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TRADE DEFENCE IN EUROPEAN UNION

Abstract. As well as the most other importing countries of the world, the European Union
applies a system of trade defence instruments. These instruments empower the European Union to
defend its traders against unfair trade of imported products or subsidized imports as well as against
change in clear trade flows, if they are harmful to the EU economy. Economical legitimacy of anti-
dumping and anti-subsidy trade defence actions is generally based on the fact that the international
trade has no mechanism for correcting anti-competitive practice similar to the competition
authorities that operate in almost all national economies. The European Union applies trade
defence instruments following the rules prepared by WTO agreements, which determine trade
defence instruments and principles of application thereof as the legal tools of multi-country free
trade system. The article discusses the principles of application of the EU trade defence instruments
and analyses the statistics of applicable trade defence instruments.
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TOPTOBEJIbHUI 3AXHUCT B €EBPOIIEMCBKOMY COIO3I

Anomauin. Eeponeticokuti Corw3, sk Oazamo IHWUX CEIMOBUX KpaiH-iMnopmepis,
3acmocogye cucmemy 3ax00i@ Ol MOpeogenbHo2o 3axucmy. Lli  3axoou 0ozeonsaromo
Esponeticokomy Coro3y 3axuwamu c80ix 8UpOOHUKIE 8i0 HeO0OPOCOBICHOI mopezieni npodyKyicio,
wo imnopmyemscs abo 8i0 cyoCcuUd08aH020 IMNOPMY MA 8I0 GIOYYMHUX 3MIH MOP208020 NOMOKY,
AKWO B0HU 3a80ar0msb  wWKoOUu exonomiyi €eponeiicokozo Coro3y. Momueayis cmocosHo
EKOHOMIYHUX ~AHMUOEMNIHE08UX MA AHMUCYOCUOIIHUX 3aX00i8 MOP2OBENbHO20 3AXUCHY 8
OCHOBHOMY CRUPAEMbCS HA Me, W0 0 0OMENCEeHHs KOHKYPEHMHOI OIsLIbHOCI Ma 8UNpasienHs ii
XUb MINCHAPOOHA MOP2iBisi He MAE HCOOHO20 MEXAHIZMY, N0OIOH020 00 KOHKYPEHMHUX 8I00MCMS,
AKI Oitomb mauidkce y KOMCHIN HayioHanbHitl ekoHomiyi. €eponeticokuti Coro3 3acmocogye 3axoou
MOP20BENILHO20 3AXUCMY, 3ANPOBAVNHCYE Npasund, po3poobneni na niocmaei yeoo COT, kompi
pezynoms  3axo0u MOp208eNbHO20 3AXUCTY, MdAd BUKOPUCMOBYE iXHI NPUHYUNU K 3AKOHHI
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3HAP00s 0151 6A2amocmoporHbOL cucmemu 8iibHoOI mopeieni. Y oauitlt cmammi 062080PHIOMbCSL
Ccnocobu 3acmocy8aHus NPUHYUNIE mopeosenvrHozo 3axucmy 8 €eponeticokomy Corwsi, a makoic
PO32NAHYMO NPUKIAOHY CIMAMUCTIUKY 3AX00i8 MOP20BETbHO20 3AXUCTY.

Knwuosi cnosa: mopeosenvna nonrimuxa, mopeogeibHull 3axXucm, aHmuoemMnineosi 3axoou,
aHmucyocuoilini 3axoou.

Buaanac Pumkyc

3AIIIUTA TOPI'OBJIA B EBPOIIEMCKOM COIO3E

Annomayun. Kax u mHodxcecmso Opyeux umnopmupyiowux cmpan mupa, Eseponetickuil
Cow3 npumensiem cucmemy cpeocme OXpaHvl MOP2OGIU. MU cpeocmea npedocmasiaom
Eeponetickomy Coro3y 603modcHocmu  3auuujams C80UX Npouzsooumesieli. Om HeyecmHOL
MOP206AU  UMNOPMHBIMU  MOGAPAMU  UIU  CYOCUOUPYEMO20 UMNOpmMA, d MAaKkx#ce Om SAPKO
BbIPAJNCEHHBIX UBMEHEHULl NOMOKO8 MOp206IU, eciu OHU 6pedHbl 0aa sxonomuku EC.
OKoHoMuueckas 060CHOBAHHOCIb CPEOCME 3AUUMbL TMOP2OBIU — AHMUOEMNUH2A U AHMUCYOCUOUL,
8 CYWHOCMU, OCHOBLIBACTCA HA MOM, YMO ) MeNCOYHAPOOHOU MOp208IU Hem HU 0O0HO20
Mexanuzma 0N UCNpasleHusi Nocie0Cmeuti 0esamenrbHOCmU, 02PaHUYUsalouel KOHKYPEeHYuro,
N0X0Jice20 HA UHCMUMYMbl HAO30pA 34 KOHKYPeHyuell, Komopvle Oelcmayiom npakmuyecku 8
Kaxcoou HayuoHanbHou sxonomuke. Eeponetickuut Coio3 npumensem mepbl 0Xpauvl mop2oeiu,
OCHOBbIBAACHL HA NPABULAX, PA3PAOOMAHHLIX HA OCHO8aHuu 002080poe BTO, ycmanasnusaouux
Mepbl  OXpawbl MOpP206AU U NPUHYUNLL  UX NPUMEHEHUSl KAK 3aKOHHble UHCIPYMEeHMbl
MHO20CMOpOHHell c80O00HOU mopeosenu. B cmamve paccmampusaiomes npuHyunsl npumMeHeHus
Mmep oxpanvl mopeoenu EC, cmamucmuka cpeocme oxpansl mop2oeu.

Knrouesvie cnosa: mopeosas nonumuka, 3auuma mopeoséiu, AHMUOEMNUH208ble Mepbl,
aHmucyocuoutinvle mepbol.

Statement of the problem. Trade defence instruments are triple: anti-dumping, anti-
subsidy, and safeguards. The purpose of the two first instruments is to prevent unfair trade. They
are applicable in such cases as when products are imported under conditions contradicting the
principles of fair competition in the international trade. The purpose of the third one is to give time
to the industry of an importing country to adjust to highly increased imports. The important point is
that these instruments should be applied in an effective and strict way trying to ensure respect for
the rules of international trade and to shield the Europe’s interests from unfair trade. Article is to
discuss the EU's trade defence policy principles and analysis of EU trade defence measures in
practice. The European Union applies trade defence instruments following the rules prepared by
WTO agreements, which determine trade defence instruments and principles of application thereof
as the legal tools of multi-country free trade system. Defence against unfair trade is the most
politically and economically important instrument, which helps to defend the free trade. It helps to
support the interests of European employees and the European competitive ability and is an
important part of help to Europe when fighting the results of globalization.

Task formulation. The subject of the article is to discuss some aspects of the EU trade
defense policy, to review the WTO and EU system of legal deeds in trade defense as well as to
discuss the tendencies and structure of the trade defense measures applied.

Main material exposition. The EU’s anti-dumping and anti-subsidy legislation was first
enacted in 1968 and has since been modified several times. The current basic texts, which form the
legal basis of antidumping and anti-subsidy investigations in the EU, entered into force in March
1996 and October 1997 respectively. These are in line with the Anti-Dumping and Anti-Subsidy
Agreements adopted during the GATT/WTO negotiations. The basic texts are:

— Council Regulation (EC) No 1225/2009 of 30 November 2009 on protection against
dumped imports from countries not members of the European EU — Codified Version [1];
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— Council Regulation (EC) No 597/2009 of 11 June 2009 on protection against subsidized
imports from countries not members of the European EU — Codified Version [2].

The principle of liberalisation of imports was set under the GATT 1947 and strengthened
under the 1994 WTO Agreements. As safeguard measures consist of the unilateral withdrawal or
suspension of a tariff concession or of other trade liberalisation obligations formerly agreed, they
have to be considered as an exception to this principle. Under WTO rules, safeguard action has to
be viewed as a temporary defence measure that applies to all imports of the product covered by a
measure, irrespective of origin. As regards non-WTO members, safeguard measures may be
selective and apply to products originating in a specific country.

The above-mentioned principles are all reflected in the relevant EU regulations.
Additionally, the adoption of measures in the EU requires an analysis of all interests concerned, i.e.
the impact of the measures on producers, users and consumers. In other words, safeguard action can
only be taken when it is in the EU’s interest to do so. The current EU safeguard instruments are
covered by the following regulations:

— Council Regulation (EC) No 260/2009 on the common rules of imports — Codified
Version [3];

— Council Regulation (EC) No 519/94 on common rules for imports from certain third
countries and repealing Regulations (EEC) No 1765/82, 1766/82 and 3420/83 [4]. This Regulation
was amended in 2003 when a Transitional Product-Specific Safeguard Mechanism for imports
originating in the People’s Republic of China was adopted. This Regulation ensures that Council
Regulation (EC) No 519/94 is no longer applicable to the People’s Republic of China;

— Council Regulation (EC) No 517/94 on common rules for imports of textile products from
certain third countries not covered by bilateral agreements, protocols or other arrangements, or by
other specific EU import rules [5].

The trade defence instruments were created in the international law as an instrument to
correct the results caused by an activity restricting competition on a world scale. The European
Union improves the WTO rules concerning application of more strict trade defence instruments and
more precise use thereof in the internal market. Economical legitimacy of anti-dumping and anti-
subsidy trade defence instruments is generally based on the fact that the international trade has no
mechanism for correcting anti-competitive practice similar to the competition authorities that
operate in almost all national economies. Moreover, at least a few jurisdictions have accepted the
official rules of subsidy control or have created institutes similar to the national ad rules of the
European Union. Anti-dumping instruments are the only instrument foreseen by the international
law to defend against effect of unfair trade with products being imported from such markets at
dumping prices affecting the EU industry. Similar compensation actions are directed against unfair
subsidies of producers in third countries, as far as there are no certified international instruments to
restrict such interventions. Defence actions are directed against imports, which increases at a scale
causing big damage or which can cause it to the EU industry.

On an international level, unfair trading practices such as dumping and the granting of
subsidies were identified as a threat to open markets as early as 1947, when the first GATT
agreement was signed. This is a part of general agreement establishing that open markets provide
new opportunities, if the rules are complied which ensure the performance of trade under equal
conditions for everyone. Duly complied rules ensure the opportunity for all the trade partners to
compete with their advantages, and the biggest benefit is provided to citizens and society. This
means that all the countries should be able to resist unfair trade. However, this should be tried to
achieve when following clear and transparent legal acts, which would ensure that the rules wouldn’t
create any conditions for occurrence of protectionist pressure or political influence.

Trade defence instruments are often the only means that companies have in order to react to
unfair international trading practices. At the same time, the application of trade defence instruments
can have an impact on users and consumers. There are disagreements about economical legitimacy
of application of trade defence instruments. Some economists argue that the trade defence
instruments are necessary when there are no rules on competition agreed on a world scale. Some of
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them think that the trade defence instruments cannot be economically legitimate from the point of
general wellness of a country. Others think that they can be abused in order to protect against
competitive import on the grounds of sectors’ interests. However, there are persons trying to prove
that the anti-dumping actions are legitimate in that case only when an exporter from a third country
benefits from the fact that there are no rules on competition at all in the country or the existing ones
aren’t implemented effectively enough. From the point of view of the EU trade policy, it is
necessary to try for general EU interests with respect to interests of producers, employees and
consumers, by applying trade defence instruments. The EU trade rules are applicable when prices
are lower not due to competitive advantages of third countries in regard to labour force and
production prices, but due to the fact that such advantages are related to some conditions of unfair
competition, for example, subsidies or any other distortions caused by intervention of a
country [11].

Globalization promotes international distribution of labour force because of significant
reduction in outlay for transport and communication. Economical interests of the EU do develop
dynamically as the world and the EU relations with third countries change. European companies use
production bases outside the European Union more often, at the same time preserving significant
activity and occupation in Europe. Talking of trade defence instruments, it is important to
understand that the EU rules have well evaluated the condition when European companies sell their
production potential and start competing with production companies operating in the EU, which can
be negatively affected by trade defence instruments.

Table 1
New investigations initiated by country of export during the period 2007-2013
Country of origin 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | Total
Argentina - - - - - 2 - 2
Armenia - 1 - - - - - 1
Belarus 1 1 - - 1 - - 3
Bosnia & Herzegovina 1 - - 1 - - - 2
Brazil - 1 - - - - - 1
China (People's Republic of) 6 6 7 10 8 7 6 50
India - - 2 3 3 2 1 11
Indonesia - - - 1 - 3 1 5
Iran - - 2 - - - - 2
Kazakhstan - - - - 1 - - 1
Korea (Rep. of) - 1 1 - - - - 2
F.Y.R.O.M. - - - - - 1 - 1
Malaysia - - 2 1 - - - 3
Moldova (Rep. of) - 1 - - - - - 1
Oman - - - - 2 - - 2
Pakistan - - 2 - - - - 2
Russia 1 - - - 1 - - 2
Saudi Arabia - - - - 2 - - 2
Taiwan - 1 1 - 1 - 3
Thailand - 1 2 1 - 1 - 5
Turkey - 2 - - 1 1 - 4
Ukraine - 1 - - - 1 - 2
UAE - - 2 - - - - 2
USA - 4 - 1 2 - - 7
Vietnam - - - - - - 1 1
Total investigations 9 20 21 18 21 19 9 117
Of which anti-dumping 9 18 15 15 17 13 4 91
Anti-subsidy 0 2 6 3 4 6 5 26
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Source: The Directorate General for Trade of the European Commission.

In the European Union, on 1 January 2014 86 anti-dumping and 12 anti-subsidy instruments
were in force for third countries, in the beginning of 2013 — 102 anti-dumping and 10 anti-subsidy
instruments, in the beginning of 2012 — 117 anti-dumping and 10 anti-subsidy instruments, in the
beginning of 2011 — 124 anti-dumping and 11 anti-subsidy instruments, in the beginning 2010 —
135 anti-dumping and 8 anti-subsidy instruments, in the beginning of 2008 — 127 anti-dumping and
9 anti-subsidy instruments, and in the beginning of 2007 — 134 anti-dumping and 12 anti-subsidy
instruments. There were no defence actions in force. There are no clearly expressed trends in the
dynamics of applicable trade defence instruments. The most trade defence instruments were applied
within the discussed period in 2007 and in the beginning of 2010 [9].

Less than 1 per cent of the EU's imports are affected by trade defence instruments. The
measures used have targeted unfair practices by trading partners, while limiting any trade
distortions [10, p.22].

Table 1 provides data concerning EU trade defence investigations initiated during the period
2007-2013. Only one investigation was initiated in the European Union within the explored period
— an investigation on introduction of defence instruments, it is the investigation on modems from
China, which was initiated in 2010 (OJ C 171, 30.06.2010, p. 9). Statistical data of trade defence
investigations which have been initiated show that there are no clearly expressed trends. Number of
investigations which have been initiated is instable. The most investigations were initiated in 2009
and 2010. Anti-dumping to anti-subsidy investigations ratio tends to vary as well. Anti-dumping
investigations are carried out more often than anti-subsidy ones. It is a universal trend as far as anti-
subsidy investigations are much more difficult to carry out. It is difficult to prove the fact of
subsidizing of production or exports of goods on the grounds of information provided by another
country, these investigations are more expensive than anti-dumping ones. There are no clear trends
in the anti-dumping and anti-subsidy ratio, and this ratio is instable. In the total number of
investigations within the explored period, the anti-dumping investigations made 77,8 per cent. The
EU's initiation activity expressed in average initiations per year in the period 2009 to 2011 has
decreased when compared to the periods 1996-2008. In the period 2009-2011 and average of
51cases initiated pervs 67 for the previous 13 years. The economic crisis has not led to an increase
in the cases initiated. [7].

Table 2

New investigations initiated by product sector during the period 2007 — 2013
Product 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | Total
Chemical and allied 2 - 9 7 11 - 1 30
Textiles and allied - - 3 - - - 3 6
Wood and paper - - - 2 - - -
Electronics - - 1 2 - 2 - 5
Othgr me;chamcal i 1 1 1 1 1 i 5
engineering
Iron and Steel 6 11 4 3 6 11 1 42
Others metal - 1 - 1 - - 7
Other 1 2 3 2 5 4 20
Total investigations 9 20 21 18 21 19 9 117

Source: The Directorate General for Trade of the European Commission.
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Analyzing the structure of anti-dumping and anti-subsidy investigations which have been
initiated in the EU in 2007 — 2013 according to kinds of goods (Table 2), it should be noticed that
the bigger part thereof is related to metals — 41,9 per cent of total number of investigations. The
next groups of goods according to number of investigations which have initiated is chemical goods
— 25,6 per cent, textile products and electronics.

Initiations of anti-dumping investigations by the 20 principal users of the anti-dumping
instrument between 1995 and 2012 account for around 92% of all initiations by WTO members
(Table 3). In absolute terms India has overtaken the United States in the number of initiations, while
this order is reversed when definitive measures are concerned. The EU ranks third on both counts.

Table 3
Initiations of anti-dumping investigations by the 20 principal users of the anti-dumping
instrument between 1995 and 2012

No Initiator Investigations | No Initiator Investigations
1 | India 673 11 | Korea, Republic of 113
2 | United States 469 12 | Mexico 109
3 | European Union 450 13 | Indonesia 96
4 | Argentina 293 14 | Pakistan 76
5 | Brazil 280 15 | Egypt 71
6 | Australia 247 16 | Peru 71
7 | South Africa 217 17 | Thailand 61
8 | China 200 18 | Colombia 56
9 | Canada 166 19 | New Zealand 56

10 | Turkey 162 20 | Malaysia 54

Source: World Trade Organisation

Third countries use the trade defence instruments against the EU guite intense. There were
146 measures in force at the end of 2011, which represents and increase of 23 measures as
compared to last year's. This is the highest figure since 2008. The vast majority of these measures
are from the area of anti-dumping (94 in 2011 as compared to 89 in 2010), but the proportion of
safeguards is ever increasing (46 as compared to 30). This is the main reason for the high number of
measures this year. Countervailing measures only represent a minor portion. There were 6
countervailing measures in force at the end of 2011, at the end of 2011 — 4 measures. In total, 36
new measures have been imposed in 2011. This is much more than the 15 impositions in 2010.
While the number of anti-dumping measures imposed was not insignificant (13 in 2011 as
compared to 8 previously), the development in terms of safeguards was remarkable. Indeed, not less
than 22 safeguard measures were imposed in 2011. This figure should however be nuanced with the
fact that 8 of these measures only consisted of the extension of Russian measures to the territory of
Belarus and Kazakhstan following their newly constituted Customs Union. In addition, this figure
also includes 6 measures which were imposed by Indonesia but concern products which are hardly
exported from the EU. The impact of this expansion of safeguard measures is thus relatively limited
for EU firms [9].

The third country activity in application of trade defence instruments also show the number
of new investigations. Not all of investigations being initiated end with trade defence instruments,
but they show the countries’ activity and position on application of trade defence instruments. In
2007, 19 investigations on trade defence were initiated against EU goods, in 2008 — 33, in 2009 —
45, in 2010 — 40, and in 2011 — 33 [9]. Presented statistics on trade defence investigations against
EU goods clearly shows that the number of investigation has increased since 2008. This is related to
the global financial crisis started in 2008 and aspirations of some countries for improvement of
positions of their producer countries in the market with the help of trade defence instruments. It
isn‘t easy to distinguish negative effect of crisis from the effect of increased scale of the imports or
dumping imports during the crisis. This suggests to abuse trade defence instruments. It seems that
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since the end of 2008 the economic situation has caused that the WTO rules have been interpreted
especially broadly. In the analysis of causality, companies try to attribute the negative effect of the
financial crisis to imports at dumping prices, subsidized or increased imports, in this way enjoying
an opportunity not to indicate any other reasons not related to imports, which have had negative
effect on their situation. The bigger part of investigations initiated in 2009 — 2011 against EU goods
deals with safeguards instruments. They make 60,2 per cent of total number of the investigations
which have been initiated. Anti-dumping investigations make 30,0 per cent. [9].

Trade defence actions shall help to ensure fair international trade. From the other side, some
efforts are possible to use when any trade defence instruments are used to escalate protectionism.

Conclusions. The EU applies trade defence instruments following the rules prepared by
WTO agreements, which determine trade defence instruments and principles of application thereof
as the legal tools of multi-country free trade system. Application of trade defence instruments is
reasoned by the fact that the international trade has no international mechanism for correcting anti-
competitive practice similar to the competition authorities that operate in almost all national
economies. Trade defence instruments have developed in international law as a means of correcting
the trade distorting effects of uncompetitive practice.

Data of trade defence investigations which have been initiated by EU show that there are no
clearly expressed trends. Number of investigations which have been initiated is instable. The most
investigations were initiated in 2009 and 2010. Anti-dumping to anti-subsidy investigations ratio
tends to vary as well. Anti-dumping investigations are carried out more often than anti-subsidy
ones. This trend has formed as far as anti-subsidy investigations are much more difficult to carry
out. Anti-dumping instruments are the most often applied defence instrument in the European
Union. Anti-dumping instruments are applicable to imports of goods into European Union at lower
prices than normal value of such goods in the internal market of exporting country. In the beginning
of 2014, anti-dumping instruments made 87,8 per cent of total number of all the trade defence
instruments applied in the EU. The EU's initiation activity expressed in average initiations per year
in the period 2009 to 2011 has decreased when compared to the periods 1996-2008. The economic
crisis has not led to an increase in the cases initiated.

Third countries use the trade defence instruments against the EU guite intense. Presented
statistics on trade defence investigations against EU goods clearly shows that the number of
investigation has increased since 2008. This is related to the global financial crisis started in 2008
and aspirations of some countries for improvement of positions of their producer countries in the
market with the help of trade defence instruments.

REFERENCES

1. Council Regulation (EC) No 1225/2009 of 30 November 2009 on protection against dumped imports from countries
not members of the European EU — Codified Version. — OJ L 343, 22.12.2009, p. 51.

2. Council Regulation (EC) No 597/2009 of 11 June 2009 on protection against subsidized imports from countries not
members of the European EU — Codified Version. — OJ L 188, 18.07.2009, p. 93.

3. Council Regulation (EC) No 260/2009 on the common rules of imports — Codified Version. — OJ L 349, 31.12.94, p.
53.

4. Council Regulation (EC) No 519/94 on common rules for imports from certain third countries and repealing
Regulations (EEC) No 1765/82, 1766/82 and 3420/83. — OJ L 67, 10.3.94, p. 89.

5. Council Regulation (EC) No 517/94 on common rules for imports of textile products from certain third countries not
covered by bilat— eral agreements, protocols or other arrangements, or by other specific Community import rules. —
OJL67,10.3.94,p. 1.

6. European Commission.Trade Defence Statistics covering the full year of 2013. Retrieved Jan 06, 2014 from
http://trade.ec.europa.eu/doclib/docs/2014/february/tradoc_152184.pdf

7. European Commission. 30th Annual Report from the Commission to the European Parliament on the EU's Anti-
Dumping, Anti-Subsidy and Safeguard activities (2011) /COM(2012) 599 final/.

8. European Commission. Commission staff working document accompanying the document Report from the
Commission to the European Parliament ninth report overview of third country trade defence actions against the
European Union (statistics up to 31 December 2011 but commentary on cases and text is updated to march 2012) /
SWD/2012/0184 final /.

3



ISSN 2223-3822 © Socio-Economic Problems and the State, Vol. 10, No. 1, 2014

9. European Commission. Report from the Commission to the European Parliament ninth report overview of third
country trade defence actions against the European Union (statistics up to 31 December 2011 but commentary on
cases and text is updated to march 2012) / COM/2012/0344 final.

10. European Commission. Communication from the Commission to the European Parliament, the Council, the
European economic and Social committee and the Committee of the regions Trade, Growth and World Affairs Trade
Policy as a core component of the EU's 2020 strategy / COM/2010/0612 final/.

11. European Commission. Communication from the Commission — Global Europe — Europe's trade defence
instruments in a changing global economy — A Green Paper for public consultation /COM/2006/0763 final /.

12. Rimkus V. Vidaus rinkos apsaugos priemoniy taikymas Lietuvoje. Jurisprudencija : mokslo darbai, Vilnius: Mykolo
Romerio universiteto Leidybos centras, 2005, T. 73(65), pp. 96-105. — ISSN 1392-6195.

Peyensia: a.e. . Anomasiayitre Aanyra

Reviewed: Dr. Danuté Adomaviciate

Received: February, 2014
15t Revision: April, 2014

Accepted: May, 2014

«32)



