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highly unlikely that Europe will strike deals that make economic
sense.

The message from Brussels is that there are plenty of good reasons to ink "new generation"
bilateral trade agreements that are commercially meaningful. Many Asian markets hinder
access to European exporters, particularly through nontariff trade barriers -- opaque and
discriminatory domestic regulations that pose a far bigger obstacle than tariffs or quotas. These
barriers raise prices for Asian consumers and prevent European companies from fully tapping
some of the world's fastest-growing markets.

The EU's goal is to eliminate these barriers and encourage a transparent regulatory environment
for trade and investment in goods and services. Brussels also agitates for "far-reaching”
services-sector liberalization, easier rules for foreign direct investment, reasonably strong
competition law, fair government procurement and transparent customs procedures. For the EU,
bilateral FTAs should go beyond World Trade Organization standards; they should be "WTO
plus."

Europe's deals with Asian countries will put this rhetoric to the test. Historically, FTAs in Asia
are "trade lite"; at best, they eliminate tariffs on 90% or more of goods trade. While that sounds
impressive, most Asian bilateral FTAs have significant exemptions for agricultural products, in
addition to complex, trade-restricting rules of origin, which are hard to comply with when
companies have global supply chains. Worst of all, they barely tackle the nontariff, domestic
regulatory barriers that really throttle trade and investment.

Brussels has the best chance of concluding a meaningful FTA with South Korea. Seoul has
proved itself the most commercially minded of FTA players in the region, as demonstrated by
its wide-ranging, comprehensive agreement with the United States. In those talks, Seoul agreed
to eliminate nearly all tariffs on bilateral goods trade, and to fully open most of its services
markets to American exporters and foreign investors. The latter will enjoy significant new
business opportunities in financial services, telecommunications, express delivery and
professional services, such as law and accounting. The EU can use the U.S. deal as a floor for
its own negotiations with Korea.

After four rounds of negotiations, the EU has made it clear that it expects as much, and more.

Brussels wants the removal of all Korean tariffs on industrial goods, including automobiles, the
removal of most agricultural tariffs, major services liberalization, the removal of ownership,
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establishment and operating restrictions on EU investors -- especially in core services sectors
like banking, insurance and telecoms -- the opening up of government procurement, better
competition enforcement, disciplines on state subsidies, and less restrictive Korean product and
food-safety standards. In return, the EU has offered to abolish all tariffs on bilateral goods trade
-- its most ambitious offer in an FTA to date.

There are still problems to work out. It's unlikely that Korea will fully liberalize its heavily
protected and politically sensitive agricultural sector. Government procurement, competition
rules and assorted regulatory barriers may not be covered strongly enough. And rules-of-origin
requirements may end up being too messy. Still, the chances of concluding an EU-Korea FTA
by next year are good. The probable result will be a relatively strong deal, though it will leave
significant gaps.

FTA negotiations with India make far less commercial sense. India has an exceedingly "trade
lite" approach: Its trade pacts are mostly about feel-good foreign policy, and almost totally
lacking in commercial substance. Even before negotiations were launched in June, New Delhi
made it clear that it wants to carve out most of its farm sector from any agreement. Brussels is
happy to oblige, given its own agricultural protectionism. Manufacturing and services
liberalization are better prospects, given India's unilateral market-opening since the 1990s. But
Delhi has stalled on further liberalization in recent years, and it will be very difficult to tackle
India's huge regulatory barriers through an FTA. A stronger framework agreement on
regulatory cooperation would be preferable to a weak FTA.

Similarly, the EU will find a strong FTA with the Association of Southeast Asian Nations
almost impossible to negotiate. With the exception of Singapore, Asean countries' existing and
planned FTAs are also trade lite: They carve out much of the farm sector and barely touch
regulatory barriers in manufacturing, services and investment. Furthermore, Asean is an
unwieldly collection of 10 members who lack a common negotiating machinery, and find it
almost impossible to collectively tackle the most sensitive trade barriers. A dual-track approach
would be better: a stronger regulatory-cooperation agreement -- rather than a weak FTA -- with
Asean as a group, and a strong FTA with Singapore, which is strongly pro free-trade. Strong
bilateral trade deals with other Asean countries will prove elusive, as the U.S. has found with
Malaysia and Thailand.

More generally, Brussels should rethink its flawed FTA strategy in the region. Japan and China
alone comprise 55% of the EU's potential Asian export market, according to the EU's own
figures. The EU doesn't have to negotiate bilateral FTAs with these countries -- whose FTAs
are pretty weak, anyway -- to increase trade and investment. The EU and China could, for
instance, set up a regular high-level Strategic Economic Dialogue, with strong business input,
to focus on tackling concrete trade and investment barriers.

There's work to be done, at home, too. The EU still favors blatantly protectionist antidumping
and other trade-defense measures against imports from developing countries. These are now
heavily weighted against Chinese imports in particular, which do not benefit from the "market
economy status" the EU confers on nearly all other developing countries. The EU should grant
China this status -- a symbolic move that would improve bilateral relations overnight -- and
agree to exercise restraint in future antidumping and safeguard actions. In return, it could
probably secure better Chinese enforcement of its WTO obligations, such as those covering
intellectual property rights, and further opening of Chinese services markets.

The bulk of emerging-market liberalization -- especially in Asia -- has taken place unilaterally,

not through the WTO or FTAs. The challenge is to find creative ways to encourage further
unilateral action in China, India and elsewhere, reinforced by bilateral regulatory cooperation
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on sensitive issues such as services, investment, government procurement, competition rules,
customs administration and subsidies. Business input will be crucial to make this effort work.
This tack could prove to be a more practical, bottom-up, fruitful alternative than the top-down,
politicized, bureaucratic haggling of trade talks.

A fixation with FTAs is also a convenient distraction from essential domestic homework. If
European firms are not sufficiently competitive in Asia, it is not primarily because of Asian
market barriers. After all, these have been coming down gradually and are much lower than
they used to be. Rather, the main problem is with the lack of competition in the European
internal market, which hampers the global competitiveness of European firms. The primary
solution is further liberalization at home, including more exposure to foreign competition. That
requires a more liberal import policy.

EU-Asia trade relations require serious strategic thinking. Stronger bilateral frameworks of
cooperation, not necessarily FTAs, are needed. More importantly, the EU needs to shift from
narrow mercantilism -- seeking preferential access for selected sectors in Asian markets -- to a
trade policy that is firmly hitched to Europe's policy for its own internal market. But ultimately,
a more competitive internal market will do more to make European firms more competitive in
Asian markets than any trade deal.

Mr. Sally is director of the European Center for International Political Economy.
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