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			Estonia’s 20th Anniversary in the World Trade Organization

			Last spring, we celebrated the 15th anniversary of Estonia’s membership of the European Union and NATO, and now it is time to look back on its 20 years in the World Trade Organization (WTO). The November issue of Diplomaatia explores what benefits WTO membership has brought to Estonia and what the future of world trade could be like.

			Roberto Azevêdo, WTO Director-General, writes about the importance of trade. “Recent research shows that WTO membership affects countries’ trade performance more than previously thought. Joining the WTO or its predecessor, the General Agreement on Tariffs and Trade, raised trade between members by 171%,” says Azevêdo.

			Kristina Uibopuu, who represented Estonia at the WTO, writes about the difficulties of reaching agreements in the organisation. “It is clear that no multilateral agreements can be signed in the WTO without the support of key states, which means that, before any potential compromise can be made at the multilateral level, the trade war between its two largest member states must first be satisfactorily concluded,” writes Uibopuu. “However, since the world is continually changing while it waits for the greats to resolve their argument, we may see a WTO in which a significant number of new agreements are concluded between specific parties, i.e. only a few member states that have both the desire to enter into new deals and the willingness to compromise.” 

			Diplomaatia’s interview with Denis Redonnet, Director for WTO Legal Affairs and Trade in Goods at the European Commission’s Directorate-General for Trade, focuses on the EU’s role in protecting WTO rules. “The WTO, and before it the General Agreement on Tariffs and Trade, has been the set of rules that insulated trade from the pressures of other international affairs for more than 70 years,” he writes. “Without it, trade would be at the mercy of other diplomatic, security and political priorities .... We have recently had a taste of what it means to not follow the rules; to prefer unilateral action over cooperation. Now the WTO is in crisis and the EU is on the front line of the fight to save it,” says Redonnet.

			University of Tartu researchers Urmas Varblane and Matthias Juust write about the trade war between the US and China and how it may lead to an economic crisis. “The economic effect of the trade war between two of the world’s largest countries is complicated and has a global impact. In simple terms, imposing trade restrictions inevitably brings about an economic recession,” they write.

			Diplomat Veikko Montonen explores the European Commission’s role in trade negotiations and its importance to Estonia. Scholar Viljar Veebel looks at the Baltic defence options.

			Ethnologist Aimar Ventsel reviews new books on international relations.
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			 The World Trade Organization Needs an Update

			The loss of trade rules increases economic instability
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			Roberto Azevêdo, 

			WTO Director-General

			Before assuming the position of WTO Director-General in 2013, Roberto Azevêdo represented Brazil in various trade negotiations. In 2008, he was appointed the Permanent Representative of Brazil to the WTO.

			The creation of the World Trade Organization in 1995 marked a new era of cooperation in international economic relations. Binding, enforceable global rules covering trade in goods and services facilitated rapid growth in international commerce. Since 1995, the dollar value of world trade has increased by a factor of 3.8 while the real volume of world trade has expanded by 270%. This far exceeds growth in world GDP, which has doubled over the same period.

			Estonia joined the WTO in 2000, which marked another milestone in its far-reaching economic reforms after regaining independence. Like its subsequent membership of the European Union, WTO accession was an important step in consolidating Estonia’s ambitious and successful opening-up and reshaping of its economy. Estonia’s exports of goods and services have grown almost tenfold, from around 2.96 billion US dollars in 1995 to $22.78 billion dollars in 2018. Today, Estonia is well integrated with its neighbours and the wider world, and a leader in digital technology and policy.

			Estonia’s successes exemplify the gains that have been made possible by the multilateral trading system. Predictably open international markets give businesses the confidence to invest with an eye to supplying the global marketplace, irrespective of the size of a country’s domestic economy. By providing a platform for negotiating, enforcing and monitoring the rules that keep markets broadly open, the WTO has made an important contribution to national economies, and to the global economy as a whole.
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			How the WTO Contributes to Trade and Development

			Recent research shows that WTO membership affects countries’ trade performance more than previously thought. Joining the WTO or its predecessor, the General Agreement on Tariffs and Trade, raised trade between members by 171%. Trade between members and non-members has grown by 88% (Larch, Monteiro, Piermartini and Yotov, 2019). 

			The multilateral trading system has contributed to the expansion of international commerce and to development in multiple ways.

			First, multilateral trade cooperation has achieved substantial tariff liberalisation. While the average tariff applied during the trade war of the 1930s was around 50% (Bagwell and Staiger, 2002), the average tariff applied by WTO members today is only around 9%, down from 11% in 1995. The core role of the WTO in underpinning and anchoring world trade growth is often overlooked. In fact, despite the explosion of preferential trade agreements (PTAs), over 80% of world merchandise trade still takes place on the basis of non-discriminatory MFN (Most Favoured Nation) tariffs. In addition, the requirement to set binding ceilings for tariffs gives businesses confidence that tariffs in target markets and at home will not rise sharply overnight, encouraging them to invest in export-oriented production and import sourcing. Research confirms that the stable and predictable trading environment the WTO has helped create led to new firms starting to export and charge lower prices (Feng, Li and Swenson, 2017). Because of competition, third-country exporters also lowered their mark-ups, making consumers the big beneficiaries from lower prices (Amiti, Dai, Feenstra and Romalis, 2017). For the US, research has estimated that reduced prices following China’s accession to the WTO increased consumers’ income by at least 0.8%, the welfare equivalent of an eight-percentage-point tariff decrease (Handley and Limão, 2017). WTO economists have shown how export growth following accession is faster in sectors in which tariff bindings lead to large reductions in trade policy uncertainty (Jakubik and Piermartini, 2019). 

			Second, the WTO’s legal framework, based on core principles like non-discrimination, science-based policy on food safety and product standards, and constraints on the use of subsidies has helped create a level playing field both for businesses and for countries. By balancing members’ use of policy measures to achieve domestic objectives with obligations to limit their potential trade-distorting impacts, these rules enhance transparency and reduce the scope for regulation to be used as a means of arbitrary trade restrictions. Farmers and manufacturers exporting can thus expect not to face unreasonable sanitary/phytosanitary or technical barriers to trade.

			Third, the WTO increases transparency with regard to trade, which helps reduce costs associated with doing business across borders. Members’ legal commitments indicate in detail the limits on their use of tariffs and subsidies, while shedding light on market access conditions for different products. In addition, members have committed to sharing draft regulatory measures and standards before adoption, which creates the opportunity for trading partners to engage in dialogue if they think a proposed measure is more trade-restrictive than necessary. Economists estimate that approximately 6% of total trade barriers are information costs (Anderson and Wincoop, 2004).

			Fourth, for countries that have joined the WTO over the past 25 years, the accession process has promoted domestic policy reforms and market-opening commitments. WTO accessions are often associated with significant increases in growth and investment, especially for countries that undertake substantial reforms. While the pickup in growth is typically sustained only for the first five years after accession, the economy is estimated to be permanently larger by 20% as a result of accession to the WTO (Tang and Wei, 2009). 

			Fifth, binding dispute settlement plays a central role in the WTO system. It enhances the credibility of the rules, provides a means for members to hold each other to account for perceived infractions, and reduces the scope for trade disputes to become politicised or pretexts for escalating tit-for-tat retaliation. The dispute-settlement system, which has been highly effective, is central to the WTO’s place as one of fundamental pillars of global economic governance. Many disputes are resolved before they reach the litigation stage, but once they do, compliance with rulings is very high, with around 90% of rulings having been fully implemented.

			The predictable market conditions fostered by the WTO have combined with improvements in computing and communications technology to make it possible for businesses to disaggregate manufacturing production across countries and regions. Instead of consolidating production, processing and associated services within single geographical areas or even factories, firms were able to locate each activity or source from wherever it could be done most cost-effectively. This can be seen in the dramatic rise of Global Value Chains (GVCs) since the 1990s. The typical “Made in country X” labels in manufactured goods should today more fittingly say “Made in the World”. Many mobile phones, for example, are assembled in China but designed in the United States, with sophisticated inputs such as semiconductors and processors made in the Republic of Korea. Trade within GVCs today accounts for almost 70% of total trade (WBG et al., 2017). The rise of GVCs has been a key factor in enabling rapid growth in developing countries, while facilitating increased purchasing power and consumer choice in developed countries. Within GVCs, know-how and capital typically flow from developed to developing countries. This has enabled developing and emerging countries, especially in Eastern Europe and Asia, to increase their participation in trade and narrow the gap between domestic living standards and those in advanced economies. From 1995 to 2011, developing countries doubled their share in GVC trade from 16% to 33% (Kummritz and Quast, 2016). Estonia increased its participation in GVCs during this period by over 44%.

			The WTO’s influence has extended far beyond formally negotiated commitments and rules; as countries witnessed the gains that came with greater integration into international markets, they autonomously lowered their own trade barriers.

			Growth and Development Gains Threatened by Trade Tensions

			The trade tensions seen in recent years have started to give us a taste of what the world might look like without the WTO. Unilateral tariffs and other trade measures have been met with retaliation in kind. 

			Even the WTO’s dispute-settlement system has been affected, with its Appellate Body facing paralysis. Amid differences of view among WTO members about the way the Appellate Body operates, the appointment of new members has been blocked for want of consensus. It is now down to only three members—the minimum required to hear an appeal—with two set to retire in December, which will render the body inquorate and unable to hear appeals. This would add to the uncertainty resulting from new tariffs and other trade restrictions. If trade disputes cannot be impartially resolved, the chances are increased that governments will take measures into their own hands and retaliate against allegedly offending parties. This could prompt counter-retaliation and escalation.

			A growing body of economic analysis suggests that trade-related uncertainty about future market conditions is causing businesses to hold back on investment, diminishing future growth and productivity. 

			Economic policy uncertainty (as measured by the frequency of phrases related to such uncertainty in press reports) negatively correlates with trade at the global level. Trade-related uncertainty (a more specific indicator of trade tensions, based on reports by the Economist Intelligence Unit) was relatively low and stable for 20 years. As the China-US trade war escalated in 2019, it jumped tenfold from previous highs. The effects of this increased uncertainty are already visible. In August, as economic policy uncertainty reached a peak, worldwide export orders dropped to their lowest level since October 2012. The weakness of these forward-looking indicators suggests that uncertainty related to trade will continue to weigh on global commerce and output in the coming months. The WTO has recently lowered its forecasts for world trade. Merchandise trade growth in 2019 is expected to slow to 1.2%, down sharply from 3% in 2018 and 4.6% in the previous year. Trade is expected to pick up a bit in 2020, with moderate growth of 2.7%, but this would depend on a return to more normal trade relations. 

			Using the WTO Global Trade Model, a quantitative trade model used for medium-term projections, WTO economists have estimated the effects of a full-blown global trade conflict. In such a scenario, countries would raise tariffs on average by 32% from current levels. It is not a pretty picture: a 1.96% reduction in global GDP in 2022 (about 1.7 trillion dollars less) and a 17% reduction (or a decline of 3.9 trillion dollars) in global trade. For comparison’s sake, consider that global GDP fell about 2.1% and global trade 12.4% in the global financial crisis of 2008–9. Other academic studies have estimated that unconstrained trade conflict today could reduce GDP by more than what occurred during that crisis. And behind these aggregate numbers, the sectoral effects go into double digits in many countries. For instance, oilseed production in the United States is projected to fall by more than a third; motor vehicle production is projected to fall by 11% in the EU; and China is expected to suffer a 16% reduction in apparel production (Bekkers and Teh, 2019).

			Households in economies large and small are being affected by the current trade tensions. There is already evidence that US tariff increases are being passed on to consumers, instead of forcing importers to lower the price they pay suppliers (Amiti, Redding and Weinstein, 2019; Fajgelbaum, Goldberg, Kennedy and Khandelwal, 2019; Cavallo, Gopinath, Neiman and Tang, 2019).

			Cooperation or Fragmentation

			In the absence of enforceable multilateral rules, it is conceivable that international trade will start to be increasingly governed by a patchwork of rules anchored in different regional trade agreements. 

			A world of diverging economic blocs would come with substantial costs. In the absence of shared rules and standards, businesses would have to spend money on complying with a wide variety of regulations if they wanted to trade outside their home bloc. Even within regional blocs, companies would have to deploy resources to prove compliance with rules of origin designed to keep out foreign inputs. Compliance costs would weigh heavily on larger businesses, and rule smaller businesses out of trade. 

			A multi-tiered regulatory world could emerge, in which some countries could be marginalised and the right of the strongest prevails. In principle, mutual recognition of standards could mitigate the negative trade effects of diverging regulatory standards. But there may be a lock-in effect when harmonisation occurs at the regional level, with large trade-diverting effects and reduced incentives for further liberalisation. There is also a scenario in which different standards are not interoperable, and efficiency gains—one of the core reasons to trade in the first place—are lost. 

			We are not yet in this fragmentation scenario. And if we make the right choices in the coming months and years, a brighter future awaits us. This will require updates to the WTO rulebook, much of which dates back to the Uruguay Round in the early 1990s—before the explosion of the internet or China’s accession to the WTO. Updating the system’s rules to keep up with the dynamic global economy it helped create would go some way towards easing the tensions surrounding trade.

			The positive news is that WTO members are finding ways to advance. Reform has been moving forward since the 2013 accord on trade facilitation, and the expansion of the Information Technology Agreement two years later. At time of writing, members are working to harvest an agreement to curb fisheries subsidies. And since 2017, groups of like-minded members have come together to explore potential new rules on issues such as electronic commerce, helping small businesses to trade, and investment facilitation. These “joint initiatives” allowing countries who want to move forward—and those who want to wait—to do so.

			Swiftly resolving the Appellate Body impasse will be critical to restoring certainty and cooperation to global trade relations. While multilateral consultations on a potential solution continue, some WTO members are exploring alternatives. Vietnam and Indonesia have agreed to abide by rulings made by initial panels in their disputes, without seeking to appeal. Meanwhile, the EU and Canada, as well as Norway and the EU, have agreed to an arbitration mechanism for bilateral disputes. 

			Conclusion

			Estonia, for 15 years now a member of the EU, has been a strong supporter of rules-based trade and the WTO. For the WTO to continue serving as a basis for Estonia’s integration into the international economy, the ongoing reform process needs the vocal support of members such as Estonia. 

			The world needs this organisation more than ever. Without it, we would face a future of uncertainty, trade wars, lower growth, lower salaries and diminished job opportunities everywhere—in countries big and small, developed and developing. In our own national interests, we have to use this moment to strengthen global cooperation on trade.
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			 How Are Agreements Reached at the WTO?

			An agreement at the World Trade Organization can lead to hard feelings back home
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			Kristiina Uibopuu, 

			Director of Strategy, Estonian Ministry of Rural Affairs

			Kristina Uibopuu was the agricultural adviser at Estonia’s Permanent Representation to the WTO from 2012 to 2019.

			A widespread belief has recently emerged that the WTO has not managed to conclude any agreements for years and the latest success story in trade agreements dates back to 30 years ago. Fortunately, the reality is a bit more positive. As we look at the various multilateral trade agreements that WTO member states have managed to conclude unanimously, we should refresh our memory and go back in history to the organisation’s early days. 

			It all began with the 1947 trade negotiations in which, as a cornerstone for subsequent agreements, a rule was established stipulating that countries could not discriminate against each other in trade, which meant that countries that joined the agreement had to treat each other equally in commerce. While early negotiations were mainly aimed at lowering tariffs, later the obligation to reduce non-tariff restrictions and rules on anti-dumping came into the discussion. The resulting agreement was named the General Agreement on Tariffs and Trade (or GATT) and a fair proportion of its rules still constitute an important part of the WTO’s current regulations. 

			The Uruguay Round of negotiations, held between 1986 and 1994, led to the establishment of the WTO. Remarkably, in 1997 sixty-nine countries agreed on the extensive liberalisation of telecommunications services. In 2000, an extremely difficult task was undertaken: negotiations to liberalise agriculture and the services market. Both topics became part of the Doha Round agenda (named after the 4th WTO Ministerial Conference, which took place in Qatar in 2001). In addition to agriculture, the highly ambitious plan for negotiations in Doha included non-agricultural tariffs, commerce and the environment, facilitating trade, rules on public procurement and intellectual property. The issue of special treatment for developing countries was addressed under all headings, which meant allowing distinctions and less strict rules for these countries, as it was clear that the world’s poorest or developing states need concessions to catch up with developed countries.

			How far have these negotiations come? Again, the general belief is nowhere, and the reason for this lies in the fact that agriculture—the most politically sensitive and heated topic in the WTO—has not attained the long-awaited appropriate solution established in the Doha Round. At that time the goal was to liberalise agricultural tariffs and to implement fair (some even say equal) rules for the allocation of agricultural subsidies. The reason agriculture has been at the centre of the negotiations becomes clear when we look at the list of WTO members: almost three-quarters of the organisation’s 164 member states are developing countries, whose main economic sector (or one of them) is agriculture, including agricultural trade. 

			Nevertheless, the WTO has managed to establish very important rules for global commerce following the Doha Round. For example, in 2011 countries agreed to expand the rules on public procurement, which is estimated to be worth about 100 trillion US dollars a year globally. In 2013, after years of work, there was a breakthrough at the ministerial conference in Bali and WTO countries approved the Trade Facilitation Agreement (TFA) with the goal of harmonising administrative procedures related to trade and cutting down on bureaucracy. The agreement came into force in 2017 and is estimated to reduce trade-related costs by 14%; it should increase the volume of trade by one trillion US dollars a year. In 2015, 15-year-long arguments about eliminating agricultural export subsidies came to a successful conclusion; it was decided that all WTO countries must eliminate this form of support, and today most have done so. Also in 2015, the existing IT agreement was expanded, with tariffs on over 200 IT products (worth 1.3 trillion US dollars a year) being eliminated.
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					Disagreements in the WTO: a French wine store in Los Angeles. The US has decided to raise tariffs on European products and received permission to do so from the WTO. 
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			“How were those agreements achieved?” and “Why does it all take so long?” are probably the most common questions I have heard during my eight years of working with the WTO. 

			To try and answer these questions, we should first compare trade during the early years of the GATT with the position today. Commerce has grown immensely (thanks largely to the WTO’s regulations), global export volume alone has grown 250-fold compared to 1948, and each year trade grows an average of 1.5 times faster than the global economy as a whole. Moreover, those who stayed away from the GATT negotiations—some of them poor developing countries who were not members of the WTO—have today grown to become some of the biggest main product groups’ exporters and key players in WTO negotiations. Interests—and conflicts of interest—in multilateral trade negotiations are therefore many times greater than they were during the years following World War II. 

			Concluding agreements today is clearly more time-consuming, as the WTO now has 164 members and decisions must be made unanimously—the organisation doesn’t have qualified majority voting, which would not be possible due to the big difference in the development levels of the countries. As the WTO is the only international organisation that establishes legally binding global trade rules, countries and their political leaders weigh their choices carefully before compromising because, as with most major agreements, to accomplish something you need to give something up. The rules agreed in the WTO are not UN-resolution-type political documents—failing to comply is not followed by sanctions—but rather agreements, which lead to specific repercussions from the WTO’s Dispute Settlement Body (DSB, the so-called “WTO court”), if their obligations are not fulfilled. 

			A frequent problem is that processing complaints in the DSB takes longer than the appellant would like and sometimes the damage caused to a country’s commerce or businesses has already become irreversible. It all takes time due to the multifaceted nature of commerce and the technical and political complexity of the issues. If you look at any of the WTO’s agreements or decisions made by the DSB, you can see that they are complex, detailed texts, a mix of sector-specific nuances and legal detail. Thus, both negotiations on agreements and legal disputes require the contribution of experts on the relevant sector and international trade lawyers. It comes as no surprise that sectoral experts are often involved in negotiations in Geneva, which are mainly handled by diplomats. Sometimes the experts are even permanently engaged on-site or the parties appoint experts in a certain field as diplomats. The EU, with 28 countries, is often the only member of the WTO that has a mix of economists, sectoral experts and lawyers engaged in important negotiations. In addition, there are the representatives of the EU’s member states, whose backgrounds might vary from agriculture to law. 

			The WTO’s biggest decisions are made at the ministerial conferences that take place every two years. News of breakthroughs or failures usually reaches the world media and puts the WTO in the spotlight only at these times, and it seems as if nothing happens in between. In reality, all the big WTO decisions are crafted during the period between the ministerial conferences when technical and time-consuming diplomatic negotiations take place at the organisation’s headquarters in Geneva. In their work, diplomats take into account the instructions of their home government and, besides political will, the key to success often lies in the diplomats’ personal ability to explain and pass on their message about their country’s position (discussions are often so specific that extremely thorough knowledge in macro- and microeconomics and pure mathematics and a detailed knowledge of a country’s economic outlook are needed). However, the ability to listen to and understand the problems of other countries or groups of countries and the reasons behind their opposing positions is also necessary. The way diplomats can explain to their governments the complexity of WTO negotiations and the perspectives of possible compromises is also imperative. 

			The greater a country’s economic interests in a sector being negotiated, the more complicated it is for them to see the future benefit of compromise. In sectors in which political interests are strong and the competing interests of the world economy’s major players have a high impact, reaching an agreement is, even today, complicated—to put it mildly. Binding topics together is more of a rule than the exception in the WTO. For example, the EU, Australia, Canada and some other countries have done a lot to find a solution to one of the biggest problems in the WTO today: the crisis over the DSB due the US blocking the appointment of new members, demanding an extensive reform of the body’s principles. Efforts have now lasted for a year, but a solution has not so far been found. The word “solution” has been attributed wildly different meanings by major countries and the stakes are too high to compromise even slightly. Blocking the appointment of DSB members might have some other hidden agenda, so that the US can resolve some issues that have not been dealt with previously. 

			How was it possible to reach agreement on politically sensitive issues before? It has never been easy, and the heated political arguments at the ministerial conferences that have followed diplomats’ preparatory work have been anything but straightforward. To build up pressure to conclude the necessary agreements, an additional day and night have been added to the conference on the last three occasions. 

			It is no secret that China, the US, the EU, India, Brazil and Canada usually have an imperative role in making the key decision, and on more than one occasion a multilateral agreement is essentially secured when these parties have reached a compromise; Indonesia and South Africa are also very influential. In 2013, political leaders from the trade sectors of the US, India and the EU sat together for over 24 hours to reach a difficult compromise in the preliminary agreement on agricultural food security for developing countries. The need for this agreement was fundamental, as the prime minister of India had unambiguously stated that, without it, India would not sign the TFA, the content of which had been drafted over years of diplomatic argument and was ready for political approval. The difficult compromise was finally achieved in the early morning of an additional day at the ministerial conference, which also concluded the historic TFA. The great hall filled with top politicians and diplomats from 164 countries cheered the WTO’s Director-General and the host country’s minister of commerce, who was instrumental in reaching the compromise. The Indian minister was heavily criticised back home as he was considered to have sold out his country’s interests whilst Western Europe and the US thought that the compromise was more than generous towards India. Sometimes agreements are good even when both sides of the argument think that they lost!

			Negotiations are complicated by the fact that the topics—be it agriculture, services, intellectual property or something else—are often intertwined, and often artificially connected by countries. This means, for one thing, that when one country decides to compromise and, for example, substantially cuts its agricultural subsidies or completely eliminates them, when choosing its negotiating tactics this country’s government will wonder what to do about tariffs, having put the country in a more disadvantageous position by supporting agriculture compared to other similar WTO states. Should it raise tariffs? Other countries would definitely not approve of such behaviour—even if it remains within the allowed tariff margins—but, as long as it complies with the WTO rules, it is allowed. In 2005, for example, the EU made a significant compromise at the ministerial conference by promising to eliminate export subsidies if other WTO members compromised on topics important to the EU. The other countries never followed through, so the EU remained in a defensive position on this issue for years. This compromise was also an important lesson for the EU not to conclude agreements when it is not clear what other parties may do. Nevertheless, we should give credit to the EU as the negotiating tactics were founded on values for reaching important agreements in the WTO—“I will compromise when you do”. It took another ten long years for the historic agreement to eliminate export subsidies to be agreed by all members during the Nairobi Ministerial Conference in 2015. 

			The historic Nairobi agreement characterises well why the WTO is not in a hopeless situation in concluding new trade agreements: while in 2005 the EU held on tightly to some protectionist measures, in 2015 it was among those that loudly demanded the elimination of export subsidies. Let’s not forget that this was the common position of 28 EU member states, including major agricultural economies such as France and Poland. 

			If a country’s economic policies change, so do its positions in the WTO. It is clear that no multilateral agreements can be signed in the WTO without the support of key states, which means that, before any potential compromise can be made at the multilateral level, the trade war between its two largest member states must first be satisfactorily concluded. However, since the world is continually changing while it waits for the greats to resolve their argument, we may see a WTO in which a significant number of new agreements are concluded between specific parties, i.e. only a few member states that have both the desire to enter into new deals and the willingness to compromise.
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			The World Trade Organization is in Crisis and Must Be Reformed

			The European Union is taking a stand to open up the WTO 

			Erkki Bahovski

			 

			Denis Redonnet, Director for WTO, Legal Affairs and Trade in Goods at the European Commission’s Directorate-General for Trade, tells Diplomaatia that reforming the WTO would guarantee peace and stability in trade for future generations. 

			Diplomaatia: What are the key priorities of the incoming European Commission in trade policy, both multilaterally and in the EU’s bilateral trade negotiations? Is the WTO and the multilateral trading system still important for the EU in achieving its goals?      

			Redonnet: In the past, trade policy was the realm of policy experts and niche reporters, not the subject of public debate. These days, that has all changed. Trade is now front and centre. There are a number of reasons for this shift—not least a transforming global environment, in which trade has become a tool in a larger competition. 

			As a result, trade has entered the public discourse like never before, and at a time when we face many new challenges, most notably rising trade tensions between China and the US, as well as a crisis at the WTO. It is these challenges that president-elect Ursula von der Leyen has charged Commissioner-designate Phil Hogan with facing up to. In his hearing at the European Parliament, the Commissioner-designate has already indicated some of the ways he plans to tackle them.

			Priority number one is to preserve stability for trade on the world stage. The WTO, and before it the General Agreement on Tariffs and Trade, has been the set of rules that insulated trade from the pressures of other international affairs for more than 70 years. Without it, trade would be at the mercy of other diplomatic, security and political priorities—raising barriers and blocking trade that businesses and consumers need to thrive. We have recently had a taste of what it means to not follow the rules—to prefer unilateral action instead of cooperation. Now the WTO is in crisis and the EU is on the front line of the fight to save it.

			Second, continuing to create opportunities for EU companies and workers. We already do this by opening up new markets through negotiations. This will continue to be important, but our next focus will be on making sure those agreements work as was agreed. The Commission will create a Chief Trade Enforcement Officer charged with overseeing this.

			Third, making trade a force for good. Sustainable development, fighting climate change, upholding human rights and social standards—these are at the centre of trade. We already have provisions to support these in every new trade agreement. Now we are looking at additional tools, like a Carbon Border Tax.

			Fourth, ensuring the fairest possible environment for our businesses, to level the playing field. Whenever unfair practices emerge, we need to defend ourselves, where necessary through our trade-defence instruments. Where we are open and others are not, we need to stand up for ourselves—like fighting for openness in public contracts.

			Finally, recognising that trade has a role to play in security and geopolitics. We need to ensure trade does not make us vulnerable, using measures such as our new system for screening foreign direct investment in cases where it threatens security or public order. We will continue work on other security issues too, like controlling the trade in items that can be used in surveillance or other dual-use items, such as those that can also be used for military purposes.
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			What role does the EU play in the WTO? Can we influence its deliberations and outcomes? 

			The EU is a leader in the WTO, for several reasons. We are a major global economy, we rely heavily on the open rules-based system, and as a group of nations we are used to finding agreement and compromise. But the primary reason we have this role is that we embraced it from the very beginning. From negotiations to day-to-day work and dispute settlement, the EU is a major player.

			This means that, facing pressure on the system from trade wars, countries making decisions outside the system and deadlock in rule-making, the EU has a responsibility to step up. We are doing so by putting forward proposals for updating the system to deal with 21st-century issues, for example in e-commerce. Coming to a deal on e-commerce would not only be economically significant—unlocking gains in a global services industry worth over 27 trillion euros—but it would also prove that the system still works. We now have a diverse group of about 80 members on board, including the US, China, Japan, Brazil, Laos and Kenya. Together we aim to eliminate barriers to electronic transactions like diverging standards on electronic contracts and signatures, to protect consumers in online transactions, to facilitate cross-border data flows and to make it easier for businesses to access global markets.

			We are building coalitions to pursue this and other reforms too—it is important to include larger partners like the US and China, as well as smaller countries. For the reform to have legitimacy, it must have broad buy-in.

			Is the WTO in crisis? Why is there talk about modernising and reforming the organisation? 

			In short, yes, and for several reasons.

			When China joined the WTO in 2001, it brought growth and dynamism, but also new challenges. For example, its model of state-led capitalism violates the principles of the WTO in ways that are hard for the rules to tackle. Another example is that China is now the fastest-growing economy in the world and fully industrialised, yet its government still claims the rights of a developing country. On top of this, add in the difficulties in updating the rules due to the need to reach a consensus among 164 countries and you have a pressure cooker of growing frustration and an undermining of the system.

			The US, which usually drives consensus in the system, has reacted to this by turning away from the WTO. Its unilateral actions against China are weakening the system, as is its blocking of appointments to the dispute-settlement panel. 

			Most members agree that the WTO needs to change—the disagreement is on how. The EU has put forward a proposal suggesting several updates, including to the way it negotiates its dispute settlement and transparency. This is a proposal to open the conversation—it is up to the next Commission to drive this work forward. One thing is clear: it can only be legitimate and relevant if it provides solutions to address the market distortions that upset the level playing field and are the root cause of the crisis.

			How is work in the WTO related to sustainable development and climate change, which are increasingly at the centre of public debate?

			The challenges of climate change and sustainable development are not European or Nigerian, Chinese or American, Australian or Argentinian—they are global challenges, and global challenges require global solutions. The WTO has the potential to play a pivotal role in working together on the Sustainable Development Goals and mitigating climate change. We have already seen the role that trade can play as the EU and its partners have increasingly integrated sustainability issues over the past years.

			However, we need to be cautious. While development and environmental questions have a well-established place in the WTO’s work, for many members labour issues are still sensitive. Gender issues are increasingly considered, but still relatively new. We must not forget that the WTO is on the verge of collapse. We should not overload the system with new ideas while it is threatening to crumble—our first priority should be to ensure that the system survives. Nevertheless, addressing sustainability issues is part of the equation.

			Commission president-elect Ursula von der Leyen has promised to propose a European Green Deal in her first 100 days in office. What effect will this have on EU trade policy?

			The European Green Deal contains about 20 different policy proposals, spanning from the adoption of a new industrial policy and disciplines on fisheries subsidies to banning single-use plastics and making food production more sustainable. There are policies that more directly affect trade, like the Carbon Border Tax and holding maritime transport to high standards on emissions, but the scope is so broad that it is hard to analyse the full impact. What is clear is that achieving a climate-neutral economy by 2050 entails a fundamental transformation of our economy and will certainly affect trade. 

			Trade policy can pull its weight to contribute to the Green Deal through our trade agreement chapters on sustainable development and climate, integrating climate objectives into our other chapters and using agreements as a platform for further cooperation with partners. 

			In the Mission Letter to Commissioner-designate for Trade Phil Hogan, the president-elect stresses the need to strengthen Europe’s ability to protect itself from unfair trade practices. What will this mean in practice? Will there be any new initiatives by the Commission?  

			What this means is standing up for ourselves and standing up for open trade—but we need to make sure that reasonable protection does not turn into protectionism! Our first priority is always to actively promote the use of fair-trade practices through bilateral, plurilateral and multilateral negotiations. However, if this does not work, we need the tools to protect the hundreds of thousands of jobs and companies that are threatened by unfair competition every day.

			We recently updated our trade-defence instruments to deal with unfair trade more effectively, and we believe this is working. Another priority is in respect of the International Procurement Instrument. The need for such an instrument is pressing. The EU opens up its government procurement because it’s good for competition, good for choice and good for public spending—we expect our partners to do the same.

			How can the WTO play a role in reducing trade tensions between China and the US as well as the EU?   

			The US-China confrontation is affecting the global community. It increases uncertainty, puts pressure on markets and threatens to trigger an economic downturn. A solution worked out between them may fix things in the short term, but it would be inherently unstable and may risk negative spillovers on other members.

			Only a solution anchored in the multilateral system is sustainable. By updating the system to deal with China’s distortions, restoring a functional dispute-settlement system and modernising the rulebook for the 21st century, we will not only restore peace and stability to international trade, but we will guarantee it for another generation.

			 

			This interview was conducted via e-mail in cooperation with the Estonian Ministry of Foreign Affairs.
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			Escalation of the China-US Trade War Could Lead to an Economic Crisis

			The future of the World Trade Organization is not rosy
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			Urmas Varblane was a member of the Economic Committee of the President of the Republic of Estonia from 2002 to 2006. Since 2009 he has been a member of the Supervisory Board of the Bank of Estonia (Eesti Pank) and the Head of the Department of Humanities and Social Sciences at the Estonian Academy of Sciences. Since 2014, he has been a member of the Estonian Fiscal Council and the Senate of the University of Tartu. He has published and edited over 270 publications, and furthered his education in Augsburg (Germany), Bentley College (US) and University College London and at the Zernike Group (Groningen, the Netherlands). In 2003, Varblane was awarded the Estonian National Research Award in Social Sciences. He has been a member of the Estonian Academy of Sciences since 2009.

			Trade relations between China and the US have been tense for decades, but the trade war rose to new peaks in early 2018. As this conflict has profound economic policy implications and is part of a broader global power struggle, any agreement currently being negotiated is unlikely to bring about a lasting solution to the tensions between the two countries. The combination of immense international economic friction and personality-centred factors could lead to a full-scale global trade war and financial crisis in the short term. In the long run, the tug-of-war between the two superpowers threatens to bring about the complete marginalisation of the World Trade Organization (WTO). Unavoidably, this war also affects the European Union, which must carefully balance its economic interests, security considerations, and values.

			The Roots of a New Wave of Protectionism

			One of the root causes of the current direction of US trade policy is the globalisation of the international economy, the profits from which have not been equally shared by all sections of society. From the point of view of economics, the removal of customs and other trade barriers helps to increase the financial well-being of a country, whether due to specialisation, economies of scale or innovation. However, these benefits might not be shared equally in society either. In the US context, the main losers from globalisation are unskilled workers, whose real income (i.e. given the simultaneous rise in prices) has remained unchanged for 30 years.1 This has been made possible by the employment of hundreds of millions of Asian and Latin American workers, whose salary levels are significantly lower. While the technological development and the gradual automation of production have also led to job losses in the industrial sector, it is much more impressive in political rhetoric to blame other countries. Thus, international trade has played an essential role in the economic success of the US, but for a specific social group it poses an existential threat to their habitual way of life and income.

			The media coverage of the US-China trade war has so far remained primarily focused on president Donald Trump, although the turn towards protectionism would probably have taken place without him too. For example, in the run-up to the 2016 presidential election, Democratic Party candidate Hillary Clinton said she would not support US involvement in the Trans-Pacific Partnership (TPP), which she had advocated as Obama’s secretary of state. Although Clinton justified her change of mind by pointing to substantive shortcomings in the final agreement, this decision was probably also due to a change in public opinion on free trade. Ironically, trade policy has become one of the few topics on which the current president’s principles resemble those of his biggest political opponents. Like Trump, earlier US trade agreements—such as NAFTA—and their destructive impact on the working class have also been criticised by “democratic socialists” such as Bernie Sanders and Alexandria Ocasio-Cortez. Thus, pulling the brake on the liberalisation of international trade in the US seems an inevitable trend, not a one-person solo project.
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					Chinese cars waiting to be loaded on a ship in Lianyungang, Jiangsu Province. Chinese imports and exports declined more than expected in September this year due to US tariffs and declining global demand.
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			Trump’s Trade Policies

			However, to a large extent, Trump’s personality is a major factor in the way the US tries to address current trade-policy issues. Typically, as a businessman, Trump began bargaining right at the start of his presidency. While the TPP was abandoned without further ado, the new president wanted to have NAFTA (dating from 1994) and the trade agreement with South Korea (2012) amended, justifying this by the need to reduce the US trade deficit and bring jobs back to America. At least in formal terms, he was successful because the partners in both treaties met the US halfway, but it remains questionable whether there was any substance to the changes. The opportunity to show off his deal-making skills and to send a message to the public about prioritising US interests was perhaps even more important than the new content of the treaties.

			Trump’s style and the focus of his messages have influenced the emphasis of the entire US-China trade war. At first glance, the problem is straightforward: China exports more to the US than vice versa, causing the US to lose both profit and jobs. At the same time, one might ask: why not import the goods that consumers want and can afford? The global value chains that have emerged over recent decades, employing cheaper offshore labour, have made available to the average US and European consumer a variety of products that would previously have been considered luxury items.

			Through his rhetoric, as well as by imposing duties and other restrictions, Trump is trying to attract investors to the US economy and draw finance away from China. Here, he has put forward both national security arguments and the fight for human rights to justify his actions. Nevertheless, with all this activity, it is clear that, in economic terms, the US needs China and China needs the US; the countries are like yin and yang, complementing each other. This interdependence was well illustrated by the bans imposed on Huawei and their subsequent relaxation. Even the president of the US is not capable of a loss-free rupture of the value chain that has evolved. At the same time, Huawei cannot do without high-tech components manufactured in the US.

			While the American economy as a whole is still doing pretty well, the message is mixed in some states that will play a crucial role in Trump’s re-election, such as Michigan, Pennsylvania and Wisconsin. On the one hand, the Chinese countermeasures and high customs tariffs have hurt American agricultural companies that export directly to China. US farmers have been particularly hit by the trade war, as a whopping one-quarter of their exports go to China.2 On the other hand, customs duties on China have made US companies that use Chinese input in their final products less competitive, such as the automotive industry which is based on Chinese steel.

			China’s Dishonest Commercial Practices

			However, China may also be subject to legitimate trade-policy-related reprimands. In China, intellectual property theft and state aid issues are a significant source of controversy. The first of these, industrial copying, has been one of the pillars of China’s economic miracle, because the Chinese have not had to bear the costs of creating new technologies themselves. Intellectual property theft is not only the result of cutting-edge industrial espionage but also a widespread practice whereby foreign companies set up joint ventures with local enterprises and essentially transfer their technology to them. The problem of state aid arises in the face of global market competition, with regulation by or injections of money from the Chinese central government giving local businesses an advantage over their competitors.

			This is where we finally come to the real problem of trading with China, which is not unique to the US—Europe, the other innovation centre, faces identical risks. As security partners, the US and the EU also share more specific concerns, such as over-reliance on China’s ICT infrastructure or other future technologies. Given the rise in Europe of political populism, whose supporters are broadly similar to those of Trump in socio-economic terms, the broader trade-policy concerns of the US and the EU appear almost identical. 

			Impact of the Trade War on the EU and the World

			Instead of transatlantic cooperation, president Trump has favoured a unilateral approach to China, which coincides with his “America First” policy principles. What is more, the US and the EU are also facing a limited trade conflict. Bruno Le Maire, the French Minister of the Economy and Finance, hit the nail on the head by saying that the winner in the EU-US trade war was China. However, it is difficult for Europe to choose sides in the trade war between Beijing and Washington. Supporting China seems inconceivable because the US and Europe share similar concerns and are security allies. At the same time, endorsing the US approach would run counter to EU principles founded on a rules-based and multilateral trading system. In addition, China is one of the most promising foreign markets that it would be better not to aggravate. To take a neutral position, there is the hope that, with the mutual Sino-US sanctions, European products will become more competitive in both the Chinese and the US markets. On the other hand, the EU must consider the possibility of diverting some of the goods moving between the two hostile sides to the European market, the over-saturation of which could cause problems for local producers. 

			In summary, the economic effect of the trade war between two of the world’s largest countries is complicated and has a global impact. In simple terms, imposing trade restrictions inevitably brings about an economic recession. Even if customs duties fill the coffers of one country, collecting them requires additional resources. Non-tariff barriers to trade—from quotas to unreasonable product standards—may stop trade completely. At the same time, trade sanctions imposed by one country are likely to provoke a similar reaction from the other. Thus, one of the possible short-term consequences of the escalation of the trade war is an economic crisis, as (intermediate) products and services can no longer cross national borders, and the complex clockwork of the international economy stops. Various economic growth forecasting agencies, such as the World Bank, the International Monetary Fund and the OECD, have already reduced economic growth indicators for the coming years.

			The Role of the WTO in Resolving Trade Conflicts

			To prevent prisoner dilemmas in the international economy, the General Agreement on Tariffs and Trade (GATT) was signed in 1947. Negotiations over the agreement led to a decrease in international tariffs: while after World War II the average customs duty rate was close to 40%, in 2017 it was 1.66% in the US, 1.79% in the EU and 3.83% in China.3 With the emergence of new trends in international trade in the 1980s and the lack of dispute settlement measures, the GATT increasingly began to justify its humorous alternative name—the General Agreement of Talk and Talk. The need to address issues such as foreign investment, trade in services and the protection of intellectual property led to the establishment of the WTO in 1995, which had more dynamic dispute settlement mechanisms than the GATT, recognised in practice by member states.

			In its turn, the WTO is now in trouble. One of the obstacles to the development of the multilateral trading system is the initial justification for its creation: to bring almost all countries to a common negotiating table. As trade negotiations are conducted on an all-or-nothing basis, the Doha Round (which was initially development-oriented) has been dragging on since 2001. A stalemate has emerged between developed industrial countries, their allies and developing countries. It is simply no longer possible to push for a solution if dozens of developing countries oppose it. As a result of the Doha Round being delayed, many countries have decided to enter into bilateral trade agreements, which are allowed under WTO rules as long as they do not lead to an increase in trade barriers with third countries.

			A New Rise in the Bilateral Approach

			The conclusion of bilateral agreements entails both opportunities and risks for the multilateral negotiating system. There are economists who believe that such agreements support the liberalisation of global trade. For example, recent EU FTAs with Canada and Japan might be examples for the rest of the world. Compared to earlier agreements, they lead to significantly closer economic integration and include new areas, such as the protection of geographical indications and human rights, on which it would be extremely difficult to reach consensus multilaterally. Other countries’ desire to share the benefits of trade liberalisation may, therefore, also motivate them to join existing trade associations. But there are also a large number of experts who believe that the conclusion of bilateral agreements leads to fragmented and polarised world trade, which hinders any multilateral development. The WTO will then become a bystander in which countries just talk but nothing can be agreed.

			In the light of the US-China trade war, however, bilateral approaches seem to have prevailed in both trade negotiations and trade wars. By contrast, the WTO seems to gain the attention of the major powers only if it benefits them. As president, Donald Trump has repeatedly criticised the WTO for treating the US unfairly. Based on this allegation, Washington has blocked the appointment of new members to the WTO’s Dispute Settlement Body (DSB). Since only one judge will continue to serve in this body from December but three judges are needed to make decisions, the DSB’s activity may be suspended altogether. At the same time, Trump welcomed the WTO’s decision in early October to allow the US to impose 7.5 billion dollars’-worth of customs duties on EU goods after European countries were found guilty of illegal state aid to the aircraft manufacturer Airbus. EU aeronautical products were subjected to 10% customs duty and EU agricultural exports (such as selected cheeses and wines) to 25%, both of which are rather hefty in the context of developed countries.

			At the same time, the Airbus state aid case is an excellent example of a WTO failure. The trade dispute over the aeronautical industry began as early as 2004, when the US accused the EU of subsidising Airbus, to which the EU responded with a complaint about US state aid for Boeing. In 2010–11, the WTO ruled that both parties were guilty of the unfair subsidisation of their aeronautical companies, but the exact extent of countermeasures allowed by the arbitration has only now been determined. The US was authorised to impose customs tariff countermeasures in early October, and the EU is likely to impose tariffs of the same magnitude in a few months. All in all, both sides are winners and losers at the same time.

			In addition to the slowness of the decision-making mechanism, the WTO as it stands seems incapable of resolving trade problems with China. True, statistics show that the US has won 19 of the 23 complaints against China since joining the WTO.4 (The remaining four complaints are still pending.) At the same time, China has won five of the 15 complaints filed against the US, while six are currently pending. However, problems with China are more fundamental. In fact, even the intellectual property issues have been in the air since Bill Clinton’s presidency, but recently there has been a move towards more advanced imitation rather than just copying CDs. In practice, the issue has not been resolved by legally binding commitments or obligations taken on when joining the WTO (details of which can be found, for example, in the US Trade Representative’s report to Congress).5 Although the arguments are likely to continue on both sides, the contradictions fundamentally boil down to a different understanding of the role of the state in the economy. China is willing to compromise on many details, but certainly not in the fundamentals of its economic model. 

			The Future of International Trade

			As we look to the future of the WTO, we will once again come to the much-discussed point of the need for reform. Although the political will of major powers is a prerequisite for reform, systemic changes in the global economy must be taken into account in finding a new solution. According to Richard Baldwin, a respected economist, the WTO was fit to regulate 20th-century trade, which was based on cross-border product sales and market access.6 But 21st-century trade is a two-way flow of goods, services, knowledge, investments and professionals. Instead of simple market access, developed countries are, figuratively speaking, providing developing countries their factories, thereby enabling them to industrialise. At the same time, developing countries are expected to implement reforms to protect the tangible and intangible assets of private companies. A universal solution to all 21st-century problems seems unrealistic, which is why Baldwin also suggests that the WTO could remain in place for the resolution of old-fashioned disputes, but that more complex issues should be resolved through bilateral agreements.

			At the same time, China has wanted to exchange access rights to its market in return for Western factories and technology without further reforms. This contradiction has led to more conflict. In general terms, two paths have been proposed thus far in respect of China: either the West or China needs to change. In the first case, it is recognised that the Chinese economy is so vital to the West that it must be treated exceptionally. The second option means trying to punish China and deprive it of the benefits of closer economic integration.

			In this context, on 27 October a remarkable joint statement was published by 37 US and Chinese economists, including five Nobel laureates (among them Joseph Stiglitz and Michael Spence). They argued that the current understanding of resolving a trade conflict involves a choice for China of following all the rules of multilateral trade and integration or facing being decoupled from the global trade system. The parties making the joint statement consider that a third way—a compromise that respects the WTO’s rules but is more flexible in interpretation—is necessary and possible. 

			“We believe this approach preserves the bulk of the gains from trade between the two economies, without presuming convergence in economic models,” the statement said.7

			They also argued that this would be in line with the current multilateral trading system, although it would extend the rights of both the US and China arising from the existing WTO rules. The statement illustrates the complexity of implementing the current WTO rules on China, and also seeks to formulate more general principles on how to add flexibility to the WTO system. Overall, this seems to be in line with the ideas of Harvard professor Dani Rodrik, who has advocated giving countries more political space to pursue and defend their domestic economic priorities. China has its own development logic, which cannot be broken by force; rather, the trade relations framework needs to be made more flexible. 
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			EU Trade Policy and Estonia: What are our Opportunities and Role?

			The European Commission is a powerful instrument for conducting trade negotiations
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			diplomat

			Veikko Montonen is a diplomat at the Estonian Permanent Representation to the European Union in Brussels. His duties include participating in the work of the Trade Policy Committee. Between 2015 and 2018, Montonen worked at the Estonian Permanent Representation in Geneva, covering topics related to the UN’s economic organisations and the WTO.  

			Trade policy is an important tool for countries seeking to achieve their goals both at home and internationally. Domestically, trade contributes to economic growth and the creation of new jobs. The European Union has calculated that, on average, 70,000 euros-worth of exports will provide one job, and that 36 million jobs were dependent on exports in 2017. In addition, externally there is an opportunity to influence the behaviour of trading partners. Both domestic and foreign policy are currently at the centre of heated discussions, especially in relation to the steps taken by China—which, as the European Commission said,1 is at the same time a negotiating partner, a cooperation partner, an economic competitor and a systemic rival of Europe and the United States. The EU, as the largest trading bloc in the world, has a strong position on these and other trade-policy issues. As a single market with 500 million consumers, it is both the largest importer and exporter, whose attitudes cannot be ignored by any trading partner.

			But what does trade policy mean for a country that is a member of the EU? Can “its own” trade policy be pursued at all? At first glance, the answer is no, because the EU has a single trade policy—otherwise, it would be very difficult to ensure the functioning of the single market, which is the cornerstone of the Union, based on the customs union and equal treatment. As a result, the common trade policy falls within the exclusive competence of the EU through the Treaty of Rome, in force since 1958 and by which the European Economic Community was established. Article 113 of the treaty mandated the future Commission to negotiate trade with third countries and, where necessary, to protect the single market, for example in cases where a third country exports goods at below cost (so-called “dumping”). This is now established in Article 207 of the Treaty on the Functioning of the European Union (TFEU), in the chapter governing external actions of the EU. In view of the increasing complexity of trade agreements, it should be added that the common trade policy is based on the movement not only of goods, but also of services, trade aspects of intellectual property, and foreign direct investment.

			In practice, this means that EU member states give up the right to their own negotiations and dealings on trade with third countries in the World Trade Organization (WTO). The common trade policy brought both visible and legal effects to Estonia upon joining the EU. Visually, this meant that, in May 2004, the Estonian diplomat no longer took her place in the WTO according to the usual alphabetical order but took the nameplate and walked to the end of the room, where the EU countries and the Commission sat in one group. And since that day, Estonia has not spoken in the WTO (with some exceptions) as, by convention, the Commission speaks for the whole EU. Of course, Estonia is still a full member of this organisation, and thus there is every reason to celebrate our 20th year of membership, but things have not changed in a similar manner for us as in the UN. In legal terms, the change was greatest in respect of the bilateral trade agreements Estonia had concluded, which had to be cancelled as our trade relations began to be governed by the agreements those countries had made with the EU. There were, of course, legal changes in the WTO as well, where Estonia’s obligations had to be brought into line with the terms that the EU—a separate WTO member in its own right—had negotiated for itself. Among other things, this meant increasing several tariffs that Estonia had fixed in the WTO in the spirit of its liberal trade policy.

			However, this was far from being a bad day for Estonian trade policy and for Estonian entrepreneurs and consumers. Almost overnight, we became involved in a much bigger and more global game than had previously been within reach. First, one of the most powerful trade negotiating teams in the world, led by the European Commissioner for Trade and supported by the European Commission’s Directorate-General for Trade (DG Trade), began to work on our behalf. Perhaps only the US administration is capable of conducting several fully fledged bilateral and multilateral trade talks at the same time as does the EU. As a result, the EU has the world’s largest network of bilateral trade agreements (41, covering 72 countries), and also plays a leading role in multilateral trade negotiations in the WTO. On the other hand, Estonia became part of a market of 500 million consumers, embedded in many global supply chains. Figuratively speaking, everyone is trading with us, so nobody can ignore the EU as a trade bloc. This will better serve the aims of the main trade policy: more diversified imports and access to raw materials, better export conditions and the dissemination of our values and standards.
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			Hence, the question is: what chance does an EU country have to shape a common trade policy? Answer: quite a good one. Understandably, the member states did not simply hand over an important field of policy to the Commission to operate at its own discretion. The Commission cannot open or conclude trade negotiations without the consent of the member states; today, the European Parliament also plays an important role as co-decision-maker. In addition, member states will also guide the Commission during negotiations. Before entering negotiations, the Commission will report to the member states on its plans and tactics, agree a mandate, and later report back on the results. In this way, member states have an overview of the course of the negotiations and the opportunity to influence things in the desired direction, even though the Commission sits alone at the negotiating table on the EU side.

			This makes the processes within the EU almost as exciting and intense as negotiating with a trading partner. After all, member states have different economic profiles, which means that there is no overlap between “offensive” (i.e. export) and “defensive” (“import-sensitive” sectors) interests. While the common trade policy allows member states to take decisions by qualified majority and this is used, for example, in anti-dumping measures, it is common practice in negotiations that agreement must be unanimous, even if this is very difficult to achieve. An example of this would be a situation in which one member state needs a third country to lower its tariffs on European passenger cars in order to maintain its industry’s market share in the face of intense international competition. In return, it is ready to allow more imported beef on the EU market, which happens to be the export interest of that trading partner. But another member state, whose car industry is not very interested in this particular market, is categorically opposed to increased meat imports, as its farmers are ready to come out onto the streets for fear of increasing competition.

			In such a situation, what could be the common position of the EU when the Commission sits at the negotiating table? Negotiations must be pursued if the EU wants to remain globally competitive, and the member states want trade policy to contribute to economic growth and job creation in the Union. In particular, given that an estimated 90% of future global economic growth will take place outside Europe, trade presents an opportunity for Europe to have a share of this.

			This seemingly impossible issue is resolved by the Trade Policy Committee of the Council of the European Union. As this Committee’s mandate derives from the article on the common trade policy in the Treaty on European Union, it was originally known as the Article 113 Committee (it was called the Article 133 Committee during the period between the Maastricht and Lisbon treaties).

			However, the substance has been the same for the last 50 years: finding compromises between member states’ approaches to the common trade policy and, on that basis, giving guidance to the Commission. The most controversial issues are dealt with by the member states’ ambassadors in Coreper (Committee of Permanent Representatives) or by trade ministers meeting in the Foreign Affairs Council. The process is time-consuming for the EU, solutions are sometimes complex and, of course, there are different camps among the member states.

			In the present case, there is a gap between those in favour of open trade and increased competition and those who put protection of the market first. Estonia, which sits at the EU table equally with other member states, has the opportunity to have a say in all matters. On the one hand, it must therefore deal with issues that would not otherwise be in its interest (for example, whether Italian wine denominations are protected in Australia), while on the other we have the opportunity to gain the full weight of the EU behind Estonia’s own interests (e.g. in trade disputes with Russia).

			However, in order to prevent the whole of the EU’s trade policy being reliant on member states’ horse-trading, leaving the long-term view and strategy behind, the European Commission doesn’t perform merely a “follow-my-leader” role in trade negotiations. It sets out its views on the EU’s interest as a whole in its Communications on Trade Policy. The most recent of these, published in the autumn of 2015 under the title “Trade for All”,2 reiterated the cornerstones of the EU’s common trade policy, such as the importance of multilateral trade rules and the significance of open trade to the EU-wide economy, and underlined the growing role of trade in services.

			But alongside this, the communication also highlighted changes in trade policy in a context where the scope of modern trade agreements goes far beyond tariffs, ranging from public procurement at city and municipal level to rules on animal health. Of course, as the impact of the agreements on society is wider, public interest has naturally grown (here two keywords are TTIP (Transatlantic Trade and Investment Partnership) and CETA (Comprehensive Economic and Trade Agreement, with Canada)). In so doing, the Commission set itself the goal to consult more closely with civil society and the European Parliament, and to publish more on the subject of trade negotiations. Traditionally, these have been conducted behind closed doors because negotiators want to keep their positions secret in order to get the best possible deal in the game of bid-and-counteroffer while giving away as little as possible of what is actually ready to be put on the table.

			While this model worked very well for negotiations on customs tariffs, in the context of broader agreements the public questioned whether, for example, some European safety requirements or health regulations—which the third country considered an unfair non-tariff barrier to accessing the EU market—were being traded. In its communication, the Commission considered that, in addition to numerous assurances that no concessions would be made in these areas, the best way to dispel doubts was to publish as much as possible of what was going on in the negotiations.

			Judging from the reactions of the member states, it would have been much harder to agree on this without the impetus of the Commission. A new communication is currently being prepared by DG Trade, which reflects the incoming Commission’s vision for the future of trade policy. For example, while the multilateral trading system, reform of the WTO and expansion of the bilateral trade agreements network are important, the recent European Parliament elections mean that links between trade, environmental policy and fair competition are also covered in the vision .

			Estonia has gained a lot from the EU’s common trade policy. While negotiating alone might allow Estonia to be more flexible on some issues and focus solely on its own interests, it would lack comparable weight and reach. Being part of EU agreements, the opportunities for Estonian entrepreneurs and consumers are greater, which is the main goal of trade policy.

			However, Estonia’s interest in and contribution to the EU’s common trade policy is greater than just a list of companies’ export requests. Given the openness of the Estonian economy (trade volume is close to 75% of GDP, compared to the EU average of 45%), it is in Estonia’s interest to have liberal trade, and its voice deserves to be heard in the EU’s common trade policy, being primarily aimed at opening up markets and increasing exports and competition on a level playing field. In cooperation with the Ministry of Foreign Affairs, the Ministry of Economic Affairs and Communications, and the Ministry of Rural Affairs, we aim to have influence in the Trade Policy Committee and other formats where member states guide the work of the Commission and shape EU policy.

			Here too, Estonia did a very good job during its Presidency of the Council of the European Union when, in addition to finding compromises on trade negotiations, it also played a role in agreeing a new regulation on trade protection measures that is up to date and does not restrict trade unnecessarily.

			From now on, however, for a number of reasons, Estonia needs to do more to make its voice heard. First, when the UK—the spokesman for liberal trade—leaves the EU, all like-minded member states will have to make their voices heard more. Second, when we find ourselves in a world in which protectionism and disregard for multilateral trade rules are on the rise, we need to talk more about the benefits of rules-based free trade. Of course, the EU must respond to these threats, both in its own interest and to maintain the multilateral trading system, which is very important to Estonia.

			But how to respond to this is a question of choices that member states and the Commission jointly make in shaping the EU’s trade policy. Estonia’s message is that you must not become a monster yourself when fighting a (protectionist) monster!

			 

			1	 “Joint Communication to the European Parliament, the European Council and the Council: EU-China – A strategic outlook”. European Commission, High Representative of the Union for Foreign Affairs and Security Policy, Strasbourg, 12 March 2019, JOIN(2019) 5 final. https://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1574260017973&uri=CELEX:52019JC0005.

			2	 European Commission, “Trade for All: Towards a more responsible trade and investment policy”. Luxembourg: Publications Office of the European Union, October 2015. https://trade.ec.europa.eu/doclib/docs/2015/october/tradoc_153846.pdf
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			Baltic Defence College research fellow

			Amongst other institutions, Viljar Veebel has taught at the Tallinn University of Technology, the Estonian Military Academy and the University of Tartu. He has published articles on international relations in the domestic and international media.

			Research projects by the US think-tank RAND Corporation have been widely discussed in Estonia due to their thoroughness and attention to detail. Its most well-known report is probably the simulation published in 2016 that found that NATO’s capability to protect its Baltic member states was close to zero, and that forces from their mutual neighbour would reach Tallinn or Riga in less than three days.1 Most of RAND’s subsequent reports have confirmed that there is a direct threat from Russia to the Baltic states, and offered solutions on how this could be deterred. 

			In one of the latest studies, published in the spring of 2019, the think-tank’s experts have made probably the most detailed recommendations so far on how to defend the Baltics better, from acquiring specific supportive technology, such as drones or night-vision devices, to the greater integration of analytical and synthetic intelligence capabilities both nationally and between the states.2 The value of the recommendations lies mainly in their conflict-based point of view; there is a clear perspective on which method could be used in which phase of a conflict and how it would help. However, this approach is risky, due to the possibility that attention to detail leaves a more general question unaddressed—what specifically deters Russia and how much the Baltics should concentrate on activities that would convince Russia not to enter into a military conflict with them as members of NATO. This critical debate has been more topical internationally than in the Baltics themselves.3 This article offers food for thought on whether Estonia, Latvia and Lithuania are on the right track in developing their defence capability, and aspects that the Baltic states should focus on more in the future.
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			Russia’s Capability, Motivation and Working Pattern 

			In discussing what could deter Russia, there is no way round the Gerasimov Doctrine and Serdyukov’s reforms. The first is an article published in 2013 based on a presentation by Chief of the General Staff General Valery Gerasimov and the second refers to the changes made to the country’s armed forces in 2008 under the leadership of Russia’s then Minister of Defence, Anatoliy Serdyukov. 

			In his presentation Gerasimov stated that, in a situation in which the line between war and peace is blurred, non-military means can be more effective in achieving political and strategic goals than armed forces, and that asymmetrical actions can nullify the enemy’s success in an armed conflict.4 Therefore—as could be seen in the conflict in Ukraine—we cannot underestimate the threats posed by hybrid warfare or the importance of comprehensive national defence as a measure of deterrence. At the same time, Gerasimov’s speech gives an insight into how Russia understands hybrid warfare. The presentation lists changes in warfare, such as the increased role of mobile, mixed-type combat units; combat activity becoming more intense and dynamic; the increased use of long-distance, contactless attacks against the enemy to achieve goals; shortening or doing away with tactical and operational pauses; and reductions in the informational gaps between forces and their control organs. 

			Gerasimov stresses the importance of special operations forces and internal opposition in achieving goals to create a permanently operating front throughout the territory of an enemy state. The same capabilities have been carried over to Gerasimov’s new limited-action strategy published in early 2019, in the implementation of which the central forces are seen to be mobile and independently operating units. According to Gerasimov, the precondition for the successful implementation of the new strategy is sustainable combat readiness (on the management level as well as the operational), covert operation of units if necessary, and achieving and maintaining predominance in the information space.5 

			The changes made in Russia’s armed forces in the last decade are further proof that the improvement of military capability is considered of crucial importance for Russia. The measures that have been become known as the Serdyukov reforms are seen, due to their scale, as the most important steps in Russia’s armed forces since the 1920s, or at least since the communist period. It is thought the conflict in Georgia, which highlighted the weaknesses of the Russian armed forces, provided the motive for the reforms. 

			During the reorganisations, the number of active servicemen and military units was reduced, the number of military districts was brought down from six to four, and former partly unmanned and mainly “on-paper” divisions were rearranged into smaller, permanently combat-ready units capable of operating independently.6 The latter are the main substantive result of the reform, and include battalions with different and complementary capabilities, such as anti-tank forces, intelligence and communications. These changes help ensure that Russia has units almost the size of divisions ready for combat at any given moment, while Estonia would need time to put together a brigade, as this would require the help of several combat support units. To the frustration of the Western world, Russia has already demonstrated the “success” of its reformed armed forces in eastern Ukraine and Syria. 

			Even though the most important factor in the context of hybrid warfare is usually seen as the development of cyber-capabilities or comprehensive national defence, in light of Gerasimov’s statements and the reforms in the Russian armed forces, the focus should clearly also be on the professionalism, mobility and combat-readiness of the armed forces. 

			It is entirely possible that, if Russia targeted a Baltic state, the conflict would still be planned in Russia according to the so-called limited action strategy, which is focused on highly mobile and independent units. Standing up to the threat would require the Baltic states to have similarly mobile and permanently combat-ready units available as well. This statement is also supported by the fact that, although the NATO defence framework focuses on strategic deterrence of Russia, it is often more complicated in reality. The Russian political elite, as well as local military and academic circles, stress Russia’s role as the main security guarantor in the world: “Russia’s policy … is to remain tactically flexible, prepared for every eventuality, but also to be more strategic than ever in building a world order that is stable, peaceful, and comfortable for Russia”, to quote the Russian (military) research scientists Sergei Karaganov and Dmitry Suslov.7 This stance does not show Putin’s Russia to be a state ready to be strategically deterred on the international stage. It can therefore be assumed that Russia is still interested in putting its capabilities into action in some country or region, and that it will do so somewhere in the future. From the standpoint of the security of the Baltic states, it is therefore more reasonable to talk about deterring a realistic, aggressive operation following the limited action strategy in the Baltic region. Our clear interest is for Russia to refrain from realising its capabilities in this region in the future. 

			Developments in the Baltic States’ Deterrence and National Defence

			Given that Russia’s current strategy revolves around constant combat readiness and independently operating units, it is reasonable to concentrate on whether (and which) Baltic states have an equivalent capability to counter them. In this context, two aspects matter to Russia: the size of the similarly equipped contingent of active servicemen in the Baltic states and how well Estonia, Latvia and Lithuania can realise the potential of their reservist forces in the early hours of the conflict.

			In analysing the defence capability of the Baltic states, Estonia is usually mentioned as an examplar of success, as its defence forces are a combination of professional servicemen, reservists who have completed the mandatory conscript service, and members of the Defence League. But given their readiness to counter an attack by professional, mobile and independently operating units, the Estonian military forces might not be able to realise their size advantage in a possible conflict. In this comparison, the odds might favour Latvia, where the military forces have relied on professional servicemen for more than ten years and there is no mandatory conscription as there is in Estonia. Lithuania has implemented a combination of both systems by first abolishing mandatory conscript service and later, in 2015, partially reinstating it. 

			Latvia has the highest number of active servicemen in the Baltic states; in 2018 its defence forces had almost 6,000 professional members;8 Estonia had close to 3,400 active servicemen.9 One can, of course, argue that in wartime the number of servicemen in Estonia would be many times higher following mobilisation, including reservists and units manned by the Defence League. 

			Nevertheless, both the Russo-Georgian war and the conflict in Ukraine have demonstrated that reaction speed and mobility, not the size of the forces, provide a competitive edge. The active phase of the conflict in Georgia lasted no more than two or three days, and although a lot of armed forces had been focused in the area, the majority of the fighting took place between two Russian motorised battalions and two Georgian brigades. The active confrontational phase of the Ukraine conflict did not include many combat forces, either. It may therefore be assumed that, in planning an aggression, Russia focuses on achieving its goal as fast as possible. If this was counteracted (i.e. if Russia believed that in the first 24 hours the Baltic states could stop or turn back the battalions coming from the east), Russia would certainly have significantly lower motivation to start a conflict. In this light, the role of active servicemen in the Baltics (and especially the Scouts Battalion in Estonia) is especially important. Active servicemen are the initial shield that supports Estonian defence capability and deterrence. 

			As security threats become more imminent, the logical strategic choice would be to increase the role of active servicemen in developing the country’s defence capability. Overall, Estonia’s current model based on reservist forces is similar to the Russian military before the reforms, while the Latvian model resembles the Russian approach after them. Although problems related to the model based on reservist forces have already been recognised in Estonia and several important steps to improve realistic defence capability have been taken, it could be that the current tempo is not sufficient to deter Russia from putting its capabilities into action in the Baltics—and more specifically in Estonia—in the near future. At the current level of defence expenditure, Estonia’s independent defence capability would reach its peak by 2026.10 

			The strategic choice for Estonia would be to focus on improving its independent defence capability to shorten the period in which the country is more vulnerable. Due to the technical decline in Russia, we might reach the critical limit in the next five years. Before this, Russia would still have at least some technical capability to launch aggression in the Baltic states. 

			There is another general point that should now be discussed more widely in Estonia. In building national defence, Estonia has to make a fundamental decision between an operationally large but non-professional armed force, which would be completely dependent on successful mobilisation, and a tactically small but instantly combat-ready professional force. 

			On the one hand, armed forces consisting of active servicemen create an illusion in society of the country being protected “until the bitter end” even though, in reality, sooner or later the numbers will run out. On the other, a military built on reservist forces can be dangerous for society by legitimising the perception of a large non-professional military being as effective and professional in a conflict situation as defence forces based on active servicemen. This is a risk if Estonia continues to prefer quantity (large reservist forces) in its approach, while Russia could be better deterred by highly motivated, strategically well-placed smaller units with rapid reaction, high mobility and wide experience.

			Paradoxically, the ability to mobilise massive forces in a conflict situation also carries a serious threat of automatically becoming a valuable target for Russia, both symbolically and quantitatively. In a conflict, large forces would probably be drawn together to a relatively small area, where there wouldn’t be much room for manoeuvre; this large force would thereby lose much of its kinetic or surprise-based advantage, while being an easy target for Russia due to the terrain. What is more, even if this force was able to hold its positions and block the Russian advance, their ability to win back lost territory and seriously damage the enemy forces would still be minuscule and certainly insufficient to force Russia to withdraw from its operation. 

			There is also, of course, the question of scale; if the Baltic states think that brigade-sized units might deter the opponent, this is certainly not true in Russian military circles. At the same time, in a position where Russia’s aim is not to attack the Baltic states per se but, rather, to threaten and harm the legitimacy of NATO in general, it can be presumed that professional highly combat-ready battalions are useful for manoeuvring and first contact, but brigades dependent on mobilisation would be appropriate in the next phase of the conflict, when the enemy might have lost the initiative or the defending forces need to win time until the Allies arrive. 

			It is a common mantra in the Baltic states that improvements in defence and deterrence capability in the region are mainly held back by the shortage of resources (chiefly financial). People are convinced that there is a need for strategic sustainability, mainly in the sense of long-term sustainability, but it doesn’t need to be like that. It can, however, bring about a situation in which the product of this process does not deter the opponent at all, being sustainable in terms of resources and structure but useless in all other senses. The choices made already and in the future in improving the Baltic states’ armed forces are thus extremely complex.

			 

			1	 D.A. Shlapak and M.W. Johnson, “Reinforcing Deterrence on NATO’s Eastern Flank: Wargaming the Defense of the Baltics”, RAND Corporation, 2016. https://www.rand.org/pubs/research_reports/RR1253.html.

			2	 S.J. Flanagan, J. Osburg, A. Binnendijk, M. Kepe and A. Radin, “Deterring Russian Aggression in the Baltic States Through Resilience and Resistance”, RAND Corporation, 2019. https://www.rand.org/pubs/research_reports/RR2779.html.
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			5	 “В РФ разработана стратегия ограниченных действий по защите ее интересов за пределами национальной территории” (Russia has developed a strategy of limited actions to protect its interests outside the national territory), Interfax, 2 March 2019. 
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			In 2017, the prestigious publishing house Routledge published a book by the currently Vienna-based Ukrainian author Anton Shekhovtsov. Russia and the Western Far Right: Tango Noir was scheduled to appear the following year, so the official date of publication is 2018. Shekhovtsov is one of the most renowned researchers of right-wing radicalism, modern fascism and Russian nationalism. In addition, he has thoroughly studied the hybrid warfare strategies of Putin’s Russia and the Kremlin’s connections with Western right-wing radical movements. 

			His monograph has received a lot of attention and reviews have been published in all kinds of reputable outlets, like the Financial Times. The book is the result of many years of research, which is evident from the impressive amount of detailed material it provides. Let me say in passing that the author not only analyses the development of Western right-wing radicalism and its connections with Russia, but also provides an overview of its main ideological views and how these have changed over time. This is a gargantuan task demanding great dedication, and only a few of us will read all the absurd or highly absurd theories that extreme right-wing ideologists have generated in the past hundred years.

			The beginning of the book contains a surprise. It turns out that there were radical right-wing movements in Western Europe who sympathised with Russia and the Soviet Union even before the collapse of the USSR and the Eastern bloc it controlled. As a rule, the groups were marginalised even among their own social circles, but the fact that they even existed is noteworthy. The author claims there were various groups who are now called national Bolsheviks (some of them assumed this title themselves) in Germany after World War I up until the late 1930s. The German national Bolshevist ideology was based on the idea that an individual should be subjected to the interests of the nation, the economy should be fully nationalised, and Bolshevist Russia and Germany should form an alliance to stop the Entente from telling Germany what to do. Shekhovtsov states that, while even Lenin considered national Bolsheviks misfits, Russian Bolsheviks saw the opportunity to exploit them to undermine the unity of the West even back then. It is also interesting that there were both local communists and social democrats among the German national Bolsheviks, who found that the class struggle needed to be combined with nationalist propaganda. 

			After World War II, there emerged in Germany and Austria radical right-wing groups of neutralists who occasionally had very extreme views. Their objective was to create a large neutral Greater Germany (which would envelop the rest of the Europe in the long term) that would remain neutral in the power play between the US and the Soviet Union. However, since the USSR also supported the existence of a neutral Western Germany outside its sphere of influence, neutralist sympathies (and tentative contacts) veered towards Moscow. The book also shows how the KGB learnt to exploit Western dissidents in the 1950s, even though their ideas didn’t correspond to Soviet ideology. At the time, pan-European fascism emerged, disseminating the idea of a unified Europe opposing the US. “Pan-Europe” was supposed to involve the Soviet Union as a counterweight to the “Jewish” government in Washington. 

			It is curious that the idea of a common European home stretching from Vladivostok to Lisbon, which has begun to spread again today, originates from the Belgian Jean-François Thiriart, who is considered the most important ideologist of pan-European fascism—his original slogan was a “Euro-Soviet empire from Vladivostok to Dublin”.

			Russia formed direct ties with Western right-wing extremists after the Soviet Union collapsed. It is amazing how freely the leaders of Western European radical right-wing movements travelled to Russia in the 1990s to meet and network with the Russian political, cultural and economic elite, even researchers from the Academy of Sciences. 

			Shekhovtsov’s book lists several people who are currently prominent members of the Russian political establishment—for example Sergey Glazyev, now the president’s adviser on regional economic integration, but also Vladimir Zhirinovsky and Gennady Zyuganov, who need no introduction. However, Aleksandr Dugin, creator of the Russian ultra-nationalist neo-Eurasianist movement, stands out on the list. Dugin is not so well known in Russia and his writings are not as widely disseminated as those of his eurasianist predecessor, Lev Gumilyov, but Dugin has been an important ideologist for certain circles of the government and military. It is claimed that his theories on geopolitical civilisation were compulsory teaching and reading material in Russia’s higher military education institutions. For some time, Dugin was described as Putin’s main ideologist, but the president simply threw him overboard when he no longer needed him. 

			When Dugin was dismissed from Moscow State University in 2014 because he demanded that Ukraine be drowned in blood, his career opportunities close to the powers-that-be petered out. However, Dugin is important because he imported to Russia the theories of well-known Western fascist ideologists such as Julius Evola and René Guénon.

			A large part of the book is dedicated to analysing how the Kremlin uses Western fascists, neo-Nazis and radical right-wingers to legitimise its policies and in waging a hybrid war against Europe. The author claims they fell into the sphere of interest of Moscow’s spin doctors after the colour revolutions of 2003–5 and the Russo-Georgian War of 2008. The book offers no fundamental surprises to people who follow Russia’s activities, but it is interesting to read detailed descriptions and contextual analyses. Politicians who were often completely marginal at home spoke to election observers in the Crimea, in the puppet states of the Donbas, in Ukraine and at local and national elections in Russia. Predictably, they always had something positive to say. Everyone who has watched the news on Russian state television even once knows that the very same marginal activists and politicians often act as commentators on the shows and some of the them have achieved the status of geopolitical experts of sorts in Russia, cultivating conspiracy theories and spreading the message of the West’s continuing downfall. This is necessary to legitimise the Kremlin’s policies and their ideological bases to the domestic public. The author thoroughly covers the Kremlin’s relations with the France’s National Rally (Rassemblement national) and the Freedom Party of Austria. He also discusses Jean-Marie Le Pen, who is popular in certain circles in Estonia as well.

			A recurring motif of the book is that Russia doesn’t really care about extremist ideologies. Moscow is happy when their views partly overlap, but is not bothered when there isn’t any common ground. 
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			Summary

			Last spring, we celebrated the 15th anniversary of Estonia’s membership of the European Union and NATO, and now it is time to look back on its 20 years in the World Trade Organization (WTO). The November issue of Diplomaatia explores what benefits WTO membership has brought to Estonia and what the future of world trade could be like.

			Roberto Azevêdo, WTO Director-General, writes about the importance of trade. “Recent research shows that WTO membership affects countries’ trade performance more than previously thought. Joining the WTO or its predecessor, the General Agreement on Tariffs and Trade, raised trade between members by 171%,” says Azevêdo.

			Kristiina Uibopuu, who represented Estonia at the WTO, writes about the difficulties of reaching agreements in the organisation. “It is clear that no multilateral agreements can be signed in the WTO without the support of key states, which means that, before any potential compromise can be made at the multilateral level, the trade war between its two largest member states must first be satisfactorily concluded,” writes Uibopuu. “However, since the world is continually changing while it waits for the greats to resolve their argument, we may see a WTO in which a significant number of new agreements are concluded between specific parties, i.e. only a few member states that have both the desire to enter into new deals and the willingness to compromise.” 

			Diplomaatia’s interview with Denis Redonnet, Director for WTO Legal Affairs and Trade in Goods at the European Commission’s Directorate-General for Trade, focuses on the EU’s role in protecting WTO rules. “The WTO, and before it the General Agreement on Tariffs and Trade, has been the set of rules that insulated trade from the pressures of other international affairs for more than 70 years,” he writes. “Without it, trade would be at the mercy of other diplomatic, security and political priorities .... We have recently had a taste of what it means to not follow the rules; to prefer unilateral action over cooperation. Now the WTO is in crisis and the EU is on the front line of the fight to save it,” says Redonnet.

			University of Tartu researchers Urmas Varblane and Matthias Juust write about the trade war between the US and China and how it may lead to an economic crisis. “The economic effect of the trade war between two of the world’s largest countries is complicated and has a global impact. In simple terms, imposing trade restrictions inevitably brings about an economic recession,” they write.

			Diplomat Veikko Montonen explores the European Commission’s role in trade negotiations and its importance to Estonia.

			Scholar Viljar Veebel looks at the Baltic defence options.

			Ethnologist Aimar Ventsel reviews new books on international relations.
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UUENEV WTO
Vajadusest WTOd muuta kirjutab
organisatsiooni peadirektor Roberto Azevédo

MIKS KAUBANDUSLEPPED ON KEERULISED
Kaubanduskokkuleppele joudmise keerulisi
teid iseloomustab Kristiina Uibopuu

EUROOPA LIIT KUTWTO LIIDER
Diplomaatia intervjuu avab ELi rolli WTOs

KAUBANDUSSOJAD TULEVIKKU MUUTMAS
Urmas Varblane ja Mathias Juust nendivad,
et kaubandussdjad ei luba tulevikule vaadata
optimistlikult

EUROOPA KOMISJONI ROLL

Miks Euroopa Komisjon on oluline
kaubanduskonelustel, sellest kirjutab
Veikko Montonen

BALTIMAADE KEERULINE KAITSMINE
Kas Baltimaad on enda kaitsmiseks koik ikka
ldbi moelnud, uurib Viljar Veebel

KREMLI KASULIKUD IDIOODID
Uut raamatut rahvusvahelisest elust luges
Aimar Ventsel
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