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Abstract

The current financial and economic crisis leadsegoments to a stronger regulation of all areascohemy,
including the trade, with a goal to protect domestidustries from the foreign competition, to sugipo
production and export and to maintain a high leMeemployment. Almost all countries of the worlédde
among themselves on the basis of the WTO intemalivade rules and commitments. This multilaténading
system disposes of some features, principles afes rihat do not open the room for a wide and wild
protectionism and subsidization, as it was the dasthe crises of the last centuries. Rules forsalibs,
countervailing measures, anti-dumping, safeguangort licences and other safeguard are clearlytettaflhe
system has, however, some gaps that were used iy ecoantries in the current crisis. Some concrgsmles
of actual protectionist measures and trade liteaiin are interesting to be compared. The tragyrsgem has a
potential to help in overcoming the economic criaisd the depression, if a status quo is respedted.
negotiations of the further trade liberalizatioe auccessfully concluded, it can bring a large s package
for enhancing consumption.

Introduction

As a consequence of the financial and economiésctize world economy and the world trade tendaotmct
in 2009 and it is much more probable that the decliill continue even after this deadline. In Mag&09, the
IMF forecasted that thglobal economy would contractby between -0.5 and -1 per cent in 260the WTO
estimated the volume @forld merchandise exports to fallby -9 per cent in 2009For the world economy and
the world trade, these expectations represent gapabt declines in 60 years. The contraction obixig
estimated to be deeper in developed countriesh§allLO per cent) than in developing countriesi(éage -2 to-
3 per cent).

The development of the world economy and the wivdde in the current crisis is compared very oftéth the
Great Depression of the last century, when thebpfrthe world trade was sharply contracting —wheld trade
declined by two thirds in three years. It had ba@onsequence trfade protectionist policies which started in
the USA with the Smoot-Hawley Tariff Act aiming pootect US businesses and farmers and lead tala war,

as US trade partners responded in similar wayss hlaid very severe impacts on the growth of national
economies and the whole world economy as well amé$ a catalyst that turned the depression irgoGteat
Depression, even if at that time the ratio of ing&ional trade of goods (and services) to globaPGid not
achieve the current level of one tHird

Since the World War I, thgrowth of international trade was muchfaster than the world GDP, what was
due to significant continual declines in trade temsrand transaction cosfBariff and non-tariff barriers to trade
were reduced in the context of the General Agre¢merade and Tariffs from 1947 with its eight ogagtion
rounds and the establishment of the World Tradeafirgition, complemented by regional integrations faee
trade agreements. Harmonization of some trade guses and the harmonized customs tariff under tloeldV
Customs Organization, development of transportatimeans followed by falling transportation and

1 G20 Meeting of Ministers of Finance and CentrahlB&overnors, 13-14 March 2009.

2WTO Press Release, 23 March 20080 sees 9% global trade decline in 2009 as recession strikes, available at www.wto.org.

%2007, approx.: world trade volume in USD to GDRJ&D based on WTO Trade Statistics and World Dearakent Indicators database of
the World Bank



E-Leader Tallinn, 2009

communication costs, rapid progress in telecomnatitios and information technology, the growth oé th
financial sector and development of new finangiatiuments also stimulated trade (and investmesp@resion.

Today, nobody questions the dependence ofuibidd economic welfare and growth on trade International
trade contributes to efficient specialization asrosuntries (according to comparative advantagésgh allows
also to benefit from economics of scale. Tradedases the choice of goods and services for consumer
enhances competition and stimulates internatiokglls sand technology transfer bringing in returnsjiive
dynamic effectsEmpirical studies show significant differences lire tgrowth performance between open and
closed economies. Sachs and Warner (1995), for @earfind that annual growth in open economies esse
that of more closed countries by 2-2.5 per cent.

Despite the general positive effects of a liberati¢ exchange on economy, governments around tHd ae
considering not only théong-run economic prosperity, but deal also with other goals and face pressures
political and social, in short and medium termsas well. Among others, they are lobbied to retfe@n the
rules-based trading system. It is why, even wilsdms learned from the Great Depression, goversniend to
respond the current financial and economic cristh wrotectionist trade policies and financial atlations that
hidden the protectionism in order to protect indastand jobs under threat.

Trade protection seems to be a mean that could raise the proftiabfl domestic producers, which can ensure
the employment in the given branch and then indiyéd®lp to strengthen services sectors includimgfinancial
system. “However, the adverse repercussions ogption are much more serious than the benefitde®ion
raises the price of imports. If these are inputs domestic producers competing in world marketgirth
competitiveness and financial position suffers.tfi@mmore, protection can hurt foreign producerghdy lose
export business for which they have incurred fixedts or if they can only sell such products elsawlat a
loss. This undermines the financial health of fgneproducers and, indirectly, financial stability@ad. Finally,
protectionist retaliation is likely and this, inrty will hurt domestic exporters. Therefore, thé eiéects of trade
protection on the financial sector at home and athare likely to be negativé.”

It is necessary to add, however, that in the cdraéxhe crisis, there are also governments whiztu$ to stop
the collapse of global trade, to improve survedkaover protectionist measures and new trade bsrt@ensure
access to trade finance on advantageous termsdimdsh the current negotiation round on tradeddization
and rules strengthening.

Almost all states of the worldare bound bynternational trading rules and commitmentsembodied in the set
of the WTO agreements signed in 1994. The set ifeagents and commitments of individual WTO members
established a multilateral trading system, whicfuigctional on principles of non-discriminationatisparency,
fair competition, negotiations and developmentslinteresting to see, what are “safety fuses’hef system
against protectionism, where weaknesses of it mgdendat the system allows to individual governmentsheir
fight against decline of domestic production andplyment, without breaking international trade sulend
commitments. It would be also interesting to compabove mentioned prerequisites with the actual
development of protectionist actions of countries.

1. Trade rules and commitments

As mentioned above, the multilateral trading systerased on some principles that are prerequisita fair

trade. The basis of the system is non-discrimimatio member of the WTO can discriminate or preffeother
member §ost Favored Nation Clause MFN), all shall have the same market access and atigcservices
and subjects from the partner country shall bae¢ckas nationalsétional treatment).

The system allows, however, exception from the Mifuse that is reserved for trade integration agfree
trade agreements, customs unions or integratidngaier level. In these agreements, bilateral pesfegs are
included. Even if it seems to be advantagous fotigiating countries, it undermines the multilaiéy of the

system, distorts the competitiveness of non-padics and creates a room for protectionism.

Members of the WTO, when negotiated thaiternational commitments during the Uruguay round of
negotiations, committed themselves to a level gidrhtariffs, agricultural supports or services kedraccess
that allowed them to maintain certdiaxibility . It means that the commitments are usually wedlrdkie tariffs
or subsidies that are actually applied. It is ‘thater” in countries” schedules of commitments #iliws raising
tariffs if the government unilaterally decideshéppened in current crisis when some developingtces have
raised tariffs, as well as established non-tanifdort measures, including outright bans in somesas

4 Fingerand, K.M., Schuknecht, L. : Trade, Finance Bimancial Crisis, Special Studies 3, World tr@tganization, Geneva, 1999
® 153 WTO members
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It is estimated that the average global rate of eeduld doubleand the value of trade would be cut by almost 8
per cent if Members raise their applied tariff sate the levels of their WTO bindingdt should be added that
the situation could be much worse, because bouftstaovering the whole range of tariff lines weasigreed
only for agricultural goods. Industrial productspiont duties liberalization does not cover all farifines as
under the GATT negotiation procedures countriesewieee to decide how many tariffs they bound. The
outcome of the historical evaluation in the mutélal trading system is that in agriculture, thiirgs of bound
tariffs are very high and the gap between bound astdally applied tariffs is very wide. As for insttial
products, there are many developing countries, lwklicl not bound majority of their tariffs and amed to
consider their increase without breaking intermesllccommitments.

Another weakness of the multilateral trading systetmat it addresses market access and tradetaistof the
“import accepting” country. Nothing in the systemeyents government to imposgport taxes or to limit the
exportation by export licences.These practices could harm the industries thatnapert dependent and could
undermine their competitiveness.

2. Protection instruments
2.1 Subsidies

In the presence of crisis or market failures gor@nts may feel justified in using subsidies to state
domestic industry and consumption, to facilitatpistinent, to promote export and/or to protect erympient.

WTO provisions relating to subsidies contain dikngs aimed at “levelling the playing fiel§”by recognizing
the right of Members to use subsidies as a policy ingiment, while at the same time restricting the use of
subsidies that unduly distort trade or prejudiceiffn producers. Multilateral trading system pr@gdor rules
for application of specific subsidization targetsdparticular companies, sectors or regions, razogntwo
categories of subsidies - actionable subsidiespntibited subsidies. (After the establishment e WTO,
there existed third category of subsidies — noiaable. All non-actionable subsidies were phasedumtil
2000.) Adjustment related government subsidiesemefits that are not specific and subsidies thatvédely
available within an economy are neither prohibibed actionable. The presumption is that mentiondbislies
cause relatively little distortion in the allocatiof resources and is therefore permissible

Prohibited subsidies include export subsidies and local cansemsidies. Export subsidies are aimed at
enhancing directly export performance (illustratlist of export subsidies is a part of the WTO agnents);
local content subsidies are those which are coatingvhether solely or as one of several other itiongd, upon
the use of domestic over imported goods. The tvypedyof subsidies are prohibited because WTO Members
have accepted that they are specifically desigpedistort international trade. There are, howeegteptions
from prohibited export subsidies. It concerns ekmuedits, guarantee or insurance programmes, waieh
applied according to an international undertakimgaodficial export credits to which at least tweleeiginal
WTO members are parties, or if in practice a gowvemnt applies the interest rates provisions of tevant
undertaking. An export credit practice that is wnformity with mentioned conditions is not consieléra
prohibited export subsidy. This exception fits petly to the OECD Arrangememin Officially Supported
Export Credits that is a basis for governmentalogixpredits practices of developed countries andthvis
widely used by very many governments in the curceists.

Actionable subsidies are all specific subsidies that are prohibited, with enterprise specificity, industry
specificity and regional specificity. This subsalibn could be subject to a challenge, either thhothe WTO
dispute settlement, or the trading partner couldase a countervailing duty on the subsidized import

Agricultural subsidies

Agricultural subsidies are covered by special rulesmplementary to the general rule on subsidinatio
Agricultural subsidies have two basic forms: exmutbsidies and domestic support. Subsidies of Gatigories
are subject to reduction commitments and to negmtiaon further elimination. Domestic supports dreided
into three groups, which are called amber box, ldag and green box. Amber box subsidies are thioae t
distort international trade and shall be continualiminated. The goal of blue box supports is &aldwith
overproduction and domestic supports within theegreox are allowed (research, etc.).

Export subsidies

5 Antoine Bouet and David Laborde, International Féwlicy Research Institute, Issue Brief 56, Wagttin D.C 2008
" Adjusting to Trade Liberalization: The Role of Ryl Institutions and WTO Disciplines, Special Sasi7, World Trade Organization,
Geneva, 2003
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Export subsidisation, as other subsidies, are stibjerules of the Agreement on Subsidies and Gauailing
Duties. In principle, export subsidies are prol@ditin the international trade. According to the timred
agreement, all subsidies had to be phased outnwitight years period following the entry into foroBthe
WTO Agreement that corresponded to the end of 2D@2eloping countries were, however, eligible tk fs

an extension of the implementation period providieat the request was based on the relevant economic
financial and development needs and the transpamegeirements were fulfilled. About thirty courets were
granted such an extension until the end of 2008sLdeveloped countries are exempted from the Ipit@ on
export subsidies.

2.2 Trade Remedies

Trade remedies, which are allowed to be used by WAEO agreements under certain conditions and
requirements, areeactions to increasing imports or to the unfair conpetition embodied in dumped or
subsidized importation. These measures are, howeeey often used for protection of the domestiduistry,
namely in crisis. Given the nature of these renwdi&plained further, the most are used antidumpiagsures,
while safeguard or countervailing measures aresadtequent. The main reason could be that antipilognis a
targeted remedy which imposes no compensation vgaileguards are multilateral instruments whichriast
imports from all origins and which imposes compdiosa It is interesting to note that the figure of
approximately 73 safeguard investigations initiategr the period 1995 to 2001 compares to a tdtdldd5
antidumping investigations launched during the sparéd?

Safeguard measures

Safeguard measure offer the possibilityréact ex postto problems caused by unforeseen import surges
Such measures include temporary tariff increasepiantitative restrictio® Without a possibility to apply any
safeguard measure, the governments would be ratuttaliberalize import in sectors where the doneest
industry is established. Various WTO provisionsrespond to the definition of a safeguard measure.

GATT agreement provides for rules on the use oégard measures, re-establishes multilateral doower
safeguards including obligatory notification to aNTO members (through the respective WTO body).
Safeguard measures shall be applied only to thenextecessary to prevent or remedy injury and ¢ditie
adjustment, in compliance with requirements figfillbefore a safeguard measure can be applied emdythits
application. Implementation of a safeguard measigratso a subject to the elimination of pre-erigtgrey area
measures related to the industry concerned anbathen their future use.

In order to be entitled to implement a safeguardsunes, a country should determine that increasedtiies of
imports are causing or threatening to cause seiigusy to the domestic industry producing like directly
competitive products. An increase of imports shcdagdthe result of unforeseen developments. Seimguy is
defined to mean “significant overall impairment” thie domestic industry’s position and a “domesgtiduistry”

is defined as “the producers as a whole of thedikdirectly competitive products operating withiire territory

of a Member, or those whose collective output ef like or directly competitive products constitusesnajor
proportion of the total domestic production of thoproducts® The threat should be proved through
investigation based on published procedures.

Remedies should be applied to an imported produetpective of its source, and only to the ext&tessary to
prevent or remedy serious injury and to facilitatjustment. Some limits regarding the allocatiorgobtas
among suppliers are defined, but limited deparftomn MFN in the form of quota modulation is allowethe

standard limit on duration is four years (six ye&ss developing countries), which may be extendedat
maximum of eight years. If the safeguard measuapidied for more than one year, it must be prcivedy

liberalized and review with the aim of its withdralw

Specific safeguard clauses for agriculture are permitted in addition to general emergencyioast
Governments can impose additional duties if either volume of imports of that product increasesvaba
certain threshold, or the price of imports of thaetduct falls below a trigger price. Agriculturafeguard does
not require the complainant to show that importssed injury

Other “safeguard”

8 Antigua and Barbuda, Barbados, Belize, Bolivia, ddabia, Costa-Rica, Dominica, Dominican Republic,S&llvador, Fiji, Grenada,

Guatemala, Honduras, Jamaica, Jordan, Kenya, Mayri®anama, Papua New Guinea, Sri Lanka, St #ittsNevis, St Lucia, St Vincent
& Grenadines, Suriname, Thailand, Uruguay

9 Adjusting to Trade Liberalization: The Role of Ryl Institutions and WTO Disciplines, Special Sasi7, World Trade Organization,
Geneva, 2003

10 It is limited to surges in merchandise importsn@arning services, under the GATS Agreement, natjotis are undertaken on the
question of emergency safeguard, measures bagée pninciple of non-discrimination.

11 Agreement on Safeguards, WTO legal texts, wwwartp.
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There exists a possibility to impose restrictioosdfeguard the balance of payments both developed and
developing countries. These provisions can onlygex, however, in reaction to an unsustainableidedéion

in a country’s external financial position, and rmtreaction to sector-specific problems. Additibifaew)
import restrictions could be imposed if there isiamminent threat or a serious decline in reserves @rice-
based instruments instead of quantitative restristishould be used. Developing countries couldempht the
provision for “infant industry” protection that has not been of a frequent use as develaungtries enjoy
the specific and differential treatment, which emsuheir need in this area. Governments haveaafsussibility
to renegotiate tariffs, but this is not the most appropriate responserablems related to crisis, as it is a
permanent measure.

Antidumping measures

Governments dispose instruments for an effectigparse t@n unfair practice that is called dumping Anti-

dumping measures are aimed at a protection of dameslustries against injury caused by importpates
below the price of the goods in the market of thgogter or bellow production costs. Anti-dumpingaseres,
usually in a form of customs duty, are intendedlbminate an unfair price advantage.

A difference between antidumping measures and safeg lies in thaarget of these actions: anti-dumping
tariffs are applied only for the import that is fmlias dumped, it means only against a specific itapaf
individual producer. Safeguard measures enhanderoegariffs of all products of the same classtfa that
surge of import could cause an injury to the doféstustry. In other words, antidumping actiorjustified on
the ground that dumping is an “unfair” practicetthesults in “unfair” trade while safeguards arstified for
imports that are perfectly “fair”. Based on thefféedences, there are some other different aspects.

With the use of antidumping, thererie compensation requiremenissociated with. It is given by the principle
that it is a response to unfair practices. Unliggeguards which must be applied on a non-discritoigebasis,
anti-dumping actions must be targeted not onlymaparts from particular countries but at importsnfro
individual firms. In the anti-dumping case, theéstigation must determine that imports are beingphd, and
that this dumping causes or threatens to causeyirju the domestic industry. The procedure for the
determination of dumping is clearly sets out — tlmenestic producers of the like product have to mebge
process. If the presence of dumping can be shdven¢anditions regarding the injury are less stnmdban in
the safeguard case. Anti-dumping duties can betaiagd as long as it can be shown that the exfitgeoduty
would be likely to lead to the continuation or reemce of dumping and injury.

In trade practice of last decades, anti-dumpingbdea®me théavoured route of domestic firms that wish to
benefit from protection when foreign competition becomes more threatering. also why the anti-dumping
actions proliferated and safeguard measures aledpgery rarely. Given the protective and discnatory (or
non-discriminatory) nature of anti-dumping and saferd measures, it is more understandable, whyeaGR0
meeting it has been suggested that safeguards rasase implemented when there is any “dangerawsjesof
import, and anti-dumping duties are limited.

Countervailing duties

Countervailing duty, as well as antidumping measui® in principle response to “unfair” trade prees and
thus do not have the same objective as safegubrtder the international trading rules, countriesehéhe
possibility to react to an injury or a threat ojuiry caused by subsidized imports to the domestiastry and to
impose a countervailing duty that offsets the dffetthe subsidy and removes the injury to the dstine
industry. The countervailing duty procedure is mlegs used than the anti-dumping procedure.

3. Restrictions to trade as a consequence of thasis

Multilateral trading system allows, as it has beaplained above, legal trade remedy actions. Theszsures
can be implemented under specific conditions onligh a procedural fairness and in a transparent reord
discriminatory manner. All WTO members shall beomfied, through the official notification proceduadout
trade remedies adopted in compliance with the matiiwnal trading rules. WTO noatifications are, @fere, a
good basis for considering if there are in the eniricrisis trends to use more these measures @r tygprotect
more deeply the domestic industry. From this poinview, we review import licensing, antidumpingites,
import surcharges, technical norms and standaatitasy and phytosanitary measures, state suppuoitsjdies,
direct governmental management and other varietfietsade remedies to support industries that haeed
difficulties.

Globally, the number dftate interventions and subsidiento manufactured industry increases. These sappor
include also direct funding, special loans and gngres and have a great potential to distort teatk to
provoke trade retaliations. Similar measures hasenbused by some countries to provide support ¢ th
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financial services industries. Using public finansenot — it should be noted — an option for coestiwhose
fiscal situation does not allow such spending.

The use ofon-tariff measures with trade impacts such as technical norms and sanitary standadspre
frequent, or these rules are more strictly applleds the case of US Omnibus Appropriations Actclause
inscribed in sections 727 of the federal budged} th 2009 “prohibits the use of federal funds stablish or
implement a rule allowing poultry products to beaorted into the USA from China”, what should alltve US
Administration to formulate new principles of fogdfety. The Act prohibits also allocating fundsessary for
maintaining an inspection programme on cross-botderking services from Mexico. Mexico, in response
suspended the NAFTA preferential tariffs of alm@3tgoods imported from the USA.

In the context of crisis, the number ahtidumping procedures and antidumping tariffs has risen. New
antidumping investigation increased in 2008 by 2{f#6m 2007) and their main targets were China, the
European Communities and the United States. Casnthiat mostly used antidumping measures in thasiiet
policies in second half of 2008 were India (42)aBk (16), Argentina (11), China (11), Turkey (&0)d EC (9).
For example EC imposed anti-dumping duties on Glarserews, fasteners, candles, silicon, hand palieits
and their essential parts and steel wire productsyioldovian steel, Korean silicon, certain plastsacks and
bags originating in China and Thailand, sodium ay@te from China and Indonesia and on US biodiésisl.
quite surprising, that antidumping measures werglémented after the G20 summit in April 2009 inenin
members of the group: Argentina, Brazil, EC, IndRaissia, USA, despite the proclamations of the gratout
the necessity to challenge protectionism. We céimate that the use of antidumping and safeguarasores
will increase in 2009 as there is a certain timiayleetween initiation and legal implementation.

Some governments, in order to protect their domeésdustry,increased tariffs, as for example Ecuador (940
products concerned), India, Russia and Mexwmn-tariff barriers have been newly implemented in Indonesia
— it limited the number of ports and airports segvas entry points for certain imports, Argentind imposed
licensing requirements on goods ranging from awasp textiles, TVs, toys, shoes and leather prsduc
Moreover, India has banned Chinese toy importcéstain period; China has prohibited imports o$hrpork
and rejected Belgian chocolate, Italian brandyti®risauce, Dutch eggs and Spanish dairy products.

As one of the trade protectionism goals is to namemploymentjabor-related measuresare applied: For
example, the support or car industry in Francdy léamd Spain is conditional on the maintenance ahestic
jobs to detriment of production in other EU courdri Malaysia has prohibited factories, stores asthurants
from hiring foreign workers. USA excluded from stilas tax breaks those US companies that moved jobs
overseas.

A measure aimed at promoting exportation (and iimgiimportation), theurrency devaluationis used. South
Korea allowed the national currency to depreciatel® % against the USD, Armenia and Kazakhstan have
devalued by 22 % and 18 % respectively. India, Mgk and Taiwan abandoned interventions into their
currencies. Switzerland announced interventionsriter to prevent the franc from appreciating furthgainst

the Euro.

It is interesting to review, what kind of trade reeees is used for protection of individual industihe
footwear industry is protected namely by antidumping tariffs (againgortation from China and Vietnam — in
Argentina, Brazil, Canada, Ecuador, EC), incredsenport tariffs (Ukraine and non-members of the WF
Russia and Kazakhstan) and safeguard measureskayTu

In thesteel industry, the range of trade protectionism is quite widepart licensing (Argentina, India), increase
of import tariffs (India, Indonesia, Turkey, RussMietnam), antidumping measures (new investigation
Philippines, Egypt, USA, EC), new technical normsl aertification procedures (India, Malaysia, Indsia).
Philippines implemented export licensing; USA a@opthe American Recovery and Reinvestment Act (009
with the “buy American” clause. This clause is, lewer, in compliance with the international commikitseof
the USA, as it — same as the Buy American Act fi®83 — ensures national treatment for members ef th
WTO Government Procurement Agreement, for parthawsng signed a free trade agreement with the USA,
beneficiaries of the Caribbean Basin Initiative dinel least-developed countries. Although in conmaiéawith
international agreements, implementation of theisga“buy American” into the stimulation package the
American industry means that the so called BRICntaes (Brazil, Russia, India, China) are shut ofithe
governmental procurement segment of the US market.

Supportive measures applied auto industries have in developed countries usually form of finahc
instruments as governmental loans and guarantsds,sathe case of the USA (Chrysler and Generatdv
received USD 17.4 billion, US auto industry supmidiave been pledged USD 5 billion in guarantees of
receivables), France (3 billion Euros lent to Réinand Peugeot), Italy, Germany, Spain, SwedenthadJK.
Governmental loans, loans with lower interest ratefinancial trust for maintaining liquidity of caeller are
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used also by Brazil, Canada and Australia. ChinattsKorea and Turkey have reduced various taxesdar
to promote car selling, Russia increased tariffsifoport of cars, trucks and buses and reducedfstaior
automotive motors and further components. Rusdslies car producers directly as well.

4. Trade liberalization as a response to the crisis

The challenges of the current crisis provokedanérpolicies of individual countries not only pritenism with

a goal to protect domestic industries and employmemn alsarade liberalization and implementation dfade
facilitation measures. It includes the reduction or eliminatimin import tariffs and export taxes. The
international trade has been supported also byeHpansion oftrade finance facilities even if it is not,
however, clear, if export credit should not be fsr nature included in subsidies and be consider®d
protectionist measure.

The trade liberalization, facilitation and finanfaeilities have various purposes. Irrespectiveha purposes,
these measures contribute positively to help revére contraction of global trade and to stimukdgregate
demand by reducing consumer prices and products.cos

It is interesting to see that governments, wihicplemented protectionist trade measures, adoptedso their
opposite For example, Argentina eliminated export taxesnafy dairy products, Brazil increased the number
of exporting companies with access to governmesiport finance, Canada eliminated import tariffsvamny
many tariff lines of machinery and equipment, loegepbstacles to foreign investments and incredsedirhit

of foreign ownership in Canadian airlines, Chinergased VAT rebate rates on exports, eliminateceduces
mere hundred export taxes, European Communitiegdeldochanges in the set of Commission State Aid
guidelines increasing flexibility on export cred#nd increased access to trade finance for Europegaorters,
Ecuador reduced more than three thousand tariffgreducts not locally produced, Hong Kong estaleliktate
owned Export Credit Insurance Corporation, Indimiglated some export and import duties and impldegen
trade facilitation measures — simplification of soexport licensing requirements or higher numbeertities
authorized to import directly metal. Indonesia &akakhstan reduced some import tariffs, Malaysiaiahted
import duties and import licences for some impoMexico reduces tariffs for manufactured goods Fy98,
New Zealand facilitated access to trade financdippmes reduced some import tariffs, Russia reduexport
taxes on wood products and oil and eliminated tlommmickel and copper and reduced import tariffscouil
aircraft, ferrous scrap, motors and major compaefimotor vehicles, cement and natural rubber

Conclusion

The current crisis leads to highgmvernmental regulationincluding trade policies Protectionist reactions in
trade policies of very many countries, both devetbpnd developing, multiplied since the last quaofethe
year 2008. Customs tariffs increase, new non-thdffiers, subsidies, governmental direct manageoremore
resort to trade defence instruments such as anfithgmactions are measures that are implemented by
governments in order to protect domestic vulneratdieistries, employment and to support exportatieven
the financial and fiscal stimulus packages thateHasen introduced to tackle the crises and thesdserof the
global trade contain state aids, subsidies, "bujonal" condition or policies for sourcing labourat favour
domestic goods and services and do not open thketnfar foreign competition. Although some govermise
have introduced measures to liberalize, supporfagititate imports and exports, the tendenciegamfernments
to regulate more the trade, competition and markegslear. The regulations and state interventansprolong
the operations of uncompetitive or insolvent firmghich denies market share to more efficient predsic
including foreign suppliers.

Strengthened governmental regulation in the divectif deeper trade protectionism could leaddoumulation

of new measures and retaliation from trade partnersMeasures taken only temporarily can as conse@senc
create an uncompetitive enterprises and over dgptmt will continue to generate protectionist gmares or
will be too costly from the social point of vieweafiminated.

Moreover,industries are globally integrated, production andsourcing are international and mergers and
acquisitions do not allow recognizing what was imiadly the national company, brand, products, #thas
become more difficult and more costly to try togetr national problems of over-capacity or inefficg by
using trade restrictions or subsidies. It is no¢ rhat foreign entities benefit national subsidiesncentives, as
it has been the case of cash scrap car grantsrsugw®rs in Europe. In principle, subsidies targeted
consumption, if they do not restrict consumers’ioddo buy internationally domestic or foreign puots, are

12 According to the WTO JOB (09) 30
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much more correct as only consumers could prove pitualucts are competitive. Impacts of these messare
however a proof that the national subsidy couldlteéa both domestic or foreign imported productiemd the
national government is not able to influence ieefively.

If we compare the current situation with the cris€80ies or 70ties and early 80ties of the lastwsy, when
governments resorted heavily to trade restrictenmd subsidization in order to support non effecindustries,
we find not only some similarities, but also soniffedcences. In crises of the last century, the gorental
regulation slowed down structural adjustmentand the correction of problem of global over-cégyathat led

to attempts to manage closely trade flows. The gowental regulation was from the point of view of
international commitments legal. In 30ties, no iin&tional trade agreements that could have predetiie
implementation of high protectionist measures exisEven if in 70ties and 80ties the situation wiferent
because of the GATT agreement, the limits for prtid@ism were not strong enough.

Today, the existence of the multilateral tradingteyn covering trade in goods and services and kamgas of
trade rules limits a free implementation of proaist measures, at least at some instances. Ttensycovers
trade amondl53 countries that represent about 96% of the worldrade. It composes of rules for certain
subsidies and some of them prohibits. It prohibisswell some non-trade barriers. Members of the WTO
committed themselves not to exceed limits in impastoms duties, domestic agricultural supports expmbrt
subsidies, not to diminish import quotas. Everhdre is less discipline over the extent to whiatestid and
subsidy measures can affect conditions of compatitin international markets, or even if still kegpwithin
formal WTO limits, the average global rate of dabuld doubldf applied tariff rates are risen to the levels of
binding tariff, the system as an international gélion is an “insurance” that governments — whemagag
their response to the crisis — take the rules (tiet agreed on) into account and respect them.

The multilateral trading system is also promisitg fhe future, as the current negotiations aboatttade
liberalization — if concluded successfully — coblelp to overcome consequences of the financialegotomic
crisis and depression. It is estimated that thekataaccess package on industrial and agricultwatlg that is
on the table in the Doha round is equivalent teea stimulus packageor consumers of over US $150 billion.
This could be doubled by other elements of the dosnich as the very important services sectorvatrade
facilitation and harmonization agreement and byesging the room for trade restrictions and distosi In the
meantime, it is important that WTO members and ntesegovernments do not use new trade restrictaoms
trade-distorting subsidies. Governments are qutesiive to arguments explaining the need to aaoiderse
trade effects and injury for the domestic and gl@zanomy that protectionism causes, so it is qaidistic that
such an “agreement” could be achieved:nib-standards lowering clause”is accepted and respected by the
WTO members, the outlook of further trade and eatinodevelopment — thanks to the multilateral trgdin
system - should not be pessimistic.”
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