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Abstract 

Departing from the case of textile and clothing trade dispute between the EU 
and China in 2005, it has been noticed that the EU’s policy in textile trade to a large 
extent has been situated in a position of dilemma. On the one hand, the growing 
global impetus of liberalization in the sector forces the EU to open up its market to 
cheap textile imports from the developing countries; on the other hand, the fierce 
protectionist pressures come from the domestic producers and slow down the paces 
towards liberalization, or sometimes even take setback towards more conservative 
performances. By placing this case in a broader context, the EU’s external trade 
policy is confronted with the similar dilemma, swaying between the trade 
liberalization and trade protection. Consequently, does the EU emerge in the current 
multilateral trading system of the WTO as a force for trade liberalization or a force for 
trade protectionism? 

Bearing this question in mind, the general climate of global trade under the 
GATT/WTO and the EU’s external trade policy will firstly be examined. Then, the 
EU’s trade protectionism is about to be explained by strategic trade theory, the high 
political content of the EU’s external trade policy and the fragmentation in the EU’s 
policy networks; while the EU’s inclination towards trade liberalization will be 
explained by the implications from the conventional trade theory and new 
institutionalism, and as well as the impacts from the general climate of global trade. 

The results shows that the EU’s external trade policy under the global trade 
liberalization is a mixture, neither pure liberalization nor pure protectionism. With 
regard to the trade issues concerning to the vital interests, the Union without 
exception inclines to conservative protectionism; whereas concerning the issues of 
less importance, compromises and concessions always lead the outcomes of the policy 
to the inspiring liberalization. 

 

 

Key words: European Union, World Trade Organization, External Trade Policy, 
Trade protectionism, Trade liberalization. 
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Chapter I: Introduction 
1.1 Background and Defining the Problem 

The year of 2005 was a significant milestone of liberalization in the world 
textile and clothing trade. After more than forty years of import quotas, on 1st January, 
2005 the textile and clothing sectors was integrated into the general rules of the 
General Agreement on Tariffs and Trade (GATT) and all the import quotas were fully 
eliminated.1 This implies that there are no quota restrictions anymore for the textile 
and clothing exports from developing countries to enter the markets of developed 
countries. This is really an exciting change and brings an inspiring longing for further 
liberalization of world trade. 

However, the reality brought actually more disappointment than excitement in 
the year of 2005. In the early months of the year, the rapidly growing pressures came 
from the EU’s internal textile and clothing producers, warning that the sudden 
tremendous increase of China’s textile and clothing exports to the EU would lead to 
severe unemployment in the industry. To solve the problem, an agreement was drawn 
up between the EU and China (Memorandum of Understanding - MoU) in June 20052, 
aiming at limiting specific categories of Chinese textile and clothing exports to the EU 
through the protectionist measure of quotas.3 Unfortunately, this was not the ultimate 
settlement of the trade dispute. The subsequent developments of the issue exposed 
more problems inside the EU and its external trade policy. The import quotas that the 
EU issued to member states for 2005 were used up quickly and large quantities of 
Chinese textile products were blocked in the EU’s harbors from entering the EU 
market. This crisis led directly to the rapidly rising protests from the retailers inside 
the EU, even some sharp criticism was heard from the trade ministers of some 
member states. Under such unexpected pressures, the EU was obliged to take further 
steps to cope with the problem in September, 2005. It promised to provide legal 
grounds for member states to issue sufficient import licenses to Chinese exports, 
through borrowing quotas from the next years or from those categories that didn’t 
exceed their import quotas yet. 

Of course, the objective of this study is not restricted to the case of the 
EU-China textile and clothing trade dispute.4 The aim of brief reviewing of the trade 
dispute here in the introduction part is to start from a concrete case, and then to 
                                                        
1 Nordås, Hildegunn K (2004). “The Global Textile and Clothing Industry post the Agreement on Textiles and 
Clothing”. Geneva: World Trade Organization. 
http://www.wto.org/english/res_e/booksp_e/discussion_papers5_e.pdf Accessed on 2007-03-23. 
2 According to the rules of the WTO, when China became a member of the WTO in 2001, it was allowed 
importing countries to impose short-term “safeguards” on Chinese goods until 2013 if they could show those 
goods to be causing “material injury” to domestic producers. This is the reason why the EU could continue to 
impose import quotas on Chinese textile products after 1st January 2005. (This remark is cited from the Economist: 
“Europe’s textile war with China—and itself”, September 1st, 2005.) 
3 European Commission (2006). “Trade in Textile”.  
http://ec.europa.eu/trade/issues/sectoral/industry/textile/trade_text_en.htm Accessed on 2007-03-23. 
4 We are about to come to the more elaborate elucidation of the textile and clothing trade case in Chapter V, and to 
use the case to provide analyses on the EU’s trade protectionism.  
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introduce some more general observations. In other words, the case here is just used 
as a breakthrough point that helps us to understand what the situation is in a more 
general context of the EU’s external trade policy.  

Actually, the case of textile and clothing trade dispute reveals such a general 
question in front of us: is the Union a force for global free trade or a force for trade 
protectionism? This is really controversial question and has attracted the broad 
attentions of scholars both for international trade and policy-making.  

Let us start our brief overview from the role of the European Commission (EC) 
in the EU’s external trade policy. Over the years the EC has established itself as the 
sole negotiator on behalf of the EU on trade issues.5 Therefore, exactly as what the 
case has implied, much of the impetus for establishing a collective trade policy of the 
EU has come from a succession of multilateral trading negotiation rounds under the 
auspices of the GATT and its successor World Trade Organization (WTO)6. Since 
these negotiation rounds themselves are always characterized as the powerful 
momentum for global trade liberalization, the trade blocs that get deeply involved in 
the rounds have been, voluntarily or by force, integrated into a more liberal 
environment of global trade. Just as how Uruguay Round has pushed the world textile 
and clothing trade into a more liberal arena, constant global pressures of liberalization 
do have made the EU to open up its market step by step, and to take a further step to 
gradually incorporate more liberal elements into its external trade policy. 

However, the EC’s sole rights to negotiation are not unconstrained, but always 
within the limits of Council’s “mandates”7 and as well operating under the watchful 
eyes of the member states8. Just as what the case reveals, so long as the Union 
progresses slightly towards the global free trade, it will be confronted with the more 
or less protectionist pressures from the internal. Member states want their national 
interests to be fully protected; the industries that are always vulnerable by 
international competitions oppose every progressive step of phasing out protectionist 
measures. Indeed, in most cases, the EC, with the aim of maintaining the solidarity 
inside the Union, yields to such high domestic protectionist sentiments, and slows 
down the paces towards further liberalization, or sometime even worse, takes setback 
towards more conservative performances in the international scene of trade. 

Is the EU, as one of the world’s most leading trading entities, a force for global 
free trade or a force for trade protectionism? With the coexistence of the increasing 
external impetus for freer trade and the internal long-standing protectionism, the EU is 
standing on the crossroad and confronted with two different directions: a road leads to 
further liberalization and a road results in more protection. Which road is the EU 

                                                        
5 Peterson, John & Elizabeth Bomberg (1999). Decision-Making in the European Union. NY: Macmillan Press 
Ltd. pp. 91. 
6 Woolcock, Stephen (2000). “European Trade Policy: Global Pressures and Domestic Constraints”; in Wallace, 
Helen & William Wallace. Policy-Making in the European Union (4 ed.). NY: Oxford University Press. pp. 373. 
7 Peterson, John & Elizabeth Bomberg (1999). Decision-Making in the European Union. NY: Macmillan Press 
Ltd. pp. 91. 
8 Woolcock, Stephen (2000). “European Trade Policy: Global Pressures and Domestic Constraints”; in Wallace, 
Helen & William Wallace. Policy-Making in the European Union (4 ed.). NY: Oxford University Press. pp. 373. 
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taking? Bearing these questions in mind, we are about to look for the answers through 
the analyses of the EU’s external trade policy in this thesis. 

1.2 Aim and Research Questions 

The overall objective of this thesis is to gain a comprehensive understanding of 
the EU’s external trade policy, which is under the increasingly powerful external 
impetus of trade liberalization. In order to achieve this objective, our attention is, 
firstly, to be placed on the contemporary wave of global trade liberalization under the 
framework of the WTO. Secondly, we are about to shed some light on the EU’s 
external trade policy and analyze how it is functioning. Furthermore, since there are 
two different pressures, the liberalizing impetus and the internal protectionism, 
clashing with each other and consequently playing a decisive role in the EU’s 
policy-making process, hence, we are also about to shed some more light on how 
these two pressures place the influences on the EU’s external trade policy in order to 
make the study more specified. 

As what we have already mentioned, the main research question of this thesis 
focuses on whether the EU emerges in the contemporary multilateral trading system 
of the WTO as a force for further trade liberalization or a force for trade protectionism, 
namely, where is the EU going under the general climate of global trade liberalization; 
does it progress towards the free trade or slide into the trade protection? As regarding 
this main research question, a number of subdivided study questions will also be 
elucidated specifically in order to guide this thesis. They are including: 

i. What is the general outlook for the contemporary global trade? A tendency 
progressing towards free trade or a potential setback towards trade 
protection? 

ii. How is the EU’s external trade policy working? And what kind of role does 
its domestic trade protectionism play in the policy-making process? 

iii. What is the EU’s role in the multilateral trading system of the GATT/WTO? 
Is it the role in which the Union has been gradually evolving towards more 
liberalizing orientation, or the role in which it has just taken a defensive 
position?  

1.3 Delimitation 

With regard to the delimitations of this thesis, the first one concerns the period 
of time on which we will focus when we are about to analyze the WTO and the global 
trade in the second part of the thesis. The analyses will be mainly focused on the latest 
multilateral negotiation round of the WTO, namely the Doha Development Agenda 
(DDA) or shortly Doha Agenda. Nevertheless, this does not mean that previous 
negotiation rounds are ruled out in the analyses. The current achievements of global 
trade and trade liberalization are always gathered upon the success of previous ones. 
Thus, some brief elucidation will also be given to those previous negotiation rounds in 
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the thesis. 

The second delimitation refers to the analyses of the EU’s trade liberalizing 
inclination in its external trade policy. It is known that such progress derives from a 
succession of external and internal impetus, including the pushes from the general 
environment of global trade, from a series of institutional constructions inside the EU, 
from certain national governments favouring the free trade, from the civil society, 
from the NGOs, and of course from a large number of interest groups. In this thesis, 
the focus and analyses will be limited to the extraneous influences from the general 
environment of global trade, namely the current multilateral trading system of the 
WTO, and as well as contributions from the institutional constructions inside the EU. 
The neglect of the others does not mean that they are not important. Actually, without 
their contributions, the EU will not manage to forge today’s comparatively 
liberalizing external trade policy. 

1.4 Methodological Considerations 

1.4.1 Research Strategy: Qualitative Research 

To serve the purposes of this thesis, the qualitative research strategy is chosen 
to be employed. The qualitative research is one of the commonest strategies of social 
research (another common one is the quantitative research) and it especially plays a 
very important role in the political science. Contrary to quantitative research, the most 
straightforward feature of qualitative research can be construed in the way that 
qualitative research is “a research strategy that usually emphasizes words rather than 
quantification in the collection and analysis of data”.9 In other words, it is an 
approach to social research in which quantitative data are not collected or generated, 
whereas the non-numerical qualitative data are specially emphasized.  

As a research strategy, three other distinct features of qualitative research can 
be identified, namely inductive, interpretive and constructionist, however, it is 
apparently not necessary for us to subscribe to all three of these features.10 Actually, 
in this thesis, we selectively adopt some of them.  

Concerning the relationship between the theory and research, qualitative 
research predominantly emphasizes an inductive approach in which theory is 
generated out of the research.11 Since the thesis has no ambitions to generate any new 
theories, there is no need for us to adopt this feature.  

Secondly, according to the epistemological position, qualitative research is 
exactly interpretivist. The interpretivism holds the view that the subject matter of the 
social sciences – people and their institutions – is fundamentally different from that of 
the natural science, therefore, in contrast to the adoption of a natural scientific model 
and of positivism, the stress of qualitative research “is on the understanding of the 

                                                        
9 Bryman, Alan (2001). Social Research Methods. NY: Oxford University Press. pp. 20. 
10 ibid. pp. 264. 
11 ibid. pp. 20. 
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social world through an examination of the interpretation of that world by its 
participants”.12 Consequently, this thesis adopts interpretivism as its epistemological 
stance.  

Finally, with regard to the ontological orientation, the qualitative research is 
described as constructionist, which “implies that social properties are outcomes of the 
interactions between individuals, rather than phenomena ‘out there’ and separate from 
those involved in its construction”.13 As an ontological position, constructionism 
argues that social phenomena and their meanings are repeatedly accomplished by 
social actors, in contrast to objectivism in quantitative research which implies that 
social phenomena and their meanings have an existence that is independent of social 
factors.14 Accordingly, constructionism as the ontological position is about to be 
applied to this thesis. 

In sum, the reason why the qualitative research with an inductive method has 
been chosen for this thesis is because its starting point is an observation aiming at 
depicting a general situation and at the same time its research does not mainly base on 
the quantification in the collection and analysis of numerical data. 

1.4.2 Research Design: Case Study 

A research design provides a framework for the collection and analysis of data 
and it can be classified into several different types.15 In this thesis, we employ the 
case study design. Case study design is commonly utilized in the studies on a single 
community, organization, or event, and it provides the detailed analysis of the case. 
According to the thesis, the case of textile and clothing trade are about to be utilized 
to provide analyses on the EU’s trade protectionism in the Chapter V. More 
specifically, the reason why we choose the textile and clothing trade as our case study 
is because it places the EU in a position of dilemma. On the one hand, the sector has 
already embraced liberalization and has been integrated into the general rules of 
GATT; however, on the other hand, the EU confronted with fierce pressures from its 
domestic producers still sticks to the protectionist measures to restrict the Chinese 
textiles entering its market. Consequently, the case of trade in textile and clothing 
provide us a mirror to observe the politicization of the EU’s external trade policy and 
the fragmentation of its policy networks. These two elements directly lead to the EU’s 
protectionism in trade. 

1.4.3 Collection of Data 

When the research topic is decided, the next procedure is to collect the data. 
Most of the data for this thesis have been collected from the Linköping University’s 
library for printed books, articles and periodicals, and as well as from the internet for 
the online articles, periodicals and official resources.  
                                                        
12 Bryman, Alan (2001). Social Research Methods. NY: Oxford University Press. pp. 13 & 264. 
13 ibid. pp. 264. 
14 ibid. pp. 17-18. 
15 ibid. pp.29. 
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According to their relevance, the data that we have collected can also be 
classified into two groups. The first group is the primary sources, namely so-called 
“hard data”, corresponding to official documents mainly from the website of the EU 
and the WTO. The second group refers to the secondary resources, namely so-called 
“soft data”, corresponding to all the books, articles, and reports coming from different 
authors, associations and the NGOs. In this thesis, the use of the secondary sources is 
dominant, because they have provided with more details and elaborate analyses about 
the EU’s external trade policy. 

1.5 Theoretical and Empirical Literature 

1.5.1 Theoretical Literature 

This paper will describe and use four different theoretical approaches: 
conventional trade theory, strategic trade theory, new institutionalism, and policy 
network analysis. We will present their arguments in the Chapter II and use them as 
the analytical tools to understand the EU’s trade protectionism and its inclination 
towards trade liberalization in the Chapter V and Chapter VI. 

Conventional trade theory and strategic trade theory are two contending 
theories for international trade, which separately provide leading explanations to free 
trade and trade protectionism. With the principles of comparative advantage and 
factor endowments, conventional trade theory has been seen as the standard 
theoretical thinking to support the contemporary global free trade; whereas, strategic 
trade theory, essentially based on imperfect competition of global market and 
economic of scale, provides legitimate foundations for governmental interventions in 
the trade, namely the implementations of protectionist measures. To present the main 
arguments of these two theories, four books have been used. They are including 
“Global Political Economy: Understanding the International Economic Order” of 
Robert Gilpin, “Free Trade Versus Protectionism: A Source Book of Essays and 
Readings” of Johannes Overbeek, “International Political Economy: Perspectives on 
Global Power and Wealth” of Jeffry A. Frieden & David A. Lake, and “International 
Business Economics: A European Perspective” of Judith Piggott & Mark Cook.  

New institutionalism and policy network analysis aim at explaining the 
policy-making in the EU’s external trade policy. According to Peterson, the 
policy-making of the EU can be classified into three different types, namely the 
history-making, the policy-setting, and the policy-shaping. 16  Each type of 
policy-making is dominated by one optimum theory. New institutionalism is the best 
theory for the policy-setting type, while policy network analysis is the best one for the 
policy-shaping type. New institutionalism emphasizes the functions and influences of 
the institutions. Through a succession of institutional constructions and settings, the 
EU does have greatly strengthened and promoted its inclination towards trade 
liberalization, hence, we are about to use this theory to examine the EU’s free trade 
                                                        
16 Peterson, John & Elizabeth Bomberg (1999). Decision-Making in the European Union. London: Macmillan 
Press Ltd. pp. 9. 
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inclination in the Chapter VI. Policy network analysis stresses the interaction of the 
actors in the policy-making and simultaneously highlights the heterogeneous interests 
and preferences of the actors. Such distinction among the actors leads to the 
fragmentation of the EU’s policy networks and consequently fuels its trade 
protectionism. Therefore, the cause of the EU’s trade protectionism from the 
implications of fragmentation of policy networks will be analyzed in the Chapter V. 

To interpret the core arguments of new institutionalism and policy network 
analysis, we are about mainly rely on the John Peterson’s book “Decision-Making in 
the European Union” and Ben Rosamond’s “Theories of European Integration”. In 
addition, “New Institutionalism: Theory and Analysis” of Andre Lecours and 
“Institutional Theory in Political Science: the ‘New Institutionalism’” of Peters, B. 
Guy are also very helpful for the understanding of new institutionalism, while “Public 
Policy: An Introduction to the Theory and Practice of Policy Analysis” of Wayne 
Parsons is very helpful for the understanding of policy network analysis. 

1.5.2 Empirical Literature 

In the empirical part of this thesis, it deals with the global trade under the WTO 
and the external trade policy of the EU, and as well as the interactions with each other. 
For the part examining the WTO and global trade, official documents coming from 
the website of the WTO have been chosen as the main sources. The reason for using 
these official documents comes from our concerns about grasping the general 
tendency of the global trade. As the leading regime of the contemporary multilateral 
trading system, the WTO plays crucially important role in the global trade. The 
primary sources directly from its official website could provide us with a better, more 
comprehensive, and perhaps healthier understanding of the whole issue. 

For the part examining the EU’s external trade policy, the main sources come 
from two printed books, namely “Policy-Making in the European Union” of Helen 
Wallace & William Wallace and “Decision-Making in the European Union” of John 
Peterson & Elizabeth Bomberg. These two books are the monographs on the domain 
of the EU’s policy-making. In addition, writings from different scholars, reports from 
various research institutions, and as well as other information sources about the EU’s 
external trade policy have also been used in order to enrich the content of analyses. 
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Chapter II: Theoretical Framework 

International trade is a long-lasting theme for international political economy 
(IPE). It has also been an intense battle-field for the two contending international 
trade policies – free trade and trade protection. For centuries, every tiny development 
in trade theory has sufficiently accommodated far-reaching implications for trade 
policies, and consequently, has led to the changing points of view on the factors that 
deeply influence countries with their trade policy choosing. In this chapter, we are 
about, firstly, to examine the theoretical thinking on international trade, which is 
relevant to the core theme of this thesis. The chapter are about to begin with the 
conventional trade theory, which provides the theoretical basis to help us to 
understand the today’s global tendency towards free trade under the guidance of 
multilateral trading system of the WTO. After this, we are proceeding to survey the 
recent critical rethinking of trade theory – strategic trade theory, which provides the 
theoretical basis for the resurgence of trade protection worldwide. 

Since the EU’s external trade policy is the core subject matter of this thesis, 
therefore, some more theories will also be introduced in this chapter in order to 
elucidate the EU’s policy-making. As Peterson argues, the policy-making of the EU 
can be categorized into three different types, namely the history-making, the 
policy-setting, and the policy-shaping,17 and each type is dominated by one optimum 
theory, hence, new institutionalism will aim at explaining the policy-setting type, 
while policy network analysis will be utilized to explain the policy-shaping type.  

2.1 Conventional Trade Theory 

When we open up the textbooks of international political economy, it is easy to 
find out that most of the writers18 are attempting to persuade us that free trade policy 
is the best trade policy for a country. The advocates of free trade have made a quite 
long list of the benefits when the country chooses to implement the liberal doctrine of 
free trade. In the first place, they argue that free trade can promote the reasonable 
competitions between domestic and foreign producers in the markets, maximize the 
national efficiency in corresponding sectors, and thereby, undermine the 
anticompetitive and low-efficient practices. 19 Especially for domestic customers, the 
free trade lowers down the prices of commodities and remarkably increases the scope 
of the consumer choice. Secondly, conforming to the principle of comparative 
advantage, trade liberalists believe that free trade is the policy of reciprocity. Not only 
the national but also the global wealth and welfare will be enormously increased if 
free trade policy is implemented, through the way of enabling countries to specialize, 
                                                        
17 Peterson, John & Elizabeth Bomberg (1999). Decision-Making in the European Union. London: Macmillan 
Press Ltd. pp. 4-30. 
18 Two textbooks of international politic economy have contributed a lot to this master’s thesis. They are Robert 
Gilpin’s Global Political Economy: Understanding the International Economic Order (2001), Jeffry A. Frieden’s 
International Political Economy – Perspectives on Global Power and Wealth (2000). Without exception, all these 
prominent scholars in the realm of international political economy favor the liberal doctrine of free trade.  
19 Gilpin, Robert (2001). Global Political Economy: Understanding the International Economic Order. Princeton: 
Princeton University Press. pp.198. 
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to export those goods and services in which they have comparative advantage, and to 
import those from the international markets in which they lack the comparative 
advantage.20 Moreover, free trade encourages the international spread of technology 
and know-how around the globe by incorporating the developing countries into the 
increasingly connected global economy, and accordingly, provides the golden 
opportunity for the developing countries to catch up with those developed ones in 
national income, productivity and the spheres of high-technologies.21 

Speaking of the theoretical contributions to free trade, the most persuasive 
arguments derive from conventional trade policy, the core of which is 
Heckscher-Ohlin (H-O) theory that was developed initially by professors Eli 
Heckscher and Bertil Ohlin at Stockholm School of Economics.  

2.1.1 Conventional Trade Theory: the Core and the Extensions 

Conventional trade theory has been evolved from Ricardo’s comparative 
advantage theorem22, but much beyond it. As regarding the principle of comparative 
advantage, different relative prices of goods has been interpreted as the basis for 
international trade, but what leads to these differences in prices? To give an 
explanation to the question, comparative advantage focuses its attentions on the 
differences in factors of production, which are commonly recognized with three major 
components of land, labor and capital.23 However, this is not a satisfying explanation. 
Within the framework of comparative advantage, Eli Heckscher and Bertil Ohlin 
developed the trade theory with shifting their focus from foregoing differences in 
factors of production towards differences in factor endowments or factor proportions, 
and put forward the innovative Heckscher-Ohlin (or H-O) theory that has been 
accepted as the standard explanation of international trade.24  

Let us, firstly, take a look at the conclusions that can be made from H-O theory. 
First of all, at micro level, H-O theory not only accepts the existence of factors of 
production, but also takes a further step to figure out that different goods require 
different proportions of these various factors of production; in other words, when we 
examine the attribute of the different goods, the analysis has nothing to do with 
making sure how much exactly land or labor or capital is used. In stead, what we have 
to survey is the land:labor:capital ratio that is used in the process of production.25 Let 
us exemplify this argument with textile industry. In the clothes-making production, all 

                                                        
20 Gilpin, Robert (2001). Global Political Economy: Understanding the International Economic Order. Princeton: 
Princeton University Press. pp.198. 
21 ibid. 
22 Comparative advantage theorem was put forward by David Ricardo. It argues that on the account of the 
different ratio of the production costs for the goods, one country has the comparative advantage over the others. 
The comparative advantage that countries possess is the major impetus that allows them to specialize in producing 
certain goods, and then to achieve mutual gains through exchange between them, namely the trade.  
23 Ricardo, David. “On Foreign Trade”; in Crane, George T. & Abla Amawi (1997). The Theoretical Evolution of 
International Political Economy – A Reader. NY: Oxford University Press. pp. 72-82. 
24 Gilpin, Robert (2001). Global Political Economy: Understanding the International Economic Order. Princeton: 
Princeton University Press. pp.206. 
25 Piggott, Judith & Mark Cook (1993). International Business Economics: A European Perspective. London and 
New York: Longman. pp.43. 
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land, labor and capital resources are used, but with the factor proportion analysis, we 
can find out more labor resources are put into the production than the other two. 
Therefore, clothes-making production is defined to be more labor intensive. 

Taking a step to international trade level, H-O theory comes to a further 
conclusion that a country should specialize in those goods, and export those goods 
which intensively use the factor of production that it has in abundance.26 Different 
countries have the different endowment of factors of production. Some countries have 
a great deal of land, while some are likely to have a great deal of labor or capital. The 
extent of abundance in certain factor of production (no matter this abundance is in the 
factor of land, or labor, or capital) results in the relatively different factor costs. This 
further implies that a country with abundant factor of land can produce the 
land-intensive goods at relatively low costs, and therefore, will have a comparative 
advantage in land-intensive goods over the others. The same argument can be also 
made for labor-intensive and capital-intensive countries. Take China as an example. 
With plenty of labor, China is a labor-intensive country. Therefore, according to H-O 
theory, based on its comparative advantage in labor-intensive goods, China should 
specialize in and export more labor-intense goods, such as textiles. 

After analyzing the innovative conclusions of H-O theory, we return to survey 
several significant assumptions that the theory bases on. First of all, the assumption of 
specialization in the certain factor of production derives from the constant returns to 
scale.27 Returns to scale is an economic terminology which is used to examine the 
changes in output due to the same proportional increases in the input of factors of 
production. If the increase of input leads to the same proportional increase of output, 
then it constitutes the constant returns to scale. Applying to H-O theory, constant 
returns to scale facilitates the country to take advantage of its abundant factor of 
production and then to maximize the production scale of the goods to gain the 
maximum returns. Secondly, the production technologies and the factors of 
production should be universally available within the country.28 This means that the 
factors of production of labor and capital can be easily re-invested and re-employed to 
produce different goods. Take the industry of farming and fishing as an example. 
Under the assumption of universal availability of production technologies and factors 
of production, farmers can be converted to fishermen with the same efficiency as 
previous, and vice versa. However, what should be specially highlighted here is that 
even the labor and capital are assumed to be perfectly mobile within country 
according to H-O theory, but they are absolutely immobile between countries.29 In 
addition, another assumption of the theory is that goods are homogenous and there is 
no product differentiation.30 The only differences between goods are some goods are 
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Princeton University Press. pp.206. 
28 ibid. 
29 Piggott, Judith & Mark Cook (1993). International Business Economics: A European Perspective. London and 
New York: Longman. pp.44. 
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land-intensive, some are labor-intensive, and some are capital-intensive. 

Associated closely with H-O theory, some other trade theories are considered as 
a part of conventional trade theory. They are, first of all, Stopler-Samuelson theory, 
which suggests that, due to its specialization process in production, trade will provide 
gains to the owners of locally abundant factors of production but do harms to those 
owners of the scarce factors.31 Therefore, “although all countries will benefit from the 
trade in absolute terms, there will be important distributive consequences that will 
favor either capital or labor in trading countries”.32 Subsequently, there comes the 
Mundell equivalency, which is put forward by the prominent Canadian economist 
Robert Mundell. Taking a further step within the framework of H-O theory, Mundell 
argues that trade in factors of production, such as labor and capital, has the same 
effect as the trade in goods and can fully substitute for one another.33 In the other 
words, according to Mundell equivalency, exporting labor-intensive goods for 
capital-intensive goods has the fully same function as the labor-abundant country to 
export labor directly for capital. This equivalency has also been used by Paul 
Samuelson to elaborate the well-known Factor-Price Equalization theory, which 
implies that, under certain circumstances, trade in goods and as well as the trade 
directly in factors will over time equalize the returns (wages to labor and profits to 
capital) for each factor of production.34 For instance, the labor-abundant country has 
comparatively cheaper real wage rate than the capital-abundant country, however, in 
the status of free trade, real wage rate in the labor-abundant country will be increased 
and the one in the capital-abundant country will be reduced. Eventually, there occurs 
equilibrium in the factors price between countries. 

2.1.2 Skepticism for Conventional Trade Theory 

Even though the most economists have showed their favors to the conventional 
trade theory based on comparative advantage and factors endowment, the 
conventional trade theory has also been questioned constantly from both inside and 
outside its theoretical framework of analyses. A very good example of such 
skepticism is the Leontief paradox. In his empirical test of H-O theory, Wassily W. 
Leontief found that US had a comparative advantage in exporting the labour-intensive 
goods.35 This empirical finding ran apparently counter to the implication of H-O 
theory that US, commonly seen as the world’s most capital-rich country, should 
produce and export the capital-intensive goods on account of its most abundance in 
the factor of production of capital.36 Several alternative explanations have been 
proposed to resolve the paradox, such as the ignorance of costumers’ demand 
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31 Gilpin, Robert (2001). Global Political Economy: Understanding the International Economic Order. Princeton: 
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35 Piggott, Judith & Mark Cook (1993). International Business Economics: A European Perspective. London and 
New York: Longman. pp.45. 
36 Gilpin, Robert (2001). Global Political Economy: Understanding the International Economic Order. Princeton: 
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conditions, factor intensity reversal, and eventually the paradox is resolved by the 
introduction of the concepts of “human capital” into the trade theory.37 

Conventional trade theory has also been challenged with a series of noticeable 
developments in the patterns of international trade which emerge in the second half of 
twentieth century. These significant changes include, first of all, the rise of 
intra-industry trade, or more extensively speaking, north-north trade, which has the 
prominent feature that trade is implemented within the same economic sectors and 
takes place between countries with similar factor endowments.38 In other words, even 
though the trading principles of conventional trade theory is precisely considered as a 
very good explanation for traditional inter-industry trading pattern in which export 
and import between countries take place in different economic sectors, its core feature 
of factors endowment is, to some extent, incompatible with the practice of  modern 
intra-industry trading pattern. 

Another changing pattern of trade is the emergence of growing role of 
transnational corporations (TNCs) in the international trade. Such significant change 
results directly in the increasing export of capital in the form of foreign direct 
investment (FDI), and leads to a significant movement toward internationalization and 
globalization of both services and industrial production.39 Furthermore, the rising role 
of TNCs also changes the patterns of trade in the way that a proportion of world trade 
takes place as “intrafirm transfers at prices set by the firms and as part of global 
corporate strategies”, which does not, to some extent, conform to conventional trade 
theory.40 

2.2 Strategic Trade Theory 

As what we have mentioned above, several challenges towards conventional 
trade theory has been erected by skeptical theoretical reviewing under the momentum 
of changing trading patterns and terms. However, the culminating challenge comes 
from the subsequent strategic trade theory (STT), which incorporates a number of 
recent innovative thinking of economic conceptions into the trade theory, such as 
growing appreciation of oligopolistic competition, economies of scale, learning by 
doing, the importance of research and development (R & D), and the role of 
technological spillovers.41 Before we come to elaborate the core feature of STT, we 
firstly conduct a quick overview of the important economic phenomenon of 
oligopolistic competition at micro-economic level. 

2.2.1 Oligopolistic Competition 

Under the ideal condition of perfect competition, strategic behavior conducted 
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by one or just a few firms is always considered quite unnecessary, because they have 
not the enough market power to significantly change the market conditions for other 
firms.42 However, such hypothesis of perfect competition is quite utopian and it never 
exists in the realistic market. Due to the existence of the constant returns of scale and 
of the economies of scale, a few firms never stop to expand the scale of production 
and the output, with the purpose of reducing the unit costs of their products and 
consequently gaining maximum profits from the production. In the process of such 
production expansion, competitions among firms in the same sector become keen and 
the number of firms will decrease dramatically. The coming result is that the market 
in certain sector will be more and more oligopolistic and eventually dominated by a 
few firms with large scale of production.43 This realistic feature of oligopolistic 
competition in the market has thoroughly overthrown the traditional point of view 
about the behavior of firms, and has implied that the behavior of one firm can really 
significantly alter the market conditions and affect other firms’ decisions.  

In sum, so long as oligopolistic competition exists, abnormally high profits will 
exist in the sector, and such profits can be captured by a small number of firms with 
large scale of production.44 Simultaneously, with these foreseeable super profits, 
individual firms, then, may resort to take advantage of every possible corporate 
strategy to alter and affect market conditions, in order to capture a much larger share 
of the market and consequently assure its long-term dominant position in the 
competition. 

2.2.2 Core Feature of Strategic Trade Theory 

Now, let us shift our attention to STT again. Comparing to conventional trade 
theory, STT tightly holds the argumentations that international trade is, to large extent, 
driven by economies of scale rather than comparative advantage, and that 
international market is oligopostically competitive. 45  In fact, ever since its 
establishment, STT has been characterized with the apparent label of trade 
protectionism, because it recognizes the indispensable governmental interventions in 
the international trade. Based on foregoing feature of oligopolistic competition in the 
market and economies of scale, the core argument of STT can be interpreted in the 
way that a government, in stead of the oligopolistic firms themselves, can take some 
specific actions to assist its oligopolistic firms to achieve the large share of and even 
the dominance of both domestic and international markets.46 With these actions, the 
government can lend a hand to national oligopolistic firms “to generate positive 
externalities47 and to shift profits from foreign firms to national firms”.48  
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Aside from oligopolistic competition and economies of scale that we have 
mentioned above, STT has another very important assumption that certain economic 
sectors in a nation are much more important than others.49 Not all the economic 
sectors play the exactly same role in national economy. Some certain economic 
sectors have much more affinitive relations with the whole welfare of nation, and play 
the comparatively significant role in elevating the international competition of the 
entire country. Nowadays, it is commonly recognized that high-tech industries are 
more important than the common manufacturing industries, when considering their 
importance in the national economy; and manufacturing industries, to some degree, 
are considered comparatively more valuable when comparing with service 
industries.50 Therefore, the advocates of strategic trade widely believe that if such 
differences of importance exist among economic sectors in national economy, then 
free trade can never be the optimum policy. In other words, specific national 
preferences to certain sectors are always inevitable, and governmental interventions 
accordingly must be, to certain degree, implemented in order to assure the national 
welfare. 

2.2.3 Criticism for Strategic Trade Theory 

Admittedly, STT has received a number of criticisms from its opponents and a 
series of controversial questions have been raised. Is it possible for the government to 
generate useful and effective interventionist policies in the modeling oligopolistic 
markets? Actually, one of most severe problems, with which the economic 
policy-makers are confronted, is the frequent lack of adequate market information. 
This inadequacy directly results in the feature of uncertainty in almost every 
economic policy, and of course, the uncertainty will be magnified even greater when 
the key issue comes to be how a policy is going to place influences on oligopolistic 
competition.51 According to the government interventionist policy in the trade, how 
will the oligopolistic firms behave, and will they take the actions of cooperation or the 
converse actions of non-cooperation?52 Unfortunately, trade theorists have not put 
forward any reliable models to demonstrate it so far.  

Regardless of these criticisms, STT has undoubtedly provided a powerful 
theoretical support for trade protectionism and does have placed considerable threat 
upon the contemporary global tendency towards free trade. 
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2.3 Policy-Making Theories at the EU Level 

Since the EU’s external trade policy is the subject matter of this thesis, it is very 
necessary for us to take some elaborate thinking on those theories relevant to the EU’s 
policy-making process.  

Since its comparatively humble appearance of the European Coal and Steal 
Community in 1951, the EU has gradually experienced a deepening process of 
regional integration in the past fifty years.53 According to international relations 
scholars, this compelling process of integration has greatly transcended the original 
implications of the conception itself. As the only recognized political organization 
with some unique features of supranationalism, the process has attracted the wide 
academic concerns and has facilitated significant theoretical developments and 
contributions in a variety of realms concerning the EU, and of course, including the 
realm of policy-making that this thesis concerns about. 

2.3.1 Three Types of Policy-Making at EU Level and Their Corresponding Theories 

In the realm of policy-making at the EU level, a variety of compelling theories 
are concerned, including neo-functionalism, liberal intergovernmentalism, new 
institutionalism, and policy network analysis. As what John Peterson has figured out, 
due to the Union’s unique feature of “multi-level governance”, each theory mentioned 
above should be specifically applied to each particular level of decision-making 
within the framework of the EU.54 (See table below) 

Table 1: Putting theories in their places55 
LEVEL Type of 

Decision 
Dominant Actors Bargaining 

Mode 
“BEST THEORY” 

Super- 
systemic 

History- 
making 

European Council; 
governments in IGCs; 
European Court of Justice 

Inter- 
governmental 

Liberal 
intergovernmentalism; 
neofunctionalism 

Systemic Policy- 
Setting 

Council; COREPER; 
European Parliament (under 
co-decision) 

Inter- 
institutional 

New institutionalism 

Sub- 
systemic 

Policy- 
shaping 

Commission; Council 
working group; EP 
committees 

Resource 
exchange 

Policy network 
analysis 

(Remarks: This table is directly adapted from John Peterson’s book Decision-Making in the European Union. 

Actually, I do some slight revises and combine two different tables in the book – the table “Multi-level EU 

Decision-Making” and the table “Putting Theory in its Place” – together.) 

Let us interpret this more specifically. Peterson has divided the EU’s 
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decision-making into three levels, namely the super-systemic level, the systemic level, 
and the sub-systemic level. At the super-systemic level, “historic making” is the type 
of decision which “makes history by changing the EU – altering its procedures, 
rebalancing the relative powers of its institutions, or adjusting the Union’s remit”.56 
This is the highest level of decision-making with the quasi-constitutional character 
where the structure of the EU is transformed and the core interests of the member 
states are challenged. Therefore, liberal intergovernmentalism is the best theory to be 
applied here. At the middle systemic level, “policy-setting” is type of decision here 
which is taken at the end of the EU’s legislative process when the EU “operates as a 
political system in which powers are shared between institutions”.57 In other words, at 
this level of decision-making, the policies of the EU are finally arbitrated according to 
the established “community method”: the Commission proposes, the Council disposes, 
and the EP amends;58 therefore, the theory of new institutionalism can be placed here. 
The sub-systemic level lies at the bottom of the EU’s decision-making. 
“policy-shaping” is the type of decision at this level in which a multiplicity of actors 
can interact or impose influences on each other through the way of resources 
exchanging and bargaining. As Peterson argues, this type of decisions is “taken early 
in the policy process when policies are being formulated” and it “determines policy 
details” 59. Therefore, the approach of policy network analysis can be employed here. 

For the purpose of the thesis, foregoing Peterson’s approach will be employed 
as the analytical tools to shed light on the EU’s external trade policy. However, only 
the policy-making at systemic and sub-systemic level will be taken into consideration, 
because there is no need to take into account the policy-making at super-systemic 
level that refers to the historic changes of the EU. The principal aim of this thesis is 
not to discuss how the EU’s procedure or the powers of its institutions has been 
modified, but to provide a good understanding of the EU’s external trade policy and 
its role in the contemporary multilateral trading system. 

2.3.2 New Institutionalism 

Speaking of the new institutionalism, the core assumption of its approaches is 
built around the apparently straightforward claim that “institutions matter”.60 To be 
more specific, the main focus of the new institutionalism is placed on the functions 
and influences of the institutions which are always regarded as the sets of rules that 
guide and constrain the behaviour of individual actors. As Peterson argues, 
institutions are “the source of much political behaviour and not impartial ‘black 
boxes’ which simply transforms participants’ preferences into policies”.61 Rosamond 
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gives more elaborate and specific descriptions of institutions that they provide sets of 
contexts where the participants can manage to conduct a relatively higher proportion 
of positive bargains that coincide with their self-interests and preferences; they also 
offer “information-rich” venue where transparency prevails and where trust is high, 
and accordingly ensure the stability and predictability.62 In a word, institutions matter 
particularly because of the ways in which the institutional configurations impose 
crucial impacts on the political outcomes.63 Institutions can be simply seen as an 
arena or a vehicle between participants’ preferences and policy outputs. 

It is known that new institutionalism is not a coherent and unified theoretical 
approach. It consists of several varieties or branches which developed in relative 
isolation to each other.64 Normally, three of such branches are identified: rational 
choice, historical, and sociological. To serve the subject matter of this thesis, we only 
place our focus on the first branch, namely rational choice institutionalism, because it 
especially highlights the notion of self-interests of individual actor in the institutions. 

What is meant by institutions? Rational choice institutionalism opts to define 
institutions as “formal legalistic entities and sets of decision rules that impose 
obligations upon self-interested political actors”.65 Due to the definition given above, 
it implies at least two closely related understandings about rational choice 
institutionalism. On the one hand, institutions are not only purely the political 
organizations, but rather sets of rules governing political games, offering 
opportunities and as well as imposing constrains. 66  On the other hand, in the 
framework of the vested institutions, the political actors attempt to take advantages of 
the rules to maximize their own self-interests and preferences.67 Actually, the voting 
rules in the EU’s Council of Ministers provide us a vivid example. The rule of 
qualified majority voting in some policy areas indeed forces member states into 
strategic coalition games in pursuit of their vested self-interests.68 

To give some more specific interpretation, the fundamental argument of 
rational choice institutionalism relies on the assumption that actors undertake the 
rational pursuit of their self-interests69 and of course the interest maximization can 
and will remain the primary motivation of them, but these actors may realize that their 
goals can be achieved most effectively through institutional action70. Accordingly, the 
actors will, to some extent, rationally choose to be constrained by their membership in 
the institutions, no matter whether such membership is voluntary or not.71 In other 
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words, according to Rosamond’s understanding, “institutions in this context are a 
decisive constraint upon actors’ self-interests”: they define or at least constrain the 
strategies that political actors adopt in the pursuit of their interests.72 States create the 
institutions and promise to commit various obligations set up by the institutions, 
because they can predict benefits from their commitments. As Rosamond notes, a 
particularly important benefit is “the reduction of transaction costs”, namely “those 
risks and penalties that arise when actors engage in negotiation with one another”.73 
To sum up, rational choice institutionalism holds that institutions are capable of 
generating regularity and predictability of outcomes that reach the ultimate 
equilibrium inside the institutions, and accordingly benefit all the participants.74 

2.3.3 Policy Network Analysis 

The term of network has become attractive among the political scientists since 
the 1970s. In the case of policy-making process, the public policies are always 
considered as the products of a complex interplay of people and organizations.75 
Therefore, policy network analysis, as a fluid and realistic analytical approach, is even 
more popular in the domain of policy-making theory and is broadly applied to analyze 
how policy stakeholders interact at different levels. Then, what is policy network 
exactly? An accurate definition has been given by Peterson in the way that “the term 
policy network is a metaphor for a cluster of actors, each of which has an interest, or 
‘stake’, … and has the capacity to help determine policy success or failure”.76 

The approach of policy network analysis has its unique characteristics, 
compared to other analytical approaches for policy-making. First of all, as Parsons has 
pointed out, the metaphor of network attempts to “focus on the pattern of formal and 
informal contacts and relationships which shape policy agendas and decision-making 
as opposed to the interplay within and between the formal policy-making 
organizations and institutions”77. In other words, with such characteristic, policy 
network analysis can be seen as an optimum analytical approach for those societies 
which has pluralistic structures and in which actors have a large number of influences 
on the policy-making process. The EU is a very good example. Secondly, according 
to Parsons, policy network analysis is based on “the idea that a policy is framed 
within a context of relationships and dependencies”.78 This implicates that, in David 
Knoke and James Kuklinski’s words, policy network analysis assumes that actors are 
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participating in a social system where other actors impact upon one another’s 
decisions, and furthermore, assumes that the levels of structure within a social system 
must be a focus of investigation.79 

Let us shift our attention back to the application of policy network analysis in 
the EU’s policy-shaping decisions at so-called sub-systemic level. At such bottom 
sub-systemic level, the EU usually reserves some space, both formal and informal, to 
let a diverse variety of actors get involved in the decision-making process and interact 
with each other for the formation of the policies. Normally, these actors, which are 
brought together within the framework of the EU policy networks, have their own 
specific backgrounds. As Peterson argues, they can be the EU’s internal institutional 
organizations and groups (see Table 1); and as well, they can be other sorts of 
stakeholders: private and public, national and supranational, political and 
administrative. 80  At the same time, due to the scarcity of resources, such as 
information, expertise or legitimacy, these actors in the EU’s policy networks have 
incentive to share resources, bargain and agree on how to try to shape policies in the 
interests of their sector.81 In a word, as Rhodes has concluded, policy networks, as 
conceptual tools of public policy analysis, play a crucial functional role in the EU 
governance: they aggregate the specific interests of a number of different actors in a 
“highly differentiated polity” that is marked by “the fragmentation of policies and 
politics”.82 

 

 

 

To conclude the theoretical part, multiple theories have been used in order to 
provide the good understanding of the EU’s external trade policy under the global 
trade liberalization. Every theory is about to be employed to give analyses on different 
phases of the study in the Chapter V and Chapter VI. That is to say, the conventional 
trade theory and new institutionalism will be used to comprehend the EU’s 
contemporary free trade inclination, while the strategic trade theory and policy 
network analysis aim at highlighting the factors that sometimes lead the EU towards 
trade protection.  
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80 Peterson, John & Elizabeth Bomberg (1999). Decision-Making in the European Union. London: Macmillan 
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Chapter III: The WTO and Global Trade  

There have been two remarkable developments in the global trading system 
during the second half of twentieth century. One development has been the large 
increase in the volume of global trade.83 According to the WTO’s calculation, the 
growth of merchandise exports was kept on average six percent per year between 
1947 and 1997, and the total volume of global trade in 1997 was fourteen times the 
level of 1950. 84  The second development has been the transformation of the 
institutional arrangements governing global trade. 85  In 1995, the global trade 
embraced its far-reaching institutional transformation: the GATT was substituted by 
the new World Trade Organization, which indicates a further institutionalization of 
global trade rules. 

Actually, the increasingly growth in the volume of global trade has never 
stopped in the early years of twenty-first century. According to the WTO’s report in 
2006, the average growth rate of merchandise exports between 2000 and 2005 was 
kept on ten percent, and in 2004 the annual percentage change even reached 
twenty-two percent.86  

However, the impressive growth of global trade does not mean the elimination 
of trade protectionism. Tariff and various non-tariff trade barriers have still been 
widely used. Therefore, under the guidance of the WTO, what is the outlook for 
contemporary global trade: a tendency progressing towards free trade or a tendency 
sliding into trade protection? Bearing this question in mind, we are about to open this 
chapter with the detailed introduction of the WTO, the world’s prominent trade 
promoter, monitor and adjudicator. 

3.1 Key Principles of the WTO 

For Ruggie, the international trading regime is one of “embedded liberalism”.87 
Indeed, the establishment of a world trading regime should conform to the general 
objective of facilitating the global trade and its main features should subscribe to 
liberal trade principles. However, this is not the entirely accurate understanding of the 
term. Without prejudice to the standard principles of trade liberalism, the international 
trading regime should be a well-managed system rather than a system of laissez-faire 
trade. In other words, apart from the foundational objective of promoting global freer 
trade, the international trading regime simultaneously plays the key role in monitoring 
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and adjudicating global trade. 

Therefore, in order to effectively govern the global trade, five key guiding 
principles have been established for the international trading institution of the WTO, 
namely, trade without discrimination, freer trade through multilateral negotiations, 
stability and predictability, fair competition, and encouraging development and 
economic reforms.88 

The principle of trade without discrimination is rooted in the two dimensional 
understandings. The first one is enshrined in the Most Favoured Nation (MFN) clause, 
which ensures that any concession granted to one member state of the WTO must be 
extended to all other member states.89 For example, when a member state grants 
someone a special favour, such as a lower customs duty rate for one of their products, 
under the principle of MFN, the member state has to pass this favor to all other 
WTO’s member states. MFN undoubtedly plays a very important role in the rules of 
the WTO. It is the first article of the General Agreements on Tariff and Trade that 
governs the trade in goods; and it is also a priority in the General Agreements on 
Trade in Services (GATS) (Article 2) and the Agreement on Trade-Related Aspects of 
Intellectual Property Rights (TRIPS) (Article 4).90 The second principle concerning 
the trade without discrimination is the national treatment, which rules that the 
imported and the local-produced goods should be treated equally. The same principle 
should also be applied to the foreign and domestic services, and to the foreign and 
local trademarks, copyrights and patents.91 To sum up, the principle of trade without 
discrimination is the core of all the three main WTO agreements, and is also the 
center of the multilateral trading system. 

Freer trade gradually through a series of multilateral negotiations is known as 
the second principle of the WTO.92 So far, there have been totally nine rounds of 
trade negotiations since the creation of GATT in 1947, and the ninth round, namely 
the Doha Development Agenda, is now underway. The progress towards the freer 
trade under the guidance of the GATT/WTO is a gradual process. This implies that, 
on the one hand, the WTO encourages the adjustments concerning more opening 
markets and freer trade, and on the other hand, its agreements also allow the member 
states to accept changes step by step, through “progressive liberalization”. 

To make stable and predictable business environment is a very important 
responsibility for a government under multilateral trading system, because the 
prosperous trade and the flourishing national economy, to large extent, depend on the 
credible signals that the government gives out for the foreseeable future. Due to such 
reason, the stability and predictability of the trade policy in member states are always 
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considered as a very important guiding principle for the WTO. Stability and 
predictability can be achieved only through “binding” and “transparency”. Speaking 
of “binding”, when a member state makes the promise to open its market for goods or 
services, then it should bind its commitment. This implies that so long as the 
agreement is made, the commitment cannot be arbitrarily changed without the 
negotiations with other trading partners. 93 “Transparency” is another way in the WTO 
to improve the stability and predictability. The WTO requires its member states to 
make their trade rules as clear and public as possible. Many WTO agreements require 
the governments to disclose their policies and practices publicly within the country or 
by notifying the WTO.94 

Fair competition is another standard guiding principle that the rules of the WTO 
have dedicated to. As the world’s prominent multilateral trading institution, the WTO 
not only set free trade as its major objective, but also exerts itself to facilitate the open, 
fair, and undistorted competition in the global trade. The rules of MFN and national 
treatment, which we elucidated just now, are a very good example to show the 
desirability of the WTO to secure the fair environments for global trade.95  

Moreover, due to the reason that two-third of the member states are developing 
countries, the WTO also dedicates to encourage the development and economic 
reforms in these countries. For example, in order to help the developing countries to 
cope with the difficulties in implementing the WTO provisions and obligations made 
in the Uruguay Round, a ministerial decision adopted at the end of the round requires 
the better-off member states to “accelerate implementing the market access 
commitments on goods exported by the least-developed countries”, and it also seeks 
“increased technical assistance for them”.96 

3.2 Doha Development Agenda 

The latest and ongoing multilateral trade negotiation of the WTO is named the 
Doha Development Agenda (DDA), or shortly the Doha Agenda. It was set out at the 
Fourth Ministerial Conference in Doha, Qatar, in the November 2001. According to 
the Doha Ministerial Declaration, the DDA has the main objective of liberalizing 
global trade in agriculture and services with the special emphasis on helping the 
developing countries and “placing their needs and interests at the heart of the Work 
Programme in the Declaration”.97 Virtually, apart from the major concentrations on 
liberalizing trade in the sectors of agriculture and services, the work programme of the 
DDA concerns a wide range of trade issues, which encompasses the 
implementation-related issues and concerns, agriculture, services, market-access for 
non-agricultural products, trade-related aspects of intellectual property rights, 
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so-called “Singapore issues”98, WTO rules, dispute settlement understanding, trade 
and environment, and etc.99 Even though the intension of the DDA is clear and 
comprehensive, the expectation for gaining the ultimate achievements in negotiations 
is rather vague. The Fifth Ministerial Conference in Cancún, Mexico, in September 
2003 was sourced by discord on agricultural issues, and ended in deadlock on the 
“Singapore issues”.100 From 28th June to 1st July 2006 the latest attempt to restore the 
DDA negotiations were made. Ministers and heads of delegations of member states 
met in Geneva for intensive negotiations on template agreements for trade in 
agriculture and industrial products, however, the trade negotiations were suspended 
again after the attempts by the ministers of six key players101 to break the impasse 
failed on 23rd July.102 Indeed, the suspension of trade negotiations in the DDA 
explicitly implies a big setback and undoubtedly erects even harder barriers for the 
successive progress towards global trade liberalization. It also implicates a dangerous 
negative signal on world economy with the possible resurgence of trade protectionism. 
Exactly as what Mr. Pascal Lamy said at an informal meeting of the Trade 
Negotiations Committee on the 24th of July, “let me be clear: there are no winners and 
losers in this assembly. Today there are only losers.”103 

The whole process of the Doha Development Agenda reflects the wide gaps 
between the member states. Actually, the trade protection is not monopoly of 
developing countries, even though large quantities of trade barriers are used by them. 
The developed countries, especially the EU and Japan, always take advantage of those 
protectionist measures of high tariffs and import quotas to increase the criteria of 
market access; exports subsides and domestic supports to artificially facilitate the 
competitiveness of their agricultural products in global market. It is precisely these 
divergences in trade issue of agriculture between the developed and developing 
member states that have directly resulted in the almost deadly suspension of the DDA 
negotiations. Therefore, it is very necessary for us to shed some more light on the 
WTO’s stance on the agricultural trade liberalization in the DDA.  

In the previous eight negotiation rounds of the WTO, it is admitted that a series 
of agreements have achieved significant progresses in diminishing the trade protection 
in manufacturing products. However, so long as the same concerns come to the sector 
of agriculture, the process of negotiations has always been sourced by problems. 
There is no doubt that the long-existing trade protection in agriculture has directly 
resulted in the seriously distorted world market, restricted the increase of volume in 
agricultural trade, and consequently damaged the overall welfare of the world. 
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Therefore, with aims to “establish a fair and market-oriented trading system” in 
agricultural trade through “a programme of fundamental reforms encompassing 
strengthened rules and specific commitments”,104 the liberalization in agriculture is 
becoming a crucial part of the DDA.  

Without prejudging the outcome, three objectives are set in the DDA for the 
member states to commit the multilateral negotiations: 

a) Substantial reductions for market access;105 

b) Reductions of, with a view to phasing out, all forms of exports subsidies;106 

c) Substantial reductions for domestic supports that distort the trade.107 

These three aims conceived for member states in the DDA are somewhat 
utopian, but they are indeed very significant. They constitute the three “pillars” of the 
trade liberalization in agriculture. Among them, the improvement of market access is 
always considered much more important than the other two. It is also seen as the key 
to successful liberalization, because the empirical studies show that it would count for 
the two-third of the potential global gains from the liberalization in agriculture and 
over half of the gains would go to the developing countries.108 

To sum up, the Doha Development Agenda, started from the November of 2001, 
is the latest attempt of the WTO to promote the global trade liberalization and its wide 
range of work programme for multilateral negotiations is impressive. The DDA also 
reveals some inspiring appeals with its guiding objectives, such as the special 
emphasis on the needs and interests of developing countries in the multilateral trading 
system, especially those least-developed among them. On the other hand, precisely 
like the previous eight negotiating rounds, the divergences in various trade issues 
between the participating countries are long-lasting, wide and very difficult to cope 
with. This directly leads to the almost deadly impasse of the DDA and erects bigger 
barriers for the future negotiations. Admittedly, no single country should be to blame 
as regarding the temporary wrecking of the global multilateral trade negotiations in 
the DDA: many of the participants are culpable. The EU will not diminish its tariffs 
on imported farm goods and simultaneously insists to pay comparatively high 
subsidies to support its domestic agricultural sector; while the one of the biggest 
developing countries, India, wants lower tariff and fewer farm subsidies in the 
developed countries, but is unwilling to reduce its own trade barriers on farm goods 
and manufacturing products; the US, the “animating spirit” behind the earlier eight 
rounds, declares that a bad deal will be even much worse than no deal at all.109 Indeed, 
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in the multilateral trading negotiations, no country is willing to sacrifice their own 
national needs and interests to benefit those of foreigners’. 

3.3 Outlook for Global Trade  

3.3.1 Does the GATT/WTO Really Increase the Global Trade? 

Almost all of us will firmly hold the stance that global trade should be free, and 
accordingly, certain multilateral trading system or organization should be set up in 
charge of freeing and managing trade. Actually, there is no doubt that such belief has 
become the original motivation of establishment of the GATT and its successor WTO. 
As what they declare themselves, the GATT/WTO has been set up with overriding 
objectives to promote global trade liberalization and to help the global trade flow 
more smoothly, fairly, stably, and predictably.  

However, when we are reviewing the past sixty-year’s global trade records, a 
tricky question will pop up in our mind. Does the GATT/WTO really increase the 
global trade? With this much-debated question, the economists and trade analysts 
never stop quarrelling. 

The skeptics claim that the noticeable global trade expansion after World War 
II does not directly derives from the impetus of the GATT/WTO. It would have taken 
place without such institutional arrangements, since the growth of trade has 
principally been a response to structural change in the world economy.110 Among 
them, Andrew K. Rose is a prominent one. In his controversial paper, Rose failed to 
find out any compelling empirical evidences showing that the WTO or its predecessor 
GATT has actually encouraged the global trade.111 He furthermore argues that “with 
the comprehensive econometric study of the effect of the postwar multilateral 
agreements on trade, it turns out that that membership in the GATT/WTO is not 
associated with substantially enhanced trade… To be more precise, countries acceding 
or belonging to the GATT/WTO do not have significantly different trade patterns than 
non-members”112. 

Rose’s results do have generated much puzzlement and discussions. As 
regarding Rose’s skepticism on the effectiveness and hence the usefulness of the 
GATT/WTO as the multilateral trading system, the advocates of the GATT/WTO 
immediately beat back. With the different econometric specification from that of Rose, 
Arvind Subramanian and Shang-Jin Wei’s come to the converse conclusion that the 
WTO has promoted the global trade “in an economically and statistically significant 
way”.113 By their estimate, the WTO has served to increase world imports “by about 
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120 percent of world trade or about US$8 trillion in 2000 alone (relative to the 
counterfactual of a world without the WTO)”.114 This not only overturns the Rose’s 
verdict on ineffectiveness of the WTO, but is also consistent with the design of the 
WTO system115 – promoting global trade through its institutional framework. 

Admittedly, the divergence among scholars on the effectiveness of the 
GATT/WTO on global trade is long-lasting and wide. It seems that it is and will be 
very difficult to reach a consensus. However, from our stance in this thesis, we 
believe that the GATT/WTO does really promote the global trade and it does act as a 
powerful impetus that forces the global trade to progress towards further liberalization. 
Large quantities of empirical data support our verdict. 

According to the WTO’s calculation, the total value of world merchandise 
exports in the year 2000, if we counted in the US dollar, was 106 times more than the 
one in the year 1948, from US$ 58 billion in 1948 to US$ 6186 billion in 2000; the 
same tendency of increase can be also found in the total value of world merchandise 
imports from 1948 to 2000. (See Table 2) Furthermore, according to WTO’s report in 
2006, the average growth rate of merchandise exports between 2000 and 2005 was 
kept on the average ten percent, and in 2004 the annual percentage change even 
reached the culmination of twenty-two percent. (See Table 3) 

Table 2: World Merchandise Trade, 1948-2000116 
(Billions of US Dollars) 

 1948 1953 1963 1973 1983 1993 2000 
Exports        
World 58 84 157 579 1835 3641 6186 

Imports        
World 66 84 163 589 1881 3752 6490 

 

Table 3: World exports of merchandise, 2000-2005117 
(Billion Dollars and Percentage) 

 Value Annual Percentage Change 
 2005 2000-05 2002 2003 2004 2005 

Exports 10159 10 5 17 22 13 
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3.3.2 How Will the Suspension of the Doha Development Agenda Impact the Global 
? Trade

                                                       

It is not exaggerated to call the wrecking of the DDA a disaster. After the 
suspension of trade talks in the DDA, we can hear a lot of commentary from the 
public, the mainstream media, the scholars, and of course the politicians. Indeed, the 
impasse in the DDA represents a big threat for the current multilateral trading system, 
and simultaneously exerts a large number of negative influences on the future global 
trade liberalization.  

As what we have already partially discussed above, the failure of the DDA, in 
the first place, could inflict a serious blow to the credibility of contemporary 
multilateral trading system and the WTO as an institution; subsequently, it would 
undermine the Dispute Settlement Body of the WTO that is currently the only 
supranational body capable of implementing compulsory judgments on the trade 
disputes between countries.118 Secondly, the failure would doubtlessly lead to such a 
loss-loss consequence that the current efforts to improve the market access at last turn 
to be vain: the duty- and quota-free market access, which is currently agreed by the all 
developed countries to grant to those least developing countries, would be lost; 
agricultural exporters would miss out on the largest farm-tariff cuts ever offered by 
the EU; the EU and US would lose the new access to the markets of emerging 
economies such as China and Brazil for their industrial products and services.119 
Thirdly, the lack of a deal would again situate the global trade on the fringe of a return 
to bilateralism or regionalism.120 In other words, the demise of the DDA would 
promote countries to seek trade cooperation in a system of bilateral agreements and 
facilitate the expansion of regional economic incorporation, such as the establishment 
of Free Trade Areas (FTAs). At last, the failure would also send out a dangerous 
signal on the global trade with the strong protectionist backlash. 

Truly, these negative impacts do exist. However, if we take a fresh look at the 
suspension of the DDA and exert ourselves to steer clear of the worries about the 
threats that the breakdown of the DDA imposes to the global trade and world 
economy, we will soon find our worries somewhat alarmist. Trade talks always seem 
to break down before they succeed.121 The Uruguay Round was a very good example: 
it was supposed to be finished in four years, but dragged on for a painful eight 
years.122  Reviewing the previous negotiating rounds, without exception, we can 
clearly see that the agricultural trade, the key cause leading to the collapse of the 
DDA trade talks, has always been particularly contentious and has easily led the 
participants to get stuck in the temporary deadlock of negotiations. 

Admittedly, on the one hand, the experiences and lessons from the previous 
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negotiating rounds send out the clear signals to us that no negotiating round is 
short-term and easy work, however, on the other hand, the potential economic gains 
that a successful trade talk would bring to all the participants still provide a crucial 
breakthrough for the further negotiations. In the long term, the current wrecking of the 
DDA is not terminal. We believe that the steps of further trade liberalization under the 
multilateral trading system will not stop. 

3.4 To Sum up 

Let us trace back to the question we have raised in the beginning of this chapter: 
under the guidance of the WTO, what is the outlook for contemporary global trade? 
The major objective and the guiding principles of the WTO or its predecessor GATT 
are set to promote the global trade. With the elaborate empirical analyses, the 
adequate compelling evidences convince us that with the impetus of the GATT/WTO, 
global trade does have enjoyed tremendous growth in volume and prosperity after the 
World War II. The latest multilateral negotiating round of the DDA represents a new 
attempt from the WTO to stimulate the further trade liberalization, but the temporary 
wrecking of the trade talks does impose some negative impacts on the multilateral 
trading system and the WTO as an institution. Nevertheless, the outlook for global 
trade is not pessimistic. We have the every reason to believe that the WTO is still a 
powerful impetus to promote the global trade and the trade liberalization. The current 
Doha’s impasse just represents a temporary frustration to advance and progress, rather 
than a reversal. 
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Chapter IV: EU’s External Trade Policy 

According to Hanson, “one of the most striking features of the international 
economy since the mid-1980s has been the proliferation and intensification of 
regional trading arrangement around the world”. 123  The EU has given this 
argumentation a very good demonstration. With the fifty-year’s unprecedented 
progressive process of regional integration, the EU has now successfully forged a 
multi-dimensional faces in front of the world: a political titan, a civilian superpower, 
and of course remarkably, an economic giant. Among these prominent progresses in 
the past fifty years, the EU achieved the completion of European market integration in 
the single European market (SEM), introduced the Euro as a common currency, and 
successfully enlarged its eastern border with the possession of 27 member states.124 
All such developments have strengthened the leading power of the Union in the 
domain of global trade. Admittedly, there is no question to make an announcement in 
front of the world that the EU, now, plays a central role as the significant economic 
leverage in the international trade negotiations. 

The significant role of the EU in international trade negotiations has inevitably 
aroused the rising attentions focusing on the EU’s external trade policy and its 
decision-making process. At the first glance, according to the analyses of Peterson, 
“EU’s decision-making on trade seems dominated by a small number of mainly 
technocratic actors”.125 A second glance gives us an even deeper understanding 
revealing that external trade policy has become increasingly politicized126 and thus 
has been increasingly exposed to the threat of potential protectionism. At the third 
glance, EU’s decision-making on trade discloses very deep divisions between member 
states that emerge almost every time a trade policy decision is taken.127 As noted 
above, if the trade policy decisions are determined directly by a number of technocrats, 
the situation will be more straightforward and we can hold every reason to believe 
that EU’s external trade policy will inevitably march towards trade liberalization with 
the hard push from the GATT/WTO and its several rounds of trade negotiations. 
However, the unceasing politicization in the policy-making process conversely makes 
the situation more complicated. Together with the divergent considerations of member 
states, EU’s external trade policy thus is schizophrenic at times and sways between 
trade liberalization and protection. 

In order to gain a comprehensive understanding of the EU’s external trade 
policy, this chapter is going to be started with the assignment of competence between 
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the EU and its member states in the international trade negotiations and the 
examination of the corresponding EU’s legal framework for the policy. Then, we are 
about to analyze the three different phases of the EU’s decision-making process on 
trade with details. 

4.1 The External Face of the Internal Market 

Why is the EU required to establish a collective external trade policy? The 
question is not difficult to answer. Such requirement of the EU stems directly from the 
establishment of a customs union and the completed process of the SEM. The 
appearance as a customs union requires the EU’s participating countries to have a 
common external tariff.128 The integrated internal market demands the EU to emerge 
as a single entity in global trade and to speak with one voice in the international trade 
negotiations. In a word, the collective external trade policy is substantially the EU’s 
external face of the internal market. 

Peterson elucidates the EU’s external trade policy with some more details. He 
figures out that, actually, the EU’s external trade policy is built on two important 
pillars. One is the Common External Tariff, a common tax imposed on all foreign 
products trying to enter the EU’s market; the other one, and more important, is the 
Common Commercial Policy (CCP), which forces the member states to negotiate and 
sign deals as an integrated one with the non-EU countries.129  

Admittedly, the establishment of the CCP means a great deal to the EU. 
Domestically, the abolition of customs duties between the member states has 
remarkably increased the competitive strength of its participating states. 
Internationally, the integrated CCP has unprecedentedly strengthened the negotiation 
power of the Union. The Union now increasingly plays a central role as an economic 
leverage in the international trade negotiations. 

4.2 Assignment of Competence and the Legal Framework 

In order to better understand the EU’s policy-making process in external trade, 
it is very helpful firstly to shed some light on the importance of competence 
assignment. Then, what is the assignment of competence? According to the EU’s 
policy-making process in external trade, the assignment of competence refers to the 
allocation of the policy powers both inside the Union and between the Union and its 
member states in any given issue area covered in international trade negotiations.130 
To interpret the conception more plainly, the assignment of competence deals with the 
issues handling on who is mainly in charge of executing the power in the trade 
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negotiations on behalf the Union, and who else has the legal rights to get involved in 
the negotiation process. 

The assignment of competence in the trade negotiations is elucidated explicitly 
in the EU Treaty Article 133.131 The Article starts its first stipulation as followed: “the 
Common Commercial Policy shall be based on uniform principles, particularly in 
regard to changes in tariff rates, the conclusion of tariff and trade agreements, the 
achievement of uniformity in measures of liberalization, export policy and measures 
to protect trade such as those to be taken in the event of dumping or subsidies”.132 
From the above, we can clearly find out that the Article places the special emphasis 
on the importance of the Union’s uniformity in the CCP. Namely, it means that the 
Union has to emerge as an integrated single entity and to speak with only one voice in 
all negotiation issues that fall under the CCP framework. However, the question here 
is that the Article 133, unfortunately, never defines the delimitation of the CCP. 

According to the successive stipulations under the Article 133, they give the 
Union exclusive competence in the CCP. As we can see from the Article, it stipulates 
that “the Commission shall submit proposals to the Council for implementing the 
common commercial policy”, and to take a further step, “where agreements with one 
or more States or international organizations need to be negotiated, the Commission 
shall make recommendations to the Council, which shall authorize the Commission to 
open the necessary negotiations” and “the Commission shall conduct these 
negotiations in consultation with a special committee appointed by the Council to 
assist the Commission in this task and within the framework of such directives as the 
Council may issue to it”.133 Apparently, on the one hand, the Commission plays a 
comparatively important role in the CCP. In the Article, the Commission is granted 
sole rights to execute the trade negotiations in the name of the EU. It can be seen as 
the initiator, the negotiator, and also the implementer in the whole process of 
negotiations. However, on the other hand, as Peterson figures out, the Commission’s 
rights in negotiations are not without restrictions. From the Article 133 that we have 
cited, it is obvious that the Commission can only implement its rights within the limits 
of the Council mandates, in the consultation with a special committee of the Council, 
and in most cases, under the watchful eyes of the Union’s member states.134 

Whether or no, the council is always the core player in the whole “game” and 
its role is particularly significant. It is granted the ultimate rights to conclude the trade 
agreements that the Commission has reached with non-EU countries in the 
negotiations. According to the Article 133, the final ratification of the trade 
agreements shall be taken by the qualified majority voting (QMV). However, at least 
in practice, few major agreements are concluded without the consensus in the Council, 
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especially those agreements on services and intelligent property rights.135 

As regarding the European Parliament (EP), it has no formal authority under 
the treaty provisions in the external trade policy. However, the Commission is in 
charge of informing the EP on regular basis and asking for its assent in important 
trade negotiations, such as the WTO Doha Round.136 

Above, we examine the EU’s competence in the policy-making on trade issues. 
However, all the evidences show that this is not the whole thing. Certain areas in trade 
that the member states feel particularly sensitive to their national interests remain the 
competence of the member states, namely the mixed or national competence. For 
example, trade in goods falls within the exclusive EU’s competence, but the 
competence of new trade issues, such as services, intellectual property rights, and 
investment, is still firmly grasped in the hands of member states.  

The battle of fighting for competence between the EU and the member states 
can be traced back to Uruguay Round negotiations. The European Court of Justice’s 
(ECJ) Decision 1/1994 “on the competence of the Community to conclude 
international agreements concerning services and intelligent property” apparently 
leaned towards the view of the member states.137 To take the services as an example, 
the Decision rules that “services were the EU’s competence only when there was a 
cross-border supply of services, or when the labour associated with the provision of a 
service crossed a border”.138  

Admittedly, losing the competence in the new trade issues to member states 
poses a number of potential difficulties for the EU. It is sometimes like contagion that 
may spread out and generate the so-called Domino Effect. There is the possibility that 
the losing of competence may infect other traditional trade areas that used to fall 
under the exclusive EU’s competence, because it is commonly acknowledged that 
services and goods in most cases are intrinsically closely linked. Even more important, 
the mixed or the national competence that is subject to member states may exert a 
dangerous threat on the external trade policy’s uniform principles, and consequently 
undermine the Commission’s de facto authority in trade negotiations. This, at last, 
may inevitably diminish the flexibility of negotiation, because under the mixed 
competence a member state might exercise, or at least threaten to exercise, its veto to 
block the ratification of any negotiation agreement when it feels itself be violated. 
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4.3 EU’s Decision-Making Process on Trade 

According to Woolcock, the EU’s decision-making process on trade can be 
broken down into three different – but simultaneously interdependent – phases: setting 
of objectives for negotiations, conduct of negotiations, and adoption of the results.139 
In this section, we are going to examine these three phases in details separately. 

4.3.1 Setting Objectives for Negotiations 

In any negotiation on the international trade, the phase of agenda-setting always 
plays a very important role.140 The legal framework for agenda-setting in the EU’s 
external trade policy derives directly from the Article 133, which rules that “the 
Commission shall submit proposals to the Council for implementing the common 
commercial policy”.141 The phase starts from the procedure that the Commission 
proposes the preparation of EU’s negotiating position to the council, which is 
coordinated by the Directorate-General I in cooperation with other Commission DGs. 
The next step is that on the basis of Commission’s proposal, the Council, usually 
meeting as foreign ministers, authorizes a mandate to the Commission by QMV.142 
Then, the commission will execute negotiations under such Council’s mandates. In 
practice, in the pre-negotiation phase of a multilateral round, such as the WTO’s Doha 
Round, the Council’s mandates may also be supplemented by a number of directives 
that are authorized by the Council or the Committee of Permanent Representatives 
(COREPER).143 

Admittedly, the formal adoption of the Council’s mandates is never easy work 
for the Commission. It requires conversely a great deal of work. Take the example of 
the preparation for the EU’s negotiating position in the Doha Round. The Commission 
firstly produced informal papers on a range of potential agenda items in early 1999, 
and these agenda items were experienced hard discussions in the Article 133 
Committee144 and its various specialist sub-committees.145 On the other hand, in the 
preparation phase for negotiating position, the Commission is also required to seek 
balance, not only between the Union and its member states, but also between the 
Union’s specific objectives and the needs of the other WTO member states, in 
particular the developing countries. Take the example of the WTO Rounds as well. In 
Uruguay Round, the Commission agreed to liberalize, or sacrifice if we can say so, 
the restrictive Multi-Fibre Arrangement for quotas on textile and clothing and in 
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return the developing member states of the WTO assented to open up trade in services 
and other new trade issues.146 

Let us shift our attentions to the EP. Frankly speaking, the involvement of the 
EP and the national parliament in the EU’s preparation phase for negotiating position 
is absolutely indirect. The EP just has the restrictive power to discuss the summary of 
the negotiating mandates that are authorized by the Council only after it has been 
adopted.147 This is obviously too late to exert some substantial influences on the EU’s 
objective setting. However, when we change another point of view to think, the EP, 
on the other hand, can at least take advantage of such existing limited discussing 
power to create an atmosphere in the process of EU’s objective setting phase and thus 
place an indirect influence. 

Furthermore, in most cases, the interests group and NGOs also play an 
indispensable role in the process of negotiating objective setting. The Commission 
requires the involvement of the important interest groups and NGOs and actively 
encourages input from them.148 For example, in late 1998 the Commission initiated a 
series of consultation on the Doha Round’s agenda with civil society, such as the 
NGOs concerning on the environmental, developmental and also other areas.149 

4.3.2 Conduct of Negotiation 

As we have discussed above (see 4.2), the major implementer of the 
negotiations on trade issues is the Commission on behalf of the Union. However, in 
practice, when we come to the concrete trade issues, due to the different allocation of 
negotiation competence, the participating parties of EU in multilateral negotiations 
vary. For example, when the policy issues concerns to the trade in goods that is the 
subject of international negotiations under the EU’s exclusive competence, the 
Commission undoubtedly is the sole negotiator; whereas, when the policy issues 
concerns to the so-called new trade issues in which the member states share the mixed 
competence with the Commission, the Commission keeps on acting, on the one hand, 
as the sole negotiator while, on the other hand, the member states can simultaneously 
participate in the negotiation process.  

To take further step to examine the negotiating phase, as Woolcock argues, the 
key issue is how much flexibility the Commission has to interpret EU’s objectives 
that are determined in the previous phase.150 This is a sort of dilemma. Too much 
flexibility for the Commission would reduce the control by the member states over the 
course of negotiations; whereas, too little flexibility would make it impossible for the 
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Commission to negotiate and to speak with one voice.151  

Admittedly, according to the Commission as the sole implementer of such a big 
economic bloc, how to skillfully exercise the negotiating tactics and ultimately to 
stick up for the Community interests in the negotiating phase is not an easy job. The 
Commission itself is not a homogenous actor. Almost every trade policy has an 
internal dimension, whether this is agriculture, environment, or industry. When the 
multilateral negotiations take place, the first thing that the Commission concerns to is 
how to integrate its internal sectoral interests. Similarly, the positions and preferences 
of the member states are also heterogeneous.152 As Peterson figures out, the Adam 
Smith-inspired British and Colbertiste French153 emerge almost every time a trade 
negotiation takes place.154 In a word, in order to forge an integrated Community 
interests, in the complementation of negotiations, what all-important the commission 
has to cope with is to balance the different internal interests, admittedly, not only 
between different sectors, but as well as between different member states. Therefore, 
under the foregoing considerations, so far the constant dialogues between the 
Commissions and the member states have been promoted. The member states have the 
ability to direct the Commission on any issue during the negotiations. The very good 
example is the existence of the Article 133 Committee, which provides a main forum 
for the Commission and the member states to discuss “the negotiating positions on 
individual topics and the links between them”.155 

4.3.3 Adoption of the Results 

Comparing to the previous two phases of decision-making process on trade, the 
situation in adoption of results is much more straightforward. Due to its unbeatable 
power, the Council of Ministers has the ultimate authority to adopt the results of 
international trade agreements under the Article 133. In the trade areas where the 
Union has the exclusive competence, decisions are taken by QMV; and when the 
Union is adopting the results of an agreement negotiated bilaterally with a third 
country (bilateral association agreements), decisions are taken by unanimity. 156  
Actually, in practice, as Peterson figures out, few major trade agreements are 
concluded without the consensus on the Council or between the member states.157 
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Such consensus decisions virtually impose big difficulties on the Commission 
in its negotiating process. If the consensus is the norm for adoption of result, then the 
Commission has limited room to take advantage of negotiating manoeuvre, because 
the consensus to some degree rules out the possibility that the Commission can resort 
to a qualified majority of member states to outvote the minority interests.158 In other 
words, the member state that opposes to certain elements of Commission’s proposed 
package may effectively exercise a veto on the outcome, but what need to be stressed 
is that this happens only when the member state feels its vital national interests are 
affected, such as the issue on further liberalization in agriculture.159 However, on the 
other hand, the Treaty rule of the QMV simultaneously does impose some underlying 
pressures on all the member states, encouraging compromises and sometimes 
concessions. Apart from the issues that the vital national interests are seriously 
affected, as regards the issues of less importance, compromises and concessions do 
take place among the member states in the Article 133 Committee, which means that 
when there is a clear qualified majority in favor of a policy, the member states in the 
minority will not hold up for very long and will generally concede to the majority.160 
This may be very helpful to explain why the Union in most cases manages to reach 
common negotiating positions, but get stuck in the difficulties if member states dig in 
their heels.161 

In addition, it is really very necessary for us to shed some light on the EP’s role 
in the adoption of the results as well. In most cases, the EP has no power under the 
treaty provisions concerning the trade policy,162 but it must give its assent by a simple 
majority if the agreement negotiated requires changes in the EU’s internal 
legislation.163 However, due to the gradually increasing democratic and transparent 
elements in the EU’s decision-making process, it is likely that the EP will play more 
important role in the external trade policy, and thus will ultimately gain the substantial 
power to vote on the outcome of any major WTO agreements in the near future. 

4.4 Criticisms of the External Trade Policy 

The most criticisms of the Union’s external trade policy focus on the 
protectionism, which we are about to elucidate in details in Chapter V. Therefore, we 
just briefly go through such criticisms with some limited words. 

First of all, due to the sensitive nature of the sector, the major criticism points 
explicitly to the EU’s trade policy in agriculture. It is admitted that the EU has pushed 
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forward a series of reforms in its Common Agriculture Policy (CAP). For example, as 
what the WTO’s report in 2002 figures out, the EU has implemented the Agenda 2000 
reforms to the CAP agreed at the Berlin European Council in March 1999164, aiming 
at introducing reductions in both market support prices and institutional prices for 
certain agricultural products, introducing a comprehensive rural development policy, 
modulating direct payments made to farmers under CAP,165 and etc. However, these 
reforms are apparently not enough. The EU continues to provide considerable 
protectionist support for its farming sectors, and for liberal trade economists and 
developing countries, it has not shown enough leadership in liberalizing its 
agricultural markets.166 

The second criticism in the EU’s external trade policy concerns about the 
market access. Admittedly, the EU has made some noticeable efforts to further open 
up its markets to developing countries, which include: the “Everything-but Arms” 
(EBA) initiative, adopted in March 2001, to expand market access for least-developed 
countries;167 the commitment to phase out the import quotas on textile and clothing 
trade by the end of 2004. Just like the reforms in the CAP, these efforts are also not 
enough. The EU is still criticized for not providing enough effective market access for 
products from developing countries, in particular those products that are considered to 
be sensitive for European producers.168 

The EU is also criticized for overburdening the trade agenda by seeking to 
include non-trade issues and this directly results in the delaying liberalizations of 
trade.169 Moreover, the EU’s external trade policy is criticized by European NGOs for 
lacking of transparency. For example, the NGOs accuses that major decisions in the 
Article 133 Committee or the Council of Ministers are not open to the public for 
effective scrutiny.170 
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Chapter V: Fortress Europe? Analyzing the EU’s Trade 

Protection – In the Case of Textile and clothing 

Trade 

In the previous chapter, we have elucidated the EU’s external trade policy in 
details. To be compatible with the principal research question of the thesis dealing 
with the EU’s stance on free trade and trade protection under the impetus of global 
trade liberalization, we are going to provide some more elaborate analyses on the 
EU’s trade protection in this chapter. The chapter will be started with the overview of 
the EU’s trade policy developments which delivers the explicit signals about whether 
the EU’s trade policy has become more protectionist or not. Then, we will come to 
give illustrations on the successive changes of trade policy in textiles and clothing 
during the last decade, and consequently take advantage of the case to provide further 
analyses on the EU’s trade protection with some theoretical thinking through theories 
that we put forward in the chapter II.  

5.1 Fortress Europe? Overview of the EU’s trade policy developments 

At the beginning of 1990s, the prediction on the EU’s trade policy from 
mainstream trade policy analysts was not optimistic.171 Most of them foresaw that the 
levels of protection in the EU would significantly increase in the 1990s, just like what 
we witnessed during the 1970s and the 1980s: the market access would be elevated 
and higher tariffs would be imposed in agricultural and manufacturing imports; 
non-tariff barriers would soar around the EU; and the instruments of commercial 
defence would be widely used to protect the sensitive sectors from the external 
competitions.  

Several arguments were put forward to support such prediction. Firstly, the 
trade policy analysts believed that the completion of the single internal market in the 
EU would inevitably lead to the creation of a “fortress Europe”.172 The single internal 
market programme have marked a turning point in the European integration and it is 
famous for its compelling four freedoms, namely free movements of all goods, 
services, investments and people within the EU. More specifically speaking, the free 
movement of all goods especially indicates the free trade within the EU. Let us put 
our focus back on the EU’s potential trade protection under the single internal market. 
As some analysts figured out at the beginning of the 1990s, with the purpose of 
making free trade within the EU “politically sustainable”, the EU, to large extend, 
would lean to compensate competitions from other member states by imposing more 
restrictions on the imports from the outside of the Union.173 In other words, the single 
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internal market would make the EU favor of replacing the imported goods from third 
countries with the goods supplied from within the EU. Secondly, the fear of more 
trade protection was from the voting rules on the trade policy-making that requires the 
support of qualified majorities or unanimity, and the analysts argued that such setting 
of rules would make the external trade policies lean to the protectionist member 
states,174 because the member states could simply use their veto power to block the 
policies failing to provide adequate protection to their sensitive sectors. In addition, 
and more important, the empirical experience of the 1970s and the 1980s made the 
analysts believe that the 1990s continuing economic recession and high level of 
unemployment across the EU would trigger the rising of further protectionist 
sentiments in the member states and accordingly forge the “fortress Europe”.175 

However, surprisingly, the prediction of “fortress Europe” did not come true, 
and in other words, let us cite Martin Wolf’s impressive metaphor to describe it: “the 
dog failed to bark”176. Admittedly, even though the EU was confronted with the 
various foregoing pressures for trade protection, large quantities of compelling 
evidences presented that the external trade barriers have not increased during the 
1990s, and very luckily we have witnessed a so-called noticeable liberalization 
tendency in the EU’s external trade policy. According to Hanson’s statistics, between 
1990 and 1995 individual EU’s member states have unilaterally abolished over 
sixty-three hundred quantitative restrictions against imports from third countries, and 
only a very few of these national restrictions have been replaced with EU-level trade 
restrictions.177  The EU has also opened up its internal market for the non-EU 
countries through signing up a series of multilateral and bilateral trade agreements. 
Still according to Hanson’s statistics, in the Uruguay Round of multilateral 
negotiations, the EU agreed to deep reduction of its tariffs on manufacturing goods by 
average of 38 percent, and almost simultaneously between 1990 and 1996, the EU has 
signed twenty-six bilateral free-trade-area agreements to provide increased market 
access for non-EU countries.178 

To take some more observations, when the time comes to the 2000s, the 
tendency of the EU’s external trade policy continues to advance towards further 
liberalization. The EU takes the further steps to improve its market access, especially 
for those least developed countries, through the Generalised System of Preferences 
(GSP), whose rationale is that there is an urgent need for developed countries to 
provide the tariff preferences to those least developed countries with the aims of 
helping them to compete with developed countries and as well as those less developed 
countries in the global trade. In February 2001, the Council ratified the so-called 
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“Everything but Arms Regulation”, granting tariff-free access to imports of all 
products from least developed countries without any quantitative restrictions.179 

To give a brief conclusion here, a large number of compelling evidences 
reveals that the EU’s external trade policy has been significantly liberalized in the 
recent years, regardless of the existence of several potential protectionist forces that 
we have discussed above. More accurately speaking, the major characteristics of the 
EU’s external trade policy during the last two decades can be summed up: very few 
new protectionist trade barriers have been erected and the levels of trade protection 
have been significantly diminished.180  

However, “the dog failed to bark”, but it does not mean that the dog does not 
bark. It is apparently absurd to believe that the EU has suddenly abandoned all forms 
of protection in all sectors. Take the trade for agricultural products for example. Even 
though the EU preaches for further opening and expansion of trade in agriculture in 
numerous official occasions, on the other hand, comparatively high tariffs have also 
been imposed on the imports from non-EU countries and large quantities of export 
subsidies have been given to local agricultural producers during the 1990s and the 
2000s. According to the WTO’s calculations, the simple average tariff of the EU on 
the imports of agricultural products was estimated at 16.1% in 2002, compared with 
the simple average tariff on non-agricultural products of 4.1% at the same time.181 
Speaking of export subsidies in agriculture, still according to data from WTO, the 
total amount of export refunds of the EU in 2000 was € 4.2 billion (not including the 
“self-financed” refunds on sugar).182 

In addition, we have also witnessed the changes of the EU’s protectionist 
strategies during the last two decades, namely replacing the traditional barriers (such 
as tariffs or non-tariff barriers) with the new instruments of commercial defence (such 
as antidumping actions and remedies against unfair trade).183 

Admittedly, despite the constantly internal and as well as external impetuses 
towards trade liberalization, the protectionist pressures inside the EU still do exist and 
they will not disappear in the foreseeable future. “The dog failed to bark”, but it does 
bite back at times when it is under serious strikes which badly get on its sensitive 
nerves. This is the reason why we are about to provide deeper analyses about the EU’s 
trade protection in the successive sections, using the case study of textile and clothing 
trade. 
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5.2 Case of Textile and clothing Trade 

Why do we choose the trade in textiles and clothing as the case study, rather 
than the trade in the other sectors? In most people’s eyes, the textile and clothing 
industries are always considered to be old, low value-added and low technological. 
Comparing with those sectors of agriculture, services and high-tech, the industries in 
textiles and clothing do play relatively less important role in the EU’s economy. 
Accordingly, for this reason, one might hold such opinion in the mind that the 
protection of textile and clothing markets in the Union is just a trivial issue. This is 
absolutely not the whole case. The trade in textiles and clothing has been put in a very 
tricky position of dilemma in the Union that, on the one hand, at the global level the 
trade does have embraced the liberal trading system under the framework of the WTO 
due to the agreements adopted in the Uruguay Round; however, on the other hand, the 
Union has been confronted with constantly increasing protectionist pressures from the 
textile and clothing producers and as well as some of its member states, and these 
pressures reached their peak in 2005, the first year in which the Union was supposed 
to implement the obligations of ultimately eliminating imports quotas stemming from 
the Uruguay Round Agreement on Textiles and Clothing (ATC). Then, to what extent 
has the Union fulfilled its commitments in textile and clothing trade, and to what 
extent has the Union yielded to its internal protectionist pressures? The trade in 
textiles and clothing really arouses a tough and tricky question to the EU, but they do 
at the same time expose the contradictory stance of the EU’s external trade policy, 
somewhat schizophrenic, swaying back and forth between the free trade and trade 
protection. This is the principal reason why we pick the trade in textiles and clothing 
as our case study to provide elaborate analyses on the EU’s trade protection. 

Let us start our interpretation from the first turning point of global textile and 
clothing trade on January 1st 1995. According to the negotiating outcome of Uruguay 
Round, the Multi-Fibre Arrangement (MFA), which provided a special framework for 
developed countries to impose restrictions against the imports from developing 
countries for almost thirty years, finally came to the end at the beginning of 1995. The 
expiration of the MFA does mark the remarkable progress in the global textile and 
clothing trade; however, it did not mean the end of long-standing quantitative quotas 
on the sectors. The MFA instead was followed by the ten-year long Agreement on 
Textiles and Clothing (ATC), which aimed at giving a transitional period for the 
developed countries to adapt the coming new trading system in the sector, and 
ultimately integrating the textile and clothing trade into general rules of the GATT 
under the framework of the WTO on January 1st 2005. 

We shift our focus to the EU here. Under the guidance of ATC, the 
Commission decided to impose provisional duties on the imports of cotton from 
developing countries, but when it came to a Council committee vote, it did trigger 
much divergence inside the Union.184 “European fabric weavers, and their association 
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Eurocoton, allied with national policy networks from southern EU member states” 
fiercely campaigned to urge a vote to confirm the duties; whereas, “a far larger group 
of European industries”, processing the fabrics into finished products such as soft 
furniture or clothing, condemn the duties as the unreasonable trade barriers for cheap 
raw materials.185  

The contradiction on the issue at member state level was not at ease as well. 
The dispute was fueled when the provisional duties expired in 1998, but the 
Commission determined to renew them. “Eight EU’s member states issued a furious 
declaration attacking the Commission’s regrettable decision”, while France, Spain and 
Italy, to the contrary, “tabled a counterdeclaration supporting the Commission”.186 
Although the dispute on cotton duties was fortunately ended with the triumph of 
liberal force, it does alert us of the active trade protectionism. 

The saga did not end. When the clock began ticking towards the second turning 
point of the global textile and clothing trade, the dispute arose again.  

According to the arrangement of ATC, on January 1st 2005 the textile and 
clothing sectors was formally integrated into the general rules of GATT and the 
long-standing imports quotas was ultimately eliminated. However, the inspiring 
milestone just brought a quite short excitement. The EU found out soon that it was 
confronted with the unprecedented flood of cheap textile imports from developing 
countries, especially from China. Rapidly growing pressures came from the EU’s 
internal textile and clothing producers and as well as powerful textile lobbies, 
furiously agitating for the Union to take serious legislative actions to prevent the 
imports from swamping their businesses and from triggering consequent increasing 
unemployment in the sectors. To solve the problem, an agreement was drawn up 
between the EU and China (Memorandum of Understanding - MoU) in June 2005,187 
aiming at limiting ten categories of Chinese textile and clothing exports to the EU 
through the protectionist measure of quotas.188 

When the EU made the decisions to impose new quotas on Chinese imports, it 
apparently neglected the adequate consultations with the Europe’s retailers, who had 
already placed huge quantities of orders of textile goods from China. The subsequent 
developments of the issue exposed deeper divergence inside the Union. Barely in a 
month after the agreement was adopted, import quotas for 2005 were exceeded, and 
thousands of Chinese cheap textile imports piled up in the customs checkpoints, not 
allowed entering into the EU’s market. This obviously irritated the retailers and 
consumers. Frantic criticism on the EU’s protectionist actions for textile and clothing 
trade came from retailers and consumers, and as well as their associated lobby groups. 
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The EU once again seated itself in the tough position of dilemma. 

Exactly like the domestic row emerged in the second half of 1990s, the trade 
dispute on textiles and clothing soon exceeded the battle boundary within which the 
manufactures fought against the retailers and consumers. It drew clear lines within the 
Union between the member states with large-scale textile manufacturing industries 
and those with sizable retail businesses. As what the Economist described the 
situation in 2005, the “government ministers from the Netherlands, Denmark, Sweden, 
Finland and Germany have all spoken out against the quotas”, whereas the countries 
like France, Spain, Italy and Greece conversely firmly supported the Commission’s 
decision on quotas.189 

It was really a tough problem for the Commission. In order to keep the 
unification and solidarity inside the Union, the Commission sought for a reasonable 
settlement that could please all the actors in the dispute. The outcome was somewhat 
satisfying. The Commission promised to provide legal grounds for member states to 
issue sufficient import licenses to the Chinese textile products, through borrowing 
quotas from the next years or from those categories that didn’t exceed their import 
quotas yet. But admittedly, it is also very clear that the Commission, to some extent, 
still insisted on its protectionist stance, which apparently leaned to the manufacturers, 
that the quotas on Chinese textile imports would not be revoked. 

5.3 Analyzing the EU’s Trade Protection 

5.3.1 Implications from Strategic Trade Theory 

As what we have discussed in the chapter II, the strategic trade theory provides 
the important intellectual foundations for the so-called strategic trade policy, which 
argues that because of the market imperfections, potential returns can be obtained by 
the governmental interventions. In other words, according to some special significant 
sectors, the governmental policy, particularly protectionist measures, under some 
circumstances, is very necessary to be utilized to change the terms of competition in 
order to favour the domestic firms over the foreign ones, to shift the excess gains in 
the imperfect markets from foreign firms to domestic ones, and accordingly, to benefit 
the welfare of the nation.190 

Virtually, the trade protection in the EU’s external trade policy can be seen as 
the mirror of the implementation of strategic trade policy. Let us place our analyses in 
the case of textile and clothing trade. At first glance, it seems that the industries of 
textiles and clothing play really minor role in the EU’s economy. According to the 
statistics of textile industry in the EU, in 2001 the “value-added in constant prices 
were in the range of the level 10 years before”, and moreover, “the production 
increased by only 5 percent between 1991 and 2001, while the total manufacturing 
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registered an increase of 51 percent for the same period”.191 However, this is not the 
entire story. Due to the labour-intensive nature, when the industry is connected with 
the employment, its importance has showed up. According to the Structural Business 
Statistics, “the textile industry employed close to 3.3 million people in the European 
Union in 2001, or some 9.5 percent of the total working in manufacturing”.192 

Admittedly, the trade protection in the EU’s textile and clothing trade derives 
from the fears of massive unemployment in the industry and the consequent 
destruction of the Union’s welfare. Actually, the large-scale unemployment did take 
place. The textile sector had accounted for nearly one-third of jobs lost in the EU 
between 1988 and 1994, when confronted with the fiercely increasing quantities of 
cheap imports from the developing countries.193 Concerning about the employment 
and its affinitive links with whole domestic welfare, the textile industry does still 
mean a lot to the Union, regardless of its old, traditional and low value-added feature. 
This reveals the principal reason why the Union always yielded to the pressures of 
trade protection to use so-called “strategies” to protect domestic industries from the 
tough competitions with the non-EU countries (as the case reveals, the Union decided 
to impose provisional duties on textile and clothing imports in the second half of 
1990s, and placed the new quotas on Chinese imports in 2005). 

Indeed, foregoing analyses about the implications from strategic trade theory 
will not only be applicable in the trade of textiles and clothing, but rather the other 
EU’s protectionist trading sectors. 

5.3.2 Political Content of the EU’s External Trade Policy 

It is believed that economic settings are always served for certain more 
fundamental political objectives. This rationale is exactly applicable to the EU. To 
large extent, the guiding principle of the formation of the Union so far has been to use 
the economic process to achieve the essential political aims. 194  Thus, without 
exception, the EU’s external trade policy has been marked with the noticeable 
characteristics of the high political content. The trade policy is always used as the 
privileged instrument to accomplish higher political goals, normally the further 
integration of the Union. Peterson has expressed the similar conclusion after his 
careful observation of the EU’s external trade policy. As he argues, the first glance of 
the policy reveals that the EU’s decision-making on trade seems dominated by 
technocratic actors, yet the second glance explicitly shows more that it has become 
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“increasingly politicized”.195 

Admittedly, the feature of high political content constitutes the principal source 
of protectionism in external trade policy, because so long as the policy slides to the 
tendency of increasing politicization, it at stake becomes more conservative and 
protectionist. To a certainty in the EU’s mind, nothing will be more important than the 
peaceful coexistence between the member states and the maintenance of the firm 
solidarity of the Union. 

In the case of textile and clothing trade dispute, the EU’s such ambitions have 
been perfectly reflected. The line between the purely technical trade dispute and the 
deeper internal political divergence is really blurred. Trade has already to a large 
extent transcended its original meaning in the traditional economic dimension. It 
apparently has been marked with the political labels. As we can see in the entire case, 
the Commission without exception sought the compromised settlement for the dispute 
between the domestic manufacturers and retailers with the political purpose of 
balancing the interests of both sides and consequently maintaining the solidarity of the 
Union. There is no doubt that the final settlement of the dispute did not typically 
represent a serious setback towards trade protection, yet due to the rising politicization 
of the trade issue it did slower down the paces of trade liberalization in the Union. 

5.3.3 Implication from Fragmentation in the EU’s policy networks 

As what it is showed in the chapter II of this thesis, during the policy-making 
process, the EU normally reserves some space, both formal and informal, to let a 
diverse variety of actors get involved and interact with each other for the formation of 
the policies. Normally, the origins of these actors are quite wide and have their own 
specific backgrounds: they can be the EU’s internal institutional organizations and 
groups; they can be national governmental organizations and consultant working 
committees; and as well, they can also be those non-profit NGOs and various interest 
and lobby groups, and etc. All together, the interactions of these different actors in the 
EU’s policy-making process constitute the affinitive policy networks, imposing 
compelling influences, providing consultations and giving orientations, and 
consequently helping to shape the policy. 

Indeed, technically speaking, these policy networks, which bring altogether 
these diverse actors and aggregate their consultations, play crucially important role to 
shape a rational policy. However, this is not the overall case. Due to their 
heterogeneous backgrounds, these actors to large extent hold rather diverse 
self-interests, and there is not doubt that they always exert themselves to take 
advantage of their consultant influences in the policy-shaping process to maximize 
their own specific interests. Hence, when observing the EU’s policy-shaping process, 
it is quite apparent to find out that the stances of different actors are always 
differentiated to each other, and sometimes are divergent. This highly differentiated 
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feature of the policy networks directly leads to the fragmentation of policy-shaping 
process. 

In the case of textile and clothing trade dispute, this high fragmentation in the 
EU’s external trade policy is also clearly mirrored. Divergences between the textile 
manufacturers and retailers were entirely exposed: the manufacturers associated with 
their powerful lobbies, on the one hand, furiously agitated for the Union to take 
substantial legislative actions to prevent cheap imports from China; whereas, on the 
other hand, the irritated European retailers and their associated interests groups soon 
fought back and strongly criticized the Commission’s protectionist quotas. Not only 
manufacturers and retailers were the member states split up on their stances as well. 

It is really hard to make the conclusion that fragmentation of the policy 
networks to a certainty leads to the setback towards trade protection, because in the 
most of the cases, compromises and bargaining between the actors may prevent the 
outcomes from sliding into the extreme of trade protection. Yet, it is admitted that the 
fragmentation does elevate the risks and encourage a drift towards generalized 
protection. As we have observed in the case, confronted with the frantically high 
pressures from retailers and the EuroCommerce (a lobby group for retailers, 
wholesalers, and trading firms), and despite the tough problems of their 
implementation, in 2005 the Commission still insisted on its protectionist stance, 
which apparently leaned to the manufacturers, that the quotas on Chinese textile 
imports would not be revoked. 

5.4 To Sum Up 

Even though some analysts provided somewhat pessimistic prediction that the 
levels of the EU’s trade protection would significantly increase in the 1990s, large 
quantities of compelling evidences have revealed later that such prediction did not 
come true. The fortress Europe failed to be built up. In the 1990s and 2000s, the EU 
has step by step and sector by sector opened up its markets, and we are very luckily to 
witness the tendency of further liberalization in the EU’s external trade policy. 
However, this does not mean that the EU has suddenly abandoned all the forms of 
protection in all sectors. Despite the constantly internal and as well as external 
impetuses that frequently push the EU to embrace liberalization, the protectionist 
pressures inside the EU still do exist and they will not disappear in the foreseeable 
future. 

Speaking of the trade protection inside the EU itself, the important nature of 
some sensitive sectors and their affinitive links with the domestic economy and 
welfare make the Union firmly believe that the implementation of appropriate 
protectionist measures is timely quite necessary. In addition, the EU’s protectionist 
sentiments apparently have been fueled at times by the rising politicization of its trade 
policy and the fragmentation of its policy networks in the policy-shaping process. 

In sum, the EU’s external trade policy is a mixture, neither pure liberalization 
nor pure protectionism. It is somewhat schizophrenic, swaying between the trade 
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liberalization and trade protection. With regard to the trade issues concerning to the 
vital interests, the Union without exception inclines to conservative protectionism; 
whereas concerning the issues of less importance, compromises and concessions 
always lead the outcomes of the policy to the inspiring liberalization.  
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Chapter VI: EU and WTO: Placing the EU in the 

Multilateral Trading System 

In the previous chapter, the EU’s compelling performances with its apparent 
inclination to free trade during the 1990s and the 2000s strongly imply that the EU, as 
one of the world’s most important trading powers, plays crucially leading role in the 
current multilateral trading system. During the last fifty years, the EU has successfully 
characterized itself as an economic giant and a major trading power in the world. The 
Union, with possession of 27 member states, is now the world’s largest trader of 
goods and commercial services: according to the Commission’s calculation, the EU 
accounts for “18 percent of world trade in goods, 26 percent of trade in services and 
the source of 42 percent of world foreign direct investment”.196 

Indeed, due to the EU’s important leading power in the global trade, placing the 
EU in the current multilateral trading system to elucidate its inclination towards trade 
liberalization is going to make more sense to our analyses. With such purpose, in this 
chapter, we are about to shed some more light on the EU’s changing role in the 
multilateral trading system of the WTO, especially in the current Doha Development 
Round. 

6.1 The EU’s Changing role in Multilateral Trading System 

6.1.1 The Evolution of the Union’s Role: From Defender to Initiator 

The EU did not always show up such an active image in response to the 
previous several rounds of negotiations in the GATT as it does now. Actually, before 
the 1990s, in the most cases, the US was commonly recognized as the major initiator 
and promoter of trade negotiations in the GATT, favouring the multilateral trade 
liberalization, whereas, the EU to the contrary plays a relatively minor role as passive 
and reluctant accepter, when confronted with a succession of the US pressures. In 
other words, the US, as the world’s most devoted proponent of multilateral free trade 
during that period of time, initiated to launch the previous eight rounds of multilateral 
trade negotiations in the GATT, aiming at diminishing the level of tariffs, and to take 
a further step in the 1980s, initiated to extend the scope of the GATT to introduce 
trade in services, investment and high technology into the negotiations; however, the 
EU, on the other hand, acted conservatively and passively in the response to the 
multilateral free trade in this period, because its priorities were apparently placed on 
the further consolidation of the Union’s integration in several dimensions, building up 
a customs union and successive single European market, forging common policies 
within the Union, etc.  

However, the world witnessed some dramatic changes with regard to the EU’s 
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role in the multilateral trading system at the end of the 1980s: the US shifted its focus 
towards unilateral and regional trade measures, and whereas the EU inclined to the 
freer trade under the framework of multilateral trading system. The failure of the 1982 
GATT ministerial meeting to launch a new round of multilateral trade negotiations 
and as well as the accelerating movement of European deepening political and 
economic integration directly resulted in the US shift towards unilateralism and 
regionalism in trade. The unilateral definition of “fair trade” was witnessed in the 
1988 US Omnibus Trade and Competitiveness Act, and its regional trade initiatives 
was also mirrored in the form of the Canada-US Free Trade Agreement of 1988 and 
the coming North American Free Trade Agreement in 1991.197 

In the international dimension, the threat from the US accelerating unilateralism 
and regionalism in trade provided a very important incentive leading the EU to alter 
its role in the multilateral trading system in the 1990s: from previous reluctant 
accepter to a firm initiator and promoter. Apart from those conventional issues, such 
as agriculture, services, market access for non-agricultural products, and etc., the EU 
pressed for a comprehensive work programme in the WTO at the Singapore 
Ministerial Meeting in 1996, including investment, competition, public procurement, 
and labour standards.198 In addition, with the aims of winning the support from the 
developing countries for a comprehensive new WTO round of trade negotiations, the 
Commission also proposed to label the new round with the special focus on 
development,199 which has revealed the incentives of further incorporating developing 
countries into the current world trading system and the global economy, providing 
developing countries with more financial and technical assistances through measures 
of trade, and promising better market access to those agricultural and industrial 
products from developing countries, especially those least developed countries. This 
is main reason why the EU supported latest WTO round has been entitled with Doha 
Development Agenda. 

In the 2000s, the EU keeps its inspiring inclination towards the multilateral 
trade liberalization. The biannual WTO Review of the EU’s trade policy that was 
released in February 2007 sends out highly positive evaluations on the EU’s 
noticeable contributions to multilateral trading system and ongoing DDA negotiations, 
including the EU’s recent efforts of integrating developing countries into the 
multilateral trading system, potential value of further liberalization in the EU’s 
services market, the EU’s 2003 reform of the Common Agricultural Policy and the 
coming far-reaching conditional agricultural offers made by the EU in DDA aiming at 
conditionally and step by step slashing the trade barriers in agriculture.200 
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To briefly sum up, during the last fifty years, the EU’s role in the multilateral 
trading system has experienced a compelling process of evolution. In response to a 
succession of domestically and internationally environmental changes, the EU has 
established its leading role as an important initiator and promoter of the multilateral 
trading system in the 1990s, favouring further global trade liberalization. 

6.1.2 The EU’s Stance in the DDA Negotiations 

In recent years, the EU has emerged as an active proponent for freer global 
trade in multilateral trading system and the WTO negotiation round. This inclination 
of the EU has also been reflected in the EU’s stance in the latest ongoing DDA. 
Accordingly, some elucidation on stance of the EU on major issues such as 
agriculture, non-agricultural market access and services in the round is very 
necessary. 

Stance on Agriculture 

Due to the sensitive nature of agriculture, the multilateral negotiations on 
further liberalization in the sector have always been incredibly problematic. There is 
no exception in the DDA. Even though the EU has promised to provide some 
conditional offers aiming at phasing out current protectionist barriers in agricultural 
trade, this limited liberalization in the sector apparently does not thoroughly satisfy 
the demands of developing countries. The talks in the agricultural issues has erected 
considerable obstacles in the DDA and directly led to the suspension of the further 
negotiations. 

Three types of issues in the agricultural trade negotiations have been included 
in the DDA: market access; subsidies; and other issues, such as sanitary and 
phytosanitary measures and geographic indicators. 201  According to agricultural 
market access, the main effort that the DDA negotiations pursue is a substantial 
reduction on agricultural products, because since the Uruguay Round the quotas once 
widely used in agricultural trade have been replaced by tariff protection.202 The EU’s 
stance here is very clear that it is in favour of product-by-product tariff reduction on 
agricultural products in order to provide sufficient flexibility to protect sensitive 
sectors, rather than a formula proposed by some leading agricultural exporting 
countries aiming at producing the biggest cut in tariff peaks.203  

Speaking of agricultural subsidies, the situation is rather complicated, because 
export and domestic subsidies 204  in agriculture have been widely used by the 
developed countries to provide vital protection for their farmers and domestic 
                                                        
201 Woolcock, Stephen (2005). “Trade Policy: From Uruguay to Doha and Beyond”; in Helen Wallace & William 
Wallance & Mark A. Pollack. Policy-Making in the European Union (5th ed.). NY: Oxford University Press. pp. 
391-392. 
202 ibid. 
203 ibid. pp. 392. 
204 These are the two main types of agricultural subsidies widely applied in the developed countries. The export 
subsidies are used to help the surplus agricultural products to be exported through the measure of price support, 
while the domestic subsidies aim at protecting the vested interests of farmers through the instruments such as 
income support schemes. The former type is considered to distort the agricultural trade badly. 
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agricultural production. According to Woolcock’s calculation, the subsidies in the 
OECD countries amounted to some $360 billion, or $1 billion a day in 2000.205 In the 
DDA negotiations, one of important work programme is set to eliminate export 
subsidies within a specified period and to make significant reductions in domestic 
subsidies schemes.206 The EU’s stance here is that it is ready to negotiate elimination 
of export subsidies for those products of most interest to least developed countries, 
and agrees to step by step slash its overall trade-distorting subsidies by 75 percent, but 
is not willing to set a specified date for the abolition of such subsidies.207 In addition, 
the EU also insists that it will not make any further commitments on elimination of 
agricultural subsidies until the major developing countries promise to further open 
their markets to the EU. 

To sum up, according to agricultural issues, the EU’s performance in the DDA 
negotiations is still somewhat conservative and protectionist, but it indeed sends out 
some inspiring signals of progresses towards further liberalization. For instance, the 
EU does make considerable concessions in the negotiations, and with the special 
considerations of the competitive capabilities of the least developed countries, it 
promises to provide better market access for the products from those countries and to 
give substantial elimination of export subsidies for the products to those countries. 

Stance on Non-Agricultural Market Access 

With regard to the non-agricultural market access, the stance of the developed 
and developing countries takes a dramatic converse, compared with the one in the 
agriculture. The developed countries are willing to gain better access to huge markets 
of emerging developing economies such as Brazil, India and China, whereas on the 
contrary the developing countries exert themselves to erect higher comparative higher 
levels of market access aiming at protecting their domestic infant industries. 

In the DDA negotiations, the EU has an explicit stance on pushing for 
liberalization in industrial market access and favours the so-called “Swiss formula”, 
containing the higher cuts for the tariff peaks and the introduction of a tariff 
ceiling.208 The EU suggests that the maximum rates of tariffs on industrial products 
should not exceed 10 percent for the developed countries and 15 percent for the 
developing countries; however, this proposal is apparently rejected by the developing 
countries and they want the tariff rate of 30 percent for themselves.209 

Stance on Services 

There is no doubt that the EU is the firm proponent for liberalization of services, 
because it is commonly recognized as the world’s leading exporter of services. 

                                                        
205 Woolcock, Stephen (2005). “Trade Policy: From Uruguay to Doha and Beyond”; in Helen Wallace & William 
Wallance & Mark A. Pollack. Policy-Making in the European Union (5th ed.). NY: Oxford University Press. pp. 
392. 
206 ibid. 
207 EurActiv. “The WTO Doha Development Round”. Published: 1st August 2006 / Updated: 11th April 2007. 
http://www.euractiv.com/en/trade/wto-doha-development-round/article-157082 [Accessed on 2007-04-16]. 
208 ibid. 
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According to EurActiv’s calculation, the trade in services makes up 75 percent of the 
EU’s economy.210 Accordingly, the EU introduced the negotiations in services as a 
work programme in the Uruguay Round and continues to press for the further 
liberalization in the current DDA negotiations. Because there is no evident 
controversy in the services issues between the member states, the EU’s tactics in 
liberalizing services starts from its domestic services activities, especially the 
activities in those sectors which have already been substantially liberalized, such as 
financial services and telecommunications.211 The EU expects to, in return, to gain 
reciprocal access to other markets, especially those huge emerging markets in the 
developing countries. 

Stance on the Singapore Issues 

As we have mentioned before, the Singapore issues consist of investment, 
competition, government procurement, and trade facilitation. In the DDA the EU 
continues to press for an extensive work programme to include all the four Singapore 
issues in the multilateral negotiations. However, from the beginning, the EU is 
confronted with the firm opposition from the leading developing countries, and as a 
result, the issues of investment and competition has been withdrawn from the DDA 
negotiations table.212 

The EU’s stance on the investment bases on the grounds that the trade and 
investment are inherently interwoven with each other in the contemporary globalized 
economy. Therefore, the international investment should be regulated with the 
stronger WTO discipline. In other words, the EU argues that “the WTO requires a 
more comprehensive set of principles covering investment rather than the patchwork 
of GATT and GATS rules”.213 As for the competition, the EU’s arguments base on 
the grounds that the deepening globalization of world economy forges a compelling 
case for greater international cooperation in competition policy, and accordingly, 
active cooperation in the competition policies is needed to replace those territorially 
distinct national ones within the framework of the WTO.214 

The EU’s initiative to promote the transparency in the government procurement 
is plain to understand. The government procurement is always an important source for 
exports that can not be neglected. With the introduction of more transparent and less 
discriminatory purchasing procedures, the EU expects to help the European suppliers 
gain more opportunities to enter into the government procurement markets in all 
WTO member states without unfair treatments.215 In addition, the EU, on behalf of its 
exporters, also makes extensive efforts to promote trade facilitation, because 
numerous studies reveal that this is a mutually beneficial game: less cost of customs 
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and other administrative procedures apparently can help to generate more 
considerable gains in trade, especially for those developing countries with 
comparatively less efficient customs administrations.216 

6.2 Analyzing the EU’s Changing Role in Multilateral Trading System 

One of the most inspiring changes about the global multilateral trading system 
during the 1990s and the 2000s is that we have witnessed the EU’s growing longing 
to embrace trade liberalization. The EU has cast off its previous conservative 
appearance in the GATT’s multilateral trade negotiations and has successfully altered 
its role from reluctant accepter to proactive initiator. This remarkable evolution of the 
EU’s external trade policy conforms to the general environment of global trade 
liberalization, and of course in return, it is simultaneously becoming one of the most 
powerful strengths to press for the future continuous tendency of further liberalization 
under the framework of the WTO.  

Virtually, taking a further step to shed some more light on the reasons of the 
EU’s changing role in multilateral trading system, the emerging inclination towards 
liberalization derives from a succession of external and internal impetuses, including 
the pushes from the general environment of global trade liberalization, from a series 
of institutional construction inside the EU, from certain national governments 
favouring free trade, from the civil society, from the NGOs, and of course from a 
large number of interest and lobby groups. To be compatible with the main research 
question of this thesis, we are only about to provide some analyses on the exterior 
impetus from the global trade liberalization and the interior impetus from the 
constitutional construction inside the EU. The neglect of the others does not mean that 
they are not important. Actually, without their contributions, the EU will not manage 
to forge today’s comparatively liberalized external trade policy. 

6.2.1 Need for Free Trade - Implications from Conventional Trade Theory  

As what we have discussed in the Chapter II, the conventional trade theory, 
whose basis is mainly dependent on the principles of comparative advantage, places 
special emphasis on the different factor endowments of a country, and takes a further 
step to argue that a country should conform to its factor endowments and specialize in 
and export those goods produced intensively by the production factor that it has in 
abundance. With these important arguments, the conventional theory sketches the 
images of contemporary global trade for us and as well as provides us with a most 
compelling theoretical support for free trade. 

Indeed, we should admit that confronted with the changing patterns of global 
trade and the unprecedented evolution of deepening globalization, the conventional 
trade theory is increasingly under question, yet, according to the economists favouring 
free trade, it is still largely accepted as the standard theoretical thinking to explain 
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what is happening in the contemporary global trade. Conforming to the guiding 
principles of comparative advantage and factor endowments, the country should 
export the goods that it has abundant factor to produce. Technically speaking, this is 
exactly how the global trade is working. Let us apply the theory into the reality of 
global trade. Because of its traditional abundant production factors in capital and high 
skilled-labour, the EU right now is the world’s major exporter of high value-added 
industrial products, services, and as well as foreign direct investments. More 
specifically speaking, conforming to the principles of comparative advantage and 
factor endowments, the specialization in high value-added industry and services 
makes the EU enjoy the comparatively high productivity and efficiency in those 
sectors, and subsequently brings the comparatively low costs. Under this context, it 
undoubtedly generates considerable benefits for the EU from the trading. The more 
the EU trades, the more it benefits. 

In a word, the EU favours trade liberalization and exerts itself to press for 
multilateral negotiations under the WTO, because it deeply realizes that free trade can 
no doubt do good for it. Holding these implications from the conventional trade 
theory in mind, it will not be difficult to understand the EU’s urgent desires to create 
better market access for its industrial products and services in the developing 
countries. 

6.2.2 Response to the General Climate of the Global Trade 

Since the EU is one of the world’s most leading trading economies, the 
analyses on the EU’s changing role in the multilateral trading system increasingly 
showing the unprecedented inclination towards further trade liberalization should not 
be isolated from the general environment of global trade. According to the large 
quantities of empirical examinations that we have provided in the Chapter III, we 
come to the verdict that during the second half of twentieth century, the GATT/WTO 
does have promoted the durable increase of the global trade and provided powerful 
impetus forcing the global trade to progress towards the new era of further 
liberalization. Admittedly, this strong horsepower for free trade reached its 
culmination when the new WTO came to the power in 1995. 

In such general climate of global trade, the EU came to the so-called crossroad 
in the 1990s: to constantly stick to its traditional defensive position, or to change to 
play more proactive role in the multilateral trading system. Apparently, the latter was 
the EU’s optimum choice because the internal situation in the 1990s was exactly not 
like before. The EU successfully consolidated the Union’s integration process with a 
succession of institutional constructions, such as building up a customs union and the 
single European market, forging a series of common policies inside the Union, and etc. 
In other words, the EU in the 1990s was no longer confronted with as many pressures 
to adopt a defensive position in the multilateral trading system to protect its fragile 
foundations of the new European initiative as before. 

At the same time, the multilateral trading system of the WTO, with its guiding 
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principles, binding rules and dispute settlement regimes, provides a creditable 
platform to manage the current global trade. Negotiations, compromises and 
sometimes appropriate concessions between the member states in the multilateral 
talks under the WTO push the global trade gradually turning to be a win-win game. 
The EU has its principal objectives in the game. On the one hand, it desires to open up 
the global markets for its exporters through the progressive abolition of non-tariff 
restrictions on global trade and the further lowering of tariff barriers; and 
simultaneously it also exerts itself to provide necessary protections to its home 
producers and home market from the so-called unfair trade through the promotion of 
multilateral trade rules under the WTO, on the other hand. Therefore, in the current 
climate of global trade, in order to successfully achieve such objectives, the EU is 
clearly aware that the only best choice is to entirely cast off the previous defensive 
position and to adopt more proactive actions. In other words, what the EU firmly 
believes is that its will can only be better reflected in the outcome of negotiating 
rounds under the WTO by the means of extensively proactive and outward actions. 
Admittedly, this is exactly what the EU is doing right now in the multilateral trading 
system of the WTO: initiating new round of multilateral trading negotiations, 
incorporating more trade issues into the talks, and pressing for increasing scope and 
depth of world trade rules. 

In addition, the incentive of the EU’s changing role in the multilateral trading 
system also derives from the adjustment of its trade strategies in response to the 
changing climate of the global trade. To some extent, these trade strategic challenges 
with which the EU was confronted in the 1990s have forced it to adopt the progressive 
inclination towards further trade liberalization. As what we have already discussed 
before in this chapter, the shift of the US towards the unilateralism and regionalism 
was considered as a potential threat to the EU and directly led to the EU’s willingness 
to play more proactive and outward role in the multilateral trading system of the WTO. 
Another example is the potential threats from the emergence of APEC, which has 21 
members in Asian, Australian, and North and Latin American Continents, including 
several significant trading economies. Even though the APEC is now just a purely 
economic forum without binding treaty obligations, yet there is a possibility that it 
would ultimately become a preferential trading agreement. 217  Additionally, the 
inter-governmental discussions in the APEC forum have already touched the rules 
governing the global trade in the areas that are not yet covered by the WTO.218 
Apparently, the EU is not willing to see that it is excluded from these discussions 
about the rules for the future development of the global trade. The wisest way to 
release the tensions in response to such potential risks for the EU is to get involved 
into the discussions through an appropriate route, or in the other words, to bring the 
APEC’s efforts within the broad framework of the current WTO regime. 

In sum, for the EU, there is no doubt that the WTO is the world’s biggest and 
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most well-developed trading regime. No matter deriving from the demand of its 
domestic interests or from the current situations of global trade, being an enthusiastic 
player in the multilateral trading system and pressing for further trade liberalization 
conform exactly to what the EU wants to gain from the global trade. 

6.2.3 Analyses from the View of New Institutionalism 

Briefly speaking, the core arguments that the new institutionalism holds are that 
the institutions matter. The institutional constructions really matter in the case of the 
EU’s changing role in the global trade. Initially adopted a defensive position, and then 
changed to implement a more proactive external trade policy in the multilateral 
trading system, one of the decisive impetuses pushing for this remarkable policy 
transformation came from the completion of institutional constructions, including 
forging a customs union, the single European market, common policies and even the 
single currency. Until 1990s, a succession of institutions was established and the 
Union was unprecedentedly consolidated with these institutions. Therefore, it did feel 
that it was the right time to shift its major priorities away from the institutional 
constructions. It started to seek to play a leading role in the multilateral trading system 
and to press for trade liberalization in order to achieve broader scope of its objectives 
in the global trade. 

For the new institutionalism, the institutions that are always regarded as the sets 
of rules guiding and constraining the behaviour of the individual actors and ultimately 
helping to forge the policy outputs balancing the preferences and interests of 
participants. Here, what we should specially highlight is that this view of new 
institutionalism is precisely reflected in the EU’s institutional setting of QMV. 
According to the EU’s external trade policy, the policy-making process conforms to a 
vested set of procedure, or institution. The commission and the Council both play very 
important roles. The Commission is in charge of initiating proposals and conducting 
negotiations on behalf of the Union. In those trade areas where the EU has the 
exclusive competence, the Council of Ministers has the ultimate authority to adopt the 
trade decisions by QMV. Actually, in almost all the cases, QMV is just the decision 
rule in the Treaty, but the consensus is the practice. This practical rule of consensus 
does erect big obstacle for the Commission when it conducts negotiations, because 
there is no possibility for the Commission to take advantage of the will from the 
qualified majority of member states to outvote the minority interests. In other words, 
the member state that sees its self-interests be harmed can easily excise its veto power 
to block the adoption of trade decisions. However, the Treaty rule of QMV 
simultaneously does impose some underlying pressures on all the member state, 
encouraging compromises and sometimes concessions. Apart from the issues that the 
vital national interests are seriously affected, as regards the issues of less importance, 
compromises and concessions do take place among the member states in the Article 
133 Committee, which means that the member states in the minority generally will 
concede to the majority.  

Indeed, the institutions do matter at the stage of the adoption of trade decisions. 
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The consensus decisions in practice effectively protect the interests of the minority 
from being neglected in vital trade issues, while the rule of QMV in the Treaty 
reserves the indispensable room for compromises and concessions in the trade issues 
of less importance. Realization of this fact can also help us to acquire better 
understanding why the EU hold comparatively conservative stance in farm trade, and 
while hold quite liberalizing stance in the trade areas of industrial goods and services. 
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Chapter VII: Conclusion 

What have we witnessed for the global trade in the past 50 years? Adequate 
compelling evidences convince that rising exports and the growing scope of trade 
have greatly boosted the world economic growth and brought us the unprecedented 
prosperity. These benefits have been doubtless strengthened under the multilateral 
trading system of the GATT/WTO. Binding transparent and non-discriminatory trade 
rules and dispute settlements make the global trade operate orderly, predictably and 
creditably. At the same time, countries also gain better access to the global markets 
through the extensive efforts of several multilateral negotiating rounds. Indeed, with 
its ambitious objectives, the GATT/WTO does have promoted the trade liberalization 
around the world in the past 50 years. 

Under this general climate of increasing global trade liberalization, does the EU 
emerge in the multilateral trading system of the WTO as a force for liberalization or 
protectionism? This is a question that continues to provoke debate. In the 1990s and 
the 2000s, the EU does have inspiringly exhibited its growing inclination towards 
freer trade under the framework of WTO and increasingly become an enthusiastic and 
proactive player in the latest round of multilateral trading negotiations. However, this 
is exactly not the entire case. On the other hand, the trade protection has never been 
removed off the table, especially when the Union is confronted with the trade areas 
affinitively related to its vital domestic interests. Therefore, it is really impossible to 
conclude here that the Union is a pure force for liberalization or it is one for 
protectionism. For us, the EU, as a combination of various divergent actors, is more 
like a compound of both, because balancing the different interests and preferences 
always makes its external trade policy sway around. More accurately speaking, the 
EU has kept its two-face image in the multilateral trading system: with regard to the 
trade issues concerning to the vital interests, the Union without exception clines to 
conservative protectionism; whereas concerning the issues of less importance, 
compromises and concessions always lead the outcomes of the policy to the inspiring 
liberalization. 

Actually, once realizing the foregoing fact of the EU’s two-face image in the 
external trade policy, it has been very necessary to shed more light to provide 
elaborate analyses on both the EU’s protectionism and the inclination of liberalization. 
This is exactly what we have done in our analysis part of this thesis. 

Several reasons lead the EU to stick to using protectionist strategies in the 
so-called vital sectors. Firstly, this is the view that has been widely held by some 
politicians in the continent: the Union’s policies, especially protectionist measures, 
under some circumstances, are very necessary to be used to change the terms of trade 
to favour the domestic producers over the foreign ones, when the trade issues are 
affinitively related to the Union’s vital domestic interests. Secondly, another principal 
source of protectionism in the external trade policy comes from the policy’s nature of 
high political content. Actually, once the trade policy slides to the trend of increasing 
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politicization, it at stake inclines to be more conservative and protectionist. In case of 
the EU, it is apparent that nothing will be more important than the member states’ 
coexistence and the Union’s solidarity. Any trade decisions should conform to this 
higher political end. Moreover, the fragmentation in the EU’s policy networks also 
provides some space for the existence of protectionism. Different stakeholders with 
heterogeneous backgrounds always split up the policy-shaping process of the EU. 
Hence, powerful pressures from those protectionist stakeholders sometimes force the 
EU to conduct setback to protectionism. 

Speaking of the inclination of liberalization in the EU’s external trade policy, it 
is also promoted by several external and internal impetuses. On the one hand, the 
external general climate of global trade under the WTO provides great momentum 
driving the EU to adopt a more liberalizing trade policy and simultaneously to play 
more proactive role in the contemporary multilateral trading system. The EU is one of 
the world’s leading exporters. Freer trade can doubtless guarantee the Union to obtain 
better access to the global markets for its producers and accordingly to gain 
considerable benefits from the trading. Additionally, the apparent resurgent trend of 
unilateralism and regionalism at the end of 1980s was commonly seen by the EU as a 
threat not allowed to be neglected, and has further made the Union firmly believe that 
a proactive and outward role in the WTO conforms absolutely to its vested interests. 
With regard to the internal impetus, the completion of institutional constructions, on 
the other hand, also greatly facilitates the EU’s progress towards further trade 
liberalization. The growing consolidated and unified union allows the EU to shift its 
major priorities from previously constructing a succession of internal political 
institutions to pursuing some broader political and economic ends in the global arena, 
including a more liberalizing external trade policy, of course. In addition, the external 
trade policy-making procedures, especially the coexistence of Treaty ruled QMV and 
practical consensus at the stage of decision adoption, provide more flexibility in the 
EU’s external trade policy: on the one hand, the consensus decisions effectively 
protect the interests of the minority from being neglected in vital trade issues, while 
the rule of QMV in the Treaty reserves the indispensable room for compromises and 
concessions in the trade issues of less importance, on the other hand. 

In sum, we would like to restate our stance here on the EU’s external trade 
policy under the global trade liberalization: it is a mixture, neither pure liberalization 
nor pure protectionism. Nevertheless, after the elaborate observation in this thesis, we 
lean to adopt a little more optimistic conclusion that the EU will retain and strengthen 
its current inclination favouring global trade liberalization in the foreseeable future, 
because a number of compelling evidences reveal that the EU’s external trade policy 
is taking such a route: it sometimes takes one step backward to trade protection, but it 
inspiringly continues to take two or more steps toward trade liberalization. 
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