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EXPLANATORY NOTE
The training discipline «Regional Trade Agreements» is an independent discipline for master students on specialty 1-25 81 01 «International economics and trade policy». In this discipline master students are studying the essence, types, characteristics of Regional Trade Agreements (RTAs), trends in their development, effects of their implementation and approaches of their assessment and monitoring, features of negotiating RTAs and rules of the World Trade Organization (WTO) for RTAs.

The objective of the discipline teaching: developing of theoretical and practical knowledge of magistrates about the features of conclusion, trends in development, effects of implementation, approaches of assessment, monitoring and multilateral regulation of Regional Trade Agreements.

The tasks of the discipline teaching:

- to provide knowledge about essence, classification of RTAs, economic and political theories, explaining of functioning and development of RTAs, to form abilities and skills of analyses of contemporary trends in RTAs development;

- to provide knowledge about static and dynamic economic and political effects of RTAs for member countries, third countries and multilateral trading system as a whole, to form abilities and skills of their assessment and monitoring;

- to provide knowledge about characteristics of negotiating RTAs, about WTO rules on RTAs, to form abilities and skills of negotiating RTAs with consideration of WTO requirements.

As a result of studying discipline master students must:

to know:

- essence and current trends in RTAs development, characteristics of their trade policy;

- economic and political theories of integration on the stages of free trade area, customs union, single market for goods and services;

- static and dynamic economic and political effects of RTAs realisation for member countries, third countries and multilateral trading system as a whole;

- different approaches of assessment and monitoring of RTAs effects;

- difference of negotiating RTAs from multilateral trade negotiating; 

- WTO rules on RTAs.

to be able to:

- analyze current trends in RTAs development;

- evaluate and monitor RTAs effects and ground the risibility of RTAs conclusion;

- evaluate and monitor the extent of RTA correspondence to WTO requirements;

- use advantages of RTAs for development of enterprise international economic activity;

to have skills to:

- assessment and monitoring of RTAs effects, the depth of integration process;

- negotiating RTAs, including with consideration of WTO requirements;

- prepare, conclude and execute a trade contract taking into account international law, WTO, RTAs norms and national legislation.
Links with other training disciplines: training discipline «Regional Trade Agreements» is based on the disciplines «International microeconomics», «International macroeconomics», «International trade theory and policy », «Econometrics for trade», «WTO regulation and international trading system» and is the basis for the studying of special disciplines and training disciplines according to the choice of the master students.

In accordance with the training plan of higher educational establishment on speciality 1-25 81 01 «International economics and trade policy» training discipline is studying during 138 hours, including 50 auditory study hours (40 hours of lections, 10 hours of face-to-face workshops).

Form of control is exam.
TRANING MATERIAL CONTENT

Topic 1. Regional Trade Agreements: 

characteristics and classification

Subject, purpose and structure of the teaching module «Regional Trade Agreements».

Regional Trade Agreements (RTAs): essence and signs. Reasons of joining RTAs. Opportunities and Challenges of RTAs. Integration and disintegration. Approaches to the definition of «region». Regional integration, regionalization and regionalism. Internationalization, transnationalization, integration, globalization.

Stages of integration. Classification of Balassa B.: preferential trade agreement; free trade area (trade deflection, rules of origin); customs union (common external tariff, sharing common tariff revenue mechanism); common market (free movement of goods, services, capital and workers, common system of protection, monitoring, dispute settlement mechanism, secretariat and institutions, common policy, implementation and enforcement of policy, sequencing in a common market formation); economic and monetary union; political union. Modification by Pelkmans J. of traditional classification of Balassa B. Classification of Kremer H.: integration without the help of the State; integration by means of unilateral State action; cooperative integration of some States; institutional integration. Deep and shallow integration. Development of international economic integration as market system of relations: emergence, formation, maturity, regression and disappearance.
Classification of RTAs. Integration on micro-, mezo-, macro-, institutional interstate and supranational levels. Integration institutions: formal and informal. Real and formal integration (quasiintegration). Top and bottom integration (institutional and privet corporative integration). Regional, sub regional, inter-regional, global integration. Economic and full integration. Negative and positive integration. Types of integration by level of economic development of countries. Symmetrical and asymmetrical integration. Convergence, divergence and transfer mechanism. Sectoral and general integration. RTA on trade block formation, trade block expansion, market access. Functional forms of integration.
Preconditions and problems of RTAs.

Topic 2. Trends in 

Regional Trade Agreements development

Quantity and a structure of RTAs. RTAs notified to the GATT/WTO. Structure by typology of RTAs. Structure by configuration of RTAs: plurilateral and bilateral RTAs; sub regional, intra-regional and cross-regional RTAs. Structure by object: RTAs in goods, services, investments.

The global landscape of RTAs: state of play and future developments. Geographical structure of RTAs in the Europe, the Americas, Asia-Pacific region, Central Asia and Eurasian region, North Africa and Middle East, Sub-Sahara Africa. Localization of RTAs in main geographical regions.

The structure of RTAs by level of social and economic development pf member countries. Regionalization of developed countries. Regionalization of developing countries. Regionalization among developed and developing countries. Regionalization of transition economies.

New regionalism versus old regionalism. History of RTAs (1960-1990). New subjects and new objects of regionalization. Business involvement in regional integration: policy initiation, decision making, implementation. Types of new regionalism: micro-regionalism, meso-regionalism, macro-regionalism, mega-regionalism.
Open and closed regionalism. Export oriented regionalism.

Multilateralism and regionalism in the WTO. Regionalization versus globalization of trading system.
Topic 3. Theories of integration

First theories of regional integration (1950 – middle of 1960). Neoclassical theory of integration. Customs union conception. Integration of markets as a compromise of free trade and protectionism.

First political theories of European integration. Federalism. Communication approach. «Pluralistic» model of integration. Functionalism.

Theory of integration in the middle of 1960 – the end of 1980. Rejection of basic assumptions of neoclassical theory of integration. State-regulating integration: market-institutional and dirigistic approach. Integration «as process» and «as state».

Critics of customs union conception. Static and dynamic effects of integration. Theory of the second best.

Models of different stages of integration. Effects of free trade area, single market, currency union. Theory of optimal currency union.

Evolution of European integration political theories: neofederalism, neofunctionalism, intergovernmentalism (realistic approach), supranacionalizm, domestic politics approach, interdependence theory.

Theory of developing countries integration: theory of overtaking development – market-institutional and dirigistic approach (1960-1970); collective self-reliance conception (from middle 1970).

Soviet (Russian) school of integration.

Development of integration theory from the late eighties. Multidisciplinary (convergent) approach. Integration, economic grows and economic development. Integration and globalization. Conceptions of open and new regionalism. Research of integration in the frames of neoinstitutional approach, game theory, critical international political economy and strategic international trade policy.

Topic 4. Effects of Regional Trade Agreements
Basic model of small customs union. Static economic effects of integration. Trade creation and trade diversion effects. Consumption, production, redistribution of welfare from state to consumers and producers and revenue reduction effect. Improved resource allocation. Customs union versus free trade area.
Model of small customs union in conditions of general (international) equilibrium. Reciprocal demand and reciprocal demand curve. Terms of trade effect. Spillower and feedback effects. 

The gains from «shallow» integration: static economic effects of integration. Positive static effects: in conditions of perfect competition (terms of trade improvement effects and optimum tariff, trade costs reduction, investment creation, transport costs and etc.); in conditions of imperfect competition (shift in production effect, pro-competitive effect). Negative static effects: negative effects of international investment, investment diversion.

The gains from «deep» integration: dynamic economic effects of integration. Positive dynamic effects: effects of non-tariff barriers to trade reduction, increasing returns to scale, spatial distribution and structural changes, agglomeration, accumulation, economic grows, technological spillovers, convergence, domino. Negative dynamic effects: effects of negative interdependency rise, loose of economic sovereignty, rise of decisions agreement costs, divergence, structural changes, negative social effects, impact of householders.

Effects of integration in the monetary (currency) sector on the development of trade. A regional monetary system: concept and types. Payments Union. Clearing Union. Reserve Fund. Currency Fund. European monetary system: stages of development, a modern structure. Advisory Committee-currencies. European currency snake. European monetary system. Monetary Union and the introduction of the single currency. The criteria for entry in currency-Union. Effects of monetary integration on the development of trade.
Effects of integration in the investment sector on the development of trade. Regional integration investment agreement: the concept, structure and dynamics of development, features in contrast to bilateral and multilateral agreements, features of agreements among developing countries. Stages of development of investment policies of regional integration groupings: investment planning, bilateral investment treaties, the present stage. Impact of regional integration investment agreements on trade in goods and services.

Effects of integration in the financial sector on the development of trade. The budget of the regional integration associations: sources for formation and principles of distribution. Fiscal policy of the regional integration associations: concept, types, impacts on the development of trade. The tax policy of the regional integration associations: concept, types, impacts on the development of trade. Principles of levying indirect taxes in foreign trade.
Political effects of integration: effect of rise a political and economic security, создания благоприятной внешней среды, demonstration, bargaining power increase, stabilization of domestic economic policy, coordination of action.

Special problems of integration economic effects: economic geography and regional diversity, rules of origin, integration and poverty, integration, economic growth and development, integration and externalities, trade and productivity links, effects for transition economies and developing countries, integration effects for third countries and multilateral trade system, effects of new regionalism.

Topic 5. Assessment and monitoring of Regional Trade Agreements

Methods of assessment for mezoeconomic level of integration. Evaluation of the level and dynamics of integration of markets of goods, services, labour resources, capital.
Methods of assessment for macroeconomic level of integration. Evaluation of the level and dynamics of economic convergence. Indicators of regional integration in macroeconomics and financial, fiscal, monetary and currency policy. 

Methods of assessment for institutional level of integration. Evaluation of institutional cooperation based on expert poll and data from integration organisations.
Empirical methods for assessing the impact of RTAs. Models of residual imputation. Analytical (econometric) models. Statistical simulation models. Survey methods. Computable general and partial equilibrium models. Gravity models. The use of descriptive statistics: Sussex framework of assessment.

The international experience in developing and applying systems of monitoring of regional integration.

The technical aspects of monitoring the indicators of regional integration.

Topic 6. Negotiating a Regional Trade Agreement

Negotiating a Regional Trade Agreement. Negotiating RTA versus multilateral trade negotiations in WTO.

Negotiating RTAs among developed and developing countries (North-South) versus negotiating RTAs among developing countries (South-South).
The structure of RTA negotiations. With whom to negotiate? What to negotiate? How to prepare for negotiations: financing the negotiations, creating a negotiating team, involving domestic stakeholders, gathering information, forming negotiation strategies, creating coalitions of support, framing the negotiation mandate, setting out an indicative timetable. How to negotiate?

Negotiating trade in goods. Positive versus negative list approaches. Tariff dismantling and transitional period. Sensitive products and sectors. Rules of origin. Safeguards and other trade remedies. Standards, including mutual recognition. Trade facilitation measures. Special and differential treatment for developing countries.

Negotiating trade in services. Market access negotiations. Sector-specific issues: financial services, telecommunications. Rules on services: domestic regulation and the «necessity test», safeguards, subsidies and government procurement.

Negotiating regulatory issues. Intellectual property rights. Investment. Competition policy. Government procurement. Environment and labour standards.

Negotiating legal, institutional and other issues. Dispute settlement mechanism. Institutional issues. Technical and financial assistance.

Topic 7. The WTO rules on Regional Trade Agreements
GATT Article XXIV «Territorial Application — Frontier Traffic — Customs Unions and Free-trade Areas». Customs territory and customs union. Purpose of the regional exception (paragraph 4). Definitions of customs union and free trade area (paragraph 8). The effect of RTA on other GATT parties (paragraph 5). Institutional provisions (paragraphs 7, 10). Internal and external requirements of GATT Article XXIV.

Article XXIV 1994 «Understanding»: institutional and procedural changes. Dispute settlement evolution. Time for implementation. Notification. Transparency mechanism. Examination and reporting. Committee on Regional Trade Agreements.

GATS Article V «Economic Integration». Modes of services supply. Market access and national treatment. Provisions of RTAs in services. Special and differential treatment provisions. Institutional issues. GATS Article V-bis «Labour Markets Integration Agreements». GATS Article VII «Recognition»: service provider recognition.
GATT Enabling Clause «Differential and more favorable treatment, reciprocity and fuller participation of developing countries», paragraph 2 (General Council Decision of 28 november 1979 L/4903). Vertical and horizontal aspects of exactions for developing and least developed countries from most favoured nation regime. RTAs as horizontal aspect of trade preferences for developing and least developed countries.
Changes of WTO rules for RTAs on Doha Round of multilateral trade negotiations. «Transparency Mechanism for Regional Trade Agreements» (General Council Decision of 14 December 2006 WT/L/671). Developing countries aspects.

Domestic regulating in RTAs and rules of WTO: WTO plus and WTO minus. WTO subject areas treated in RTAs: product and food standards, intellectual property. RTA regulatory activities outside the WTO competence: competition policy, investment, labor and other public international law standards, currency relations.

ACADEMIC MAP OF THE TRAINING DISCIPLINE
	Number of topic, section
	Topic, section

	Количество аудиторных часов
	Another
	Forms of knowledge control

	
	
	Lections
	Practical 

studies
	Seminar studies
	Laboratory studies
	Number of hours of management of independent work (lections)
	Number of hours of management of independent work (seminars)
	
	


	1
	2
	3
	4
	5
	6
	7
	
	8
	9

	1.
	Regional Trade Agreements: characteristics and classification
	
2
	-
	0
	
	4
	1
	Literature

[1-7, 10, 13, 15, 17]
	Survey, test

	2.
	Trends in Regional Trade Agreements development
	2
	-
	0
	
	4
	1
	Literature

[1-5, 7-19]
	Survey, test

	3.
	Theories of integration
	2
	-
	0
	
	0
	0
	Literature

[1-6, 13]
	Survey, test

	4.
	Effects of Regional Trade Agreements
	2
	-
	0
	
	4
	1
	Literature

[1-8]
	Survey, test

	5.
	Quantitative assessment of Regional Trade Agreements
	4
	-
	1
	
	2
	2
	Literature

[1-5, 13]
	Survey, test

	6.
	Negotiating a Regional Trade Agreement
	2
	-
	0
	
	4
	1
	Literature

[1-5, 8, 10-11, 13-14, 16]
	Survey, test

	7.
	The WTO rules on Regional Trade Agreements
	4
	-
	1
	
	4
	2
	Literature

[1-5, 7, 9, 11, 14]
	Survey, test

	Итого
	18
	
	2
	
	22
	8
	
	Exam


INFORMATION AND METODIC PART
Methodological recommendations on organization of independent work

of master students on training discipline

In receiving knowledge on training discipline an important stage is the independent work of master students. We recommend that the budget time for independent work on average from 1.5 to 2 hours for 2-houre auditorium lesson.

The main directions of the independent work of master students are:

- initial familiarization with the syllabus of training discipline;

- acquaintance with a list of recommended literature, its study and selection of additional literature;

-work with the political map of the world, maps of integration groups, figures, diagrams and tables;

- studying of materials of different databases of international economic organizations on regional trade agreements and official sites of integration associations;

- studying and expansion of the material of lectures given by lector, on the basis of information from the additional literature, consultations;

- preparation for seminary studies on specially designed plans to study primary and secondary literature;

- preparation of the main forms of control (survey, test);

- preparation for the exam.

Normative and legal acts

General Agreement on Tariffs and Trade (GATT) 1947 and 1994, art. XXIV «Territorial Application — Frontier Traffic — Customs Unions and Free-trade Areas».

General Agreement on Trade in Services (GATS), 1994, art. V «Economic Integration», art. V-bis «Labour Markets Integration Agreements», art. VII «Recognition».

Understanding on the Interpretation of Art. XXIV of the General Agreement on Tariffs and Trade of 1994.
Enabling Clause for GATT «Differential and more favorable treatment, reciprocity and fuller participation of developing countries», § 2, World Trade Organization General Council decision of 28.11.1979, L/4903.

Transparency Mechanism for Regional Trade Agreements, World Trade Organization General Council decision of 14.12.2006, WT/L/671.
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ADDITIONS AND CHANGES OF TRAINING SYLLABUS

for 2018 / 2019 academic year

	№


	Additions and changes
	Reason for Change

	1

2


	Changes in the list of recommended literature

Changes to the academic map of the training discipline have been made
	Outdated

Changed references to literature, hours of managed self-work
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