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I NTRODUCTI ON

1. This report has been prepared to assist the Conm ssion on Trade in Goods
and Services and Conmodities in its consideration of item4 of the provisiona
agenda for its second session (17-21 Novenber 1997). The approach adopted is
to present a brief analysis of a series of factors which nay serve to restrict
opportunities for the expansi on of exports of goods and servi ces fromdevel opi ng
countries and suggest action to be taken by the Conm ssion, including technica
anal ysis by experts to ease existing barriers and constraints. After an anal ysis

of dynam c markets and export sectors in chapter |, problemareas are exam ned
in chapters Il and Ill. Possible action is suggested in chapter |IV.
Chapter |

DYNAM C MARKETS AND EXPORT SECTCRS

2. After dynam c expansi on during the period 1985-1990, the growth of world
trade in goods slowed down sonewhat during the first half of the 1990s, due
mainly to a deceleration of inports into Wstern Europe and, to a | esser extent,
Japan. In 1996, world exports of goods reached $5,100 billion. The share of
devel opi ng countries rose from24 per cent in 1990 to 27 per cent in 1995.

3. Current trends and patterns in international trade can provide sone
i ndi cati on of where new trading opportunities in ternms of nmarkets and products
nm ght energe for devel opi ng countries at various | evel s of devel opment. Overall,
the markets of devel oped countries remain the largest outlet for exports from
t he devel opi ng econom es. In 1995, sonme 60 per cent of devel oping-country
exports found buyers in devel oped countries. At the regional |evel, however,
it was developing Asia which represented the npst inportant market for the
devel opi ng economni es, bigger even than the markets of Japan, the United States
or the European Union, each of which in conparison purchased fewer goods in
devel opi ng countries in 1995. However, the bulk of inports of devel oping Asia
from devel opi ng countries came fromthe region itself. For Latin Anerica as a
region (though not for all countries), the United States remains by far the
| argest market, while the European Union continues to be the major outlet for
Afri ca.

4, The markets of devel oping countries overall have been nore dynanic than
those of the devel oped economies. In 1990-1995, total inports of devel oping
countries grew by over 12 per cent, while those of devel oped countries expanded
by slightly I ess than 6 per cent. South-South trade was al so significantly nore
dynam ¢ t han North-South trade in 1990-1995. Exports anong devel opi ng countries
expanded during this period at al nost twi ce the pace of those fromthe South to
the North and doubled in value. At the sane tinme, devel opi ng-country exports
to the North grew faster than intra-developed country trade. Thus, the
devehoping countries as a group gai ned market shares in both the North and the
Sout h.

5. As in devel opi ng Asi a, intra-regional in Latin Aneri ca expanded dynanmi cal |y
in 1990-1995, though it remains nmuch smaller in value terns. By contrast,
Africa' s intra-regional trade collapsedinthe first half of the 1990s, decli ning
at a rate of 9 per cent. At the inter-regional |evel, developing Asia stil
recorded rel atively strong growth of exports to maj or devel oped-country markets,
al though this growh was not as dynamc as in 1985-1990. Exports from Latin
Arerica to the United States picked up considerably in the first half of the
1990s, but |ost momentumin the markets of the European Union and Japan. A new
encouraging feature is the strong growmh recorded in trade between devel opi ng
Asia and Latin America in 1990-1995. There are also signs that trade between
Africa and Latin America is again expanding after its marked decline in 1985-
1990. On the other hand, Africa' s export expansion canme to a halt in all mgjor
devel oped- country markets.

6. Consi derable differences in market chances persist between devel oping
countries at various stages of devel opnent and i nconme and with different export
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structures and supply capacities. The risk of marginalization remains real for
many LDCs and other |owincome devel oping countries. In 1995, |owincone
devel opi ng countries (including |owinconme LDCs, but w thout China and India)
had a market share of barely 1.5 per cent in world trade, and that share had
declined slightly as compared to the beginning of the 1990s. M ddl e-i ncome
devel opi ng countries fared somewhat better in conparison, with a nmarket share
of 5.4 per cent in 1995, although in their case as well the share was slightly
smaller than at the start of the decade. By contrast, higher-incone devel opi ng
countries had a distinctly | arger market share of nore than 15 per cent in 1995.
Still, the increase they achi eved over the first half of the 1990s was rel atively
snmall. The winners in the run for new nmarket opportunities have been the ngjor
exporters of manufactures (including China and India) anong the devel oping
countries. Their market share in global trade in manufactures anounted to 21.3
per cent in 1995, as conpared to 15.2 per cent at the start of 1990.

7. On the other hand, all of these country groups recorded dynanmic export
performances in a greater nunber of sectors in 1990-1995. These sectors, which
are identified in table 1, can provi de sone gui dance to i ndustries in developing
countries in their strategic approaches towards the expansion of export and
supply capabilities and the diversification of their production and export
structures. The table indicates for each country group the sectors in which a
dynam c export performance was achi eved in 1990-1995. Wthin each country group

the growmh rate for each sector is given a ranking. The nost dynanic sector is
ranked as nunmber (1). The table reflects the nove fromessentially |abour- and
resource-intensive products (e.g. clothing, footwear, cork and wood manuf act ures,
furniture, forestry products, fishery products, agricultural raw materials

cereal s and cereal preparations) into nore skill- and technol ogy-i ntensive out put
(e.g. electrical machinery and apparatus, telecommunications equipnent, non-
el ectrical machinery, autonotive products, other transport equipnment, power
generating nachinery, office machines, scientific and controlling instrunments)
and t he i ncreasi ng di versification of product conposition as devel opi ng countries
advance al ong the path of econonic devel opnent.

8. The risk that markets will becone rapidly saturated as a result of nore
and nore countries concentrating their export drives on the sane sectors is not
borne out by experience. As individual devel oping countries progressively nove
i nt o hi gher-val ue-added goods, they vacate sectors for those which foll owon the
pat h of devel opnment. Moreover, the export industries intable 1 constitute rather
br oad production sectors. Intra-industry specialization, product differentiation
and differing consumer tastes can help significantly to accombdate export
expansi on.

9. The above analysis shows a w de range of dynanmic sectors, the grow ng
mar ket potential in developing countries and the continuing inportance of
devel oped-country narkets. However, taking full advantage of export

opportunities continues to be hanpered by market access barriers and suppl y-side
constraints.



Table 1

Dynani ¢ export sectors! of devel oping countries and territories in world trade, 1990-1995
Major exporters of manufactures® Higher-income developing Middle-income developing countries* Low-income developing countries®
countries® (excl. China, India) LDCs

Growth Market Change Growth Market Change Growth Market Change Growth Market Change Growth Market Change

Sectors rate® share in market rate® share in rate® share in market rate® share in market rate® share in
19957 share® 19957 market 19957 share® 19957 share® 19957 market
share® share®

Valves and tubes 30.9(1) 35.9 8.0 30.7(1) 334 7.3 28.2(3) 4.3 0.6 33.2(4) 0.0 0.0 32.0(2) 0.0 0.0
Office machines 27.1(2) 35.4 155 23.6(2) 28.2 10.0 38.9(1) 4.2 2.7 30.0(5) 0.0 0.0
Plastics 24.0(3) 14.5 6.7 20.7(3) 14.5 5.6 17.8(13) 19 0.6 14.9(9) 0.0 0.0
Power generating machinery 21.9(4) 12.6 6.1 17.4(6) 8.5 3.2 20.0(9) 1.8 0.8
Organic chemicals 21.8(5) 11.0 4.3 17.2(7) 10.6 2.8 24.2(5) 1.8 0.8 15.5(9) 0.1 0.0 20.5(7) 0.0 0.0
Scientific and controlling 21.5(6) 9.9 4.1 18.2(5) 7.8 2.6 27.7(4) 15 0.8
instruments
Electrical machinery and 20.8(7) 26.3 8.4 16.6(9) 17.8 3.3 22.4(7) 3.3 1.2
apparatus
Sanitary and building fixtures 18.2(8) 314 10.9 18.4(11) 3.8 1.3 12.5(14) 0.1 0.0
Paper and paperboard 18.1(9) 7.9 2.9 14.1(14) 6.1 15 21.8(8) 2.0 0.9
Furniture 17.5(10) 24.2 9.3 10.6(20) 12.8 21 13.1(18) 7.1 1.8 46.6(3) 0.5 0.4 22.4(4) 0.0 0.0
Pharmaceuticals 17.4(11) 4.4 0.7 15.5(11) 24 0.2 11.0(23) 1.2 -0.1 10.8(13) 0.0 0.0
Fixed vegetable oils 17.4(12) 39.2 7.3 16.7(8) 37.3 6.0 19.0(10) 15.8 3.8
Other chemicals 17.3(13) 9.2 3.1 18.3(4) 75 2.7 11.5(11) 0.1 0.0
Telecommunications 16.1(14) 38.8 7.1 12.3(16) 25.7 1.0 28.6(2) 3.8 19 15.2(11) 0.0 0.0
equipment
Other non-electrical machinery 15.7(15) 9.0 3.0 14.3(12) 7.5 2.1 18.2(12) 0.9 0.4 13.9(12) 0.0 0.0
Automotive products 15.1(16) 6.6 2.1 15.9(10) 6.7 2.3 10.9(25) 0.6 0.1
Leather, dressed furskins 14.8(17) 344 8.6 14.2(13) 275 6.3
Rubber manufactures 14.4(18) 14.1 3.7 11.3(17) 10.6 1.6 15.8(15) 35 11 20.9(7) 0.3 0.1
Manufactures of metals, n.e.s. 14.2(19) 20.6 5.6 10.6(19) 13.4 1.9 11.9(21) 2.2 0.4
Meat and meat preparation 13.9(20) 11.5 4.0
Inorganic chemicals 13.7(21) 11.6 3.7 10.9(24) 45 1.0
Other transport equipment 13.4(22) 9.3 35
Iron and steel 13.4(23) 16.2 3.8




Major exporters of manufactures® Higher-income developing Middle-income developing countries* Low-income developing countries®
countries® (excl. China, India) LDCs

Growth Market Change Growth Market Change Growth Market Change Growth Market Change Growth Market Change

Sectors rate® share in market rate® share in rate® share in market rate® share in market rate® share in
1995’ share® 1995’ market 1995’ share® 1995’ share® 1995’ market
share® share®

Miscellaneous articles 13.0(24) 31.6 7.3 12.9(19) 3.4 0.8 15.4(10) 0.3 0.1
Photographic apparatus 12.9(25) 234 5.4 22.4(6) 2.7 1.3 16.1(8) 0.0 0.0 20.1(8) 0.0 0.0
Travel goods, handbags, etc. 12.4(26) 66.7 4.9 14.3(16) 5.4 0.8 52.1(2) 15 1.2
Footwear 10.9(27) 58.2 8.5 16.4(14) 10.4 34 75.4(1) 1.8 1.6 50.6(1) 0.1 0.1
Cork and wood manufactures 10.5(28) 35.8 3.2 10.8(18) 13.9 1.4 13.4(13) 1.4 0.3 22.9(3) 0.2 0.1
(excl. furniture)
Non-metallic mineral 10.3(29) 17.8 3.8 10.4(16) 3.6 0.8 10.6(14) 2.3 0.5
manufactures
Ores and non-ferrous metals 10.2(30) 13.6 2.6
Cereals and cereals 13.1(15) 7.3 2.0 22.4(6) 0.3 0.2
preparations
Forestry products 13.4(17) 4.6 1.2 11.2(12) 15 0.3
Agricultural raw materials 12.3(20) 12.0 3.3
Fishery products 11.6(22) 20.9 4.0 12.1(15) 5.8 1.2 12.5(10) 2.6 0.6
Textiles 10.3(26) 6.6 1.4
Coffee, tea, cocoa, spices 10.3(27) 23.8 1.9
Clothing 10.2(28) 16.6 1.8 23.5(6) 5.4 2.7 22.4(5) 2.0 0.9
Memo: Total Goods 13.6 19.5 5.0 9.4 15.2 15 5.2 5.4 -0.5 45 14 -0.2 35 0.5 -0.1

Memo item High-growth export sectors in world trade: Valves and tubes (24.5%); pharmaceuticals (13.7%); office machines (13.3%); fixed vegetable oils (12.7%); electrical machinery and apparatus (11.8%); telecommunications equipment
(11.4%); travel goods, handbags, etc. (10.7%); organic chemicals (10.1%); plastics (9.6%); scientific and controlling instruments (9.1%); sanitary and building fixtures (8.6%).

Memo item High-growth import sectors in developed-country markets: valves and tubes (21%); pharmaceuticals (14.5%); office machines (11.8%); fixed vegetable oils (9.9%); coffee, tea, cocoa, spices (9.3%); travel goods, handbags, etc.
(9.3%); electrical machinery and apparatus (9.0%); telecommunications equipment (8.5%); organic chemicals (8.3%).

Source: UNCTAD secretariat.

Export sectors with average annual growth

rates of 10% and above in 1990-1995.

Hong Kong, China, Republic of Korea, Taiwan Province of China,
Singapore, Mexico, Malaysia, Thailand, Indonesia, Brazil, India,
Turkey.

GNP per capita US$ 3,036 and more.

GNP per capita between US$ 766 and US$ 3,035.

5/ GNP per capita US$ 765 or less.

¢/ Average annual growth rates 1990-1995 (ranking in brackets).
I In per cent.

8/ In percentage points.
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Chapter 11
TRADE | N GOCDS: BARRI ERS AND CONSTRAI NTS
A Mar ket access conditions
10. The identification of market barriers requires, in particular, information

on: (i) MFNtariff rates, peak rates, tariff escal ation, unbound rates and tariff
qgquotas; (ii) product coverage and tariff rates of preferential trade arrangenents
and the limtations on preferential treatnment under such regines; and (iii) non-
tariff neasures (e.g. quotas; anti-dunping, countervailing and safeguard
neasures; rules of origin; technical, sanitary and phytosanitary regul ations;
subsi dies; environnent al neasures; government procurenment regul ations).
Substantial information is provided by UNCTAD s Trade Anal ysis and I nformation
System (TRAINS) (see annex).

11. Regarding tariff barriers, a nunber of products of export interest to
devel oping countries remain subject to peak rates and tariff escalation in
various narkets (see box on peak tariffs). Mor eoever, new special safeguard

neasures under the Agreenment on Agriculture in the formof additional tariffs,
whi ch can be inposed in certain cases of |ow inport prices or surges in inport
vol unes, are being used by sonme inporting countries alnost automatically,
i rrespective of whether inports really hurt domestic producers. These saf eguards
have been used in the case of inports of oranges, other nmajor fruit and
veget abl es, groundnuts, rice, cotton, beef and sugar, as well as sonme other
products.

12. Quantitative restrictions continue to limt exports from devel oping
countries inthe textiles and clothing sector. The integration of these products
into the GATT, to be acconplished in four stages over the ten-year period 1995-
2005, is heavily "end-1oaded". Integration has begun with the |east sensitive
products. No quotas were renoved in the markets of the European Union, the United
States, Canada and Norway during the first stage of inplenmentation, with one
exception only in Canada (i.e. quotas on work gloves). During the second stage,
starting on 1 January 1998, products which have been subject to quotas will be
i ncl uded, but will represent only nmargi nal shares of inports into nmajor markets.
In terms of 1990 inports, these products accounted in the case of Canada, the
Eur opean Union and the United States for shares of 0.7 per cent, 3.2 per cent
and 1.3 per cent respectively.

13. The early period of inplenentation of the Agreenent on Textiles and
O ot hi ng (ATC) saw an i ntensive use of the transitional safeguard nmechani smwhich
permits inporting countries to i mpose newrestrictions on textiles and cl ot hing
products not yet integrated into the GATT. However, recent WO panel and
appel l ate body reports on disputes involving transitional safeguards have
insisted on full conpliance of such safeguard actions with the strict criteria
laid down in the ATCt and, furthernore, recalled that the ATC, unlike the MA,
is an integral part of the WO system particularly as it relates to dispute
settl ements.

14. The use of contingency protection neasures, particularly anti-dunping
neasures, is increasing in devel oped and sone devel oping countries. |In 1995-
1996, 147 anti-dunping actions were initiated by a nunmber of devel oped countries
and nearly 600 definitive anti-dunping duties were in force in these countries
at the end of 1996. The sectors targeted by new proceedings in 1995-1996 were
food items, chemical products, iron and steel, non-ferrous netals, machi nery and
transport equi prent, textiles and cl othing, and ot her manufactured goods. Anti -
dunpi ng proceedi ngs have been criticized on grounds of inadequate exani nations
as to whether inported and domestic products fall, in fact, within the sane
quality segment, |ax determinations of causality between dunping and injury,
negl ect of consuner interests and the | egal possibility to file new conplaints
whenever earlier conplaints regarding the sanme inmport product have been
unsuccessful .
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POST- URUGUAY- ROUND TARI FF PEAKS

Even after the inplenentation of all Uruguay Round tariff concessions,
a large nunber of peak tariffs remain in application in major devel oped and
devel opi ng countri es.

About one-tenth of all tariffs of devel oped countries exceed 12 per
cent ad valorem |In nmajor developing countries, tariffs above 12 per cent
are nore frequent than in major devel oped countries, but these peak tariffs
largely remain within a range of 12 to 30 per cent and exceed rates of 100
per cent only exceptionally. In sone inportant devel oped-country markets,
there are still numerous products with tariffs above 30 per cent and even
with rates of several hundred per cent. However, there are significant
di sparities between devel oping countries. Wile many of them now have a | ow
di spersion of tariffs with maximm |levels of 20 per cent or less, there
remai n a nunber of countries with high average tariff |evels and inportant
tariff dispersion.

More than hal f of the peak tariffs of devel oped countries are in the
agricultural, fishery and food industry sectors. A large nunber of these
tariffs have resulted from tariffication in the agricultural sector,
exceedi ng 30 per cent or even 100 per cent in many cases and 300 per cent
for certain products (notably neat, cereals, sugar, certain fruit and
veget abl es, dairy products, tobacco products). On the other hand, the peak
tariffs on nunerous fishery and food-industry products do not, by and | arge,
exceed 30 per cent.

Tari ff quotas have been opened in the agricultural sector at |ower or
even zero duties, but these quotas rarely create substantial trading
opportunities for new exporters, as expansions of quotas over the
i mpl ementation period are small and current access quotas have often been
allocated to traditional suppliers. Mreover, the adm nistration of tariff
gquotas in many cases |acks transparency.

In the industrial sector, nost peak tariffs are concentrated in the
| eat her, footwear, clothing and textiles sectors (and within textiles mainly
cotton, wool and synthetic fibre products). Peak tariffs are normally within
the 12 to 30 per cent range and only exceptionally reach levels as high as
320 per cent (e.g. leather shoes). Numerous peak tariffs are also applied
for a wide range of other industrial products, though the picture varies
anong countries (e.g. plywod, ceranmc and glassware, bicycles, trucks,
buses, shipping vessels and ot her transport equipnent, consuner el ectronics
and watches). Thus, even in the industrial sector, peak tariffs remain a
significant market barrier for exports from devel opi ng countri es.

Preferential tariff rates offered under the GSP reduce the incidence
of MFN peak tariffs for devel oping countries, in particular for LDCs, which
enjoy special treatnment (often in the formof duty-free access) provided, of
course, the products affected by peak tariffs are covered under the GSP. In
the agricultural sector, nost of the products for which tariffication has
resulted in tariff peaks are not covered by major GSP schenes. In cases
where GSP and tariff quotas apply, exports may only benefit from GSP
treatnent to the extent that they can be accommodated within tariff quotas.
As regards industrial products, maj or  devel opi ng-country suppliers
increasingly lose GSP cover for "peak-tariff" products as a result of
country-product and full country graduations.
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MARKET LI BERALI ZATI ON | N DEVELCPI NG COUNTRI ES AND SCQUTH SOUTH TRADE

Access barriers to nmany devel opi ng-country markets have been reduced,
in part significantly, since the md-1980s as a result of unilateral trade
liberalization, reduction commtnents nade in the Uruguay Round and the
d obal System of Trade Preferences (GSTP). In addition, new or revived
regi onal trade agreenments anong devel oping countries have opened up new
nmar ket opportunities in South-South trade on preferential conditions for the
nmenbers of these arrangenents. Trade |iberalization by devel opi ng countries
has narrowed the gap between their MFN tariff |evels and those of devel oped
countries, although Ilevels generally remain higher in the devel oping
economni es, where tariffs are still relatively inportant as sources of
revenue and tools of devel opment policies. In 1995, the weighted average MFN
tariff of the largest devel oping-country inmporters in Asia, Latin Anmerica
and Africa stood at 11.2 per cent, while it anounted to 4.5 per cent in the
Quad countri es.

I ntegration groupi ngs anong devel opi ng countries increasingly aim at
the formation of customs unions and common markets, rather than free trade
areas, and extend to the liberalization of trade in services, investnment and
factor novenents and the pursuance of other economc, nonetary and politica
obj ecti ves, besides renoving barriers to trade in goods, including sensitive
products. An outward-oriented approach of such integration groupi ngs, where
internal liberalization is acconpani ed by reductions of trade barriers vis-
a-vis third-country trading partners, will help non-nenbers to benefit from
the growth dynami cs of these groupings. Mreover, the gradual expansion of
subregi onal groupings into wi der formations at the regional |evel could al so
i ncrease considerably narket opportunities in South-South trade.

At the interregional level, the GSTP provides for preferential market
access anong devel oping countries. To date 43 countries have acceded to the
System anong them maj or devel opi ng-country inporters. Recently, three nore
countries (Colonbia, Mrocco, Mannar) have joined and another eight
countries and MERCOSUR have applied for nenbership. In their schedul es of
concessions many of the nenbers grant nore favourable access conditions to
LDCs on a non-reciprocal basis.

The agreenent establishing the GSTP explicitly foresees that the
system “will be inproved and extended in successive stages, with periodic
reviews”. Besides extensions of product coverage, across-the-board tariff
cuts and reductions of non-tariff barriers, which are not, at present,
covered by the GSTP, are inportant areas for future negotiations.
Consideration may also be given to exploiting the trade and devel opnent
potential of GSTP through cooperation anong devel oping countries in the
areas of trade in services, investnent and joint ventures.

15. In the area of government procurenent, discrimnation against foreign
suppliers and non-transparent procedures can thwart nmarket opportunities.
Furthernore, market barriers resulting from environnental standards and
techni cal, sanitary and phytosanitary regul ati ons af fect export sectors of export
interest to devel oping countries. For exanple, in the fisheries sector, inport
prohi bitions by developed countries have in sone cases been justified for
pur poses of environmental protection. In the sane sector, newquality inspection
schenes have been, or will be, introduced in major inport markets. In exporting
countries, conpliance with the new systems requires the establishnent of
conpr ehensi ve control systens and speci al trai ning of personnel at the enterprise
| evel . Exports of leather and | eather products by devel opi ng countries where
traditional processing techniques are still used, especially by small and nedi um
scal e enterprises, are particularly affected by neasures rel ated to envi ronnent al
protection and public health. In the petroleumsector, problens of nmarket access
are i n many cases caused by the conpl exity of technical regul ati ons and st andards
and i ncreasingly by environnmental regul ati ons. Mreover, inporting countries may
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not conply with the principle of national treatnment when technical standards are
applied. In some narkets, the trade-distorting effects of subsidies to donmestic
industries also act as access barriers in the energy sector. Sanitary and
phytosanitary regul ations in major devel oped countries prevent the inportation
of such products as beef, chicken and ot her neat products, groundnuts and nany
food i ndustry products fromseveral devel oping countries with export potential

16. In addition, rules of origin can have distorting impacts on internationa
trade and thereby affect market opportunities. The Uruguay Round Agreenent on
Rules of Origin bans such practices for non-preferential origin rules, but a
conparable nultilateral discipline is mssing for preferential rules. Sone
countries have applied special rules of origin for the inplenentation of anti-
circunvention neasures which ained to prevent alleged evasi ons of anti-dunping
duties; the result is the extension of anti-dunping duties to third countries
wi t hout separate investigations of dunping and injury. GSP benefits are in many
cases also affected by rules of origin. In the United States, new non-
preferential rules of originfor textiles which enteredinto force on 1 July 1996
could affect textile quota utilization by devel oping countries.

17. On the other hand, non-reciprocal preferential trade arrangenments (e.g.
GSP, the Cari bbean Basin Initiative (CBl), the Canadi an Prograns for Conmonweal t h
Cari bbean Trade I|nvestnent and |ndustrial Cooperation (CARI BCAN), the Long
Convention) facilitate market access for beneficiary devel opi ng countries. Sone
pref erence-gi ving countries, including Canada, Norway and Swi t zer| and, have noved
ahead with extensions in the coverage of agricultural and food-industry products
under their respective GSP schemes. Under the GSP schene of Japan, GSP rates
on various agricultural and fishery products have been reduced to maintain the
preferential margin followi ng the MFNtariff cuts of the Uruguay Round MFN tari ff
reductions. Some schenes, includingthose of Switzerland and t he Eur opean Uni on

have added donor country content provisions to their rules of origin

18. Mor eover, a number of initiatives have been undertaken by sonme devel oped
countries to strengthen GSP benefits in favour of LDCs. For exanple, the United
States has recently designated an additional 1,783 products for duty-free
treat ment under the GSP programme if produced in, and inported from LDCs. The
European Union will grant the special preferential treatnent enjoyed by LDCs
whi ch are nenbers of the Lonmgé Convention to all other LDCs by 1 January 1998.

19. Still, in the case of some schenes, products of particul ar export interest
to devel oping countries (e.g. textiles, clothing, footwear, watches, and certain
electronic, steel and glass products) are either not covered or enjoy |ess
favourable treatnment than other |ess sensitive products. In the agricultura
sector, product coverage remains far from conprehensive under many schenes.
Ceilings are al so applied on GSP benefits. Mreover, there is seenmingly a trend
t owar ds expandi ng the application of product-country graduations as well as ful
country graduations. In addition, GSP benefits are increasingly nade dependent
on conpliance with social, humanitarian or environnental conditions and standards
which are not directly related to trade.

20. Besi des the "traditional"™ non-reciprocal trade regi mes, a new generation
of preferential agreements and integration groupings which are based on the
principle of full reciprocity in market opening has becone a najor feature of
the multilateral trading system Developing countries (and econonmies in
transition) which are partners in preferential arrangenents such as NAFTA, the
proposed Free Trade Area of the Americas (FTAA), the Europe Agreenents and the
Eur o- Medi terranean Association Agreenments wll gain new promsing market
opportunities, but will have to open their nmarkets as well, though they nmay be
of fered | onger phase-in periods for liberalizing their own trade barriers. There
are risks of trade and investnment diversion, or worse, of marginalization, for
those developing countries outside such arrangenents. Smaller devel oping
countries may face a predi canent as they nay have serious problens in accepting
full reciprocity due to their low | evels of devel opnent, weak production bases
and | ack of international conpetitiveness.?
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B. Suppl y-side constraints and policy options

21. Wth the concl usion of the Uruguay Round, the issue of the conpatibility
of policies to devel op conpetitive supply capabilities and expand exports with
mul tilateral rules and disciplines has assumed a new di nensi on. The devel opi ng
countries have accepted the newnultilateral rules essentially inthe sane nmanner
as the devel oped countries, although with longer transition periods for their
i mpl ementation and nore favourable thresholds for undertaking certain
conmi t nents.

22. For many devel opi ng countries, in particular LDCs and other structurally
weak and vul nerabl e economi es, supply-side constraints continue to limt their
capabilities to take full advantage of new trading opportunities, beconme nore
attractive locations for foreign investnment and integrate thenselves into
regi onal and gl obal production networks of transnational enterprises. Maj or
i npedi ments on the supply side are production and export structures that
concentrate on only a few products, poor endownrent with financial and human
capi tal, weak technol ogi cal capacity, i nadequate | egal and regul atory framewor ks,
and bottl enecks in physical infrastructure. Sonme of these can only be overcone
inthe long term

23. Covernnments of devel oping countries have sought to prompte industria
devel opnent and export expansi on not only through nmacro-econom c policies ainmed
at providing favourabl e framework conditions, but also through policy measures

at the microecononmic level intended to reduce supply-side inpedinments by
accel erating the dynam ¢ process of accunul ati on of physical capital, skills and
t echnol ogy. Where devel oping countries have been watchful of the cost of

incentives and applied themwi thin an outward-oriented approach, m croecononic
neasures addressing specific supply constraints have helped build supply
capabilities which the private sector could not have acconplished as rapidly by
itself.

24, The new multilateral franmework conditions force devel oping countries to
rethink their devel opment strategies and industrial and export policies. The
devel opi ng countries will be obliged to shift to a nuch greater extent to nore
general and broad-based policies which remain in conformity with the Uruguay
Round Agreenents. Thus, the strengthening of supply capabilities will have to
be achi eved much nore through econony-w de approaches towards pronoting savi ngs
and investnment, research and technol ogical developnent, a high Ilevel of
educati onal attai nment and prof essional training, the commercial banking sector
smal | - and nmedi um scal e enterprises, regional devel opnent and the building of
a nodern physical infrastructure. Trade policy refornms and trade |iberalization
have to be further pursued to help inprove resource allocation and
conpetitiveness, although they would need to be linked nore effectively to
policies which help reduce the social cost of the reform process and provide a
safety net to vul nerabl e groups. By contrast, many targeted policy measures wll
cease to be available to policy-makers. Measures such as investnent and export
subsidies for specific industries or enterprises, donmestic content rules and
export balancing provisions will have to be phased out, and the setting of
conditions for fostering the transfer and application of patented technol ogies
wi || become rmuch nore stringent.

25. The devel opnent i nplications of the newcircunscriptions arelikelyto vary
depending on a country's stage of developnent. The shift towards nore broad-
based policies can be expected to be a manageable task for industrially nore
advanced devel opi ng countries. The latter will in any case need to phase in such
policy reorientation and in sone cases have done so already. The increasing
conpl exity of their econom es, production structures and technol ogy requi renents
will oblige Governments to confine their role nore and nore to putting in place
favourable framework conditions and cross-sectoral strategies. On the other
hand, such a policy shift nay prove to be much nore difficult for relatively | ess
advanced devel oping countries which, after all, still account for the |arge
maj ority of devel opi ng econom es. Their conparatively | ower | evel of devel opnent
may require nore targeted governnent policies to overcone supply-side
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constraints, promote new industries and strengthen export capabilities.

26. The Uruguay Round Agreenents coul d be seen as “offsetting” to sone extent
i ncreases in trade policy disciplines by opening up new market opportunities and
strengthening the dispute settlenment nmechanism thereby enhancing the
possibilities of developing countries to defend their trading interests.
Mor eover, the general flexibility providedinthe Uuguay Round Agreenents | eaves
some scope for nore targeted policies such as certain “non-actionabl e” subsi di es
and “Green Box” agricultural policies.

Chapter 111
TRADE | N SERVI CES

27. Worl d exports of services® amobunted to $1,200 billion in 1996, about one-
fifth of total trade. They have grown dynamically, at a rate of nearly 12 per
cent per annumduring the peri od 1985-1995. The devel opi ng countri es have a share
of 23 per cent in world services exports. Wile as a group they have renai ned
net inporters, their travel bal ance has shown a surplus owi ng to the devel opnent
of tourism Workers' remittances have al so contributed to reducing their deficit
in services trade.

28. The nost inportant narkets for services are the maj or devel oped countri es,
inparticular the United States, Gernmany, Japan, France and Italy. The devel oped
countries as a group are net inporters of tourism and transport services.
Devel oping Asia has been the nost dynamic nmarket for services anong the
devel opi ng regi ons. Market access conditions for services are changing in many
regions as a result of the expansion of free trade agreements and econonic
integration groupings allowing for a freer novenent of services and services
provi ders.

29. UNCTAD | X adopt ed t he approach of hol di ng expert neetings to benefit from
a higher level of technical expertise. An exanmination of the health services
sector by an Expert Meeting held in June 1997 in Ceneva indicated a nunber of
chal | enges and opportunities for devel opi ng economi es in increasing their supply
capacities and expanding their trade in this sector.* Sone of these challenges
and opportunities mght be characteristic of other services sectors as well.

A Mar ket access i ssues

30. Attenpts to assess the market access conditions for services based on an
anal ysis of GATS cormitnents in ternms of sectors covered and qualificati ons nmade
are likely to provide only |inited gui dance to devel opi ng-country policy-nakers.
Assessments based on interviews with the private sector might provide nore
profound insights, but services enterprises in developing countries do not
usual |y have the direct experience in foreign countries necessary to eval uate
the inmpact of trade barriers and identify new narket opportunities. To assist
devel opi ng countries in this respect, UNCTAD was requested to establish a data
base on [ aws and regul ations affecting trade in services (MAST) (see annex).

31. Constraints on the tenporary novenent of persons across borders have proven
to be inportant barriers to trade in many services sectors. A case in point is
the health services sector where the novenent of persons, both as suppliers and
consuners, is of particular inportance as a node of supply due in large part to
t he I abour-intensive nature of these services.

32. The gl obal i zati on of producti on has pronpted a gl obal search for expertise
and created pressures for the liberalization of regulations which restrict the
temporary novenent of skilled persons, both within the international operationa
network of TNCs and for specific projects of limted duration. So far attenpts
to facilitate the novenment of persons have concentrated on linited groups of
services providers, such as business visitors, intra-corporate transferees and
speci alty personnel. There has beenlittle action to reduce the scope of econom c
needs tests. Devel opi ng countries have expressed di sappoi nt nent over the results
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of the post-Uruguay Round negotiations on the novenent of natural persons, as
very few countries have nade sectoral or occupation-specific commtnents.

33. Still, some of the new conmitnments on the novenent of natural persons are
sector-specific, enabling devel oping countries to identify export opportunities
nore accurately and giving such new opportunities nore security and stability.
Exanmpl es of such commtnents include that of the European Conmmunity and its
Menber States with regard to nmarket access and national treatnent for
pr of essi onal s engaged i n the supply of specific service activities on atenporary
basis as enployees of a foreign juridical person having obtained a service
contract for a period not exceeding three nonths. The service activities in the
EC Schedul e of Conmitnents include engi neering services; integrated engineering
servi ces; conputer and rel ated servi ces; techni cal testing and anal ysi s servi ces;
construction services, site investigation work; architectural services, urban
pl anning and |andscape architectural services; nanagenent and consulting
services; advertising; research and devel opment services; accounting services
and entertai nment services. A commitnent by Switzerland i ncl udes market access
for professionals engaged i n engi neering services, consultancy services rel ated
to installation of conmputer hardware, and software inplenmentati on services.

34. Sone action could be undertaken nultilaterally to facilitate the novenent
of persons belonging to groups of occupations which are covered by GATS
conmitments. Thus, visa regines could be streamined and nade nore effective.

This would involve: the sinplification of administrative procedures, including
the reduction of time taken for issuing a visa; issuing nultiple-entry visas
on a wider basis; extending the length of the visa validity and the permitted
period of stay; adoption of transparent criteria for issuing visas; and
streanl i ni ng border processing. Mreover, a nunber of actions coul d be consi dered
to achieve nmaxi num use of horizontal commitments and obtain inprovenents in
future negotiations with respect to the novenent of persons. For the three
categories of services providers under horizontal commitments, i.e. business
visitors, intra-corporate transferees and professionals on a service contract,

a general business visa could be issued to the enpl oyer or busi ness contact based
on the country’s horizontal GATS conmitnents. Another option would be a sector-
or occupation-specific visa issued to an individual. Such a visa would identify
a holder as a beneficiary of the provisions in the GATS schedul es of sectora

conmitments. Thus, the creation of specific service-trade-related and
internationally recognized visas could provide a longer-term solution to
facilitate and enhance international trade in services through the novenment of
nat ural persons.

35. Wher ever possible, full advantage shoul d be taken of possibilities offered
by new technol ogies. The introduction on a nultilateral basis of a universa
electronic card® as a neans of visa-free travel for selected categories of
prof essional or business people would limt the abuse of visa regines and
facilitate trade-rel ated novenents of persons.

36. Furt hernore, new technol ogies increasingly offer nore effective ways of
obt ai ning i nformati on on busi ness opportunities and hel p | ower associ ated costs
in terms of noney and time. The devel opment of new markets for services was
stinmulated in particular by the synergy between the tel ecomunication and
traditional services sectors. However, not every services sector was affected
by new comuni cation technol ogy to the same extent. Anong those that benefited
nost were: tourism services, with new hotel and travel reservation systens,
including the provision of various tourismrelated information; financial
services, in particular banking services; distribution services, with retailing
services as the min beneficaries; educational services, including the
devel opnent of distance learning; health services, where the devel opnent of
telenmedicine is the nost striking exanple; trade logistics in general; and
busi ness services, including professional services, with a new spectrum of
opportuni ties provided for advertising services. Anunber of devel opi ng countries
have been exporting services, particularly “off-shore office services”, through
t el econmuni cati ons net works.
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B. El ectronic trade

37. The advent of the Internet provides new opportunities for the expansion
of trade in both goods and services. The value of electronic trade can be
expected to increase significantly over the years to conme. Snaller businessess
may have the nost to gain fromelectronic trade, as it gives themeasy and rapid
access to a wide range of potential custonmers far beyond what was previously
possi bl e. Provision of adequate access to the information infrastructure wll
be of particular inportance for many developing countries. UNCTAD is
contributing to facilitating the efforts of devel oping countries in this respect
through the establishnment of its dobal Trade Point Network (GIPNet), which
i ncludes the Electronic Tradi ng Qpportunities (ETOs) system®

38. Proposal s have been nmade by sone Governments for the creation of a "gl oba
free trade zone" on Internet.” GCovernnents are also attenpting to adapt |ega
and regulatory frameworks to address and deal with issues arising from such
trade. Major issues pertain to taxation and tax evasion, patent and copyright
protection, data protection, the use of encryptic technology to ensure
transaction security and right of privacy, consuner protection, and the
devel opnent of logistics for paynent and the delivery of goods and services.
The issue of multilateral rules for electronic trade has al so been rai sed.

39. Specific to trade in services i s the phenonenon t hat new t echnol ogi es seem
to conplenent, or replace, other nodes of supply of services, increasing the
relative inportance of cross-border trade. Thus, telenedicine is providing the
nmeans of supplying health services through the "cross-border node". Even the
l[imted application of telenmedicine to date has increased awareness of its
potential benefits in terns of cost savings for service providers and consuners
and increased accessibility of health services, including specialized care

However, the analysis of trade in health services through tel emedicine by the
Expert Meeting referred to above has made it evident that a range of issues need
to be resolved before tel emedicine can be provided on a broader basis. They
i nclude issues of standards and conpatibility, technical requirenments, health
i nsurance coverage, recognition of qualifications and validity of |icenses, as
wel | as ethical issues concerning the patient's privacy and confidentiality of
information and legal liability issues.

40. Devel opi ng countries, |ike other countries, have to sei ze the opportunities
whi ch el ectronic commerce offers. The potential favourable inmpact on trade
expansi on and di versification, the inportance of constraints on the narket access
and supply sides, and the potential risks associated with such comerce woul d
be maj or areas for anal ysis.

C Supply-side constraints and policies
41. Governnents can play an effective role in stinulating market conpetition

and new busi ness strategies, pronoting exports in their services industries and
assi sting services producer associations in disseminatinginfornmation nationally
about world markets, standards and ot her countries' experiences. |nportant tasks
are the inplenmentation of judicious liberalization strategies, the renoval of
constraints that put services suppliers at a disadvantage vis-a-vis potenti al
conpetitors, and the revision of laws and regulations in line with the
necessities of export pronotion. Tax policies may need to be reforned to pronote
t hose services i ndustries that exhi bit export potential and coul d contri but e nost
to overall socio-econonic growmh in the long run. Attracting foreign partners
through joint enterprises or cross-licensing could be a way of |earning from
"best practices".

42. A key issue concerns the strategic approach towards the liberalization
of services sectors so as to maxinmize the inpact of |iberalization on supply
capacity, export expansi on and economni ¢ devel opnent. The Expert Meeting on heal th
services referred to above noted that opening up donestic narkets to foreign
commercial presence in this sector could have the salutary effect of reducing
costs and lightening the burden on the public sector, provided an appropriate



TD/ B/ COM 1/ 13
Page 14

regul atory framework was devel oped. |f not, market access liberalization m ght
exacerbate the duality of the health system further depriving poorer people of
access to adequate nedical care. The ultimate inpact al so depended on various
ot her paraneters in the donestic econony, such as the degree of endowrent with
nmedi cal practitioners. The differing inpact of liberalization depending upon
specific national characteristics, capacities and regulatory structures woul d
seemto be a feature of other services sectors as well. As regards financial
services, there has been sone concern about potential adverse inplications for
financial stability as a result of a liberalization of this sector. Its
liberalization calls for the concom tant build-up of prudential regulatory and
supervisory infrastructures and institutions, as well as the inplenmentation of
appropriate nmacroeconomc policies to ensure stability and efficiency.

43. The inability to take greater advantage of new market opportunities in
services sectors where devel oping countries may have a conparative advantage
sonetines reflects difficulties of Governments in reconciling trade and soci a

obj ectives. For instance, in the view of the Expert Meeting on health services,
t he i ncreasi ng cost-consci ousness of public health systens and the growing rol e
of the private sector in many countries provides new opportunities for trade.
On the other hand, CGovernments have shown concern that trade in health services
m ght eventually erode the coverage and quality of health care for their own
peopl e. One can detect similar concerns in other sectors, such as the perceived
conflict between trade and cultural identity, notably in the audi ovi sual sector

44, Particular inmportance needs to be attached to the achievenent and
mai nt enance of quality and safety in services. Mor eover, in many services
sectors of devel oping countries, there is also a need to i nprove reputations and
perceptions of quality and security, which are especially relevant to the
noverent of consumers. As a service cannot be experienced and tested before it
i s consunmed, the reputation of the supplier has arelatively greater significance
than in the case of goods. The dissem nation in foreign markets of information
on the quality and variety of services provided in the country would help create
a positive i mage of the services exporters abroad. Inthe health services sector
the perception of insecurity is, in fact, the nain barrier to the novenent of
CONsuners.

D. Statistical constraints

45, There is consensus anong trade negotiators and the academ ¢ conmunity on
t he i nadequacy and deficiencies of the current statistical framework for trade
in services. The main problemas it stands nowrelates to the definition of trade
in services. The definition as enbodied in the GATS and the cl assifications of
services used by negotiators (i.e. the sectoral classification of GATS and the
Central Product Cassification) do not tally with current statistical practices
inrespect of trade in services. Significant i nprovenents of statistics on trade
in services are a crucial factor in increasing the capacity of countries to
assess their export performances, evaluate the benefits of Iiberalization and
identify new nmarket opportunities. Thus, appropriate concepts, definitions and
classifications are needed as prerequisites for conparable statistics on trade
in services disaggregated by sector, origin, destination and node of supply.

Chapter 1V
SCOPE FOR FUTURE | NI TI ATI VE
46. The analysis in chapters | and Il has highlighted once again that the
expansi on and di versification of exports fromdevel opi ng countries continues to

be hanper ed by bot h nar ket access barriers and suppl y-si de constraints. |nproving
their export performances requires renedial action on both fronts.

A | nprovi ng mar ket access
47. The agenda "built-in" to the multilateral trade agreenents provides a

nunber of opportunities to enhance the export opportunities of devel oping
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countries through negotiated i nprovenents in market access conditions. On this
agenda figures, first of all, the firmcommitnent to continue the reformprocess
in agriculture by the year 2000. The second firm conm tnent provides for the
hol ding of a multilateral round on trade in services, to begin no later than 1
January 2000 within the framework of GATS, ainmed at achieving a progressively
hi gher |evel of Iiberalization

48. Apart from these specific commitnents to negotiate, the built-in agenda
provides for reviews and other actions which again could give devel oping
countries the possibility to press for action that woul d enhance their export
opportunities. Thus, there is provision for a revision of the Agreenent on
Technical Barriers to Trade after three years of application, i.e. before the
end of 1997, with a viewto recommendi ng an adj ustnment of rights and obligations
where necessary to ensure nutual econonic advantage and bal ance of rights and
obligations. In that context, devel oping countries have pointed to difficulties
arising fromthe lack of definition of an international standardizing body and
the multiplicity of procedures for certification

49, In the area of services, in addition to the scheduled round of
negoti ati ons, the GATS Wirki ng Party on Prof essional Services was instructed by
M nisters at Singapore to continue to develop multilateral disciplines and
gui del i nes. Furthernore, the Annex on Air Transport Services provides for a
review before the end of 1999 with a view to considering the possible further
application of the GATS to this sector.

50. In addition, there is a series of annual reviews of the operation of many
of the nmultilateral trade agreenments, e.g. the Anti-Dunping Agreement, which
provide an opportunity to address access problens which have arisen in the
i mpl enent ati on of these agreenments. Moreover, the Uruguay Round Deci si on on Anti -
G rcunvention recognized the desirability of wuniform rules on anti-dunping
circunvention neasures, and a nunber of pertinent issues, including the question
of what precisely constitutes circunvention, are under consideration in the
Conmittee on Anti-Dunping Practices.

51. Substantial reductions of peak tariffs and tariff escalation in sectors
of export interest to developing countries, as identified in chapters | and I,
would go a long way in expanding exports from many of these economies in line
with their conparative advantage in international trade. Achi eving greater
transparency in the administration of tariff quotas and nore significant
expansi ons of these quotas would further support exports. In the textiles and
clothing sectors, efforts may aimto speed up the reintegration of sensitive
products which are still subject to quotas into the GATT, besides reduci ng peak
tariffs. The application of contingency neasures and other non-tariff measures
in strict conpliance with the objectives which they are neant to achi eve woul d
al so pronote trade gui ded by the conpetitive strength of countries.

52. Besi des market access inprovenents negotiated under the WO "built-in"
agenda, preference-giving devel oped countries may consider initiativestoinprove
preferential non-reciprocal trade regimes such as the GSP, the CBI, CARI BCAN or
the Lone Convention. Product coverage may under sone schenes be extended to
capture a greater nunber of "sensitive" products. Efforts may al so be made to
reverse the trend of |inking non-reciprocal trade preferences to conditions and
circunst ances which are unrelated to trade. Overly restrictive rules of origins
may be relaxed and origin cunulation permitted on a | arger scale.

53. Furthernore, the trend towards reciprocity in the new generation of
preferential trade arrangenents and econonic integration groupings nay have
longer-terminplications for the scope and application of the traditional non-
reci procal trade reginmes |ike the GSP or the Long Convention. The trend may i nply
that non-reciprocal trade preferences will increasingly be focused on LDCs and
ot her structurally weak and vul nerabl e econoni es, while nore and nore devel opi ng
countries will cease to be beneficiaries as and when the economc disparity
bet ween them and the devel oped countries narrows. Such graduation needs to be
gui ded by economic reality and objective criteriato avoid premature w thdrawal s
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of trade benefits. On the other hand, greater focus of non-reciprocal trade
preferences on LDCs and ot her structurally weak and vul nerabl e econoni es may ai m
to further strengthen such preferences inthe spirit of the Marrakesh M ni steri al
Deci si on on Measures i n Favour of LDCs and the Si ngapore M ni sterial Declaration

B. Initiatives on the supply side

54, In the years to come, the negotiation of reductions of access barriers in
foreign markets will, on the part of devel oping countries, increasingly require
concessions provi ding freer access to their own nmarkets. As experience indi cates,
gradual liberalization, judiciously applied, has a healthy inpact on
conpetitiveness and resource allocation. Rapid across-the-board |iberalization

on the other hand, can lead to an irreversible loss of capital and the
di sappearance of accurul ated skills. It may even hold back the devel opnent of
new, nore conplex activities. The developing countries face the difficult
chal l enge of conducting |Iliberalization strategies which pronote econonic
efficiency while containing, where necessary, potential adverse social
i mplications through appropriate social policies.

55. Mor eover, prospects of increased conpetition for particular production
sectors will oblige devel oping countries to strengthen their policies in support
of supply capability building. The task which is crucial in this context wll
be the identification of options for supply-side policies that take due account
of new constraints on policy forrmulation within the multilateral framework
conditions of the Uruguay Round Agreenents.

C. Preparing for negotiations

56. In preparing for trade negotiations, advanced industrialized countries
nobi | i ze consi derabl e resources to identify negotiating objectives, to anal yze
the positions of their trading partners and to form national consensus. This
process draws heavily on the experience of the private sector and is tailored
to the needs of industry. In addition, studies are undertaken by CGovernnents,
or subcontracted to specialized research institutions, to exanine the strategic
aspects of new issues for negotiation or new approaches to negotiation. The
findings are often exam ned in study groups to test ideas. Furthernore, the CECD
provides a forum for the refinement and coordination of devel oped country
positions, supported by studies by the OECD secretariat.

57. Devel opi ng countries again find thensel ves at a consi der abl e di sadvant age.
Most of their GCovernments |ack sufficient resources for the collection of
conpr ehensi ve i nformati on and t he conduct of in-depth exam nati ons of issues and
strategi c approaches. In the sane vein, the capability of the private sector to
provide precise information as well as analytical inputsislimtedin devel oping
countries. As nost enterprises are not extensively involvedin global operations,
the private sector frequently lacks well informed perceptions of both narket
access conditions and its own relative conpetitive strength in international
trade. This is particularly true in the area of services.

58. Devel opi ng countries have to exanmi ne a broad range of conplex issues in
preparing for trade negotiations in both the short and the longer term For
i nstance, they need to: (i) identify barriers to their trade in goods and
services in sectors of particular export interest to them(including cases where
restrictions in one sector inhibit nmarket opportunities in sone other sector?);
(ii) determ ne targets and negoti ati ng approaches for the liberalization of the
barriers identified, including peak tariffs; and (iii) elaborate concrete
proposals toreininthe protectionist use of contingency neasures and ot her non-
tariff nmeasures such as technical barriers, sanitary and phytosanitary
regul ations, rules of origin or environmental prescriptions. For preferential
rules of origin, this objective mght be pursued through the devel opnent of a
set of nmultilaterally applicable criteria and principles.

59. Furthernore, the exanination of a nunber of supply-side aspects will help
strengt hen negotiating positions and "back-up" policies at hone. To this end,
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devel opi ng countries nmay need to: (i) evaluate the extent of liberalization they
t hensel ves want to offer in the negotiating process (in the sector where they
seek better market access or in some other sectors); (ii) assess the economc
i npact of liberalizing particular sectors on efficiency and conpetitiveness; and
(i1i) design supply-side policies which are appropriately tailored to different
sulppl y constraints and devel opnental levels in conformty with nultilateral
rul es.

60. More specifically, in the financial services sector, nmultilateral

liberalization may, on the part of developing countries, call for a careful

anal ysis of the pace and sequencing of reductions of access barriers to their

donestic markets in line wi th individual devel opment needs. Binding conmtnents
with regard to cross-border trade and conmercial presence nay need to follow
neasures to strengthen donestic services sectors and establish appropriate
regul atory frameworks. In the area of governnent procurenment, devel oping
countries face, in particular, the tasks of identifying barriers to trade in
maj or markets in sectors of export interest, devel oping approaches for their

i beralization and proposi ng ways to enhance transparency w t hout creati ng undue
admi ni strative burdens for thensel ves.

61. In addition, an analysis of the inpact of new technol ogi es on both market
opportunities and the conpetitiveness of supply capabilities in services sectors
m ght hel p assess the scope for inproving export perfornances in these sectors.
The findings might provide further guidance for |iberalization approaches and
suppl y-si de poli cies.

62. Sone of the issues set out above might be suitable areas for expert
anal ysis. The Conmi ssion m ght wi sh to consi der the conveni ng of expert meetings
in 1998 with appropriate private sector participation.

Endnot es

1. See the disputes involving United States safeguard actions on inports of
cotton and man-nmade fi bres fromCosta Ri ca (WO docunents WI/ DS24/ R of 8 Novenber
1996 and WI/ DS24/ AB/ R of 10, February 1997) and woven wool shirts and bl ouses
from India (WO docunents W/ DS33/R of 6 January 1997 and W/ DS33/ AB/ R of 25
April 1997).

2. It was in response to this predicanent that in 1997 the US adm nistration
proposed to provide on a non-reciprocal basis "NAFTA parity" to Caribbean
countries hurt by the loss of trade because of NAFTA

3. Defined as commercial services, i.e. total services m nus governnent services

n.i.e.. Source: | M-, Balance of Paynents Statistics Yearbook, 1996, Part 2, and
WO dat a t apes.

4. Report of the Expert Meeting on Strengthening the Capacity and Expanding
Exports of Developing Countries in the Services Sector: Health Services
(TD/ B/ COM 1/ 7-TD/ B/ COM 1/ EM 1/ 3) .

5. An APEC Business Travel Card was introduced on a trial basis between three
APEC nenbers in 1997.

6. See al so "Tel ecomuni cati ons, business facilitation and trade efficiency: sone
maj or inplications of the Aobal Information Infrastructure (A1) for trade and
devel opnent ", issue paper prepared by t he UNCTAD secretariat, TD/ B/ COM 3/ EM 3/ 2.

7. See the statenment of President dinton on 1 July 1997 on a US Governnent plan
for pronoting electronic trade; and the Decl aration of the European M nisterial
Conference on d obal Information Networks, Bonn, 6-8 July 1997.
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8. For instance, restrictions in the health insurance sector in the form of
geographical limtations inhibit the noverment of consuners of health services
across borders and thus frustrate trade in the health sector.
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Annex
UNCTAD s ELECTRONI C TOOLS FOR TRADE ANALYSI S AND NEGOTI ATl ONS
A Trade Analysis and Information System ( TRAI NS)
1. TRAINS, and its corresponding dissemnation tool, the TRAINS CD-ROM is
the nost extensive database on trade infornmation ever devel oped. It can be

conpared to a specialized library with books ontrade-related topics (i.e. tariff
schedul es; para-tariff measures; non-tariff neasures; inport statistics).? The
global aim of TRAINS is to increase transparency in international trading
condi ti ons. More specifically, it is intended for use by policy-mkers and
econom ¢ operators engaged in exporting. It is also a powerful tool for trade
negoti ati ons and general research on international trade. TRAINS enables the
user to carry out searching and sorting of data, as well as to do conparative
data anal ysi s. The software allows for a cross-country conparison of basic
i ndicators on the inmport regine, such as tariff averages and the incidences of
non-tariff measures. Likewise, it allows the same cross-country conparison to
be made for the corresponding inport values, in principle from1990 to the nost
recent year avail able. Five basic operations can be distinguished: (i) selection
of products; (ii) selection of markets; (iii) analysis of information on inport
regines at the basic HS level (over the selected markets for one selected
product; over the selected markets for any aggregate of products; over the
sel ected products for one chosen market); (iv) analysis of inports by origin
(over many narkets for one chosen product; for all products from a selected
supplier; to show potential trade between two countries sel ected as supplier and
as mar ket respectively; through a network of trade flows); and (v) displaying
information at the national tariff line level (for product descriptions; on
tariff and para-tariff mneasures; on non-tariff mneasures). For di ssemi nation
purposes, the secretariat has i nvited the menber States to designate TRAI NS Foca
Poi nts. The further devel opment of the TRAINS software is being carried out in
col laboration with international and regional organizations and regiona
i ntegration groupings (includingthe Wrld Bank). The database i s bei ng extended
with information on bilateral preferential tariffs and rules of origin for the
nost i nportant trade agreenents i nthe western heni sphere. Through col |l aboration
with the OECD, the quality of the informati on on OECD countries in the database
has been inproved.®

B. Dat abase on Measures Affecting Service Trade (MAST)

2. The UNCTAD secretariat was requested to devel op a conputerized database
for conpiling and disseninating information on mneasures, including |laws and
regul ations, that affect the access of services and service suppliers, especially
from devel oping countries, to world narkets. Mjor work on MAST at present is
being carried out inthe context of regional cooperation and integration efforts.
Future work will be focused al nost exclusively on national sources. The focus
of the UNCTAD dat abase i s on making i nformati on accessible to a variety of users,
especially from devel oping countries: Governnents, regional organizations,
acadeni cs and service exporters. MAST may contribute to increased transparency
in the trade regine for services. The information could be used by individua
countries as a tool to facilitate the negotiating process at the bilateral
regional or nultilateral level. For devel oping countries which are fornulating
new regulatory regines in their services sectors, MAST can be a source of
i nformati on on how ot her countri es have regul ated similar sectors. MAST can al so
be a useful tool for collecting information in the context of accession of new
countries to the WIO and for contracting parties who wish to make further
commtnents in the service sector

2 UNCTAD devel oped TRAINS fol |l owi ng Board deci si on 354( XXXI V).

b See OECD, Indicators of Tariff and Non-Tariff Trade Barriers, Paris, 1996, and
its correspondi ng CD-ROM produced jointly by CECD and UNCTAD.




