FINANCIAL TIMES WEDNESDAY DECEMBER 20 2006

BILL EMMOTT and ROY MACLAREN

round of World Trade Organi-
-sation talks, Angela Merkel,
he German chancelior,

recenﬂy renewed a long-standing Ger- -

man call for a transatlantic free trade
area embracing the European Union
and the three members of the North
American Free Trade Agreement. Pater
Mandelson, the EU's trade corumis-

Doha advocacy. He urged bilateral and
regicnal agreements as the only early
route to further liberalisation of trade
and investment.

However, it is not yet clear how seri-
ous Mrs Merkel, is about the idea; and
the EU commissioner, in his lst of pri-
orities for bilateral agreements, never
mentioned a transatlantic initiative. In
effect, he said Yes to India, South
Kored, Russia and the 10 member
states of the Association of Southeast
Asian Nations; but No to Canada and
the US (Mexico was earlier favoured by
the BEU with a free trade agreement of
sorts).

We belleve that this is a mistake —
but unfortunately not a new one.
Despite repeated German urgings and
Britain’'s . traditional free-trade
instincts, Europe has long shunmed
even the exploration of a comprohen-
sive transatiantic trade and investment
agreement, beginning with its unfortu-

nate rejection of a Canadian proposal .

as early as 199 to make Nato an eco-
nomic ag well as & military alliance.
More recently, Brussels has rebuffed
Canadian and US proposals for a trans-

fter the debacle of the'Doha’

‘atlantic frée frade accord; argiing that

any such agreement would undermine
the global nature of trade and mvest-
ment Hberalisation.

The EU argumeiit begins with the

.idéa that all energles must be conden-

trated on completing the Doha rofind,

‘Second, it 1s said that sub-global apree-
Mments..canhave a."spaghetti 'nou!rl"
effect by ;cumplicating mtematienal
sioner, followed with his own post- ding:

'that developing countnes despite exist-

ing’ preferentia} or duty-free’ access to
developed-world marlkets, might feel
excluded {(even if a transatlantic deal
were open to any who could meet its
terms).

A global round would indeed be the
best solution. But that is sadly not
likely to be available. Now Mr Mandel-
son, without admitting it, has turned
the trade world upside down by saying
reglonal agreements are the thing ;-
except transatlantic ones. But why nqt
transatlantic? In his advoeacy of bilat-
eral deals, Mr Mandelson emphasises
new ndes for investment, competition,
public procurement and other non-tar-
Hf barriers, as well as elimination of all
remaining tariffs, but he offers no rec-
ognition that in these most contentious
areas progress is more likely transat-
Iantically than globally. Since a trans-
atlantic agreement ought properly to
be open to other, extra-regional coun-
tries to join if they can dccept its disci-
plines, it offers a fine way to accelerate
progress on these issues, not hinder it.
Neither Mr Mandelson nor his prede-

COMMENT

cessof lids explained why North Amer: "

ica is excluded from FEurope’s new

bilateralism, but at the end of the day-
trade’in agricultural products must ‘be

in . their minds  ag tho basic,; or aver

Insurmountable, obstacle. As lohg as
- Europe, for. domestic pohtical Tedsons, &
ciings ito-its anachronistic Cummon k

Agricultural Policy and the US to its
hardly less-extravapgant Farm. Bﬂl :]
multalateral trade agreement a;:years
maposs:i:le Yet for a trans tlantic fre

Trade punsts may well
protes_t that the mtentionai

Jof agncuiture
fro a transat[antic

WTO requirements that it embrace

“substantially all trade”, agricultural
products would form only a small
amount of total trade.

Trade purists may well protest that’

the intentional exclusion of agriculture
from a transatlantic agreement is
unthinkable. Mr Mandelson himself
has talked somewhat vaguely of the
need for “deep free irade agresment
across the full range of sectors”,
given the infransigence on both zides
about agriculturral protectionism, the

but

alternative” to- its ekclusién from an

- agreement is to do nothing. Yet the

prizes in every -other trade sector are

’_new 50 large. that ag‘riculmre whjch :

for ‘exampls, in any: UIzidi i agToes

‘ment); or postponed for later consideras’ |
‘tion,~once the French: ‘have elected’ a

new président.: Cﬂncentratmn should

‘now_be on barriers behind borders,
such- as’ régulations; EOVErnment pro-

curement and investment rides. This

" would be Tio “quick political fix?; ‘but'a
i w1de-mnging “Doha-plus” - transatlantic
- -inltiative,. .open to all who qualify.

Transatiantic ties have been strained
V& he Anglo-Ainérican invasion of
Iraq Enhanced ‘trade and investment

Iinks -can how :do somethjng to offset

the damage And if the BU and the UGS
o' hot yet feel'quite ready fo take the
hmge an EU-Canada initidtive, build-
ing partly on the precedent of the exist-
ing El-Mexico agreement, could be a

HE vyt step pointing the way to.a later

comprehensive transatiantic agresment
pending of course any real resumption
of the Doha round. If a transatlantic
counctl of eminent persons’ were now
to be appointed, it could usefully be
asked to recommend first steps. Why
wait?

The wrz’lfers, a former editor of The

Economist and a former Canadian min- -
ister for international trade respectively,
are co-chatrmen of the Canada-Europe
business round table :



