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Governments remain committed to open trade
policies in wake of financial crisis: trade growth
outstrips gains in output

hemul ti lat eral trading system hasstood upwell sofar

tothe eco nomic pressuresthat be gan with thefi nan-
cial crisis in a number of East Asian countries in
mid-1997. Atthecel ebrationscommem orat ingthe50th
anniversary of the multilateral trading system, held in
Genevain May 1998, heads of state and gov ern ment and
ministers from across a wide spectrum of the WTO's
member shipreaf firmedtheir supportforthesystem. This
assessment isfirmly un der scoredintheWTO’ sAnnual
Report for 1998, published on3December.

Gains in 1998 trade volume, while forecast to be
smaller than the pre vi ousyear, will con tinueto out strip
growth in over all out put. For 1999, trade growth invol-
umeterms should ex ceed 1998 growth lev els.

Chapter | of the Re port em phasizesthat whilethe cur-
rent dif fi cul tiesfac ing theworld econ omy clearly have
their or i ginsinthefi nancial system, thetrading system
hasan im por tant roleto play in helping to ad dressthese
problems. TheWTO providesavaluablebul wark against
protectionist pressures emerging from significant
changesin trade flows asare sult of thecri sis. It can also
helpto ad vance and an chor trade pol icy-related reforms
intheaf fectedeconomies. A notableandtimely example
wasthesuc cessful com pletionin Decem ber 1997 of ne-
gotiations on further liberalization of trade in financial
services. Seventy WTO Members representing 95 per
cent of the global financial service market, including
someof the East Asian econ o miesmost af fected by thefi-
nancial cri sis, agreedto opentheir fi nancial ser vice sec-
tors. The agree ment deals with liberalisation of tradein
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Keeping markets open key to
world recovery, says Ruggiero

WTO Di rector-General Renato Ruggiero

D irector-General Renato Ruggiero, at the WTO
members’ annual over view of devel opmentsinthe
world trad ing en vi ron ment held on 9 December, said
that devel op mentsinthefi nancial cri sishaveformed
theback droptotheor gani zation’ sactivitiesanddelib
erationsduring1998. Althoughfi nancial inorigin, the
fi nancial cri siswill inevtably havereper cussionsfor
world trade, he said, stressing that “only be keeping
mar ketsopen and thein ter national trade system func-
tioning smoothly canwehopeto containthecri sis, and
re turn the world econ omy to the parth of growth”.
Inpresentinghisannual report (see page 4), the Di-
rector-General cited asonedefining point fortheWTO
the holding of the second Ministerial Conference in
Geneva, dur ing which “intheface of mount ing un cer-
tainty andinstabil ity inworld mar kets, wewereableto
reach abal anced and am bi tiousaction programme—to
guideusinto thenext Ministerial Confer ence, and to-
wardsthenegoti atingrendez vousthat issched uledfor
theendof 1999. Heal socitedthepartici pationof world
lead ersat the 50th an ni ver sary cel ebrationashav ing
raisedthepoliti cal profileof theor gani zation. O
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(Continued frompage 1)

banking, insurance and other financial services. The
agree ment does not cover liberalisation of thecapii tal ac-
count of WTO Mem bers

Thismessagewasfur ther strength ened by theresultsof
the second WTO Ministerial Conference, also held in
Genevain May. At that meeting, mem ber gov ern ments
firmly rejected protectionism, and took thenec essary de-
ci sionstopreparethethirdWTOMinisterial Conference,
to be held in the United Statesfrom 30 No vem ber —3 De-
cember 1999.

Chap ter |1 of the Re port re views world trade in 1997
andthefirst half of 1998inaggregateterms, aswell asona
commodity and geographical basis. Detailed data on
tradeflowsfor 1997 are pro vided in the vol umelnter na
tional Trade Statistics, whichisissued at thesametimeas
the Annual Report. Morerecent ad di tional infor mation
on trade flows is also pro vided be low. While real mer-
chandise exports grew at the historically high level of
10per centin 1997, thegrowth ratefor 1998 isex pectedto
belessthan half, at some where be tween 4 and 5 per cent.
It may benoted that thisrateiscom parableto thean nual
av er agevol umeex port growth ratein the years 1990-93.
Trade growth continues to outpace overall economic
growth, adding onceagaintothegrow ingshareof inter na
tional trade in global economic activity. According to
IMF estimates, world GDP growth was 4.1 per cent in
1997 and will be 2.0 per cent in 1998. The faster than ex-
pected slow down in trade growthin 1998 isat trib ut able
primarily to economicdevelopments in Asia. The East
Asian financial crisis which began in the latter half of
1997, and the se ver ity of the down turn in the Jap anese
economy in 1998, together with slower growth in the
United Kingdomand Latin Americaledtoreduced global
economic activ ity. Thedown ward ten dency was some-
what miti gated, how ever, by increasedmomentumincon
ti nental West ern Europe.

Devel opmentsintradepol icy,addressedinChapter |11,
underscore that despite increased difficulty for policy
mak ersfol lowingtheonset of thefi nancial cri sisand eco-
nomic slow down, thegen eral drivetoward mul ti lat eral,
regional and uni lat eral mar ket openinghascontinuedin
many countries. There port notesthat there have been no
fundamental rever salsinthedi rectionof tradepol icy, in
clud ing in those coun tries most di rectly af fected by the
crisis.  Nor is there any significant evidence of mar -
ket-closing measures in the rest of the world, although
there have been somein creasesin trade-defencemeasures
inafew Members, withaviewtoforestall ingincreasesin
importsseenas“unfair”. Pressuresinthisdi rection may
increaseasex portsfromthecountriesmost af fected by the
fi nancial cri sispick up, and devel opmentsinthisareawill
requirecareful monitoring. Sofar, ex portgrowthinvalue
terms has been rather weak as volume increases were
morethan off set by pricedeclines.

Anexami nationof theprocessof global izationisfea
turedinthisyear’ sspecial topic, foundin Chapter 1V. The
Reportfocusesonhowtradeliber alizationhascontributed
to the processof glob al ization, and itsim pact vis-a-vis
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other fac tors that have been key to the pro cess, such as

technologi cal devel opmentsandtheinter national ization

of busi nessactiv ity. Thebasic casefor opentradeasa
mechanismfor increasing eco nomicgrowth and pro mot

ingdevel opmentisalsoexamined. Thereportbriefly dis

cusses some of the main policy chal lengesconfronting

gov ern mentsasthey man age such mat tersasad just ment

costs, distri butional questions, marginalization, theenvi-

ronment, labour, sov er eignty, and man age ment of thefi-

nancial system.

Recentdevelopmentsininternationaltrade
flows

Thesharper than projected decel er ation of global out put
andtradein 1998, to about 4-5 per cent, islargely at trib ut

abletotheunder esti mation of therecessioninJapanand
the deeper and more wide spread re per cus sions of the fi-

nancial cri sisinEast Asiancountries. Growthprojections
made at the be gin ning of 1998 for the United States and
Western Europe, however, are broadly accurate. Latin
America’s prospects have been revised downwards,

mainly dueto theslumpincommodity pricesandto some
ex tentamoresombreap preci ationby inter national capi

tal mar ketsof theregion’ snear-term prospects, whichled
to sharply reduced net capi tal flowstotheregion since
mid-year. Estimates of trade growth for 1998 remain
morethan usu ally tentative, and thosefor 1999 even less
certain. Incompleteinfor mationformany countries, even
inWest ern Europe, di ver gent regional growthrates, and
thelargepriceand ex changeratevari ationsex peri enced
inthe course of theyear giverisetounusu ally largeer ror
mar ginsfor trade growth esti mates.

TheslumpinAsia sgrowthcontributedsignifi cantly to
depressed commodity markets, with oil prices and
non-fuel com mod ity pricesfall ing by about 30 per cent
and 15 per cent respectively onanannual av er agebasis.
Althoughpricesof manufacturedgoodshavecontinuedto
decline in 1998, their decrease is considerably smaller
than in the case of pri mary prod ucts. In 1997, prices of
pri mary prod ucts de creased | ess than those of man u fac-
tures. Thisyear will bethethird in arow with ade crease
inthedol lar pricesof inter nationally tradedgoods. Av er-
agepricesfortotal mer chandiseex portsarefall ingback to
the level of 1991, the low est in the 1990s.

Expectations regarding global trade growth in 1999
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havebeenlow eredinrecent months. Mostforecast ersre-
gardamoder ateaccel er ationinvol umegrowthcompared
t0 1998 asthemost likely scenario. Invalueterms, there-
cov ery should be more pro nounced as price de clinesfor
pri mary commodi tiesarepartly reversedandthedol laris
not ex pected to strengthen. The ac tual out comewill de-
pendinlargemeasureon devel opmentsininter national
capital markets, therateof recoveryinAsiaandinparticu
lar Japan, and the sustainability of growth mo mentumin
West ern Europeand North America. A sharp cor rection
of thehistori cally-high-priced stock mar ketsin West ern
Europe and North Amer ica, com bined with amark edly
lower dol lar vis-&-visother maincur rencies, aretwoof the
major downsiderisksin the cur rent projectionsof trade
volumes.

Tradedevel op mentsin 1998 by region

The value of Asia’'s imports and exports continued to
shrink in the third quar ter at apacesimi lar to that of the
second quar ter of 1998. Intra-Asiantradecontinuestobe
most af fected, fall ing about one quar ter below the cor re-
spond ing level of the pre ced ing year. In thefirst nine
months, Asia's exports are down by about 7 per cent,
while im ports con tracted by an even faster 16 per cent.
Im portsof thefive Asian countriesmost af fected by thefi-
nancial crisis (Indonesia, Korea, Maaysia, Philippines
and Thailand) fell by one-third, while their ex portsde-
creased by 3 per cent. Therewasno pick up inthedol lar
valueof ex portsno tice ableinthethird quar ter, but some
stabi li zationintheslowdownof imports. Japan’ sex ports
aredownby 8.5 per centinthefirst nine months, whileim-
portsfell morethantwotimesfaster at 19 per cent, leading
toamarkedrisein Japan’ stradesur plus. Duetotheyen's
recent rise vis-a-vis the dollar, the full year annual de-
clinesof ex port and im port val uesare likely to be some-
what smaller than for the first three quar ters.

Latin America, which recorded the most dynamic
trade per for mance of all regionslast year and even at the
beginning of 1998, has ex peri enced avery sharp slow-
downinthe course of 1998. Ex ports ex panded by more
than 10 per centin 1997, but fell below thelevel of thepre-
ceding year inthethird quar ter of 1998. Theregion’sim-
port growth, which ex ceeded 15 per cent in 1997 and was
still close to 15 per cent in the first quar ter of 1998, has
slowed down to about 5 per cent in the third quar ter of
1998. The deceleration of import growth was widely
spread acrosstheregionwith Brazil —theregion’ slarg est
economy and second largest importer - being most af -
fected. Brazil’sim portsin thefirst nine months of 1998
fell by nearly 5 per cent, adra matic turn around from the
15 per centin creasein 1997.

North America’'s exports recorded a marked slow-
downin1998. Fol lowinganincreaseof nearly 10 per cent
in 1997, price declines and the deceleration in volume
growthledtoa5 per cent contraction of tradeval uesinthe
third quar ter of the cur rent year. Im port growth has also
slowed downinthe courseof 1998, but far |essthan ex port
growth. For the United States, datafor the first 9 months
indi cateanim port value growth rate of 4 per cent, while
ex portsdeclined mar ginally. AsU.S.im port prices de-
creased by about 6 per cent and ex port pricesby 3 per cent
duringthat period, thedif fer encebetweenim port and ex

Growth in the value of world ex ports by ma jor
prod uct group, 1990-97

(Billiondollars and per centage change)

Value Annualaver age
1997 1990- 1995 1996 1997
97
\Worldmer chandiseexports® | 5300 7.0 19.5 45 3.0
Agri cul tural products 50 5.0 17.0 15 -1.0
Mining products 58 3.0 180 B5 1.0
Manufactures 327 7.5 19.0 35 4.0
World ex portsof com mer- | 1310 8.0 15.0 65 3.0
cial ser vices

*Includingunspecifiedproducts.

Note: Thestatisticsfor ex portsof commer cial ser vicesandfor ex portsof mer charr
disearenot di rectly com parable, pri marily becausethefor mer aretakenfrombal-
ance-of-paymentsstatisticsandthelatter from customsstatistics.

port growth is still larger in real terms (i.e. net of price
changes) thanindol lar value. Withreal im port growth up
close to 10 per cent — more than twice the rate of global
tradeex pan sion—andreal ex port growth about 3 per cent
higher than last year, the role of the United States in sus-
taining global trade expansion during the first nine
monthsof 1998 hasbeen very sig nif i cant.

Western Europe’ sim portsand ex ports measuredin
dol lar terms rose both by about 2 per cent in the

first ninemonthsthisyear, fol low ingasmall de crease
in 1997. EU exports to third countries slowed down,
whileimportsfromthird countriesincreased. EUimports
roseby 5 per centinthefirst half of 1998, whileex portsin
creasedonly 0.3 per cent. Consequently, thetradesur plus
of the EU with third coun tries was sharply re duced. Al-
though EU intra-tradeac cel er atedto about 3.5 per cent, its
ex pansionremained below therateof import growthfrom
thirdcountries. Thestronger growthof WesternEurope’s
tradeval uesislargely dueto ex change rate move ments.
The ECU de preci ated vis-a-visthe US dol lar by 10 per
cent onav er agein 1997, but by only 3 per centinthefirst
nine months of 1998. Asthe ECU has strength ened con-
sid er ably com paredtothe USdol lar since Au gust 1998,
thean nual av er age ECU/dol lar rate might hardly change
fromtheprecedingyear. Thisimpliesthat thedol lar value
of West ern Europe’ stradein 1998 will not be de pressed
by ex change rate move ments as was the case in 1997.

AfricaandtheMid dleEast arethetworegionswhose
trade flows are most af fected by thedramatic declinein
commodity prices. In1997, pri mary prod uctsac counted
for two-thirdsof Af rica sandthreequar tersof theMiddle
East’ smer chandiseex ports. (Part ner statisticsavail able
for thefirstthreequar terscan providesomeindi cationsof
the 1998 developments: United States imports from
OPEC countries and Japan's imports from the Middle
East de creased by more than 30 per cent.) Asindi cated
above, non-fuel com mod ity pricesfell by 15 per cent on
spot commod ity mar kets, and crude petro leum by about
30 per cent. Bothregions, whichlagged be hindin global
trade growth through out the 1990s up to 1997, are bound
tofall fur ther behindin 1998. Thiswill be par ticularly
truefor thosecountrieswithlow sharesof manufacturesin
theirtotal ex ports. Ex portersof manufactureswill beable
tobenefitfromongoingmarketex pansioninNorth Amer-
icaand West ern Europein1998. 0O
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Annual Report by the Director-General:
Overview of developments in the international

trading environment

I. Re cent trends in world trade

orldtrade achievedin 1997 itsfast est growth ratein

vol umetermssincethebeginning of thedecadeasa
resultof continuedintegrationof nationa economiesand
robust growth in the world’s main trading entities, the
United Statesand the Euro pean Union. Theef fectsof the
fi nan cial cri sisthat erupted in the sec ond half of theyear
made them selves felt only in the first half of 1998, be-
causeof sub stantial time-lagsinthetransmission of mon
etary andfi nancial devel opmentsintothereal economy.
Tradein 1997 wasthereforenot yet very sig nif i cantly af-
fected by thecri sis. How ever, prelimi nary datashow a
con trac tion of ex portsin value termsin the first half of
1998. Thedeep ening of thecri sison Southeast Asia, com
bined with Japan’slargely unantici pated fall into re ces
sion in the first half of 1998, led the WTO to revise
downwardsitsforecast for trade. Tradeinvol umetermsis
now ex pectedto grow at about 4%in 1998, somewhat less
than half the rate re corded in 1997.

1997: Strong expansion of global trade-but storm
clouds gather

Afterslowingsomewhatin1996, world GDPandtrade
vol umesex pandedrapidly in 1997, at apacefaster than at
any timeinthedecade. Thevol umeof worldmer chandise
trade grew 10% in 1997, com pared to 5.5% in the pre vi-
ousyear, and 6.5% on av er age sincethebeginning of the
decade. World mer chan dise productionwasup by 3.5%
inreal terms, stimulated by thestrengthof manufacturing
activity, which showed real growth of 4.5%. Thustheex
cessof tradeover out put growth, which nar rowedin 1996,
wid ened againin 1997, with trade vol umes up at a most
threetimesthe rate of GDP growth. Thisin creasing gap
indicates the continued integration of national markets
into the global economy, notwithstanding the Asian fi-
nancial crisis.

The strong acceleration in trade volumes is not ob-
servedintradeval ues, which, incurrentU.S. dol lar terms,
in creased by 3% in 1997. Among the main rea sons for
lower nomi nal growthin 1997 werelow do mesticinfla
tionrates, appreci ationof theU.S. dol lar vis-&-vis the cur-
renciesof majortradersinWestern Europeand Asia, and
weaker pri mary commod ity prices, withfall ingdemand
inAsiaplay ingarole.

These influences on current values notwithstanding,
world merchandise exports nevertheless amounted to
US$5,300 hillion in 1997. Exports of manufactured
goods, ac count ing for about three quar ters of to tal mer-
chandiseex ports, grew 11.5%invol umeterms, out pacing
agri cul tural and mining prod uctstrade, whichregistered
export growth rates of 6.5% and 5%, respectively, in
1997.

Trade per for mancevar ied widely onaregional basis,
with exchange rate devel opments, private capital flows
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Thedeep ening of thecri sison Southeast Asia, combined
with Ja pan’sre cession in thefirst half of 1998, led the
WTO torevise downwardsitsfore cast for trade.(ILO)

and changesinrel ativepricesbeingreflectedinnomi nal
tradeval ues. Themo tor of tradeex pan sionin 1997 was
theAmeri cas. BothNorthAmericaandLatinAmericare
cordedasurgeinimports(inparticular of manufactures)
linkedtostrongdemandgrowth. Therecov eryinWestern
Europealsoledtohigherimport growthinvol umeterms,
al beit slightly under theworld’ sav er age, butthede preci
ation of EuropeancurrenciesagainsttheU.S. dol lar re-
sulted in a stagnation of Europe’'s trade in current
U.S.dol larterms. Al thoughtheout break of fi nancial tur
moil started to haveanim pact on tradeflows (bothinreal
and nomi nal terms) in the sec ond half of 1997, thereper-
cussiononthefiguresfor global andregional tradefor the
year asawholewerelimited. WhileinU.S. dol lar terms,
Africa’s exports and imports grew at roughly the same
pace as global trade, Middle Eastern countries trade
growthwaswell un der theworld sav er age.

Comparedto 1996, tradeval uesincommer cial services
slowed in 1997. Exports of commercial services ex-
panded by only 3%, lessthan half the ratein 1996 and the
av er agefortheperiod 1990-97. Thethreelargestregions
for trade in ser vices, namely West ern Eu rope, Asiaand
North Amer ica, saw adecel er ation of both ex portsand
importsof services. Af ricaand Latin America stradein
commer cial ser vicesranabovetheworldav er age, inpar
ticularwithimportsex pandingat morethantwicetherate
of exports.

1998: Thefinancial cri sishitstrade

The repercussions of the Asian financial crisis on
global tradeareonly beingfelt af ter afairly consider able
time-lag, a thoughimport contractionhadleftafirst mark
onintra-regional trade and on commod ity mar ketsinthe
sec ond half of 1997. Infor mation avail ablefor thefirst
half of 1998 shows more visi bleef fectsof thecri sison
trade. Accordingtoprelimi nary data, worldmer chandise
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ex portshavedeclinedinvalueterms, asaresult of both a
further decline in U.S. dollar prices and lower volume
growth. The value of Asia sim ports fell by about 15%,
whileex portsdecreased by 8%. Japan’ smer chandiseex-
ports de creased slightly less, by 7%, and itsim portsfell
more than the Asian av er agerates. Thefive countries
most di rectly af fected by thefi nancial cri sis, Indonesia,
theRepublicof Korea,Malay sia, Thai landandthePhil ip-
pines, recorded asmall contrac tion of their com bined ex-
portsin value terms, linked to the de clinein U.S. dol lar
priceshiding astrong vol umein crease, duetoin creased
competitiveness. While the strength of import volume
growthinthe Amer i casand West ern Eu ropemod er ated
downwardtrendsinglobal tradeex pansioninthefirst half
of 1998, thewid ening of thecri sisto other emerging mar-
ketsmay havefur ther depressing ef fectsinthesecond hal f
of the year.

Since the outbreak of the Asian crises in mid-1997,
forecast ershavecontin uedtolower their projectionsfor
trade and out put growth for 1998. World GDP growth of
about 2% is now con sid ered more likely, but this could
fall fur ther in light of somere cent events, especially in
Rus sia, which could have neg ative ef fects on trade and
out put. Asare sult, world trade vol ume s pro jected to
grow by 4.1%in 1998, com paredtothe 10% of 1997. The
deteri oration of global trade and out put growthisthere-
sult of amuch steeper than pre dicted slow downin Asia,
only par tially off set by stron ger then predicted growthin
the U.S. and conti nental Europe. Invalueterms, world
mer chan disetradeislikely to stag nate and per hapseven
declineif the U.S. dol lar and oil pricesre main closeto
their summer 1998lev els.

Il. Trends in trade policies

heworsening of theworld’ seco nomic condi tionsin

1998 created moredif fi cult condi tionsfor thefor mu-
lationandtheim plementation of tradeand trade-related
pol i cies. Theef fectsof thefi nancial andeconomiccri sis
af fect ing emerg ing mar kets and of the eco nomic down-
turn in Japan have far from fully worked themselves
through. Thefall inim port demand in Asia, and sub se-
guently in other partsof theworld, to gether with mod er at
ing do mestic demand, haveal ready had major ef fectson
tradeflowsand oncommaodity prices. Accordingly, eco-
nomic prospects for 1998 and 1999 have been revised
downwardinpracti cally all countries.

Therehave, how ever, beennomajortradepol icy rever-
sals,includinginthosecountriesmost di rectly af fected by
thefi nancial cri sis, and so far, thereislit tleev i dence of
mar ket closingintherest of theworld. Not only aremul ti-
lateral commitments under the Uruguay Round agree-
mentsgen er ally being re spected, but alargemajor ity of
countrieshavecontinuedtoliberal izetradeonaunilateral
basis. Thisincludessignifi canttradeliber al ization pack-
agesinAsiaand continued m.f.n. tar iff reductionsinother
countries.

Nevertheless, a few countries, in particular in Latin
America, haveintroduced* pre-emptive” measuresinthe
formof increased sur veil lance of im ports, al thoughtheir
significance has remained limited. Trade frictions be-
tween major trad ing part ners seem also to be on therise.
Whiletheseten sionsarelo cal ized and of ten confinedto

long-standing issues, they indicate growing sensitivity
about mar ket ac cessasglobal economicactivity weak ens,
regional cy clesdi vergeand cur rent ac count im bal ances
increase. Inaddi tion, theprocessof regional integration
seems to show some signs of slow down. There are also
somewhat worrying developments in the steel market,
withnew anti-dumpingactiv ity inthesec ond half of 1998
inacontext of fall ing pricesand ex cesscapacity. There-
fore, thesit uation needsto beclosely moni toredtoavoid
anunwar rantedprolif erationof suchactions,whichcould
contributetoanegativemoodfor theupcomingWTO ne
gotiations.

Overall, however, the trade environment remains
largely posi tive. Thisout comeisduetothegood sense of
Governments and the strength of the multilateral rules,
which constrain the ability to revert to trade-restrictive
measures. Thetrading system con tains checks and bal-
ances, including strength ened disci plinesfor the use of
tradedefenseinstruments, theprohi bi tionof “vol untary”
ex portrestraints, and an ef fectivedisputeset tiement pro
cedure, in which both developing and devel oped coun
trieshavebeenincreasingly partici pating. Moreover, few
Gov ern mentsin power to day would seean ad vantagein
returningtoautarkicpoli cies. Theshock absorbingnature
of themul tilateral tradingsystemisnowwell recognized.

Inaddi tion, theWTO hasprovidedfor acontinued mo
mentum of tradelib er al ization, whichin cludesboth the
implementationof Uruguay Roundcommit mentsandthe
con clu sion of new agree ments. Inthe caseof industrial
products, somecountrieshaveimmedi atelyimplemented
their concessions, while the majority of Members are
phasingintheirtariff reductionsasscheduled. Inagri cuk
ture, non-tariff bar ri ers(NTBs) weretariffiedandliber a-
ization is aso proceedingonsched ule. Intex tilesand
clothing, the“integration” of prod uctsun der the Agree-
ment on Textilesand Clothing (ATC) hascontin ued, with
thesec ond stageunder way from 1 January 1998. Theuse
of the ATC' stran si tional safe guards has de creased con
siderably,from24 occasionsin1995toninecasessofarin
1998. The out come of these events is that the scope of
quanti tativerestrictionsmaintai nedby bothindustri al ized
anddevel opingcountrieshasbeenreducedsignifi cantly
andthelevel of tar iffsonmanufacturesissteadily declin
ing.

Moreover, inthere cent past, new com mit ments have
been undertaken by 44 participants, including two
non-membersof theWTO, ongoodsintheWTO Declara
tion on Trade in Information Technology Products (the
ITA), by 70 Mem berson ser vicesin the Agree ment on
Tradein Fi nan cial Ser vices—an agree ment signed after
the Asian cri sisbroke—and 69inthe AgreementonTele
communication Services. Participants in these agree-
ments account for around 93% of world trade in
informationtechnol ogy productsandtelecommuni cation
ser vicesand over 95% of worldtradeinfi nancial ser vices.
In ad di tion, ato tal of 22 Mem bers made new “ zero for
zero” com mit ments on arange of phar maceuti cal prod
ucts. Al to gether, these agree mentsgreatly ex tended the
package of commitments undertaken in the Uruguay
Round and will significantly increase the scope of
duty-freetradeinindustrial goodsandof liber al izedtrade
intwoimpor tant ser vicessectors.

Page 5 - December 1998



SPECIAL REPORT

Recent TradePol icy Reviewsconfirmthat themomen
tumfortradeliberalization,combiningmul tilateral initia
tives, regional agree mentsinwhich someprovi sionsare
ex tended onanm.f.n. basis, and uni lat eral tradereforms,
hasgener ally beenmaintained. For example:

De spitefearsthat the eco nomic down turnin Asiaand
consequent|ossof jobsandrelated social problemsmight
leadto anup surgein protectionism, most countrieshave
ac cepted, ei ther uni lat er ally, aspart of structural adjust-
ment programmes, or asaresult of recent sectoral negoti-
ations in the WTO, substantial liberalization—and
commitmentsof further liber al i zation—of their tradeand
investment policies. While a few countries have in-
creased tariffs selectively, in general countries in
South-East Asiahave not used ex ten sively theleeway al-
lowed by the gap between bound and ap plied tar iffsto
raise the latter. One country has introduced exchange
controls, but no other has followed suit. Other WTO
Mem bers in the re gion, such as Hong Kong, China and
Singapore have continued to pursue their traditionally
open trade policies; and there is no evidence of major
back track ingin China stradepol icy, al thoughafew mea
sureslimitingforeigndi rectinvest ment havebeenintro-
ducedinre cent weeks.

* InSouthAsia, Indiahasreducedim port dutiesonsome
essential agri cul tural commaodities, liftedquanti tative
restrictions on imports of more than 2000 products
from aSouth Asiaregional grouping, and relaxed for-
eigninvest mentrestrictionsper tainingto sev eral sec-
tors.

» Japanhascontinuedtoliberal izetradeonanm.f.n. ba
sisthrough Uruguay Roundconcessions, partici pation
in the ITA and other sectoral initiatives; indeed, it
madeacommitment, under APECprovi sions,toaccel-
er atetheappli cationof itsUruguay Roundconcessions
by uptotwoyears. Atthesametime, intheir review of
Japan’ stradepol i cies, partici pantsinthe TradePol icy
Review Body (TPRB) clearly stressed the need for
stimulationof theJapaneseeconomy throughfiscal and
structural reforms, andfor continuingdomesticdereg
ulationandreform, particularly inthefi nancial sector,
asessential complementstotradeliberal izationandto
each other.

 LiberalizationinLatinAmericahasbecomemorecom
plex asaunilat eral processhasgivenway increasingly
to regionally-oriented trade liberalization. In some
cases, thisiscou pledwithacontinuation of uni lat eral
reductionsintar iffsand other measures; how ever, con
cerns have been expressed over recent increases in
sometariffsandtheintroductionof administrativeand
techni cal measuresagainstimports.

« Transition economieshavegenerally continuedtheir
processof economictransformation, a beitindif fi cult
eco nomic and so cial cir cum stances. Whileno major
back track ingintradepoliceshasbeenob servedtodate,
thesituationinRussiawill havetobemoni toredclosely
inthecomingmonths. For countriesincentral and east
ern Europe, thetran si tion pro cessisclosely linked to
theobjectiveof joiningtheEuropeanUnion(EU). Asa
resultof theimplementationof (free-trade) Associ ation
Agree ments, most bi lat eral tradeisal ready duty and
quota-free. The liberalization of measures such as
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The integration
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guantitative restrictions has largely proceeded on an

m.f.n.basis.

» Theintegrationof Af ri cancountriesintothemul ti lat
eral systemhasdeep ened, partly asaresult of thestrong
emphasisof theWTO-incooper ationwithsisteror ga
ni zations—ontechni cal cooperationactivities. Inthis
context, themonitoring, andthustranspar ency, of Af ri
cancountries tradepol i cieshasbeenenhanced asare
sult of thein creasing num ber of trade pol icy reviews
conductedinrecent months.

» By and large, industrialized countries (including the
major economies) have continued their progress to-
wardsmoreliberal tradepol i cies, un der thecom bined
ef fectsof WTOimplementationinar eassuchastar iff
reductionorthegradual elimi nationof non-tariff bar ri
ers, enlarged m.f.n. commit mentsthroughthel TA and
new agreements in services, and, when it leads to
greater mar ket ac cessfor m.f.n. part ners, regional inte
gration. How ever, cer tain sectorscontinueto ben efit
fromahighlevel of protection,includingagri cul ture,
andtextilesandclothing, andthecontinued ex pansion
of pref er ential agree mentsisbound to cause some con
cerntom.f.n. part nersbecauseof thepotential for trade
diversion.

Theposi tivedevel op mentslisted above should not de
tract at tentionfromlong standing ar easof concerninthe
areaof mar ket access. Tariffsonasub stantial num ber of
industrial prod ucts, such as steel, tex tilesand cloth ing,
foot wear, leather, travel goods and trans port equip ment,
inparticular automobiles, remaingener aly higher than
av er agelev elsin both devel oping and devel oped coun
tries. Further more, thetarifficationprocessinagri cul ture
andagro-industrial productshas—whileincreasingclarity
and trans par ency —led to ex tremely high du tiesin many
instances. Inaddi tion, specificduties, whichtendto con
ceal high advalorem equivalents, af fordincreasedreal
pro tec tion against thoseim ported prod uctswhose prices
havedeclined asacon sequenceof cur rency deval uation
in South-East Asiaand else where.

Al thoughre cent anti-dumping actionsin the steel mar-
ket have attracted attention, the information available
doesnot in di cateawide spread surgein anti-dumpingir
vesti gationsinresponsetoeconomictur moil,particularly
ininvesti gationsdi rected at im portsfrom someregions
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and countries. Reportedini ti ationsof anti-dumping in-
vesti gationsthroughthefirst half of 1998 donotindi cate
any signifi cantin creasewith respect to Asian and devel
oping countries, although the overall level of
anti-dumping ac tiv ity has grown since the low point re-
cordedin 1995. Indeed, thecountry and sectoral distri bu-
tionof investi gationsini ti atedremainslargely thesameas
inthepast, and doesnot show any signif i cantincreasesin
actionsdi rectedat par ticular ex port ersor prod ucts. The
fact that investigations do not appear to have increased
significantly as a result of currency devaluations in
South-East Asia and elsewhereisper hapsex plained by
thefactthat, contrary towidespread notions, cur rency de
val uationsdonotinthemselvesgiverisetoor substanti ate
al legationsof dumping. Thisisbecausedeval uationsaf-
fect bothdomesticandex port pricesinequal pro por tions,
and thuscan not bethe source of thepricedif fer ential nec-
essary for a finding of dumping. Moreover, as many
countriesandindustries, at least until quiterecently, have
beenenjoyingsatisfactory growthandgeneral economic
health, do mesticindustriesmay findit dif fi cult to make
the nec essary show ing of theex istenceor threat of mate-
rial injury for theini ti ationof investi gationsandimpos-
tion of measures.

National lawson anti-dumping arethesubject of mul ti
lat eral review inthe WTO for con sistency with thestrict
substantive and procedural requirements of the WTO
Agreement, and anti-dumping measures can be chal -
lengedthroughtheWTO’ sdisputesettlement procedures,
butthereislittleevidenceof signifi cant problems, asex-
pressed con cernsand chal lenges have been few. One no-
table recent development has been the in creased use of
anti-dumping measures by devel opingcountries, which
has, inthepast few years, equalled or over taken that of de-
veloped countries. However, developing countries are
subjecttothesameWTO requirementsintheinvesti ga
tionandimposi tion of measuresasdevel oped countries,
andhavegener ally shownsimi lar pat ternswithrespectto
country and sectoral distri butionof investi gations. Over-
all, theuseof contingent traderelief measuresby devel-
oped and devel oping countriesalike hasnot ne gated the
movementtowardstradeliberal i zation. Whileex peri ence
indi catesthat their useishighly cy cli cal, and tendstoin-
crease at times when specific commodity marketsenter
downturns,infor mationavail ablethroughthefirst half of
1998 does not indicate any immediate basisfor alarm.
Nonetheless, the use of these types of measures by all
countries needs to be monitored closely in the period
ahead.

Duringthepastyear, themarchtowardsthestrengthen
ing of regional tradeagreementshascontinuedonall con
tinents. Regional arrangements, including customs
un ions, free-trade agree ments, or other trade-related ini-
tiativessuch asAPEC, havebe comethenormininter na
tional tradingrelations,andpoliti cal impetustoincrease
their num ber and scopehasany thing but di minished. Ex-
amplesin1998include:

* In Africa, the new Economic and Monetary Union
gath ering Francophonecountriesof West Af ricaplans,
amongobjectives, tobringinto ef fectacom monex ter-
nal tar iff; insouth ern Af rica, negoti ationstocreatea
free-trade areaamong the mem bers of the South ern Af-

ri canDevel opment Community (SADC) areongoing;
withinthisgroup, the Southern Af ricaCustomsUnion
(including Bot swana, Lesotho, Namibia, South Af rica
andSwazi land) arerenegoti atingtheir customsunion’s
relations. TheEast Afri canCooper ationmember States
arecontinuingtheir prog resstowardsan eventual eco
nomic and mon etary union. The Af ri can mem bers of
theLoméConventionarecur rently engagedinnegoti &
tionson anew EU-ACP Con vention.

¢ IntheAmeri cas, anagreement hasbeen signed between
34countriestocreatetheFree-TradeAreaof theAmer
cas(FTAA) by 2005. Inad di tion, prog resstowardsthe
completion of a common external tariff among
MERCOSUR members has continued. Other agree-
ments involve individual countries in the regions or
pre-existing sub-regional group ings (for ex am ple, the
re cent agree ments be tween MERCOSUR and the An+
dean Commu nity, and between Chileand Can ada).

¢ InAsia, theprocessof economicintegrationunderthe
ASEAN hascontin ued apace. Asadi rect re sponseto
thecrisis, ASEAN membersdecidedtoaccel er atetariff
liber a izationandto fur ther opentofor eigndi rectin
vest ment. Theaccel er ation of the CEPT-AFTA tar iff
reduction schemewill beim plemented onavol untary
and“best ef forts” basis. Inaddi tion, while APEC mem
bershavebeenwork ing onaplanfor accel er ated tar iff
reductionsonninefast-tracked sectors, includingtoys,
chemicals and fish and fisheries products, it was re-
cently decided to send the pack agein stead totheWTO
forfurther negoti ations. InCentral Asia, fivenewlyin
dependent republics (Kazakhstan, Kyrgyz Republic,
Tadjikistan, Turkmenistan and Uzbekistan) havejoined
with Iran, Paki stan and Tur key to develop tradelinks.

* InEurope, prep arationsfor thefutureenlarge ment of
theEuropeanUnionaremovingahead. TheEuropean
Council hasselected, inafirst step, Cy prus, the Czech
Republic, Estonia, Hun gary, Poland and Sloveniafor
negoti ationsfor EU Member ship. Accessionnegoti a
tionsarescheduledtostartin1999. Thenegoti ationof a
new gener ationof free-tradeagreementswithMedi ter
ranean coun trieshasalso pro gressed, and the customs
union with Turkey is in place. In addition to these
moves, anum ber of agree ments have been signed be-
tweenEuropeanFreeTradeAssoci ation(EFTA) mem
ber Statesand countriesin Central and East ern Europe
andtheMedi ter ranean. Finally,theEU isinvolvedin
most i nter-continental ini tiatives, including plansfor a
free-trade agree ment with MERCOSUR, Mex ico, Can
ada and South-Africa. Under the new Transatlantic
EconomicPart ner ship, theEU andtheUnited Statesare
working on the elimination of non-tariff barriers to
tradeand abetter co or di nation of their posi tionsinthe
WTO.

As of mid-1998, there were more than 100 regional
tradeagreementsinforce. Theinter facebetweenregional
andmul ti lat eral activ i tieshasbecomeoneof themainis
suesforthetrading system. Whilerecent TradePol icy Re
viewsindi catethat, by andlarge, regional integrationand
mul ti lat eral negoti ationshavegoneahead sideby sidein
there cent years, the question of the gaps be tween m.f.n.
and pref er ential tar iffs, thedif fer encesbetweenregional
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andinter national standards, themul ti pli cationof rulesof
origin and other market access issues need to be ad-
dressed. Itwasgenerally recognized, duringthereview of
theEU’ stradepol i cies, that the pro cessof economicinte
grationunder thesinglemar ket, by providingfor the har-
monization of national rules in areas such as customs,
industrial standards, competition policy, state aid, and
services, resulted in market access improvement for
non-EU sup pli ers. In some cases, how ever, changesin
national rulesinan ac ceding country result ing from ac-
cessiontoaregional grouping may havead verseef fects
on outsiders, par tic ularly if these new rules clearly en-
cour agedo mestic produc ersto tradewithintheregional
grouping. Suchconsider ationscouldbeimpor tantinthe
context of futuremul ti lat eral negoti ations. Asregional
initiatives progress, it is important that the multilateral
tradingsystemsetit self anambi tiousagenda, reaf firmthe
pre-eminence of itsrules, and en sure that the op por tu ni-
ties generated by trade liberalization are both evenly
spreadand uni ver sally recognized.

The pace and di rectionof WTO activi tiesinthefirst
half of 1998 wasstrongly influ enced by prep arationsfor
the2™Ministerial Conferenceandthecommemorationof
the 50" anni ver sary of themul ti | at eral trading system.
Thetwo eventswereheld in Genevain May 1998. Thefo-
cusof work dur ing the sec ond half of 1998 con cerned the
work programmeoutlinedintheMinisterial Declaration,
and prep arationsfor the Third Session of theMinisterial
Con fer ence, to be held in the United States at the end of
1999.

Detailsof WTOactivitiesarespelled outin Chapter V
of the An nual Report and com ple mented by thevar i ous
Council and Committee reports to the WTO’s General
Council. Thissection, therefore, fo cusesmainly onthe
ar easmentionedabove.

Duringthefirst part of theyear, the Gen eral Council fi-
nal izeditsreportandpreparedadraftMinisterial Declara
tion and draft Declaration on Global Electronic
Commerce. The report and draft dec larationswerefor-
warded to and adopted by the 2"Ministerial Conference.
Min isters noted that the 50" an ni ver sary cameat atime
whentheecon omiesof anumber of WTO Memberswere
ex peri encingdif fi cul tiesasaresult of distur bancesinfi
nancial mar kets. Intheir Declaration, Ministersrejected
theuse of any protectionist measuresand agreed to work
to gether inthe WTO, and with the IMF and World Bank,
toim provetheco her enceof inter national economic pol
icy-making, thereby maxi mizingthecontri butionthatan
open, rules-based trading system can make to fostering
stablegrowthforeconomiesatall lev el sof devel opment.

Ministers stated their deep concern over the
marginalization of |east-developed coun triesand cer tain
small economies. They wel comedthereport of the Di rec-
tor-General on the follow-up of the Plan of Action for
| east-devel oped countriesagreedin Singaporein Decem
ber 1996 and committedthemselvestoimproving mar ket
access conditions for products exported by the
| east-devel oped coun trieson as broad and lib eral abasis
aspossible.

Full and faithful implementation of the WTO Agree-
mentandMinisterial Deci sionswasconsideredby Minis
terstobeimper ativeforthecredi bil ity of themul ti lat eral
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ThesecondMinisterial Confer enceandthe50thanni ver-
sary commemorationwere 1998 highlightsfor theWTO.

tradingsystemandindispensablefor maintainingthemeo
mentumfor ex pandingglobal trade, fosteringjobcreation
and raising stan dards of liv ingin all parts of the world.
Ministersreaf firmedtheir commit ment torespecttheex
istingschedulesforreviews, negoti ationsand otherwork.

InJuly 1998, theGeneral Council ini ti ateddiscussions
to establish a process to ensurefull and faith ful im ple-
men tation of theex isting agree mentsand to pre parefor
the Third Session of the Ministerial Conference. The
General Council met in Special Session in September
1998tobeginwork onitsrecommendationsconcerning
theimplementationof existingagreementsanddeci sions
and to ensure that the negotiations mandated in
Marrakesh in April 1994 be gin on sched ule. They aso
consideredfuturework onprogrammesiniti atedinSinga
pore and recommendations on the follow-up to the
High-Level Meeting on Least-Developed Counftries.

Work has also begun on a comprehensive work
programmetoex amineall trade-relatedissuesrelatingto
global elec tronic com merce. Mem bers agreed at the 2™
Ministerial Confer encein May 1998 not to im pose cus-
toms duties on electronic transmissions pending their
work and to re port to the 3"Ministerial Conferenceatthe
end of 1999.

As afol low-uptothe1998 Ministerial Declaration’s
recogni tionof theim por tanceof enhancingpublicunder-
standingof thebenefitsof themul ti lat eral trading system
andindi catesMembers' wishtoconsider howtoimprove
transpar ency inWTOoper ations, theGenera Councilin
tensi fieditsworkinthisarea, especially inregardtothe
derestriction of WTO doc u ments. In July 1998, the Di-
rector-General announced enhanced cooperation be-
tween the WTO and non-governmental organizations,
including regular briefings, a special section on the
WTO's website for NGOs and a procedure allowing
NGOs to submit to the Secretariat position papers and
newslet terswhichwould bemadeavail abletoMembers
ondemand.

Fur ther work wasunder takenin 1998inthethreework
ing groups estab lished in Sin gaporein 1996, mainly the
workinggroupsontradeandinvest ment, transpar encyin
government procurement and the interaction between
tradeand competi tionpol icy. Thegroupsontradeandin
vest mentandontheinter actionbetweentradeandcompe
ti tionpol icy reportedtothe General Council at theend of
1998 whilethe group onim prov ing trans par ency in gov-
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ernment procurement continueditsexami nationof trans
par ency ingov ernment procurement practicesinor der to
develop elements for inclusioninanappropri atefuture
agreement.

The Coun cil for Tradein Goods started to un der take
exploratory andanalyti cal work onthesimpli fi cation of
trade procedures in order to assess the scope for WTO
rulesontradefacil i tation. Atasymposiumontradefacil -
tation held in March 1998, views were exchanged be-
tween representatives from private enterprises and
inter-governmental organizations. The Goods Council
decidedinJuly 1998toholdregularinfor mal meetingsto
continuethework ontradefacil i tation, includingimport
andex port proceduresandrequirements, physi cal move
ment of consignmentsandtechni cal cooper ation.

Participants agreed to extend the ITA 1l negotiations
until 20November 1998 af ter the Chair manreportedthat
hisconsul tationshadin di cated that agree ment could be
achieved by that date. The Com mit tee agreedto resume
work on two other itemsin its programme, non-tariff bar-
ri ersanddi ver gencesinclassifi cationof | T products, af ter
theconclusionof thel T negoti ations.

Thefourth proto col tothe GATSon basictelecom mu
ni cationsenteredintoforceon5February 1998. Thefifth
proto col tothe GATSonfi nan cial ser viceswas opened
for ac cep tance as of 27 Feb ru ary 1998 and will remain
open for ratification and acceptance until 29 January
1999. The GATSCouncil, meanwhile, agreedto ex tend
thenegoti ationsonthequestion of emer gency safeguard
measures un til 30 June 1999.

In 1998, 39 new requests for consultations were re-
ceived by the Dis pute Set tle ment Body (upto 1 No vem-
ber), bring ing theto tal to 150 re quests sincethe WTO’s
establishment. Initsreporttothe 1998 Ministerial Con
fer ence, the Chair man of the DSB stated that the role of
theDSB inmanagingthesettlement of disputeswithinthe
WTO had continuedtobeposi tive. TheDSB’swork re-
flected the fact that Mem berscon tin ued to show con fi-
denceinthedispute set tle ment mech anism. The proper
functioning of the DSB clearly contributed to the
strengtheningand con sol i dation of theWTOandthemut
ti lat eral trad ing system. Alsoin 1998, theDSB began a
full review of rulesand pro ceduresunder the Dispute Set
tlementUnderstanding.

TwoWTO plurilateral trade agree ments- the Inter na-
tional Dairy Agreement and the International Bovine
Meat Agree ment —wereter mi nated on 1 Jan u ary 1998.
The Agree ment on Gov ernment Pro curementistheonly
remaining plurilateral agreementintheWTO. Al though
the plurilateral Agree ment on Tradein Civil Air craftis
part of theWTO Agreement, it remainsout sidetheWTO
framework. SinceNovember 1997, at temptsto adapt the
provi sionsof theAgreement on Tradein Civil Air craftto
theWTO framework haveproven unsuc cessful.

Therelations of the WTO with the IMF and the World
Bank have been devel oped under theWTO’ sagreements
withthetwo or gani zations. In Octo ber 1998, the Man-
aging Director of the IMF, the President of the World
Bank, and the Di rec tor-General of theWTO issued are-
portonCoher ence; thiswasinaccordwiththeMinisterial
DeclarationontheContri butionof theWorld TradeOr ga
ni zationto Achieving Greater Co her encein Global Eco

AWTO Ref er enceCentreisestablishedin AddisAbabain

December--the 38th such Centre linking electronically
devel opingcountrieswiththeor gani zation.(B. Allemby)

nomic Policymaking. During 1998, cooperation on
technical assistance with the IMF, the World Bank,
UNCTAD, thel TCand UNDPhasbeenreinforcedinre-
gardtotechni cal assistanceini tiativesfor | east-devel oped
countries.

Ofthe32work ing par tiesestablishedtoex amineappl
cationsfor WTO mem ber ship, two com pleted their work
in1998. TheGeneral Council adoptedtheprotocolsof ac
cession and thework ing party reportsfor the Kyrgyz Re-
publicandLatviaatitsOctober session. Rati fi cation by
the said gov ern ments had not been noti fiedtothe Secre-
tar iat by end of Octo ber. Sev eral other work ing par ties
were deemed to be closeto com plet ing their work. Inthe
Declarationof May 1998, Ministerswel comed the prog
ressmadein the ac cession work ing par tiesand re newed
theirresolutiontoensurethat theaccessionprocessespre
ceedasrapidly aspossi ble. They recalledthat accession
totheWTO requiresfull re spect of WTOrulesand disci-
plinesaswell asmeaningful mar ket-accesscommit ments
onthepart of theac ceding can di dates.

The higher political profile of our Organization re-
quiresimprovingcontactandunder standingof itsworkin
theworldweexisttoserve. Tothisend, infor mal di alogue
with non-governmental organizations has been actively
pur sued within the guidelines set down by Mem bers, no-
tably through a series of initiatives by the Direc
tor-General. He has held a hum ber of meet ingswith a
widerange of NGOs, and in vited them to sug gest ways of
improving our dialogue. Furthermore he announced a
pack ageof measuresinJuly,includingtheestablishment
of an NGO Forum on the WTO’s highly successful
website(Thestatisticsontheuseof theWTO Internet Site
show that a new usagere cordwassetin Oc to ber 1998,
whenatotal of 57,823 indi vid ual com put erslogged onto
thesite, anin crease of 10,000 over the previ ousmonth).,
aimedat makingtheWTOmoreaccessi bletocivil soci ety
whilerespectingitsinter governmental char acter. These
ini tiativeswill beintensi fiedin 1999 withtheholdingin
March of two high-level gath er ings of gov ern ment of fi-
cials,NGOsandacademicstodiscussTradeand Environ
ment and Tradeand Devel opment, respectively. O
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WTO adopts disciplines on domestic regulation for the

accounting sector

he WTQO's Coun cil for Tradein Ser vices, on 14 De-

cember, adoptedtheDisci plinesonDomesticRegula
tion in the Accountancy Sector which have been
developed by the Working Party on Professional Ser-
vices. The disciplines are to be applicable to all WTO
Mem ber who have sched uled spe cific com mit mentsfor
ac coun tancy un der the Gen eral Agreement on Tradein
Services(GATS). Thisisthefirst stepinthedevel opment
of GATSDisci plinesonthedo mesticregu lation of ser-
vices. Most pro fes sional ser vices, and many oth ers, are
heavily regulated, and for goodsreasons: butitisalsotrue
that regulationscanbeanunnecessary, andusually unin
tended, bar rier totradeinser vices. The GATScallsfor the
devel opment of disci plinestoensurethat measuresrelat
ingtoqual i fi cationrequirementsand procedures, techni
cal standardsandli censingrequirementsdonot consti tute
suchbarriers.

Thedisci plines now adopted, in ad di tion to trans par-
ency requirementsand other general provi sions, contain
provisions on the administration of licensing require
ments, qualification requirements and procedures, and
techni cal standardfortheaccountancy profession. A key
provi sionisthegen eral require ment that measurestaken
for these purposes should not be more trade-restrictive
thanisnecessarytoful fil alegiti mateobjective. Examples
of legitimate objectivesspecified in the Disci plinesare
the protection of consumers (including all users of ac-
countingservicesandthepublicgenerally), ensuringthe
qual ity of theser vice, ensuringprofessional competence,
and ensuring the integrity of the profession. Thedisci-
plines relate to measures taken by governments and to
those taken by non-governmental authorities exercising
del egated pow ers:inmany countriestheaccountancy pro
fessionisregulated by professional associ ationsoper at
ingunder del egatedpowers.

Akeyprovi sionisthegeneral requirement that measures
taken should not be moretrade-restrictive than is nec es-
sarytoful fil alegiti mateobjective. (ILO Photo)

Thedisci plineswill not haveim medi atelegal ef fect.
WTO Mem bers, as stated in to day’s Decision on Disci-
plinesRelatingtothe Ac countancy Sector, will continue
their work on do mesticregulationinthecontext of the
Working Party onProfessional Services(WPPS),aiming
to develop general disciplines for professional services
whileretainingthepossi bil ity todevelopad di tional sec-
toral disci plines. Beforetheend of theforthcoming round
of services negotiations, which commence in January
2000, all thedisci plinesdevel oped by theWPPSareto be
integrated into the GATS and will then becomelegally
binding. The deci sion by the Council in cludesa*“ stand-
still provision”, effective immediately, under which all
WTO Members,includingthosewithout GATScommit
mentsin the ac coun tancy sec tor, agree, to thefull est ex-
tent consistentwiththeir existinglegislation, nottotake
measureswhich would bein con sistent with the ac coun
tancy disciplines. O

DISCIPLINESONDOMESTICREGULATION INTHEACCOUNTANCY SECTOR

|. OBJECTIVES

1.HavingregardtotheMinisteria Deci siononProfessional Services,
Mem bershaveagreedtothefol lowingdisci plineselaborating upon
theprovi sionsof theGAT Srelatingtodomesticregulationof thesec-
tor. Thepur poseof thesedisci plinesistofacil i tatetradein ac coun-
tancy ser vicesby ensuringthat domesticregulationsaf fectingtradein
ac coun tancy ser vices meet the re quire mentsof Ar ti cleVI:4 of the
GATS. Thedisci plinesthereforedo not ad dressmeasuressubject to
schedul ingunder Arti clesXVIand X V11 of theGATS, whichrestrict
accesstothedomesticmar ketor limittheappli cationof national treat
menttoforeignsuppli ers. Suchmeasuresaread dressedintheGATS
throughthenegoti ationand sched ul ing of specificcommit ments.
II.GENERAL PROVI SIONS

2.Membersshall ensurethat measuresnot subjecttoschedul ingunder
ArticlesXVIorXVII oftheGATS,lreIatingtoIi censingrequirements
andprocedures, techni cal standardsand qual i fi cationrequirements
and pro ceduresare not pre pared, adopted or ap plied with aview to or
withtheeffectof creatingunnecessary bar ri erstotradei naccountancy
services. Forthispur pose, Mem bersshall en surethat suchmeasures

arenot moretrade-restrictivethan necessary toful fil alegiti mateob-

jective. Legiti mateobjectivesare, inter alia, the pro tection of con-

sumers(whichincludesall usersof accounting servicesandthepublic
generaly), thequal ity of theser vice, professional competence, andthe
integrity of theprofession.

II1. TRANSPARENCY

3.Membersshall makepublicly avail able, includingthroughtheen-

quiry and con tact pointsestab lished under Ar ti cleslll and IV of the

GATS, thenamesandad dressesof com petent authori ties(i.e.govern-

mental or non-governmental enti tiesresponsi blefor theli censing of

professionalsor firms, oraccountingregulations).

4. Mem bersshall make pub licly avail able, or shall en surethat their

competentauthori tiesmakepublicly avail able,includingthroughthe

enquiry and contact points:

(a) whereappli cable,infor mationdescribingtheactivi tiesandpro-
fessional ti tleswhich arereg u lated or which must com ply with spe-
cifictechni cal standards;

(b) requirementsand pro ceduresto ob tain, renew or retain any
licencesor professional qual i fi cationsandthecompetentauthorities
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moni toringar rangementsfor ensuringcompli ance;

(¢)infor mationontechni ca standards; and

(d) uponrequest, confirmationthataparticular professional orfirm
isli censedtopractisewithintheir jurisdiction.
5.Membersshall informan other Mem ber, uponrequest, of theratio-
nalebehinddomesticregulatory measuresintheaccountancy sector,
inrelationtolegiti mateobjectivesasreferredtoinparagraph 2.
6. Whenintroducing measureswhichsignif i cantly af fecttradeinac
countancy ser vices, Membersshall endeavour to provideop por tunity
for comment, and givecon sid er ationto such comments, beforeadop-
tion.
7.Detailsof proceduresfor thereview of administrativedeci sions, as
providedfor by Ar ti cleVI:2 of the GATS, shall bemade public, in-
cludingtheprescribedtime-limits, if any, for requestingsuchareview.
IV.LI CENSINGREQUIREMENTS
8. Li censing re quire ments (i.e. the sub stan tive re quire ments, other
thanqual i fi cationrequirements, tobesatisfiedinor dertoobtainorre
new an au thori zation to prac tice) shall be pre-established, publicly
avail ableandobjective.
9. Whereresi dency requirementsnot subjecttoschedul ingunder Art
cleXVIl of theGATSexist, Membersshall consider whether lesstrade
restrictivemeanscoul d beemployedtoachievethepur posesforwhich
theserequirementswereset, tak inginto ac count costsandlocal cond-
tions.
10. Wheremem ber ship of aprofessional or gani sationisrequired, in
or der toful fil alegiti mateobjectiveinaccor dancewith paragraph 2,
Mem bersshall en surethat thetermsfor mem ber shiparereason able,
anddonotincludecondi tionsor pre-conditionsunrelatedtotheful fik
ment of suchanobjective. Wheremember shipof aprofessional or ga
ni zationisrequired asaprior condi tionfor ap pli cation for alicence
(i.e.anauthori zationto practice), theperiod of member shipim posed
beforetheappli cationmay besubmittedshall bekepttoamini mum.
11. Mem bersshall en surethat the use of firm namesisnot re stricted,
saveinful fil ment of alegiti mateobjective.
12. Membersshall ensurethat requirementsregarding professional in-
demnityinsuranceforforeignappli cantstakeintoaccountanyexisting
insurancecov er age, insofar asit cov ersactivitiesinitsterri tory orthe
rel evantjurisdictioninitster ri tory andisconsistentwiththelegisla
tion of the host Mem ber.
13. Feeschargedby thecompetentauthori tiesshal reflecttheadminis
trativecostsinvolved, andshall not represent animpedi mentinthem-
selvesto practising therel evant activ ity. Thisshall not pre cludethe
recov ery of any ad di tional costsof ver i fi cation of infor mation, pro-
cessingandexami nations. A concessional feefor appli cantsfromde
vel opingcountriesmay beconsidered.
V. LICENSINGPROCEDURES
14. Li censing pro cedures(i.e. the pro ce duresto befol lowed for the
submissionandprocessingof anappli cationforanauthori zationto
practise) shal bepre-established, publicly avail ableand objective, and
shall notinthem selvesconsti tutearestriction onthesupply of theser
vice.
15. Appli cationproceduresandtherel ated documentationshall benot
morebur densomethannecessary toensurethat appli cantsful fil qual
fi cationandli censingrequirements. Forexample, competentauthor
tiesshall not requiremoredocumentsthanarestrictly necessary forthe
pur poseof li censing, andshall notimposeunreasonablerequirements
regardingthefor mat of documentation. \Wheremi nor er rorsaremade
inthecompletionof appli cations, appli cantsshall begiventheop por
tunity tocor rectthem. Theestablishment of theauthenticity of docu-
ments shall be sought through the least bur den some pro ce dure and,

wher ever possi ble, authenti cated copiesshoul dbeacceptedinplaceof
original documents.

16. Membersshall ensurethat thereceipt of anappli cationisacknowt
edged promptly by thecom petent authority, andthat appli cantsarein
formed without undue delay in cases where the application is
incomplete. Thecompetentauthority shallinformtheappli cantof the
deci sioncon cerning thecom pleted ap pli cationwithinareason able
timeaf ter receipt, inprinci plewithinsix months, separatefromany pe
ri odsinrespect of qual i fi cationproceduresreferredtobelow.

17. Onrequest, anunsuccessful appli cant shall beinformed of therea
sonsforrejectionof theappli cation. Anappli cant shall beper mitted,
withinreasonablelimits, toresubmitappli cationsfol licensing.

18. A licence, oncegranted, shall enter into ef fectimmedi ately, inac
cor dancewiththetermsand condi tionsspeci fied therein.

VI. QUALIFICATIONREQUIREMENTS

19. A Member shall ensurethatitscom petent authori tiestakeac count
of qual i fi cationsac quiredintheter ri tory of an other Member, onthe
basisof equiv alency of ed ucation, ex peri enceand/or exami nationre
quirements.

20. Thescopeof exami nationsandof any other qual i fi cationrequire
mentsshall belimitedtosubjectsrel evanttotheactivi tiesfor which
authori zationissought. Qudl i fi cationrequirementsmay includeedu
cation, examinations, practica training, experience and language
skills.

21. Mem bersnotetherolewhichmutual rec og ni tion agreementscan
playinfacilitatingtheprocessof veri fi cationof qual i fi cationsand/or
inestablishingequivalency of education.

VII. QUALIFICATIONPROCEDURES

22. Verifi cationof anappli cant’ squal i fi cationsacquiredintheter ri-
tory of another Member shall take place within a reasonable
time-frame, in prin ci ple within six months and, where ap pli cants
qualifications fall short of require ments, shall resultinadeci sion
whichidenti fiesaddi tional qudl i fi cations, if any, tobeacquiredby the
applicant.

23. Exami nationsshall bescheduledatreasonably frequentintervals,
inprinci pleatleast onceayear, and shall beopenforall el i gi bleappli-
cants,includingforeignandforeign-qualifiedappli cants. Appli cants
shall bed lowed areason able period for the sub mission of ap pli ca
tions. Feescharged by thecom petent au thor i tiesshall reflect thead-
ministrativecostsinvolved, andshall notrepresentanimpedi mentin
themselvestopractisingtherd evantactivity. Thisshal notpreclude
therecov ery of any addi tional costsof verifi cationof information, pro-
cessingandex ami nations. A concessional feefor appli cantsfromde
vel opingcountriesmay beconsidered.

24. Resi dency requirementsnot subjecttoschedul ingunder Article
XVII of the GATSshall not berequiredfor sittingex ami nations.
VIIl. TECHNICAL STANDARDS

25. Membersshall ensurethat measuresrelatingtotechni cal standards
areprepared, adoptedandappliedonlytoful fil legiti mateobjectives.
26. Indeter miningwhetherameasureisinconfor mity withtheobli ga
tionsunder paragraph 2, ac count shall betaken of inter nationally rec
ognizedstandardsof rel evantinter national or gani zati oné applied by
that Mem ber.

Mhetextsof GATSAriclesXVI and X V! isre producedinanap pen-
dix tothisdoc ument.

Theterm*rel evantinternational organi zations’ referstointernational
bodieswhosemem ber shipisopentotherel evant bodiesof at least all
Mem bers of the WTO.
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INTELLECTUAL PROPERTY

Discussion develops on geographical indications

uringits1-2 Decem ber meeting, thebody ad minis
tering the WTO's intellectual property agreement,
the Council for Trade-Related Intellectual Property
Rights (TRIPS), dis cussed at somelength apro posed in
ternational register of geographical indi cations.
Thefocusof thediscussionwasaproposal fromtheEu
ropean Union for a multilateral system for registering
geographical indications — the use of place names or
wordsassoci atedwithaplacetoidentify theori gin, type
and qual ity of aprod uct. Among theis sues de bated was
whether negoti ationsonset ting upthesystemshould cor
centrateonwinesor include spir itsand other prod ucts.
The TRIPS Coun cil also started prep arationsfor are-
view of aprovi sion(Arti cle27.3(b)) of the TRIPSAgree-
ment that allows countries to exempt certain plant or
ani mal inventionsfrom patentability.
And it took first steps to prepare its contribution to
WTOworkonelectroniccommerceandtradefacil i tation.

Geographicalindications

TheEU’ spro posal co mesun der an ar ti cle (23.4) of the
TRIPS Agreement which saysWTO mem berswill nego
tiate a multilateral systemfor notifyingandregistering
protectedgeographical indi cationsforwines. (Thearticle
does not deal with the separateissueof negoti atingen
hancedprotectionforgeographical indi cations.)

It proposes including spirits, with the possibility of
adding other prod uctsat alater stage. Par tici pation (sub-
mitting namesfor registration) wouldbevol untary. How
ever, products accepted for registration would be
protected in all WTO member countries, athough the
method each country useswouldfol low itsex isting prac-
tice— therewould be no need to change countries’ laws,
the EU says.

Countries could oppose registration, for example on
the grounds that the name in question is used so com-
monly that it has be come age neric term. Only countries
successfully opposingregistrationwoul dbeex emptfrom
having to protectthegeographical indi cation,theEU’s
proposal says.

The purpose is “transparency and clarity”, the EU
stressed. Thedebatecov ered thefol lowingissues:

Scope—winesalone, or spir itsand other productsas
well? In the meeting, a number of countries cautioned
against be ing over-ambitious. They in cluded the United
States, Australia, Japan, Republic of Korea, Canada,
Chile and Hong Kong.

Some said the new mul ti lat eral system should not in
crease countries’ bur densand obli gations, pointing out
that un der the EU’ spro posal each country would haveto
scruti nizeev ery namesubmittedfor registration. Others
em phasized thefact that theagreement only obligescoun
triestonegoti ateasystemfor wines.

Countries in favour of including other products in-
cludedlceland(forfish), CzechRepublic, Morocco (food
and handi crafts), India(ex pressingingeneral, a“strong
interest”), Venezuela (crafts and industrial products),
Cuba (agri cul tura and other products), Tur key andNi geria.

Voluntaryparticipation: Art23.4 speaksof vol untary
participation. Some countries questioned whether the
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Existing laws: vastly dif fer ent ap proaches

ountriesdif fer consid er ably intheway their laws

handlegeographical indi cations. Thisisreflected
in responses from countries now implementing the
TRIPSAgreement— mainly devel oped countries—to
aWTOquestionnaire.

Some have specific geographical indications laws.
Others use trademark law, consumer protection law,
marketing law or common law or combinations of
these.

Somehavefor mal listsof registeredgeographical in
di cations. Othersdonot, preferringtorely oncourt case
histories (based on criteria such as consumer protec
tion) to iden tify where prob lems have arisen and been
sorted out.

Some only recognize place names. Others accept
other namesthat areasso ci ated withaplace. Asaresult,

thecri teriafor providingprotectionalsodiffer. O

EU’s interpretation of “voluntary” is correct when all
WTO mem berswould be re quired to pro tect names ac-
ceptedforregistration.

Administration and disputes: Several countries
wanted to know more about these, for example who
would judge whether a name can be registered and
whether disputeswould behandledintheWTO'’ sDispute
Settlement Body. The EU said these and other details
would haveto beworked out asdiscussionsabout the pro-
posal progress.

The United States said it would shortly tableitsown
proposal.

Plantand animalinventions

The provisions of the TRIPS Agreement allow certain
plantandani mal inventions(ex cept, forexample, mi cro
or ganisms) to be ex empt from pat ent pro tec tion. How-

“Mailbox” and “exclusivemarketingrights”

fadevel opingcountry didnot provideproduct pat ent

protectioninaparticularareaof technol ogy whenthe
TRIPS Agreement cameintoforce (1 January 1995), it
hasupto 10yearstointroducethe protection.

But for pharmaceutical and agricultural chemical
prod ucts, the coun try must ac cept thefil ing of pat ent
appli cations(providea“mail box”) fromthebeginning
of thetran si tional period, thoughthe pat ent need not be
granted until af ter theend of thisperiod.

Ifthegovernmental lowstherel evant phar maceuti cal
oragri cul tural chemi cal tobemar keteddur ingthetran
sitionperiod, it must— subjecttocertaincondi tions—
provideanexclusivemarketingrightfortheproductfor
fiveyears, or until aprod uct pat ent is granted, which-
ever isshorter.

TheTRIPSAgreement requirespat ent protectionto
last for at least 20 years from the time the ap pli cation
wasfiled. O




INTELLECTUAL PROPERTY

ever, plant vari etieshaveto beprotected ei ther by pat ent

or by aspecia (sui generis) law. Theseprovi sionsaredue

for review next year (1999).

TheCouncil isnow startingitsini tial, fact-finding step.
The chairman, Ambassador Istvan Major of Hungary,
con cluded that themeet ing had de cided—subject to con
firmationby onedevel opingcountry—that:

» membersal ready under obli gationtoap ply theprovi
sions should be asked to pro videin for mation on how
they aredoing this,

 thosenotunderobli gationcouldalsosupply infor ma
tionvol untarily,

 the Secretariat should sup ply an“il lustrativelist” of
questionsfor these, and

» UPQV (Inter national UnionfortheProtectionof New
Vari etiesof Plants), FAO (Foodand Agri cul tureOr ga
nization) and the Secretariat of the Biodiversity
Conventionshouldbeinvitedtosupply infor mation.

Pharmaceuticalsandagriculturalchemicals

Theissue hereishow countriesare ap ply ing the “mail-
box” andex clusivemar keting rightsprovi sions (Articles
70.8and 70.9) for pharmaceutical sandagri cul tura chemi cals.

TheUShasdistrib uted aset of questionsad dressed to
Argentina, Egypt, Par aguay and Uruguay.

Incentives fortechnologytransfertoLDCs

Article 66.2 of the TRIPS Agreement says developed
countriesmust provideincentivesfortheirenter prisesand
institutions to transfer technology to least developed
countries (LDCs) in or der to en able these coun tries “to
createasoundandvi abletechnologi cal base”.

Haiti, speak ingas“theonly least devel oped countryin
theAmeri cas’ asked how devel oped countriesareful filk
ing their obli gation.Venezuela, Morocco, Paki stanand
thePhil ip pinessup ported Haiti.

The coun cil agreed that Haiti’ s question should becir-
culatedinfor mally andthat devel opedcountriesshouldbe
invitedtoreply.

Non-violation com plaints

GATT provi sionsal low countriestouserai seacomplaint
inthe WTO Dispute Set tle ment Body if they think their
rights have been im paired, even if an agree ment has not
beenviolated.

Under the TRIPS Agreement, non-violation com-
plaintsarenot a lowed until the end of 1999. Some court
trieswant thismor atoriumex tended.

Korea, Canadaand Indiaspokeinfavour of ex tending
it. Japan and the United States said it should lapse.
ASEAN (through the Philippines) said they were not
ready to statetheir posi tion.

TheSecretariatwill prepareafactual noteonthisissue
and thediscussionswill continue at the next meet ing.

Electroniccommerce

TheCouncil beganpreparationsto report on electronic
commerceissuesrelatedto TRIPStotheGeneral Council
inJuly. A representativeof theWorld Intel lectual Prop
erty Organization de scribed work in WIPO on elec tronic
commerceandtheseparatebutlinkedissueof intel lectual
propertyindigi tal form.

What prod ucts?

Examples of some geographical indications that are

protectedinsomedevel oped countries;

e Bulgaria: 192 local appellations of origin regis
tered, e.g. Bul gar ianyo ghurt, Trami ner from Khan
Kroum (wine), Merlou from Sakar (wine)

¢ Canada: Canadian RyeWhisky, Canadian Whisky,
Fraser Val ley, Okanagan Val ley, Similkameen Val
ley,Vancouverlsland

e CzechRepublic: Beers - Pilsen, Budweis; Others
various vines, liqueurs, Saaz hops, Auscha hops,
Jablonecjewel lery, Bohemiacrystal, Vamberk lace

e European Union:Wines - Champagne, Sherry,
Porto, Chianti, Samos, Rheinhessen, Moselle
L uxembourgeoise, Mittleburgenland; Spirits: Co-
gnac, Brandy de Jerez, Grappa di Barolo,Berliner
Kimmel, Geniévre Flandres Artois, Scotch Whisky,
Irish Whiskey, Tsikoudia (from Crete); Other prod
ucts: Newcastle brown ale, Kentish ale, Kentish
strong ale, Rutland bitter, Gloucestershire/
Herefordshire/Worcestershire cider/perry, Scottish
beef, Ork ney beef, Ork ney lamb, Jer sey Royal pota
toes, Cornish Clotted Cream, Cabrales, Roquefort,
Gorgonzola, Aziete de Moura, Ol ive de Kalamata,
Opperdoezer Ronde, Wachauer Marille, Danablu,
Libecker Marzipan, Svecia, Queijo do Pico,
Coquille Saint-Jacques des Cotes-d’ Amour, Jamén
de Huelva, Lammefjordsgulerod

e Hungary: Eger (wine), Szatmar (plum)

e Liechtenstein: Malbuner (meat products), Balzer
(Hi-techproducts)

e SlovakRepublic: Korytnickamineralnavoda (min-
eral water), Karpatska perla (wine), Modranska
majolika (hand-painted pot tery), Piest’ anské bahno
(heal ingmud)

* United States: Idaho, (potatoes and onions), Real
California Cheese, Napa Valley Reserve (still and
sparkling wines), Pride of New York (agricultural
prod ucts), Ohio River Val ley (vi ti cul turearea). O

Source: members' repliestoquestionnaire

The TRIPS Coun cil agreed that the Secretar iat should
compile information on TRIPS provisions relevant to
electroniccommerce, andonrel evantactivitiesin other
international organi zations. The issuewill bediscussed
again at the next meet ing.

Othertopicsdiscussed

Thecouncil beganpreparationstoreportontradefacil i ta
tiontothe Goods Council inMarch, againfocusingonis
suesrelated to TRIPS.

Can adaand the EU ex changed com ment on their dis-
putesintheWTO over phar maceuti cal pat ents.

The EU and US said they were close to settlingtheir
dispute over Swedish enforcement legislation—the US
said it un der standsthat un der new Swed ish law, from 1
January 1999 courts can authorize searches for pirated
material and doc umentswith out hav ingto givead vance
warning tothepeo ple suspected of pi racy.

Thenext meetingwill beinFebruary. O
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TRADE POLICIES

Indonesia

Strong support for reforms

and economic recovery

The Trade Policy Review Body (TPRB) concluded its
thirdreviewof Indonesia’ stradepoliceson 3-4 Decem
ber. Excerpts from the Chairperson’s concluding re-
marks:

em bersnotedthat 25yearsof continuouseconomic

expansion had been abruptly interrupted by the
Asianfi nancial cri sis. Despiteex tremely dif fi cult eco-
nomicandsocial cir cum stances, Indo nesiahad resisted
protectionistpressures. Instead, it had adoptedacompre
hen sive programmeof macroeconomicandstructural re
forms, whichincluded, inter alia, anaccel erationof trade
and investment liberalization, a major review of
anti-competitive prac tices (such asmo nop o liesand car-
tels) and areform of thebank ing sector. Indo nesiawas
commended for its steadfast implementation of these
measures, whichhadal ready resultedinsubstantial liber
al izationof theeconomy and set thestagefor arecov ery of
growth

Inresponse, therepresentativeof Indonesiasaidthat,in
thefaceof economicur gency andrising pov erty, the Gow
ernmenthadfocusedonmacroeconomicstabili zationand
measuresaimedat providingadequatesup pliesof food at
af ford able pricestothe pop u lation. It also aimed at ex-
tending reformsto the most pro tected sec tors of itsecon
omy, inor dertoincreasecompeti tivenessand strengthen
theex port base. How ever, economicrecov ery waslikely
to beslow and dif fi cult, and would de pend ontheim ple-
mentation of acom plex agendaof reformsand onthenec
essary support from the international community. The
representativeex plainedthat thedepred ationof theRupiahhad
contrib utedtothesharp contraction of theeconomy.

Members commended Indonesia for having signift
cantly liber al izeditstraderegimewith: thereduction of
MFN tar iffs, from an av er age of 20% to 9.5%, well be-
yondIndonesia sWTOcommitments; thephasing-out of
all import sur charges; thereduction by half of restrictive
li censingrequirementsandthecommitmenttoremoveall
remaining measures by 2000; the phasing-out of local
con tent programmes; and the con ver sion of restrictions
and specifictaxesonex portsintolow resourcerent taxes,
to re move the long-standing anti-export bias of In do ne-
sia'stradepol icy.

Indonesiawascommendedfor establishingafreerand
more com pet i tivemar ket-orientated econ omy. Thisin
volvedrecentef fortstomodernizelegislationinthear eas
of customs, bank ingandintel lectual prop erty rights; the
termination of a number of monopolies and restrictive
mar keting ar rangementsinsensi tivesectors; and there-
moval of trade and tax privileges to specific groups.
Memberswel comedIndonesia sprogressthroughoutthe
reviewperiodinliberalizingitsinvestmentregime, which
is now one of the most openintheregion. Thiscontrib-
utedto at tract ing an un prec edented amount of for eignin
vestment to the country. They pointed to recent
liber al ization of retail and whole saletrade and the possi-
ble further opening up of bank ing and telecom muni ca-
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Indonesia is a participant in the WTO’s Information
Technol ogy Agreement. (ILO Photo)

tionssectors.

Mem bers raised ques tions and con cernsin some spe-
cificareasoncustoms,includingontheinspectionandad
ministrationof imports. Ontariffs, questionswereraised
onthepossi blebinding of recent uni lat eral tar iff reduc-
tions, whichwould reduceun cer tainly for trad ers. Mem-
berspointedtoremainingtariff peaksonmotor vehi cles,
al coholichbev er ages, and cer tainchemi cals, andtotar iff
escalationinindustry. Non-tariff bar ri ersnotablyimport
li censing and bans, also at tracted at tention. Some Mem-
bersraised questionscon cerning ex port restrictionsand
taxesaswell aslo cal content rules..

Inresponse, therepresentativeof Indonesiastatedthat
the Government was continuously taking steps to im-
provecustomsinspectionandadministrationprocedures,
whichin cludedim plementation of theearly phaseof the
EDI system. Not withstanding therecent cutsinapplied
tar iffs, bindingswould bemaintainedinac cor dancewith
Indonesia sexistingcommitments(whichexcludedaute
mo bilesand chemi cals). Importli censing had beensig
nif i cantly reducedandsimpli fied, sothat it now applied
only forreasonsinvolving publichealth and safety, secu
rity, publicmor alsand envi ronmental protection. Asre
gards export measures, the Government had relaxed
exportcontrolsonsev eral products. Measureswerebeing
takentoensureprotectionof intel lectual property rights.

* %%

Inconclusion,itismy feel ingthat thisBody strongly sup
portedIndonesia simpressivereformprogrammeand ex
pressed confidence that it would ensure thorough
implementationinthenextfew months. Del egationsap
preci ated that thesereformswerebeingim plemented on
anMFN basis. Mem bershaveal sorec og nizedthat Indo
nesiahadtakenseri ously theneedfortimelyimplementa
tion of its WTO commitments, and had applied the
princi pleof openregional isminitsrelationswithASEAN
and APEC. It ismy sensethat Mem bers saw theim por-
tance of keepingtheir mar ketsopenand maintaining sta-
bleandpredictabletradingconditions,inor der tosupport
Indonesia srecoveryfromthecurrenteconomiccrisis. In
turn, Membersrecog nizedthat oncelndonesia sreform
had been fully implemented, it would have one of the
most open econ o miesamong devel oping countries. Itis
my sensethat themeeting alsofelt that thecon sol i dation
of thisliber al izationintheWTOwould contrib utetothe
strengtheningof themul ti lat eral tradingsystem. O



TRADE POLICIES

Hong Kong, China

“Business as usual” despite
major developments

The TPRB concludeditsthirdreview of thetradepol i cies
of Hong Kong, China on 7 and 8 December. Excerpts
fromthe Chair per son’ sconcludingremarks:

emberscongratulated Hong Kong, China on both

the smooth transfer of sov er eignty and onitsreac-
tiontotheAsiancri sis. Notwithstandingthesetwomajor
developments, the present economic regime could be
char acter ized as“busi nessasusua”. Indeed, theHong
Kong, Chinaecon omy re mained among the most open of
WTOMembers, afeaturewhichhad contributedtoHong
Kong, Chinahav ing oneof thehighest standardsof living
intheworld. De spitethe cur rent eco nomic dif fi cul ties,
notably the contraction of GDP and rising unemploy
ment, Hong K onghad maintaineditstradi tional openness
to both trade and in vest ment and had not taken any mea-
suresdi rectly af fectingimportsor for eigndi rectinvest
ment, thereby demonstratingitscontinuingcommitment
to the pri macy of the WTO, to which Hong Kong, China
hadcontributedsignifi cantleader ship.

In reply, the representative of Hong Kong, China
thanked Members for their support for Hong Kong,
China's policies and for their confirmation that Hong
Kong, Chinacontin uedto conduct “busi nessasusual”.

Mem bers com mended Hong Kong, Chinaon its con-
tinuedtrade-liberalization ef fort and on thetranspar ency
of itstradeandinvest ment regime, which remained oneof
themost at tractiveintheworld. Inparticular, Members
welcomed Hong Kong, China's ac cessiontotheWTO
Agreement on Government Procurement and its early
completionof thenecessarylegislationimplementingthe
TRIPSAgreement. Mem bersalso ex pressed their ap pre-
ciation of Hong Kong, China's industrial development
policy,whichinvolved® mini muminterventionandmaxk
mum sup port”.

Members raised a number of questions, particularly
with respect to: the prospects of further binding Hong
Kong, China's tar iff lines, less than half of which were
cur rently bound; anti-dumping; abidchal lengesystemin
gov ernment pro curement practices; themaintenanceof
thenon-interventionistindustrial pol icy; thecontinuing
prob lem of forged trade marksand copy right pi racy, not
withstanding strengthened legislation on intellectual
prop erty; andthead equacy of Hong Kong, China’ scom
petitionpolicy.

In reply, the representative stated that Hong Kong,
Chinasaw no need to ac cel er ateits sched uleto bind tar-
iffs, particularly asithad al ready takensignif i cantaction
inthisregard, for ex am ple, under thel TA. Hong Kong,
Chinahad noenablinglegislationonanti-dumping, coun
tervailingdutiesandsafeguardsbecauseitdidnotbelieve
in protecting itsdo mesticin dustriesthrough such mea
sures. Hong Kong, China’ s ac ces sion to the Agree ment
on Gov ern ment Pro cure ment had not changed the Gov-
ernment’s procurement policy, which was open and
non-discriminatory. Hong Kong, China’'s support
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programmeswereaimedat providingthenecessaryinfra
structureto moveinto ar easthat requirein novationand
skills, but not to pick special sec tors. Hong Kong, China
had ef fectively implementedtheprovi sionsof the TRIPS
Agreement and stronger enforcement actions had been
taken. Hong Kong, Chinawas com mit ted to pro mot ing
com peti tionand eco nomicef fi ciency throughacompre-
hensive, transpar entandover archingcompetitionpolicy;
theintroductionof ageneral competi tionlawwasnot nec
essary given Hong Kong, China’'s small, exter
nally-oriented, highly competi tiveeconomy.

Conclusions

In conclusion, it is my feeling that this Body strongly
com mended Hong Kong, Chinafor maintainingitspre-
dictabletradeandinvestmentregimefol lowingreunifi ca
tion with China and despite the Asian crisis.
Notwithstanding these two major developments, the
free-market princi plesunderlyingHongKong' stradeand
invest ment pol i ciestogether withitsrespect for theruleof
law had not changed. Mem bersalso ex pressed their con
fidence that with these policies Hong Kong, China's
econ omy would soon re sume strong and sus tained eco-
nomic growth. In short, it ismy sensethat Mem bersfelt
that Hong Kong, China re mained one of the most open
econ o miesin theworld, and that they |ooked for ward to
Hong Kong, China scon sol i dation of thisstatusby, for
example, increasing its bindings and GATS commit
ments. Members also looked forward to seeing Hong
Kong, Chinacontinuingtocontribute, by itsexampleand
leader shipattheWTO, tothefur ther strengtheningof the
mul ti lateral tradingsystem. O
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Participants agree to resume
ITA Il talks in February 1999

heCommitteeof Par tici pantsonthe Ex pan sion of
TradeinInfor mation Technol ogy Products,on11

December, agreedtoresumenegoti ationsonex pand

ingthecov er ageof theWTO Infor mation Technol ogy

Agreement (ITA) intheweek of 22 Feb ru ary 1999.
TheactingCommitteeChair man, Ambassador Ron

ald Saborio Soto (Costa Rica), noted that at the meet-

ing, 35 out of atotal of 44 ITA partici pants(theEC
countingas15) haveindi cated they couldac cept adraft

ITAIllistof additional prod uctspro posed by anumber

of del egationslast month; two par tici pantshavesaid

they could not accept the proposal; and two partick
pants said they needed more time.

Thepartici pantsthat sup portedthel TA |1 proposal
werethefol lowing: Australia, Canada, CostaRica, the
Czech Republic, the European Communities, Hong
Kong (China), Iceland, Israel, Japan, Korea, Nor way,
Poland, Romania, Singaporet, the Slovak Republic,
Switzerland and Liechtenstein, Turkey, the United
States, Chi neseTai pei and Estonia.

Many of thesepar tici pantssaidthat thecompromise
ITA Il proposal represented a modest but balanced
pack agethat would mark aposi tivestepfor wardfor the
WTO amidst thefi nancial cri sis. They urged therapid
completionof ITA Il work sothat theCom mitteecould
move ahead on other as pects of its work programme,
includingdeal ingwith non-tariff measureson|T prod
ucts. A num ber of them stressed their ob jectiontothe
inclusion of so-called “electronic consumer goods’.
Sev eral par tici pantssig nalled they would need an ex-
tended time-period for eliminating tariffs on certain
proposedproducts.

Malay siasaidthat astheproposal didnotincludethe
prod uctsit had re quested, it could not agreeto thelist
unlesssubstantial changesweremade. Indiaex pressed
seri ouscon cernthat cer tainsecurity-rel ated prod ucts
thatitconsideredtobenon-1T prod uctswereonthelist.
It stressed that therewasno con sen susonthepro posal,
addingthat unlessfundamental changesweremade, cort
tinuingonwiththel TA 1l talkswasnot feas ble.

El Sal vador saidthat inten sivedomestic con sul tar
tions were still on go ing onthe com pro miselist. The
Phil ip pinessaid that it was not yet in apo si tionto ac-
cept the list as the requireddomesticpublichearings
have not yet been com pleted.

Asidefromtheresumptionof thel TA 1l talksin Feb
ruary 1999, theCommitteeal so agreed onother aspects
of itswork programme in the new year:

» To continue efforts to ensure that non-tariff mea-
sures do not impede the free flow of information
technology products. Its constructive work in the
areaof stan dardswas noted.

» Tocontinueconsul tationsregardingdi ver gencesin
classifyingIT products, notingwork al ready under
takenonsemi conductor manufacturingandtesting
equip ment, and printed cir cuit board/printed wir ing
boardmanufacturingequipment. 0O

WTO-UNCTAD-ITC joint francophone training
programme: 26 senior of fi cialsfromgov ern ments, busi-
ness organizations and universities of Benin, Burkina
Faso, Coted’ Ivoireand Tuni siaholdtheir closing session
after a three-week “ train ing-of-trainers’ courseon 11
December at the WTO headquarters in Geneva. Pre-
sidingover theclosing cer emonieswasthelnter national
TradeCentreUNCTAD/WTO ExecutiveDirectorJ. Denis
Bélisle(centre) withrepresentativesfromthethreeor ga
ni zations, including Mr. Jean-Marc Fortin (secondfrom
left) of the Tech ni cal Cooper ation Di vi sion of theWTO.
(Photos by Tania Tang/WTO)

MEETINGS

January 1999
20-21 TradePol icy Review: Argentina

25 Dispute Set tlement Body; Com mit teeon Rulesof Origin

25-26 Council for Tradein Services

27-28 TradePol icy Review: Togo

28 Working Party on Preshipment Inspection

29 Committeeon Rulesof Origin

29-30 Committeeon Anti-Dumping Practices
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