


9 | Suntrust Bank 171.501 268.822
10 | PNC Bank National ASSN 128.348 210.693
11 | Northern Trust Company ©65.200 184177
12 | Mellon Bank National ASSN 39.476 183.003
13 | Keybank National ASSN 98.048 136.697
14 | National City Bank 151.165 110.748
15 | U S Bank National ASSN 242.308 87.448
16 | Regios Bank 139.354 80.155
17 | Branch Banking&Trust Co. 132.884 63.524
18 | Merrill Lynch Bank USA 58.042 59.567
19 | RBS Citizens National ASSN 132.051 57.625
20 | Fifth Third Bank 67.272 55.976
21 | Union Bank of California NA 60.228 35.486
22 | Lasalle Bnak National ASSN 68.379 34.601
23 | UBS Bank USA 27.316 34.160
24 | Deutche Bank TR Co Americas 46.071 33.887
25 | Lehman Brothers Coml BK 6.418 28.086
Total top 25 7.188.756 181669.224
Alte banci neincluse n tabel 2.741.623 466.209
Total banci utilizatoare de derivate 9.930.380 182.135.432

6. Concluzii

Un aspect deosebit de important in studiul
derivatelor de credit este cel al reglementérilor
sau altfel spus al lipsei acestora. Se poate spune
ci o parte din criza mondiald ce se manifestd in
momentul de fatd este datoratd lipsei
reglementarilor de pe aceastd piati. Fostul
presedinte al FED Alan Greenspan a fost
sustindtorul pietelor ce functioneazi eficient
fard constrangerile reglementarilor impuse de
autoritati.

Consider c¢i pe o piad puternic
inovatoare, ce inregistreaza cregteri
exponentiale perioade lungi de timp este

necesard instaurarea unei discipline impuse de o
autoritate de control. Criza mondiald consider
cd se datoreazi in mare masurid unei cregteri
dezorganizate a pietei, unei tendinfe de a inova
peste capacitatea pietei de a integra noile
produse gi nu in ultimul rand unei tendinte de a
urmari profitul cu orice pret.

Pentru a intregi tabloul in momentul
prezent este acceptati ideea promovati de
guvernul SUA ca pentru depasirea actualei
crize este necesara relansarea creditdrii pentru a
stimula consumul astfel aparand cregterca
economicd. Variantd ce presupune si consumi
azi platind cu veniturile de maine, situatie
deosebit de riscanta in contextul actualei crize.
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Asa cum am mentionat in prezentul articol
valoarea derivatelor potential toxice depageste
capacitatea concertati a statelor lumii de a
furniza lichiditati. PIB-ul mondial este de
aproximativ 60 trilioane dolari, iar valoarea de
piatd a derivatelor la nivelul trimestrului al
doilea din 2008 a fost de aproximativ 600
trilioane dolari. Aceastd valoare nu este fixi ea
putand inregistra modificiri Tn functie de
variatia pietei. Acest aspect a putut fi observat
din datele furnizate, criza a luat aspecte
dramatice in a doua jumitate a anului 2008
atunci cand valoarea de piatdi a derivatelor a
ajuns la 408 trilioane dolari. Aceste cifre se
referd numai la instrumentele financiare
tranzactionate pe pietele bursiere. Dacid luim in
calcul g1 pietele OTC care la nivelul lunii iunie
2008 aveau o valoare de piata de 800 trilicane
dolari putem spune cd economia mondiald sta
sub o bomba atomica gata amorsata. Scaderea
puternicd a valorilor inregistrate pe aceste piete
a determinat g1 poate determina pierderi
fabuloase pe care consider ci nu este datoria
statelor de a le acoperi. Nu statele sunt cele care
au investit in speranta obtinerii de castiguri
fabuloase g1 nu este echitabil ca statele sa
acopere pierderile inregistrate. Eventualele
cagtiguri obtinute din urma produselor derivate
sunt ale investitorilor dar pentru pierderile
inregistrate a  aparut  teoria  ajutorului



guvernamental. Fabula cu micul vrdjitor ce nu
stie ce a declangat a capdtat noi valente odaté cu
actuala criza financiari.

Numeroase studii efectuate de cercetitori
in domeniul economiei mondiale au ardtat ca
incd de acum un deceniu c¢id SUA are un
consum nesustenabil la nivel planetar (daca
intreaga populatic a planetei ar avea nivelul de
trai din SUA) datoritd resurselor extrem de
limitate. Aceastd nesustenabilitate nu este cu un
anumit orizont temporal ea este imediata.
Motivul pentru care consumul tirilor extrem
dezvoltate nu a produs un colaps imediat este
acela cd a existat o contraparte §i anume un
nivel de trai extrem de scidzut in numeroase tiri
din lumea a treia. Din acest punct de vedere
actuala crizi nu face altceva decat si aduca
consumul la un nivel suportabil pentru resursele
limitate ale planetei Pamant.

Derivatele financiare in acest context pun
probleme majore atat la nivelul cadrului legal in
care functioneazi aceste piete cat si asupra
modului in care aceste instrumente financiare
pot fi controlate de citre utilizatorul final. Un
instrument derivat poate fi un instrument de
acoperire a riscurilor inevitabile din orice
activitate economicd sau poate fi un instrument
financiar perfect adaptat speculatiei. Dualitatea
este s mai mare datoritd faptului ¢d nu pot
exista hedgeri fira existenta speculatorilor.

Deoarece contrapartea investitorilor cu
aversiune la risc este dati numai de investitorii
cu mare apetit la risc.
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Pentru instituirea unui climat corect de
functionare al pietelor produselor financiare
derivate reglementarea ar trebui sd construiasci
regulile jocului, caracteristicile participantilor gi
modul in care pot fi concepute noi instrumente
derivate. A stopa produsele derivate este ca i
cum am inchide o poarti de evolutie pe
considerentul ca este prea riscantd datorita
licomiei participantilor. Prin urmare concluzia
personald este aceea ci este necesari o mutatie
la nivelul gandirii economice astfel incat si se
faca trecerea la o rationalizare a consumului sau
altfel spus o rationalizare a nevoilor.

In finalul acestui articol consider ci
aspectul pozitiv al actualei crize este acela ci o
adancire a acesteia va genera mai apoi o
insidndtogire a sistemului economic mondial pe
toate nivelurile lui.
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DERIVATIVES AND COMMERCIAL BANKS RISKS

Lector drd. Mircea Ciolpan

1.The trend of the derivatives products

The derivatives markets have two
components: stock exchanges and over the
counter markets. The explosive development
from the last 10 years has generated an
unbelievable  development of the credit
derivatives. That’s why the over counter
markets have surpassed the stock exchanges on
a global level. A characteristic of the actual
financial crisis 1s that certain investors, outside
the American space have almost failed, because
they exposed themselves on the US mortgage
market without participating directly. The
reason for this failure was the breakdown of the
credit derivatives, fact which initiated the real
losses of the foreign banks. A good example is
the German Bank — IKB Deutsche Industrie,
which in 2007 almost failed on the American
mortgage market, because exposed itself
without a real participation on the credit
market'®. One of the reasons of the Furopean
banks” losses (caused by the mortgage credits)
is based on the legislative differences between
Europe and America. If the wvalue of the
property is lower than the wvalue of the
mortgage, the debtor may transfer the mortgage
to the creditor, without being responsible for
the payment of the differences which may
appear. This 1s a characteristic of the
American market, which led the FEuropean
banks to an erroneous evaluation of the risks.

2.Stock market derivatives

The third trimester of 2008 presented a
strong diminution of the stock market
derivatives. Globally speaking, the notional
derivatives market has fallen from 600 trillion
dollars (in the 2nd trimester) to 542 trillion
dollars (in the third trimester). The biggest
diminution took place on a long term interest
rate derivatives market. The short term interest
rate derivatives have fallen by 66 trillion dollars
during one trimester, from the initial value of
473 trillion dollars. One of the reasons which

1 www zf.ro — german bank had losses of 1.3 billion euros in 2007-
2008;
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led to this diminution on the derivatives market
is the lowering of the reference interest rate by
the Central Banks from USA, EU and Great
Britain.

When it comes to equity index derivatives
we can speak about a spectacular retum; a
growth of 9 ftrillion dollars, up to 76 trillion
dollars. The rate exchange derivatives registered
a slight growth, only 0.4 trillion dollars, up to

7.9 trillion dollars.

The  commodity  derivatives  have
registered a diminution in the third trimester,
from 425 million to 410 million dollars. A
reason could be decrease of oil price.

The fourth trimester of 2008 has
continued the decreasing trend of the

derivatives contracts concluded with the stock
exchanges, (408 trillion dollars, a decrease by
135 trillion dollars in 3 months). A value
decrease by 25%, which continues the one from
the third trimester of 2008, by 10%. This
decreasing could be put on a lower risk appetite,
a decrease for policy rates on the main markets
and a lower activity of the hedge funds.

Decreasing the interest rates determined
a decrease interest rate derivatives turnover
to345 trillion dollars, by 27% in three months.
Also equity derivatives turnover decrease up to
58 trillion dollars, by 25% in the fourth
trimester of 2008.The foreign exchange
derivatives decrease tremendously in the fourth
trimester of 2008 up to 5,6 trillion dollars, a
minus 30% from the last trimester level. The
commodity derivatives market was
characterized in the last quarter of the year 2008
by an increase of contact number with 10,4%,
up to 450 millions if we compare with quarter
4, 2007. An increase in number but not in
turnover.

3.The Over The Counter markets

The notional amount registered on mid
year 2008 was 863 trillion dollars, a growth of
21% from the beginning of the year. Even if it
was a growth for the credit default swap



derivatives registered, for the first time, it was a
decrease of 1%o.

The interest rate derivatives growth at the
end of June, 2008 up to 4583 trillion dollars,
17% bigger than the level at the beginning of
the vyear. Another important growth was
registered for exchange rate derivatives with
12% compared with January, 2008, up to 63
trillion dollars. Equity derivatives had a plus
20% in the first half of the year 2008, reversing
the trend of 2007. The value for this contracts
was at end June of 10,3 trillion dollars. Half of
these contracts were denominated in European
equities. Also commodities derivatives had a
strong growth for the first half of the year 2008,
10,3 trillion dollars in figures, and 56% growth
from the beginning of the year. For these
contracts it was important that non gold
derivatives had a notional amount of 12,6
trillion dollars. Gold denominated derivatives
decreased with 9% in the first half of the year
2008.

For the OTC markets statistical data are
available only until end June 2008 and
therefore we cannot analyze the decreasing
trend from the second half of the vear.

4.The USA derivatives market in 2008

Derivatives market of USA is the most
developed and biggest at global scale. The two
components of derivatives, the exchange one
and the OTC, have almost 64% of all notional
amounts traded. The over the counter markets
from North American continent have a
significant share of financial derivatives. That’s
the reason of my following analyses of the OTC
markets in USA, and their impact on global
financial system.

The American commercial banks reported
vields from derivatives markets of 1,6 billion
dollars in the second quarter of the year 2008
by comparison with 721 million dollars in the
first quarter of 2008. This growth was under the
average of the previous 8 quarters of 2 billion
dollars. Nevertheless the total notional amount
derivatives of the American commercial banks
growth with 1,8 trillion dollars in the second
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quarter of 2008, this growth represent 1% of
this market of 182,1 trillion dollars. From all
derivatives the interest rate ones represent 80%
from all.

Derivatives markets in the USA banking
system are controlled by a small group of
important financial institutions. Five American
commercial banks trade 97% from all notional
amounts and 89% from net credit exposure.
This market level of concentration is a reason
for concern for the authorities. These authorities
consider that such a concentration is not
dangerous for the moment because the
derivatives management needs to be highly
specialized and to have huge costs. Another
reason would be the fact that on the OTC
markets may also appear other important
investors such us investment banks and banks
from abroad.

As I have already presented, the American
markets registered for the second quarter of
2008 a growth of 893 million dollars, 124% in
percents compared with the 721 million dollars
in the first quarter of 2008.

The  foreign  exchange  derivatives
increased in the fourth quarter of 2008 with
32% to a record level of 4.033 million dollars.
Contracts on foreign exchange were the most
profitable in quarter 4, 2008. The credit
derivatives decreased heavily with 9 billion
dollars in quarter 4 after 2.5 billion losses in
quarter 3, 2008. As well the interest rate and
equities contracts registered losses of 3.420
million dollars and 1.229 million dollars.
Losses from trading commodities derivatives
were 1% to 338 muillion dollars.

The banking system went through a harsh
climate in 2008 and for the first time in its
history had losses of 836 million dollars against
5.489 million dollars in 2007. Banks had losses
of 12,6 billion dollars on credit derivatives, on
interest rate contracts decreased 7 Dbillion
dollars, -89% from the previous quarter, on
equity derivatives decreased 2 billion dollars.
The only performers were foreign exchange
derivatives with revenue of 11,4 billion dollars
and commodities with 1,5 billion dollars.



Table 1

{millions dollar)

Trading Q4 Q3 Q4-0Q3 | Q4-Q3 Q4 Change Change
revenue 2008 2008 (%) 2007 2008- 2008-
2007 2007
(%o)
Interest rate -3.420 984 -4.404 -44% -357 -3.063 -858%
Foreign 4.093 3.090 1.003 32% 1.873 2.220 118%
Exchange
Equities -1.229 -954 -257 -29% 205 -1.435 -698%
Commoditics 338 342 -9 -1% 88 250 284%
Credits -8.958 2.544 | -11.302 -45% | -11.780 2.822 24%
Total revenue -9.176 6.005 -15.181 -233% -9.970 794 8%
www.bis.org
Table 2
{millions dollar)
Trading 2007- % 2006 - %
revenue 2008 2007 2008 2007- 2006 2007 2006 -
2008 200
Interest rate 866 7.902 -7.036 -89% 4618 3.284 71%
Foreign 11.363 6.974 4.388 63% 7.953 979 -12%
Exchange
Equities -2.017 2.991 -5.008 -167% 4952 -1.960 -40%
Commodities 1.543 295 1.248 424% 1.265 -970 -77%
Credits * -12.590 | -12.673 83 -1% na n/a n‘a
Total revenue -836 5.489 -6.324 -113% | 18787 | -13.298 -71%
www.bis.org “reports started with first quarter 2007

5. Commercial Banks and derivatives
trading risks

Credit risk is significant for the banks
which trade derivatives. The price for the
support asset in a derivative contract is the
reference point for derivative price. From this
point of view the credit risk for derivatives is a
sum of values such as: when the investment
will be made, the market volatility, the maturity
and the contract liquidity.
Credit risk for derivatives is different than the
bank credit risk - credit departments. The first
aspect 1s determined by the unforeseeable side
of the derivatives. Regarding the credit
activity, the risk is represented mainly by the
amount owed by the debtor. For the swap
derivatives the risk is bilateral. Each part of the
contract has (mainly for the contracts on long
term) an exposure for the counter part which
lasts till the end of the transaction.

The market risk is controlled by the
banks, through transactions which try to
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eliminate potential losses. Value at Risk (VaR)
is a statistical method used for measuring
potential losses on a determined period of time
with a determined probability, on a normal
market. It is important to mention that VaR
doesn’t measure the maximum losses, it
estimates the losses with a determined
probability. A value for VaR of 50 million
dollars with 99% trust measured during a
trading day, means a possibility to loose more
than 50 mullion dollars once in 100 trading
days, as long as the market doesn’t register any
shock. As VaR doesn’t measure the maximum
possible loss, the banks have some stress tests
to determine the probability to appear losses
beyond VaR measures.

The large banks publish their VaR in
financial reports. For a better perspective of the
market it is useful to compare VaR figures with
equity capital and net income of the banks.



Table 3

{millions dollar)

JPMorgan & Co. Citigrup Inc. Bank of America
Corp.

Avr. VaR 2008 196 292 111
Avr. VaR 2007 107 142 53
Equity capital 166.884 150.599 177.052
31.12.08

Net income 2008 5.605 -18.715 4.008
Avr VaR 2008 / Equity 0,12% 0,19% 0,06%
capital

Avr. VaR 2008/ Net 3,50% - 2,76
income

SEC Reports Q4/2008

From the analyze of the above table we
could notice a characteristic of the present: the
growth of the probability to have losses. On the
other hand. banks overview VaR calculation
with other specific tests. According to the
American banking regulations market risk is
commensurate on a VaR at 99% on a period of
10 days.

The banks calculate the figures based on
the report of profits or losses of the day and
VaR. This tests results determine the level of
the multiplier used on VaR measured through
the calculations of the necessary equity capital.
This multiplier is a safety measure alongside
the capital requirements. The present moment is
characterized by low quality assets and
volatility of the markets, a lot of American

banks have exceptions due to their losses bigger
than VaR and consequently they increase the
multiplier for capital.

Credit derivatives increased a lot in the
last 7 years, due to intense use by the dealers for
high yields. From 2003 until the end of 2007,
reports for credit derivatives show 100%
growth for each year. In the fourth quarter of
2008 credit derivatives decreased by 2%, in
figures with 252 billion dollars, and had a level
of 15.9 trillion dollars at end of 2008.

The next two tables point out the trend of
derivatives on short term. This tables present
the American bank involvement on the
derivatives market. The fourth quarter of the
year came with a growth of 14%, with 24,6
trillion dollars up to 200,4 trillion dollars.

Table 4
(millions dollar)
Q4 Q3 Q4-Q3 % % of Total
2008 2008 Q4-Q3 derivatives
Interest rate 164.404 137.190 27.214 20% 82%
contracts
Foreign 16.824 18.481 -1.660 -9% 8%
exchange
contracts
Equity 2.207 2.786 -579 -21% 1%
contracts
Commodity 1.050 1.234 -184 -15% 1%
contracts
Credit 15.897 16.148 =252 -2% 8%
contracts
Total 200.382 175.842 25.540 14% 100%
www.bis.org

From the second table analysis we
could notice that swap derivatives concentrate
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almost 63% of the notional traded on this

market.



Table 5

(millions dollar)

Q4 Q3 Q4-Q3 % % of Total

2008 2008 Q4-Q3 derivatives
Futures&Forward 22.512 24.483 -1.971 -8% 11%
Swaps 131.706 108.276 24.430 22% 66%
Options 30.267 26.934 3333 12% 15%
Credit derivatives 15.897 16.148 =252 -2% 8%
Total 200.382 175.842 25540 14% 100%

www.bis.org

On this credit derivatives market operates
(according to US surveillance authorities),
1.010 commercial banks at the end of 2008, 33
commercial banks more than the previous

by 3 dealers with a market share of 92% from
all the contracts.

This control is even bigger if we take into
consideration the first five dealers with a market

quarter. Even if this is a high number of share of 97%. For the first 25 dealers we
participants, the market is strongly dominated noticed a domination of almost
Table 6
{millions dollar)
Bank Total assets Total derivatives
1 JPMorgan Chase Bank NA 1.378.468 91.287.215
2 Bank of America 1.327.429 39.671.792
3 Citibank National ASSN 1.228.445 37.132.353
4 Wachovia Bank National ASSN 670.639 4.447.446
5 HSBC Bank USA National ASSN 177.466 4.063104
6 Wells Fargo Bank NA 503.327 1.515.920
7 Bank of New York 130.062 1.515.920
8 State Street Bank&Trust Co. 138.859 837.209
9 Suntrust Bank 171.501 268.822
10 PNC Bank National ASSN 128.348 210.693
11 Northern Trust Company 65.200 184.177
12 Mellon Bank National ASSN 39.476 183.003
13 Keybank National ASSN 98.048 136.697
14 National City Bank 151.165 110.748
15 U S Bank National ASSN 242.308 87.448
16 Regios Bank 139.354 80.155
17 Branch Banking&Trust Co. 132.884 63.524
18 Merrill Lynch Bank USA 58.042 59.567
19 RBS Citizens National ASSN 132.051 57.625
20 Fifth Third Bank 67.272 55.976
21 Union Bank of California NA 60.228 35.486
22 Lasalle Bnak National ASSN 68.379 34.601
23 UBS Bank USA 27316 34.160
24 Deutche Bank TR Co Americas 46.071 33.887
25 I.ehman Brothers Coml BK 6.418 28.086
Total best 25 7.188.756 181669.224
Other banks 2.741.623 466.209
Total banks trading derivatives 9.930.380 182.135.432
www bis.org (figures at 30.06.2008)

6. Conclusions
A very important aspect regarding the
study of credit derivatives is the regulation
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system or better the absence of such a system.
From one point of view we could say that the
actual crisis might be caused by the absence of
regulations (deregulation). Mr. Alan Greenspan,



former FED Governor, was a supporter of the
free market, a market which acts according to
its own will.

I consider that a highly innovative market,
which registers exponential growth for a long
period of time, needs to have discipline
imposed by authorities. The global crisis
appeared as a consequence of the inorganizable
market’s growth, an innovation tendency far
beyond the market limits and last but not least
because of the continuous need for profit.

For the moment it is highly accepted the
idea of US Government to put liquidity in the
system in order to restart the credit activity in
order to increase consumption. This action
means to consume today what we shall earn
tomorrow, a very dangerous situation in a crisis
context.

As 1 have already mentioned in the
present article the notional amount of
potentially “toxic”  derivatives exceeds all
economies in the world. The global GBP is
about 60 trillion dollars and the derivatives
value at the second quarter of 2008 was 600
trillion dollars. This value of 600 trillion dollars
is not a fix one, it can fluctuate according to the
market. As we could see before, when the crisis
took dramatic aspects in the third quarter of
2008, the derivatives decreased to the level of
408 trillion dollars. This figures regards only
the derivatives on the exchange markets. If we
take into consideration the OTC markets with a
level of 800 trillion dollars in July 2008 we
could say that the global economy is under an
atomic bomb ready to explode. The decrease of
the wvalue of derivatives on the market
determined and can still determine in the near
future huge losses. I consider that this is not the
responsibility of the state, to cover losses made
by greedy private investors. The eventual yields
obtained from the derivatives market belong to
their owners but in the case of potential losses
we have the theory of governmental help. The
story of young wizard who doesn’t know what
he has done gains new attributes in the context
of this financial crisis.

Many studies made by economic
researchers, have shown that on a global level
USA has an unsupported consumption (in case
the entire planet would have US’s way of life),
because of the extremely limited resources.

This unsupported consumption is an immediate
one, it doesn’t have a temporal dimension. The
reason why the big consumption of the
extremely developed countries hasn’t produced
an immediate collapse is the fact that many
countries of the third world have a low level of
life, and this can be seen as a counterpart. From
this point of view, the present crises reduces the
consumption to a tolerable level.

Financial derivatives create problems for
the legal context of these markets as well as for
the way in which such financial instruments can
be controlled by the final user. A derivative
product may be an instrument of covering the
inevitable risks from any economic activity, or
may be a perfect instrument adapted to
speculation.

Duality is even greater as it cannot be a
hedger without a speculator. The investors with
high risk appetite meet the investors with risk
aversion. In order to have a correct environment
on the derivatives markets, regulations should
establish the market rules, who should
participate, how and when new instruments
should appear. To stop the development of the
derivatives market looks like closing the door
for evolution, considering that it is too
dangerous, due to investors greed. My personal
opinion is that a new approach on the
economical way of thinking is necessary in
order to pass from an age of consumption to an
age of rationalized needs.

In the end, 1 consider that a positive
aspect of a deeper crisis is a promise of a new
beginning with a healthy global economy.
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THE ROLE OF NEGOTIATION IN INTERNATIONAL RELATIONS
AND PUBLIC ADMINISTRATION

PhD. Basile Neacsa
(Part II)

Negotiation as instrument

Within this entire assembly of structural
redefining, the negotiation process occupies a
central place, if we think of avoiding to going
back to a past dominated by human violence.

In our case, if we were to leave inertia,
spluttering and timidity from both candidate
countries and EU apart, we may say that the
negotiation process between them was finally a
great  success, due to its  dimension
(concomitant negotiation with 12 new EU
member states) and its profound character (32
chapters negotiated in a 2-3 - year interval).

During this period of negotiation, we
witnessed the assessment of numerous
techniques that implied different degrees of
complexity and implication from both sides. I
will not mention again the applied techniques
and strategies as they represent the subject-
matter of another study, vet I will insist on the
degree of complexity and the actors involved in
the negotiation process. I will not necessarily
refer to the negotiation between EU and a
member state, but I will draw the general frame
for negotiation that may be applied in any
negotiation system of Public Administration or
between Rulers and Public Administration or,
between two sovereign states.

As a concept, the negotiation process is an
assembly of practices allowing the drafting in a
peaceful way of the antagonist or divergent
interests of social autonomous groups or
entities, that 1s states or more or less reduced
collectivities. ' An agreement  obtained
between the negotiating parts may be on a long
or short period of time. Therefore we
distinguish three (3) complexity degrees
referring to the number of actors implied and
the dimension of the negotiation process.

- Bilateral-simple; we distinguish 2
participating actors who try a mutual adaptation
without extending the conflict on the horizontal

' Leon Constantin, Psychologie de la négociation, Paris PUF 1971.
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line (to other social categories or nation-states)
or on the wvertical line (of inducing an ethical
mutation process).

In bilateral-simple context (govern-union,
union—employers, state-nation to state-nation
etc.) the negotiation process presents a medium
complexity degree, where the ending may be
immediately  guessed afier drafiing  the
hypotheses of the problematic.

In case the involved parties treat with
priority the negotiation process, one of the
parties that does not have the intention to
negotiate yet it is present at the negotiation
table, this is due to a strategy well established
by him beforehand. The simulacra has several
well defined and dissimulated objectives:

- of avoiding a direct or accidental
confrontation, yet being not willing to give up
at anything at the “green table” ( ex. The Cold
War)

- of demonstrating the ill-meant intention
of the interlocutor such that be able to justify an
offensive ( ex. Dantzig passage, Irak invasion)

- of cheating the mnterlocutor making him
believe that he wishes to obtain an agreement
(ex. Jaruzelski-Solidarity-the Catholic Church)

- of gaining time to modify the force
relation by obtaining strategic information or
advance on the battlefield (ex. Mussolini in
Abyssinia, Paris negotiations between USA and
Vietnam)

- of exhausting the opponent through
waiting and time postponing
(ex. Negotiation between the Tariceanu
government and the education union).

In the absence of a simulacra of
negotiation, within the introducing hypothesis
inside a political system, for instance, between
government officials and a group of interests
from both domain of elaborating decisions and
the one of applying thereof, there should be
taken into account the following variables:'”

B P Claeys, "Sociologie politique iterne”, Ed. Complexe 2002, pp.25-
89



- the force relation existing between the
two parties;

- the dimension of claims ;

- available pressure means on one side
and the other;

- the reaction of public opinion;

- the numerical importance of the
represented social category;

- the moral and political value of the
defended cause;

- possible alliances (the variable leading
to the occurrence of the bilateral-compound
type negotiation).

If these are the first elements that should
be taken into account in a bilateral-simple
negotiation process, due to the complexity of
the process and its possible prolonging there
may also occur secondary factors that may
modify the power balance and lead to a power
lack of resistance at the pressure of groups:

- the control of information sources;

- intellectual,  affective, and moral
capacities of  government officials;

- ( for example, a great part of political
people help their origin region) ;

- the integrity of government officials or
carrying out their own interests;

- sensibility towards the reactions of the
public opinion;

- the authority they have and their
capacity of putting it into action;

- the effect of pressure that they may be
submitted fo.

Bilateral-compound; a bilateral-simple
situation may evolve towards a bilateral-
compound situation by entraining other social
pressure groups within the negotiation process.
The way we disclosed above, the possibility of
forming alliances with different other actors or
pressure groups within the negotiation process
makes that the entire process extend
horizontally.

The adjustment and finding an agreement
is more difficult as the number of participants
increases (the claims may be different and there
should be taken into account the specific of
cach new participant at the ,,green table™). In
general, the government officials try to limit the
horizontal extending as concessions are much
more important than in the case of the dialogue
with a single actor. On the other hand, the
union or group of interest is interested to attract
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other actors within the claiming-negotiation
process such as to increase the pressure over the
government officials.

During the entire negotiation process there
appears as bagic principle the mutual respect
between  participants and  excluding any
authority relation between interlocutors. But
how can this authority relation be excluded, as

long as his interlocutors are o different
hierarchic ~ positions  (minister  —unions,
employers-employees, dominant state-

developing state 13) ete)?
1. It may be obtained by suppressing the

authority relation throughout the
negotiation period. And the participation at

entire

a direct negotiation is lead by directly
involved protagonists. We notice that more
Both parties
in a negotiation,

and more nowadays. are

implied each trying
demonstrate to the other party the “force™ it

has or its availability. Both characteristics

are welcome by “media” in general
population in particular.(ex. Any union
strike wherein the minister / prime-minister
negotiates  directly with  the  union
leader/leaders).

By means of negotiators — the delegates that
are situated at the same level. This type of
negotiation will take longer yet the final

agreement will last longer. Due to its
discretionary character, “media” makes
many speculations on the negotiation

agenda endangering quite often the progress
thereof.

If the actors belong to two different states,
and the conflict extends horizontally by co-
opting other states on one side and the other, it
may result in a violent action if the power
balance is balanced, yet a major discontent of
one side persists (See the First World War)

If the force relation is net in favor of one
party, then the conflict may lead to a very long

" The negotiation process between USA and Iran experienced many
faces since its start in 1979. At present, due to USA obstinacy in
conditioning any negotiation continuation in order to reestablish
diplomatic relations between the two countries, to the fact that Iran must
renounce at enriching uranium, and submit to the control carried out by
IAEA (International Atomic Energy Agency) experts, the negotiation
process is stopped. The Iranian nuclear program started in the *50s with
USA support. (10.05.2007-Agence France-Presse- Iran blocked the
access of IAEA inspectors)



negotiation W or trigger a violent action against

one party; the war in eX-YugoslaVia.ls) In this
case, we assist at a conflict increase on the
vertical where ethical'® mutation may occur
with those who give up or are to give up at the
negotiations table. Mass- Media generally
supports the “weaker” one, if it does not have
obscure and well-financed interests, which 1s
the most case (for example, the negotiations
from Doha, the war in ex-Yugoslavia). Thus,
we assists at a manipulation of the public
opinion with the consent of some developed
countries. The same operational system is met
in case of a negotiation between government
officials and union/unions. The government
may co-opt union leaders from the political area
making the latter ones directly interested in
their personal fate.

Coming back to the two examples
mentioned above, the difference between them
is that of war or negotiation rank. The
differentiation was carried out due to the
occurrence of the humanitarian order variable
(the human rights) and the horizontally
extending variable (the number of states co-
opted in the process of negotiation increases)
which comes and adds to the problems’
hypothesis.

If in case of the “ Doha negotiations™ the
participant countries are numerous and have
generally free access to mass-media, in case of
Yugoslavia it did not manage to attract on its
side allies (except for Russia) and western
mass-media, mainly, was as Thostile as
posisible.m in both cases the winners are those
who belong to the group of developed
countries.'?

") The Doha negotiations, under the WCO auspices, started in 2001
within the context of recognizing the necessity of liberalization of the
international commerce with explicitly objective of participating into
the development of the “third world” (TW) countries and of the
developing ones (D-ing C). Until now, the failure registered in
negotiation, is mainly due to the “agriculture” chapter until now (access
of the agricultural products from TW and D-ing C countries on the
developed countries market, granting of subventions). In general the
most important negotiations and divergences take place between the so-
called “Structured groups” (regional organizations ASEAN,
MERCOSUR...) and Representative groups { SUA, Canada, Japan,
EU) — Le Devoir, 18.07.2006.

% Michel Collon, Poker Mentewr- ILes grandes puissances, la
Yougosiavie et les prochaines guerres”, Editions EPO, 2002, pp. 9-49.
19 Daniel Goleman, “Healings emotions; conversations with Dalai
Lama” Edited by Mind Life Institute, 1997, pp.24 — 41. (western ethics
presents three main components, individualism, rationalism and
[l;)erfectionism)

“ Michel Collon, ibid, p.9.

1 Alain Faujas,” Le Monde ©, 30.07.2008
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The means of influencing, forcing and
obstructing people in western countries in order
to oblige them to follow a favorable course for
the moment interests of their government
officials is out of the democratic frame that
western countries likes to go out with if the
expertise is requested. 19)

At the same time, the competition
between the countries belonging to the market
economy 1s quite bitter. As we mentioned

above, regarding the bilateral-compound
negotiation, in case of two states or
international/regional organizations

participating, the interest of the parties is to also
attract other participants or limit their
participation, given the initial and evolving
force relation. The best example is probably the
negotiation in the “banana conflict”.

In fact, the ,.banana conflict” consisted in
a political and economic dispute between EU
which, due to economic protectionist desiderata,
offers its former colonies most of them
(countries in Africa, Caraibes, Pacific), a
preferential frame for the export of bananas
(this preferential frame is a reflection of the
European policy of commercial cooperation and
economic help started by EU in 1975- the Lome
Conventionzo)).

The United States, partisan of a policy of
total liberalization of the economic market,
opposes and, in this conflict, the World
Commercial Organization (WCQ) plays the part
of an arbitrator and judge at the same time.
Even if in the initial phase USA does not appear
as a main protagonist, she is the main
beneficiary after 8 years of negotiation. D This
was possible due to the following factors:

") together with starting the hostilities between NATO and ex-
Yugoslavia, the Belgieum govemment issues a Decision by which it
forbids any kind of public demonstations. Yet, there took place such
demostrations, in support of Serbs and the result was people in prison
and constituting of penal files for them. - Le Soir; 25.03.1999, RTBF
din 25.03.1999 ora 19,00.
™ the Lome (Togo) Convention represents a commercial cooperation
agreement signed between EU and central Africa and Pacific countres
which offers the possibility for the 79 CAP member states to adapt to
the European market economy. The Lome Agreement was signed in
1975 and it was re-newed in 1979 (Lome Agreement II- 57 Associated
CAP countries), in 1984 ( Lome III — 66 Associated CAP countries), in
1990 ( Lome IV — 70 Associated CAP countries). In 2000 the Lome
Convention is replaced by the Cotonou (Benin) Agreement for a 20-year
]zz)eriod (79 Associated CAP countries).
7 the main phases in the “banana conflict”;

- 1993; EU creates the Common Organization for the Banana
Market (COBM) in order to harmonize the banana import policy in EU.
The CAP countries obtain the possibility of exporting larger amounts of
bananas on the EU market and at lower custom fees than in CAP non-
member countries.



- the American administrative system
adapted rapidly to market opportunities and
constantly supports the American investments
abroad;

- USA manages to enable other states or
international organizations to support its cause;

- good negotiation strategy;

- effectiveness of its lobby.

If we look at the main conflicts that WCO
solved during the last few years, we will
ascertain that over 2/3 of the solved cases are in
favor of the developed countries. 2 The rules
that emerge form the negotiation process may
be different, given the exigency and power of
the negotiator. B

TRILATERAL - specific negotiation
model by means of which a state /states
concomitantly initiate (s) negotiations with:

- another state /states;

- regional or international organizations

- different pressure groups (unions). The
negotiation process 1s carried out by means of a
prognosis and anticipation game, taking
permanently into account the evolution of
external negotiation.

Besides the example conferred by the
“Doha negotiation ”, the closest example may
be sonsidered the financial and economic crises
that is manifesting in western countries at
present. The “challange™ is great, the world

-1994; five countries in Latin America (CAP non-member countries)
complain to WCO on the Agreement signed by EU and CAP countries.
-1995; EU together with the five countries reach a compromise;

-1996; other 5 Latin America countries complain to WCO for
discriminatory treatment. The five states are directly supported by the
USA administration which starts to get involved in the negotiation
process. USA menace EU with installing larger customs fees to a
various range of important EU products if EU does not renounce in
favor of the Latin America countries.

-1997; WCO settles in favor of USA and of the 5 Latin America
countries. USA requires from EU a reform of the community system
and determines the 5 countries to refuse the European commercial
compensation of 2.5 billion §.

-1998; WCO mediator indicates the definite term of 1 year such that EU
comply with the Decision of 1997 (the Community reform and the
reducing of customs barriers).

- 1999; USA introduces measures for financial return for a range of EU
products

- 2001; Agreement as a result of the negotiation between USA
(representing the interests of the 5 Latin America countries) and UE.
Europe is completely opens to the bananas in Latin America.

The negotiation phases and the strategy applied by USA: after
pushing a group of 5 countries in Latin America to negotiate with EU in
order to test the European degree of permeability and concession, USA
directly goes out with a second group of countries. USA could not
obtain in any case less than the first group of 5 countries. The main
bananas export enterprises in the worlds (collecting in the production
countries, transport to consumer ...) are American (75%); Chiquita,
Dole, Del Monte.

2 Elie Sadigh, Organisation Mondiale du Commerce - La supercherie,
L’Harmattan 2008, p.23
™ ibid, p.24
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financial system reform  and the restart of
economy, mostly of the G-20 countries, in the
context when all international institutions
(military, economic, political) are a reflexion of
the past marked by the “cold war™?" period.

In other words, the ,trilateral”’negotiation
model demostrates that the initial negotiation
mandate of said country is to be finally found,
at a very diluted level, in the mandate of the
organization it belongs to, such as this, in its
turn start the negotiation with another
international organization or state.

On the other hand, the state starts the
negotiation with the internal actors that register
a diminishing of their life conditions. Strikes
succeed in an ascendant way (the metallurgy
strike — Germany, the air company strike —
France, Belgium, the shipyard strike — Poland,

the education staff strike — Romania, Italy,
France etc).
For government officials, the most

important negotiations are those which take
place in the education and health sectors. Both
sectors generate labor force and personnel work
longevity.

State normally maintain a reasonable level
for salaries and conditions for these two sectors
that are key-sectors for the “health” of their
economy. The present financial crises and the
demonstrations/ strikes of the education unions
and agriculture  demonstrate the fragile
character of the ecconomic system we live
nowadays.

Conclusion

Negotiation as instrument in International
Relations permanently dilutes due to the
occurrence of the command or authority system
from over-state organizations or from several
states. The effective negotiation remains only at
the level of countries wherein the force relation
is equal or approximately equal — in these
circumstances, the state as nation loses its
authority and government officials become
opportunistic elements in the eyes of mass-
media and a large part of the population.

This appears as obvious in case of the
vote electoral process to renew the national
Parliament when the presence at elections

® 7 Brzezinski, B. Scowcroft, America and the World, N.Y, Published
by Basic Books 2008, p.30



hardly registered in the first EU 15 countries, a
little over 50%. In other words, due to the lack
of authenticity in the relationship between said
state government officials and its population, a
visible and rapid error of the state-nation
credibility occurs.

It is obvious that a profound institutional
reform  between  different regional and
international organizations is necessary but it
also becomes obvious that said process is no
longer carried out by negotiation and consulting

with a population that is still eager for
democracy.

In general, the negotiation in and with the
Public  Administration  registers  important

evolution values that lead to stabilization and

64

securing of its personnel, activity sector that is
absolutely vital for the sate-nation. Yet, here
negotiation prevails, in detriment of the
authority relation, as is the case in international
relations.

The Central and Eastern Europe countries
experience at present a process of re-modeling
and reconstruction of its Public Administration
system. Repeated interferences of the political
aspect in order to promote group interests
merely lead to a postponing of modernizing its
system. And, the personnel in Public
Administration is not formed to deal with the
present, and most of all, with the future
challenges — the reform.



