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Session outline

» Trade policy
— Definition
— Context
— Tools
— Trade defence
— Case study
» Competition policy
— Definition
— Legal basis
— Case study

* Interdependencies
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) i, 1 rade policy: definition
 All of the government’s actions (at all
levels of government) aiming at
influencing the size, directions and
structure of the international trade
flows
£ Trade and competition policies for an EU level play  ing field
5 Basic trade policy

Instruments
 Tariffs: taxes levied on imports

(mainly), exports (rarely) of transit of
goods (almost never).

« Subsidies: form of financial assistance
paid to a business or economic sector
for exported (or produced) units or
value. Most subsidies are made by
the government to producers.
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gdg «o  Classification of tariff duties

UNIVERSITY
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» With respect to the direction of movement of
goods
— Import
— Export
— Transit
» With respect to the purpose
— Fiscal
— Protecting
» With respect to the way of computing
— ad valorem, e.g. 5% of import value
— ad speciem (specific), e.g. 5 EUR/hI
— Mixed (e.g 1IEUR/kg and 2% of value)
— Combined (e.g. 5% but not less than 10 EUR/Kg)
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mmn.  Other Trade Policies
» Voluntary Export Restraint (VER)

» Local Content Requirement

» Export credit subsidies
— A subsidized loan to exporters

— U.S. Export-Import Bank subsidizes loans to U.S.
exporters.

Rk

* Government procurement

— (US) Government agencies are obligated to purchase
from domestic suppliers, even when they charge higher
prices (or have inferior quality) compared to foreign
suppliers.

» Bureaucratic regulations

— Safety, health, quality, or customs regulations can act as
a form of protection and trade restriction.
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""""""""""""""""" Economics of a Tarrif

E(J sueow  Costs and Benefits of a Tariff for the Importing
mng OF ECONOMICS Brice, P Countl’y

Quantity, Q

[ =consumerloss (a+ b+ c+d)
= producer gain (&)
7 = governmeglrevenue gain (¢ + e)
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% M Effects of an Export Subsidy

Price, P s
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V77 = costof government subsidy

(b+c+d+e+f+g)

2013-04-07



P Trade and competition policies for an EU level play  ing field

‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ Framework for Trade
SEE liberalization
» Free trade is beneficial (c.f. trade
theories)
— Better allocation of resources, lower prices...
* Among trade policy instruments, tariffs
are the least destorting
— market mechanisms still work
— No rent seeking, corruption incentives etc.
» Politically, free trade is the best feasible
policy: because of lobbying enforcement

of a theoretically better solution might be
difficult

WE
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% «ov  Framework for Trade liberalization (2)
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» Even if (from unilateral perspective)
free trade is not the best policy, it does
not take into account possible

retaliations
National welfare

1
|
|
|
|
|
|
| |
| |
+ +

Optimum Prohibitive Tariff rate

tariff, t, tariff rate, t, 10
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s Goals of the EU trade policy
@ OF ECONOMICS. External

— protecting businesses from obstacles to trade
— harmonious development of world trade

— fostering fairness and sustainability

— supporting developing countries and regions
Internal

— Encourage real growth

— Foster competitivity of European industries

— Provide consumers with goods and producers
with inputs at good prices

1
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e Implementing EU trade policy
o Multilateralism (WTO)
» Preferential treatment of developing
countries
- GSP
— Aid for Trade

— Fair Traide promotion (financing NGOs
and labeling institutions)

— Helping Commodity Dependent
Developing Countries (CDDCs)

» Regional partnerships

12




vvvvvvvvvvvvvvvvvvv

CRACOW
UNIVERSITY
1925 OF ECONOMICS

Trade and competition policies for an EU level play  ing field

Principles of the trading system

Most-favoured-nation (MFN): treating other

people equally (non-discrimination)

— Grant someone a special favour (such as a lower
customs duty rate for one of their products) and you
have to do the same for all other WTO members

National treatment: Treating foreigners and
locals equally

— Imported and locally produced goods should be
treated equally — at least after the foreign goods
have entered the market

Other principles:
— consolidation
— interdiction of quantitative restrictions
— interdiction of dumping and subsidies
MEN Exceptlons
ti- A,Jym gactlons and countervailing (anti-

- Genera System of Preferences (GSP) for developing
countries

— Atrticle XXIV Regional Trade Arrangements 13
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RTA membershlp
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Source: WTO Secretariat,

14
Source: WTO, World Trade Report 2011, p. 58.

2013-04-07



Q Trade and competition policies for an EU level play  ing field

vvvvvvvvvvvvvvvvvvv

o Instruments of EU trade
EJ OF ECONOMICS pOIiCy
e« Common external tariff
» Trade defence instruments:
— Anti-dumping measures
— Anti-subsidy measures
— Defence against trade barriers
* Promoting EU exports
— Production or export subsidies

— Guarantees and credit export insurance
— Promotion of participation in fairs and

expos 15
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., Common external tarrif
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http://ec.europa.eu/taxation_customs/dds2/taric/taric_consultation.jsp?Lang=en

*TARIC; searchable by TARIC code (10 digits) or description

Contact | Search | Legal Notice| 7 Enghsh {en]

European Commission

Taxation and Customs Union

European Commission > Taxation and Customs Union > Databases > TARIC > Measure

e TARIC site has been upgraded . The following document i & guide to this upgrade ~ [User Guide] (6.7 Mb) Help | What's new? | Information | FAQ

o Last update: 08-02-201
TARIC Consultation

Geographicalarea || Regulation |

Goods code [Browss] Country of origin/destination

|

2206001000

LI[E]
8703000000
Retrieve Measures.

16

The current reference date forthe query is 09-02-2011 [change|
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*E.Q.

2206 Other fi

Goods nomenclature code:
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Common external tarrif

http://ec.europa.eu/taxation_customs/dds2/taric/taric_consultation.jsp?Lang=en

*TARIC; searchable by TARIC code (10 digits) or description

piquette or cider from Michigan (USA)

TARIC measure information isnow =i information) The reference date is 06-04-2013

Last update: 05-04-2013

Area: United States of America - US

2206001000

SECTION IV PREPARED FOODSTUFFS; BEVERAGES, SPIRITS AND VINEGAR; TOBACCO AND MANUFACTURED TOBACCO
SUBSTITUTES

CHAPTER 22 BEVERAGES, SPIRITS AND VINEGAR

=

non-alcoholic beveraies, not elsewhere saeciﬁed or included
22060010 ¥ - Piguette

ges (for ple, cider, perry, mead); mixtures of fermented beverages and mi of fi d b ges and

ERGA OMNES (ERGA OMNES)

R2204/99

Third country duty (01-07-2000 - ) : 1.30 EUR / % vol/hl MIN 7.20 EUR / hl

-

22060031 v - - - Cider and perry

ERGA OMNES (ERGA OMNES)

R2204/99

Third country duty (01-07-2000 - ) : 19.20 EUR / hl
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Trade defence (1):
Anti-dumping measures

Def: a product is considered to be dumped if its export price to
the Community is less than the comparable price for a like
product established in the ordinary course of trade within the
exporting country

Injury: caused to an industry established in the Community, the
threat of injury or substantial retardation of the establishment of
such an industry

Complaint: by an entity acting on behalf of Community industry
(50% of Community production)

Advisory committee examines the evidence justifying initiating
proceedings

Commission must initiate the proceedings within 40 days
Proceedings involve checks, inspections and meetings
Procedure terminates without measures or with anti-dumping
duties usually for 6 months (provisional) and 5 years (definitive)

Community general interest must be taken into account

2013-04-07
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Trade defence (2): anti-subsidy

measures

A subsidy is deemed to exist, firstly, if there is a
financial contribution by a government or if there is
any form of income or price support and, secondly, if
a benefit is thereby conferred, e.qg:

— agovernment practice involves a direct transfer of funds

(grants, loans, equity infusion) or potential direct transfers of
funds or liabilities (loan guarantees);

— government revenue which is otherwise due is not collected
(tax credits);

— agovernment provides goods or services other than
general infrastructure, or purchases goods;

— agovernment makes payments to a funding organisation or
entrusts a private body to carry out one or more of the
functions which are normally its responsibility

The procedure is analogical to the previous one

Countervailing duties may imposed on 4 months

(provisional) and 5 years (definitive) 19
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Trade defence (3):

Protection against trade barriers

Three possible ways to start the procedure

— on behalf of a Community industry that has suffered
material injury as a result of trade barriers that have an
effect on the market of the Community;

— on behalf of one or more Community enterprises that have
suffered adverse trade effects as a result of trade barriers
that have an effect on the market of a third country;

— by a Member State denouncing an obstacle to trade

Possible policy measures:

— suspension or withdrawal of any concession resulting from
commercial policy negotiations;

— the raising of existing customs duties or the introduction of
any other charge on imports;

— the introduction of quantitative restrictions or any other
measures modifying import or export conditions or
otherwise affecting trade with the third country concerned.

20
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" Trade defence (4): Safeguard

S measures

* Necessary condition: increase in
imports which may cause a serious
injury

» Actor starting the procedure: Member
State

» Possible measures:
— Provisional duties
— Quantitative restrictions

— Other measures
21
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i Trade defence: case in antidumping
) SR o Initiation: industry complaint (3.11.09)

* COUNCIL IMPLEMENTING REGULATION (EU) No 791/2011

« of 3 August 2011 imposing a definitive anti-dumping duty and
collecting definitively the provisional duty impose d on imports of
certain open mesh fabrics of glass fibres originatin gin the People’s
Republic of China

. http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:2011:204:0001:0010:EN:PDF
The proposed anti-dumping duties are the following:

Coipany Injury etam_manon . Anti-dumping duty

* margin rate
Yuyao Mingda Fiberglass Co., Ltd 69,1 % 62,9 % 62,9 %
Grand Composite Co, Ltd and its related company . " ,
Ningbo Grand Fiberglass Co., Ltd 4% g 4%
Yuayo Feitian Fiberglass Co., Ltd 87,6 % 60,7 % 60,7 %
Sample weighted average for the cooperating exporting _ o ”
producers not included in the sample Al Sl A%
Residual for non-cooperating exporting producers and I , 22
Ningbo Weishan Duo Bao Building Materials Co., Ltd BrE% G2,9:% 620%

2013-04-07
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; Trade defence: case in antidumping (cont.)
E(J UNNVESITY o COMMISSION REGULATION (EU) No 1135/2011 of 9 Novemb er 2011
* initiating an investigation concerning the possible circumvention of
anti-dumping measures imposed by Council Implementi ng Regulation

(EU) No 791/2011 on imports of certain open mesh fa  brics of glass
fibres originating in the People’s Republic of China by imports of
certain open mesh fabrics of glass fibres consigned from Malaysia,
whether declared as originating in Malaysia or not, and making such
imports subject to registration

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?u ri=0J:L:2011:292:0004:0007:EN:PDF

+  COUNCIL IMPLEMENTING REGULATION (EU) No 21/2013 of 10 January 2013

» extending the definitive anti-dumping duty imposed by Implementing
Regulation (EU) No 791/2011 on imports of certain o pen mesh fabrics
of glass fibres originating in the People’s Republic of China to imports
of certain open mesh fabrics of glass fibres consign ed from Taiwan
and Thailand, whether declared as originating in Ta  iwan and Thailand
or not
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?u _ ri=0J:L:2013:011:0001:0007:EN:PDF

23
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) i Competition policy: definition

» Authorities’ actions intended to preserve
the desired intensity of competition by
establishing a series of rules and
regulations that limit the ability of
enterprises to operate in a manner that is

contrary to this objective |-
HinN it
ANTI-COMPENTIVE II
PRICE-FIXING
CHATELS MY C
l f VARKET- “ Le /iT
|  SHARING
!i:_:urE— MENTS
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% .. Competition policy: rationale
» Competitive markets are more efficient —
ressources are better allocated

« Consumers have a larger choice
» Competition promotes innovation
» Competitive firms export more

» Higher exports and technological progress
lead to a long term growth

25
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L Market failures as limits for
SEEE free competition

» Monopolies and market concentration

» Public goods
Externalities

2013-04-07
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But what is competition?

» Theoretical (neoclassical) notion of
perfect competition
— Does not exist in practice
— Good benchmark?

» Workable (policy) definition: there is a
large number of similar sellers and
entry is not restricted

27
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Price, P

Pm

Pc
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Monopoly (duopoly...) lead to
dead-weight losses compared to
competition

4

|:| = consumer loss
= producer gain

MC

Qm Qc Quantity, Q

2013-04-07
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‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ Competition restrictions in
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B real world

* Dominance (monopoly power,
strategic behaviour reducing others’
choice)

* Merger activity
— Horizontal
— Vertical
— Conglomerate

 State (or other public) aid to firms

Rk
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gm EU Competition policy

 Juridical basis — articles 101 — 109 of the
Treaty on the functioning of the EU (TFEU)

— always in interest of consumers and
technological progress

— Art. 101 — agreements between undertakings
e.g. fixing prices, limititing production, sharing
markets or sources of supply, discrimination
(Ford and Volkswagen case: MPV in Portugal)

— Art. 102. — abuse of the dominant position, e.g.
unfair pricing, limiting production, supplementary
obligations, discrimination... (Microsoft)

— Art. 107 — aid granted by states which distorts or
threatens to distort competition (Livret A)

2013-04-07
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?9 ..~ EU Competition policy case (1)

* Commission vs. Microsoft

— launched in 1998 after complaints from Sun Microsystems
on difficulties with compatibility

— Microsoft's bundles new software features into Windows
that are offered as separate products elsewhere (web
browsers and media players)

— Commission estimated that Microsoft controlled 90-95 per
cent of operating systems market

— company was fined €497 million (compare with over €50
billion in cash reserves)

— On 27 February 2008, the EU fined Microsoft an additional
€899 million (US$1.44 billion) for failure to comply with the
March 2004 antitrust decision

— On 27 June 2012, the General Court upheld the fine, but
reduced it from €899 million to €860 million
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L Interrelation of the competition
ES) G, and trade policies

» Value chains are sliced — trade policy is more and
more difficult to be efficiently applied

» Tariffs are small in developed countries, which
makes their impact limited and trade defence
instruments are in fact aimed at ensuring fair
(international) competition

» Some propose that the international competition
network becomes a part of the WTO agreements

» Cases show that competition and trade policies are
highly interrelated: e.g. Airbus — Boeing dispute.

16



