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Preface

The July decision of the General Council of the World Trade Organisation (WTO) is a
significant step in the multilateral trading regime, though it may be a little too early to
uncork the champagne. The decision on agriculture, non-agricultural market access
(NAMA) and services is quite ambiguous with some glaring gaps. Nevertheless, the
agreement on modalities for negotiations on various issues, including trade facilitation
is a welcome step.

Trade facilitation measures are welfare enhancing and a multilateral agreement on trade
facilitation will bring significant gains to world trade by reducing the transaction costs
on exports of developing countries thus making them competitive.

Trade facilitation has been on the WTO’s agenda as one of the four Singapore issues
along with competition policy, investment and transparency in government procurement.
There was strong opposition on all four issues from the developing world, and to some
degree even by the USA. At the end of the day, three issues were dropped and only
trade facilitation was included in the July Package to be negotiated. It is unfortunate that
transparency in government procurement and competition policy do not find a place in
the negotiating agenda of the WTO.

However, this dropping out does not mean that these three issues are dead. In all
likelihood the study process and analysis on these three issues would continue.
Moreover, these issues could formally be brought back into the WTO. Secondly, these
three or at least two of the issues (competition and investment) are already being
negotiated and/or incorporated under various non-multilateral forums, such as regional
and bilateral trade agreements.

CUTS had undertaken two projects under a programme titled: International Working
Group on the Doha Agenda (IWOGDA) to analyse the contours of possible international
agreements on all the four issues. In the first phase of the programme, analyses were
done on competition policy and investment, whereas the second phase deals with trade
facilitation and transparency in government procurement. Two separate reports are
being produced under the second phase, while only one was published in the first
phase: “Putting Down Our Fears on the Table”. The first report showed that a) there is
no economic case for an investment accord, and b) there is an economic case for a
multilateral framework on competition.

The purpose of the programme is to bring together the diverse viewpoints and concerns
on the issue of definition of trade facilitation, Article V, VIII and X, dispute settlement
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and technical assistance and capacity building. We have also incorporated five case
studies of developing countries to analyse whether trade facilitation measures can
reduce transaction costs.

According to the July decision, the scope of negotiations on trade facilitation will be of
“limited nature”. The negotiations shall aim to clarify and improve upon the relevant
aspects of Articles V, VIII and X of General Agreement on Tariffs and Trade (GATT).
Though the decision does not require countries to undertake investments beyond their
means, the biggest apprehension of developing countries and LDCs is the huge recurring
costs that they would have to incur.

The focus of the decision is on providing technical assistance to the least developed
countries (LDCs) and the developing countries. It is important that in the actual
negotiations the LDCs and developing countries ensure that providing financial and
technical assistance is made binding for the developed countries.

One salient feature of the modalities on trade facilitation is the linking together of
imposing trade facilitation measures with the financial capability of LDCs and developing
countries. One major impact of negotiations on trade facilitation in the WTO will be that
it will push many developing countries to unleash domestic reforms in the areas of trade
facilitation.

Countries still follow cumbersome custom and port procedures, which lead to delay in
exports and imports and thus countries suffer losses. An agreement on trade facilitation
at the multilateral level would give impetus to such reform measures at the domestic
level too. For instance, India has taken a number of trade facilitation measures on a
voluntary basis like adopting a reasonably transparent system of publishing trade
regulations.

This report is an attempt to analyse and present the contentious, but fundamental
issues pertaining to trade facilitation in order to facilitate better understanding of these
issues. It also aims to initiate discussions among the international trade community and
act as a road map for future negotiations.

Jaipur Pradeep SMehta
December, 2004 Secretary General
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PEA: Post Entry Audit
PEV: Post Entry Verification
PSI: Pre-Shipment Inspection

RoO: Rules of Origin
RTA: Regional Trade Agreement

SAD: Single Administrative Document
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UNIDO: United Nations Industrial Development Organisation

UNISTE: United Nations International Symposium on Trade & Efficiency

US: United States

VAT: Valued Added Tax

WCO: World Customs Organisation
WTO: World Trade Organisation
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About IWOGDA

International Working Group on Doha Agenda (IWOGDA) was a programme launched
by the CUTS Centre for International Trade, Economics & Environment (CUTS-CITEE)
in the aftermath of the WTO’s Doha Ministerial Conference. The inclusion of the so-
called new issues, namely, investment, competition policy, trade facilitation and
transparency in government procurement, in the Doha Declaration threw up new
challenges before the developing countries.

At the Canciin Ministerial Conference many developing countries were reluctant to
discuss these issues at the WTO. Following the Cancin debacle, it appears that the
Doha Round of negotiations are back on track as in July 2004, the WTO members
adopted a Framework Agreement, which includes one of these new issues: trade
facilitation.

Awareness of these issues has been traditionally low in many developing countries, not
only in the civil society, but also amongst policy-makers and trade negotiators.
Consequently, research and dialogue on these issues confined to a limited circle and
there is an urgent need to promote understanding on a broader plane.

The IWOGDA programme was a response to this situation. It was intended to promote
broad understanding of these issues, involving leading international experts, practitioners
and other stakeholders. In the first phase of the programme, a project on investment and
competition policy was undertaken. The outcome was the publication of a document
titled “Putting Our Fears on the Table”. It was much appreciated within the trade
community and the civil society.

In the second phase, issues relating to trade facilitation and transparency in government
procurement are taken up. Two documents are being published with the aim of creating
better awareness on these issues.

The programme has plan to do research on other issues of the Doha agenda, in particular
‘trade, debt and finance” and ‘trade and transfer of technology’. Exploring these issues
are necessary for better understanding of development dimensions of the international
trading system.
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The objectives of IWOGDA are to:

e develop a knowledge base and understanding on the principles, provisions,
modalities and implications of possible multilateral agreements on these issues;

e assist countries, especially the developing ones, to evolve appropriate negotiating
positions, if required, on these issues;
build the capacity of trade negotiators and other stakeholders on these issues; and

e sensitise developed countries to the concerns and feelings of developing countries.
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