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Abstract

Technical barriers to trade belong to the mostlduson-tariff measures for protection of a domestizket. On

the contrary, harmonized standards facilitate imggonal trade, support competition and innovatidhss a

reason why the multilateral trading system oblitfesWTO members not to use technical norms andlatde

as an unnecessary obstacle to trade. Harmonizatimivalence and mutual recognition is also an itamb part

of bilateral free trade agreements or are conclusigzhrately namely among developed countries. Stdad
have been identified as a very important aspedhefsingle market of the European Union, not ordyaa
condition for the free movement of goods and sesjibut also for consumer protection. The EU deesdoa

legal system for European standardization that#ed on principles of openness, transparency aoypkcation

and embedded it into the EU Action Plan for 201Q20The paper presents the EU strategies in thid &ind

analysis its relation to competitiveness of theigtllistries.
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Introduction

Technical regulations and standards play more ame significant role in international trade andemmiational
standards have growing economic and political intgrare in globalization. The number of technicalmerland
standards adopted by countries in quality managernfeed safety, labor conditions and ethical, egatal and
social areas is growing significantly namely in eBt years. Technical norms and standards developed
autonomously and seem to reflect in each coungygthvernmental policy in consumer protection araisgy

and to respond consumers’ demand for safe andduglity products.

Technical norms, however, and namely a responsetti@sal with them, became to be important in ihetext
of globalization. More and more enterprises do lmoit themselves on their domestic market; on tbatary,
they enter various foreign markets in order to lheamonomy of scale and effectiveness from theicigfigation.
Each company that expands at foreign markets neegsove that its products or services are in céampk
with the technical norms and standards of the targeket. To comply with technical norms meansamy to
receive a marketing approval, but also to commueita the potential consumer safety and qualitythef
marketed product. At the same, however, the compdiawith specific norms of each market increases cb
production and sale and makes companies and thailuption less effective thus less competitive.nfrthis
perspective, technical norms and standards becarbe non-tariff trade barriers, which protectivepant is
very difficult to be assessed.

Governments in implementing technical norms inteirtHegislation can pursue also other interestghim
establishment of business environment and in imgysbtection or promotion. Technical norms anchdads
differ market to market, even if there are somenafits to impose international disciplines to thérs why it is
interesting to understand a technical norm systénndividual country in the framework of internatial
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agreements and initiatives in this field. This cetibrings such information about the European bnid
concentrates on technical regulation and standamdsdoes not deal with sanitary and phytosanitaggsures
that are appropriate for food and agricultural jpicid.

Dilemma of technical norms

A dilemma in using technical norms and standardsrident if we examine them from three — entrepueing
governmental and consumer — approaches.

Companies expand at foreign markets in order tdeaehhigher effectiveness through economy of scale
(lowering costs per production unit as a resulthfher sales). The effectiveness and the benefin fthe
expansion could be undermined or abolished duleetdrnsaction costs among them also due to tressigg to
implement various technical norms of the targetkais and to fine tune the final products accordimghe
different norms of individual markets. The increasfe production costs related to technical norms lie
translation of foreign regulations, hiring of teadal experts to explain foreign regulations anadjustment of
production facilities according to each market guieements, in proving evidence that the producinis
compliance with the target market norms and statedéso called conformity assessment). If a compatiyg in
multiple markets it challenges not only a diversitfy norms, but also a diversity of testing proceduand
methods. Companies are not only exporters — fmpttoduction, they relay often on importation oftpand
other substitutions. Norms and testing procedunesease also price for imported products aimedufa in
following production and increase of course pri€¢he final product (for final consumers or for exgation).

Each government that cares about inhabitants ansuogers of its country has to protect them andrabept
also the environment in which they live. This coblel done through various tools which the techniaims
belong to. Norms could be, however, also used (sused) with the goal to eliminate foreign competitand
protect domestic (infant) industry, because iteissland less possible to use tariffs due to tlenational or
bilateral trade commitments. In these cases, teahmorms and eventual non-transparent and distatoiy
conformity assessment procedures substitute toaditirade barriers.

Consumers find in technical norms a proof of cartavel of safety and quality of the products. @a bther
hand, they pay for it higher prices - not only floe imported goods for final consumption, but dsodomestic
products that were outcome of supply chain prodacti

The problem and its impact on international trads heen recognized by international organizatiensvall,
among them namely at the predecessor of the WaadeTOrganization — the GATT Agreement that comprise
specific provisions dealing with technical barri¢ostrade. The issue is also reflected in negotigtion trade
facilitation within the Doha Development Agenda.chigical barriers became very important in negatiatiof
free trade agreements, specifically of their paevaled to non-tariff barriers. Several countriegned
agreements on mutual recognition for different @ecof industries in order to facilitate and proenotutual
exchange of products and to eliminate costs ofifioations procedures for companies. It is alsoablitg
discussed and solved within different integratitochks, for example in the European Union.

Inter national technical norms and standards

Standards are outcome of governmental or non-govemtal processes. It means that either governmental
non-governmental institutions or both in mutual pe@tion develop and formulate specific charadiesiof a
product or a service and publish them for the uskeinvcompanies (Charnovitz 2002). The descriptionscern
for example size of a product, its shape, design¢tfons and performance, or the way how it is lkedbeor
packaged before it is put on sale. In cases inttf@process is significant for characteristicagfroduct, the
product's process and production methods are suiojelae technical regulation and standards. Staisddiffer
from norms and regulation. Standards are understoole non-mandatory and conformity with them is
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voluntary; norms and regulation are compulsory angl a part of national legislation, in which thegra
implemented on a basis of a governmental autonomecision or on a basis of an international commitmif
an imported product is not in compliance with ahtécal regulation of the target market, it cannetpgut on
sale. If a product does not comply with standaitdss allowed on the market, and it is up to conetsn
preferences if they trust the product that doesmext local standards.

The expression of international technical normasndards and regulation is used for an internatiarelthat is
embedded into international agreements at multdate bilateral levels.

International framework for international standaaa&l regulation is embedded into the set of thel#vbrade
Organization agreements, as an outcome from thegdrodund of negotiations on further trade liberadian
(1973 - 1979). The WTO Agreement on Technical Basrio Trade (TBT) has been revised in Uruguay doun
(1986 - 1994). It covers now also processing awodiyection methods related to the characteristiagb®fproduct
itself, the disciplines of conformity assessmemt strengthened and notification provisions relatetechnical
regulation and standards of both governmental amdgovernmental institutions are more detailed. @&heex

of the Agreement provides a Code of Good Practicghie Preparation, Adoption and Application ofritards
that is recommended to be adopted by standardizibtic and private organizations.

The Agreement defines standards and technical aggnlas follows: Standards: ,Document approvedaby
recognized body, that provides, for common andatguktuse, rules, guidelines or characteristicpfoducts or
related processes and production methods, withhwtienpliance is not mandatory. It may also inclodéleal
exclusively with terminology, symbols, packaginganking or labeling requirements as they apply fraduct,
process or production method.” (WTO, 1994) TecHhniegulation: ,Document which lays down product
characteristics or their related processes anduptmsh methods, including the applicable administea
provisions, with which compliance is mandatorymay also include or deal exclusively with termirmtp
symbols, packaging, marking or labeling requirerseas they apply to a product, process or production
method.”

The goal of the TBT Agreement is to ensure thagutetion, standards, testing and certification pthoes do
not create unnecessary obstacles, while also pngvidembers with the right to implement measuresctoeve
legitimate policy objectives, such as the protectid human health and safety, or the environmefWwTO
2013). Governments have, however, the right togutdor example the human, animal and plant heaithlife

or the environment, to choose the appropriate lfarat and to take necessary measures in ordachgeve such

a protection. As the technical regulation becameery actual trade challenge, the WTO members déscus
regularly at their meetings a whole range of isstrest are related to it: specific measures in teain
regulations, standards or conformity assessmertedioes maintained by other Members, good regwylator
practices as for “producing” norms and their impéeration, institutions involved, information sharisystems,
transparency, etc. The aim of these discussionto ismprove the practices, processes, institutiond a
infrastructures in individual countries. Resultsnaéetings and recommendation for further work areliphed

in the regularly revised document Decisions andoRenendations (WTO 2011a). Members have also an
opportunity to review their trade concerns andeeksclarification in a bilateral or multilateraltteg.

In order to avoid unnecessary obstacles to tradet@aracilitate it, the WTO members are encouragedse
international standards and to prefer in regulatiomhere it is appropriated — performance and dhteristics of
the product.

Opportunities of the international technical har monization

As mentioned, divergent regulations, even if it lo®t constitute an unnecessary obstacle to tindease
costs for producers and exporters, namely for samadl medium sized enterprises. They lose advantafes
economy of scale as they have to invest into caanpé with diverse technical regulation in differemarkets
and production costs per unit do not decrease. Tdsgyalso comparative advantages from their sizstian
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and should add — to the production costs - alsddng of the necessity to certify conformity andtsaslated to
the access to information on technical norms aait tipdates.

International harmonization of technical regulai@ecreases the mentioned costs, as it leads toatitifity of
products and their parts that could be tradedfardint markets without changing the same produict various
configurations. As supply chains are more and mdereloped internationally, harmonization of techhimorms
facilitates its management, makes it more effeciwel decrease transaction costs of quality manageme
Harmonization is beneficial also for consumers Whoe more extended choice of products at loweepric

Harmonization of technical standards is on the dgesf some international institutions for alreadgny years.
The most important are International Standardizatf@organization (ISO), International Electro-teclahic
Commission (IEC) and the International Telecommatii;a Union (ITU). Their activities in developing
standards have high impact on liberalization oérinational trade. International standardizing bedssued also
international guidelines or recommendations forcpoures of conformity assessment that are considereto
create an unnecessary obstacle to trade.

ISO is an author of about 19 thousands internattistamdards covering almost all technical fieldd each year,
about 1000 new standards is published (ISO 201H9.180 standard provides a guarantee that the prodwa
service fulfill requirement and achieve certaindewf quality. Between 1987 and 1999, ISO issue@ 34
thousand certificates and more than half of them Earopean companies (Nadvi 2004). ISO introduces
standards also in developing countries througBdamsmittee on developing country matters (DEVCOW Ii§ a
specialized agency of the United Nations that distadxd 14 groups on standards preparation (ITU RAEZ is

an international organization that negotiations apen to other intergovernmental or non-governnienta
institutions.

The drawing of standards in international standdmdi institutions is based on negotiations of p#tting
states. Through the participation, a country speaiterest could be reflected in the phase of grafion, what
enables a smooth implementation into the naticagitlation.

Together with harmonization - in the terms of intional technical standards development — comnhréve a
possibility to accept that technical regulationedent from their own are essentially equivaléntneans they
fulfill the same policy objectives even if the usetbasures are different. As a consequence, proxlacet

exporters are not obliged to satisfy the targetketarequirement, what eliminates costs of adjusgirgduction

facilities to fulfill foreign regulations and cosf testing and acquiring certification. This apprioas based on
the European Community's 1985 “new approach” todaedization.

The principle of equivalence is a basis for mutuedognition agreements (MRA) that comprise alsoualut
recognition of conformity assessment proceduresarabmpetence of the conformity assessment bodlias.
means that the product is tested only once andeitaing results are accepted in the partner maeket if it
implemented different methods or procedures. Theuatuecognition agreements are usually relatespific
sectors, and do not cover all technical standafdalloindustries. MRA are a prevailing practice lweén
developed countries — examples could be the MRAvdsen the EU and USA, the EU and Japan, the EU and
Australia.

Har monization of technical normsin the EU

The process of technical norms harmonization irBtbledates from 80ties of the 2@entury. Various technical
norms and standards in EU member states were fideinis obstacles to the free movement of goods. dt
building stone of the EU single market togetherhwiiee movement of services, capital and laborchvtare
accompanied by the common currency and projed fingle taxation.
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In 1985, the document “White book” has been adoptdalle European Communities. It pointed out fawism
of the internal market and invisible barriers tade. It suggested solutions and related legislathenges.
Barriers should have been abolished uritilJanuary 1993 and this commitment has been embedtethe
Single European Act from 1986 that amenties Treaty establishing the European Economic Conity

An important step towards the technical harmoniratvas the Council Resolution 85/C 136/01 of 7 Ma$5
on a “New Approach to Technical Harmonization atah8ards”. Standardization has been considerediay a
how to ensure free movement of goods, to increasgpetitiveness and to establish a same level innieal
environment for all EU enterprises. The core gdahe new approach was to establish general rypBcable
to sectors, products and hazards, in order to agli®impolicy objectives in safety and health of somers
while disregarding how it would be achieved.

According to the new approach, the fundamentalciplas of the European standardization are follgwigC

1985):

* ‘“legislative harmonization is limited to essentafety requirements (or other requirements in theerpl
interest) with which products put on the market memnform and can therefore enjoy free movement
throughout the European Union;

e the task of drawing up technical production speatfons is entrusted to organizations competent in
industrial standardization, which take the curtage of technology into account when doing so;

e these technical specifications are not mandatodynaaintain their status of voluntary standards;

» the authorities are obliged to recognize that petalmanufactured in conformity with harmonized demas
are presumed to conform to the essential requirtsvestablished by the Directive. If the producessinot
manufacture in conformity with these standardshag an obligation to prove that his products canfty
the essential requirements.”

The system is operational on a basis of condittbas establish mutual trust between EU Memberandsrds
guarantee the quality of the product and the pulihorities are responsible for the protectiosajéty on their
territory.

The Resolution sets down also supplementary piiegipf the European standardization, as for exantpée
states constantly check on the technical regulatiinich are applied and keep them updated; thesstaspect
the mutual recognition principle related to theuitessof testing and establish harmonized ruleshenaperation
of certification bodies; the states early consaltional regulatory proposals or procedures if theght pose a
threat to the smooth operation of the internal rrkeneral reference to European (if necessarnpna}

standards is extended and technical characterisfiggoducts are formulated; the capacity to stedida is

strengthened at European level; European stan@aedsubmitted to the European standardization boidie
approval (EC 1985).

The principles and condition of the new approactehaeen further and deeply reflected in the EC dives
83/189/EEC, 98/34/EC and 98/48/EC. The latter amdnithe previous ones and established guidelines for
procedures of providing information on norms anthigcal regulation and for rules for services dbrmation
society.

Harmonized technical standards are voluntary, tlestification of the product, however, increases
competitiveness and sales of the prodiibe main means of attestation are certificatesraaikks of conformity
issued by a third party; the results of tests edrdut by a third party; the declaration of confitynssued by the
manufacturer, which may be coupled with a survedéasystem. Other means of attestation could pyssé
determined in the respective directive.

The conformity of a product with European technis@ndards is communicated through the CE markimg (
force at the markets of European Economic Area (EEAhe EU + Island, Norway and Lichtenstein). Only
some types of products have to prove the confornaiy for example toys, electronic devices, medical
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sanitary instruments, lifts, machines and measunénuevices. In substance, the CE marking is the
manufacturer's declaration that the product meetsréquirements of the applicable EU directives gafety,
health and environment protection) and that thefaramity has been verified by a notified expert ifet
respective directive provides it for. It concerhs EEA’s and imported production. It is not a éegtion of
quality of a given product or information aboutatsgin.

The EU technical norms and standards regulate fagalyi listed products that could be dangeroushealth or
safety. Other products belong to the unregulatexdh.afhe European system is further composed ofesing
technical norms that are embedded into the EU atignl and applicable in all EU Member States artébnal
standards that are subject to obligatory mutualgeition. Applicability of national standards isodved in the
EC Regulation No. 764/2008 of the European Parlidraed the Council (ECS 2009). The norms for sesvic
are regulated accordingly by the EC Directive Na0&123.

European standards and organizations

Standardization procedure is based on a developroértechnical specifications in cooperation of all
stakeholders: small and medium sized companiessutoers, unions, nongovernmental organizations,
governmental institutions. Standards are drawnniohgpendent standardization organizations that eieeaat
national, European and international levels. Pmdéesdevelopment of technical norms and relategilegions

is provided in the EC Directive No. 98/34. All EUelvhber States have an obligation to inform other kiens
and the European Commission about new nationaldatds and norms. The directive determines also
standardization institutions (EC 1998).

Areas harmonized within the EU through regulationdirectives are: chemicals, conformity assessraedt
management systems, construction, consumers arigkgqurotection, energy efficiency, electric anectlonic
engineering, healthcare engineering, measuringnt#ogy, mechanical engineering and means of tratspo
postal services and packaging and packaging wastaisability.

The European standardization process is financethéyEuropean Commission according to the prinsiple
laying in grants for secretariats of three stanidatbn institutions (see below) and in supportspkcific
activities of these organizations. The sum devadethe European standardization by the Commissiabbut
20 millions of euros per year.

The most important standardization organizatiores tae European Commission for Standardization (CEN)
European Commission for Electro-technical Standattin (CENELEC) and European Telecommunications
Standards Institute (ETSI). These three institigiare a core of European Standardization Orgaoim(ESOS)
and are provided in accordance with the EC Directio. 98/34 (under revision) with a mandate to tmve
appropriate European standards.

CEN has been established in 1975 and it is a nofitprganization. Its goal is to facilitate traded to
eliminate barriers for European industries and ooress. It proposes and approves European stangaals
economic fields with exception of areas of actestof CENELEC and ETSI. CENELEC develops standands
harmonization documents for electro-technical imus(CENELEC 2012); it is as well a non-profit
organization. ETSI is recognized to be an orgaitratesponsible for drawing technical standardss B non-
profit organization with more than 700 members udahg also European states. ETSI standards arelymost
applied in transportation, fixed networks, betteml, public safety, etc. Other institutions tree active in
technical regulation are for example EurochamtusjnessEurope, EuroCommerce and European Assotiati
of Craft, Small and Medium-Sized Enterprises (UEABM

European standardization organizations cooperate @ontractual basis with international institusohe
Vienna agreement on technical cooperation from 1B8& been signed between CEN and 1SO; Dresden

agreement from 1996 has been signed between CENHIHEICIEC. Aim of both agreements was to avoid

6
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duplication in standardization at international aBdropean levels and to set out the rules goverging
operation. Vienna agreement recognizes the printdciynternational standards and aims at standardseto
recognized simultaneously at international and Reanm level by means of improved exchange of inftiona
mutual representation at meetings and simultanespmoval. Dresden agreement creates the necessary
framework for an intensive consensus-finding precdsetween European and international standards
development activity in the electrical sector. Afnishare of identical (single) standards enablgdeimentation

of the WTO TBT Agreement.

The area of European standardization is contintorge further developed under the 2010-2013 Adftam for
European Standardization and A strategic visionHoropean standards. “The Action Plan gives infdiona
about recently issued mandates and it reflectsngldrstandardization initiatives in the European @dsgion
for the coming years. It was elaborated by the feiam Commission's Standardization unit in closeectation
with relevant European Commission services. As bligy available document, the Action Plan increase
transparency of the mandating process and gengradiyotes standardization as a policy tool.” (EQ1A).
The EU vision for 2020 is a system of standardsililh- in response to needs of enterprises, sg@ead public
bodies - simplify and fasten all related procedumesrder to deepen financial benefits from staddation (EC
2010).

In 2012, a new EU Regulation No. 1025/2012 on Eeaopstandardization has been adopted. This Remulati
aims at modernizing and improving the Europeandsteds setting to make it faster and at the same timore
inclusive (EC 2012). It is a tool towards accontplig the goals of the Action plan.

Conclusion

Technical regulation implemented by individual ctrigs could create a very important trade barrier.
International technical harmonization is consideasd tool for abolishing unnecessary obstacléstie and for
decreasing administrative burdens related to teehniegulation. The EU applies a harmonized systém
technical norms and standards that has enabledfilb requirements of the establishment of thegiinmarket,
namely the free movement of products and servithe.system serves also for achieving policy obyestiin
consumer, health and environmental protection. NEkinber States have the responsibility to ensur¢heir
territory safety of persons, domestic animals anddg. Thesareas are subject to legal technical norms and to
obligatory attestationsl'he provisions ensuring such protection must benbaized in order to ensure the free
movement of goods, they should not, however, losveésting levels of protection in the Member Statether
products conform to the European standards onuatarly approach.

The EU new approach that is based on a mutual nétimy and on standardization of characteristicprofducts
has been implemented in the WTO TBT Agreementhénftamework of this agreement, the EU standaridizat
system is developed by European institutions tbaperate with international organization in ordeisimplify
standardization procedures and squeeze numberdads that exist in the world. ,The implementatiaf
European Standards as identical national standattie countries of the EU and EFTA has been furetdal in
reducing costs to business, improving competitissnenhancing consumer choice and achieving theubbf
public policies.” (EC 2010).
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