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Introduction

1. In accordance with the agreed annotations to the provisional agenda for the first
session of the Conmission on Trade in Goods and Services, and Conmodities, the
del i berations of the Commi ssion under agenda item 3 "would permt an exam nation of the
current trading opportunities and chal |l enges faci ng devel opi ng countries and the inpact

of the Uruguay Round Agreenents on their devel opnent. Tradi ng opportunities of
devel opi ng countries in goods and services and their integration into the world econony
will also be influenced to an inportant extent by the ability of these countries to

participate nmore fully in the nmultilateral trading system This issue will focus on
enhancing national capacities in terms of human resources and adnministrative
infrastructures, to enable countries to adjust effectively to neet their obligations
and to take advantage of their rights under the nultilateral trading system as well
as with the assistance provided to countries in the process of accession to WIO. The
secretariat report to this session should include possible ways of strengthening
capacities for participating in the multilateral trading system"

2. This report, which draws heavily on an earlier joint UNCTAD WO st udy?!, has been
prepared by the UNCTAD secretariat to assist the Conmission in its consideration of
this item

3. Chapter | reviews post-UWuguay Round tradi ng conditions facing devel opi ng countri es.
Enphasis is placed on inproved narket access opportunities for devel oping countries in
goods and services arising fromthe Uruguay Round, as well as the challenges they are
likely to face in ternms of factors that will play an inportant role in determning
their ability to take advantage of those opportunities. This latter aspect is of
particular inportance to the |east developed countries, where donestic supply and
institutional capacities are already low This chapter also discusses the kind of
study that needs to be undertaken in order to understand fully the inpact of the
Uruguay Round Agreenents on devel opnent.

4. Devel oping countries' trading opportunities in goods and services and their enhanced

integration into the world econony will also be influenced to an inportant extent by
their ability to participate nmore fully in the nultilateral trading system
Accordingly, chapter Il reviews the gaps in national capacities in terns of human

resources and adninistrative infrastructures to enabl e devel opi ng countries to adjust
effectively to neet their obligations and to take advantage of their rights under the
mul tilateral trading system and discusses possible ways of strengthening capacities
for participating in the nultilateral trading system

I. CURRENT TRADING OPPORTUNITIES AND CHALLENGES FACING
DEVELOPING COUNTRIES IN GOODS AND SERVICES AND
THE IMPACT OF THE URUGUAY ROUND ON THEIR DEVELOPMENT

A. Trading opportunities in goods and services arising from the Uruguay Round

5. New export opportunities wll arise for all countries, including devel oping
countries, as a result of the Uruguay Round. 1In addition to reductions in tariff and
other barriers, export opportunities have al so been enhanced by the increased security
of narket access stemming fromthe new | evel of bindings of new and pre-existing |evels
of market access, as detailed in countries' schedul es of concession on goods and on
services. In a simlar way, the new rules and procedures in such areas as technica
barriers, sanitary and phytosanitary regul ations, and subsidies and countervailing
duties have enhanced export opportunities by nmaking future nmarket access nore secure,
transparent and predictable
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6. It should be noted, however, that these enhanced opportunities will not occur at
once. The trade liberalization agreed to in the Uruguay Round is to be inplenented in
stages - equal reductions over five years for industrial tariffs, beginning in January
1995; a phase-out over 10 years of the quotas inposed under the Multifibre Arrangenent
(MFA); tariffication of various non-tariff measures affecting agricultural trade and
the reduction of these and other agricultural tariffs over six years; and inproved
narket access for a range of service activities that were both agreed to in the Uruguay
Round and are currently under negotiation, with various deadlines in the first half of
1996.

(i) Opportunities in merchandise trade
(a) Overview of tariff reductions

7. On average, the new tariff commtnents nade by devel oped countries represent a 40
per cent reduction in the average tariff on inports of industrial products, although

the actual reduction is very snall, as the original base was itself low. from6.3 per
cent to 3.8 per cent.? Also the proportion of inports subject to bound MFN zero duties
has been increased as well, from20 to 44 per cent. Tariff reductions for industria

products, significant as they are, do not cover all dutiable inports in the markets of
the maj or devel oped countries. Moreover, virtually no reduction was offered on the 22
per cent of dutiable inports which were deened "sensitive". These include products of
particul ar export interest to devel oping countries, such as itens in the |eather,
rubber, footwear and travel goods category. |In addition, a relatively high degree of
tariff escalation will persist in nmpst product groups, particularly those of export
interest to developing countries. These include tropical and natural -resource-based
products.

8. More specific data are shown in table 1, which sets out trade-weighted average
tariff reductions for 11 product categories. For only three categories as regards
imports fromall sources and as regards inmports from devel opi ng econom es does the
absol ute reduction exceed three percentage points, which suggests that the scope for
naj or increase in export opportunities may not be very great on this account. However,
in order to obtain a nore precise picture for individual devel oping economes, it is
inportant to exanmine the situation in much greater detail. This is done in annex table
", which sets out reductions in bound tariffs in products of export interest to
i ndi vi dual devel opi ng econom es.

(b) Tariff escalation and tariff peaks

9. Reducing tariff escalation in devel oped country narkets was a nmjor objective of
devel oping countries in the Uruguay Round, since such escalation may inhibit the
devel opnent of processing industries in devel oping countries.

1 0 .
I ndi cators of the change in tariff escalation as a result of the Uruguay Round

provided in table 2, reveal that developed country tariffs, averaged over al

i ndustrial products, were subject to escalation before the Uruguay Round tariff cuts

and in nost (but not all) instances will remain so after the cuts.® However, there
have been greater absolute reductions in average tariffs at nore advanced stages of
production than at earlier stages of production, both for all industrial products and

for the two subgroups shown in table 2. Thus, the overall degree of escalation has
been reduced. For natural -resource-based products, for exanple, the average tariff
applied to seni-nanufactures has been reduced to the sane level as raw materials (2 per
cent).

" The statistical annexes to this docunent appear in TD/ B/ COM 1/ 2/ Add. 1.
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Tablel
Developed country reductions in bound tariff
rates by mgjor industrial product group
(Billion US dollars and percentages)
Import value?! Taiff averages weighted by:
All Deveoping Imports from
Product category sources €economies Imports from &l sources developing economies
Pre- Post- Abs. % Pre- Post- Abs. %
UR UR diff. Red. UR UR diff. Red.
Industrial products 736.9 169.7 6.3 3.8 2.5 40 6.8 43 2.5 37
Fish and fish products 185 10.6 6.1 45 16 26 6.6 438 18 27
Wood, pulp, paper and 40.6 115 35 11 24 69 4.6 17 29 63
furniture
Textilesand dothing 66.4 33.2 155 121 34 22 14.6 113 2.7 23
Leather, rubber, footwear 317 12.2 8.9 7.3 1.6 18 8.1 6.6 15 19
Metals 69.4 24.4 37 14 23 62 2.7 0.9 18 67
Chemicas & 61.0 82 6.7 3.7 3.0 45 7.2 38 34 47
photographic supplies
Trangport equipment 96.3 7.6 75 5.8 17 23 3.8 31 0.7 18
Non-electric machinery 1181 9.8 4.8 19 29 60 47 16 31 66
Electric machinery 86.0 19.2 6.6 35 31 47 6.3 33 3.0 48
Minera products & 73.0 222 23 11 12 52 2.6 0.8 18 69
precious stones
Manufactured articles 76.1 10.9 55 24 31 56 6.5 31 34 52
n.es.

Sourcet WTO

*Trade data are for the Uruguay Round "base period".
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Table2
Changes in tariff escaation on industrid products imported by developed
countries from developing economies, based on bound tariff rates
(Billions of US dollars and percentages)

Taiff
Imports Share of
each
stage
Absolu
Pre- Post te
reduct
U.R. U.R. ion

All industrial products

Raw materids 36.7 22 21 0.8 1.3

Semi-manufactures 36.5 21 5.4 2.8 2.6

Finished products 96.5 57 9.1 6.2 2.9
All tropical industrial products

Raw materids 51 35 0.1 0.0 0.1

Semi-manufactures 4.3 30 6.3 34 29

Finished products 4.9 34 6.6 2.4 4.2
Natural resource-based products

Raw materids 14.6 44 31 2.0 11

Semi-manufactures 13.3 40 35 20 15

Finished products 5.5 17 7.9 5.9 2.0

Source: TD/ I NF. 33.

“Trade data are for the Wuguay Round "base period", as defined in the annex
to docunment TD/ | NF. 33.

11. A nore detailed look at tariff escalation for inports fromall devel oping
countries by Canada, the European Union, Japan, and the United States indicates
the following: in Canada, while a relatively high degree of tariff escalation
remains for sone products (i.e. hides, skins and |eather products, rubber, jute
and tobacco), for other products (i.e. paper, copper, nickel, alum nium zinc and
lead) there will be little or no escalation follow ng the Uuguay Round tariff
cuts. In the European Union, significant tariff escalation renmains for hides,
skins and | eather, wood products, jute fabrics, netal products, and tobacco, but
the absolute | evel of escalation for tobacco products has been greatly reduced,
and for paper and tin there will be no tariff escalation follow ng the U uguay
Round tariff cuts. On the basis of applied MFN rates, tariff escalation for
exports from ACP countries to the European Union shows a simlar pattern to
tariff escalation faced by all developing countries. In Japan, with the
exception of rubber and paper, devel oping economies will continue to face tariff
escal ation. The extent of tariff escalation for United States inports from
devel oping countries will, however, be elimnated or greatly reduced for several
products as a result of the Uruguay Round.*

12. At the sane tine, the departure fromthe formul a/harnoni zati on approach of
the Tokyo Round has enabled Governnents to concentrate tariff reductions or
el i m nations on products where donestic opposition to trade liberalization is
less strong. This has led to a persistence of "peak" tariffs (over 15 per cent)
on sensitive products, and a rise in relative disparities in tariffs across
product groups. This is particularly evident in the tariff treatnent of textiles
and clothing (United States and Japan), |eather, rubber, footwear and travel
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goods (European Union and Japan), and fish and fish products (European Union).

Bindings

13. One inportant result of the Uruguay Round, from a devel oping country
perspective, has been the reduction in devel oped country inports of industria
products whose tariffs are not bound, the share of which has fallen from6 to 1
per cent (table 3). Perhaps nore inportantly, there has also been a marked
increase in the coverage of tariff bindings in devel oping country markets (the
nost rapidly growing export markets), from 13 per cent to 61 per cent of inports.
These changes pronise enhanced security for the narket access available to
devel opi ng country exporters.

Table 3
Tariff bindings on industrial products
(Percentages)
Tariff lines Imports
Pre- Post- Pre- Post-
Total 43 83 68 87
Devel oped countries 78 99 94 99
Devel opi ng 21 73 13 61
econoni es
Transition 73 98 74 96
econoni es
Source: WO
(c) Preferential tariff treatment
1 4 .
Wiile MFN tariff reductions will inprove market access globally, their
inplications for preference-receiving countries, in particular the |east-

devel oped anobng them are |ess straightforward. Concerns have been expressed
that the trade prospects for these countries would be adversely affected by the
consequent reduction of preferential access enjoyed by eligible countries under
the GSP and other preferential arrangenents such as the Lomé Convention wth
regard to inports by the European Union or the Caribbean Basin Econonic Recovery
Act (CBERA) with regard to those of the United States.

1 5 .

An assessnent of trading opportunities taking into account preferentia
tariff treatnment needs to allow for the fact that preferential schenmes such as
the GSP are subject to change, in particular with regard to product coverage and
beneficiary countries. Extension of product coverage under the GSP, especially
inthe agricultural sector, needs to be pursued further. Sone countries such as
Norway and Canada have noved ahead with inportant extensions in the coverage of
agricul tural products. The scheme of the United States, which was recently
renewed after a period of suspension® excludes nany "inport-sensitive" products
such as nost textiles, clothing, watches, certain electronic and steel articles,
or footwear and |eather apparel. Canada al so excludes nost textile and nmany
f oot wear products.

1 6 :
The degree of preferential access continues to vary between different GSP
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schermes. The Lhited States grants duty-free entry for all products eligible for
GSP treatnent, but coverage is subject to conpetitive-need limtations. Under
the GSP schene of Japan, beneficiary countries are granted various tariff
reductions or duty-free treatnent, and a greater nunber of industrial products
remain subject to ceilings. A nunber of tariff reductions on agricultural
products, including all tropical products and fishery products, have been
i ntroduced by Japan to naintain the preferential nargin follow ng

the MFN tariff cuts of the Uruguay Round. Sinmilarly, Canada is phasing in new
lower GSP rates to offset erosion resulting from Uruguay Round tariff cuts.

1 7 .
The EU has introduced a fundanentally revised GSP schene follow ng the
concl usi on of the Uruguay Round. Quantitative limtations in the formof fixed
duty-free amounts and tariff ceilings for duty-free inports have been aboli shed.
Instead, a systemof tariff nodul ati on which determi nes the depth of tariff cuts
according to the "sensitivity" of inported products has been put in place.
Tariff cuts range from15 per cent of the MFN rates for "very sensitive" products
(including a wide range of fruit and vegetable products, as well as textiles,
clothing and feroy-alloys) to full exenption for "non-sensitive" products.

1 8 .

Some GSP schenes, including the new scheme of the EU, apply graduation
nechani sns under which a beneficiary country | oses GSP benefits for products in
which it is regarded as internationally conpetitive. Schemes also apply full
country graduation involving the conplete w thdrawal of GSP benefits for a
country as a whole when it reaches a certain |evel of devel opnent.

1 9 .

In the case of a nunber of schenes such as those of the EU and Japan, speci al
provisions for LDCs allow for total exenption fromcustons duties for all GSP-
eligible products. Japan and the United States al so exenpt LDCs from ceiling
limtations. Canada offers duty-free access for LDCs, but excludes agricultural
products subject to tariffication and textiles and clothing from the special
treat ment.

(d) Textiles and clothing

2 0 .
Estinates of the inpact of the Uruguay Round |iberalization support the view
that the revenues of devel opi ng econonmies as a group fromexports of textiles and
clothing products are likely to rise - in value as well as volune - when the MFA
is phased out, despite a decline in the "quota rents" that accrue to constrained
countries under the MFA. However, the trade liberalization reformneasures in
this sector are likely to have an inpact upon LDCs in varying ways over tine.

2 1 .

The phasing-out of MA and non-MFA restrictions, and in particular the
provision for increases in growh rates of MFA quotas and the inprovenment in the
application of the flexibility provisions, are likely to expand, in the nedium
term the export opportunities of those LDCs that are WIO nenbers. However, the
outcone for particul ar LDCs woul d depend upon whether they were able to build up
a conpetitive export capacity during the ten-year transition period. The
situation for other LDCs that are currently not WO nenbers is unclear, as the
provi sions of the Agreement on Textiles and d othing would not apply to non-WO
nenbers. In fact, the existing market shares of non-WO nenbers could cone under
threat as the quotas allocated to WO exporting nenber countries grow.

2 2 .

More generally, the considerable latitude which countries have in the
i mpl ementation of their commitnents could affect the ability of devel oping
countries to take full advantage of trading opportunities in the textile and
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clothing sector. The "end-loading" feature of the Agreenent on Textiles and
Clothing, in conjunction with the "integration" choices of Governments, could
post pone the realization of new nmarket opportunities until the end of the ten-
year inplenentation period. Additionally, the possibility of recourse to the
transitional safeguard provisions, which pernmt new quantitative restrictions to
be inposed on a discrimnatory basis for up to three years, including against
countries and products which were not restrained under the MFA, could in fact
reduce export opportunities in the short run.

2 3 .
In addition, the long-term prospects for LDCs' trade in this sector could
al so be adversely affected by MFN tariff reductions of the devel oped countries
in conjunction with the phasing-out of the MFA and other non-M-A restrictions
which would result in an erosion of their current preferential access to the
nmarkets of the nmjor devel oped inporting countries. In other words, their

current guaranteed access to the nmarkets of the latter countries under specia
arrangenents (such as the Lomé Convention in the EU market and preferentia
programes in the United States nmarket) could be challenged as a result of the
return of this sector to GATT, and their existing margi ns of preference could be
eroded due to the reduction of tariffs by the nmjor developed inporting
countri es.

(e) Agricultural products

2 4 .

The Uruguay Round Agreenent on Agriculture provides for disciplines in
several areas: market access, export subsidies, export restrictions, and interna
support.® A wide range of barriers facing international trade in agricultura
products have been transformed into transparent tariffs (although sometimes high)
and in the binding and reduction of alnpbst all of these and other agricultura
tariffs.

Market access

2 5 .

A large proportion (85 per cent) of tariff lines were not subject to
tariffication in the Uruguay Round. This includes a wi de range of relatively
hi gh-val ue-added agri cul tural products. The reduction in tariffs on those itens
is likely to create new export opportunities for those devel oping countries with
an export potential in the products concerned. For the 15 per cent of tariff
lines which are subject to tariffication (covering mainly bulk commdities,
cereal s, sugar, and related products), current nmarket access commitnments have
been generally nmintained through the establishnent of tariff quotas. In
addition, for products where the current narket access was | ow or non-existent
because of prohibitive non-tariff barriers (NIBs) or outright inport bans,
m ni mum market access opportunities were established. These m ni mum access
tariff quotas are to be expanded from 3 per cent to 5 per cent of base period
donestic consunption over the inplenentation period.

2 6 .

The difference between within-quota tariffs and above-quota tariffs is
sometimes quite large. For exanple, in Canada the within-quota tariff on poultry
neat will be reduced over the period from10 to 4.4 per cent. This neans that
exporters may be able to increase their margins accordingly, depending on how
quota rents are allocated. However, if exporters were to expand sal es beyond the
quota, they would initially face tariffs of 234 per cent, to be reduced to 199
per cent in the final year of the six-year inplenentation period. Tariff rates
at such levels tend to be prohibitive, and in such cases the real opportunities
created by the Agreement on Agriculture reside mainly in the |owering of wthin-
quota tariffs. This contrasts with the products covered by the 85 per cent of
tariff lines not subject to tariffication. The arrangements which inporting
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countries adopt to allocate quotas anbng countries will thus have a significant
bearing on trading opportunities actually created. It should be noted, however,
that the tariffication process has resulted in very high levels of tariffs on
affected products, the protective effect of which is supplenented by the speci al
saf eguard clause, which permts additional duties on inports of those itens
subject to tariffication if inports of a given product exceed a "trigger price"
or "trigger volune".

2 7 .
Devel oped countries accounted for about 72.5 per cent of world inports of
agricultural products in 1994. Excluding intra-EU trade, they accounted for
60 per cent of agricultural inports. The across-the-board reductions in
agricultural tariffs by devel oped countries are sunmmarized in annex table Il for
two (overl appi ng) product groups. Anmpng the 12 agricultural product categories
inthe first group, reductions to be undertaken by the devel oped econonies as a
group range froma 26 per cent sinple average cut for "dairy products" to a
48 per cent for "cut flowers, plants and vegetable naterials" and the
m scel | aneous group "other agricultural products". The overall average reduction
of 37 per cent neets, collectively, the goal set by participants. However, given
the bifurcated nature of tariff cuts, these reductions may overstate the actua
i beralization. The reduction on dutiable
tropi cal products (lower part of annex Table Il1) as a whole is 43 per cent
ranging froma |low of 37 per cent for "tropical nuts and fruits" to a high of
52 per cent for "spices, flowers and plants".”

Export subsidies

2 8 .
Anot her inmportant elenment of the Agreenment on Agriculture of the agreed
reductions in export subsidies. These reductions should stinulate donestic

production which fornmerly could not conpete agai nst subsidized exports. The
reductions are of particular significance for heavily subsidized products on
worl d food narkets such as wheat, beef, coarse grains, dairy products and sugar
as detailed in annex table I1l1. Total outlays on subsidies will decline by the
end of the inplenentation period by 36 per cent, from $22.5 billion to $14.5
billion, of which one-half will be accounted for by the European Union. The
prohi bition of export subsidies on all products not subject to reduction
conmitnents will also play an inportant role in inproving conpetition on world
mar ket s.

2 9 .

Reducti on commitnents have been established for broad product groups rather
than at the individual product |Ievel. There is therefore an elenent of
uncertainty as to how the overall commitnent wll affect specific products.
Furthernore, since there is no restriction on how the renumining allowable
subsi di es can be used across markets, it will again be a matter of policy to
decide i n which nmarkets subsidized exports will actually be reduced, or whether
a sequential targeting of narkets would not occur. Concerning donestic support,
as AMVB (aggregate measurenent of support) reduction commitnents are sector-w de,
countries have considerable flexibility with respect to product-specific action

Domestic support

3 0 .

Al forns of donestic support for agricultural producers, with the exception
of the policies designated as exenpt,® are subject to reduction conm tnents. For
each participant with non-exenpt support, the total aggregate neasurenent of
support (AMB) is to be reduced in equal instalnents and bound by the end of the
transition period at a |level 20 per cent bel ow the base-period (1986-88) |eve
for devel oped countries and 13 per cent bel ow for devel opi ng econoni es.
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3 1 .

The reductions in and ceilings on donestic support should lead to a nore
rational allocation of resources and to support being provided in a nanner which
is less trade-distortionary. 1In the long run, this will benefit countries with
a true conparative advantage (as opposed to policy advantages) in agriculture,
as well as those countries which reformtheir agricultural support policies.
However, the supply of subsidized agriculture products on the world narket
available to net-food inporters will be reduced

3 2 .

G ven the conplexity of agricultural policies and the many interacting
el ements of the Agreenent on Agriculture, it becones virtually inpossible to
predict the net welfare effects from exam ning various el ements and narkets in
isolation. n bal ance, studi es® suggest that food-exporting devel oping countries
will receive narginally better prices in the world nmarket, stinulating output and
exports further. At the sane tinme, there will be incentives for the agriculture
sector in net food-inporting countries to expand output (if the increased world
narket prices are transnmitted donestically), although perhaps not enough to turn
inporters into exporters. Consequently, these studies generally confirmthe view
that net food-inporting devel oping countries could face somewhat higher food
bills than previously, with the inpact varying across countries. It was this
possibility that notivated Mnisters at Mrrakesh to include the Decision on
Measur es Concerning the Possible Negative Effects of the Reform Programe on
Least Devel oped and Net Food-Inporting Devel opi ng Countri es.

3 3 .

In one particular recent study, the FAO sketched out the prospective
devel opnents of world food and agriculture over the period to 2010, when worl d
agriculture will face major challenges related to denographic devel opnents and
changi ng food habits. According to this assessnent, devel oping countries will
continue, as a group, to be dependent on inports from devel oped countries, as
production is not projected to keep up with demand. However, presumably there
is scope for enhancing production, provided that devel oping country economc
policies are reforned, and given appropriate investnents in infrastructure and
human capital. Overall, the outlook for agricultural production and trade in
devel oping countries depends, to a great extent, on the appropriateness of
internal policies and incentives for agricultural production

(ii) Commercial services

3 4 .

The General Agreement on Trade in Services (GATS) covers not only cross-
border transactions between residents of different countries, but also the
provi sion of services through comercial presence and the presence of natura
persons in the foreign country. There is no general obligation to offer national
treatment and narket access to foreign suppliers; these obligations are confined
to the sectors and subsectors specifically included in the individual schedule
of conmitnents of each Menber, subject to any limtations with respect to each
node of supply. However, even where conmitnents have not gone beyond
guar ant eeing the status quo, they are valuable because they are binding and
cannot be nodified or withdrawn without conpensating trading partners. Exporters
of services, as well as foreign investors, will therefore have a greater degree
of security and predictability than they had previously.

3 5 .

Four aspects of the GATS are relevant to devel oping countries: first, the
provisions in the Agreenent providing for the increasing participation of
devel opi ng countries; secondly, the specific commtnents undertaken by Menbers
which influence the external environnent for the export of services from
devel opi ng countries; thirdly, the commitnents undertaken by devel oping
countries thenselves which pronote the inport of infrastructural and other
services (including through foreign direct investnment) and hence their capacity
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to export goods and services; and finally, future devel opnents pertaining to
progressive liberalization and multilateral rule-making, in both of which
devel opi ng countries have a significant stake.

3 6 .

The pronotion of devel opnent is an inherent objective of the Agreenent and
is not stated in terms of "special treatnent". Through Article IV of the GATS,
on "increasing participation of devel oping countries", the devel oping countries
have obt ai ned recognition of the basic asymmetry in the | evel of devel opment of
services in developed and developing countries and a conmtnent that the
devel oped countries will take concrete measures aimed at strengthening the
donesti ¢ services sectors of devel oping countries and providing effective market
access for their exports. Article XIX of the GATS provides flexibility for
i ndi vi dual devel opi ng countries to adjust policies to devel opment requirenents.
It provides for their opening fewer sectors, liberalizing fewer types of
transactions, progressively extending nmarket access in line wth their
devel opnent situation and, when nmking access to their nmarkets available to
foreign services suppliers, attaching to it conditions ained at achieving the
objectives referred to in Article IV.

3 7 .

There is considerable variety in the extent to which different sectors or
nodes of supply have been nade subject to specific commtnents in the schedul es.
The nmode of supply npst frequently bound is comercial presence, reflecting the
desire of countries to attract investment, encourage transfer of technol ogy and
create enploynment rather than have services supplied fromabroad. The node of
supply of novenment of natural persons is nainly bound through horizonta
comm tnents, w thout sectoral specificity, wth respect to novenent of
intracorporate transferees and persons involved in establishnent which is |inked
to comercial presence and business visitors. A nunber of devel oped countries
have bound access to speciality occupations and contract-rel ated professionals.
These commtments guarantee some new opportunities for a range of natural persons
but still contain najor limtations, e.g. econonic needs tests.

3 8 .

Not many devel opi ng countries are in a position to benefit imediately, as
exporters, fromthe comercial presence node of supply, given the high cost of
establishment in devel oped countries and the weaknesses of the devel oping
countries' firms in terns of financial and human capital and access to

di stribution networks and information channels and technol ogy. However,
i nformati on technology is creating major new opportunities for |ong-distance
| abour-intensive exports from developing countries. Furthernore, few

restricti ons have been inposed on the consunpti on abroad of tourismand travel -
rel ated services, so the possibilities for expansion of devel oping countries'
exports in this area have not been restricted. Nevertheless, nany devel oping
countries have sone difficulty in identifying export interests in the services
sector (other than in the novenment of natural persons). A nmajor effort would
seem to be required to identify potential export opportunities for devel oping
countries in preparation for the next round of service negotiations.

3 9 .
O the 29 | east devel oped countries which are Menbers of the WIO, only four
have schedul ed cormitnents in nore than half of the 11 services sectors and only
Ganbi a, Lesotho and Sierra Leone have made conprehensive commitnents in nost
services sectors. In fact, nine have schedul ed conmtnents in just one sector
i.e. tourismand travel-related services. Wile this is clearly an inportant
sector for nmany countries, it would also seem inportant to attract foreign
i nvestnent, technology and expertise into other crucial sectors - such as
t el econmuni cati ons, health, education, financial services or transport. There
is need for wider recognition that the GATS is a potentially powerful neans of
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encouragi ng foreign direct investment in critical "infrastructural" services
i ndustri es.
4 0

I mportant challenges in future negotiations under the GATS relate to
pronoting devel opi ng countries' interests through both the process of progressive
liberalization and conpleting the multilateral disciplines of the GATS franework.
In the first area, of particular significance are: further liberalizing trade
in services in sectors and nodes of supply of interest to devel oping countries;
t he achievenent of a truly MFN-based agreenent on financial services; taking
advantage of the opportunities under Article IV to ensure effective access of
devel oping countries to technol ogy; distribution channels and information
networ ks, markets and market information. Conpleting the franework of GATS rul es
woul d i ncl ude: concluding the negotiations on subsidies, safeguards and
governnent procurenent; and devel oping disciplines to ensure that neasures
relating to qualification requirenments and procedures, technical standards and
i censing requirenents do not constitute unnecessary barriers to trade.

Conclusion

4 1 .

To sumarize, the potential benefits for devel oping countries arising from
the results of the Uruguay Round and the establishnment of the WO derive from
(a) trade liberalization, in the formof MNtariff reductions; the conversion
of non-tariff barriers on agricultural products into bound tariff rates; the
reduction of export subsidies and trade-distorting donestic support for
agriculture; the phasing-out of the MFA; and the elimnation of VERs and ot her
grey-area neasures; (b) strengthened disciplines with respect to the application
of non-tariff nmeasures, notably contingency protection neasures such as
saf eguards, anti-dunpi ng, and countervailing neasures; (c) enhanced transparency
and stability in their own trade regi mes, which increases efficiency, helps |ock
in economc reforns, and enhances their ability to attract foreign direct
i nvestnent; (d) specific provisions for differential and nore favourable
treatment in terns of market access thresholds for contingency actions and nore
extended tinme limts and flexibility in inplenmenting the conmtnents; (e) clear
rules for trade in agriculture and services, and for intellectual property
rights, which prevent unilateral actions; and (f) a nore efficient and equitable
di spute settlenent mechani sm

B. Improving the domestic supply response
(i) Export performance and investment

4 2 .

The crucial inportance of physical infrastructure deserves focused attention
in devel oping countries. |nadequate and inefficient tel ecomunications, storage
and road, rail and/or air transport facilities have linmted the scope of the
suppl y-si de response for devel oping countries, especially the |east devel oped
countries. But infrastructure represents |ong-gestation, non-tradeable and | unpy
investments. Solving this problemrequires searching for ways of incorporating
needed i nfrastructure devel opments into devel opnent and di versification projects,
and encouraging the private sector to invest in building and operating these
specific infrastructure facilities.

4 3 .

Investnent in technology will also be crucial to devel oping the supply-side
response. Mich of the technology required to produce resource-based goods is
highly site-specific and therefore many devel opi ng countries, and especially the
LDCs, have been hindered by their inadequate attention to denmand-driven and
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result-oriented research and developnent activities and to building their
respective skill bases through both fornmal education and practical |earning
This is especially inportant because, to expand their production of goods for
i nternational narkets, developing countries nmust reorient their production
structures or processes towards nore efficient utilization of inputs. They nust
al so be able to neet higher quality standards and tighter delivery schedul es
involving the introduction and integration into production structures of new
t echnol ogi es and skills.

(ii) Improving the export supply response

4 4 .

In nost of the | east devel oped and | owinconme countries, primary products at
| ow |l evel s of processing continue to account for the bulk of exports. At the
sane tine, the supply base for non-traditional products renmains narrow and
frequently of inferior quality. However, opportunities exist to diversify into
hi gher stages of processing. Wiile it would be unrealistic to expect inmediate
changes in this situation, the follow ng nmeasures have proven to effective, and
nmay conpl ement nore macro-oriented initiatives:

- Entrepreneurial training for international business devel opnent;

- Increasing domestic val ue added in exports of specific comodity products;
- Inmproving export quality and packagi ng;

- International purchasing and supply nmanagenent.

(iii) Market diversification
4

5 .

The mar ket access conditions negotiated under the Uruguay Round have opened
new opportunities for nmarket diversification, both for exports and for supply of
i nputs fromthe nost conpetitive sources. This applies in particular to non-
traditional target markets. South-South, East-East and South-East trade will
benefit in particular fromgreater predictability and transparency and reduced
trade barriers. As a result, post-Uuguay Round conditions are relatively
favourabl e to expanded intra-regional trade, specially in Asia

(iv) Strengthening trade-supporting services

4 6 :

Business information. The lack of business information and narket
intelligence continues to be an inportant factor of exclusion frominternational
trade, in particular for small and nediumsized enterprises in devel oping
countries. Inproved resources for dissenm nation of business information can be
a central elenment in the effort to preclude the marginalization of devel oping
country enterprises frominternational trade

4 7 .

Trade finance. Despite export opportunities, nmany snall and nedi umsized
export enterprises are critically constrained by the lack of pre-and post-
shipnent credit facilities at honme. To address these problens, their trade
finance needs have to be assessed and suppl enmentary financing schenes will need
to be designed to close the gaps in the systens currently in place. Technica
cooperation activities can enhance this process and provide training during
initial operation of schenes.

4 8 :

Non-commercial trade-supporting services. These include trade pronotion
organi zations, conmercial attachés, chanbers of commerce and professiona
or gani zati ons, which have the potential to play a key role in supporting trade
devel opnent. Experi ence shows, however, that they can only perform their
functions when a nunber of conditions are net, including credibility with the
busi ness sector, service orientation and high levels of expertise. Technica
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cooperation can go a long way in assisting these institutions to enhance their
per f or mance.

(v) Trade efficiency measures

4 9 .

Trade efficiency is a priority area for action by Governnents, the private
sectors and institutions |ike UNCTAD. Technical assistance programmes in the
foll owing areas deserve inmediate attention: training and awareness in the nmain
areas of trade facilitation and trade efficiency; integration of trade efficiency
neasures in custonms and in financial, transportation and tel ecomrunications
sectors; and pronotion of international norns and standards for collecting and
transmtting trade-related information and nessages.

C. Impact of the Uruguay Round Agreements on development: need for country-
specific studies

5 0 .

The econom ¢ inpact of the Uruguay Round will be spread out over a nunber of
years because the Uruguay Round Agreenents provide for a phased inplenentation
of cormitnents and because economies will take tine to adjust to policy changes.
Thus, the inmpact of the Round can be distinguished according to | ong-term and
transitional (short- and nediumterm effects. Long-termeffects are those which
will arise when all commtnents have been inpl emented and econoni c adjustnents
have taken pl ace.

5 1 .

Transitional effects arise for a nunber of reasons. First, varying tinme-1|ags
in the expansion and contraction of industries due to the policy changes induced
by the Agreenents inply that the productive factors released from contracting
i ndustries may renain unenpl oyed for a period before they beconme reabsorbed in
expandi ng industries. Second, while the reductions in MN tariffs will increase
narket opportunities in general, they will also put a conpetitive squeeze on the
exports of those countries whose access was hitherto facilitated by preferentia
tariffs. These countries are likely to experience a transitional |oss of export
revenue. Cher short-termeffects are expected as a result of the reform process
inagriculture and of the refornms concerning intellectual property rights. The
reformprocess in agriculture could | ead to higher prices for basic food products
and could therefore involve transitional costs in terns of higher inport bills
for lowincone food-deficit devel oping countries. Further, the extended and
stronger patent protection may result in higher prices for high-technol ogy and
phar naceuti cal products.

5 2 .
The long-term inpact will depend on a variety of factors, including the
capacity of each country to respond to the new trading opportunities and to
overconme constraints. This in turn may be influenced, to a great extent in sone
cases, by conplenentary policies adopted at both the national and the
i nternational |evels designed to snmboth the process of econom ¢ adjustnent by
addressing the rigidities which slowit down. International support could render
nore effective the efforts by developing countries to rationalize resource
all ocation and devel op supply capabilities as well as to increase the elasticity
of supply in critical areas by encouraging investnents in those areas. Thus,
both the longer-termand transiti onal inpacts are likely to vary fromone country
to another, depending on the specificities of the country's trade situation,
econoni c possibilities and policy responses. This highlights
the need for a country-specific approach to analysing the inpact of the Uruguay
Round on devel opnent.

5 3 .
One avenue for such analysis would be a series of country case studies on
devel oping countries at various stages of developnent which would exanine
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enpirically the opportunities and chall enges created by the post-U uguay Round
tradi ng environment for devel oping countries.

5 4 .

The case studies would need to be conprehensive in terms of coverage of
Uruguay Round Agreenents of particular relevance to a country's trade and
econoni ¢ situation (both demand and supply side inplications). The studies would
anal yze how tradi ng opportunities have changed for the particular country as a
result of the Uruguay Round agreenments and what it is doing to respond to the
opportunities, as well as what chal |l enges have arisen, including the difficulties
or constraints faced in coping with them In this context, the studies would
al so need to anal yse how each country studied could best utilize the various
transitional periods available to it to adjust its policies and strategies in
order to be able to conply, at the end of the relevant inplenentation periods,
with its new nultilateral obligations. The principal challenges, difficulties
and constraints arising from the Uruguay Round Agreenments for devel oping
countries, particularly LDCs, would thus be clearly identified. Pol i cy
reconmendati ons could then be nade for actions at both the national and the
i nternational |evels.

5 5 .

The Commi ssion on Trade in Goods and Services, and Commodities nay wi sh to
[ aunch these studies rapidly. An Expert Meeting could be convened to advise the
Comm ssion on the nethodol ogical approach for these studies, including the
sel ection of a representative sanpl e of devel oping countries, at different stages
of devel opnent, to be covered

11. ENHANCING CAPACITIES FOR PARTICIPATION IN
THE MULTILATERAL TRADING SYSTEM

5 6 .

Whil e developing countries can expect to derive benefits from the
strengthened and expanded nultilateral rules as countries bring their trade
policies into line with their new obligations, in many instances translating
these multilateral trade rights into concrete trade advantages requires action
by Governments with the active support of the business comunity. Many
devel oping countries and countries in transition have found thensel ves poorly
equipped in terns of institutions and human and financial resources dedicated to
this objective.

5 7 .

It is noteworthy that mejor developed trading countries have recently
announced "action programres" to ensure full exercise of their trading rights in
the WQ as well as at regional and bilateral levels, with a viewto nmaxim zing
their access to markets and influencing the future negotiating agenda. To
realize the full benefits of WO nenbership and other trade agreenents,
devel opi ng countries which have not already done so need to devise conparable
strategies and to nobilize their resources so as to integrate thensel ves nore
fully into the international trading system

A. The challenges of integration into the multilateral trading system

5 8 .

Integration into the nmultilateral trading systemis a function inter alia of
a country's ability to: (a) identify and exploit trading opportunities; (b)
effectively defend its trading rights; (c) fully conform to its trading
obligations and execute its developnent policies and strategies within the
framework of these obligations; and (d) define and pursue its trade and
devel oprent interests in trade negotiations. |In the case of devel oping countries
and countries in transition, these efforts require the support of the
i nternational conmmunity.
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(i) ldentifying and exploiting the trading opportunities: trade promotion

5 9 .

Devel opi ng country Governments need to support their exporters in identifying
the trading opportunities arising in the post-Uruguay Round environnent. Prinmary
attention should be given to sectors subject to significant MN tariff
reductions, mninmum and current access tariff quotas on agricultural products,

and textile and clothing product categories to be integrated into GATT. |In this
context, inproved institutional mechanisns for providing information and support
to the private sector are required, including better use of information

technol ogy, the setting up of data bases on trade flow and trade barriers, the
strengthening of information centres and trade pronotion offices, and
stream i ning of adm nistrative requirenents.

(ii) Full utilization of the multilateral rules as regards export markets

6 0 .

This i nvol ves both effective defence of acquired rights and the formul ation
and inplenentation of developnent strategies within the franmework of the
multilateral obligations.

(a) Exercise of acquired multilateral rights aimed at maximizing trade
opportunities

6 1
The areas where trade rights can be exercised incl ude:

a The application of the Anti-Dunping Agreenent to limt contingent
: . ! 9
protection agai nst devel opi ng country exports;

(b) The application of the Subsidies and Countervailing Measures Agreenent
to limt contingent protection agai nst devel opi ng country exports;

(c) The inplenentation of the Agreenent on Safeguards, particularly the
phase-out of VERs and the use of the quota nodul ation provision of
Article 5:2;

(d) The integration of textile and clothing product categories into GATT
1994 and the use of the transitional safeguard nechani sm

(e) The allocation of agricultural tariff quotas, both "m ninn and
“current" access;

(f) The application of technical standards and sanitary/phytosanitary
regul ations, particularly those related to environnental protection

(g) Effective inplenmentation of Article IV of GATS.

6 2 .

Most problems of nmarket access, notably the application of "contingent
protecti on" nechani sns, have to be dealt with - at least initially - within the
context of the inporting countries' |egislation. Defending against contingent
protection actions requires the preparation of technical and | egal argunentation
and strict conpliance with procedures within specific and usually short tinme
limts. Carrying the nmatter to WO bodies and eventually to the dispute
settlement mechanismrequires a further refinement of such technical and | ega
argunent ati on.

(b) Formulation and implementation of development strategies within the
framework of multilateral trade obligations
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6 3 .

As a result of their nenbership in the WIQ the multilateral obligations of
devel opi ng countries as a whol e have increased in inportant ways. This has been
the result of the "single undertaking approach”, under which disciplines of the
multilateral trade agreenents (MIAs) apply to all nenber countries; the tariff
bi ndi ngs, covering all agricultural and a |arge nunber of industrial products;
conmitnents on trade in services (which differ significantly anong countries);
and the acceptance of intellectual property protection norms as enbodied in the
TRIPs Agreenent. To this nust be added, for exanple, the

abolition of quantitative restrictions and licensing systens entailed by the
di si nvocation of Article XVII1:B by a nunber of devel opi ng countries.

6 4 .

However, nmost multilateral agreements provi de devel opi ng countries with | onger
time periods to inplement the obligations of the MIAs, while |east devel oped
countries are usually accorded even nore extended periods. In addition, in sone
i nstances developing and |east developed countries have |ower |evels of
obligations. For exanple, as regards non-agricultural export subsidies, all LDCs
and countries with a per capita GDP of less than $1,000 are exenpt from the
prohibition so long as they remain in these respective categories.

6 5 .
The | onger periods for inplenentation permt devel oping countries to retain
nore policy autononmy for an additional period, which may - in certain

circunmstances - provide themwi th additional options for enhancing their trade
conpetitiveness. Devel oping countries nust draw up their trade and economc
policies in full cognizance of their nultilateral rights and obligations, which
woul d not seem to preclude their enmulating the basic elenents of earlier
strategies, although in the context of nore open nmarkets (both for inports and
their own exports). Least devel oped countries, in particular, wll have
consi derabl e freedom of action, at least for 10 years under nost of the MIAs.
Each country enjoying differentiated and nore favourable treatnent in the form
of exenptions and |onger phase-out periods nust decide whether the neasures
concerned are useful tools for pronbting its trade and devel opnent. |If so, their
use should be defended; if not, such neasures could be phased out even nore
rapidly than foreseen in the Agreenents.

6 6 .
In some areas, the provisions of the Agreenents can |lend thenselves to
different interpretations. This applies to:

- Bal ance- of - paynents restrictions;

- Intellectual property rights;

- Coverage of the TRIMs Agreenent;

- Challenges to subsidy reginmes, including through countervailing duties
agai nst "actionabl e subsidies";

- Application of anti-dunping and countervailing duty actions by devel opi ng
countri es.

6 7 .

e major difficulty facing devel oping countries in inplementing multilatera
obligations is the sheer quantity of notification requirenents. |In sone cases,
failure to notify can affect a nenber's rights under the MIAs. For exanple, for
WO nenbers that accepted the WO Agreenent fromthe outset, TRIMs that were not
notified by April 1995 are not eligible for the five-year phase-out period
avai l abl e to devel oping countries. A prerequisite for neeting these requirenents
is obviously a clear allocation of responsibilities within Governments and wi de
under st andi ng of the obligations of the MIAs.

6 8 .
The liberalization of quantitative restrictions and tariff bindings by
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devel opi ng countries has led to a growi ng enphasis on countervailing and anti -
dunpi ng duties and energency safeguards as a neans of providing protection to
i ndustries faced with an unprecedented degree of foreign conpetition. The use
of these nechanisns inplies the existence of independent institutions, which nust
t ake decisions on the basis of objective criteria, follow stringent procedures
and provide for "due process" and transparency. Effective operation of such
i ndependent institutions wll require, as discussed below, resources and
expertise to carry out investigations in the exporting countries. In deciding
on the priorities for using scarce human and institutional resources, devel oping
countries should keep in nmind that the WO rul es and obligations do not require
nmenber countries to have provisions for inposing anti-dunping or countervailing
duties, nor is having such provisions a prerequisite for having recourse to WO
rules to defend against unfair treatnent of a country's exports in foreign
mar ket s.

6 9 :
Even though inplenmenting |egislation nay be drawn up in strict conformty with
the obligations of the MIAs, its effective enforcenent may invol ve
consi derabl e costs, both in the training of officials and daily operation. The
TRIPs and Custons Valuation Agreenents!? seem to inpose the npst onerous
obligations in this respect, in particular on the | east devel oped countries where
customs staffs will have to be trained and suppl enented. O her Agreenents
contain admnistrati ve obligations such as those on Technical Barriers to Trade,
Sanitary and Phytosanitary Regul ati ons and GATS, which require the establishnent
of enquiry points capable of providing a variety of infornation.

7 0 :
Thus both in devel opi ng countries and countries in transition, new institutions
will have to be established and responsibilities nore clearly allocated. A
"trade policy community" conparable to that flourishing in many devel oped
countries will need to evolve conprising not only governnent officials but also
| awyers, trade consultants, academ cs, journalists, |obbyists, private sector
representatives, consuner groups, etc., concentrating on trade issues.

(c) Countries in the process of accession to the WTO

7 1 .

An additional challenge is that of incorporating econom es outside the WIO into
the mainstream of international trade relations. There are presently over 30
applicants for accession to the WIQ, and nore are in the pipeline. The test of
their successful integration into the WIO will be whether their inclusion |eads
to concrete and predictable trading opportunities for all. Each accession
involves difficult negotiations on both nultilateral systemc issues and
bil ateral market access in return for the benefits of WO Menbership. The
accessi on process established under the WO Agreenent is fundanental ly different
from the process of accession established under the GATT. The WO Agreenent
covers nost sectors of trade activity. |In order to tailor the ternms of entry to
the preci se requirements of the applicant for accession, WO nmenber CGovernmnents
are requesting substantial and precise information about these sectors, as well
as on larger policies and programes related to econonic reform e.g. industrial
policy, national |egislation and privatization which (although the latter is not
the subject of specific WO obligations) are seen as inevitably having
inplications for the capacity of acceding Governnments to live up to WIO rul es and
obligations. Additionally, there is a widely held view anongst WO Menbers that
the applicant should be in a position to participate effectively in the system
i mmedi ately upon accession. All these factors result in greater demands upon
appl i cant CGovernments, many of which, particularly those in transition to a
narket econony, are still experinmenting with various policy options and have yet
to fornulate precise trade policy objectives or to establish the necessary
mechani snms to inplement such policies in the direction of WO consistency.
Correspondi ngly, the need for high-quality and focused technical assistance to
facilitate accessions is now much higher than before.
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(iii) Future multilateral trade negotiations
7 2 .
The issues which will require analysis with a view to preparing for future

mul til ateral negotiations include:

(a) The built-in agenda of the UWuguay Round MIAs, which include areas
wher e:

- Specific provision has been made for new negotiations, notably
progressive liberalization of trade in services under GATS and
continuation of the reform process under the Agreenent on Agriculture;

- Provision has been nade for recomrendations on inproved rul es under the
auspi ces of the Committee adm nistering the Agreenent (e.g. articles on
safeguards, subsidies and governnent procurenent in GATS, anti-
ci rcunventi on neasures on anti-dunping duties, rules of origin, etc.);

- The operation of Articles of the MIAs is to be reviewed, inplying the
possi bl e renegoti ation of these Agreenents;

- New issues have been indicated for future "consideration", such as
i nvestment and conpetition policy under the TRI Ms Agreenent.

(b) New i ssues, not addressed in the MIAs, which have been rai sed by one or
nore Governnents as possible candidates for future negotiation (e.g.
trade and environnent, trade and | abour standards and measures to conbat
corruption), or which have been put forward in a different context than
that provided in the MIAs (e.g. trade and investnent);

(c) Tariff negotiations, including the willingness of devel oped countries to
reduce peak tariffs and remaining tariff escalation, and the willingness
of many devel oping countries to further reduce tariffs and increase
their tariff bindings;

(d) Regi onal , subregi onal and bilateral negotiations.

7 3 .

In preparing for future negotiations, each devel opi ng country Governnent wil |
need to: (a) identify trade nmeasures which constitute significant barriers for
its exports; (b) docunment actions which have been taken in the context of the
i mpl ementation of the MIAs which have caused problens of security of access to
nmarkets or inpeded the country's ability to effectively defend its rights; and
(c) provide an assessnent of national interests in the context of the proposals
of trading partners, including proposals for the inclusion of newissues on the
trade agenda. A key role would have to be played by an intermnisterial task
force or some other coordination entity. Assistance from WQ' UNCTAD/ UNDP and
donor countries coul d be of use in assisting devel oping countries to conpile and
publish this information. National and regional technical assistance projects
coul d assist developing countries in this respect, and sem nars and workshops
could assist in clarifying i deas and positions.

7 4 .

Identificati on of devel oping countries' interests is essential to ensure that
these are reflected in the future trade agenda. Wth respect to nmuch of the
built-in agenda, the identification of developing countries' interests wll
derive from experience in the inplenentation of the Agreenents, which will
i ndi cate where additional rules or corrective action nmay be required to deal with
probl emrs encountered by devel oping countries. This would require a systenmatic
study and analysis of the operation of the MIAs.
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7 5 .

In particular, active devel oping country participation in future negotiations
on trade in services would require nuch nore detailed anal ysis of the potenti al
for service exports, taking account of all npbdes of supply, as well as
identification of the regulatory barriers to such service export expansion.
I ndi vi dual Governnents should carry out detailed studies at the national |evel,
in close coordination with the private sector, to identify potentials and
barriers, as well as studies to inprove the understanding of devel oping
countries' capacities in the export of services, using such nbdes as information
networks. The MAST dat abase of UNCTAD woul d seem of key inportance in assisting
in the identification of regulatory obstacles. A review of the operation of
Article IV of GATS and related provisions could also assist in identifying future
negoti ating objectives. Mention should also be made of Article V of the GATS,
whi ch provides for regional liberalization of services trade in the context of
free trade areas and custons unions.

7 6 .

The new i ssues require a sonewhat different type of analysis. The protection
of the environnent, the pronotion of investnent flows and the elinination of
anti-conpetitive practices, as well as the conpliance with |abour standards and
the prevention of corrupt practices, are all worthy objectives. The inplications
for devel oping countries of proposals to |link these objectives to trade rights
and obligations require considerable further study. Famliarity with discussions
and negotiations in other fora (e.g. the

Climate Change Convention, |1LO and the relevant experience of regional
agreenments woul d be required.

7 7 .

The consensus-building process in the Uruguay Round involved a trade- off
between the determination to deal effectively with issues that had been
unresol ved for decades and the preoccupation to include "new issues" in the
trading franework. Devel oping countries in particular were unfamliar with the
i mplications of the latter on their trade and devel opment, and the [ earning
process took place largely while the negotiations were under way. The
difficulties which arose during the Uruguay Round coul d be avoi ded through a nore
i ntensive consensus-buil ding process and a clear understanding of the inpact of
gl obali zation on trade policy instrunents. This could be furthered by the
preparation of independent studies, the stinulation of academ c research in these
areas by institutions in developing countries, and the hol ding of sem nars and
wor kshops at the regional and interregional |evels.

7 8 .

The various reviews of the results of the Uruguay Round conducted by UNCTAD,
WQ etc., have also highlighted those product categories where tariff protection
remai ns high and where tariff escalation is also significant. Mre generally,
future negotiations would have to take into account some of the unsatisfactory
aspects of the Uruguay Round results. These include |ess-than-average tariff
reductions achieved for nany products of particular export interest to devel oping
countries; persistent tariff peaks and tariff escalation in a nunber of the
sectors of interest to devel oping countries; prohibitively high tariff rates in
several of the agricultural products subject to tariffication and an initial |ack
of clarity in the tariff quota allocation nechanisns and procedures in the
i mporting countries (the nechanisnms had to be notified to the Agriculture
Conmttee, where countries are entitled to request details on any aspect that is
not clear). 1In addition, the experience with the inplenmentation of the MIAs,
particularly in the context of the reviews already foreseen, may indicate areas
where future action would be necessary.

7 9 .
In sone countries, many human and institutional resources are currently being
devoted to trade initiatives at the regi onal and subregional level. |In certain
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cases, these initiatives nust be considered a natter of top priority, as they
involve a major trading partner entering into conmitnents in areas not covered,
or covered less intensively, by the WIO.** In other cases, ! regional cooperation
is taking the formof intensive technical work which builds upon the WIO MI'As but
al so envi sages disciplines in areas not covered by the WIO within the franework

of targets set out in high-level political statenents. Preparation for
multilateral activities, including the WIOs new Comrittee on Regional Trade
Agreenents, will require that devel oping countries achieve an effective policy

synthesis of all those activities which present an institutional challenge.

8 0 .

In preparing for trade negotiations, advanced industrialized countries nobilize
consi derable resources to identify negotiating objectives, to analyze the
positions of their trading partners and to form national consensus. The
identification of negotiating objectives draws heavily on the experience of the
private sector and is tailored to the needs of the industry. Questionnaires are
sent to enterprises, trade associations and chanbers of Comerce to obtain an
initial inventory of problens they face in export nmarkets. The responses are
often followed up by trade officials abroad to confirmtheir existence and obtain
nore preci se data, taking into account the consistency of such neasures with the
internati onal obligations of the country concerned. Obviously, the information
provided by TNCs with gl obal operations is crucial in this respect. |In sone
countries, information on barriers affecting their trade (and investnent) is
continually updated and published at regular intervals.

8 1 .
In addition, studies are undertaken by the Governnent, or subcontracted to
acadenic or specialized research institutions, to exam ne the strategic aspects
of new issues for negotiation or new approaches to negotiation. Furthernore, the
Governnents of devel oped countries usually possess a strong
"institutional nenory" which they can draw upon in fornulating positions,
assessing options and anal yzing the objectives of their trading partners. The
results of these studies are often analyzed and debated in study groups at the
national and international level to test ideas. The OECD has provided a forum
for the refinenent and coordination of devel oped country positions, supported by
studi es by the CECD secretariat.

8 2 .

Devel opi ng countries again find thensel ves at a consi derabl e di sadvantage. The
capacity of the private sector to provide useful information is limted by the
fact that national enterprises are not extensively involved in global operations,
or if so, are subsidiaries of TNCs which maintain their research operations in
the home countries and/or are not interested in serving export nmarkets fromthe
host country. These factors tend to introduce a bias toward protection-seeking
in the information and ideas obtained fromthe private sector

8 3 .

Over several decades, a very inportant source of training and the devel opnent
of an institutional menory has been provided by the GATT/WO technica
cooperation and trai ning courses (offered in the three official |anguages) which
have the advantages of enabling future decision-nmakers to obtain an in-depth
first-hand experience with trade policy issues and establish a peer group network
anong devel opi ng country officials.

8 4 .

In the preparation of negotiating positions, developing countries have
benefited from the general analysis of issues in UNCTAD, as well as the nore
focused technical assistance provided under the UNCTAD UNDP programmes?®® and by
anal yti cal mechani sns devi sed by UNCTAD and the Wrld Bank. The coordination
process anmong devel opi ng countries, which has been supported by these progranmes
as well as by regional (e.g. SELA) and subregi onal secretariats and UN regi ona
conm ssions, has had the advantage of enabling countries with fewer resources to
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gain from the experience of those with nobre sophisticated institutiona
i nfrastructures in this area. However, resources for these activities are
limted, and ways could be sought to strengthen them and extend their focus to
preparing technical background studi es and support debate with respect to issues
for future negotiations.

(iv) Policy, regulatory, legal and institutional constraints

8 5 :
Devel oping countries, in parallel with the liberalization of their trade
reginmes, are faced with the difficult and challenging task of institutionalizing
and upgrading their trade legislation with a view to inplenenting the WO
Agreerent s and devel oping a regul atory franmework on an econony-w de basis. The
latter aspect is also very inportant in increasing participation of devel opi ng
countries in the nultilateral trading system |In nost devel oping countries,
national laws and regul ati ons nmay not yet exist in areas covered by nultilatera
trade obligations and, where they do exist, are usually |less detailed than the
multilateral agreenents (whereas, on the contrary, the national |aws and
regul ati ons of the mmjor devel oped countries are usually nore detailed than the

mul tilateral agreenents). Devel oping countries will need to nodernize their
national laws and regulations, as well as the techniques for, in particular,
containing unfair inmport conpetition. |In this regard, they need to bring them

fully into line with the WO Agreenents and to integrate themw th the rest of
their legal systemto ensure internal consistency, as well as to prevent their
trade policies and practices from being too easily challenged by other WO
nmenbers.

8 6 :

A major conclusion is that if developing countries are to introduce effective
trade legislation and procedures, as required by the WO Agreenents, and operate
themeffectively, they will require technical assistance in learning the skills
and nmet hodol ogy to be followed. For many devel oping countries and countries in
transition, this could not be achi eved without support and assistance fromthe
i nternational conmunity.

8 7 .

Apart from substantive obligations and rights, a |large nunber of procedura
requi renents al so face WO nenbers. Reference has already been nmade to the
notification requirenents under the WO Agreenents. WO nenbers will continue
to undergo periodic trade policy reviews which, while they represent a unique
opportunity for the country concerned to gain an overall perspective of its trade
reginme and options for inproving that regine, also represent an additiona
institutional burden, especially in the case of devel oping countries. Active
participation in WO activities will also require constant involvenent in the
work of WIO councils, committees and working parties, as well as in the ongoing
negotiations on sone specific issues (e.g. on services sectors). This, again
will require from devel opi ng countries nore resources, professional back-up and
i mproved coordination between different governmental agencies and with their
Geneva- based representatives.

Overcoming institutional constraints

8 8 :
Institutions directly responsible for inplenenting obligations under individua
WO Agreements woul d al so have to be strengthened with the objective of ensuring
effective conpliance with obligations. For exanple, notifications would have to
originate fromthe rel evant departnent of the ministry responsible for the policy
governed by the particular MIA e.g. agricultural subsidies, investnent measures,
intellectual property rights. Some MIAs, such as the Agreenent on Techni cal
Barriers to Trade and GATS, would require contributions from a nunber of
nmnistries, but these could be coordinated by the enquiry points which each WO
member is required to establish. In many cases conpliance with obligations
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requires not only the adoption of |egislation and regul ations consistent with the
MrAs, but al so detailed admi nistrative practices for the daily operation of the
Agreements, such as in the case of the TRIPs and Custons Val uation Agreenents,
the allocation of agricultural tariff quotas, etc.. |In addition, the Agreenents
on Agriculture, Textiles and dothing, Safeguards, Anti-dunping and Subsidi es and
Countervailing Measures require the establishment of sone "investigating
authority" capable of determining the existence and extent of "dunping",
subsi di zation, "material" or "serious injury", "serious danage" or trigger prices
and trigger inport volunes, on the basis of the criteria set out in the
Agreerments. The latter two Agreenents, which deal with "unfair" practices, also
provide for "judicial review' which requires the existence independent judicial,
arbitral or administrative tribunals or procedures.

8 9 :

The institutions concerned would have to be nade directly responsible for
ensuring that the benefits and advantages offered take real effect. The task of
nmonitoring trading partners' inplenentation of the WO obligations would be
carried out by the representation to the WO and the trade sections of enbassies
abroad, in coordination with those specialized departnents, nentioned above,
whi ch woul d possess the expertise to assess whether barriers had been i nposed or
trade rights infringed and provide the elenents for a response.

9 0 :
The coordination function is crucial in this process, and the naintenance of
effective bodies for this purpose would be a matter of priority. Were such
coordi nation was carried out through ad hoc nmechani sms during the U uguay Round,
Governnments would be advised to consider the establishnent of permanent
nmechani snms to prepare for future initiatives. The fact that sonme countries are
conducting bilateral or regional negotiations in parallel with mltilateral
activities requires that the negotiators be guided by a conmon strategy, so that
comitnents nmade in one context do not prejudice negotiating objectives in
others. It is also inportant that the expertise dealing with these issues be
effectively nobilized, given that many of the issues being included in regional
and bilateral agreenents are likely to be brought up in the multilateral context.
This coordination function could extend to |iaison and public relations with the
private sector and other interest groups so as to nobilize their support,
establish national consensus, and obtain information as to the private sector's
assessnent of the inplications of trade actions, as well as to pronote a w der
understanding of the system of trade rights and obligations with a view to
facilitating their inplenentation. |In addition, there would be a need to |iaise
effectively with the nedia to ensure that the Government's point of view on
particul ar trade issues received
adequate national and international coverage. It would be necessary to establish
closer relations with academ a and research institutions to ensure that their
research was tinely and focused on the needs of negotiators.

9 1 .

The question would arise as to the choice of appropriate institutions for the
anal ysis of trade data, political developrments with a potential trade inpact,
preparation of technical argunentation in support of negotiating positions and
trade disputes, identifying trade objectives and analyzing the inplications of
initiatives by trading partners. The formulation of trade objectives and
preparations for future trade negotiations require the contribution of research
institutions, which may be parallel governnental agencies (sone devel oped
countries maintain departments which concentrate on policy fornulation and
research), specialized academic institutions or both. |n devel oping countries,
the lack of research institutions capable of nmaking a neaningful contribution to
trade policy fornulation and the assessment of negotiating options has been
not ed. The strengthening of such institutions in devel oping countries could
serve not only to enhance research capacity, but also to provide an institutional
mermory, which may be difficult for governnent departnents burdened with daily
operations. Such institutions could be set up to service a particular region or
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subregi on and thus conpensate for the difficulties faced by the snaller and
poorer nenbers.

B. Agenda for human resources capacity-building

9 2 .

Strengthening the institutional infrastructure inplies a need to identify the
skills and resource required to nake national trade policy institutions workable
and effective. Intensified training programes could incorporate international
trade relations and trade policy issues into universities' basic curricula on
l aw, econonics, political science and international relations. Specialized post-
graduate training facilities in the field of international conmercial diplomacy
and trade policy could be established at regional, subregional and interregional
| evel s t hrough networKking.

9 3 .

An essential element of a strengthened institutional infrastructure is also an
i mproved capacity to cope with increasing information and data and to structure
it in a manner useful for Governnents, research institutions and the private
sect or. Efforts should aim at increasing access to and use of information
t echnol ogy and designing effective, user-friendly trade data and information
net wor ks.

9 4 .

For exanple, regional and/or national centres for trade data for busi nessnen
could be set up around the UNCTAD trade point progranmme. Research centres on
trade issues to service governnment, business and acadenmia could also be
est abl i shed. The research centres, which could be set up on a regional or
subregi onal basis where this woul d be nore practical, could not only constitute
a repository of docunentation, but also be available to conduct studies on
request, to give specialized courses to various categories of students and
trainees, and to organi ze semnars and courses as required by events. They could
support the Government in trade negotiations, pronbte transparency, prepare
information to help countries defend their interests in trade disputes, and
undert ake research on future negotiating i ssues. Such centres could benefit from
the support of UNCTAD)UNDP and of specialized institutions in devel oped
countries. Each devel opi ng country could adapt its national institutions to its

own specific interests and priorities. In this context, the experience of
establishing national trade policy institutions in several developed and
devel opi ng countries would be very illustrative and hel pful.

C. Multilateral technical assistance

9 5 .
The basic focus of international technical cooperation activities should be to
assi st devel oping countries to identify the nain i ssues and policies concerning
their integration into the international trading system in terns that would
i ncrease their econonmc benefits and equip themw th better capacities to conpete
in international trade, while safeguarding their vital
donestic developnental priorities and concerns. To this end, technical
cooperation should concentrate on institution-building. The specific objectives
of such technical cooperation would be: (a) to strengthen devel opi ng countries'
capacities to identify trade policy objectives and performrelated functions; (b)
to strengthen national trade policy admnistrations and other aspects of
institution-building; (c) to inprove developing countries' participation in
international trade policy decision-making, in particular in the WO system (d)
to increase their capacities to enforce their rights and inplement their
obligations under multilateral rules and disciplines; (e) to upgrade their
capacities with regard to preparing for and participating in nmultilateral,
regional and bilateral trade negotiations; and (f) to ensure greater access to
trade information. These activities should be seen as an unbrella for national
and international measures that would assist these countries to beconme full
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pl ayers and partners in the international trading system while specific
conponents would be tailored to the particular needs of individual countries,
i ncludi ng those countries currently negotiating their accession to the WO

9 6 .

A variety of international organizations and Governnents are presently
assi sting devel oping countries and countries in transition to participate nore
actively in the international trading system These include: (a) the WO t hrough
its training programmes in CGeneva and technical assistance activities in CGeneva
and in the field; (b) UNCTAD s technical support for Governnents and regions in
their trade negotiations, "TRAI NFORTRADE', and its trade point network; (c) ITC
trade pronmotion facilities, (d) bilateral technical cooperation progranmes of
donor countries, etc.. However, such efforts are largely directed at the
training of individuals, the preparation of studies and the interchange of ideas.
More enphasis could be given to neasures ainmed at strengthening the structures
of the institutions thenselves.

9 7 .

There is a need for achi eving conpl enentarities and synergies not only between
UNCTAD and WO but wth other international, regional and subregiona
institutions, such as ITC, the Wrld Bank, WPO SELA, the regional economc
conmmi ssions, the regional devel opnment banks, and the regi onal and subregi ona
i ntegration nmechani sns.

9 8 .

These techni cal cooperation activities could be supported by fundi ng from UNDP,
international financial institutions and bilateral donors on a priority basis,
but also at other levels, including private foundations and private sector
i nstitutions. Cost-sharing of technical cooperation projects by beneficiary
countries should al so be pursued nore actively.

9 9 .

All  countries should examne their institutions in the light of these
consi derations to assess their adequacy to identify, in concrete terns, which
institutions are nissing or have becone obsol ete, which call for adaptation and
a change of focus, where strengthening is required, and where international
support coul d be sought.

1 0 0 .

In this context, it is vital to ensure that such support and assistance is
readily avail abl e upon request from international organizations (UNCTAD, WIQ
ITC etc.) and bilateral sources for delivery both at the national |evel and at
the inter-country level (for countries having sinilar interests and problens).
Speci fic enphasis should be laid on the special situation of the |east devel oped
countries, which nmay require nore intensive approaches to trade policy
i nstitution-building.?®

101. UNCTAD, WO and I TC are already working together in this endeavour on the
basis of their individual conpetence, acquired expertise and conplenentarities.
These efforts should be reinforced and expanded. Their conbined efforts in
devel oping and i npl ementi ng agendas for strengthening institutions in devel opi ng
countries with regard to their participation in the multilateral trading system
can make a significant difference and al so be nore cost-effective than if pursued
i ndi vidual 'y by each organi zati on or through bilateral channels w th devel opi ng
countries' trading partners.
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Not es

! See the joint paper prepared by the UNCTAD and WIO secretariats, with the

assi stance of the International Trade Centre UNCTAD WO, as a contribution to UNCTAD
IX entitled "Strengthening the participation of devel oping countries in world trade
and the nmultilateral trading systent (TD/ 375).

2 Trade-weighted tariff averages can of course mask significant disparities in the
changes in the treatnment of products of current export interest to individua
devel opi ng countri es.

3 The indicator is the change in the absolute difference between the tariffs at the
hi gher and | ower stages of processing. See Annex |l of GATT (1994) for a discussion
why the change in the tariff wedge rather than the proportional reduction in the
tariff generally is the appropriate indicator of the direction of change in tariff
escal ation.

4 For further details on changes in tariff escalation on products inported by the
devel oped countries nmentioned above from devel opi ng econoni es, see "Strengthening
the participation of developing countries in world trade and the nultilatera
tradi ng systent’ (TD/INF.33), appendix table 3

5 Renewal retroactively to 31 July 1995 and until 31 May 1997.

6 Sanitary and phytosanitary neasures are regulated in the separate Agreenent on
Sanitary and Phytosanitary Measures.

" The principal cause of the difference between the 35 per cent and 46 per cent
figures, respectively for "coffee, tea, cocoa, maté" in the first group of products
and "tropi cal beverages" in the second group, is the inclusion in the former of
chocol ate and ot her food preparations containing cocoa, for which offers have been
much | ower than for other products in those product categories.

8 So-called "green box" policies are excluded fromthe reduction conmtnents. These
i ncl ude general governnent services (such as research, disease control
infrastructure and food security stockholding), certain forns of "decoupled" (from
production) income support, structural adjustnment assistance, and direct paynents
under environnental programes and under regi onal assistance programmes. In
addition to the green box policies, other policies that need not be included in the
total AMS reduction commtnents include direct paynments under production-limting
programes, certain governnent assistance neasures to encourage agricultural and
rural devel opment in devel opi ng countries and other support which makes up only a

| ow proportion (5 per cent in the case of devel oped countries and 10 per cent in the
case of devel opi ng countries) of the value of production of individual products or
in the case of non-product-specific support, the value of total agricultura
producti on.

® See, for exanple, FAO, |npact of the Uruguay Round on Agriculture, Rone, 1995.

10 See Paul o Barthel Rosa, "El Nuevo Sistena Miultilateral de Conmercio, consecuencias
y desarrollo para Anerica Latina" in La Ronda Uruguay v el Desarrollo de Anerica
Latina, Alfabeta Inpresores, Santiago, 1994.
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1 This policy mx generally involved: (a) flexible protection for infant industry
devel opnent; (b) the channelling of investnent into sectors and activities deened to
be of devel opnent priority; (c) aggressive export pronotion through various types of
subsi di es; (d) encouragenent of the transfer of technol ogy through incentives |inked
to trade. See UNCTAD/ TDR/ 14, pp. 49-76.

12 See Thierry Buchs, "Selected WIO Rul es and sone inplications for Fund policy
Advi ce", | M- m neo, Geneva, 1995.

3 As in the case of the Agreenents being negotiated between the European Union and
Medi t erranean countri es.

4 For exanple, the Free Trade Agreenent of the Anmericas (FTAA), APEC

15 See the "Anstee report" to the Trade and Devel opment Board (TD/ B/ 40(2)/14), and
docunment s UNCTADY PSM TCP/ 1 (August 1995), TD/ B/ WP/ 92 (Cctober 1995) and TD/ B/ WG 8/ 7
(Novenber 1995).

16 See Governnent of Swiss Confederation, Delegate for Trade Agreenents, "Reports and
Proposal s for a Followup on the Ascona Sem nar on Techni cal Cooperation for Trade
and Devel opment in the Face of d obalization", Berne, 27 February 1996.



