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Growth rate of world trade doubles in 2000

orld mer chan disetradewill grow by about 10% in

2000, twice the rate re corded for 1999 and one of
thehighestinthelast decade, accordingtothelat estre-
portInter national Trade Statistics2000 by theWTO Sec
retariat on 30 No vem ber. The 200-pagereport contains
up-to-date statistics on international trade in 1999, to-
gether with an out look for 2000.

Thereportrecognizesthat theim pact of tradepol icy on

an nual changesin tradeflowsisusu aly dif fi cult to dis
cern because the reduction of tariff barriers is imple
mented over amulti-year period. But there port pointsout
that in 1999 the bulk of the tariff cuts of the Uruguay
Round werecom pleted. Con sequently, thecustomsduty
col lected onim ports de creased be tween 1994 and 1999
by 10%to US$ 39.4 bil lion for the US, the EU and Japan,
which com bined ac count for nearly onehalf of worldim
ports. Astheir im portsin creased over the same period by
40%, theratioof col lected dutiestoim portsdecreased by
about one third.

Highlights

For 1999, there port givesdetailed fig uresfor mer chan

diseandcommer cial ser vicestradeby region, by country

and by prod uct cat egory. Amongthehighlightsof there-
port arethefol lowing:

» Against theback ground of the Asianrecov ery and the
contin ued strength of de mand growthin North Amer-
ica, global economic output gained momentum and
trade growth, which was slug gish at the be gin ning of
1999, accel er ated mark edly inthesecond half. For the
year as a whole, the vol ume of trade growth in 1999
was 5%, un changed fromtheprecedingyear.

» World trade growth in thefirst half of the year 2000 re-
mained buoy ant stimulatedby stronger economicactiv
ityinWesternEuropeandL atinAmericaandcontinued
high de mand growth in North Amer icaand Asia. Itis
projected that thegrowth of world mer chandisetradein
2000will beabout 10%, twicetheraterecorded for 1999
and one of the high est in the last de cade. The trade ex-
pansionin2001isex pectedtobesomewhat lessthanin
thecur rent year but still higher thantheav er age of 6.5%
recorded for the1990-99 period.

* In1999, thedol lar valueof world mer chandiseex ports
recov ered by 3.5%to US$5.47tril lion. Pricesof inter
nation ally traded goods de creased by 1.5%in 1999 as
there cov ery in fuel prices was more than off set by a
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M er chandise trade developments by region, 1999
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fur ther declineinthepricesforagri cul tural and man u
facturedproducts.

Worldex portsof commer cial ser vicesroseby 1.5%to
US$ 1350 bil lionin 1999. Trade of travel ser vices ex-
panded by 2% to US$ 440 hillion while exports of
transportationandothercommercial servicesincreased
by one%. West ern Eu rope’ scom mer cial ser vicesex-
ports—which aloneac count for 47% of theworldtotal —
decreased in 1999 partly due to the weakness of the
Euro vis-a-visthe US dol lar.

Regional tradeper for mancesdif feredwidelyin1999for
both mer chan diseand commer cial ser vicetrade. North
Amer icaand Asiare corded ex port and im port growth
well above the global average. The transition econo
mies, Latin Americaand Af ricaex peri encedacontrac
tion of their merchandise import volume and also a
de crease in the value of their com mer cial ser viceim-
ports. While the weak demand in these regions de-
pressedimports, mer chandiseex portsof LatinAmerica
and Af ricarose in value terms faster than global trade.
Developing country mer chan diseex portsrose by 9%,
in creasing their shareinworld ex portsto 27.5%. This
higher sharewasonly partly duetotherecov eryinfuels
trade; alarger worldshareforthedevel opingcountries
could also be ob served for all nine groups of man ufac-
tures. The share of devel oping coun triesinworld ex-
ports of man u fac turesreached nearly 25%, amarked
in crease since 1990 when it stood at 17%.
Least-developed countries merchandise exports in
1999 rose faster than world ex ports partly due to the

Continued on page 20
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Director-General Mike Moore

Overview of developments in the international trading

environment

Director-General Mike Moore, on 7 December, pre-
sentedtotheTradePol icy ReviewBody hisannual report
for 2000, which hedescribedas*” ayear of consol i dation
and chal lenge” for the WTO. Ex cerptsfromhisre port
(the full report is available on the WTO
website--www.wto.org):

or the WTO, the last year was one of stiff chal lenge
and significant opportunity. The Third Ministerial

ConferencemetinSeattleinNovember 1999andconsid
ered the launch of a new round of multilateral negotia
tions. WTO Mem berswerenot ableto reach acon sen sus
sincedif fer encesof view remained sig nif i cant, despite
intensivepreparatorywork. Onemajor dif ferenceof view
con cerned whether the launch of anew round was pro pi-
tious given the ongoing implementation of Uruguay
Round commitments, which gave rise to problems or
concernsfor certainMembers. Another major dif ference
was on the scope of the agendafor thenegoti ations, be-
yondthoseonagri cul tureand ser viceswhichwerecalled
forintherespective Uru guay Round agree ments. There
werealso dif fer encesof view onthenegoti ationsonthe
built-in agenda. In the course of the Conference, ques-
tions of pro cessalso cameto thefore.

In 2000, the WTO roseto ad dress these is sues by:
 establishing a mechanism to consider implementa

tion-relatedissuesand concerns;

« startingonschedul ethemandated negoti ationsonagri
cul tureand ser vices,

e engaging in constructive and positive dialogue on
waystoensurethefuller partici pationof all members
in the work of the WTO and to im prove con sul tative
procedures;

* giving pri or ity totheintegration of LDCsand other
low-incomeWTO Membersintothemul ti lat eral trad
ing systemto helpthem se curetheben efitsthat canbe
derivedtherefrom; and

« continuingtoexplore, atthepoliti cal andtechni cal lev
€ls, thepossi bil ity of reachingaconsensusonabroader
negoti atingagenda.

In ad di tion, the WTO main tained a busy sched ule of
regular meetingsof Councils, bodiesandworkinggroups
onmatterswithinitsmandate. Inaddi tiontoassistingthe
WTOMembersintheseactivities, theSecretariat main
tainedahighlevel of activityinprovidingtechni cal assis
tance, aswell asan ac tive programme of out reach.

A voteof confi denceinthe WTO isthegrow ing num-
ber of Mem bers, which rose to 140 in No vem ber 2000,
with Jor dan, Geor gia, Al bania, Omanand Croatiaac ced
inginthecourseof theyear. Lithuaniaispoisedtoaccede,
andanother 28accessionnegoti ationsareengaged. Also
in 2000, Chinareached thefi nal stage of itsac cessionne-
goti ations. Al though eachaccessionissignifi cantinits
ownright, both for thenew WTO Mem ber con cerned and
theor gani zation, thereisno doubt that China sdeci sion
tojointheWTO spar ticularly mo mentous. Openingits
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mar ketstofor eigntradeandinvest ment will make China
more prosperous, and committing China to world-trade
rules will foster and consolidate market-basedreforms.
WTO Mem bers stand to gain by better ac cessto an ecorn+
omy of 1.3bil lionconsumers, whichisgrowingat anav er
ageof 8% ayear. Thesignifi canceof theseben efits—both
for Chinaandfor WTO Mem bers—ex plaintheef fortsthat
arebeingmadeonall sidesto bringtoacon clusiontheac
CEessionprocess.

A fur ther sign of confi denceintheWTOisthecontinu
ing recourse to its disputesettlement procedures. Since
1995, more than 200 complaints have been filed by a
broad cross-section of WTO Members, large and small,
poor and rich. Com mit ments open the chan nels of com-
merce, which stay open by re spect for the rules, but the
disputesettlement proceduresareul ti mately avail ableif a
breachisal leged. A WTOMember may obtainanauthor
tative ruling, which is binding. Enforcement of obliga
tionsthroughdisputeset tiement thusensurestheintegrity
of thepro cessof mul ti | at eral negoti ation, agreement, and
implementation.

WTO Membershaveanabidinginter estinpreserving
the open nature of thetrading system by ruleson the use of
policy instruments af fect ing mar ketsfor goods and ser-
vices, as well as intellectual property rights protection.
TheWTOactsasacheck against protectionist‘solutions
todomesticeconomiccri ses,aswasdemonstratedduring
therecent Asian and emerging mar ketscri sis. Indeed, re-
cent eco nomic data show that the global econ omy re cow-
ered much morequickly thanorigi nally antici pated. One
rea son was that mar kets of WTO Mem bers stayed open
and be came more so due to theim ple men tation of Uru-
guay Round com mit mentsand new WTOlliber al ization
ini tiativesinser vicesandinfor mationtech nol ogy prod
ucts, aswell asduetoliberal izationini tiativesunder taken
on an autonomous basis, often as part of wider
programmesof do mesticeconomicreform.

TheWTOisforward-looking. Themost out standingre

cent ex am pleisthe telecoms agree ment, which brought
competition to a sector long the preserve of govern
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ment-ownedmonopolies, helpingtoex pandthevari ety of
communi cation ser vicesand bring pricesdown. Thishas
givenamajor boost to con nectiv ity tothelnternet, which
rose sharply in the past year. Asavast and grow ing store
of readily accessi bleinformationaboutindividuals,enter
prises, and coun tries, the Internet isvi tal to foster ing a
better under standing of thepossi bil i tiesof ex changeboth
within a country and among WTO Mem bers, including
through e-commerce. The Internet is also centra to the
emer gence of the ‘new econ omy’ on aglobal basis. The
telecomsagreement hasspurredthedevel opment of wire
lesscommu ni cation ser vicesand the ad vent of the“mo-
bile information society”, which makes the WTO the
basicframework to launch the next major revolutionin
telecommuni cationservices—thethirdgenerationor3G—
tobenefitconsumers, enter prises,andgov ernmentsalike.

While the situation of the WTO is generally satisfac
tory, anum ber of chal lengeslie ahead for the or gani za-
tion.

Theex pan sion of theworld econ omy wassustainedin
2000 and was broadly based across all regions, but the
downside risks are higher, according to the IMF. This
warning should bringinto sharper relief thegainsto bere
alizedby consumers, producersandtheenvi ronmentfrom
removing the significant impediments to open markets
thatremaininplaceinvirtually all Members. Prog ressto
wards removing such impediments autonomously has
proved slow; eventhe WTO Mem bersthat have ad vanced
inthisregardcouldreal izeaddi tional benefitsfrom*lock
ing in’ liberalization in WTO schedules. Outside the
WTO, liberal izationhasmainly beenfocusedonpartners
inregional tradeagreements, asignifi cantandstrengthen
ing trend, which risks net trade di ver sion.

In developed countries, average tariffs are generally
low except in ‘sensitive’ sectors, such as textiles and
clothing, and agriculture.Average tariffsof devel oping
countriesarerel atively higher, but also have peaksin sen
si tivesectors, suchastextilesandclothing, or oninter me
di ateproducts, providingadisincentivetodevel opmentof
the industrial base. Furthermore, developing countries
have bound tar iffsintheir WTO sched ulesat ceil ing lew-
els, above applied rates, leading to uncertainty for eco-
nomic op er ators. A trend com mon to anum ber of WTO
Members, bothdevel opedanddevel opingcountries,isa
rising useof anti-dumping measurestolimitim ports. Fur
thermore, dissimilar technical regulations and product
standards, aswell asconfor mity assessment, areemerging
assignifi cantpotential impedi mentstomar ket access.

Ontex tilesand cloth ing prod ucts, the quo tas brought
intotheWTOfromtheMulti-Fibre Ar rangement, by Can
ada, theEuropean CommunitiesandtheUnited States, are
still largely in place, de spitetwo com pleted stagesof inte-
grationintoGATT 1994. For agri cul tural products, tariffs
aregener ally highanddevel oped countriesuseapanoply
of measurestosupportagri cul tural producersand proces
sorsof basic prod ucts. TheUruguay Rounddidleadtore-
form of the domestic agricultural policies of many
devel oped countries, but sup portlev elsremainhigh, and
may berisingincertaincountries. Thisunder linestheim
por tanceof WTOMem bersmakingmeaningful progress
onthecur rentWTOnegoti ationsonagri cul ture.

WTO Mem bersshould alsobecon cerned by bar ri ersto

tradein ser vices, avi tal sector for devel opment and con
sumer well-being. Competitiveness of goods on world
markets is directly impaired by poor quality or costly
busi ness-related ser vices. Whilerecognizingthesignif i
cant stepstakenby WTOMemberstoliber a izefi nancial
ser vices and telecoms, the scope of GATS com mit ments
isnotcomprehensiveandrestrictionsonthesupply of ser
vicesthroughall four modesof deliv ery remain, most no
tably onthe move ment of nat u ral per sons. Reducing or
remov ingrestrictionsgivesthepossi bil ity of ex porting
ser vicesbased oncom par ativead vantage. Inmany coun
tries,autonomousliberal izationini tiativesinthesector
havemoved pol i cieswell ahead of com mit ments, whose
ben efits could be better as sured by bind ing ex ist ing ac-
cesscondi tions. Theseob jectivesun der linethesig nif i-
cance to WTO Members of meaningful progressinthe
currently engaged negoti ationsonser vices.

Another key priority on the international agenda is
helpingLDCsupthedevel opmentladder. TheWTOhasa
roletoplay inthisregard. Ex peri ence hasshown that de-
velopment requires macroeconomic stability and mar-
ket-friendly reforms, complemented by
institution-building that fostersdevel opmental capacity
and good gov er nance, including moreopen and transpar-
entregimesfor tradeandtrade-related pol i cies. Countries
poorinhumanandfi nancial resources, or lack ingthereg
ui siteex peri enceinadministeringorenforcingWTOob
li gations, haveaskedfor assistanceinunder standingtheir
commitments and implementing them domestically.
Technical assistance activities are important in this re-
gard, but theabil ity of theWTOtorespondislimitedand
sustainedonly by thegener ousex tra-budgetary donations
of certain WTO Mem bers. In creased fund ing for tech ni-
cal assistanceinthecorebud get of theWTOisoneway of
creatingamoreper manent basisfor suchactivities.

WTO Members have the opportunity to do more for
LDCs. ThePlan of Actionfor LDCslaunched at Sin ga-
porein 1996 gavepri or ity toim provementsin mar ket ac-
cesstoremoveexter nal obstaclestodevel opment,andled
tothelntegrated Framework for tech ni cal assistancere-
lated to trade de vel op ment. Sincethat time, anum ber of
WTO Members have improved the market access for
LDCsthrough pref er ential programmes, and fur ther ac-
tions could be taken to achieve the goal of tar iff-free and
quota-freeac cessfor al tradeof LDCs. And, fol lowinga
review of itsoper ation, thelntegrated Frameworkistobe
im proved asamech anismfor thesix partici pat ing agen
cies—thelTC, IMF, UNCTAD, UNDP, World Bank and
WTO - to deliver trade-related technical assistance to
LDCs. Do nor sup portisnow needed. AstheWTOini tia
tiveonLDCsfallsintoplace, itsef fectswill reinforceoth
erstakenin2000to easethe plight of Af rica, hometo most
LDCs, such as debt reduction to liberate domestic re-
sources to build human capital and aleviate poverty.
These actions, taken to gether, will help LDCsestablish
thebasisfor sustainabledevel opmentandreversetheirin
creasing marginalizationintheworld econ omy.

WTO Membersarerightly con cerned by themisunder
standingsof thepublic over glob al izationand therole of
the organization in this process. The anti-globalization
protestsinSeattlewerethemost ex trememani festation of
these misunderstandings, re-staged for UNCTAD X in
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BangkokinFebruary, for themeetingsof theWorld Bank

and IMFinWashingtoninApril andin Praguein Sep tem-

ber, andfor other high-profilegath erings. Thetar getisnot
the WTO per se, but al institutions, political parties or
evenindi vidualsthat promoteor sup port or do not openly
condemnthepol i ciesconsid eredto ad vancethepro cess
of globalization.

Democraticsoci etieslegiti mizeandindeedencourage

di aloguebetweenciti zensandrepresentativesonall top

icsof concern. Adjustmenttoglobal izationisavalidel e

ment of this dialogue, while recalling that openness to

tradeisasso ci ated with growth and reduced pov erty over
time. Within its mandate to help move trade flows as
smoothly, predictably and freely as possi ble,theWTO
canassisttheef fortsof member gov ernmentstodi alogue
withciti zensby highlightingthebenefitsof openmar kets
and traderules. Un der stand ing of the WTO could be fur-
ther enhanced through greater transparency in the
day-to-day activi tiesof theor gani zation. TheSecretariat
has already made considerable efforts in this regard
withintheguidelineslaid downby theMembersin1996.

Thisbroad over view of the sit uation of theWTO, on
which details are provided in the body of this report,
points to the following key challenges for the period
ahead:

« addressingtheissuesandconcernsonimplementation;

* maintaining the momentum of liberalizationthrough
the mandated negotiations and guarding against in-
creased bar ri erstotrade;

 ensuring the full participation of al Mem bersin the
WTO, no tably the LDCs and other low-income WTO
Members;

» moreef fectively communi catingthenatureandactiv
tiesof theWTOandthebenefitsof themul ti lat eral trad
ing system; and

» considering the question of a broader negotiating
agenda.

TheSecretariat hasworkedthisyear toim provethecli
mate and the con fi dencein which these chal lengesareto
be met, and will con tinueto do sointhefu ture.

WTO ACTIVITIES

Activities related to the multilateral
agreements

Full sched ule of meetings inthe WTO

TOMembersareengagedonadaily basisinregular

meetingsof thevari ousCouncilsand Committees,
established under the multilateral agreements, and di-
rected towardsmoni tor ingand com pli ance. Thesenota
bly concern the receiptandex ami nationof regularand
peri odicnoti fi cationsby Membersof pol icy instruments
covered by the agreements , regional trade agreements,
and bal ance-of-payments mea sures, aswell as the pe ri-
odic review of the agree mentsasre quired. WTO Mem-
bers also participate in the various Committees
establishedto con sider issuessuch astradeand devel op-
ment or trade and theen vi ron ment. Working groupshave
alsobeenestablishedtoexaminetherelationshipbetween
trade and invest ment, theinter action betweentradeand
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competition policy, as well as transparency in gov ern
ment pro curement. Addi tional activitiesby WTO Mem
bersincludethemoni toringof tradepol icy regimesinthe
TradePol icy Review Body, and disputesettiementinthe
DisputeSettlement Body. Annual reportsontheseactiv
tiesaresubmitted by WTObodiestothe General Council
forreview.

Stepstakenoninternaltrans par ency and the
effectiveparticipationof WTOMembers

Fol lowinguponconcernsover transpar ency and process
that emerged around the Third Ministerial, the Chair man
of the General Coun cil andtheDi rector-General began
early intheyear aseriesof con sul tationswith Mem bers
on possible improvements in procedures and practices.
Numer ouscontri butionswerereceivedfrommembersin
the course of these consultations. It became clear that
Mem bersingen eral seenoneedfor radi cal reformof the
WTO, that they firmly sup port thepracticeof reaching de-
cisions by consensus, and that informal consultations
continuetobeauseful tool providedthat certainimprove
ments regardinginclusiveness and transparency are ap-
plied.

On 17 July, the Chair man pro vided Mem berswith a
prog ressre port which em phasized the gen eral rec og ni-
tionthat signifi cantimprovementsintheconsul tativepre
cesses have taken place in the first half of the year 2000.
TheChair man em phasized that whilesuchtangi bleprog
ressoninter nal transpar ency wasim por tant thefull mem
ber shiphasacol lectiveresponsi bil ity to keepthisissue
under closescrutiny astheor gani zation movesfor ward
onthesub stantive agenda.

Fromtheout set of thedebateoninter nal transpar ency
theDirector-General a soinstructedtheWTO Secretariat
tofindimmedi atepracti cal waysinwhichtoimproveand
speed uptheinfor mationflow toMembers,includingthe
Members who do not have representatives resident in
Geneva.

Implementationconcernsaddressed

AllWTOMembersareboundtoob servethemul ti lat eral
agree ments con cluded in the Uru guay Round and to inm+
plement, if applicable, post-Uruguay Round commit
ments on basic telecommunications and financial
ser vices. Cer tainMembershave, how ever, identi fied dif
fi cul tiesof implementationinconnectionwiththeend of
transi tionperi odson 31 December 1999for devel oping
andtransi tioneconomies; certaintransi tion peri odsfor
LDCsarestill inef fect. Ex tensionswererequested by cer
tainMembersnotably withrespecttothe TRIMsand Cus
toms Valuation Agreements. WTO Members are
consideringtherequestsfor ex tensionsto TRIMstran s-
tion peri odswithin aframework estab lished by the Gen
eral Coun cil at its meet ing of 3 and 8 May 2000.

A wide range of other implementation-relatedissues
and con cerns has al so been put for ward. Thesearebeing
consideredbytheGeneral Councilinthelmplementation
Review Mechanism established for the purpose, which
hasmet twicein Special Sessions. Thisactiv ity hasbeen
identi fiedby Members, especially devel opingcountries,
asapri or ity areafor theWTO'’ sat tention. At the Special
Session held on 17 Oc to ber the Gen eral Coun cil Chair-
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man and the Director-General reported in detail on the
progressmadeinconsul tationssofar. Thesehad fo cused
pri marily on possi bil i tiesfor actionintheshorter term.

Man dated negotiations startonschedule,and
discussionscontinueonabroader agenda

The mandated negotiations on agriculture and services
started in 2000. The negoti ationsunderArticle 20 of the
Agreementon Agri cul tureareto continuethereformpro
cess set out inthe agree ment, which brought into the mul ti-
lateral rules, largely for the first time, the policy
in stru ments used by many WTO Mem bersto sup port do-
mesticagri cul tural producers. Inadditiontotheir ef fectson
domestic consumers, producers, and the environment,
these sup port pol i cieshave spillover ef fectsonworld mar-
ketsand ontheex port oppor tuni tiesof tradepart ners, many
of which are developing countries (Section 11(C)(1)).
Giventhat thetransi tion period to full im plementation of
current com mit mentsin the sec tor isthe mar ket ing year
2000for devel oped countries (2004 for devel oping court
tries), thetabling of proposalsistotakeplaceby Decem ber
2000 and a stock-taking ex er ciseisto be heldina Specid
Session of theGeneral Council inMarch 2001, toconsider
prog ress made and how to move for ward.

On services, the negotiations are to address further
rule-making and to “achieve apro gressively higher level
of liberalization” (GATS Arti cle XIX), building on the
market-access commitments already contained in the
sched ules. It should bere called that the ser vices sec tor —
the leading sector of economic activity in many WTO
Mem bers—wasbrought intothemul ti lat eral rulesfor the
first timeinthe Uru guay Round, and ad di tional sub star
tial agreementswerereachedin 1997 ontelecom muni ca
tions and financial services. In 2000, to date, WTO
Mem bershave agreed ona‘roadmap’ for thefirst phase of
negoti ationsand that the sec ond phase of thesenegoti &
tionswould be gin with astock-taking ex er cise by a Spe-
cial Session of the GATS Council in March 2001, to
con sider prog ress made and how to movefor ward.

While the mandated negotiations got under way in
2000, WTOMemberscontinuedtodiscussatthepoliti cal
level awider agendaof negoti ations, to ad dressother out
standing mar ket ac cessbar ri ers(Section|1(C)) or ex tend
theframework of themul ti lat eral rulestonew ar eas. Inthe
lat ter case, pro po nentsview the stakesasbeingtherel e-
vance of the WTO asthe main framework of rulesfor the
conductof inter national economicrelations, notablywith
respect tocom peti tionpol icy andinvest ment mat ters. In
addi tion, cer tain Mem bersareof theview that securinga
wider agendafor negoti ationwill haveanimpact onthefi
nal outcome of those man dated on ag ri cul ture and ser-
vices by expanding the scope for mutualy beneficial
trade-offs. Other Members, however, continue to have
doubtsonwhetheritisappropri atetoconsider launchinga
new round of negoti ationsinthepresenceof implementa
tionissuesand con cernsrelated to the Uru guay Round.

Technicalassistanceactivitiesandtraining
remainvital

Averysubstantial increaseinthetechni cal assistanceand
cooper ationactivitiesof theSecretariattook placein1999

inresponsetothere questsreceived. The num ber of such
activitieswas382in 1999, up by 24% over 1998. Activ-
itiescov ered 127 countries, in cluding most WTO Mem:
bers(100), countriesandterritoriesinaccession(20),and
countries that have expressed an interestinjoiningthe
WTO (7); a large number of least devel opedcountries
werecov ered (27).

Techni cal assistanceactivitiesaimtoim provetheun
der standingof theagreementsandfacil i tateimplementa
tion of obligations; at the same time, emphasis is
increasingly being placed on en hancing thecapacity of
countriestointegrateinto theworld economy toreal ize
the ben efitsof the mar ket ac cessop por tu ni tiesthat are
avail abletothemasaresult of beingWTOMembers. De
spitetheirvi tal nature, techni cal assistanceandcooper a
tionactiv i tiesin 1999 and 2000 have been sustained only
by thegen er ousex tra-budgetary vol untary do nationsof
cer tainWTOMembers, giventhat theregular bud get for
such activities has remained inadequate to respond to
needs, fundingjust 10% of activitiesin 1999. In creased
fundingfor techni cal assistanceinthecorebud get of the
WTO isoneway of creat ingamore per manent basisfor
suchactivities.

L east devel oped countrieshave beenamajor fo cusof
WTO technical assistance and cooperation activities,
since resource constraints weigh most heavily on their
abilitytopartici pateinthemul tilateral tradingsystem. In
additiontoitsown activ i tieson behalf of thisgroup, the
WTOpartici patesinactivitiesor ganized by otherinsti tu
tions, and co op er ateswith someof themonjoint projects
or programmes, notably the Joint Integrated Technical
CooperationProgramme(J TAP) for Selected Least De
veloped Countries and other African Countries (WTO,
UNCTAD and ITC Secretariats), and the Integrated
Framework (I F) of techni cal cooper ationforleastdevet
oped countries (WTO, ITC, UNCTAD, World Bank,
IMF, UNDP). In 2000, the IF was independently re-
viewed, andlead agen ciesdecided onstepstoimprovethe
delivery of trade-related technical assistance, including
by estab lishing atrust fund, which now needs do nor sup-
port (SectionllIl).

Inaddi tiontomateri als, semi nars, work shops, tech ni-
cal missions, and coursesontradepol icy, aswell asreg i
lar briefings, the Secretariat has been very active in
establishingWTORef erenceCentres, supportedby dona
tionsfromWTO Mem bers. Such centresprovideac cess
totrade-relatedinfor mationresourcesonthelnternet, no
tably those de vel oped by the WTO, aswell as PC-based
resources; they play avital roleinlinkingtradeministries
inremotecapi talsto Geneva. By October 2000, theSecre
tar iat had set up 90 centres, up from 68 at the end of 1999
and42 attheend of 1998. Themajor ity of suchcentresare
in Africa. Unfortunately, not al the centres have re-
mained fully operational (an estimated 65% is opera
tional).

Dis pute set tle ment: aheavy case-load for the
system

I'n 2000, the num ber of com plaintsfiled sincethe start of
theWTOtopped 200, indi catingacontinued heavy useof

thedisputesettlement proceduresby WTOMembers. The
complaints concern allegations of inconsistency with
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WTO obli gations, mainly with re gard to the use of trade
defence instruments (anti-dumping, countervailing and
safeguardmeasures), taxesonimportedanddomesticlike
products, subsidies, automotive investment regimes,
prod uct regulations, protectionfor pat entsor copy right,
and mar ket ac cessfor for eignser vicesuppli ers. Themea
suresatissueinsomecomplaintshavebeenrecentlyintro
duced, whileothersarepart of legislationor regimesthat
have been in placefor de cades.

Developed countries filed about three quar ters of the
complaintsundertheDisputeSettlement Under standing
(DSU), and werethere spon dent in the same share of com:
plaints. Developing countries filed the remaining one
quar ter of complaints, against devel oped countriesinover
50% of com plaints and therest against other devel oping
countries. TheUnited StatesandtheEuropeanUnionare
the most frequent complainants to the WTO, and in a
number of instances, complaintsconcernameasuremain
tained by the other, con firming theim por tant role of the
WTOinresolvingconflictsinthetransat lanticrelation
ship.

Satisfactory settlement is generally the outcome,
butretaliationisbeingused

Roughly three quar ters of com plaints do not pro ceed
beyond consul tationstothepanel stage, indi catingthat a
sat isfactory ad just ment of themat ter obtainsat an early
stage of the WTO pro cedures, just aswasthe case un der
GATT 1947. For those complaints that proceed to the
panel stage and on which panel re ports are is sued, most
rul ingsarethesubject of ap peal tothe Ap pel lateBody; 37
such ap peals have been filed since the start of the WTO.

When com plaintshave com pleted the panel and Ap pek-
late Body pro cess, therecord on prompt com pli ancewith
therecommendationsor rul ingsof theDisputeSettlement
Body (DSB) isgood. When suchrecommendationsor ruk-
ingscall for there spon dent WTO Mem ber to remove or
mod ify themeasureindispute, suchactionisnotliber a-
izationassuch—giventhemeasure sstatusof incompat i
bility with the WTO agreements — but effective
mar ket-openingsometimesobtai nsbecausethemeasures
have beenin placefor yearsor even de cades. TheWTQO's
dispute set tle ment systemisthus, by and large, suc cess
fully attainingthestated objectiveof preservingtherights
andobli gationsof WTO Members, andthereby play inga
key roleinen suring theintegrity of the pro cessof mul ti-
lateral negotiation, agreement, and implementation,
which contrib utesto the pro cessof tradereform.

How ever, cer tain com plaintsthat have com pleted the
panel and Ap pel late Body pro cess, and where ac tion to
implementwasrequiredof therespondentWTOMember,
haveyettoresultinanef fectiveresolutionof thedispute.
Eight requestsfor review under Ar ti cle 21:5 of the DSU
have been filed with the DSB becausethecomplainant
disagreeswiththeactionstaken by therespondenttoim
plement rul ingsand recommendations. |nsuchinstances,
themat ter isreferredtotheorigi nal panel, whichissuesa
re port; four such re ports have been is sued to date. These
may inturn bethe sub ject of an ap peal; two such ap peals
have been filed with the Ap pel late Body since 1995.

Article220of theDSU makesretal i ationthelastresortin
theWTO systemof disputesettlement, withinacarefully
cir cum scribed framework for theex er cise of thisin stru-
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ment of trade di plo macy. Inthe event aMem ber failsto
implement the DSB’s rulings and recommendations
withinareasonableperiod of time, negoti ationsto agree
mutually satisfactory compensationisthepreferredrem
edy avail abletothecomplainant. Fail ingsuchagreement,
thecomplainant may thenrequest authori zationfromthe
DSB for the suspension of concessionsor other obli ga
tions, whichisgranted unlessthe DSB decidesby con sent
sus to reject the request. Such suspension is, however,
subjecttorulestoensurethatitslevel isnot ex cessive, and
ar bitrationisavail abletothisend. Finally, thesuspension
iscon ceived asatem po rary measure, inplaceonly for as
longasimplementationisoutstandingoramutually satis
factory solutionisnot found.

Five instances of recourse to Article 22 of the DSU
have been made, lead ing to au thorri zation by the DSB of
fourinstancesof retal i ation: inthemat ter of the EC’ shan
on hor mone-treated beef, Can ada and the United States
havebothretal i atedby raisingdutiesonimportsfromthe
EC;inthemat ter of the EC’ sregimefor bananas, retal i &
tionwasrequested by and authorizedfor theUnited States
and Ecuador, and has been carried out by the United
States.

WTOMembersneedtofully consider theimpli cations
of theuseof retal i ation. Thefirstisthatitistheconsumers
of theretal i ating country that bear thecost of higher duties
ontheproductsconcernedortheirunavail abil ity. Thesec
ond isthat the eco nomicim pact goeswell beyond the di-
rectly concerned producers, trading firms, distributors,
with re per cussion ef fectson all the linksin the chain of
production, trade, and distri bution, and thework ersthat
each link employs. Finally, with respect to the WTO
Members involved,retaliation is a sign that alternative
meth ods of re solv ing the dis pute havefailed. The mul ti-
lateral trading system prospers by opening channels of
trade,andWTOMembers, priortoseekingauthori zation
toretal i ate, havetheresponsi hil ity to ex ploretothe ut
most of their ability the available aternatives, such as
com pensation, which createrather than limit trade.

Accessions

A voteof confi denceinthe WTQO isthegrow ing num ber
of Mem bers, which roseto 140 in No vem ber 2000. Jor-
dan, Georgia, Albania, Oman and Croatia acceded in
2000(inchronologi cal or der), bringingto 12thenumber
of Mem bersthat have ac ceded to the WTO since 1995.
LithuaniaisasosettojointheWTO.

Twonew accessionworkingpartieswereestablishedin
2000, for Cape Verdeand Y e men. The other 26 work ing
partiesinpro cessarethosefor: Al geria, Andorra, Ar me-
nia, Azerbaijan, Belarus, Bhutan, Bosnia-Herzegovina,
Cambodia, China, For mer Yugoslav Republicof Mace
donia, Kazakhstan, Laos, Lebanon, Moldova, Nepal,
Russian Federation, Samoa, Saudi Arabia, Seychelles,
Sudan, Chinese Taipei, Tonga, Ukraine, Uzbekistan,
Vanuatu, and Viet nam. Chinaen tered thefi nal stage of
thework ing party pro cessin 2000, and anum ber of other
accessionprocessesadvanced.

Each ac ces sion hasthe same‘win-win’ qual ity for the
WTO. The acceding party operates a more transparent
and predict abletraderegime, by assumingWTOobli ga
tionsongoods, ser vices, andintel lectual property protec
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Stepsto ac ceding tothe WTO

I n accordance with the vocation of the WTO to

have aglobal reach in its mem ber ship, the WTO
Agreementinvitesappli cationsfrominter estedgow
ernments. AccordingtoArticleXll of the Marrakesh
Agreement EstablishingtheWorld TradeOr gani za
tion (WTO Agree ment), agov ern ment may ac cede
to the Agree ment “ on termsto be agreed be tween it
and the WTO”.

All accessionsbeginwithaletterfromtherequest-
ing gov ern ment ad dressed to the Di rec tor-General.
The item is then placed on the agenda of the WTO
General Council for action, whichgener aly estab-
lishes a “working party”, composed of representa
tivesof Mem bers, toexaminetheap pli cation. The
applicant generally obtains observer status in the
WTOtobecomefamil iarwithitsactivities.

Theap pli cant sub mitsaMemorandumonitsFor-
eign Trade Re gimein one of the three of fi cial lan-
guages (Eng lish, French or Spanish), describingin
detail theregime(includingcopiesof rel evantlegis
lation) and pro vid ing data. Questions may then be
sub mit ted by Mem bers, towhichtheap pli cantisin
vitedtorespond, to establishabasisfor di alogueon
theregimeanditsconfor mitywithWTOobli gations,
with aview to en suring agood match. Technical as
sistance may be requested from the Secretariat or
may beprovided by indi vidual Members.

Whentheex ami nationof thefor eigntraderegime
is sufficiently advanced, members of the working
party may initiate bilateral market access negotia
tionson goods and ser vicesand on the other termsto
beagreed. Attheir successful conclusion, theresults
of thenegoti ationsarereflectedinthesched ulesap-
pendedto thedraft Proto col of Ac cession. The mar-
ket-opening commitments of acceding WTO
Members, although negotiated on a bilateral basis
withindi vidual WTO Mem bersat their re quest, ap-
ply toall other WTO Mem bersthrough the ap pli ca-
tion of the most-favoured-nation clause.

Thework ing party con cludesitsactiv ity by sub-
mittingareporttotheWTO General Council, adraft
Proto col of Accessionandadraft Deci sion. Sucha
decision on accession is, in practice, approved by
consensus. Theac cessiontakesef fect 30 daysaf ter
domesticratifi cationbytheappli cant.

tion (possibly with transitional periods to full
im plementation). It opensits mar ketsfor goodsand ser-
vicestoitstrading part ners, and thuslocks-inreformsand
gainsthebenefit of morecompeti tively-pricedimports.In
turn, the new WTO Member gains the right to similar
rights and terms of ac cess on the mar kets of other WTO
Members. These commitments are enforced — on both
sides—by disputeset tlement. Domesticreformandinte
gration into the world econ omy thus go hand-in-hand to
strengthen growth and in vest ment prospectsof theac ced
ing country, and of WTO Mem bers.
Althougheachaccessionissignificantinitsownright,
bothfor thenew WTO Mem ber concerned and theor gani-

zation, thereisno doubt that China’ sdeci sionto jointhe
WTOisparticularly momentous. Openingitsmar ketsto
for eigntradeandin vest ment will make Chinamore pros-
perous, and com mit ting Chinato world-trade rules will
foster and consolidate market-based reforms. WTO
Mem bers stand to gain by better ac cessto an econ omy of
1.3bil lionconsumers, whichisgrowing at anav er ageof
8% ayear. Thesig nif i cance of these ben efits—both for
Chinaandfor WTO Members—ex plaintheef fortsthat are
beingmadeonall sidesto bringtoacon clusiontheac ces
sionprocess.

Eachaccessionfol lowsthesamepattern( see box), start-
ingwiththesub missionof arequesttothe WTO and cul mi-
nat ing with the Gen eral Coun cil’ sadop tion of adeci sion
approvingtheaccession,fol lowedbydomesticratifi cation.
The pace of the ac ces sion pro cess de pends mainly on the
state of readi ness of the trade re gime and the need to con-
cludebi lat eral negoti ationswithWTO Members, at their
request. The Kyrgyz Re pub lic, which joined the WTO in
1998, con ducted the speedi est ac cessionto date, con clud
ingin2yearsand4 months, closely fol lowed by Ecuador at
2yearsand 8 months. In contrast, China sac cession pro-
cess has been thelon gest to date, span ning both theWTO
and GATT 1947. WTO Mem bers have from time to time
consideredthetimeandef fortrequiredtocompletethepre
cessof accessionasanissue, notably for LDCs, of which
nineareinthepro cessof ac cession.

Trans parency andoutreach

Transparency. Since the estab lish ment of theWTOin
1995, theWTOMembersandthe Secretar iat havetakena
num ber of stepstoim provetheex changeof infor mation
about the nature and goals of the or gani zation. For its
part, the Secretar iat hasgreatly ex panded thehumanre-
sources devoted to information and outreach activities.
Regular pressbrief ingsareheld, apubli cationsser vice
and the WTO web-site (http://www.wto.org) are main-
tained, information products are developed, and re-
sponsesaregiventothemany requestsforinfor mationon
the WTO received each day. In particular, the WTO
web-site receives an average of 200,000 visitors each
month, from 145 coun tries, at last count.

Inadditiontoobtaininginfor mationontheWTO, the
web-site givesopen ac cess (with out charge) tothe Doc i
mentDissemi nationFacil ity (DDF), containingvirtually
al publicWTOdocuments. Accordingtothecur rent pok
icy, establishedin 1996, apresumptionof publiccircula
tionstatusap pliestonoti fi cationsby Members, unlessa
restrictedstatusisrequested, anddocumentsrelatedtothe
regularactivitiesof theWTOarecir culatedtothepublic
af ter six monthsor whentheactiv ity hasbeen com pleted.
Al though not for mally ar tic ulated assuch, the pol icy on
document avail abil ity adopted by theWTOMembersap
pearstorely onthetwin foun dationsof (a) thedo mestic
transparencyrequirements of WTO Members for mea-
surescov ered by themul ti | at eral agreements; and (b) cort
fidentiality for the jointly undertaken activities of the
WTO Mem bersuntil theactiv ity iscom pleted in ac cor-
dancewiththetradi tionsof di plomacy.

Of the some 5,500 WTO documentsissuedin 1999,
thispol icy resultedin62%being madeavail ableimmedi
atelytothepublic. Of theremainder, half werecir culated
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withinsix months, and therest remainedrestricted mainly
becausetheactivity (e.g., accession) wasstill in pro cess.
Over theyears, this pol icy hasled to the cu mu lativere-
leasetothepublicof 99.6% of WTO doc uments, whichis
agoodrecordontranspar ency.

In 2000, WTO Mem bers have been con fer ring onin+
prove mentsthat could bemadetoaccel er atepublicavail
abil ity of documentsof particularinteresttociti zens, such
asmin utesof meetingsof WTO bodiesand panel reports.
Oneobstacleistechni cal —~WTOdocumentsareinprinck
pleissued si mul taneously inthethreeof fi cial lan guages
(English, Frenchand Spanish), requiringtimetotranslate
theorigi nal document. Withrespecttoimprovementsto
the general policy on public availability, differences of
view remain among the Members, mainly because the
ben efitsto quicker derestriction areweighed dif fer ently.
While some Members see instant public availability of
documents as not detracting from the efficiency of the
WTO asan or gani zation, oth ersare more cau tious, and
seeconfi denti al ity for thetimerequired to com pletethe
activityaspromotingdeliberationandfruitful di alogue.

There is no doubt that greater transparency of docu
mentsand of WTOactivi tiescould dispel mythsthat have
no legitimate reason to exist. However, transparency
alonemay not suf ficetocommuni cateef fectively thecon
tent of theWTO agreementsand thesub stance of theor ga
ni zation’ sactivi ties, mainly becauseof their complexity.
Developinginfor mationproductsappropri atetomeetthe
different requirements of citizens is a priority for the
WTO.Thisobjectiveisof particularimportancetoenable
producerstotakefull advantageof thenew trading op por
tuni tiesmadeavail ableby mar ket-opening agree ments.

Outreachtocivilsociety

Outreach has also been an important activity of WTO
Mem bers and the Sec retar iat. The pub lic has ac cessto
WTOheadquartersinGeneva, andtheSecretariathandles
alargenumber of visits; 121 groupsvisitedtheWTO Sec
retar iat in thefirst ninemonths of 2000. The Secretar iat
has organized symposia on various issues of particular
con cern to seg ments of the NGO com mu nity, maintains
an“NGORoom” ontheWTOweb-site, receivesmaterial
from NGOs and keepsWTO Mem bersinformed thereof.
TheDi rector-General, hisdep utiesand staff membersfre
guently meet with representatives of civil society. In
2000, activ ity hasfo cused onout reachto—inad di tionto
NGOs—parliamentari ans, uni ver si tiesandotherresearch
centres, and representatives from transnational parlia
mentary groups.

In Oc to ber 2000, an on-line Fo rum on “ Trade and Sus
tainableDevel opment” wassponsored by theWTOandthe
World Bank. Thefo rumisthefirstini tiative of the WTO
Net work, which linksthe WTO with uni ver si tiesand re-
search centresto build and dissemi nateknowl edgeonin
ternational trade issues. Several of these participating
insti tutionscontributetoaWorldBank projectonbuilding
a trade negotiatingagenda for devel opingcountries. The
first twoweeksof theforumfo cused on* ef fectsof tradeon
pov erty”; and thefi nal two weeks on “how to en sure that
tradeandenvi ronmentaremutually supportive”.

Thecurrentpol icy onNGO par tici pationintheWTO,
estab lished in 1996, rec og nizesthat NGOsare“avalu able
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re source, [which] can contrib uteto the ac cu racy and rich
ness of the pub lic de bate”, but “thereis cur rently abroadly
held view that it would not be pos si ble for NGOsto be di-
rectly in volved in the work of the WTO or its meet ings” ,
mainly asaresult of theinter gov ernmental char acter of the
WTOandtheprerogativeof Member gov ernmentstochan
nel to the WTO theresultsof con sul tationswith do mestic
constituencies. NGOs may observe Ministeriad Meetings,
and reg istration hasrisen sharply —from 108 NGOs at the
firstmeetingin Singaporein 1996, to 128 NGOsin Geneva
in 1998, and 686 NGOsin Seat tlein 1999.

Outreachtointernationalintergovernmental
organizations(IGOs)

Out reachalsoconcernsrelationswithother inter national
intergovernmental organizations. A formal policy on
suchrelationswasestablishedin 1995for thelMFandthe
World Bank, as provided for in their respective agree-
mentswith the WTO. The basisisthe*co her ence’” man-
date, which requires closer cooperation between the
mul ti lat eral insti tutionswithkey rolesinthefor mulation
andimplementation of different el e ments of the global
eco nomic pol icy framework. Inad di tiontothe IMF and
World Bank, ob server statusinthe Gen eral Coun cil also
applies to the United Nations, UNCTAD, FAO, WIPO
and OECD. WTO Members have been conferring for
sometimeonthel GOstobegranted ob server statusinthe
General Council and other WTObodies.

Regardingout reachtoother IGOs, many of whichhave
expressed an interest in the WTO and its activities, ar
range mentswere madefor IGOsto ob serveMinisterial
Meetings. Thisop por tu nity wastaken up by 42 1GOs at
the first meeting in Singapore in 1996, by 40 IGOs in
Genevain 1998, and by 50 IGOsin Seat tlein 1999.

TRADE PO LICY TRENDS INWTO
MEMBERS

Mar ket ac cess conditions forgoodsin
selectedmarkets

Trade links

WTO Mem bers ac counted for just un der 90% of world
mer chandisetradein 1999. Sig nif i cant trad erstill out-
sidethemul ti lat eral trading system, but inthe pro cessof
accessiontotheWTO, includeChina, Chi neseTai pei, the
Russian Federation, and Saudi Arabia. Among WTO
Members, the Quad — Canada, EuropeanUnion, Japan
and United States — ac counts for just over half of world
merchandise trade. In addition to substantial two-way
trade links be tween each other, their mar ketscontinueto
bethemaindesti nationfor theex portsof mostdevel oping
countriesandtransi tioneconomies. Tradebetweendevel
oping countries has been growing in importance, how-
ever, especially between partners in regional trade
agree ments, such asMERCOSUR, ASEAN or SADC.

Tariffpolicies

Av er ageap plied tar iffsof WTO Mem bersvary widely:
with coun tries hav ing higher per capitain comestend to
maintain, onbal ance, lower tar iffs, totheben efit of their



ANNUAL REPORT

consumersandproducers(Chartl1.2).

Sincetheestab lishment of theWTOin 1995, tar iff lib-
er al ization haspro ceeded throughtheim plementation of
Uruguay Round commitments, plus subsequentliberak
ization initiatives, notably on information technology
products, aswell asthroughautonomousaction. Trendsin
ap pliedtar iffsover timearedif fi cult to deter mine, how-
ever, becauseWTO Membersof tenassesstar iffsonagri-
cul tural prod uctsin spe cific terms(i.e. vol ume, weight,
physi cal content), whoseadvaloremequiv alentsdepend
oncommodity pricetrends, aswell astheimplementation
of commitments.

Inaddi tiontothelev elsof appliedtar iffs, akey aspect
of tar iff pol icy isthedegreeof predict abil ity inthetar iff
regime. Ex peri encehasshownthattheeconomicbenefits
associated with an open trade regime are more readily
avail ableif economicoper atorshaveconfi dencethat pot
icy rever salsarecontained. Anan chorisprovided by the
commitmenttobindtariffsintheWTO. Thiswasrequired
of WTOMembersfortariffsonagri cul tural prod ucts, but
theex tent towhich countriesmade useof thisop por tunity
onother productsvariedwidely,includingwithrespectto
the gap between ap plied and bound rates. Greater predict
abil ity could beassured by achieving amore com pre hen
sivecov er ageof bindingsand bringing boundratesdown
toappliedrates.

Inthisregard, thesituationof WTOMembersonwhich
up-to-dateinfor mationisavail ablethrough TradePol icy
Reviewsis:

« alitemsarebound for the Euro pean Union, Nor way,
and Switzerland-Liechtenstein, and close to compre
hensive coverage applies to Canada (24 items
unbound), Iceland (6% of lines unbound), Japan (99
items unbound), and the United States (2 items un-
bound), and lev els of ap plied tar iffsare at or closeto
boundlevels;

» Brazil, Nicaragua, PapuaNew Guinea, Peru, and Ro-
maniahaveacom prehensivecov er ageof bindingsat
ceil ingrates, higher thanlev elscur rently applied;

» Bahrain, Israel, Republic of Korea, Philippines, Po-
land, Singapore, and Thai land haveal ess-than com pre
hensivecov er ageof bindings;

» Bangladesh, Kenya, and Tanzaniahaveal ow cov er age
of bindings.

Most newly ac ced ing coun triesto the WTO have made
significant efforts to achieve a comprehensive scope of
bindingsandlock-intariffliberal ization. Ecuador, Monge
lia, Bul garia, Panama, Kyrgyz Republic, Lat via, and Esto
nia, which acceded between 1996 and 1999, bound
virtually lines, andthenew Membersof theWTOin 2000—
Jor dan, Geor gia, Al bania, Oman and Croatia— have also
eachpledgedcomprehensivebindings. Theaveragelevels
at whichtar iffswere bound werein dou ble-digitsfor ag ri-
cul tural prod ucts, rang ing from a high of 34.9% for Bul-
garia to 10.6% for Albania. Average bound levels were
much lower for non-agricultural prod ucts, rang ing froma
high of 20.1% for Ec uador to alow of 5% for Croatia.

An other key aspect of tar iff pol icy istheex tent of dis
persion across sectors(notably ‘peaks’) or by de gree of
processing, which af fectsresourceal lo cation, aswell as
thetranspar ency and scopefor rent-seekinginthetar iff re
gime. Among the Quad, tariffs well above the average
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continueto protect anum ber of industriesfromim ports,
andtar iff escalationisevidentinanum ber of sectors.In
Japan, tar iff peaks af fect foot wear and head gear, andin
Canada, theEuropeanUnion, andtheUnited States, tar iff
peaks affect the textiles and clothing sector, on which
quotas also apply (see below). Tariffs on agricultural
prod uctsaregener ally sub stantially higher than on other
products (Table 11.1), notably on tem per ate-zone prod
ucts, and sub si diesareanad di tional distor tionaf fecting
mar ket ac cesscondi tionsinthesector (seebelow).

A num ber of devel oping countrieshavemadeef fortsto
achieve amore uni form tar iff struc ture, and thereby re-
move or reduce distortionary ef fectson resourceal lo ca
tion. Forthecountriesonwhichup-to-dateinfor mationis
avail ablethrough Trade Pol icy Reviews, notableef forts
inthisre gard were made by Bolivia, which adopted auni-
formrateof 10% (withsomeex ceptions), andasimpli fied
multi-tier tar iff structurewasestablished by Bangladesh,
Nicaragua, Peru,andTanzania.

Thescopeof appli cationof MFN tariffsby WTOMem
bersisreduced, how ever, by pref er encesgranted to part
ners in regional trade agreements (with a few notable
ex ceptions, see Section|1(B)(4) below), agreementspro
viding pref er ences on anon-reciprocal basis, or pref er-
ences granted to countries in transition and developing
countries under the Gener al ized Systemof Pref er ences
(GSP), with supplementary preferences for least devel
opedcountries. Theprolif er ationof regional tradeagree
ments in recent years and their prospective expansion
(Section I1(B)(4)), look set to fur ther erode the scope of
appli cationof MFN tar iffs. On GSP, anim por tant devel
opmentintheschemeoper ated by theEuropeanUnionis
thespecial incentivear range ment for coun triesdem on
strating ad her encetointer nationally recognizedworker
rights or environmental standards; eligibility under the
U.S. GSP programmerequiresacountry to take or betak-
ing steps to afford internationally recognized worker
rights. Another importantdevel opment is the extended

Tablell .1
Snple aeragetarifisd Canada theEurcpeen Union, Jgpan and theUnited Sates
percer)

Canadet Eurcpeen Unior? Japart United Sates’
Totd 72 69 65 57
WTOagi atue? 29 173 B2 10
WTOnanagriculture’ a4 45 40 a7
Rt em 26 29 65 23

Amex 1df e WTO Agreamett on Agiculure dfinesthe s of agicd tre asHS ChaptersQL to 24| essfish and fish
prodicts (Crepter3), pus s ected itemsfrom Chapters 29,3, 3,38, 41,43, 90, 51, 2 ad 8

b Excludngpetolem.

c 200

d 199

Nae  Snple arag taiffson WIO agi alture ae esi meted wsing the ad valorem et vaents (AVES) of duties assessed on a
non-advalorem besis, andshouid bei rer preted withcaution.

urce  WTO Seretariat esiimates, based on data provi ced by the authorities.
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scope of preferences for least developed countries,
granted by devel oped countriesinthecontext of GSP, and
granted auton o mously by arising num ber of devel oping
countries.

Slow paceof elimination of quo tas ontextiles
andclothing

Can ada, the Eu ro pean Un ion, and the United States cur-

rently maintain quotas on textile and clothing imports

fromcountriesintransi tionanddevel opingcountries, urt
der theWTO Agreement on Textilesand Clothing (ATC).

These were carried over into the WTO from the

long-standing Multi-Fibre Ar range ment (MFA) in 1995,

andareslatedtobeelimi nated by 31 December 2004. The

first two phases of the ATC product integration

programme, to bring this sector fully into GATT 1994

rules, were com pleted in 1995 (not less than 16% of base

line 1990 im ports) and in 1998 (not less than 17%), re-

spectively. Market access was also required to be im-

proved in the first and sec ond stagesof integration, by

quotagrowth ratesof at least 16% and 25%, respectively.

For Canada, the EU, and the United States, the evi-

dencestrongly sug geststhat mar ket ac cessfor tex tiles

and clothing products has been improved under the

ATCmainly by theap pli cation of quotagrowthratesin

the first and second stages of the integration

programme, since the elimination of quotas has, to
date, been mod est, withtheex cep tion of Nor way:

» Canada sfirststageintegrationprogrammecontaineda
productpreviously subjecttorestriction(work gloves),
anditssec ond stageintegration programme con tained
twocat egoriessubjecttoquotas(tai loredcol lar shirts
andtex tilehand bags);

« theEU’ sfirst stagein tegration programme con tained
only prod uctsnot subject torestriction, and itssec ond
stageintegration programmecontained prod uctsin 12
restrictedcat egories, af fectingfiveMem bersto vary-
ing ex tents;

» Norway progressively removedquotasautonomously:
14in 1996, 32in 1997, 5in 1998, and the re main ing
threeareto beelimi nated on 1 Jan u ary 2001,

« the United States' first stage integration programme
contained products not subject to restriction, and its
sec ond stageintegration programmecontained all or
part of 24 product categories, withspecificlimitsaf-
fecting three of these cat ego riesor combined cat ego
riesandsix Members, andtheother prod uct cat egories
ingroupor ag gregatelimits.

Prep arationsarebeing madefor thethird stageof inte
grationon 1 January 2002 (not lessthan 18% of baseline
1990imports). Inthisregard, theEuro pean Commission
has announced its proposed integration programme.
Third stageintegration programmesareto benoti fied to
the WTO by the end of 2000. Also in the third stage, quo-
tasareto bein creased by afac tor of 27%.

Quotasontex tilesand cloth ing prod uctsare also main
tained by India, aswell ason other prod ucts, for atran si-
tional period ending in April 2001. Pakistan maintains
guotasontextilesandclothing productsunder thecover of
thebal ance-of-paymentsprovi sionsof GATT 1994. Tur-
key’ squotasonsuchproductsaresubjecttoimplementa
tion of theresultsof thedisputeset tlement proceedingon
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themeasuresby Feb ru ary 2001.

Ris ing trend of anti-dumping and
countervailingmeasures

WTO Membersnoti fied 360ini ti ationsof anti-dumping
investi gationsin 1999, up 42% over 1998 (Chart11.3).In
1999, the Euro pean Union and In diaeach re ported the
highest number of initiations, at 68, followed by the
United Stateswith45ini ti ations(TableA.1). Countedtoc
gether, theEuro pean Union anditsMem ber Stateswere
the WTO Members most affected by initiations of
anti-dumping investigations (47), followed by the Re-
publicof Korea(34) and Japan(23), a thoughmany other
exporterswereal soaf fected, notably China(TableA.1).

Avail abledatafor thefirst half of 2000, how ever,indr
cate that the trend is sharply down. Between mid-1999
and mid-2000, re portshavebeenreceived of 235investi
gations initiated, compared to 323 in the same
year-earlier period. Most WTO Mem bersarereporting
fewerini ti ationsof investi gations. TheEuropeanUnion
continuestolead, with49ini ti ations, fol lowed by India
and the United States, each reporting 27 ini ti ations, and
Argentina,with23initi ations.

Onav er age, about half of ini ti ated anti-dumpinginves
tigations are terminated without measures being im-
posed, and the rest end with a definitiveanti-dumping
measurein theform of aduty or, much lessfre quently, a
priceundertakingby theex porter. Despiteasunset clause
of fiveyearsun der the WTO Anti-Dumping Agree ment,
theaccumulated stock of anti-dumping measuresisrising
steadily. As of mid-2000, an estimated 1,119 final
anti-dumping measures were in place, of which the
United States had the most (28%), fol lowed by the Euro-
pean Union (18%), South Af rica (9%), In dia (8%) and
Canada(8%). Countedtogether,theEuropeanUnionand
itsMem ber Stateswerethe WTO Membersmost af fected
by fi nal anti-dumping measuresin place (16%), al though
ex port ersfrom Chinaarethe most af fected on thewhole
(17%). Such measuresarerel atively com mononchemi-
cal prod uctsand basemet als, notably steel.

Theuseof counter vail ing pro ce dures—both interms of
the num ber of user WTO Mem bers, ini ti ations, and mea-
sures in force—+e mains much lower than for anti-dumping,
al though alsoon arising trend in 1999 (Table A.2). Asof
mid-2000, an estimated 85 final countervailing measures
were in place, of which the United States had the most

Initiations of anti-dumpinginvestigations,1999
EuropeanCommunities @ Poland 7
India i3] Venezuela 7
United States 5 Korea, Rep. of 6
Argentina 2 Philippines 6
Australia 3 Egypt 5
Canada B New Zealand 4
Brazil i Trini dadand Tobago 3
South Africa b Colombia 2
Mexico i Malaysia 2
Indonesia D Czech Republic 1
Peru 8 Slovenia 1
Turkey 8 TOTAL 360
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Chart 1.3
Initiations of anti-dumping and counter vailing i nvestigations, 1995-99
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Chart11.4
Producer Support Egimates (PSE) for Canada, the United States
the European Union and Japan, 1986-99
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(54%), mainly onstedl products, fol lowed by Mexico (12%).
It should be noted that al though anum ber of WTO Mem
bershavetradedefencelegislationinplace, theprocedures
areei ther not used at all or very infrequently. Fur ther more,
someWTO Mem bersdo not usetrade defencein stru ments
asamat ter of princi ple, notably Hong Kong, China.

Subsidiesremainanissue,inparticular
sup portto agriculture,again ontherise

Another area of concern is subsidies. In 2000, support
grantedtoair craftmanufacturerswasof particularcontro
versy, leadingtodisputeset tlement procedures. Some$4
bil lion of sub si diesto ex port erswasin volvedinthedis
puteset tlement procedureon For eign SalesCor porations
(FSC) brought by the Eu ro pean Union against the United
States; thiswasthelarg est sumeverinvolvedinadispute
brought to the WTO.

1n1999,the OECD esti matedtotal supporttoagri cul ture
ati 306 hil lion, up5.6% over 1998, ariseex plained by “low
world com mod ity prices, and the re sult ing pres sure they
put on farmin comes, [which] led many OECD countriesto
introducenew measuresor toprovideaddi tional supportto
farmers’. Pro ducer sup port granted in the areawas es ti-
mated ati 236.7 bil lion, of whichthelargest singleshareis
ac counted for by the Eu ro pean Union (45%), fol lowed by
Japan (23%) and the United States (21%); it should be
noted that the OECD figures do not segregatelessfrom
moretrade-distorting measuresof di rect pro ducer sup port,
notably supportinthe 18 greenbox” cat egoriesof Annex
2of theAgreement on Agri cul ture. The OECD also notes
that lev el sof sup port to pro duc ershaverisento match pre
vi oushighsestablished adecadeago (Chart 11.4), whenthe
Uru guay Roundwasunder way. Inrelationtothecom mit
mentsof WTO Membersunder theAgreementonAgri cuk
ture, the OECD notes, how ever, that:

The Uruguay Round Agreement on Agriculture
(URAA), with its disciplines on market access, export
subsi diesanddomesticsupport, providedaframework for
openinguptradeinagri cul tural products.Implementation
of thesecom mit mentsin 1999 —asinev ery year sincethe
URAA went into ef fect in 1995 —has helped fur ther inte-
grateagri cul tureintothemul ti lat eral trading system. But
many tradedistor tionsremain.

Inad di tiontotheir ef fectson do mestic consumers, pro
ducers, and theenvi ron ment, thesup port pol i ciesfor agri
cul tura producershavespillover ef fectsonworld mar kets
and ontheex port op por tu ni tiesof trade part ners, many of

Initiationsofcountervailingdutyinvestigations,

1999
EuropeanCommunities i South Africa 2
United States n Australia 1
Chile 4 |Venezuela 1
Canada 3 |TOTAL L

whicharedevel opingcountries. Thisunderlinestheimpor
tance of WTO Membersmakingmeaningful progressin
thecur rently engaged negoti ationsunder Arti cle20of the
AgreementonAgri cul ture, tocontinuethereformprocess.

Productregulationsand standards mayim pede
marketaccess

Products placed on the markets of WTO Members,
whether of domestic or imported origin, must comply
with the relevant regulations, where they ex ist, to meet
health, safety, and envi ronmental objectives. Suchmea
suresmay in cludeout right bans, notably inthecontext of
theimplementationof mul ti lateral envi ronmental agree
ments such asthe Mon treal pro to col, the Basel Con ven
tion or CITES. Also important are sanitary and
phytosanitary measures, which are taken to protect hu-
man, ani mal or plant health. Apart from SPS mea sures,
im portsmay be sub ject to prod uct reg u lationsand stan
dardstomeet publicpol icy objectives. Generally, theen
try of imported products is permitted subject to
conformity assessment proceduresconductedontheter ri
tory of thedesti nationmar ket.

TheWTO Agreementson Tech ni cal Bar riersto Trade
(TBT), and on Sanitary and Phytosanitary Measures
(SPS) recog nizeand en cour ageactivi tiesat theinter na
tional level designedtoreducebar ri erstotraderesulting
fromproductandproduct-relatedregulation,inparticular,
the development of international standards, guidelines,
andrecommendations. Suchactivitiesattheinternational
level reducepotential mar ket ac cessbar ri ersforimports
onthehomemar ket of eachWTO Member, andreducethe
potential bar ri erstoitsex portsonthird country mar kets.
A new development, encouraged by the SPS and TBT
Agreements, is the conclusion of mutual recognition
agreementson theresultsof confor mity assessment pro-
cedures, concludedbetweencountrieshavingestablished
confidenceineachother’ stestingenti tiesandprocedures.
Thetrend to con clude such MRAsis con fined —to date—
todevel opedcountries.
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Tablell.2
TBT notificationsd technical regulationsand standar ds, 19599

9% 19% 1997 108 199

Argentira. 0 1 0 1 16
Australia 20 18 26 12 35
Brazil 1 9 35 43 17
Careda 29 20 30 115 24
Czech Reublic 12 14 1 6 28
Europen Uri on® 123 123 437 276 185
Jepen 50 41 35 28 30
Korea Rep 13 9 14 8 22
Malaysia 1 19 12 28 98
Mexi co 29 27 29 35 34
Swizerland 4 12 21 7 22
Thaland 7 13 22 34 22
Urited States 33 40 33 35 49
Tota 365 460 796 648 672

a TheEurgpeanUnion and itsM emter States. Far ditals o Member State rotificati s, seeWT/TPRIS/72, p. 62, Teblel 116,
Source: WTO Secretariat.

Thesignif i cance of SPSmeasuresap pearsto haveex
pandedinrecent years. Developed countriesareheavy us
ers of such measures, mainly to protect food safety,
a thoughdevel oping coun tries are also using them with
greater frequency. By October 2000, the United States
had noti fiedtheWT O of thehigh est num ber of SPSmea
sures (341), followed by the European Union and its
Mem ber States(170), Mex ico (165), and Australia(120).
Thesignif i canceof TBT measuresalso ap pearsto have
ex panded, rising from 365 no ti fied measuresin 1995 to
672 measuresin 1999, in part due to the ex panded use of
suchmeasuresby devel opingcountries(Tablell.2).

Mar ket ac cess conditionsforservices

The ser vices sec tor, asiswell known, playsadom i nant
role in the econ o mies of most WTO Mem bers, both in
providingconsumer benefitsdi rectly throughheal th, edu
cation, and lei sure ser vices, and asasup port to busi ness
activities, through finance, communications, and trans-
por tation. Ser vicesistheleading sector of eco nomicac-
tivityinall high-incomecountries, itsimpor tanceislessin
lower-income coun tries, with some ex cep tions. Theim-
portance of the services sector in the world economy
greatly ex ceedsits sharein world trade, which was es ti-
mated at onefifthin 1999, mainly be causethesestatistics
only count cross-border transactionsand not ser vicespro
videdthroughaf fil i ates. Further more, thesamebasic pok
icy prescriptionsasinthegoodssector alsoapply, suchas
ensuringthat pol i ciesencour agerather thanim pedecont
peti tionandthat economicop er atorshavesomecer tainty
regardingthestabil ity of thepol icy framework. Inad di-
tiontodomesticben efitsfromagreater vari ety and com
petitive pricing of services, trading partners gain the
op por tunity for trade-rel ated devel op ment, based on ser-
vicestrade.

A key development in the multilateral trading system
wasthereforethe GATS Agree ment, which established a
framework of commit mentsby WTOMemberstobind, re
duceor elimi nateimpedi mentstothesupply of servicesby
foreignproviders, fol lowed up by theagreementsonbasic
telecoms and fi nan cial ser vicesin 1997 (Fourth and Fifth
Protocolstothe GATS, respectively). Just asisthe case of
thepol i ciesaf fecting mar ket ac cessfor goods, WTOMem
bersdisplay awidevari ety of ap proachesto ser vicesector
liberalization (Table 11.3). Within the sectoral commit
ments, all modesof deliv ery aregener aly providedfor, a-
though anum ber of WTO Membersmaintainrestrictions
oncom mer cial presence, and thescopeof ac cessfor deliv
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ery by mode 4-natural persons-is severely limited (just

busi nesstrav el lersandintra-corporatetransferees).

Al thoughthe GATS com mit mentsareof rel atively re-
cent vin tage, anum ber of WTO Mem bershaveactively
pur suedpri vatizationandderegulation, accel eratingthe
paceof autonomousliberal izationintheser vicessector,
andleadingtopol i ciesinplacethat aregeneraly morelib
eral —in somein stances, much more so —than those spec i-
fied in schedules. A compounding factor in the
telecommuni cationssectoristherapidrateof technologi
cal change, notably withrespect towirelesscommuni ca
tions,whichisleadingregulation. Thesedevel opmentsin
thesector under linethesignif i canceof meaningful prog
resson ex panding the scope of com mit mentsinthenego
tiations currently engaged under Article XIX of the
GATS, and boosting investor confidence by making
better use of the GATSframework tolock-inreforms.

A more comprehensive approach to GATS sectoral
commitments has been taken by newly acceding Mem-
bersof theWTO, a though thelimi tationson mar ket ac-
cessand national treat ment for the four modes of sup ply,
aswell asMFN ex emptions, aresimi lar tothoseof orig -
nal Mem bers. The 12 most re cently ac ceded Mem bers—
Albania, Bulgaria, Croatia, Ecuador, Estonia, Georgia,
Jordan, Kyrgyz Republic, Latvia,Mongolia, Omanand
Panama-—haveunder takencommitmentsinprofessional
services(mostly accounting,legal, tax ation, ar chi tecture,
and en gi neer ing), busi nessser vices (avery widerange),
communication services (but the coverage of basic
telecomisuneven), fi nancial services(insomecaseswith
importantex clusions),constructionser vicesanddistri bu
tion services. Coverage is most comprehensive in con-
struction, distribution, and financial services. Eleven
Membershaveundertakencommitmentsinenvi ronmental,
tourism, andtransport ser vices, ten Members inheal thand
social services,andineducationservices, nineMembersin
recreational ser vices, andfiveinaudio-visua services.

Major devel op mentsinthe ser vice sec tor were noted
fortheWTOMembersonwhichup-to-dateinfor mationis
avail ablethrough Trade Pol icy Reviews:

« Bahrain made com mit mentsun der the GATS and the
Fifth Proto col only oncer tainfi nancial ser vices, bind
ingtheex istingregimeinbank ing ser vices, whilethe
current regime on insurance services is more liberal
thanthe GATS commit ments;

* Bangladesh has pursued privatization of basic
infrastructural services such as telecommunications,
power gener ation, andtransport, theinef fi cient provi-
sion of which constitute a major impediment to the
country’ seconomicdevel opment by raisingthecost of
doingbusi ness;

« Brazil has reduced state involvement in services
through pri vat ization, opened themar ket for fi nancial
ser vicesto for eign banksin 1996, elimi nated the mo-
nopoly of thestate-ownedtelecommuni cationsoper &
tor and opened themar ket to com peti tion;

¢ the European Union opened the telecommunications
mar ket to com peti tionin 1998 under thelnter nal Mar
ketprogramme, reinforcingandextendingtheresulting
ac cesstofor eign ser vicespro vid ersun der the Fourth
Protocol tothe GATS, and made prog ressonthelnter
nal Market for financial services, also extending the
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“singlepassport” toforeignserviceprovidersunderthe
FifthProtocol;

* Iceland sopenregimefor the provi sion of servicesin
all sectorshby foreignsuppli ers(ex cept by mode4) was
boundinthe GATS;Israel, whichretainsastate-owned
telecoms operator, has opened the mobile telephony
market and the international calls segment of the
fixed-linemar kettocom peti tionby pri vateinvestors,
withforeignequity partici pation;

» Japanhaspursuedfi nancial sectorliberal izationsince
1997 and, inac cor dancewiththeFi nancial SystemRe
formLaw, liberalizedthesettingof brokeragecommis
sionsin 1999 and elimi nated the compartmentalization
of securi tiesbusi ness;

» Kenyahasbeguntoopenthedomestictelecomsmar ket
tocom peti tion, proposingto pri vatizethestate-owned
telecomsoper ator (for eignstakeswouldbesubjecttoa
30%ceiling);

» theRepublicof Koreaopeneditsser vicessectortofor
eigninvestment, notablyfi nancial, telecom, broad cast
ing, maritimeandair transpor tationser vices, and made
com mit mentsun der the Fourth and Fifth Pro to colsto
theGATSwhichimprovedconditionsof mar ket access
forforeignprovidersof fi nancial andtelecomservices,

» Nicaraguaeliminatedthestatemonopoliesininsurance
and postal ser vicesin 1996, has scaled back state in-
volvementinbanking, anddecidedthepri vatization of
the state-owned telecoms op er ator in 1998, al so open
ingupseg mentsof thetelecomsmar ket tocompeti tion;

» Norway openedfi nancial ser vicestofor eigncom peti-
tion, withcondi tionsoncommer cial presence, andfully
liberalized telecommunications in 1998, eliminating
themo nop oly rightsof thestate-owned op er ator;

» Papua New Guinea has begun to open the domestic
telecoms market to competition, planning for the
state-owned telecomsop er ator toloseitsmonopoly in
2002, whenfor eignsup pli erswill beal lowedentry;

» Perudramati cally reducedor elimi nated stateinvolve
ment in financial, transport, power generation, and
telecomser vicesthroughpri vatization,andencour aged
foreigninvest mentinthesesectors, including by com
mit mentsunder theGATS;

« thePhilippineshasreducedstateinter ventionintheser
vicessector through pri vatization, andhasliber al ized
foreignequity partici pationinfi nancial services;

» Polandhasopenedthemobiletelephony mar ketandon
fixed line services, removed the state monopoly on
long-distanceand |o cal tele phone callsin 1999, for do-
mestictelex and tele graphic ser vicesin 2000, and isto
removethe mo nop oly on long-distance callsin 2003;

» Romaniahasdramati cally reduced or elimi nated state
involvementinser vicesthroughpri vatization, adopted
apol icy of open non-discriminatory ac cessfor the es
tablishment of banks (subject to prudential regula
tions), and on telecoms, opened the mar ket for mo bile
telephony andistoopenbasicser vicestocom peti tion
in 2003;

» Singaporehasremovedforeignowner shiprestrictions
inbank ing ser vicesand ad vancedto April 2000, by two
years, thefull opening of thetelecomssector, removing
all restrictionsonfor eigninvest ment;

e Tanzaniahasdramati cally reducedor eliminated state
involvement in services through privatization, and
opened services to competition, notably in telecoms
andfinancial services;

* Thai land madeuseof theFifth Proto col tothe GATSto
openfi nancial servicestocom peti tion, asakey aspect
of itsactionto over cometheef fectsof thecri sisthat be-
ganinmid-1997, andin creased com peti tionintelecom
ser vices, which are to be opened in 2006.

Intellectual property protection

A key devel op mentinthemul ti lat eral trading systemis
the WTO TRIPS Agree ment, which estab lished aframe-
work of rulesonmini mumlev elsof protectionforintel-
lectual property rights (IPRs) and the means to ensure
theirenforcement. Intel lectual property protection, which
referstocreationsof themind, isdi videdintotwo cat ego
ries: industrial prop erty, whichin cludesinventions(pat
ents), trade marks, industrial designs, and geographic
indi cationsof source; and copy right, whichincludesliter
ary and ar tisticworkssuchasnov el's, poems, plays, films,
musical works, paintings, photographs, sculptures, and
ar chi tectural designs, aswell astherightsof per formers,
producersof soundrecordingsandbroadcastingor gani za
tion. Protectingintel lectual prop erty rightssuch as pat-
entsand copy right preservesthein centivefor creativ ity
andinventiveness, whileintheareaof distinctivesigns,
suchastrademarksandgeographical indi cations, itsmain
purpose is to protect the consumer and prevent unfair
competi tionbetweenproducers. Intheareaof pat ents, ant
other benefitistofoster disclosureof inventions. Thepro
tectionof intel lectual prop erty rightshasal so beenfound
tobeconducivetofor eigndi rectinvest ment andtech nok
ogy transfer,whichareparticularlyimportantconsider
ationsfor devel oping countriesadopting|PRregimes.

When the WTO agree mentstook ef fect on 1 Jan u ary
1995, developed countries had one year to ensure that
their laws and practices conformed with the TRIPS
Agreement, devel opingcountriesand (under cer taincon
di tions) transi tioneconomieshadfiveyears, andleast de-
veloped countries had 11 years. Thus, as of 1 January
2000, devel opingcountrieswererequiredtohaveimple
mented the TRIPS Agreement, and the TRIPS Council
hasbeenreceiving noti fi cationstothisef fect and estab
lished asched ulefor the post-2000 review of legislation.
Implementation of the TRIPS Agreement hasal so beenat
issueindisputesettlement proceedings.

Majordevel opmentsintheareaof intel lectual property
rightswere noted for the coun triesthat werethe sub ject of
Trade Pol icy Reviewsdur ing the period cov ered by this
Report:
¢ Bahrainisintheprocessof updatingitsnational legisla

tiontoreflect TRIPSobligations,includingonpatents,

trade marks and industrial de signs, and has made ef-
fortstostep up enforcement, especially withregardto
copyrightprotection;

* Bangladesh(aleast devel opedcountry)isupdatingits
intel lectual property right lawswithaview tobringing
theminto linewith the pro vi sionsof the TRIPS Agree-
ment by 2006;

« Brazil has passed re vised copy right, pat ent, and trade
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mark legislation since 1996, and ap pearsto have made
considerable gains on enforcement of Brazilian laws
against video and soft ware pi racy, and for eign and do-
mesticcopy right holdershavesuccessfully usedthede
mesticlegal systemto pur suetheir rights(al thoughthe
deterrentvalueof fineserodedbyinflationisanissue);

» theEuropeanUnionhastakennew har moni zationink
tiativesforthelegal protectionof biotechnologicalin
ventions and of designs, plans to do so for the
patentability of com puter pro grams, and intendsto es
tab lish new uni tary rightsthrough a“ Com mu nity de-
sign” anda“ Commu nity pat ent”;

* Icelandamendeditspat entandcopy rightlegislationto
achieve compatibility with the TRIPS Agreement in
1996, notably grantingfull protectionto phar maceutk
cal products;

* Israel hasbeen amend ing its lawsto com ply with the
TRIPS Agree ment by 2000, and has aspe cial po lice
unit dedi cated to enforce ment since May 1999;

» JapanamendedthePat ent Lawin 1998to providead di
tional measures against patent infringements, and in
1999to shortentheperiodfor requesting pat entex am¥
nationfromsevenyearstothreeyears, improvethereg
istration system for patent term extension as well as
reduce patent fees, and also amended the Copyright
LawinJunel1999tocom ply with1996 WIPOtreaties;

» Kenyahasbeen amend ing itslawsto com ply with the
TRIPS Agree ment by 2000;

» theRepublicof Korealaunchedin April 1998 the“In-
tel lectual Property Great Leap ForwardPol icy” toraise
competitivenessthroughstrengthenedinventiveactivi
tiesandenhanced protectionof IPRs, enactinglegisla
tiononPRs, notably pat entsin 1999, trade marksand
designsin1998, andenhancingenforcement by raising
the ceil ing on fines by 150%;

» Nicaragua, under the terms of a bilateral agreement
withtheUnited States, enacted alevel of IPR protection
that exceeds commitments under the TRIPS Agree-
ment and advanced its implementation date by six
months, to mid-1999;

» Norwayissuednewregulationsoncopy rightin1997to
implement the obligations to foreign right holders
stemming from the various international treaties to
which Nor way isparty, and provi sionson | PR pro tec-
tion at the bor der in 1996;

» PapuaNew Guinea(aleast devel oped country)intends
to adopt legislationonIPRs(which cur rently cov ers
only trade marks);

» Peruenactedlawsonindustrial property and copy right
in 1996, and seeksto pro motetheprotection, at thein
ter national level, of thetradi tional knowl edgeof local
andindigenouscommunities;

* thePhilippinesenactedthelntel lectual Property Code
in 1998, and also estab lished a Bu reau to which com
plaintson | PR-related cases may be ad dressed, asan al-
ternativetojudicial avenues;

» Polandintroduced newlegislationonindustrial prop
erty protection along with amendments to copyright
lawsef fectivefrom 1 Jan u ary 2000, aimed at meet ing
TRIPScommit mentsand har moni zationwiththeEU;

* Romaniareviseditslegislationto meet commit mentsur
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der the TRIPS Agree ment and har mo nizewiththe Euro
pean Union, notably by new lawson copy right in 1996,
theprovi siona protectionof pat ents, new plantvari eties,
andtheprotectionof trademarksandgeographical indi ca
tions in 1998, notifyingitslegislationfor reviewtothe
WTO beforetheend of thetran s tional period,;

¢ Singaporeintroducedanew pat entslaw in 1995, copy-
right pro tec tion for com puter pro gramsand sound re-
cordingsin1998, anew TrademarksActin 1998, anda
new Geographical Indi cationsActin1998, notifyingits
legislationfor review totheWTO beforetheend of the
tran si tional period, and hasaspecial policeunit dedi-
catedtoenforcement;

e Tanzania (a least developed country) introduced the
Copy right Actin 1999 and in tendsto com ply with the
TRIPS Agree ment by 2006; and

e Thailand introduced a new Patent Act in 1999,
amendeditsTrademarksAct, notifyingitslegislationto
theWTO beforetheend of thetran si tional period, and
established a judicial instance to hear complaints on
IPRinfringementsin 1996.

Regional trade agree ments

Virtuallyall WTOMembersarepart nersinatleast onere
gional trade agree ment (RTA), and many are part nersin
two or more; the ex cep tions are Hong Kong, China; Ja-
pan; Macau, China; and Mon go lia. Cross-regional trade
agree mentsare also ontherise, link ing part nersin North
and Latin Amer ica, aswell aslink ing part nersin Eu rope
with coun triesin the west ern hemi sphere. Such linksare
also planned by countriesin Af rica, Asia, and Eu rope.

In the western hemisphere, NAFTA links Canada,
Mex ico, andtheUnited Statessince 1994. Inrecent years,
Can adahascon cluded afree-trade agree ment with Chile,
thenegoti ationswith EFTA areinthefi nal stages, talks
with Costa Rica and with MERCOSUR are under way,
andthepossi bil ity of suchnegoti ationswith Singaporeis
being explored. Mexico and the European Union con-
cluded afree-tradeagreement, whichenteredintoforcein
July 2000 and se cures NAFTA-like treat ment for Eu ro-
pean enterprises on the Mexican market. The United
States con cluded afree-trade agree ment with Jor danin
2000 (which contains, asanintegral part of the FTA, pro-
visions on internationally recognized worker rights and
envi ronmental standards) , andfast-track negoti atingatt
thor ity existsfor free-tradeagreementswith Chile, theRe
publicof Korea, Singapore, and Tur key.

IntheCaribbean, the13-member CARICOM concluded
free-trade agreements with the Dominican Republicand
Cuba. Other customsunionagreementsarein placeinCen
tral and Latin Amer ica, such asthe CACM (CostaRica, El
Sal vador, Guatemala, Honduras, andNicaragua), theAn
dean Commu nity (Bolivia, Colombia, Ecuador, Peru, and
Venezuela), and MERCOSUR (Argentina, Brazil, Para
guay, and Uruguay). Anini tiativetolink each of thesecus
toms un ions with MERCOSUR and with each other was
launchedin August 2000. For thewest ern hemi sphereasa
whole, the goal of a Free Trade Area of the Americas
(FTAA) by 2005remainsinplace, withwork continuingin
2000 on non-tariff bar ri erstotrade.

In 2000, the pace of conclusionof RTAsin Central and
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LatinAmericacontinuedtobevery rapid. CACM isnego
ti atinganagreement with Chile, the Andean Community
is negotiating an agreement with Brazil, and
MERCOSURisnegoti ating anagreement with Panama.
Mexico, which aready has agreements with Bolivia,
CostaRica, andNicaragua, concluded agreementswithEl
Sal vador, Honduras, and Guatemal a, startednegoti ations
on afree-trade agree ment with MERCOSUR, and has nu
merous bilateral agreementsundernegoti ation, notably
with Brazil, Ec uador, Peru, and Uru guay.

In Europe, theEuro pean Unionislinked by bi lat eral
free-tradeagree mentstothecountriesin Central and East
ern Eu rope, agroup of which arelinked by CEFTA (Bul-
garia, the Czech Republic,Hungary, Poland, Romania,
the Slovak Republic, and Slovenia), whilean other group
islinked by the Bal tic Free-Trade Area(Estonia, Lat via,
andLithuania). Each of thesecountriesisengagedin ac-
cession negoti ationswiththe EU, and aretherefore con
cluding free-trade agreements with partners to paralel
those con cluded by the EU. For its part, the EU iscon sid-
eringin 2000 thein sti tu tional changes needed to ac com
mo dateenlargement totheeast.

The EU is negotiating second-generation bilateral
free-trade agree mentsbased on arecipro cal ex change of
pref erenceswithpart nersintheMedi ter raneanandNorth
Africa, aspart of thepro cessof establishingaEuro-Med
free-trade area by 2010. The EU also concluded a
free-trade agreement with South Africa, which entered
into force in 2000. Fol lowingitsstrat egy of concluding
free-trade agreements with dynamic emerging market
econ o mies, the EU be gan discus sionson an agree ment
with MERCOSUR, in March 2000. The EU has also pro-
ceededwithdiscussionswiththe Gulf Cooper ation Count
cil (GCC).

Alsoin Europe, theremaining membersof EFTA are
linkedtotheEU by free-tradeagreements, complemented
by the EEA or bi lat eral agree mentsinthecaseof Swit zer
land. EFTA itself has concluded free-trade agreements
withanum ber of countriesin par a lel tothose con cluded
by the EC. Cur rently, EFTA ispur suing free-tradeagree-
mentswith ex tra-regional tradepart ners, notably Canada
andMexico.

A num ber of recent RTAsin Europeand Central Asia
concerntheintegrationof countriesof thefor mer USSR,
aswell aswith their neigh bours. In 1994, the CIS States
agreed to cre ate afree-trade arealink ing Azerbaijan, Ar-
menia, Belarus, Geor gia, Moldova, Kazakhstan, the Rus
sian Fed er ation, Ukraine, Uzbekistan, Tajikistan, andthe
Kyrgyz Republic. A customs union agreement between
the Kyrgyz Republic, the Russian Federation, Belarus,
and Kazakhstan en tered into force in 1997 and is to be
fully completed by 2003. A large number of bilatera
agreementshaveal so been con cluded, notably amongthe
Kyrgyz Republic, Kazakhstan, Moldova, the Russian
Feder ation, Ukraine, and Uzbekistan.

In Asia, themem bersof ASEAN —Brunei, Cambo dia,
Indonesia, Laos, Malaysia, Myanmar, the Philippines,
Singapore, Thai landand Viet Nam—mettoagreethefinal
phaseof tariff liber al izationtoestablishafree-tradearea
by 2005. ASEAN and the Australia-New Zealand CER
areconsideringalink agethroughafree-tradeagreement.
Inthe mean time, Sin gapore and New Zealand have con

cluded a free-trade agreement. Also in Asia, Japanhas
shifteditslong-standing pol icy of mul ti lat eral-only trade
liberalization to consider the conclusion of bilateral
agreements to deepen trade and investment interdepen
dencewith SingaporeandtheRepublic of Korea, aswell
as other trade part ners, and to meet the chal lenge of the
trendtoregional integrationinother regionsand between
regions. TheRepublicof Korea, whichbegannegoti a
tions on a bilateral free-trade agreement with Chile in
1998, is now considering regional and bilateral trade
agree mentsasauseful meansof securing greater mar ket
accessfor Korea sex portsinresponsetotherecentfi nan
cial cri sisandgrowingregional ismelsewhere. Sri Lanka
and Indiaagreedtoim plement their free-trade agree ment
con cluded in 1998.

In Af rica, cer tain mem bers of the Eco nomic Com mu-
nity of West Af ri can States(ECOWAS) —Benin, Burkina
Faso, Ghana, Mali, Niger, Ni geria, and Togo —agreed to
establishacommonexter nal tar iff by 2001 andtook steps
toliberal izethemovement of nat ural per sons. The South
ernAfri canDevel opment Community (SADC)treaty has
beenrat i fied by ten countries—Bot swana, Lesotho, Ma
lawi, Mauri tius, Mozambique, Namibia, Tanzania, South
Africa, Swaziland, and Zimbabwe—andaimstoachievea
free-tradeareaby 2004. The 20 mem bersof the Com mon
Market for Eastern and Southern Africa (COMESA)
agreed to launch afree-trade area by Oc to ber 2000, sup-
ported by closer monetary cooperation. The Economic
and Mon etary Com munity of Central Af rica(CEMAC),
whichiscom posed of Camer oon, theCentral Afri canRe-
public, the Congo, Gabon, Equatorial Guinea, and Chad,
aimsto prog resstowardseco nomicunion. Themembers
of the Un ion économique et monétaire de I’ Afrique de
I’Ouest (UEMOA) established their customs union on
sched ule at the start of 2000.

In the Middle East, the Gulf Cooperation Council
(GCC), which is composed of Bahrain, Kuwait, Oman,
Qatar, Saudi Arabia, and United Arab Emirates, agreedin
November 1999toestablishcom monex ter nal tar iffsby
2005, ful fill ingthe Council’ slong-standingambi tionto
achieve acustomsun ion. The mem bers of the GCC are
also part of the ef fort |aunched by the Arab L eague (in ad-
di tion to GCC mem bers, Egypt, Irag, Jor dan, Leb anon,
Libya, Morocco, Syria, and Tu ni sia) to estab lish acom-
mon mar ket by 2007.

On thebasis of these devel op ments, thereisno doubt
that thetrend tothecon clusionof RTAs, whichtook off in
the 1990s, con tin ued to be very strong in 2000; in deed,
per hapstheterm*regional” isincreasingly super fluousto
describetheplethoraof new agreementslinkingcountries
aroundtheglobe. Themoti vationisthat such agreements
per mitthepart nerstoac cel er ateand deepentradeandin
vestmentliberal izationonabi lateral or plurilateral basis,
aswell asaddressotherissuesof commer cial signifi cance
in economic relations, notably technical standards and
regulations, government procurement, intel lectual prop
erty protectionorcooper ationoncompetitionpolicy.Asa
result, participants reap the advantages of closer eco-
nomicintegration and their growth pros pectsare cor re-
spondingly strengthened, of wider benefit to trading
part ners. Onthenegativeside, regional tradeagreements
gener ally compriseaspectsof pref er ential treat ment, no
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tably with re spect totradein goods, that re sult in trade di-
ver siontothedet ri ment of third par tiesand under minethe
bedrock principle of the most-favoured-nation. (APEC,
by contrast, isan ex am ple of “open” region al ism since
pref er encesarenot part of itsliber al izationagenda.) On
balance, however, experience has shown that the
twin-track ap proach of regional and mul ti lat eral liber al-
ization canfruit fully co-existif WTO princi pleson such
agreementsarefully respected.

It hasbeen ar gued that the post- Seattletrend toregional
integration could strengthen, if disap point ment withthe
mul ti lat eral trad ing systemisal lowed to take hold. Al-
thoughitistooearly todraw any conclusionsonthisissue
(noting thefor ward agendaof theWTO, describedinpre-
Vi oussections), cer tain aspectsof theinter facebetween
regional and mul ti lat eral integration need to beem pha
sized. A first aspectisthat pref er ential ac cessre mainsof
abidingcommer cial inter estinar easwheretariffsremain
high, leadingWTO Membersto continuetobeat tractedto
theregional option—justlikeac cessthroughGSPor sim -
lar programmes. At the sametime, one coun try’s pref er-
enceisathird party’ sdiscrimi nation, including through
rulesof ori gin, of particular con cernat atimeof rapid pro
lif erationof RTAs. A secondaspectisthat many countries
seek ingtoachievethegainsof economicintegration con
sider theregional optiontoyield quicker resultsthanwhen
a multilateral consensus needs to be secured, although
many also consider that regional integration preparesthe
round for amul ti lat eral pro cess. A third aspectisthat ne-
goti ationof mul ti pleRTAsbur denstheal ready scarcene
gotiating resources of developing countries, while
mul ti lat eral negoti ationsprovidescopefor moreconcen
trated actionand resultsinthisregard.

Moregener ally, the WTO, with itslarge and grow ing
membership and its effective dispute settlement proce
dures, isthemost ef fec tive fo rum for wide-ranging mar-
ket access agreements or for a universal framework of
rulesontrade measures. Thus, theprotectionof intel lec-
tual prop erty rightsismorevaluableonaglobal basisthan
onabi lateral or plurilateral basis. Achievingthereform of
poli ciesincertainissues—notably supportpol i ciestoagri
cul tural producers—hasproved morefeasi bleat themul ti
lateral level. Furthermore, securing open markets for
goodsand ser vicesonaglobal basisismoreap propri ateto
the commercial strategies of enterprises in globalized
markets than the re gional op tion. Hence, even asWTO
Membersex ploretheregional option, signifi cantcentrif
ugal forcesalsofavourthemul ti lat eral trading system.

INTEGRATING LDCS IN THE WORLD
TRADING SYSTEM

Overview

Alow level of participationinworld trade
heUnited Nationshasclassi fied 48 countriesas|east
devel oped countries(LDCs), based onsocial andeco

nomic cri teria, of which 29 are WTO Mem bersand nine
areintheprocessof accession.

Themost obvi ousmani festationof thedif fi cultsitua
tion of LDCsintheworld trad ing systemistheir al most
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Volatile commodity prices have led to unstable export
earningsof LDCs. (ILO Photo)

continuously declining share in world merchandise ex-
ports. Thisshare was down to 0.4%in 1999, from 0.7%in
1980, while these countries ac counted for 10.4% of the
world'spop ulation. Thedeclinelargely reflectsthe con
tin ued im por tance of pri mary commodi tiesin LDC ex-
ports, ac counting for 80% or more of to tal mer chandise
ex portsinall but ahand ful of LDCs. Com mod ity prices
havealsoex hibitedasignifi cantdegreeof vol atil ity, |lead
ingtounstableex port earningsandimport ex pendi tures
for the LDCs. In contrast, manufactures have been the
fast est grow ing com po nent of worldtrade.

Signifi cantdif fer encesareap par entbetweenLDCsin
termsof themag ni tude of trade, itscom po si tion, and per
for mance over time. Of the 48 coun tries in the group of
LDCs, just 15 ac count for some80% of L DC ex ports. Fur
ther more, not all LDCssaw their sharein world mer chan
dise trade de cline over time (Chart 111.1). Coun tries that
areex portersof manufactureshave(withtheex ceptionof
Mad agascar) per formed abovetheworld av er age; for ex
ample, Bangladesh, whoseex portsare mainly manufac-
tured products, saw its share of world exports rise
(although still tiny). Above-average export and import
growthwasal so ex peri enced by afew countrieswhoseex
ports are domi nated by pri mary commodi ties. Negative
ex portandimport growth (left bot tom quad rant) waspres
ent only in coun tries that have been suf fer ing from pro-
longed civil strife.

Growth reduces pov erty and open ness to trade
improves growth pros pects

TheWTO Secretariat hasrecently notedthat “tradeliber a-
izationisgener ally astrongly posi tivecontrib utor to pov
erty al levi ation—ital lowspeopletoexploittheirproductive
potential, assistseconomicgrowth, curtailsarbi trary policy
inter ventionsand hel pstoinsulateagainst shocks'.
Thisconclusionisbackedby empiri cal research. Open

ness of the economy has proved to be a major factorin
eco nomic growth, strongly asso ci ated with per capitain
come growth. In a study of 122 countries for 1970-90,
“open” economiesout per formed*“ closed” economieson
economicgrowth, avoidanceof extrememacroeconomic
cri sis, and structural change: growth ratesof “open” econ
omiesav er aged4.49% between 1970and 1990, com pared
tojust 0.69%for “closed” economies. Thisconcurswitha
new study from the World Bank which, using datafrom
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Chartlll.1
LDC average annual rates of growth of trade 1987-97
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80 coun tries over four de cades, con firmsthat open ness
boosts eco nomic growth and that the in comes of the poor
rise one-for-one with over all growth. Open nessto trade
hasal sobeenfoundtobecor relatedwithreduced pov erty.
When countriesweregrouped ac cordingtotheir degreeof
openness (measured as low anti-export bias), a World
Bank study found that “integrat ing” countriesim proved
inall importantsocial indi cators, fromlifeex pectancy to
infant mor tal ity rate, toadultil liter acy rate(Chart111.2).

The World Bank re cently noted that:

Ascountriesbecomericher, onav er agethein ci dence
of pov erty fals. Other in di cators of well-being, such as
av er agelev elsof educationandhealthtendtoimproveas
well. For these reasons, economic growth is a powerful
forcefor pov erty reduction. Thisob ser vationisnot the
end of the story, for it raises the questions of what causes
eco nomicgrowthandwhy countrieswithsimi lar ratesof
economicgrowthcanhavevery dif fer entratesof pov erty
reduction.

The World Bank goes on to note that the pov -
erty-reducing effects of economic growth are enhanced
by poli ciestopromotesocial devel opment, suchaseduca
tion and institution-building, and therefore economic
growth and social development have to be viewed to-
gether, and not in a se quence.

Based onthesestudies, least devel oped countries seek-
ing toim provetheir growth prospectsare en cour aged to,
inter alia, opentheir traderegimesand im ple ment ap pro-
priately sequenced outward-oriented reforms that will
permit trade diversification and expansion. The World
Bank has underlined that, in addition to the
growth-promoting pol i ciesthat can be adopted, pov erty
reductionrequiresappropri atepol i ciesof sup port, nota
bly educationandinsti tution-building.

Inadditiontotheef fortstobemadeby countriesandthe
commu ni tieswithinthem, global actionsareal so needed.
Thus, theWTOhasestablishedaPlanof Actionfor LDCs,
toremovemar ket accesshar ri ersand sup porttradedevet
op ment through tech ni cal assistance. AtUNCTAD X, a
pro posal for aPlan of Actionfor LDCswasagreed witha
view totheThird United NationsConfer enceonthel east
Developed Countries(UNLDCIII), whichistobeheldin
May 2001. Fur ther more, theIMF-World Bank ini tiative
for Heavily In debted Poor Countries (HIPC) makesavail-
able debt relief for the 42 heavily in debted LDCs. Inall
cases, increasing at tentionisbeing paid to bring ing to-
gether reformsand capacity-building programmesinvar i
ousar easof pol icy inacom prehen siveand multi-faceted

Chart I11.2
Lifeisbeter in the countries that are integrating into the global economy
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devel opmentstrategy.

WTO Plan of Ac tion for LDCs: Mar ket ac cess
andthelntegrated Framework

The Plan of Ac tion for LDCs was adopted at the First
WTOMuinisterial Meeting, heldinSingaporein1996. The
“Declarationfor aPlan of Action” asked WTO mem ber
countriesto provideen hanced mar ket ac cessfor LDC ex
ports and asked multilateral institutions — WTO, WB,
IMF, UNDP, UNCTAD and ITC — to provide an inte
grated frame work for trade-related as sistance. Thiswas
fol lowedupwiththeHigh-Level Meeting (HLM) oninte
grated Initiatives for Least-Developed Countries Trade
Devel opment held on 27-28 Octo ber 1997, which estab
lishedthelntegrated Framework.

Toalargeex tent, mar ket ac cessis deter mined by the
range of tar iff and non-tariff bar ri ersinfor eign mar kets.
Strat egiesforimproving mar ket accessfor LDCsinclude
reductions and eliminations of tariffs on a
most-favoured-nation (MFN) basis, inwhich caseall trad
ing part nersben efit, or onapref er ential basisandthere-
foretar geted at LDCsspecifi cally, notably through GSP
or simi lar programmes. How ever, LDCs' capacity touse
themar ket ac cessop por tu ni tiesavail abletothem—both
ex isting and en hanced —isalso strongly af fected by, and
linked to, domestic supply-side and policy constraints,
which aread dressed through the Inte grated Frame work.

Initiativestoim prove mar ketac cess for LDCs

Ap prox i mately 70% of the 112 tar iff linesthat form the
bulk of LDC exports to their 23 main markets are duty
free, ei ther on an MFN ba sis or in the con text of GSP
programmes, leaving 30%subject totar iffs. Thesetariffs
areof tenabove-averageby virtueof the* sensi tive” nature
of theunder lyingprod uct (notably textilesand clothing,
and agri cul tural prod ucts). Other tar iff bar ri erstotrade
devel opmentincludetariff escalation,accordingtowhich
thelevel of thetar iff riseswiththestageof processing, dis
couragingmoreintensivemanufacturing. LDCshaveal so
calledattentiontoquanti tativerestrictionsontextilesand
clothingitems, and on sugar, and to other non-tariff bar ri-
ers, suchasnon-automaticimportli censing, priorauthork
zation, state trading, other administrative restrictions,
standards and SPS restrictions, etc. affecting products
such as fish and fish prod ucts, frozen foods, meat, hides
and skins, and leather.

A num ber of WTO Mem bershaveidenti fied ways of
improvingmarketaccessforLDCsonapref erential basis,
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ei ther throughtheir GSP programmesor on an other basis.

AttheHLM, sev eral Membersprovided detailsonexist

ing or planned measures of en hanced mar ket ac cessfor

LDCs—theEuro pean Union, Nor way, Morocco, United

States, Mauritius, Hungary, Republic of Korea, Singa

pore, Canada, Japan, India, Switzerland, Thai land, Egypt,

Turkey, Australia, and Bulgaria. Notifications of im-

provements were made to the WTO by the European

Communities, Switzerland, Canada, Republicof Korea,

Turkey , Egypt, Mauri tius and the United States; Singa

porehad noti fiedim prove mentsat theHL M.
AttheThirdMinisterial ConferenceinSeattleinNo

vember 1999, the Euro pean Union and Japan an nounced
theirintentiontoopentheir mar ketstoessentially all prod
ucts from LDCs. This under tak ingwasfol lowed by the
proposal by Canada, theEuropean Union, Japan, andthe
United States—the Quad Proposal - at theGen eral Council
inMay 2000toim plement “both tar iff-freeand quota-free
treat ment, consistent withdomesticrequirementsandin
ter national agreements, under their pref er ential schemes,
for essentially all prod uctsorigi natinginLDCs”, joined
by the Czech Republic, Iceland, Poland and Slovenia.

TheWTOwasalsoinformed by Hong Kong, Chinathat it

grantsduty-freeand quota-freeac cesstoim portsfromall

sources, includingtheL DCs, and by Hungary andtheSlo
vak Republic, that uncondi tional duty-freeandquota-free
ac cessisgranted toim portsfrom LDCs.

Major developments in the market accessconditions
for LDCsin the Quad, in 2000, in clude:

» Canadaextendedthescopeof itsGeneral ized Pref er ent
tial Tar iff (GPT) schemeto en com pass550 ad di tional
itemsfor which duty-free ac cessisgranted for im ports
fromLDCsasof 1 Septem ber 2000, raising to 90%the
share of duty-freelinesfor LDCs;

« theEuropean Unionandthe ACP States(onethird are
L DCs) con cluded the Coto nou Agree ment to suc ceed
the Fourth Lomé Convention, which contains the
pledgetoim ple ment duty-freetreat ment for theLDCs
by 2005, and the Eu ro pean Com mission pro posedin
September 2000tothe Council of theEuropeanUnion
to modify the European Union’s GSP programme to
grant duty-free and quota-free ac cessfor “ev ery thing
but arms’ of the LDCs;

« Japanisestablishinganew, special pref erential system
for LDCs, sep aratefromits GSP programme; and

 theUnited Statesen acted the Af ri can Growth and Op-
por tunity Act (AGOA) andtheCaribbeanBasin Trade
Partnership Act (CBTPA), which grant preferential
treat ment on cov ereditemsfrombenefi ciary countries
meetingtheel i gi bil ity condi tionsunder therespective
Acts.

Integrated Frameworkto build capacity

Firstex perienceswiththelntegrated
Framework

Thelntegrated Framework (IF) for theLDCsisapart ner-
shipbetweensix agencies—IMF,ITC,UNCTAD, UNDP,
WB, and WTO —and LDCsto pro vide them with as sis-
tancetointegrateintheworld economy. Thesix agencies
man agethelF pro cessthrough an Inter-Agency Working
Group (IAWG), chaired by the WTO.
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Thriving market: cooperative efforts by the WTO and
other agenciesareaimedatintegratingtheLDCsintothe
world econ omy. (ILO Photo)

Akey princi pleof thel Fispartici pationandowner ship
by theL DCs. For that reason, theWTOinvitedevery LDC
to sub mit a“Needs Assessment” for trade-related assis-
tance,includingphysi cal infrastructures, humanandinstk
tutional capacity-building, at theout set of thel Fex er cise.
In their assessments, the authorities in most countries
identi fiedthemajor obstaclestotradeex pansionassupply
con straints and lack of capac ity. The needs ranged from
trainingininfor mationtech nol ogy and assistancetoim
provecustomsad ministration, throughtransport and stor
ageinfrastructures, toissuessuchastelecommuni cations,
andelectri cal power. Another major needwastradeanal y
sisand pol icy ex per tisefor ex port promotion, for theim
plementation of WTO agree ments, andto build capacity
topartici patemoreef fectively intheWTO.

Thesix coreagenciesprovided“Integrated Responses’
based on existing programmes and budgetary commit
mentsby each agency, co or di nated among agen ciesin or
der to avoid overlap. The Needs Assessment and
Integrated Responsealsoformedaninputintothe Round
Table” organized with donors during the High-Level
Meeting that launched the Integrated Framework in
Genevain Octo ber 1997. Countriesranked and up dated
their needsinor der to present them at trade-specific do nor
consul tationsinthe context of Con sul tative Group meet
ingsor ganized by theWorld Bank or roundtablemeetings
organized by UNDP, where an endorsement of the
multi-year programmeof trade-related assistancewasarn
tici pated. Theseconsul tationswereex pectedto produce
addi tional pledgesof assistanceby donors.

Fivecountriesor ganizedtrade-related Round Tablesin
thecontext of the | F between Decem ber 1998 and March
2000: Uganda, Tanzania, Haiti, Gambia, and Bangladesh.
For the countries involved, the process of designing
programmes of proposed trade-related assistance pre-
sented anim por tant op por tunity tobuild capacity andco
ordination on trade issues. Each country established a
steeringcommitteetocoor di natethedif fer entagenciesof
itsad ministrationthat deal withtradeissues, inconsul ta
tionwithrepresentativesof thepri vatesector, inter ested
donors, andrep resentativesof academia. Steering com
mitteesfor mulated objectivesfortradepol icy and pri or i
tiesfortrade-related assistanceconsistentwiththeover all
devel opmentstrategy.

In Uganda, the presence of donors and pri vatesector



2000 REPORT

representativesinitssteeringcommitteefacil i tatedacon
sistentrank ingandfull fi nancing of thepri ori tiesidenti-
fied by the programmeat the Con sul tative Groupin 1998.
AttheConsul tative Group of March 2000, the pledgesfor
the Inte grated Frame work and JITAP programmeswere
renewed, withtrade anintegral com po nent of the coun
try’ sPov erty ReductionStrat egy Paper (PRSP). Tanzania
alsoreceived the ex pected sup port for trade-rel ated tech
ni cal assistanceinthecontext of the Con sul tative Group
meetingsor ganized by theWorld Bank. Theex pectations
of the Gam biaand Haiti wereunfilled asbi lat eral donors
indicated a preference for trade-related assistance that
wasintegrated into broader programmesof reformanda
commitmenttoliberal ize. For Bangladesh, thel Fmainly
helped accelerate the approval process for a World
Bank-supported project of ex portdi versifi cation.

Review ofthelIntegrated Framework

Thel AWG commissionedacomprehensivereview of the
Integrated Framework in 1999. Thereview foundthat the
IFwasgen er ally viewed asan im por tant ex er cise by all

stake holders— L DCs, do nors, and the six agen cies— but
that theantici pated resultsintermsof capacity-building
had fallen short of ex pectations,whilerecognizingthat
the process of creating capacity is lengthy. However,
therewere" dif ferent per ceptionsregardingtheobjectives
of thelFbetween LDCsand donors: LDCsex pected ad di-
tional fund ing; do norsex pected thelFtoreal izegreater

ef fi ciency andef fectivenessby coor di natingtrade-rel ated
TA” ... and"“coor di nationwasfound morecom plex than
antici pated betweentheL DCsanddonors,amongdonors,
and betweenthesix agen ciesthem selves’. Another prob
lem identified was that the IF has been a generaly un
der-funded mandate, with varying degrees of priority
beinggiventothelF by dif fer ent do norsand agen cies.
Thereview ledthel AWG to concludethat tradereform
andliberal izationwerekey el ementsof national devel op
ment and pov erty reductionstrat egies. The| AWG agreed
onrecommendationstoimprovethefunctioningof thel F:
(a) mainstreamingthel Fintotheexistingdevel opment ar
chitecture; (b) the necessity of resources; and (c) en-
hanced management and governance of the IF. The
IAWG consequently decidedto:
¢ mainstreamtradeintonational devel opment priorities
through devel op ment frameworks, asex pressedinthe
Poverty Reduction Strategy Papers (PRSPs) and the
United Nations Development Assistance Framework
(UNDAF), with the World Bank tak ing the lead;

» seek donor sup port for and vol untary contri butionsto
an Integrated Framework Trust Fund (IFTF), with a
fundingobjectiveof US$20mil lionfor 2001-03, which
istobead ministered by UNDP on be half of the core
agen ciesof thelF; and

« inviterepresentativesfromLDCsanddonor countries
to serve, along with Heads of the core agencies, in a
Steering Com mit tee, towhichthe|AWG will peri od i

articipants to the WTO

Agreement that eliminated
tariffs on information technol-
ogy products (ITA) are now
turning their attention to
non-tariff barriers in this dy -
namictradesector.

The Committee of Partick
pantsontheEx pansionof Trade
inlnformationTechnol ogy Products(ITA Committee)
approved, on 13 November 2000, a one-year work
programme on non-tariff measures on ITA products
consisting of three phases.

Dur ing thefirst phase, the Com mit teewill com pile,
by March 2001, an inventory of non-tariff measures
whichhavebeenidenti fied by partici pantsasim ped -
mentsto tradein ITA prod ucts.

Inthesecond phase, thepartici pantswill examinethe
economicanddevel opmental im pact of suchmeasures
ontradein|TA prod uctsand the ben efitswhich would
accrue to participants from addressing their undue
trade-distorting ef fects.

Thethird phase would be com pleted by No vem ber
2001 when the Com mit tee meetsto con sider the out-
comesof Phases| and 1.

Thework programmeisbased on apro posal sub mit
ted by Australiaand agreed af terintensiveconsul ta
tions held by the ITA Committee Chairperson, Ms.

ITA com mittee ap proves work programme on non-tariff measures

ElizabethChelliah(Singapore).

Under thedeci sion, the Committee“may, asap pro-
priate, draw on the expertise of regulatory, industry,
andrel evant WTO and other inter national bodieswith
due regard to the inter-governmental nature of the
WTQO".

At the WTO Information Technology Symposium
held in July last year, several IT industry representa
tivescom plained about non-tariff bar ri ersinthel T sec-
tor, includingwhat they said areredun dant testing and
certificationrequirements by variouscountrieson|T
products, and problems with import licenses. One
speaker cited aseven-foldin creaseworldwideinreg u-
latory standardsandcertifi cationsfor I T productsfrom
1989t0 1998, which he said meant hun dredsof mil lions
of dol larsinad di tional costtoconsumers.

Inthel TA Committee, anumber of partici pantshave
submitted national -experiencepapersonthebenefitsof
reducingor removingnon-tariff barri erstol T products.
Par tici pantshaveal sosubmitted an swerstoaquestion
naire on stan dardsthey ap ply to I T prod ucts.

Thel TA’scur rent 54 par tici pants (count ingthe EC
as 15) ac count for about 93% of worldtradein I T prod-
ucts. TheAgreement providesfor theelimi nation of all
tariffson| TA productsby 1 January 2000 but ex tended
phase-out periods had been granted to developing
countrieson certainproducts.
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strength of shipments of fuels. Exports of manufac
tured goods to the major developed and developing
mar ketsroseby 5% whilethoseof agri cul tural products
decreased by 8%. Over the 1990-99 period, theshare of
manufactured goods in LDC’s exports has increased
sharply and ac countedin 1999 for one half of their ship-
mentstoindustrial countries.
Al though trade growth contin ued to ex ceed that of out
put in 1999, the dif fer ence between thetwo rateswas
much smaller than that through out the 1990-99 period.
Developments in the first half 2000 indicate that the
shrink ageof thismar ginin 1999wasonly temporary and
that trade growth is sur passing out put growth by more
than 5 per cent agepointsinthecur rentyear. Thevol ume
of mer chandisetradegrowth of 5%ex ceeded by only 2.5
per cent age pointsthat of mer chan dise out put in 1999.
Tradein fu elsand other min er alsfell 4.5% in vol ume
terms which was a much steeper decline than the de-
creaseinout put of mining prod ucts. Tradecontinuedto
ex pandfaster thanout put for manufacturesandagri cuk
tural products but in both sectors the difference was
smallerthanonav er ageinthepreceding decade.
Inter national capi tal flows—inparticularforeigndirect
invest ment—wasagainamajor deter mi nant of inter na
tional trade. Largecapi tal inflowsintothe USsustained
thelargein crease of USimportsliftingthe USshareto
18.5% of world mer chandiseimports—histori cally an
unprecedented level. In the case of Latin America,
large capi tal flows also played amajor rolein there-
gion’s im port growth which was twice that of world
tradein 1990-98. In 1999, how ever, the net-capital in-
flowsdeclinedfor thesecondyearinarow and contrib-
uted tothecontraction of imports.
In 1999, the bulk of the tariff cuts of the Uruguay
Round have been com pleted re sulting in afall of col-
lected du tiesin the major de vel oped mar kets. Asim-
portsrose at the sametime, theratio of col lected duties
toim portsfell to anew record low of 2.5% for the US,
2.3% for Japan and to 1.7% for the EU.
Regional integration agreements can lead to faster
trade growth, in par tic u lar intra-regional trade. In the
1990s, how ever, theintra-trade of thefour major RIAs
com bined did not in crease faster than world trade.
Tradeof regional integrationagreementsevolved quite
dif fer ently in1999. WhileintraNAFTA tradeex panded
by 11%inlinewiththein creaseover al, itsex portstoall
other regionsdeclined. Therecessionin MERCOSUR
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countriesledto acontraction of intra-regional trade by
one quarter, while intra-EU trade lagged behind ex-
tra-regional im ports. Among thefour major regional in
tegrationagreements, only theAseangroupingrecorded
an ex pan sion of intra-trade, which was somewhat in ex
cessof ex tra-regional ex ports.

* 1n 1999, the value growth of the twelve major prod uct
categories in merchandise trade ranged from an in-
crease of nearly 20% for fu elsto ade crease of more
than 10% for iron and steel prod ucts. Whilethere cov-
ery of fuelstradehastobeat trib uted entirely totherise
in prices, the shrink ing tradeiniron and steel prod ucts
isduetoacom bi nation of pricedeclinesand lower im
portdemand.

« Worldex portsof of ficeand tel ecom equip ment roseby
10%to nearly US$ 770 bil lion. A sharpriseinthesales
of semi-conductors and mo bile phones con trib uted to
thisdy namicgrowth. Thisproduct cat egory comprises
thehard warecom po nentsof today’ srevolutioninin
formationtechnol ogy.

« Exportsof automotiveproductsroseby 5%in 1999 and
also therefore at above average rates. The most dy-
namicex portersof automotiveproductsin1999arenot
thelargetradi tional produc ers, but rather morere cent
suppliers like Mexico, the Republic of Korea, the
CzechRepublic, Hungary and Poland whichex panded
their ex portsby doubledigit ratesnot only in 1999, but
also through out the 1990-99 period.

* Thedeclineinworldtex tile ex portsand the near stag-
nationinclothingtradein 1999 arelargely duetoweak
Western European trade, in particular intra-regional
trade. In amarked con trast, intra-Asian tradein cloth-
ingrecov ered by 8% and that of Latin Amer icato North
Amer icaroseby 15%. Oneof theout standing features
of global tradeinclothingisthat thegrowth of devel op-
ing Asian ex portsto North Amer icaand West ern El-
ropeis sur passed by the rise in ship ments from Latin
AmericatotheNorth Ameri canmar ket andthat of tran
si tioneconomiestotheWest ern Euro pean mar kets.

Comprehensive statistics

Inter national TradeStatistics2000 pro videscom pre-
hen sive, com parableand up-to-datestatisticsontradein
mer chan diseand commer cial ser vicesfor anassessment
of worldtradeflowsby country, regionand main prod uct
groupsor ser vicecat egories. Some240tablesand charts
aredepictingtradedevel opmentsfromvar i ousper spec-
tivesand pro viding anum ber of long-termtime seriesas
additional information. Major trade developments are
summarised and discussedinthefirst part of thereport ur
der Over view. Thisvol ume hasbeen pro duced by ateam
of statisti ciansfromtheStatisticsDi vi sionincol labora
tionwiththeEconomic Researchand Anal y sisDi vi sion.
Consider ableef fortsweremadetosecuredatareli abil ity,
consistency andcomparabil ity through continued check
ing and ad just ment of pri mary data.

Theannual report ispublishedin English, French and
Spanish . Purchase information for hard copy or
CD-ROM versions is available on the WTO website
(Www.wto.org). O
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