement
It
2 EC (Treaty of Rome) 01-Jan-58 GATTATrt. XXIV Customs union
3 EFTA (Stockholm 03-May-60 GATTArt. XXIV Free trade agreement
Convention)
4 CACM 12-Oct-61 GATTAtr. XXIV Customs union
5 EFTA accession of 01-Mar-70 GATTArt. XXIV Accession to free trade agreement
Iceland
6 EC — OCTs 01-Jan-71 GATTArt. XXIV Free trade agreement
7 EC — Malta 01-Apr-71 GATTArt. XXIV Customs union
8 EC — Switzerland and 01-Jan-73 GATTArt. XXIV Free trade agreement
Liechtenstein
9 EC accession of 01-Jan-73 GATTArt. XXIV Accession to customs union
Denmark, Ireland and
United Kingdom
10 EC — Iceland 01-Apr-73 GATTArt. XXIV Free trade agreement
11 EC — Cyprus 01-Jun-73 GATTATrt. XXIV Customs union
12 EC — Norway 01-Jul-73 GATTArt. XXIV Free trade agreement
13 CARICOM 01-Aug-73 GATTATrt. XXIV Customs union
14 EC — Algeria 0L-Jul-76 GATTAr. XXIV Free trade agreement
15 PATCRA 01-Feb-77 GATTAr. XXIV Free trade agreement
16 EC — Egypt 01-Jul-77 GATTAr. XXIV Free trade agreement
17 EC — Jordan 01-Jul-77 GATTArt. XXIV Free trade agreement
18 EC — Lebanon 01-Jul-77 GATTArt. XXIV Free trade agreement
19 EC — Syria 01-Juk-77 GATTArt. XXIV Free trade agreement
20 EC accession of Greece 01-Jan-81 GATTArt. XXIV Accession to customs union
21 CER 01-Jan-83 GATTATrt. XXIV Free trade agreement
22 United States— | srael 19-Aug-85 | GATTATrt. XXIV Free trade agreement
23 EC accession of 01-Jan-86 GATTArt. XXIV Accession to customs union
Portugal and Spain
24 CER 01-Jan-89 GATS Services agreement
ArtV
25 EC — Andorra 01-Jul-91 GATTArt. XXIV Customs union
26 EC — Czech Republic 01-Mar-92 GATTATrt. XXIV Free trade agreement
27 EC — Hungary 01-Mar-92 GATTATrt. XXIV Free trade agreement
28 EC — Poland 01-Mar-92 GATTArt. XXIV Free trade agreement
29 EC — Slovak Republic 01-Mar-92 GATTArt. XXIV Free trade agreement
30 EFTA — Turkey 01-Apr-92 GATTAr. XXIV Free trade agreement
31 EFTA — Czech Republic 01-Jul-92 GATTAM. XXIV Free trade agreement
32 EFTA — Slovak Republic 01-Jul-92 GATTArt. XXIV Free trade agreement
33 Czech Republic — 01-Jan-93 GATTArt. XXIV Customs union
Slovak Republic
34 EFTA — Israel 01-Jan-93 GATTArt. XXIV Free trade agreement
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35 CEFTA 01-Mar-93 GATTAtr. XXIV Free trade agreement
36 Kyrgyz Republic — 24-Apr-93 GATTArt. XXIV Free trade agreement
Russian Federation
37 EC — Romania 01-May-93 GATTArt. XXIV Free trade agreement
38 EFTA — Romania 01-May-93 GATTArt. XXIV Free trade agreement
39 EFTA — Bulgaria 01-Jul-93 GATTAr. XXIV Free trade agreement
40 Faroe Islands — Iceland 01-Jul-93 GATTAr. XXIV Free trade agreement
41 Faroe Islands — Norway 01-Jul-93 GATTArt. XXIV Free trade agreement
42 EFTA — Hungary 01-Oct-93 GATTArt. XXIV Free trade agreement
43 EFTA — Poland 15-Nov-93 GATTATr. XXIV Free trade agreement
44 EC — Bulgaria 31-Dec-93 GATTATrt. XXIV Free trade agreement
45 EEA 01-Jan-94 GATS Services agreement
ArtV
46 NAFTA 01-Jan-94 GATTAtf. XXIV Free trade agreement
47 EC — Hungary 01-Feb-94 GATS Services agreement
ArtV
48 EC — Poland 01-Feb-94 ('SAATS Services agreement
v
49 BAFTA 01-Apr-94 GATTArt. XXIV Free trade agreement
50 NAFTA 01-Apr-94 GATS Services agreement
ArtV
51 Georgia — Russian 10-May-94 GATTArt. XXIV Free trade agreement
Federation
52 CIS 30-Dec-94 GATTArt. XXIV Free trade agreement
53 EC — Estonia 01-Jan-95 GATTATrt. XXIV Free trade agreement
54 EC — Latvia 01-Jan-95 GATTArt. XXIV Free trade agreement
55 EC — Lithuania 01-Jan-95 GATTATr. XXIV Free trade agreement
56 EC accession of Austria, 01-Jan-95 GATTArt. XXIV Accession to customs union
Finland and Sweden
57 EC accession of Austria, 01-Jan-95 GATS Accession to services agreement
Finland and Sweden AtV
58 Romania — Moldova 01-Jan-95 GATTATrt. XXIV Free trade agreement
59 EC — Bulgaria 01-Feb-95 E\AT\? Services agreement
rt
60 EC — Czech Republic 01-Feb-95 iAT\? Services agreement
rt
61 EC — Romania 01-Feb-95 GATS Services agreement
ArtV
62 EC — Slovak Republic 01-Feb-95 (,SAATVS Services agreement
rt
63 Faroe Islands — 01-Mar-95 GATTAfM. XXIV Free trade agreement
Switzerland
64 EFTA — Slovenia 01-Jul-95 GATTArt. XXIV Free trade agreement
65 Kyrgyz Republic — 27-Oct-95 GATTAM. XXIV Free trade agreement
Armenia
66 CEFTA accession of 01-Jan-96 GATTAr. XXIV Accession to free trade agreement
Slovenia
67 EC — Turkey 01-Jan-96 GATTArt. XXIV Customs union
68 Estonia — Ukraine 14-Mar-96 GATTATr. XXIV Free trade agreement
69 EFTA — Estonia 01-Jun-96 GATTAtr. XXIV Free trade agreement
70 EFTA — Latvia 01-Jun-96 GATTATrt. XXIV Free trade agreement
71 Georgia— Ukraine 04-Jun-96 GATTATrt. XXIV Free trade agreement
72 Georgia — Azerbaijan 10-Jul-96 GATTArt. XXIV Free trade agreement
73 EFTA — Lithuania 01-Aug-96 GATTATrt. XXIV Free trade agreement
74 Slovenia — Latvia 01-Aug-96 GATTArt. XXIV Free trade agreement




CRS-17

75 Slovenia — Former 01-Sep-96 GATTArt. XXIV Free trade agreement
Yugoslav Republic of
Macedonia

76 Kyrgyz Republic — 21-Nov-96 GATTATIt. XXIV Free trade agreement
Moldova

77 Canada — Israel 01-Jan-97 GATTArt. XXIV Free trade agreement

78 EC — Faroe Islands 01-Jan-97 GATTArt. XXIV Free trade agreement

79 EC — Slovenia 01-Jan-97 GATTArt. XXIV Free trade agreement

80 Poland — Lithuania 01-Jan-97 GATTAtrt. XXIV Free trade agreement

81 Slovak Republic — Israel 01-Jan-97 GATTArt. XXIV Free trade agreement

82 Slovenia — Estonia 01-Jan-97 GATTArt. XXIV Free trade agreement

83 Slovenia — Lithuania 01-Mar-97 GATTArt. XXIV Free trade agreement

84 Israel — Turkey 01-May-97 GATTArt. XXIV Free trade agreement

85 CEFTA accession of 01-Jul-97 GATTATIt. XXIV Accession to free trade agreement
Romania

86 Czech Republic — Latvia 01-Jul-97 GATTATIt. XXIV Free trade agreement

87 EC — Palestinian 01-Jul-97 GATTArt. XXIV Free trade agreement
Authority

88 Slovak Republic — 01-Jul-97 GATTArt. XXIV Free trade agreement
Latvia

89 Slovak Republic — 01-Jul-97 GATTArt. XXIV Free trade agreement
Lithuania

90 Canada — Chile 05-Jul-97 E\AT\? Services agreement

rt

91 Canada — Chile 05-Jul-97 GATTAr. XXIV Free trade agreement

92 Czech Republic — 01-Sep-97 GATTArt. XXIV Free trade agreement
Lithuania

93 EAEC 08-Oct-97 GATTATrt. XXIV Customs union

94 Czech Republic — Israel 01-Dec-97 GATTArt. XXIV Free trade agreement

95 Slovenia — Croatia 01-Jan-98 GATTArt. XXIV Free trade agreement

96 Kyrgyz Republic — 19-Jan-98 GATTArt. XXIV Free trade agreement
Ukraine

97 Hungary — Israel 01-Feb-98 GATTArt. XXIV Free trade agreement

98 Romania — Turkey 01-Feb-98 GATTAM. XXIV Free trade agreement

99 Czech Republic — 12-Feb-98 GATTArt. XXIV Free trade agreement
Estonia

100 | Slovak Republic — 12-Feb-98 GATTATIt. XXIV Free trade agreement
Estonia

101 | EC — Tunisia 01-Mar-98 GATTArt. XXIV Free trade agreement

102 | Lithuania — Turkey 01-Mar-98 GATTArt. XXIV Free trade agreement

103 | Poland — Israel 01-Mar-98 GATTArt. XXIV Free trade agreement

104 | Kyrgyz Republic — 20-Mar-98 GATTAr. XXIV Free trade agreement
Uzbekistan

105 | Hungary — Turkey 01-Apr-98 GATTAr. XXIV Free trade agreement

106 | Estonia— Turkey 01-Jun-98 GATTAr. XXIV Free trade agreement

107 | Czech Republic — 01-Sep-98 GATTArt. XXIV Free trade agreement
Turkey

108 | Slovak Republic — 01-Sep-98 GATTAr. XXIV Free trade agreement
Turkey

109 | Slovenia — Israel 01-Sep-98 GATTArt. XXIV Free trade agreement

110 | Georgia— Armenia 11-Nov-98 GATTArt. XXIV Free trade agreement

111 | Estonia — Faroe Islands 01-Dec-98 GATTArt. XXIV Free trade agreement

112 | Bulgaria — Turkey 01-Jan-99 GATTArt. XXIV Free trade agreement
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113 CEFTA accession of 01-Jan-99 GATTATr. XXIV Accession to free trade agreement
Bulgaria
114 Poland — Faroe Islands 01-Jun-99 GATTATr. XXIV Free trade agreement
115 Poland — Latvia 01-Jun-99 GATTAtr. XXIV Free trade agreement
116 EFTA — Palestinian 01-Jul-99 GATTATrt. XXIV Free trade agreement
Authority
117 | Georgia— Kazakhstan 16-Jul-99 GATTArt. XXIV Free trade agreement
118 | Chile — Mexico 01-Aug-99 GATTArt. XXIV Free trade agreement
119 EFTA — Morocco 01-Dec-99 GATTArt. XXIV Free trade agreement
120 | Bulgaria — Former 01-Jan-00 GATTArt. XXIV Free trade agreement
Yugoslav Republic of
Macedonia
121 EC — South Africa 01-Jan-00 GATTArt. XXIV Free trade agreement
122 | Georgia— Turkmenistan 01-Jan-00 GATTArt. XXIV Free trade agreement
123 Hungary — Latvia 01-Jan-00 GATTArt. XXIV Free trade agreement
124 EC — Morocco 01-Mar-00 GATTATrt. XXIV Free trade agreement
125 Hungary — Lithuania 01-Mar-00 GATTAr. XXIV Free trade agreement
126 Poland — Turkey 01-May-00 GATTATr. XXIV Free trade agreement
127 EC — Israel 01-Jun-00 GATTAtr. XXIV Free trade agreement
128 EC — Mexico 01-Jul-00 GATTAr. XXIV Free trade agreement
129 Latvia — Turkey 01-Jul-00 GATTATrt. XXIV Free trade agreement
130 Mexico — Israel 01-Jul-00 GATTArt. XXIV Free trade agreement
131 | Turkey — Former 01-Sep-00 GATTArt. XXIV Free trade agreement
Yugoslav Republic of
Macedonia
132 EFTA — Former 01-Jan-01 GATTArt. XXIV Free trade agreement
Yugoslav Republic of
Macedonia
133 | Kyrgyz Republic — not available GATTArt. XXIV Free trade agreement
Kazakhstan
Abbreviations:
BAFTA Baltic Free-Trade Area Fstonia Latvia Lithuania
CARICOM  [Caribbean Community and Antigua & Barbuda, Bahamas, Barbados,
Common Market Belize, Dominica, Grenada, Guyana, Haiti,
Jamaica, Montserrat, Trinidad & Tobago,
St. Kitts & Nevis, St. Lucia, St. Vincent &
the Grenadines, Surinam
CACM Central American Common Costa Rica, El Salvador, Guatemala,
Market Honduras, Nicaragua
CEFTA Central European Free Trade PBulgaria, Czech Republic, Hungary, Poland,
A greement Romania, Slovak Republic, Slovenia
CER Closer Trade Relations Trade |Australia, New Zealand
Agreement
CIS Commonwealth of Azerbaijan, Armenia, Belarus, Georgia,
ndependent States Moldova, Kazakhstan, Russian Federation,
Ukraine, Uzbekistan, Tgjikistan, Kyrgyz
Republic
FAEC Furasian Economic Belarus, Kazakhstan, Kyrgyz Republic,
Community Russian Federation, Tgjikistan
FC Furopean Communities Austria, Belgium, Denmark, Finland, France,
(Germany, Greece, Ireland, Italy,
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|_uxembourg, Netherlands, Portugal, Spain,
Sweden, United Kingdom

FEA Furopean Economic Area FC, Iceland, Liechtenstein, Norway
FFTA Furopean Free Trade celand, Liechtenstein, Norway, Switzerland
A ssociation
NAFTA North American Free Trade  [Canada, Mexico, United States
Agreement
OCT Dverseas Countries and Greenland, New Caledonia, French
Territories Polynesia, French Southern and Antarctic
Territories, Wallis and Futuna Islands,
Mayotte, Saint Pierre and Miquelon, Aruba,
Netherlands Antilles, Anguilla, Cayman
slands, Falkland Islands, South Georgia and
South Sandwich |slands, Montserrat,
Pitcairn, Saint Helena, Ascension Island,
Tristan da Cunha, Turks and Caicos Islands,
British Antarctic Territory, British Indian
[Ocean Territory, British Virgin Idands
PATCRA Papua New GuineaAustralia  Papua New Guinea, Austraia

Trade and Commercial

Relations Agreement
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Table A2. Regional Trade Agreements not Listed by the WTO

Agreement Date of Entry intd Type of Agreement
forcq
1 Andean Community Jun-98 Customs Union
2 Chile-Venezuela Jul-93 Free trade agreement
3 Chile-Colombia Jan-94 Free trade agreement
4 Costa Rica-Mexico Jan-95 Free trade agreement
5 Bolivia-Mexico Jan-95 Free trade agreement
6 Chile-Ecuador Jan-95 Free trade agreement
7 Colombia, Mexico, Jan-95 Free trade agreement
Venezuela
8 MERCOSUR Jan-95 Customs Union
9 Chile-MERCOSUR Oct-96 Free trade agreement
10 Bolivia-MERCOSUR Mar-97 Free trade agreement
11 Mexico-Nicaragua Jul-98 Free trade agreement
12 Central America- Jan-99 Free trade agreement
Dominican Republic
13 Chile-Mexico Sep-99 Free trade agreement
14 El Salvador, Guatemala, Jan-01 Free trade agreement
Honduras, Mexico

Abbreviations:

Andean Colombia, Bolivia, Ecuador, Peru, and

Community \V enezuela

MERCOSUR |Southern Common Market ~ JArgenting, Brazil, Paraguay, Uruguay
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