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Abstract

Globalization is a reality of the contemporary warlt has among others, an important econo-
mic dimension given by: the extension of the irgonal economic trade and economic cooperation;
the creation of some good and services global nigrkiee creation of some global power centers; the
apparition and the development of some forms afi@tdic integration.

The globalization process which increased the cesrdiependence of the international trade is
accelerated by the mutations which took place ertajority of countries. The communism collapse
conduced to the gradual adopting of the policieemtated toward the market in the majority of
countries in which the production and the extetirade were controlled by the state. Those countries
which in the past were doing trade only with each otteelay do more and more trade on a worldly
base. For the regulation of the international traded the development of a loyal competition were
constituted international economic organizations.

The results until now show that for some countriese@nomic entities, the globalization
process was benefic and for others had negativeetpresices. For Romania this period of transition,
the extension of international economic relatiopshis a major subject.
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1. Introduction

It's difficult to devise trade policies that raismtional welfare, and trade policy is
often dominated by interest group policies. “Horsbories” of trade policies that produce
costs that greatly exceed any conceivable benaffitaind; it is easy to be highly cynical
about the practical side of trade theory. Yet,dotf from the mid-1930s until about 1980
many advanced countries gradually removed tarifts ®ome other barriers to trade, and by
doing so, aided a rapid increase in internatiomégration. Most economists believe
progressive trade liberalization was highly benaficHow was this removal of tariffs
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politically possible? At least part of the answerthat the great post war liberalization of
trade was achieved trough international negotiatidinat is, governments agreed to engage
in mutual tariff reduction. These agreements linkeduced protection for each country’s
import competing industries to reduced protectigrother countries against that country’s
export industries. Such a linkage helps to offsehes of the political difficulties that would
otherwise prevent countries from adopting gooddrnadlicies.

2. Brief history of international trade agreements

Multilateral negotiations began at the end of therM/War 1l. Then it was thought
that such negotiations would take place under tispiaes of a proposed body called the
International Trade Organization (ITO). In 1947wiliing to wait until the ITO was in pla-
ce, a group of 23 countries began trade negotimtiomer a provisional set of rules that
became known as the General Agreement on TariffsTaade (GATT. Because it ran into
severe political oppositions, the ITO was nevealgsthed.

Officially, the GATT wasn’t an organization but agreement, and the participating
countries weren't members but contracting parti@d.995, was established the World Tra-
de Organization (WTO), and so was finally createel formal organization envisaged 50
years earlier. However, the GATT rules remain ircég and the basic logic of the system
remains the same. The principal ratchet in theesyss the process of binding. When a
tariff rate is “bound”, the country imposing theitis agrees to not raise the rate in future.
At present, about three quarters of tariff ratedémeloping counties are bound, and almost
all tariffs rates in developed countries.

The GATT-WTO system generally tries, in additionbioding tariffs, to prevent non
tariff interventions in trade. Export subsidies am# allowed, with one big exception: back
at the GATT's inception the United States insisted loophole for agricultural exports,
which has since been exploited by the EuropeanrJiitost of the actual cost of protection
in the United States comes from import quotas. G&ETT-WTO system made often
successful efforts to remove such quotas or to exrikiem in tariffs. New import quota are
generally forbidden except as temporary measuredetd with “market disruption”, an
undefined phrase usually interpreted to mean swfjgsports that threaten to put domestic
sector suddenly out of business. [Bossche, 2005, 90

The lever used to make forward progress in somesgtigirzed process known as a tra-
de round, in which a large group of countries gejether to negotiate a set of tariff
reductions and other measures to liberalize tr&dght trade rounds have been completed
since 1947, the last of which — the Uruguay Rouachmleted in 1994 — established the
WTO.

The first five trade rounds of GATT took the forrh marallel bilateral negotiations,
where each country negotiates pair wise with a rarmobcountries at once.

The sixth multilateral trade agreement, known a&sKknnedy Round, was completed
in 1967. This agreement involved an across-theeb68f6 reduction in tariffs by the major
industrial countries, except for specified indwestrivhose tariffs were left unchanged. At fi-
nal, the Kennedy Round reduced average tariffsdoyg35%.

The Tokyo Round completed in 1979 reduced tariffadormula more complex than
the Kennedy Round. There were established new cadesn effort to control the
proliferation of non tariff barriers.
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In 1994 was completed the eight round, the Urugiaynd. The end results of this
round are not easy to summarize, but however th&t mgortant results may be grouped
under two headings, administrative reforms andetidzbralization.

In 2001, a meeting in Doha inaugurated the nintimdo The round slow progress has
been marked by disagreements between developed dawdloping counties over
agricultural protection.

The World Trade Organization's Ministerial Confererin Doha resulted in some far-
reaching decisions on the future development offi® [Panizzon, 2006, 142-145]:

* Launch a new round of trade negotiations - the Dbagelopment Agenda (DDA) -
comprising both further trade liberalization andwneule-making, underpinned by
commitments to strengthen substantially assistemdeveloping countries;

« Help developing countries implement the existing@dgreements;

 Interpret the TRIPS (Trade Related Aspects of letthal Property Rights)
Agreement in a manner that ensures Members' rigider TRIPS to take actions to protect
public health.

Unlike the previous three WTO ministerial meetimg$Seattle, Doha, and Cancun, the
2005 WTO Hong Kong ministerial did not fold in aacis of street riots; it did not drag past
deadline to a strained conclusion with many delegatalready on their planes home; and it
did not collapse in a flurry of finger pointing ardame. There, however, the relative
success largely ends, for the text agreed in Homggikvas a lost opportunity to make trade
fairer for poor people around the world. The agreetreflects rich country interests far
more than those of developing countries.

Developing countries in Hong Kong continued to adidgte into a number of
different blocs, thereby increasing their voiceti®e negotiations. Hong Kong saw the
different groups come together to form a looseaafle called the G110 to put pressure on
the EU and USA to reform their agriculture regimelis was partly in response to the rich
countries’ attempts to play developing countrisagfinst one another.

In agriculture, the bulk of the work remains todmne, notably in disciplining rich co-
untry domestic subsidies, which lead to dumping r@mdain largely untouched.

The final ministerial declaration contained somexanigains on agriculture, such as
setting a 2013 end date for export subsidies, aadiging developing countries with extra
flexibility to protect their small farmers. Thereassome progress on preventing the abuse
of food aid as a disguised form of dumping, butotion, the steps agreed fell short even of
those required by the cotton panel ruling agaimstiSA.

Developing countries successfully fended off sohthe attempts to force open their
markets to Northern industrial and service sectdmswvever, even the toned-down text on
non-agricultural market access (NAMA) and servigasinimical to development.

The offer of duty-free, quota-free market accesgh® poorest countries contains
sufficient loopholes to rob the agreement of almaibtwvalue. An ‘aid for trade’ deal was
agreed consisting largely of recycled money, andrehwas no progress on other
“development issues”.

Other major issues were left for further negotiatio be completed by the end of
2006. The July 2006 talks in Geneva failed to remchagreement about reducing farming
subsidies and lowering import taxes, and contimmatf the negotiations will take months
to resume. In June 2007, negotiations within thédmund broke down at a conference in
Potsdamas a major impasse occurred between the US,théngia and Brazil. The main
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disagreement was over opening up agricultural addstrial markets in various countries
and also how to cut rich nation farm subsidies.

The most international trade agreements involvetbradiscriminatory reduction in
tariff rates. Such nondiscrimination is normal imshtariffs. All countries granted Most
Favored Nation (MFN) status pays the same ratadfd'eeduction under the GATT always
— with one important exception — made on an MFNshdhere are however, some impor-
tant cases in which nations establish preferetraaling agreements under which the tariffs
they apply to each other’s products are lower tha&rrates on the same goods coming from
other countries. The GATT generally prohibits sagneements but makes a rather strange
exception; it is acceptable if countries X and Yeggto have zero tariffs on each other’s
products, but is against the rules for country BAawe lower tariffs on imports from country
X. That is, the GATT forbids preferential tradingraements in general, but allows them if
they lead to free trade between the agreeing desntr

In general, two or more countries agreeing to distaliree trade can do so in one of
two ways. They can establish a free trade areayhith each country’s goods can be
shipped to the other without tariffs, but in whitte counties set tariffs against the outside
world independently. Or they can establish a custonon, in which the counties must
agree on tariff rates.

3. Romania’s membership to WTO

Romania was a founding member of the WTO in 199bta#iffs are bound at ceiling
rates, and Romania is eliminating tariffs on pradumvered by the information technology
agreement (ITA). Adding to its Uruguay Round commahts on services, Romania is a
party to the WTO Agreements on Financial Servicesl &asic Telecommunication
Services. Romania actively participates in the Widgularly notifying Members of policy
developments. In particular, standards for intéllat property protection and their
enforcement were notified in advance of 2000, wRemania's transitional arrangements
end, and reviewed by the WTO Council for the Agreatmon Trade-Related Aspects of
Intellectual Property Rights (TRIPS). Romania atemcluded free-trade agreements with
the European Communities, EFTA, CEFTA, Moldova andrkey. For the future,
Romania’'s paramount national goal is to join theoRean Union (EU), its most important
trading partner. [Ghibutiu, 2004, 14-19]

The basic reform of the trade regime was in pladbaatime of Romania's first Review
in December 1992: the end of the State's monopolyrade, and the use of the customs
tariff as the main instrument of commercial poli®uring 1997-98, Romania ended the
practice, which had intensified in 1995-96, of temgry tariff exemptions subject to quotas;
this practice had been queried at the first Reviglivremaining quantitative restrictions on
exports were eliminated, replaced with automatiersing for statistical purposes. No anti-
dumping, countervailing or safeguard measures hbgen taken under the WTO
Agreements during the period under review.

At the border, Romania levies customs duties, gmoimnsurcharge (4% in 1999), a
customs commission (0.5%), specific or ad valorexcise taxes on certain products
(including tobacco products, alcoholic beverage#fee, and automobiles), on top of which
a basic VAT rate of 22% applies. Due to the growingportance of indirect taxes in
government revenue (38% in 1998), priority is giternhe collection of taxes at the border.
On excisable products, in particular, relativelygthilevels of duties and taxes have
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contributed to smuggling, customs fraud and allegat of improper conduct by customs
personnel. In response, border controls have kteemgshened, although importers may find
the resulting customs procedures complex, cumbersortime-consuming.

The new Customs Code of 1997 unified the regimeirfgrorters and exporters in a
single framework, and approximated the EU's Cust@uode. The principles of customs
valuation are largely the same. Comparison valuse wsed until 1998 for products subject
to excise taxes, but were replaced in 1999 witlatalthse of prices. Other features of the
Code are the availability of duty-suspension regirfwith the authorization of Customs) to
facilitate inward and outward processing activitifemania also has five "free zones".

Tariff policy on industrial products has been stalAverage applied MFN rates have
remained steady at 16%, well below the bound lexfelsome 35%. Their scope of
application is narrowed by the free-trade agreemwiitth partners in the region, as well as
by GSTP preferences for developing countries. Raamifree-trade agreements with the
EU and EFTA require the elimination of remainingffa on non-agricultural imports from
these origins by 2002; this is likely to lead tormdantense competition on the domestic
market for sensitive products such as footweattjl¢eand clothing products, where tariff
elimination was back-loaded. On agricultural pradu®omania applied in mid-1995 the
levels of MFN tariff rates bound in its WTO SchesluReductions have been made on a
temporary basis starting in 1997, and largely nadireid in 1998 and 1999. These reductions
brought the simple average applied MFN tariff omi@dtural products down to 33.9%,
compared with an average bound rate of 134.1%gifauthorities find it necessary, this gap
leaves ample room for tariff increases within bimgdi, and may impart a certain degree of
uncertainty to the tariff system.

In spite of the importance of tax collection to gavment revenue, a large number of
laws provide local enterprises with exemptions frima payment of customs duties and
taxes collected at the border. In 1999, exemptiweie available under various regimes for
investment (notably for in-kind contributions of ujgment and vehicles), for products
imported under leasing contracts and for "complexports (notably plants and ships).
Excise tax reductions apply to tobacco products modor vehicles produced with local
content. The authorities have also periodicallyduseéax incentive in an effort to stimulate
domestic production for export; the latest such snes a reduction of 50% on the tax on
profits from exports of goods and services, wadorce in 1997, suspended in 1998,
reintroduced on 1 January 1999, but suspended aga® in March 1999 for budgetary
reasons.

The investment regime has been open and liberahglihe period under review,
containing guarantees against nationalization omprapiation without sufficient
compensation. Key improvements in the investmegime are external current account
convertibility and the principle of equality betweéoreign and domestic investors, thus
establishing a uniform business framework for almpanies established in Romania.
Foreign direct investment played only a minor risleRomania’s transition between 1989
and 1996, with levels becoming more significantyanl 1997 and 1998. The relatively low
level of foreign direct investment to date is arstable to economic development, in terms
of the modernization of the capital base and aveatf jobs in the private sector.

Romanian companies are subject to a profit taxi¢bade of 38%), local taxes and
withholding taxes, as well as employee taxes onewdgn average 23%), the latter in lieu
of a personal income tax. At the same time, ptafkt holidays are available, in 1999, for
investment in disadvantaged regions, oil and gatoeation or designated investments of at
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least $50 million with a major impact on economittivty. Small and medium-sized
enterprises thus carry a relatively heavier bumfetaxation than large companies; reducing
their tax burden and simplifying the regime wouldes a priority to foster their
development. Although the practice of granting Btugent incentives is very widespread
among WTO Members, their cost-effectiveness in araging investment is open to
question.
Since the last trade policy review, Romania’s ecoyp@nd society have continuously
and more determinedly advanced towards a functipmiarket economy.
= The experience of the last few years has showndledialisation represents not only
potential benefits, but also challenges for manyntides. The increasing international
competition, the rise in oil prices, the uncert@stregarding exchange rates, fast
growing economies of emerging Asia are some ofefleenents that characterize the
global economic environment. Despite all theseri@tonal developments Romania
managed to enforce a liberal trade policy, basethenmultilateral mechanisms and
rules. The commercial policy decision-making precasns at transforming Romanian
economy into a market economy while ensuring thatdlpcers act in a competitive bu-
siness environment, focused on an active involveinethe globalisation process.
= One of the most significant lessons Romania haséehin the period under review is
the paramount importance of assuming the respditgibf action in implementing the
provisions of the international multilateral agresms. Steps taken in the capacity
building area and ripping the advantages of thgseesnents prove the importance of
institutional commitment and consistency of poétidecision.

4. Romania’s progress regarding market economy

During the last years the Romanian economy markedascending trend and,
accordingly, the macroeconomic background becameufable. In this respect one can
mention inflation mitigation, consolidation of thdational Bank of Romania’'s (NBR)
foreign exchange reserves, economic growth, samfly strengthened banking system,
relatively reduced foreign public debt, while theog-term one is acceptable. Romania
focuses its efforts to complete the necessary mefdior complying with the commitments
taken in the process of preparing the accessiothéoEuropean Union. The economic
recovery, started in 2000, continued at a sustgdaee based on the acceleration of exports,
domestic demand and investments. During all thesesy Romania effectively correlated
the strong economic growth with disinflation ané thaintaining within sustainable limits
of the current account and budget deficits.

Since 2000, the macroeconomic environment has iagralecisively, building upon
the cumulative impact of successive rounds of stirat reform steps, increased openness
and competition in the economy and the adoptioa ofore balanced and responsive policy
mix. Despite a less favorable international envinent, since 2001, economic growth
remained robust, inflation declined steadily antemal vulnerability decreased over the pe-
riod. Since 1999, the unemployment rate has beiely faw and stable. [Ghibutiu, 2004,
14-19]

The authorities’ commitment to achieving macroecnitostabilisation and bringing
forward structural reforms has become more enduaimd) consensus on the objectives of
economic policy gradually emerged.
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The substantial efforts for reform undertaken by Bomanian authorities over the last
years were transposed today in a stable macroegommvironment, but the reform process
is still ongoing. Romania is moving towards a simstble macroeconomic stability by
deepening structural reforms.

The macro-economic policy measures applied, mdbk#yfiscal and monetary ones,
induced changes in the contribution of demand famsamption and of the demand for
investment to increase Gross Domestic Product. dasethe improvement of the business
environment investment appetite developed, whileeifm investment intensified, thus
leading to almost a two-fold increase in the cdmittion of the gross fixed capital formation
to the real increase in Gross Domestic Product.

Romania will continue its efforts for strengthenidgmocracy, political and economic
stability. It is the only way to become an actived asuccessful competitor in the global
economy, where competitive strengths are basedgbnvlalue-added products and services,
quality, innovation and entrepreneurship. Gregigrnational competitiveness is not a goal
in itself. It ensures high economic growth, whichréturn ensures a strong and prosperous
country with high quality of life and social weléar

Romania’s external trade flows continue to be thestmdynamic sector of the
economy, their growth rates being higher than thaisether macroeconomic indicators.
Exports have been one of the main drivers of ecangmwth. However since 2003, do-
mestic demand, boostemhter alia by growing investments, disinflation, rapid credit
expansion and high real wages, gained momentum

At the conclusion of the Uruguay Round, Romaniartaball tariff lines, accepted the
multilateral agreements and three of the four natéiral (except for the Agreement on Pub-
lic Procurement).

The rules and mechanisms of the multilateral trgdipstem were and still are very
important tools for drafting our trade policy. Dugithe last ten years the process of exami-
nation of our notifications proved that Romania €itly observe its commitments under
WTO.

The bound levels of customs duties were reducedyeygar according to Romania’s
Schedule of commitments. Furthermore, in many casgeecially due to participation to re-
gional agreements, the applied levels were belewtiund levels.

Pursuing the principle of an open economy, Romaas always been a supporter of
the liberalization process within the WTO. Thus,niRmia accepted to eliminate the cus-
toms duties on ITA products, being party to theinfation Technology Agreement.

Also, being aware of the potential developmenthaf services sector, Romania took
part in the process leading to the conclusion otd®ol IV and V of GATS (basic telecom
and financial services) and submitted lists of ggecommitments.

As regards trade defense measures, during thedpenider review, Romania notified
that no safeguard, anti-dumping or countervailirepeure was taken.

Romania fully observed its commitments in subsidjzthe agricultural sector, the
domestic support granted to farmers being wittérminimurrevel. Export subsidies were
granted only to a small part of cereals exports.
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5. Conclusions

In the past 10 years, the process of examinatidhe@Romanian trade policy proved
that Romania entirely respected the engagementsmass toward the World Trade
Organization.

Presently, Romania remains an active member of #Wimdde Organization. Since the
last trade policy review, Romania’s delegation ipgrated actively to the ministerial
conferences from Doha, Cancun and Hong Kong.

Romania’s firmly engagement toward the multilatératle system was emphasized by
the active role these played in coordinating th#edint commissions. Following the
principle of an open economy, Romania always swsthihe process of liberalization of the
World Trade Organization.

Examination of national trade policies representextremely important activity in the
frame of World Trade Organization. This is centeoadthe policy and economic and trade
practices of each member in the areas covered bynthltilateral agreements which
constitutes the system of World Trade Organizatides and disciplines.
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