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A. Introductory Remarks

1. The drive towards the conclusion of regional trade agreements (RTAs) which gathered pace in the 1990s continues unabated.  As of October 2003, all 146 WTO Members, with the exception of Mongolia, currently participate in or are actively negotiating RTAs.  The period following the launch of the Doha Development Agenda (DDA) in November 2001 has been one of the most prolific in terms of notifications of RTAs:  during this two year period a total of 33 RTAs have been notified to the WTO, of which 21 cover trade in goods, and 12 cover trade in services.  In 2003 alone, 12 RTAs have been signed, negotiations have started on 9 new RTAs, and 13 have been proposed.

2. Over the past five years many WTO Members traditionally favouring MFN liberalization – among them Australia; New Zealand; Japan; Singapore; Korea; Hong Kong, China; China; and Chinese Taipei – have added the regional card to their trade policy repertoire and appear to be making up for lost time by energetically seeking RTA partners.  While the greatest concentration of RTAs is in the Euro Mediterranean region where over 100 RTAs are currently in force, the main focus of RTA activity has shifted away from Europe towards Asia-Pacific, where APEC countries, in particular, are engaged in negotiating RTAs either between themselves or with other cross-regional partners.  Increasingly, the conclusion of RTAs is connected to countries' broader policy aims, and include political and security considerations as well as economics.

3. The objective of this paper is to picture the evolving landscape of RTAs as of October 2003 and to provide a brief update on recent developments, trends and directions.  Four broad themes are explored:  RTAs' kaleidoscope looks at main trends and characteristics of RTAs, both in force, under negotiation and at the proposal stage;  motivations and outcome explores some of the underlying reasons why countries engage in RTAs, together with their effects on third parties and the multilateral system as a whole;  a third section looks at the increasingly complex mechanisms created by RTAs, in particular with regard to rules of origin and bilateral relations and attempts to describe how RTAs can best be synthesised with the multilateral trading system;  lastly, there is a brief description of RTAs within the WTO context with the status of ongoing negotiations on RTAs' rules. 

4. Unless otherwise stated, the statistics offered in this paper take account of all bilateral, regional, and plurilateral trade agreements of a preferential reciprocal nature, and include RTAs which have been notified to the GATT/WTO as well as those which have not (or not yet) been notified, without any distinction.  The primary focus is on free-trade areas (FTAs) and customs unions (CUs) in the area of goods and economic integration agreements (EIAs) in the area of services; details on partial scope arrangements have been included, where possible.

B. Rtas' Kaleidoscope

5. Before moving on to the typology of RTAs and a regional breakdown of RTA activity, a word of caution in interpreting the figures.  While we focus on the presentation of numbers of RTAs, in force, signed, under negotiation etc., it is important not to lose sight of the fact that it is not necessarily the number of RTAs in which a country participates that is of global significance, but the proportion of world trade that such RTAs cover.  For example, while the United States participates in only three of the some 180 FTAs notified to the WTO as of October 2003, the size and importance of the U.S. economy mean that these FTAs account for a significant share of world trade:  in 2002, intra-NAFTA merchandise imports accounted for 9% of world imports, while intra-NAFTA merchandise exports accounted for 10% of world exports.

(ii) Main trends and characteristics

6. In late 2003 three trends are apparent: first, countries traditionally reliant on multilateral liberalization, the "late-comers" to Article XXIV, are increasingly turning to RTAs; second, those countries which have been engaged in RTAs for some time are increasingly looking further afield and seeking cross-regional or cross-continental partners; third, mega-blocks such as the FTAA or the Euro-Mediterranean FTA, which link large numbers of countries in a continent-wide grouping, are under negotiation.  

7. Compared to previous decades, the proliferation of RTAs during the last ten years has taken place at an unprecedented rate.  As of October 2003, 285 RTAs have been notified to the GATT/WTO: of these, 189 are currently in force and a further 60 are estimated to be operational, although not yet notified.
  Of the 124 RTAs notified during the GATT years, only 48 remain today in force, reflecting in most cases the evolution over time of the agreements themselves, as they were superseded by more modern ones between the same signatories (usually going deeper in integration), or by their consolidation into wider groupings.  Since 1 January 1995 alone, 149 new RTAs have been notified to the WTO, with an average of 15 notifications every year, compared with an annual average of less than three during the four and half decades of the GATT (see Chart 1).
  In part, the increase in notifications is a reflection of increased WTO membership and new notification obligations.
  But, this apart, it is obvious that the rate of growth of RTAs is continuing unabated.

Chart 1 - RTAs notified to the GATT/WTO (1948-2003)

and non-notified RTAs, cumulative, in force
[image: image16.wmf]
8. Of the 215 RTAs
 which are currently in force,
 152 are intended to be free trade areas and 14 are, or have the goal of becoming, customs unions.  The remaining 49 are partial scope agreements. If the 60 RTAs currently under negotiation and the 30 in a proposal stage are concluded, by 2007 the number of RTAs in force will have surpassed 300. 

9. Regional trade agreements differ considerably in scope, varying from the exchange of preferences on a limited range of products between two or more countries, to include various trade-related provisions going beyond traditional tariff reduction or elimination.  For the most part, partial scope agreements concern RTAs concluded among developing countries.  RTAs among developed countries tend to be more far-reaching reflecting, among other developments, decreasing tariff levels in OECD countries for most non-agricultural goods.  The new generation of RTAs tend to go far beyond traditional tariff-cutting exercises and often include rules on investment, competition, environment and labour which are beyond the scope of existing multilateral rules.  In these and other ways, many of the new RTAs are anticipating the evolution of the GATT/WTO system.

10. Chart 3 shows a typology of RTAs in force as of October 2003.  The most common category is the free trade agreement (FTA) which accounts for 70 per cent of all RTAs.  Partial scope agreements and customs union agreements account for 23 and 7 per cent, respectively.  Twenty-seven of the RTAs identified (25 FTAs and 2 customs unions), or roughly 10 per cent, contain commitments on trade in services and goods.
Chart 3 – RTAs in force, as of October 2003, by type of agreement
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The trend towards the conclusion of FTAs, which require a lesser degree of policy coordination among the parties and are faster to conclude, has intensified in recent years.  In an FTA each party maintains its own trade policy vis-à-vis third parties.  Customs unions, which provide for the establishment of a common external tariff and harmonization of trade policy, take a long time to negotiate and have (often) long implementation phases.
11. The configuration of RTAs is diverse and becoming more complex with overlapping RTAs and networks of RTAs spanning within and across continents at the regional and sub-regional levels.
  The simplest configuration is a bilateral agreement formed between two parties. These account for roughly 80 per cent of all RTAs in force and for almost 90 per cent of those under negotiation.
  More complex are plurilateral RTAs and those agreements in which one of the parties is an RTA itself; the latter account for approximately 20 per cent of the RTAs currently in force (see Chart 4).  The most noteworthy development expected in the next five years, which reflects the growing consolidation of established trading relationships, is the emergence of a new category of agreement, namely RTAs where each party is a distinct RTA itself.
  The fact that several such RTAs have been under negotiation for some time, but that none, thus far, has been concluded suggests that such RTAs are complex to negotiate.

Chart 4 – RTAs' configuration, as of October 2003
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12. Traditionally, RTA formation occurred between so-called "natural" trading partners, geographically contiguous countries with already well-established trading patterns.  Australia and New Zealand, the NAFTA countries, the EC, EFTA, and CEFTA provide good examples.  Indeed, most countries sign their first RTA with one or several neighbouring or regional partners.  South-east Asian countries' participation in ASEAN, sub-Saharan African groupings such as CEMAC or SACU, or the Western Hemisphere groupings of CARICOM, the CACM and MERCOSUR are all prime examples.  However, once a country has exhausted its strictly regional prospects, it may begin to look further afield for preferential partners.  The EC and EFTA are leading this trend, with countries in North and Latin America increasingly following suit.
  Similar agreements are in the pipeline for a number of countries (see Chart 5).
Chart 5 – Cross-Regional RTAs, as a percentage 

of total RTAs as of October 2003
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13. Of the 146 WTO Members, 65 are currently engaged in, or are negotiating RTAs with cross-regional partners.  Map 1 shows all cross-regional RTAs which are in force since 2001, together with those under negotiation.

(iii) Regional and cross-regional developments

14. The greatest concentration of RTAs is in Europe where over 100 RTAs are in force.
  The EC and EFTA are the main continental hubs sharing similar networks of RTAs.  The central European countries, the Baltic states and Turkey have concluded or are negotiating similar agreements as part of their integration with the EC.  The EC has indicated that it will not negotiate any more RTAs during the Doha Round and, with the exception of the ongoing negotiations with the ACP countries described below, has currently no definitive proposals for new RTAs (See Chart below).  Two major developments are expected in the next few years with regard to the EC's RTAs.  The first relates to the enlargement to EC(25) scheduled for May 2004 which, in addition to adding ten new members to the EC, will result in a consolidation of over 60 RTAs which will cease to exist once the acceding members become party to the EC's existing RTA network.
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15. Map 2 shows the network of RTAs expected to be in force for EC(25).  The other significant development for the EC is the negotiation of the reciprocal Economic Partnership Agreements (EPAs) to replace the existing Cotonou Agreement.  Negotiations between the EC and the 77 ACP countries began in September 2002 and are scheduled for completion by 2008.  Other intense RTA activity in Europe centres on the Stability Pact countries which have established a network of around 30 bilateral RTAs with the longer term intention of creating a free-trade area between them.

16. In the Western Hemisphere the process of regional integration has been intensifying rapidly in recent years with networks of bilateral and plurilateral RTAs being established both at the regional and sub-regional level.  The goal of this process of integration is the establishment of a continental-wide Free Trade Area of the Americas (FTAA), encompassing 34 countries by January 2005.  One of the other most significant developments in this region is the shift in the United States' stance towards RTAs; it is currently pursing an active RTA agenda, both regionally and further afield, thus catching up with countries such as Canada, Chile and Mexico.  The United States is currently party to three RTAs and has a further 14 under negotiation or discussion. At the plurilateral level, MERCOSUR  is engaged in trade negotiations with neighbouring countries as well as with the EC.
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17. Asia-Pacific is the region where the shift towards bilateral and regional trade initiatives has been most marked.  This is particularly the case with the countries of East and South East Asia, which although traditionally favouring trade liberalization under a multilateral framework, have recently become increasingly linked through bilateral RTAs both in the region and further afield.  Singapore has been leading the way.  However countries such as China; Hong Kong, China; Japan; Korea; and Thailand are also succumbing to the lure of preferential trade liberalization.  At the plurilateral level, the only working initiative aimed at preferential trade liberalization is the Association of South East Asian Nations (ASEAN).
  While deepening intra-trade integration, ASEAN members are also looking at forging RTAs with other regional partners, such as China, CER members (Australia and New Zealand), India, Japan and Korea.  Concrete steps in this direction have already been taken with the signing of a framework agreement with China in November 2002 which commits the two sides to begin negotiations in 2003 to create what would become one of the world's largest FTAs.  A similar framework agreement was signed with India in October 2003.
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18. The 21 members of APEC, which span the Asia-Pacific region have been among the most active in concluding and negotiating RTAs in recent years.  Map 3 shows the RTAs currently in force for each APEC member, together with those being negotiated or proposed.  Trade liberalization moves within the APEC framework was traditionally anchored on the principle of "open regionalism" whereby tariff reductions applied to both APEC members and non-APEC members on a non-discriminatory basis.  However, in October 2003, APEC Leaders agreed to advance free trade in a coordinated manner within multilateral, regional and bilateral frameworks, to make them complementary and mutually reinforcing.  This appears to be tacit recognition of the difficulty in adhering to the principle of open regionalism in the face of the current trend among APEC members towards the negotiation of bilateral trade agreements.

19. In North Africa and the Middle East, Algeria, Tunisia, Morocco, Egypt, Israel, Jordan, Lebanon, the Palestinian Authority, and Syria are strengthening their ties with the EC through the negotiation of second-generation bilateral RTAs based on reciprocal exchange of preferences as part of the "Euro-Mediterranean Partnership" which is aimed at establishing a free-trade area by 2010. Similar agreements have been concluded or are being negotiated between these countries and the EFTA States.  Together, these agreements account for the majority of the RTAs in force or under negotiation in the region.  
[image: image8.wmf]North Africa/Middle East:  RTAs' status as of October 2003

0

5

10

15

20

25

30

In Force

Signed/Neg.

Proposed

Partial Scope

Customs Union

FTA


At the same time, the countries of North Africa are participating in various other regional trade initiatives both in Africa and the Middle East, such as the recent effort launched by the Arab League to establish an Arab Free Trade Area by 2007.
  For their part, Gulf Cooperation Council (GCC) countries have made progress towards the establishment of the customs union, and are continuing discussions with the EC on the negotiation of an RTA.
20. In Sub-Sahara Africa, regional initiatives such as WAEMU,
 CEMAC,
 COMESA
 and the SADC
 aim to establish free-trade areas or customs unions.  Overall the regional integration process is gaining depth, although progress is uneven and far from certain due to implementation problems arising from the complex web of overlapping RTA membership.  South Africa has been active at the cross-regional level, with the conclusion of an FTA with the EC, and is exploring the possibility of similar RTAs with other countries.  Africa-wide integration initiatives remain in place with the African Economic Community (AEC)
, aiming to establish an African Economic and Monetary Union by 2028.  Countries participating in overlapping RTAs are likely to come under increasing pressure to consolidate their membership through the EPAs currently under negotiation between the EC and the ACP countries.  One of the major objectives of this new strategy is to foster regional integration among the ACP countries by establishing EPAs with groupings already engaged in a regional integration process.
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21. In Central Asia, the regional structures pertaining to the Soviet era have been replaced by RTAs among the countries of the former USSR, as well as with their neighbours. In addition to the CIS free trade agreement and a customs union agreement (between the Kyrgyz Republic, the Russian Federation, Belarus, Kazakhstan and Tajikistan), a large number of bilateral agreements have been concluded.
  By 2007 some consolidation of the current bilateral RTAs is expected.
[image: image10.wmf]Central Asia:  RTAs' status as of October 2003
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C. motivations and outcome

22. The formation of RTAs is driven by a variety of factors which include economic, political and security considerations.  As noted in the 2003 World Trade Report
, the conclusion of RTAs may be driven by the search for access to larger markets, which might be easier to engineer at the regional or bilateral level, particularly in the absence of a willingness among WTO Members to liberalize further on a multilateral basis.  In this sense the setback of negotiations at Cancun apparently precipitated the forging of more regional partnerships; some countries argue that their participation in RTAs provides a competitive spur to liberalization at the multilateral level by promoting trade liberalization on multiple fronts, while others may increasingly be drawn into RTAs for defensive reasons, as a means of maintaining market access opportunities in the absence of MFN-driven liberalization.

23. RTAs can also be used by some countries as a vehicle for promoting deeper integration of their economies than is presently available through the WTO, particularly for issues which are not fully dealt with multilaterally, such as investment, competition, trade in services, environment and labour standards.  Particularly as regards trade in services, preferential access may confer long term advantages in a market  and may enable a supplier to steal an irreversible march on the competition.  Discriminatory liberalization might also be attractive for countries which seek to reap gains from trade in product areas where they cannot compete internationally.  Smaller countries particularly would see RTAs as a defensive necessity, while even larger economies may turn to RTAs to avoid being left out in the cold.  Membership in RTAs can provide a means of securing foreign direct investment, particularly for a country with low labour costs which has preferential access to a larger, more developed market.  The case of Mexico's FDI inflows in the wake of its membership in the NAFTA is a case in point.  Developing countries, in particular, might be willing to forego the benefits conferred by GSP programmes and instead commit themselves to signing reciprocal RTAs with developed countries in order to secure access to their markets;  such a strategy is usually deemed to have strong signalling effects and act as a pull for foreign investment.  Thus, RTAs may perform a sort of dual locking function, locking out competition and locking in investment.

24. Political considerations are also reported to be key to the decision to foster regional trading arrangements.  Governments seek to consolidate peace and increase regional security with their RTA partners, or to increase their bargaining power in multilateral negotiations by securing commitment first on a regional basis, or as a means to demonstrate good governance and to prevent backsliding on political and economic reforms.   They may also be used by larger countries to forge new geopolitical alliances and cement diplomatic ties, thus ensuring or rewarding political support by providing increased discriminatory access to a larger market.  Increasingly, the choice of RTA partners appears to be based on political and security concerns, thus potentially undermining or diluting the economic rationale which might be used in support of participation in RTAs.  

25. The effects of RTAs on the parties and on the multilateral trading system as a whole are manifold.  Advocates of RTAs cite the gains to be had from economies of scale, competition and the attraction of foreign direct investment.  Although liberalization through RTAs is generally held to be a second-best option, it may be the only option if there is resistance to liberalization at the multilateral level.  RTAs can be laboratories for change and innovation and may provide guidance for the adoption of new trade disciplines at the multilateral level.  Some would argue that the negotiation of multiple agreements provides countries with valuable negotiating skills.

26. However, there is ample evidence to suggest that the negotiation and administration of multiple agreements strains the institutional capacity of even the largest countries and may dampen enthusiasm for liberalization at the multilateral level.  RTAs create vested interests determined to avoid the dilution of preferential margins, while labyrinthine rules of origin make international trade more costly and complex.  Moreover, RTAs may pose a threat to a balanced development of world trade through increased trade and investment diversion, particularly if liberalization on a preferential basis is not accompanied by concurrent MFN liberalization.  Finally, the weakest countries may find themselves marginalized.    

D. An Increasingly Complex World

(i) Rules of Origin

27. Rules of origin (ROOs) are an inherent feature of FTAs (where each country maintains its own tariff structure vis-à-vis third parties) as a means of determining whether goods are eligible for preferential treatment in the importing country and to prevent "trade deflection", i.e. the transhipment of products from non‑parties to an RTA through a low-tariff RTA-party to one which maintains higher tariffs.  ROOs are also frequently used in customs unions, particularly as a transitional measure.  

28. With the exception of the pan-European system of cumulation of origin which harmonizes the rules of origin of some 30 RTAs signed by the EC, EFTA, the countries of Central Europe and the Baltic states, most other FTAs in force have their own distinct origin regime.  The complexity of these regimes vary: some are based on a general rule applicable across the board for all tariff items; others contain multiple rules depending on the product in question.  Often rules of origin fall into distinct families or groups, though each has its own idiosyncrasies.  A country's membership in different RTAs each with its own set of rules of origin may require exporters to tailor their products in accordance with a daunting array of product-specific criteria in order to qualify for preferential treatment in different markets.  Studies have shown that exporters may choose to forgo the preferential rates offered under an RTA, if the margin of preference is not large enough to offset the administrative burden of complying with the rules.
  This may have particular resonance in RTAs concluded between developed and developing countries, or between low and high tariff countries.    Although the exporter facing the low MFN tariff may forego preferential treatment, the exporter exporting to the market where higher MFN tariffs exist has a greater incentive to comply with origin rules to secure the higher preference margin.

29. A recent study "Rules of Origin: A World Map" gives an indication of the type, effects and relative complexity of ROOs regimes used in RTAs around the world.
  The restrictiveness of product-specific ROOs used in various rules of origin regimes are measured using an indicator of how demanding rules of origin can be for exporters.  The authors find that, in general, ROOs in preferential regimes tend to be more restrictive than non-preferential rules;  rules for agricultural products and textiles tend to be more restrictive than for other sectors, which may reflect the sensitivity of these sectors.  The authors argue that the harmonization of preferential ROOs regimes could enable the convergence towards a single global preferential ROOs regime, thus considerably simplifying the complex web of rules in operation today. 

(ii) Bilateral Preferential Relationships

30. As noted above, the current trend towards the conclusion of bilateral FTAs, rather than customs unions, has led to an ever-increasing number of criss-crossing and overlapping FTAs, each with its own tariff liberalization schedules and distinct rules of origin regime.  If the parties to an RTA adopt a "big bang" approach and liberalize all tariffs on all products on the date of entry into force of an agreement, there would be no need to negotiate tariff liberalization schedules.  However, this is rarely the case.  In general, RTAs contain a timetable for the progressive reduction of duties on a bilateral basis.  Tariff liberalization schedules may be asymmetric, allowing one country a longer transition period to implement tariff reductions; most countries negotiate longer implementation periods or exclusions for their most sensitive products.  

31. The number of tariff liberalization schedules negotiated and administered within a given RTA depends on the number of signatories. While the parties to a bilateral RTA each negotiate a liberalization schedule, the number of schedules or bilateral preferential relationships has the potential to increase dramatically when three or more countries are involved in a single RTA.  For example, the NAFTA which has three parties gives rise to six bilateral preferential relationships, while the CEFTA which has 8 parties gives rise to 56.
  While it is possible that each party in a plurilateral RTA grants harmonized tariff treatment on imports of all goods from all its plurilateral partners, this is not often the case, at least during the transitional period. 
  

32. A survey of the 215 RTAs covering trade in goods and services in force in October 2003 shows that such RTAs give rise to some 2317 bilateral preferential relationships.
  This indicates the potential complexity inherent in a criss-crossing web of preferential agreements and the magnitude of the resources required to negotiate and administer the preferential relationships that arise from them.

(iii) Synthesizing RTAs with the Multilateral System

33. The economic impact of an RTA depends on its particular architecture, the trading impact of the parties involved, and the degree of liberalization undertaken, particularly with regard to sensitive sectors.  It is notoriously difficult to assess the trade creation and diversion effects for a single RTA (and over 200 are in effect today); the empirical evidence on the subject remains ambiguous.  Given the wide variety of motives that induce countries to pursue the regional path, RTAs are likely to remain popular no matter how well the multilateral system functions.  The most important challenge is to seek ways to maximize their compatibility with the WTO while minimizing their negative effects.

34. The adoption of certain principles in RTAs could help to consolidate and build upon the benefits of preferential trade agreements and promote a more effective multilateral system.  The first would be for countries to engage only in regional commitments which they would be willing, sooner or later, to extend to the multilateral setting.  Countries could signal their willingness to do so by concurrently lowering MFN tariffs alongside preferential tariffs, thus reducing the likelihood of trade and investment diversion.  An even bolder move would be to move towards the across-the-board elimination of duties on industrial products at an MFN level.  Not only would this stimulate competition, it would also eliminate the need for preferential rules of origin in these products.  Second, countries could promote the principle of transparency by ensuring that comprehensive information on tariffs, regulations, and rules of origin of their RTAs is publicly and easily available and that all such RTAs are notified to the WTO in a timely fashion.  Third, by agreeing to a consultative system to map and monitor RTAs and by redefining, where necessary, the rules applicable to RTAs, a more effective link might be forged between regionalism and multilateralism. 

E. RTAs and the WTO

35. The WTO rules on RTAs date back to GATT 1947.  Article XXIV of GATT, complemented by its Understanding negotiated during the Uruguay Round, provide the legal foundation for RTAs in the area of trade in goods.  The Enabling Clause adopted in 1979 provides for the mutual reduction of tariffs on trade in goods among developing countries.  Rules covering trade in services in RTAs, negotiated during the Uruguay Round, are set out in Article V of the GATS. 

36. Meeting at the Fourth Ministerial Conference in Doha, WTO Members recognized that RTAs can play an important role in promoting trade liberalization and in fostering economic development, and stressed the need for a harmonious relationship between the multilateral and regional processes.  On this basis, Ministers agreed to launch negotiations aimed at clarifying and improving the disciplines and procedures under the existing WTO provisions applying to RTAs, by taking due account of the developmental aspects of these agreements.  WTO rules on RTAs, long the subject of differing interpretations among WTO Members, are currently subject to review.

37. There is an urgent need to conduct such negotiations. Existing WTO rules on RTAs have proved throughout the years to be ill-equipped to deal with the realities of RTAs.
  In practice, the task of verifying the WTO compliance of RTAs notified under GATT Article XXIV and GATS Article V is entrusted to the Committee on Regional Trade Agreements (CRTA).
  This body, however, has enjoyed little success so far in assessing the consistency of the more than 180 RTAs notified to the WTO, due to various political and legal difficulties, most of which were inherited from the GATT years. One problem derives from the possible links between any CRTA consistency judgement and the dispute settlement process.  Also, there are long-standing controversies about the interpretation of the WTO provisions against which RTAs are assessed, and institutional problems arising from either the absence of WTO rules (e.g., on preferential rules of origin), or from troublesome discrepancies between existing WTO rules and those contained in some existing RTAs.   The CRTA has also been unable to carry out effectively its functions of review and oversight of the implementation of RTAs.

38. The current negotiations on RTAs have been conducted on two tracks.  First priority has been given to transparency issues which are, by nature, less contentious than the systemic issues.  Discussions have been fruitful and although no "early harvest" on transparency issues was achieved in time for the Cancun Ministerial, negotiations for a (provisional) application of renewed RTAs' surveillance mechanisms are considerably advanced.  Such mechanisms would lend more precision to the notification procedures applied to RTAs and might involve an enhanced role for the Secretariat in elaborating a factual presentation on each RTA notified by WTO Members.

39. Informal discussions on RTA systemic issues began in late June, following submission of specific proposals by several delegations.  The scope of issues under consideration is wide; the fact that clarifying or improving WTO rules on RTAs relates to several other regulatory areas under negotiation adds to the complexity.  Nonetheless, it is hoped that WTO Members will be able to address these issues and lay the foundation for the redefinition of a more sustainable relationship between RTAs and the multilateral trading system.
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� This document has been prepared under the Secretariat's own responsibility and without prejudice to the positions of Members and to their rights and obligations under the WTO Agreement.


� The information gathered in this study is based on notifications to the WTO, reports on the operation of agreements and standard formats on information of RTAs submitted to the CRTA, WTO accession documents, Trade Policy Reports, and other public sources such as press clippings, web sites, and publications of other organizations.  In this sense the information may not be exhaustive since while it is possible to account accurately for all notified RTAs, this is not the case for the non-notified RTAs, agreements under negotiation and those being proposed where the information is often scarce or vague.


� Notifications of RTAs to the GATT/WTO include those made under GATT Article XXIV, GATS Article V, and the Enabling Clause, including accessions to existing RTAs.


� Included in this number are notifications made under GATT Article XXIV, GATS Article V, the Enabling Clause, as well as accessions to existing RTAs; it should be noted that the notification requirements contained in WTO provisions require that RTAs covering trade in goods and services be notified separately; see � HYPERLINK "http://www.wto.org/english/tratop_e/region_e/region_e.htm" ��http://www.wto.org/english/tratop_e/region_e/region_e.htm� for a complete list of RTAs notified to the GATT/WTO and in force.  


� Since the establishment of the WTO, Members are required to notify EIAs in services.


� This number does not take into account the 9 accessions to existing RTAs, nor does it count the 27 notified EIAs, extending the scope of previously notified goods agreements to trade in services.


� By "proposed" it is meant an interest or commitment to enter negotiations on a given RTA which is supported by an official declaration and does not include the many "talks" on possible RTAs. 


� Not every RTA under negotiation will automatically increase the number of RTAs in force, given the fact that some will supersede or expand existing RTAs.  It should be noted that the conclusion of these agreements may actually result in a net reduction in terms of the total number of RTAs in force due to the consolidation effect that some of these agreements may have.  Besides the case of the EC enlargement where the accession of 10 new countries will repeal approximately 60 existing RTAs, the same pattern could also be observed in Latin America where FTAs currently under negotiation should replace and consolidate a myriad of bilateral partial scope agreements.  The reduction in the number of RTAs due to consolidation does not, however, necessarily correlate to a reduction in the volume of preferential trade.


� RTAs are increasingly concluded among geographically non-contiguous countries.  The term “regional” may be a convenient short-cut, but can be seen as an incongruity to describe the plethora of cross-regional preferential agreements linking countries around the globe.


� Bilateral agreements may include more than two countries when one of them is an RTA itself (e.g. EC (15) – Turkey (1) is an RTA comprising 16 countries).  A plurilateral agreement refers to an RTA in which the constituent parties exceed two countries (e.g., EFTA, CAN, MERCOSUR, etc.).


� Examples include EC-MERCOSUR, CARICOM-CACM, SACU-SADC, to mention some.


� One example is Mexico:  being part of NAFTA, it has recently concluded an RTA with the EC.


� A substantial number of these RTAs are cross-regional involving mainly countries from North Africa and the Middle East as part of the Barcelona process which aims at establishing a Euro-Mediterranean free-trade area by 2010.


� Brunei Darussalam (1987), Cambodia (1999), Indonesia, Laos (1997), Malaysia, Myanmar (1997), The Philippines, Singapore, Thailand, Vietnam (1995)


� Gulf Cooperation Council members (Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and United Arab Emirates) plus Jordan, Tunisia, Egypt, Sudan, Syria, Somalia, Iraq, Palestine, Lebanon, Libya, Morocco, Yemen.


� West African Economic and Monetary Union: Benin, Burkina Faso, Côte d'Ivoire, Guinea Bissau, Mali, Niger, Senegal, Togo


� Central African Economic and Monetary Community: Cameroon, Central African Republic, Congo, Equatorial Guinea, Gabon, Chad


� Common Market for Eastern and Southern Africa: Angola, Burundi, Comoros, Democratic Republic of Congo, Djibouti, Egypt, Eritrea, Ethiopia, Kenya, Madagascar, Malawi, Mauritius, Namibia, Rwanda,  Seychelles, Sudan, Swaziland, Uganda, Zambia and Zimbabwe.


� South African Development Community


� SADC, COMESA, ECOWAS, CEEAC and the Arab Maghreb Union, have been designated as pillars of the AEC.


� Details on RTAs under discussion or negotiation in this region were not available.


� World Trade Report, WTO (2003)


� See Danielle Goldfarb, "The Road to a Canada-U.S. Customs Union", C.D. Howe Institute, No. 184, June 2003, pp. 7-13, available at http://www.cdhowe.org.


� Estevadeordal Antoni, and Kati Suominen, "Rules of Origin: A World Map", Preliminary Draft, April 2003


� Potential bilateral relationships are calculated as follows: p * (p-1), where p is the number of parties in the RTA.  


� Due to the fact that within a plurilateral RTA each party may have a different schedule for the progressive liberalisation of imports from each trading partner. Separate schedules are often maintained if each importing party maintains exclusions for sensitive products by partner, or treats certain goods differently, which is frequently the case for agricultural products. 


� The following RTAs were not included in the calculation: LAIA, EC-OCTs, PTN, GSTP and the Arab Free Trade Area.


	� The rules, which require RTAs to be transparent and to provide for deep internal trade liberalization and neutrality vis-à-vis non-parties trade, have been subject to diverging interpretations for nearly half a century, and opened the door to a situation of great ambiguity with respect to the relationship between RTAs and the multilateral trading system.


	� The CRTA was established in 1996, in particular (a) to oversee, under a single framework, all regional trade agreements, and (b) to consider the implications of such agreements and regional initiatives for the multilateral trading system and the relationship between them.
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