Regional Trading Blocs


International Trade in the second half of the 20th Century

Since World War II, the globalization of the world economy has developed at a rapid pace. This was made possible by the increase in economic activities, in particular, in international trade and foreign direct investment (FDI). In 1960, for example, the year in which the turmoil of the postwar years could be finally put to rest, the world began on its path of exponential growth, the total ratio of foreign trade to gross domestic product (GDP) stood at 25 percent. The rapid pace of globalization is confirmed by the statistics for international trade and investment. Although it is more difficult to keep track of the international flow of capital, information and human resources, there has clearly been an increase, which also contributed to the pace of globalization. Lowering trade barriers is one of the most obvious means of encouraging trade. The barriers concerned include customs duties (or tariffs) and measures such as import bans or quotas that restrict quantities selectively, red tape and exchange rate policies. Sometimes, promising not to raise a trade barrier can be as important as lowering one, because the promise gives businesses a clearer view of their future opportunities. With stability and predictability, investment is encouraged, jobs are created and consumers can fully enjoy the benefits of competition — choice and lower prices. The multilateral trading system that so evolved as Globalization is an attempt by governments to make the business environment stable and predictable.
Multilaterism

Why free trade?

There is a definite statistical link between freer trade and economic growth. All countries, including the poorest, have assets — human, industrial, natural, financial, which they can employ to produce goods and services for their domestic markets or to compete overseas. Liberal trade policies — policies that allow the unrestricted flow of goods and services — sharpen competition, motivate innovation and breed success. They multiply the rewards that result from producing the best products, with the best design, at the best price. The principle of “comparative advantage” says that countries prosper first by taking advantage of their assets in order to concentrate on what they can produce best, and then by trading these products for products that other countries produce best. It is not static though because competitiveness can also shift between whole countries. A country that may have enjoyed an advantage because of lower labor costs or because it had good supplies of some natural resources, could also become uncompetitive in some goods or services as its economy develops. But with an open economy, the country can move on to become competitive in some other goods or services. But the temptation to ward off competitive imports is always present and richer governments are more likely to resort to protectionism for short-term political gain and as an excuse to protect producers. Protection ultimately leads to bloated, inefficient producers supplying consumers with outdated, unattractive products. In the end, factories close and jobs are lost despite the protection and subsidies. If other governments around the world pursue the same policies, markets contract and world economic activity is reduced. One of the objectives that governments bring to WTO negotiations is to prevent such a self-defeating and destructive drift into protectionism.

THE WTO 

The World Trade Organization (WTO) deals with the rules of trade between nations at a global or near-global level. It is an organization for liberalizing trade and to enter into negotiations and resolve disputes. Most of the WTO's current work comes from the 1986-94 negotiations called the Uruguay Round and earlier negotiations under the General Agreement on Tariffs and Trade (GATT).

The WTO is not just about liberalizing trade, and in some circumstances its rules support maintaining trade barriers — for example to protect consumers or prevent the spread of disease. The WTO’s agreements are negotiated and signed by the bulk of the world’s trading nations. The goal is to help producers of goods and services, exporters, and importers conduct their business, while allowing governments to meet social and environmental objectives.

The WTO began life on 1 January 1995, but its trading system is half a century older. Since 1948, the General Agreement on Tariffs and Trade (GATT) had provided the rules for the system. (The second WTO ministerial meeting, held in Geneva in May 1998, included a celebration of the 50th anniversary of the system.) Whereas GATT had mainly dealt with trade in goods, the WTO and its agreements now cover trade in services, and in traded inventions, creations and designs (intellectual property).

A Brief History from GATT to WTO

From Geneva to Havana (1948) to Annecy (France), Torquay (UK), Tokyo (Japan), Punta del Este (Uruguay), Montreal (Canada), Brussels (Belgium) and finally to Marrakesh (Morocco) in 1994 when the GATT was signed. GATT helped establish a strong and prosperous multilateral trading system that became more and more liberal through rounds of trade negotiations. But by the 1980s the system needed a thorough overhaul. This led to the Uruguay Round, and ultimately to the WTO. 

This first round of negotiations resulted in 45,000 tariff concessions affecting $10 billion of trade, about one fifth of the world’s total. The original 23 also agreed that they should accept some of the trade rules of the draft ITO Charter that was then proposed as the multilateral trade body, which refused to take off. Although the ITO Charter was finally agreed at a UN Conference on Trade and Employment in Havana in March 1948, ratification in some national legislatures proved impossible and after the US Congress opposed it, it was effectively dead. Thus even though it was provisional, the GATT remained the only multilateral instrument governing international trade from 1948 until the WTO was established in 1995. For almost 50 years the GATT’s basic legal principles remained much as they were in 1948. Efforts to further reduce tariffs continued through ‘trade rounds’. They are tabulated below:

	Year
	Place/name
	Subjects covered
	Countries

	1947
	Geneva
	Tariffs
	23

	1949
	Annecy
	Tariffs
	13

	1951
	Torquay
	Tariffs
	38

	1956
	Geneva
	Tariffs
	26

	1960-1961
	Geneva
(Dillon Round)
	Tariffs
	26

	1964-1967
	Geneva
(Kennedy Round)
	Tariffs and anti-dumping measures
	62

	1973-1979
	Geneva
(Tokyo Round)
	Tariffs, non-tariff measures, “framework”
agreements
	102

	1986-1994
	Geneva
(Uruguay Round)
	Tariffs, non-tariff measures, rules, services, intellectual property, dispute settlement, textiles, agriculture, creation of WTO, etc
	123


GATT was provisional, but its success over 47 years in promoting and securing the liberalization of much of world trade is incontestable. The early years saw growth at 8%. The rush of new members during the Uruguay Round demonstrated that the multilateral trading system was recognized as the basis for development and an instrument of trade reform. But problems arose as time passed. GATT’s success in reducing tariffs to such a low level, combined with a series of economic recessions in the 1970s and early 1980s, drove governments to devise other forms of protection for sectors facing increased foreign competition. High rates of unemployment and constant factory closures led governments in Western Europe and North America to seek bilateral market-sharing arrangements with competitors. These undermined GATT’s credibility. By the 1980’s, world trade was far more complex and not as defined in the 1940’s. Services trade had expanded. In agriculture and in clothing and textile, loopholes in the GATT were exploited. With the Uruguay round, talks started in Services and Intellectual Property. It took until 15 December 1993 for every issue to be finally resolved and for negotiations on market access for goods and services to be concluded. On 15 April 1994, the deal was signed by ministers from most of the 123 participating governments at a meeting in Marrakesh, Morocco. The Marrakesh agreement did already include commitments to reopen negotiations on agriculture and services at the turn of the century. These began in early 2000 and were incorporated into the Doha Development Agenda in late 2001.

The WTO replaced GATT as an international organization, but the General Agreement still exists as the WTO’s umbrella treaty for trade in goods only updated in the Uruguay round. Its Member states today cover 92 of the world's population and 95 per cent of world trade. It is within a hair's breadth of becoming a truly universal organization.

Some of the principles of the foundation of the WTO are:

1. Most-favoured-nation (MFN): Under the WTO agreements, countries cannot normally discriminate between their trading partners. If one is granted a special favor such as a lower customs duty rate for one of their products then the same has to be done for all the other WTO members. Some exceptions are allowed. For example, countries can set up a FTA or they can give developing countries special access to their markets. Or a country can raise barriers against products that are felt to be unfairly traded from specific countries. And in services, countries are allowed, in limited circumstances, to discriminate but only under very strict conditions.

2. National treatment: Imported and locally produced goods, services, copyrights, patents and trademarks should be treated equally after the foreign goods have entered the market. Thus charging customs duty on an import is not a violation of national treatment even if locally produced products are not charged an equivalent tax.

3. Reciprocity: This means a country should reciprocate the lowering of Tariff against it by another country.

4. Transparency: The WTO urges the Quantification of all barriers in terms of adjustable tariffs, and not use non-tariff barriers as the former is more transparent and can be adjusted as required.

5. Dispute Settlement: GATT members are expected to use its dispute settlement mechanism however there is no enforcement in case of refusal.

Regional Trading Agreement’s

By definition, RTA’s are agreements whereby members accord preferential treatment to one another in respect to trade barriers. They go against the principle of MFN (GATT Article I) but (Article XXIV) allows RTA’s subject to: 1) Trade barriers must not be raised higher than they were before integration; 2) Trade barriers are to be abolished for substantially all trade; 3) Regional integration must be completed within a reasonable length of time. RTA’s vary in terms of the level of integration amongst participating nation-states, and so can be described by a number of different categories.

DIFFERENT TYPES OF REGIONAL TRADE AGREEMENTS

At the most basic level, Preferential Trading Agreements (PTAs) lower trade barriers among members. Such preferential trade is usually limited to a portion of actual trade flows, and is often non-reciprocal. While some PTAs are in origin a political expression of desired closer economic relations, they can act as a catalyst to eventual free trade amongst participants. PTAs are also employed to help developing nations gain access to a larger export market, and therefore greater economic development. An example of such an agreement is the Papua New Guinea – Australia Trade and Commercial Relations Agreement (PATCRA II) that has been in effect since 1977. A Free Trade Agreement/Area (FTA) is a reciprocal arrangement whereby trade barriers (usually tariffs) between participating nations are abolished. However, each member determines its’ own external trade barrier against non-FTA members independently. Most commonly, barriers to trade are reduced over time and in most cases, not all trade is completely free of national barriers. A prominent example of a FTA is the North American Free Trade Agreement (NAFTA).

The next level of economic integration is the Customs Union. In a Customs Union, all participating nations adopt a common external trade policy (e.g. common external tariff regime or CET). The Common Market of the Southern Cone - Mercosur – represents such an arrangement. Common Markets and Economic Unions such as the European Union adopt further integration measures to facilitate the free movement of labor and capital, as well as the harmonization of independent national policies.

The Trend towards Regionalism and the Role of RTA’s

By July 2003, only three WTO members — Macao China, Mongolia and Chinese Taipei — were not party to a regional trade agreement. The surge in these agreements has grown exponentially since the early 1990s. By May 2003, over 265 had been notified to the WTO. Of these, 138 were notified after the WTO was created in January 1995. Over 190 are currently in force; another 60 are operational although not yet notified. Considering the number of agreements planned or under negotiation, the total number of regional trade agreements in force might well approach 300 by 2005. The Regional Trade Agreements Committee is keeping an eye on developments. Although it looks contradictory, but often regional trade agreements can actually support the WTO’s multilateral trading system.

1. Regional agreements have set precedent agreements between regional countries, which have been later incorporated into the WTO such as services, intellectual property, environmental standards, investment & competition policies.

2. Regionalism is the only path available for many developing countries to integrate into the world economy. Initially competition should be between neighboring states that understand the needs of weaker states.

3. Inadequate national capacity to produce and sell on world markets was the real reason for the increasing importance of regionalism.

4. Higher level of cooperation would enable countries in the region to cope with development problems and with a complex business environment.

5. The restructuring of productive sectors would be more feasible on a regional than on a national basis.

6. Regional forums could enhance dialogue and coordination on macroeconomic policy by working with market forces to promote regional trade and investment liberalization.

7. Contractual trade relations between neighboring countries, strengthened political ties and exchanges between civil societies could all bolster the multilateral process and reinforce political stability.

8. They secure markets and provide export opportunities for local companies.

9. Economies of scale lead to efficient production.

10. Overall Economic Growth due to increased competition.

Drawbacks however include that they could impede or divert, rather than promote trade and the heavy administrative burdens of membership in several regional forums and the potential for malpractice and corruption. There are four prominent reasons because of which this trend toward regionalism started. They are (after the World War II): -

a. The Influence of European Integration vis-à-vis conversion of the EEC to the current Economic Union originally so to prevent military conflicts.

b. The reversal of the American Position to Multilateralism.

c. The Canadians reversing their stand and willing to have a RTA with USA.

d. The shift in thinking of the Developing nations from the Import substitution model to Market Liberalization model possibly because of the fall of Communism and precedent observed success in East Asia.

The effects on trade are often divided into static and dynamic effects. Static effects include: The trade creation effect—the effect whereby lifting the trade barriers between them creates trade; The trade diversion effect—after the establishment of an FTA, imports are diverted away from more efficient nonmembers towards members that may be less efficient; and The terms of trade effect—the terms of trade of members are improved due to their increased influence over nonmembers as a result of the greater volume of trade between member nations.

Dynamic effects include: The market expansion effect—the achievement of economies of scale and the ability to choose the best locations for production and distribution as trade barriers are removed and markets expand; and The competition enhancement effect—the facilitation of efficient production because companies with oligopolies in the region are made more competitive by market integration.

Ultimately the verdict on the credibility of Regionalization depends on whether it contributes towards Liberalization or otherwise, but statistics seem to support the latter.

Observed Trends in RTA’s

1. They are getting bigger or expanding within themselves.

2. They have diverse members in terms of Economic Development & Systems.

3. Increasing Depth or Higher Levels of Integration.

4. Increase in Agreements between Geographically Distant countries.

5. Growing Interaction between different RTA’s

6. Willingness of even originally reluctant nations to enter into RTA’s

7. Trend towards Informal Regional Frameworks

The Argument against the WTO

All the above-discussed roles can also be achieved through Multilaterism under the WTO but some prominent strength’s of RTA’s include viz., a) Since RTA’s can work, reach consensus and execute decisions because of smaller number of members and less voluminous issues to discuss; b) Growing Group of protestors are opposing the WTO; c) Nations can further their political and economic interests in the region.

Prominent RTA’s

1. European Union (EU)

The European Union--previously known as the European Community--is an institutional framework for the construction of a united Europe. It was created after World War II to unite the nations of Europe economically & politically so another war among them would be unthinkable. Fifteen countries are members of the European Union, and some 370 million people share the common institutions and policies that have brought an unprecedented era of peace and prosperity to Western Europe. 

The process of European Integration started in 1950, when the French Foreign Minister Robert Schuman proposed integrating the coal and steel industries of Western Europe. As a result, in 1951, the European Coal & Steel Community (ECSC) was set up, with six members: Belgium, West Germany, Luxembourg, France, Italy and the Netherlands. The main aim of ECSC was to jointly promote economic expansion, growth of employment and a rising standard of living in member states, by acting in unison in the area of coal and steel.

The ECSC was such a success that, within a few years, these same six countries decided to go further and integrate other sectors of their economies. In 1957 they signed the Treaties of Rome, creating the European Atomic Energy Community (EURATOM) and the European Economic Community (EEC). The member states set about removing trade barriers between them and made plans to form a "common market". 

In 1967, the institutions of the three European communities merged. It was from this date onwards that one Commission, one Council of Ministers and a European Parliament came into operation. 

In 1979 the members of the community created the European Monetary System (EMS), which attempted to limit the currency fluctuations and bring inflation down among the member countries. 

The Treaty of Maastricht (signed in 1992) introduced new forms of co-operation between member states’ governments - for example, on defence and in the area of "justice and home affairs". By adding this inter-governmental co-operation to the existing "Community" system, the Maastricht Treaty created the European Union (EU).

It took some time for the Member States to remove all the barriers to trade between them and to turn their "common market" into a genuine single market in which goods, services, people and capital could move freely. The Single Market was formally completed at the end of 1992.

In 1992, the EU decided to adopt economic and monetary union (EMU). This involved the introduction of a single European currency managed by a European Central Bank. The single currency - the euro - became reality on 1 January 2002, when euro notes and coins replaced national currencies in twelve of the 15 countries of the European Union.

Chronology in Brief

1952 Six countries - Belgium, France, the Federal Republic of Germany, Italy, Luxembourg and the Netherlands - create the ECSC 

1958 The Rome Treaties set up the EEC & the Euratom, extending the common market for coal and steel to all economic sectors in the member countries. 

1965 The Merger Treaty is signed in Brussels on April 8. It provides for a Single Commission and a Single Council of the then three European Communities. 

1967 The Merger Treaty enters into force on July 1. 

1973 The United Kingdom, Ireland, and Denmark join the EC. 

1979 The European Parliament is elected, for the first time and the European Monetary System (EMS) becomes operative. 

1981 Greece becomes the 10th member state. 

1985 The program to complete the Single Market by 1992 is launched. 

1986 Spain and Portugal become the 11th and 12th member states. 

1987 The Single European Act (SEA) introduces majority voting on Single    Market legislation and increases the power of the European Parliament. 

1989 The Madrid European Council launches the plan for achievement of Economic and Monetary Union (EMU). 

1991 The Treaty on European Union (Maastricht) is produced which EU leaders approve at the Maastricht European Council. 

1993 The Single Market enters into force on January 1. 

1994 The EU and the 7-member European Free Trade Association (EFTA) form the European Economic Area, a single market of 19 countries. 

1995  Austria, Finland and Sweden join the EU on January 1. Norway fails to ratify its accession treaty. 

1997 The Treaty of Amsterdam, resulting from the 1996 Intergovernmental Conference, is signed on October 2. 

1999 The Euro is introduced on January 1 electronically in 12 participating member states, with complete introduction to occur in 2002. The Amsterdam Treaty enters into force on May 1.

2001 The Treaty of Nice results from the 2000 Intergovernmental Conference. 

2002 The Euro is fully launched on January 1. The European Convention begins, as part of the debate on the future of Europe, to propose a new framework and structures for the European Union--geared to changes in the world situation, the needs of the citizens of Europe and the future development of the European Union. 

2003 The Treaty of Nice enters into force on February 1.

Member Countries

Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, Netherlands, Portugal, Spain, Sweden, United Kingdom of Great Britain and Northern Ireland. 

Ten countries have been invited to join the EU on 1/5/2004 namely:

Cyprus (Greek part), the Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovakia and Slovenia.

Objectives of EU

1. To promote economic and social progress, notably through the creation of a border-free area, through the promotion of economic and social cohesion, and through the establishment of economic and monetary union, including a single currency. 

2. To assert its identity on the international scene, in particular through a Common Foreign and Security Policy, including the development of a common defence policy. 

3. To put the European integration process back on a solid, democratic footing, in other words to bring it up to date and redefine it, with the involvement of citizens.

Governing Body: 

Five institutions run the EU, each playing a specific role: 

European Parliament: is elected by the people of the Member States. Its principal roles are as follows.

1. To examine and adopt European legislation. Under the co-decision procedure, Parliament shares this power equally with the Council of Ministers. 

2. To approve the EU budget. 

3. To exercise democratic control over the other EU institutions, possibly by setting up committees of inquiry. 

4. To assent to important international agreements such as the accession of new EU Member States and trade or association agreements between the EU and other countries.

Council of the Union: is composed of the governments of the Member States. It acts on proposals from the Commission and is the Union's primary decision-making body. The Council's role is to define political objectives, coordinate national policies and resolve differences between its members or with other institutions.  

European Commission: The Commission is responsible for safeguarding the EU Treaties and for initiating and proposing community legislation and policy, as well as overseeing the implementation of such legislation. In addition, the Commission acts as the guardian of European Community law and can refer cases to the European Union's Court of Justice. The Commission is in effect the manager and executive authority of European Union policies and international trade relations. It is the Union's executive body and consists of 20 Commissioners nominated by the Member States and appointed for a period of five years. 

Court of Justice: It is the final arbiter on Community law. Its judgments are binding on the Commission, on national governments, and on firms and individuals. It thus provides the judicial safeguards necessary to ensure that the law is observed in the interpretation and implementation of the Treaties and in EU activities as a whole.

Court of Auditors: Its job is to oversee the financial aspects of the Community, to ensure that money is not misspent and to highlight cases of fraud. It works for the sound and lawful management of the EU budget.

Five further bodies are part of the institutional system:

1. European Economic and Social Committee (expresses the opinions of organised civil society on economic and social issues); 

2. Committee of the Regions (expresses the opinions of regional and local authorities on regional policy, environment, and education); 

3. European Ombudsman (deals with complaints from citizens concerning maladministration by an EU institution or body); 

4. European Investment Bank (contributes to EU objectives by financing public and private long-term investments); 

5. European Central Bank (responsible for monetary policy and foreign exchange operations).

EU and US: European integration was launched after World War II with the active support of the US, and the Atlantic partnership has remained firm ever since. The United States and Europe are economically interdependent. Some 40 percent of US investment abroad goes to the EU, as does some 20 percent of US exports, making the EU one of the top two markets for the US. The EU-15 is the source of some 50 percent of foreign investment in the US. Up to 3 million highly paid jobs in the US are due to EU investment. A permanent dialogue is carried on between the EU and the US on matters of mutual concern through regular consultations at the highest official levels. 

EU Relations with other countries: As one of the world's largest trading powers, and as a leading economic partner for most countries, the EU is a major player on the world scene. More than 130 countries maintain diplomatic relations with the EU, and the EU has over 100 delegations around the world. The EU enjoys a close relationship with the countries of Central and Eastern Europe. The EU is spending almost $9 billion over five years to help prepare nine CEECs to prepare for EU membership. The EU is also strengthening its links with the Mediterranean countries, which will receive some $6 billion in EU assistance over the next five years. The EU maintains special trade and aid relationships with many developing countries. Under the Cotonou (formerly Lomé) Convention, virtually all products originating from 77 ACP (African, Caribbean and Pacific) countries enjoy tariff-free access to the EU single market, as well as a stable export earnings program (STABEX) and considerable financial aid. The EU is the largest donor of the humanitarian aid to the victims of the conflict in former Yugoslavia and has played an active role in the mediation effort. 

The Future for Europe: Enlargement of the Union to 25 member states has already gone ahead. The period 2007 to 2015 should see further enlargements of the European Union. The EU’s foundational agreement is a pact between sovereign nations that have resolved to share a common destiny and to pool an increasing share of their sovereignty. It concerns the things that European peoples care most deeply about: peace, security, participatory democracy, justice and solidarity. The EU institutions have proved their worth, but they must be adapted to cope with the growing number of tasks to be carried out by a growing Union. The more member states the EU has, the greater become the centrifugal forces that threaten to tear it apart. Short-term views of national interests can all too easily derail the long-term priorities of the Union as a whole. Insisting on unanimous agreement would simply lead to paralysis. The only kind of system that will work is a political and legal system based on majority voting, and with checks and balances built in.

The enlarged European Union is part of a rapidly and radically changing world that needs to find new stability. Europe is affected by upheavals on other continents – whether it be the resurgence of religious fervour in the Islamic world, disease and famine in Africa, unilateralist tendencies in North America, economic crises in Latin America, the population explosion in Asia or the global relocation of industries and jobs. Europe must not only concentrate on its own development but also be fully involved in globalisation. While it can be proud of its achievements in trade policy, the European Union still has a long way to go before it can claim to be speaking with one voice or to be a credible actor on the stage of world politics.

2. North American Free Trade Agreement (NAFTA)

NAFTA came into effect on January 1, 1994.The member countries of NAFTA are Canada, Mexico and USA .It was the first ever agreement linking a developing country in free trade with industrially advanced nations .The aim of NAFTA is to eliminate all tariffs on products among the three member countries and end all barriers to services and investment capital within North America within fifteen years after its creation .The other important goals are to create more jobs and increase intra-trade among the member nations. According to some estimates, NAFTA would result in the creation of net 600000jobs in Mexico and 130000 in US. NAFTA will help the American companies to benefit immensely by shifting production to Mexico where labor is cheap as compared to US. It is pointed out that what NAFTA will achieve its free movement of capital to Mexico –a superior alternative from the US point of view when compared to free movement of Mexican labor to the US.

The main objectives of NAFTA were as follows:

1. Substantial tariff reductions over a period of 15 years. For instance in agriculture, the countries will eliminate 57% of their tariff immediately, 94%after 10 years in automobiles US will eliminate tariff’s immediately on automobiles assembled in Mexico, and phase our tariffs on light trucks; Mexico will reduce tariff on US build cars and trucks immediately from 20% to 10% and phase out the rest to the next few years.

2. More access to financial services NAFTA will dismantle Mexico’s ban on US banks and brokerage services. Over the time US banks will be allowed up to 25% of the Mexican market, and brokerages up to 30%of the Mexican market.

3. Protection for investment .No investment can be expropriated without full compensation.

4. Lowering barriers to movement of goods, specially trucking traffic will be able to move easier across the borders.

5. The creation of special office (based in Canada) to investigate environmental abuses, and one based in US to investigate labor abuses both offices can impose fines or recommend trade sanctions for the countries or industries that fail to enforce their own law.

6. The creation of a special fund for worker retraining and financial support in industries adversely affected by passage of NAFTA.

7. The creation of north American development bank with capital up to $4 billion to assist in environmental cleanups and to provide trade adjustment assistance to communities adversely affected by NAFTA 

8. The creation of US –Mexico border environmental commission that could spend up to $8 billion to address air and water pollution, and cleanup toxic waste dump. 

In its first five years, NAFTA has shown it works for America. America's economy has boomed. It has experienced its longest peacetime expansion.

Real GDP grew 4.2 percent in 1999, matching the strong growth of 4.3% in 1998. Unemployment is down from 7.4% in 1993 to 4.1 in1999 -- among the lowest level in thirty years, with 22.1 million more Americans on the job today than in January 1993. Real wages are rising across all income groups, aided by low consumer prices, which rose only 2.2 % in 1999. Real business fixed investment, as a % of GDP, is at its highest level since the 1950s — 13.7% of real GDP. U.S. ranked world's most competitive major economy for past six years by World Economic Forum & Worlds Most Competitive Country for past seven years by the International Institute for Management Development. NAFTA generates higher paying, better jobs. During NAFTA's first six years, U.S. goods exports to our NAFTA partners (Mexico and Canada) rose $111 billion or 78 percent (to $253 billion), including $66 billion in export growth to Canada and $45 billion in export growth (a 114 percent increase) to Mexico. Thus, jobs supported by U.S. goods exports to Canada and Mexico total an estimated 2.7 million in 1999, 34 percent (685,000 new jobs) more than in 1993. Goods export-related jobs pay an average of 16% more than non-export related jobs.

In 1993, Mexico's average tariffs on U.S. goods were more than twice as high as our tariffs on Mexican goods. Under the NAFTA, Mexico's average tariff on U.S. exports has fallen below 2 percent, and two-thirds of U.S. exports now enter Mexico duty-free. With respect to Canada, today nearly all of the $364.5 billion in goods traded between our two countries enter duty-free. NAFTA has kept the Mexican market open. In 1995, the NAFTA prevented Mexico from closing its market during a severe economic downturn. In an earlier crisis in 1981-82, Mexico imposed 100 percent duties and strict licensing requirements on American products. US exports fell 50%, taking seven years to recover, and U.S. jobs supported by exports to Mexico were cut from 431,000 to 201,000. In 1995, by contrast, Mexico continued to reduce tariffs in line with NAFTA obligations; its economy stabilized; and U.S. exports fell only 9 percent and recovered in less than eighteen months. NAFTA has helped us weather the global financial crisis. U.S. exports to NAFTA countries rose 17 percent in 1997; nearly double our total rate of export growth; and 5 percent in 1998 ($12 billion), when U.S. exports to Pacific Rim countries were 14 percent ($26 billion) lower. This has helped us protect tens of thousands of American jobs.

Wages are up for production and non-supervisory workers: from 1993 to 1999, real hourly earnings rose 6.4 percent, and real weekly earnings 6.4 percent. U.S. exports of manufacturing to NAFTA up 81% between 1993 and 1999. Supporting Prosperity in Rural America. From 1993 through 1998, agricultural exports to Mexico have grown from $3.6 billion to $6.2 billion. Agricultural sales to Canada rose from $5.3 billion to over $7 billion in 1998. As U.S. agricultural exports to Asia fell in 1998 due to the financial crisis, the relative importance of NAFTA markets for American farm and ranch families grew dramatically.
3. Andean Community

Members: The Andean Community is a sub regional organization endowed with an international legal status, which is made up of Bolivia, Colombia, Ecuador, Peru and Venezuela and the bodies and the AIS. Located in South America, its GDP in 2002 amounted to 260 billion dollars. The Andean Integration System (AIS) is the series of bodies and institutions that work closely in pursuing the same objectives: to intensify Andean sub regional integration, promote its external projection, and reinforce the actions connected with the process.

It is made up of the following bodies and institutions:

The Andean Presidential Council: is the highest-level body of the Andean Integration System and is made up of the Heads of State of the Member Countries of the Cartagena Agreement. It issues Guidelines on the different spheres of Andean sub regional integration, which are carried out by the System bodies and institutions determined by the Council, in keeping with the responsibilities and mechanisms established in their respective Treaties or establishing Agreements.

The Andean Council of Foreign Ministers: is comprised of the Ministers of Foreign Affairs of the Member Countries of the Cartagena Agreement.
The Andean Community Commission: shall be comprised of a diplomat from each Member Country’s government.

The Andean Community General Secretariat: is the executive body of the Andean Community and it acts solely in accordance with the interests of the Sub region. The General Secretariat shall give technical support, when appropriate, to the other bodies and institutions of the Andean Integration System.
The Andean Community Court of Justice: is the judicial authority of the Andean Community based at Quito, Ecuador.

The Andean Parliament: is the System’s deliberating body. It is made up of representatives chosen by direct voting, according to Additional Protocol procedure and includes adequate criteria for national representation. 

The Business Advisory Council and The Labor Advisory Council: is the consultative institution of the Andean Integration System. They are comprised of high-level delegates, who shall be directly elected by the representative organizations in the business and labor sectors of each of the Member Countries. It allows for effective coordination among its component bodies and institutions, in order to deepen Andean sub regional integration, promote its external influence and consolidate and strengthen actions related to the integration process. 

Objectives:

1. To promote the balanced and harmonious development of the member countries under equitable conditions.

2. To boost their growth through integration and economic and social cooperation.

3. To enhance participation in the regional integration process with a view to the progressive formation of a Latin American common market and o strive for a steady improvement in the standard of living of their inhabitants.
History: The early beginnings of the Andean Community date back to 1969, when a group of South American countries signed the Cartagena Agreement, also known as the Andean Pact, for the purpose of establishing a customs union within a period of ten years.
Over the next three decades, Andean integration passed through a series of different stages. A basically closed conception of inward-looking integration based on the import substitution model gradually gave way to a scheme of open regionalism. The direct intervention of the Presidents in the leadership of the process within the new model spurred integration and made it possible to attain the main objectives set by the Cartagena Agreement, such as the liberalization of trade in goods in the sub region, the adoption of a common external tariff, and the harmonization of foreign trade instruments and policies and economic policy, among others.
The progress of integration and the emergence of new challenges stemming from global economic change brought to the fore the need for both institutional and policy reforms in the Cartagena Agreement. These were accomplished through the Protocols of Trujillo and Sucre, respectively.

Institutional Reforms: The institutional reforms gave the process political direction and created the Andean Community and the Andean Integration System. The policy reforms, for their part, extended the scope of integration beyond the purely trade and economic areas.
The Andean Community started operating on August 1, 1997 with a General Secretariat, whose headquarters are in Lima (Peru), as its executive body. The Council of Presidents and the Council of Foreign Ministers were formally established as new policy-making and leadership bodies. The Andean Community General Secretariat shall act as the Secretariat for the Meeting. The Andean Community shall have a common system for the treatment of foreign capital and on trademarks, patents, licenses, and royalties, among other things. The Member Countries bind themselves to promote a joint industrial development process in order to attain the following objectives, among others; Expansion, specialization, diversification, and promotion of industrial activity, Profitable use of economies of scale, Optimum utilization of the resources available in the area, particularly by industrializing the natural resources, Improvement in productivity, Equitable distribution of benefits and closer relations.

Future Plans: It is proposed to become a single Customs Union. Free trade in services, which is expected to materialize before 2005. This would extend the market for professionals (physicians, engineers, etc.), consulting firms, tourist, transportation, and communications enterprises among others. Liberalization of the capital market is aimed at upholding the free circulation of goods, services, and people. This will mean deregulating investment operations, the movement of people’s capital, access to commercial credit, transfers deriving from insurance policies, the purchase of securities on the stock markets of the Member Countries, short-term financial loans, and the opening of checking accounts, for example. The establishment of the Common Market will mean that they will be able to move around freely within the Member Countries for residence, work, study, and investment or as pensioners. This will call for a large measure of coordination and cooperation in the areas of education, social security, pensions, and working conditions, among others.
Conclusion

Many believe that multilateral free trade under the WTO is the best way to achieve economic growth through the expansion of global trade. Thus, the question of whether RTA’s help or hinder the liberalization of multilateral trade under the WTO is very important, but one on which a conclusion has yet to be reached. Based on the experience from before the world war, it suggests that RTA’s form exclusive trade regimes, complicate the global trade system and hinder trade. Another school of thought also says that trade policy makers will be engaged in RTA’s and thus hinder the WTO. On the other hand, there is the view that RTA’s promote liberalization as discussed earlier. Under the current circumstances, in which WTO efforts at multilateral trade liberalization are proving more and more difficult, many observers now believe that it would be difficult to achieve worldwide trade liberalization if it were not supplemented by RTA’s. Furthermore, some believe that multilateral trade liberalization talks will be accelerated because RTA’s will reinforce the importance of trade liberalization. Now if RTA’s do so, then important questions like allowing non-members into the RTA and guidelines for doing so must be clarified immediately. The second challenge is to maintain the momentum of talks under the WTO. All countries should realize that global trade through Multilaterism benefits all countries and keeping this in mind, the concerns of each country must be coordinated accordingly.
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