
ADBI Executive Summary Series No. S25/00 1

EXECUTIVE
SUMMARY
SERIES No. S25/00

ASIAN DEVELOPMENT BANK

INSTITUTE
Kasumigaseki Bldg. 8F 3-2-5 Kasumigaseki

Chiyoda-ku, Tokyo 100-6008 Japan
Tel: 81 3 3593 5500, Fax: 81 3 3593 5571
Email: info@adbi.org   http://www.adbi.org

A
D
B
I

Emerging Issues in Trade Policy
Second Capacity-Building Workshop

17 – 25 July 2000, Tokyo

Executive Summary of Proceedings

CONTENTS
page

Key Messages 1
Opening Remarks 3
Overview of Trade Policy Issues 4
Background and WTO Rules 6
Service-related Issues 7
Intellectual Property Rights (TRIPs) 8
Dispute Settlement 8
Economic and Social Implications
    of Evolving Trade Policy Issues 9
Regional Trade and Economic Groupings in Asia 10
Other Trade Policy Issues 11
Country-Specific Issues
    Raised by Participants 13
Group A: Fiji, Indonesia, Malaysia,
    Papua New Guinea, Philippines and Thailand 13
    Agenda for future trade liberalization 13
    Liberalization of agricultural trade 13
    Liberalization of services trade 13
    Environment and labor standards 13
    Regional integration 13
Group B: Bangladesh, India, Maldives, Nepal,
    Pakistan, Sri Lanka 13
    Key issues for further trade liberalization 13
    Experience with the WTO 14
    Agriculture trade liberalization 14
    Textiles — MFA phasing, bilateral
    arrangements 14
    Environment and labor standards 14
    Regional integration 14
Group C: People’s Republic of China,
    Viet Nam, Lao PDR, Cambodia, Myanmar,
    Kyrgyz Republic, and Uzbekistan 14
    Key issues for the future 15
Group D:Hong Kong, China; Republic of Korea;
    Singapore; and Taipei,China 15
    Future WTO Agenda 15
    Agriculture 15
    Services 15
    Textiles and clothing 15
    Other Issues 15
Conclusions 15
Prepared by S. B. Chua, R. B. Adhikari, P. Athukorala,
and T. Ujiie

Key Messages
[¶] References are to paragraphs.

1 Growth, achieved through greater trade openness and
non-discriminatory domestic policy, is an effective means
to reducing poverty. But some of the concerns about the
adverse short-term effects of globalization and openness
on certain vulnerable groups are legitimate and have to
be addressed through appropriate government policy.
[¶ 1, 10]

2 While participating effectively and equitably in multi-
lateral trade negotiations, developing countries should
continue to liberalize their foreign trade regimes unilat-
erally. Regardless of success or failure in reaching agree-
ments on multilateral liberalization initiatives, action
taken to liberalize trade unilaterally and to eliminate
domestic distortions will result in significant economic
efficiency gains and provide a conducive environment
for equitable growth.  [¶ 4, 96]

3 Yet potential gains from liberalization commitments un-
der the Uruguay Round (UR) are significantly tilted
against developing countries. The commitments under-
taken by developing countries to reduce trade barriers and
to implement reforms on trade procedures and regula-
tions far outweigh the gains from market access commit-
ments given by developed countries in areas where
developing countries have comparative advantage, par-
ticularly agriculture, textiles and clothing.  [¶ 12]

4 When the implementation of the UR is completed by 2005,
agricultural protection in developed countries would still
remain twice as costly as protection in manufacturing, de-
spite the latter having a much bigger share in the value of
world production and trade than agricultural products, in-
cluding processed food. [¶ 18, 46 – 48, 78, 84, 92]
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5 Moreover, the abolition of the Multi-Fiber Agreement
(MFA) quotas under the Agreement on Textiles and
Clothing would still leave high tariff barriers in devel-
oped countries, which would be far more discriminatory
against trade in manufactured goods with developing
countries. There is also the possibility of using anti-dump-
ing and rules of origin restrictions against developing
countries in place of stringent MFA quotas. [¶ 12, 29,
45 – 50, 85, 94]

6 The new Dispute Settlement Mechanism (DSM) of the
World Trade Organization (WTO) aims to play a key role
in providing security and predictability to the multilateral
trading system. This will help eliminate the developed-
country bias embodied in the old General Agreement on
Trade and Tariffs (GATT) system.  However, the experi-
ence with the operation of DSM over the past five years
suggests that unilateralism in setting world trade rules has
not disappeared altogether.  In particular, smaller and
poorer developing countries complain that settling of dis-
putes under the DSM is very costly. [¶ 13, 39 – 44, 83]

7 Relating to the agenda for a future WTO round of trade
negotiations, on balance, the case put forward by devel-
oping countries for a limited ‘development oriented’
agenda seems strong.  It would consist of a built-in UR
agenda relating to agriculture and services, implementa-
tion problems of the UR commitments, issues on access-
ing DSM for dispute settlement and decision-making
process of the WTO).  But, to make the next round a real-
ity, developing countries may have to concede some items
from the broader agenda (such as competition policy, in-
ternational investment rules, and multifunctionality of
agricultural reform) proposed by the developed countries.
[¶ 14, 17, 77, 91]

8 The introduction of a social clause relating to labor stan-
dards and environmental issues in the WTO needs fur-
ther consideration. Consideration should be given to have
such development-related issues discussed in other appro-
priate international forums such as the International Labor
Organization and the United Nations Environment Program.
[¶ 14, 16, 53, 54, 80, 86, 87]

9 Sanctions on formal sector employment of children in de-
veloping countries could encourage them to seek employ-
ment in the informal sector, leading to more, not less,
exploitation. There is little to recommend social labeling
and codes of conduct as alternatives to trade sanctions.
There are of course several alternative measures, which
could be more effective to ensure children’s welfare e.g.,
flexible school hours, stipend to parents of school-going
children, and employers driven incentives such as better
working conditions for child workers which could include
schooling, and medical facilities. [¶ 53, 54, 86]

10 It is important to begin negotiations on the movement of
natural persons, an area where developing countries have
comparative advantage in the supply of skilled, semi-
skilled and unskilled labor. Appropriate Emergency Safe-
guard Mechanisms (ESMs) should be developed in order
to cushion developing countries against excessive adjust-
ment cost in the process of opening up the services sec-
tor to foreign competition. [¶ 12, 23, 34, 79]

11 Regional trading arrangements (RTAs), if properly de-
signed and implemented, have the potential to bring about
dynamic economic gains through competition promotion
and market expansion, and to facilitate multilateral trade
liberalization. However, proliferation of RTAs with over-
lapping membership and complicated operational norms
relating to rules of origin could be counterproductive.
Monitoring of RTAs by the WTO (under Article XXIV
of GATT) should, therefore, be strengthened. It should
be streamlined to avoid costly practices and to ensure that
regional trade preferences provided under each RTA be
extended within a specified period to all members of the
WTO on a Most Favored Nation (MFN) basis. However,
the increasing trend in bilateral free trade arrangements
appears to be a growing concern and also a potential di-
gression from the primary aim of achieving a compre-
hensive and rules-based multilateral trading system.
[¶ 57, 58, 81, 96]

12 Economic gains from the Association of South East Asian
Nations (ASEAN) Free Trade Area (AFTA) in the areas
of harmonizing customs procedures, tariff nomencla-
ture and speeding up of customs valuation methods in
new members have been significant. But one should be
cautious in generalizing from this experience because spe-
cific geo-political factors have contributed to AFTA’s
success. [¶ 57 – 59]

13 Regional economic cooperation initiatives within the
South Asian Association of Regional Cooperation
(SAARC) have so far yielded little tangible benefit, but
the commitment of these countries to economic coopera-
tion had gained momentum over the past decade as a re-
action to the changing global economic environment.
[¶ 60, 88]

14 Sub-regional economic cooperation promoted by the
Asian Development Bank has been successful in devel-
oping common infrastructure development projects,
which should be encouraged to expand further. There
could also be a horizontal integration of such economic
cooperation or groupings, e.g., across Southeast Asia,
South Asia, Central Asia and the Pacific countries to en-
courage the mobility of labor, capital and technology and
to maximize trade creation more widely. [¶ 63]
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15 There is a clear need for international initiatives to as-
sist the least developed countries and the small econo-
mies in the process of global integration. To be effective,
such initiatives should take the form of providing overt
development support, e.g. human capital development,
institutional reforms and enhancing quality of governance,
to enable these countries to grow faster and reap the ben-
efits of being integrated within the global economy, rather
than developing under the old-fashioned ‘special and fa-
vorable treatments’, such as debt write-offs and favored
market access, which invariably lock these countries in
perpetual dependence. [¶ 55, 56]

16 Trade openness leads to faster economic growth and eco-
nomic growth leads to poverty reduction. Poverty reduc-
ing growth may take place through economy-wide
resource reallocation effects, and exposure and access to
foreign markets, capital and technology. However, the
extent of poverty reduction will depend also upon other
factors such as initial conditions, socio-political structure,
governance, etc. In the immediate term, however, trade
liberalization may negatively affect the income growth
of the poor, for which appropriate provision of social
safety nets will be necessary. [¶ 70, 71]

17 Globalization and rapid technological development have
changed markets in terms of competition and the struc-
ture of demand. There is now increasingly more demand
for goods with higher skill content. More advanced de-
veloping countries have already been moving towards
knowledge-intensive products and processes. This has
put developing countries under further pressure to reform
their trade regime in response to the changes in the mar-
kets and global trading environment and be able to share
the benefits of globalization. [¶ 72, 75, 96]

18 While Asian countries are at various stages of industrial
specialization, many of them have almost exhausted their
initial competitive advantages. They require not only a
good appraisal of the extent of their current competitive-
ness, but also the ways forward to reposition themselves
in the face of changes in the market place. This would
mean that a greater breadth and depth of skills in the
workforce to meet the new demands and internal consis-
tency in strategic reorientation and policymaking for sus-
taining international competitiveness would be required.
[¶ 70 – 72, 96]

Opening Remarks

1. Dr. Masaru Yoshitomi, Dean of the ADB Institute, in
his opening remarks, highlighted the background on trade
policy issues against which the seminar was conducted. He
explained that international trade plays a very important role
in economic growth and stability, since trade openness and
liberalization are key components of a country’s economic
policy mix for growth and general economic well-being. How-

ever, he noted that the majority of the poorer developing coun-
tries have not yet been able to integrate successfully into glo-
bal markets and hence they are unable to participate in the
growth-inducing and potentially poverty-reducing benefits of
trade.

2. He noted that the last decade saw the completion of the
Uruguay Round (UR 1994) of trade negotiations and the com-
ing into being of the WTO. The UR achieved notable suc-
cesses on several fronts. The WTO initiatives are aimed at
achieving a rules-based multilateral trading system, a com-
prehensive liberalization of trade and investment flows with
the ultimate objective of producing well-balanced economic
benefits for the global economy. While trade liberalization
by developing countries progressed, rules were being devel-
oped in the multilateral trading system pertaining to a variety
of domestic policy areas that affect trade and investment flows
in a less direct manner than tariffs and quotas.

3. Indeed, much, if not all of the “action” in the area of
commercial policy currently revolves around the direct and
indirect impacts of domestic regulatory regimes on interna-
tional trade and investment flows. Consequently, the focus of
international trade policy is now shifting from the ‘first gen-
eration issues’, such as reduction or removal of barriers of
import tariffs and quotas on international trade to ‘second
generation issues’ such as the harmonizing of domestic rules
and regulations with international standards to reduce the di-
rect and indirect impacts of domestic regulatory regimes on
international trade and investment flows. The institutional
dimensions of trade policy formulation and implementation
also have become increasingly important. As standard trade
policy instruments such as tariff and quotas become less rel-
evant, the need to establish and strengthen local institutional
capacity for policy development in new areas becomes in-
creasingly evident. This includes not only the need for build-
ing local capacity to implement international agreements but
also to assess policy initiatives. This seminar was organized
to help our policymakers in the region to address precisely
such issues.

4. Yoshitomi stressed that trade liberalization may result in
poverty reduction in developing countries as well. However,
its effectiveness would depend on the type and the quality of
the trade that is liberalized. Up till now, trade liberalization
has not been sufficiently inclusive to enable countries to
achieve poverty reduction through pro-poor growth. There
are problems in both developed (i.e., market access) and de-
veloping countries (i.e., factor content in exports). Increased
export of labor-intensive products such as those in agricul-
ture and textiles would contribute to helping the poor. But
access to markets for these products are currently still pro-
tected in developed countries. There are also other emerging
issues such as high labor and environmental standards being
demanded by developed countries.

5. He then turned to regional trade issues. Increasingly, re-
gional trade or economic groupings have emerged as a forum
for regional trade promotion and economic cooperation in the
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Asia and Pacific region. Yoshitomi noted that the issue for ex-
amination was the new role of trade and economic groupings
in promoting regional and international trade. Trade or eco-
nomic groupings could play an important role in multilateral
trade promotion through building a collective voice. This could
benefit smaller countries whose individual voices may not at-
tract the required level of attention in multilateral trade nego-
tiations. Similarly, the sub-regional groupings should look at
the possibility of horizontal integration among themselves to
promote further trade creation in the Asia and Pacific region.

6. Furthermore, Yoshitomi said that countries in the region
were facing a fundamental question of how best they should
spearhead the new challenges as well as the new opportuni-
ties in the market place by reshaping their policies and re-
structuring their industries in the light of not only globalization
but also the Information Technology (IT) revolution in the
production and marketing processes so as to maintain their
competitive edge.

7. Yoshitomi explained that the main objective of the semi-
nar was to provide an opportunity for government officials
from various countries in the region to deepen their concep-
tual understanding of the emerging trade policy issues and to
enhance their skills in trade policy analysis and negotiations.
It was also to provide a forum for participants to exchange
views on their own country specific issues.  He hoped that
the knowledge and skills acquired in the seminar would en-
able participants to improve the effectiveness of their work in
their own countries and to promote a more active participa-
tion of their countries in the promotion of trade and economic
growth.

8. Finally, Yoshitomi briefed the participants on the mission
of and the current work being done by the ADB Institute. Briefly,
the Institute’s work is to support the overarching poverty re-
duction goal that has been recently set by ADB. Its research
work is to clearly identify development mechanisms whereby
growth and globalization can be compatible with least income
disparity and poverty reduction. Although growth in the past
could account for more than two-thirds of poverty reduction,
the variance in such correlation is large, suggesting that new
research on what factors other than growth would be respon-
sible for poverty reduction was increasingly important too.

Overview of Trade Policy Issues

9. Professor T. N. Srinivasan, Samuel C. Park Jr. Pro-
fessor of Economics, Yale University, addressed the open-
ing session by presenting a wide-ranging paper on
‘Developing Countries in the World Trading System:
Emerging Issues’. He started his presentation by highlight-
ing the importance of greater integration of developing coun-
tries with the world economy for poverty alleviation. The rest
of his presentation was  focused on: imbalance in the com-
mitments undertaken in the UR between developed and de-
veloping countries; problems faced by developing countries
in implementing their commitments; and an agenda for a new
round of multilateral trade negotiations.

10. Srinivasan explained the association between growth,
trade openness and poverty reduction. Economic theory as
well as practical experience supports growth acceleration as
a very effective, if not the most effective, means to alleviate
poverty and greater openness as an efficient means to achieve
rapid growth. Greater integration with the world economy has
contributed to the acceleration in growth in the People’s Re-
public of China (PRC), India and elsewhere. He further ex-
plained that trade provides an important contribution toward
the economic growth of countries, particularly for those that
lag behind their trade partners, and hence also results in po-
tentially faster poverty alleviation. While there is no simple
one-to-one relationship between trade and poverty reduction,
the evidence seems to indicate that trade liberalization is gen-
erally a positive contributor to poverty alleviation.

11. Srinivasan believes that underplaying the roles of growth
and openness in alleviating poverty — as some academics,
policymakers, senior officials, and  NGO spokespersons have
been saying — is self-defeating. He went on to argue that
redistribution without economic growth would simply redis-
tribute poverty; it would not reduce poverty. Similarly, growth
generated by expansionism financed by costly domestic and
foreign borrowings, as was the case in India during the 1980s,
while alleviating poverty while it lasts, is unsustainable and
hence cannot alleviate poverty in the long run.  Also opening
the economy to external investment, when high barriers pro-
tect inefficient domestic industries, is a prescription for at-
tracting the wrong type of investment. Such investment, as it
is based on exploiting the protected domestic markets of lim-
ited size rather than on exploiting the large world markets
through exports, is unlikely to generate rapid and efficient
growth.  And the global trading system, when it comes to the
markets for primary commodities and labor intensive manu-
facturing and services in which developing countries have
comparative advantage, has not been liberal. Last, but not the
least, while barriers to flows of capital have come down rap-
idly, barriers to labor flows and on transfers of technology
and knowledge, both of which are of great importance to de-
veloping countries, have remained.

12. On the issue of imbalance in UR commitments, Srinivasan
argued that the UR agreement was unbalanced relating to a
number of key aspects of the proposed reform agenda. The
developing countries undertook several unprecedented obli-
gations not only to reduce trade barriers, but also to imple-
ment significant reforms both on trade procedures and on many
areas of regulation and established the basis for an appropri-
ate business environment in the domestic economy.  In return,
they obtained only a few commitments by industrialized coun-
tries for phasing out GATT-inconsistent MFA quotas, and lim-
ited liberalization of GATT-inconsistent intervention in
agricultural trade.  Moreover, the agreed phase-out of the in-
famous MFA by 2005 was a qualified benefit; since the UR
agreement was concluded, actions by the United States and
EU have raised serious concerns about their commitment to
liberalize trade in textiles and apparel. Safeguard and anti-
dumping provisions have either been invoked or recommended
to limit imports of textiles and apparels. In the area of liberal-
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ization of services, the failure to agree on movement of natu-
ral persons delays the benefits that developing countries could
reap from the export of such services. Finally, on balance, there
was virtually no liberalization of agricultural trade in the UR
Agreement.  Although subsidies on exports of manufactures
(which some developing countries offered to their infant ex-
port industries) were made WTO-inconsistent, agricultural
export subsidies (which were used mainly by industrial coun-
tries) were reduced, but not eliminated.

13. Relating to problems of implementation, Srinivasan noted
that for implementing the UR commitments with respect to
customs valuation, licensing process, TRIPS, sanitary and
phytosanitary (i.e. plant-sanitary) standards (PSP), many de-
veloping countries have to invest as much as an entire year’s
development budget in developing their own capacities to
implement the agreed commitments. He also noted that for
developing countries, in particular for smaller and poorer de-
veloping countries, accessing the WTO’s  Dispute Settlement
Mechanism (DSM) is prohibitively costly. Thus the
unilateralism in world trade rule-setting, which the strength-
ened DSM of the WTO was meant to curb, has not altogether
disappeared.

14. As regards the possible agenda for a new WTO round,
Srinivasan discussed the pros and cons of a broad agenda
(comprehensive agenda) and a limited (minimalist) agenda.
He noted that on balance, the case for a limited negotiating
agenda consisting of the issues leftover from the UR, the
implementation problems of UR commitments and issues re-
lating to decision-making process of the WTO is strong. He
was emphatic that developing countries have to remain united
in resisting the introduction of a social clause relating to child
labor standards into the WTO, while remaining receptive to
reasoned discussions of labor standards in the ILO. In addi-
tion, they should strive to keep environmental issues out of
the WTO and to take TRIPS out of the WTO altogether and
put it under a strengthened WIPO and outlaw anti-dumping
measures (ADMs). Developing countries should not fall into
the trap again of asking for preferential access to world mar-
kets. On the contrary, they have much to gain by participat-
ing fully and as equal partners with the developed countries
in a non-discriminatory liberal world trading system.

15. In conclusion, Srinivasan emphasized that although the
Seattle Ministerial meeting of the WTO did not initiate a new
round of multilateral trade negotiations, there is enough from
the built-in agenda of the UR and problems of implementa-
tion faced by developing countries to keep negotiators busy
in the immediate future.  While engaging themselves in such
constructive negotiations, developing countries with still high
protection levels should continue to liberalize unilaterally.
Pursuit of a liberal trade policy is always in the self-interest
of developing countries.

16. In the open discussion, there emerged a consensus that
labor and environmental issues (which are development rather
than trade issues) should be kept out of future WTO agendas.
In response to the divergence views from the floor on the role

of RTAs, Srinivasan reiterated his argument that proliferation
of RTAs is a threat to the objective of achieving a rule-based
world trading system, and attempts should be made to extend
RTA-based liberalization with MFN provisions of the GATT.
He fully supported the view expressed by one participant that
developing countries have a lot to gain through unilateral lib-
eralization. In response to a question on preferential treat-
ments for Least Developed Countries (LDCs), Srinivasan
pointed out that the solution to their poor economic status
lies in domestic economic reforms.

17. Professor Kym Anderson, Department of Economics,
University of Adelaide, Australia, presented a paper on ‘De-
veloping Country Interest in WTO-Induced Agricultural
Trade Reform’.  Following an overview of what has been
achieved until now toward liberalizing agricultural trade un-
der the UR, he explored the interests and options for develop-
ing countries in the next round of negotiations.  On the latter
theme, Anderson drew the attention of the participants to the
central question of whether attempts to liberalize agricultural
trade in the next WTO round should follow the same pattern
as the UR, or might a more radical approach to reform be
required to bring agriculture more into the WTO mainstream.
He explored this issue from the viewpoint of developing coun-
tries by specifically focusing on the UR’s dirty tariffication
and adoption of tariff quotas.  He also discussed at length
some ‘new’ agricultural issues, in particular, the SPS and other
technical standards, food safety measures and the supply side
issue of the so-called ‘multifunctionality’ of agricultural re-
forms. Under multifuntionality, Anderson presented the case
for accommodating the ‘non-trade concerns’ of security of
food supplies, protection of the environment and the viability
of rural areas in the agricultural reform process.

18. As regards options facing developing countries in the
next round of multilateral trade negotiations, Anderson pro-
posed that countries with significant interest in agricultural
trade should be proactive and take the high ground in demand-
ing faster reform of both farm (and textile) trade in return for
the opening of their own trade. More specific requests that
agricultural-exporting developing countries might put on their
‘wish-list’ include: (i) remove tariffs on tropical agricultural
products (including processed food), (ii) replace specific tar-
iffs with ad valorem tariffs on imports of interest to develop-
ing country exporters, since the former (which apply to 42
per cent of U.S. and EU agricultural tariffs at present) dis-
criminate against products of lower quality and ones whose
international price is declining through time, (iii) use the Swiss
formula approach in market access commitments, since that
will reduce tariff peak escalation cost, (iv) seek a firmed phase-
out date for agricultural tariff quotas, as was obtained for tex-
tiles and clothing in the UR, but with limits on the extent to
which safeguards can replace the quantitative restrictions at
the end of the phase-out period, (v) seek firm commitments,
preferably written into OECD countries’ schedules, on the
extent of economic and technical assistance to cope with ad-
justment to reforms, especially for least-developed countries
and net food-importing countries, and (vi) support the liber-
alization of trade in maritime services, given the potential for
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the cartelized OECD firms that own most liners on extract,
via higher mark-ups, much of the exporters’ gains from liber-
alization in goods trade.

19. In response to a question from the floor, Anderson noted
that Genetically Modified Organisms (GMO) issue was likely
to occupy the center stage of agricultural trade conflicts in
the near future.  Developing countries should prepare to adopt
a cooperative approach to face the issue. He also emphasized
that outlawing agricultural subsidies should be a priority item
in a future WTO round.  Another important issue is the treat-
ment of duty drawbacks under the WTO subsidy clause.  Only
that component of drawbacks which is over and above the
actual duty involved is treated as subsidies.

20. Mr. Akira Kawamoto, Director, International Trade
Research Office, International Trade Policy Bureau, Min-
istry of International Trade and Industry (MITI), Japan,
made a presentation on ‘The White Paper on International
Trade 2000: Japan’s Course in the Global Economy’. Fol-
lowing a succinct discussion of the recent developments and
short- to medium-term trends in the world economy and the
nascent recovery of the Japanese economy, Kawamoto spoke
at length on Japan’s likely position on the future course of
global trade negotiation as reflected in their White Paper.

21. Drawing upon a recent economic impact simulation exer-
cise by the MITI, Kawamoto observed that comprehensive lib-
eralization under the WTO encompassing tariffs and restrictions
on investment and services are likely to offer well-balanced
economic benefits for the world economy. Relating to the sub-
ject of regional trading arrangements, he argued that, if prop-
erly designed, these initiatives are likely to bring about dynamic
gains through competition promotion and market expansion.
Japan’s initiative to enter into free trade agreements with the
Republic of Korea and Singapore, as well as other forms of
regional integration involving Japan, should therefore be viewed
as moves in the right direction. To be effective, these initiatives
should, however, be appropriately combined with domestic
structural reforms in the economies involved.

22. Commenting on the link between economic recovery in
Japan and the ongoing process of globalization, Kawamoto
noted that data on trade performance of Japanese manufac-
turing over the past 10 to 20 years revealed sustained effort
taken by the government to respond to international competi-
tion. There was not much room for complacency because the
process of globalization continued to pose great challenges.
There is a need on the part of the government to use global-
ization as an opportunity to stimulate the recovery of the do-
mestic economy.  Further liberalization and promotion of
inward foreign direct investment (which is crucial for enhanc-
ing corporate governance in Japan), synchronization of prac-
tices in medical and educational systems with the global best
practices, and judicial system reforms are priority items on
the future reform agenda.

23. In response to a question from the participants,
Kawamoto emphasized Japan’s commitment to a new round

of multilateral trade negotiation as well as monetary coop-
eration in Asia.  He also noted that the White Paper did not
cover the issue of the movement of natural persons as part of
future agenda for the liberalization of trade in services.

24. M r.  E d w i n i  Ke s s i e  a n d  D r.  R a y m o n d  J .
Krommenaker, both Counselors from the Technical Co-
operation Division of the WTO made the presentation on
WTO Rules. They covered a wide range of topics related to
the formation of WTO and WTO rules.

Background and WTO Rules

25. The World Trade Organization was established in Janu-
ary 1995 as the successor to the GATT with Headquarters in
Geneva. As of end July 2000, it has 137 countries as members.
Its objectives are to raise standards of living, ensure full em-
ployment, promote growth of real income and effective de-
mand, and expand the production of trade in goods and services,
through progressive liberalization of trade. The WTO adminis-
ters a number of important international agreements regulating
trade in goods and services, and trade-related aspects of intel-
lectual property (TRIPS), supported by an effective enforce-
ment mechanism. There are 13 agreements on trade in goods.
With regard to the main differences between GATT and WTO,
the former operated on a provisional basis, while the latter is
based on a permanent framework with a solid institutional
framework. GATT covered only trade in goods, but WTO deals
not only with goods, but also services and TRIPs. In terms of
members’ obligations, under the GATT regime, any member
had the discretion to accede or not to a particular agreement,
but any country wishing to join WTO must accept all the agree-
ments under the concept of “single undertaking”.

26. MFN treatment of the WTO ensures an equal treatment
at the border regardless of supplying members to the WTO.
Likewise, national treatment (NT) secures an equal treatment
between imported and domestic goods in the case of trade in
goods. To provide the security and predictability of market
access, any member must not change its concessional rates of
duty agreed and specified in its Schedule annexed to the
Marrakesh Agreement. Duty is the sole instrument of regu-
lating trade and the introduction of quantitative restrictions
(QRs) is generally prohibited. To promote fair trade, there
are a couple of trade remedy instruments, such as anti-dump-
ing and countervailing duties as well as general safeguards.
There are, however, special and differential treatment provi-
sions in favor of developing country members.

27. In the GATT history, there have been eight rounds of
multilateral trade negotiations (MTNs). The first five rounds
mainly dealt with border measures, i.e. reduction or elimina-
tion of tariffs. Since the sixth round, both tariff and non-tariff
measures have been addressed. The whole process of MTNs
has been very successful. The average tariffs of all members
on industrial products have dropped from a high of 40 per
cent to less than 4 per cent (3.8 per cent) once the ongoing
staged reduction of tariffs is completed. The growth in world
trade has consistently outpaced world production.
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28. The Agreement on Agriculture is aimed at liberalizing
world trade in this sector in a gradual and progressive man-
ner. Core elements in the agreement are, firstly, the so-called
tariffication, which means that any form of QRs be converted
to tariff measures, either ad valorem or specific rates of duty.
In addition, a 36 per cent tariff cut must be made within six
years by developed country members. The current import
amount must be maintained. As a trade remedy in this sector,
a special safeguard measure may be introduced under certain
conditions. Domestic support must be reduced by 20 per cent
within six years, and likewise export subsidies must be re-
duced by 36 per cent in terms of the expenditure amount.

29. Agreement on Textiles and Clothing provides new rules
on trade in this sector. While trade in this sector was and still
is subject to the MFA, it must be integrated into the GATT
rules within ten years, in four phases. All MFA quota-impos-
ing members must increase a quota amount by a given per-
centage point during the progressive integration period.  A
member may invoke transitional safeguard measures under
certain conditions under the surveillance of the Textiles Moni-
toring Body (TMB).

30. On goods-related issues (NTMs, Trade Remedies and
TRIMs), there are a number of agreements relating to non-
tariff measures (NTMs), which aim at promoting and expand-
ing international trade. Agreement on Technical Barriers to
Trade (TBT) provides rules on international standards and
conformity assessment systems, including packaging, mark-
ing and labeling requirements, which may create unneces-
sary obstacles to international trade. Agreement on
Trade-related Investment Measures (TRIMs) governs those
measures adopted by member governments to promote and
regulate foreign direct investment (FDI). It prohibits such
measures inconsistent with GATT rules, namely NT (Article
III) and General Elimination of Quantitative Restrictions (Ar-
ticle XI). Agreement on Customs Valuation provides a set of
precise methods to determine customs value for collection of
customs duty purposes. Since many developing countries
heavily depend on customs duties as national revenue, many
developing country members have requested an extension of
the deferred implementation of the agreement in accordance
with the provision under the agreement.

31. Agreement of Pre-shipment Inspection (PSI) stipulates
rules on PSI services (such as verification of quality, quan-
tity, price and commodity classification of a good in question
to avoid under-or over-invoicing at the time of shipment)
which may give rise to unnecessary delays in shipment. Agree-
ment on Rules of Origin (ROO) provides a set of rules on the
determination of country of origin and a framework for a plan
to develop a precise method to determine a country of origin
for all tradable goods within three years. Necessary work to
develop the methods to be applied to non-preferential trade is
still being carried out by the WTO and the World Customs
Organization (WCO).

32. There are two trade remedies available under GATT rules
against the so-called unfair trade practices, namely dumping

and export subsidies. Agreement on Implementation of Ar-
ticle VI of the GATT 1994 (Agreement on Anti-Dumping)
provides detailed rules and procedures on dumping. If and
when an export price of a product is sold at less than its nor-
mal value at the exporting country (home market price), the
product in question is considered as being dumped. Rules and
procedures on anti-dumping have been clarified and elabo-
rated through the last three MTNs (Kennedy, Tokyo and Uru-
guay rounds). Agreement on Subsidies and Countervailing
Measures defines various types of subsidy, and provides a set
of rules and procedures to invoke countervailing duty mea-
sures. In short, a subsidy means a financial contribution by a
government or any public body, and a benefit is thereby con-
ferred. A countervailing duty means a special duty levied for
the purpose of offsetting any subsidy granted upon manufac-
ture or export of any goods.

Service-related Issues

33. With the rapid increase in trade in services particularly
among developed countries, the importance of this sector in
economic activities and the need to establish disciplines over
this trade in a multilateral framework was recognized. The
service sector was negotiated at the UR as one of the new
areas despite the negative position of developing countries in
general that domestic service industries still remained at an
early stage of development and, thus, they were subject to a
variety of regulations. Nevertheless, the General Agreement
on Trade in Services (GATS) provides a framework for gov-
erning trade in various services.

34. GATS has the following objectives: expansion of ser-
vices trade, progressive liberalization through successive
rounds of negotiations, transparency of rules and regulations,
and increasing participation of developing countries. GATS
covers all measures affecting trade in services which are di-
vided into the following four categories: cross border supply
(from abroad into the territory of the member, e.g. telecom-
munications), consumption abroad (delivery outside the ter-
ritory of the member, e.g. tourism), commercial presence
(through local establishment of legal entities, e.g. corpora-
tions), and presence of natural persons (through physical pres-
ence of service supplier, e.g. medical doctors, lawyers).

35. Obligations of the WTO members under the GATS takes
two forms; unconditional and conditional obligations. The
former includes MFN treatment, transparency, and domestic
regulation. In the case of the latter, one of the important obli-
gations is not to restrict international transfer and payments
for current transactions. GATS provides certain exceptions
such as restrictions to safeguard the balance of payments, and
general and security exceptions. It should be noted that liber-
alization commitments in trade in services by individual mem-
bers are specified in their Schedule of Specific Commitments
for which NT and other obligations are imposed. For this rea-
son, it is vital to expand specific commitments with increased
participation by developing countries. To this end, this sector
is one of the built-in-agenda and the negotiations have just
started.
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Intellectual Property Rights (TRIPs)

36. During the latter stage of MTNs in the Tokyo Round,
participating countries attempted to establish rules on trade
in counterfeited goods, but this did not materialize. In the
UR, an international agreement – the Agreement on Trade-
Related Aspects of Intellectual Property Rights (TRIPs), which
covers a wide range of intellectual rights — was agreed upon.

37. TRIPs, which stipulate minimum standards, cover seven
IPRs, namely copyright and rights related to copyright, trade-
marks, geographical indications, industrial designs, patents,
layout-designs (topographies) of integrated circuits, and un-
disclosed information. The two most important principles of
GATT, i.e. MFN and NT, are applicable to TRIPs. There is a
set of enforcement provisions including those at the border as
well as civil and administrative measures. In addition, dis-
putes concerning TRIPS are settled under the WTO dispute
settlement framework.

38. With respect to transitional arrangements, deferred imple-
mentation of TRIPs is allowed for five years for developing
country members and member economies in transformation,
and ten years for LDC members. Since TRIPs cover a num-
ber of IPRs and, consequently, involve complexities, many
developing country members are not still in a position to fully
implement TRIPs. The issue of further extensions of the de-
ferred implementation of the agreement is being discussed at
the WTO. Technical assistance is provided by the WTO and
the World Intellectual Property Organization (WIPO) to help
developing countries in this regard.

Dispute Settlement

39. While GATT/WTO rules stipulate a number of obliga-
tions to its members such as application of MFN rates of duty
and those under agreements on NTMs, there are instances
where some members fail to comply with these obligations.
As a result, rights of other members may be impaired or nul-
lified. For such cases, GATT provides two simple articles
(Articles XXII and XXIII) for the settlement of disputes. As a
rule, under the WTO regime, it respects efforts made by the
parties to settle dispute cases through bilateral consultations.
Only if this process fails, cases are taken to the WTO.  Al-
though GATT does not provide precise and detailed rules and
procedures to implement the two articles, it developed and
accumulated such rules and procedures on a de facto basis, in
particular, panel proceedings, through cases over time. In the
UR, practices for dispute settlements were codified into an
international agreement, known as the Understanding on Rules
and Procedures Governing the Settlement of Disputes (DSU).

40. DSU provides a single set of rules for all disputes aris-
ing from the implementation of all UR agreements. When a
member has recourse to DSU, a panel is established to exam-
ine the case and to report its findings and recommendations
to the General Council. Once the report is approved, the ac-
tion necessary to bring the infringer into consistency with the
WTO discipline is taken by the party concerned. If it takes

time to undertake this action, compensation may be provided
to the aggrieved party. If the party fails to take WTO-consis-
tency action, a retaliatory action may be approved. Thus, DSU
provides a central element in providing security and predict-
ability to the multilateral trading system.

41. Major characteristics of DSU includes detailed procedures
established through past experiences, automatic application of
the proceedings, setting of clear-cut deadlines at each stage of
panel proceedings, and implementation aimed at securing con-
formity of measures. When an establishment of a panel con-
sisting of three to five panelists is requested, the Dispute
Settlement Body (DSB) decides to do so by “reverse” consen-
sus. As a general rule, a panel report is submitted in six months
from the date of the panel establishment. Third parties having
substantial interest in a particular case may join the proceed-
ings. The parties to the dispute may appeal the case to the Stand-
ing Appellate Body of seven members for the issues of law and
legal interpretations developed by the panel. With the excep-
tion of the appeal cases, a panel report is adopted within 60
days of circulation of the report by reverse consensus. DSB
monitors regularly the implementation of panel reports by the
parties concerned. There are almost 200 cases since the incep-
tion of WTO. Generally, DSU has worked satisfactorily.

42. The final presentation in this session was by Mr. Teruo
Ujiie, ADB Trade Specialist on ‘Post Seattle Ministerial Meet-
ing: Updates on Key Issues’. Ujiie started his presentation by
noting that the international context for multilateral trade ne-
gotiation (MTN) had been changing since the creation of WTO
in 1995 and quoting some examples. Issues of international
trade and development are now more actively discussed at the
WTO, although UNCTAD still remains an important forum in
this field. Since the failure of launching a new round of MTNs
at the 3rd WTO Ministerial Meeting in Seattle in December 1999,
many WTO members are making efforts toward its early launch-
ing, using every opportunity, both formally and informally, and
bilaterally and multilaterally. On one hand, many important
meetings at the international level have discussed the possibil-
ity and timing of a new round. However, it is still undergoing a
process of “confidence building” among WTO members be-
fore the launch of a new round. On the other hand, developing
countries are carefully watching the real progress in further
market access to LDCs, enhanced capacity-building delivery
and full implementation of WTO agreements, which may ap-
pear a sort of “precondition” to launch any new round.

43. With regard to key issues in the new round, the final
draft of a Ministerial Declaration informally tabled at the Se-
attle meeting contained seven areas for MTNs: agriculture,
services, and market access on non-agricultural products,
TRIPs, WTO rules, government procurement, and trade fa-
cilitation. On investment and competition policy, the draft
states that studies and examinations are to be continued and
the next Ministerial Meeting to be held within two years will
decide on whether they are to be included in the new round.

44. The seminar participants made several observations. It
was evident from the failure of the Seattle Ministerial Meet-
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ing that domestic trade policy and the political situations in
key member countries affect the reaching of a consensus. In
the context of a rapidly globalizing world economy where
outsourcing of parts and components by transnational corpo-
rations (TNCs) are on the increase, the issue of rules of origin
is becoming more important.

Economic and Social Implications of
Evolving Trade Policy Issues

45. Dr. Prema-chandra Athukorala, Senior Fellow, Re-
search School of Pacific and Asian Studies, Australian
National University, started the session by presenting a pa-
per entitled ‘Asian Developing Countries and the Global
Trading System for Agriculture, Textiles and Clothing: UR
Achievements and Post-UR Issues’. Following a stage-set-
ting discussion on the role of agriculture, textiles and cloth-
ing in the Asian developing economies, Athukorala discussed
the UR agenda relating to these two commodities, followed
by a critical assessment of the commitments and compliances
until now under the respective agreements. The presentation
concluded with a number of suggestions for the future reform
agenda in the light of the Asian experience.

46. The UR was concluded at a time when most of the de-
veloping countries in Asia had already embarked on signifi-
cant unilateral trade liberalization reforms. But in all countries,
reforms in agricultural trade had generally lagged behind those
in manufacturing. The contribution of the UR Agreement on
Agriculture (AOA) to redress the imbalance in the reform
process has so far been marginal. However, the new WTO
regime does offer opportunities for domestic reform and ef-
fective engagement in multilateral negotiations to further the
liberalization process, and to keep the policies from regress-
ing back to the old forms of QRs. Likewise, the agreed aboli-
tion of MFA quota regime under the Agreement on Textiles
and Clothing (ATC) is important for the effective integration
of labor-surplus countries to integrate into a rule-based trad-
ing system in line with their comparative advantage.

47. To be effective, planning for freeing agriculture in de-
veloping countries should involve simultaneous reforms of
import and export regimes and domestic production support
mechanisms.  Provision of financial support for implement-
ing the required social safety net measures can play an im-
portant role in making the required comprehensive reforms
politically palatable and feasible. While overloading WTO
with matters that fall beyond its purview may be counterpro-
ductive, there is certainly a case for a coordinated approach
involving the WTO and international developing finance in-
stitutions, including regional development banks, in this
sphere.

48. The other policy options for world agricultural reforms
suggested by the South Asian experience include speedy re-
duction of bound tariff to realistic levels with a view to pro-
viding an effective anchor for the ongoing liberalization
process; providing developing countries with more institu-
tional support for making the best use of the WTO dispute

settlement mechanism; and effective consultative efforts to
improve the capacity of developing countries in meeting in-
ternational standards required under the SPS Agreement.

49. In the area of textiles and clothing, despite some inevi-
table short-run adjustment problems that may arise for some
developing countries, the abolition of MFA quota regime is
important for the effective integration of developing coun-
tries into a rule-based world trading system. Thus they should
make every effort though active engagement in multilateral
trade negotiations to see that industrial countries honor their
commitments under the ATC. At the same time, they should
prepare themselves for facing competitive market conditions
in the post-MFA era through speeding up of domestic liberal-
ization reforms.

50. In the open discussion, Athukorala emphasized that the
adjustment pain resulting from the heavy concentration of
employment in the agricultural sector (particularly in the South
Asian countries) is not a valid reason for postponing reforms.
As the East Asian experience vividly illustrates the long-term
solution for poverty and rural unemployment lies in success-
ful integration into the world trading system. He also elabo-
rated on the important complementary role of the SPS
Agreement and the related WTO Dispute Settlement Mecha-
nism in avoiding the possible use of SPS conditions by im-
porting countries as a new form of protection, following
dismantling of tariff barriers under AOA.  The other issue
discussed included the possible relocation of clothing pro-
duction from the high-cost Newly Industrialized Countries
(NICs) to labor-surplus countries in the region following the
abolition of MFA quotas, and the complementary role of trade
liberalization and FDI liberalization in the expansion of cloth-
ing and other labor intensive export product lines in latecomer
countries.

51. Dr. Ulrike Grote, Senior Research Fellow, Department
of Economics and Technological Change, Center for De-
velopment Research (CDR), University of Bonn, made a
presentation on ‘Environmental Standards for Agricultural
Products in Brazil, Germany and Indonesia,’ based on a
collaborative research with Drs. Claus Deblitz, Federal Agri-
cultural Research Centre (FAL), Germany; and Susanne
Stegmann, Research Association for Agricultural Policy and
Sociology, Germany. The key theme of Grote’s presentation
was the often-voiced concern in trade policy debate that the
costs of higher environmental standards lead to unfair com-
petitive advantage for industrialized countries over develop-
ing countries.  Based on the results from a firm-level
comparative study of production and processing of vegetable
oils, grain and chicken in Brazil, Germany and Indonesia, she
argued that for the typical firm, the impact of environmental
standards on the production costs is relatively small, com-
pared to the total cost differences due to wage levels, price of
land, machines, buildings and equipment.  Such cost could
be binding only in the presence of small profit margins re-
sulting from other firm and country specific factors. Grote
stressed that country-specific differences in environmental
standards are not only determined by climate, but also by
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population density, national economic and social conditions
as well as differences in the scarcity of environmental goods.
Thus the current emphasis on the possible adverse effects of
imposing environmental standards seems misguided.

52. A key point concern voiced in the open discussion was
the danger of making inferences on the basis of a study of the
cost structures of a limited number of firms in only three coun-
tries.  However, many participants praised Grote for attempt-
ing to shed empirical lights on an important issue in the current
trade policy debate. An important methodological issue which
came up in the discussion was the need for using border price
values, rather than market price values of total cost (as has
been done in her paper), as the basis for assessing the relative
incidence of environment factors on international competi-
tiveness of firms.

53. In her second presentation, Grote spoke on ‘The Impact
of Sanctions and Social Labeling on Labor Standards’, fo-
cusing specifically on the widely debated issue of child labor.
Based on research undertaken by the ILO in India and Africa,
she argued that even if trade sanctions may improve the work-
ing conditions of a small percentage of child laborers in de-
veloping countries, such measures may ultimately do more
harm than good to the poor. Working children contribute on
average between 20 to 25 per cent of family income in these
countries. More importantly, sanctions affecting the formal
sector employment could well encourage children to seek
employment in the informal sector, leading to more, not less,
exploitation. There is little to recommend social labeling and
codes of conducts as alternatives to trade sanctions. On the
whole, perhaps the best and more lasting solution to the child
labor issue is not through trade sanctions or social labeling but
through a greater allocation of resources toward directly tack-
ling, within the context of economic development policy, the
economic conditions that led poor families to send their chil-
dren to work, rather than school, in the first place.

54. Mr. Amit Dasgupta, Director (Economics), South
Asian Association for Economic Cooperation (SAARC)
Secretariat, Kathmandu, supported Grote’s central argu-
ments in his presentation on ‘Labor Standards: A New Form
of Protectionism’.  In addition, he made the point that em-
ploying child labor remains an integral element of family-
based, small-scale firms, which account for a significant share
of domestic manufacturing in South Asian countries (and other
low-income countries in the world).  He also pointed to the
need for international financial support for covering the mas-
sive cost involved in bringing working children back to
schools. According to a recent study conducted in India, the
total cost (including compensation for families for lost in-
come) of bringing all working children back to school could
be as high as $2 billion a year. The linkage with poverty in
developing countries also tends to be ignored by the moral
arguments. Before labeling child labor as an abuse of chil-
dren, it is important to reconsider the alternatives, and the
possible benefits to the child. In view of the abject poverty in
most developing countries, the alternatives available are al-
most non-existent. Trade bans on the use of goods produced

by child labor could therefore have a serious and unintended
effect on children essentially by forcing them into other paid
work at even lower wages and demeaning work conditions.

55. Mr. David Edwards, Assistant Chief Economist, ADB,
spoke on ‘Small States in the Global Economy’, drawing
upon the interim report of a study by the Commonwealth Sec-
retariat/World Bank Task Force on Small States.  After an
overview of the economic characteristics of small states, and
the nature and sources of their vulnerability to external eco-
nomic shocks, Edwards discussed at length economic chal-
lenges of and opportunities for these states. The policy options
he considered fall into three broad areas: tackling volatility,
vulnerability and natural disaster; transition and adjustment
to a new global trade regime; and capacity building and gov-
ernance.

56. On the task of tackling of volatility, vulnerability and
natural disaster, Edwards argued that international action in
the areas of risk management involving disaster mitigation,
disaster insurance and commodity risk management could
present more efficient alternatives to other forms of reducing
income volatility, particularly those directed at supply shocks
(such as programs of product diversification).  On the subject
of transition and adjustment to a liberalized global trading
regime, he noted many difficulties faced by small countries
in this process, given their heavy reliance on special prefer-
ences on trade performance, narrow domestic resource base
and limited institutional capabilities. So he argued for con-
certed international support for them to traverse the transi-
tion process. In particular, additional support is needed to
enable these countries to participate fully in the WTO mecha-
nism, as it is impossible for them to match the negotiating
power of big states. Finally, international financial institu-
tions (IFIs) should play a pivotal role in capacity building
and improving governance in these countries. Among the spe-
cific issues which Edwards highlighted in this area were: ac-
cumulation of knowledge as to the policies that work and do
not work for small states and the exchange of such knowl-
edge; the development of regional approaches that can be of
assistance in overcoming the lack of capacity; provision of
advice on the regulation of utilities and on competition policy;
and the harmonization of procedures and reporting require-
ments required by IFIs from the governments of small states.

Regional Trade and Economic Groupings
in Asia

57. Dr. Jayant Menon, ADB Economist, opened the ses-
sion with a presentation on ‘The Evolving ASEAN Free
Trade Area: Widening but Deepening?’ The focal point of
his presentation was the implications of the broadening of the
membership of ASEAN on the deepening in the regional trade
liberalization process in the ASEAN Free Trade Area (AFTA).
The membership of AFTA has grown from six at its inception
in 1992 to 10 countries currently. The main benefits for the
new entrants are likely to come predominantly from improved
access to markets in the region, and through increased for-
eign investment flows. This ‘widening’ has resulted in an in-
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crease in AFTA’s diversity, making it more heterogeneous.
But heterogeneity threatens to fragment AFTA, with the emer-
gence of a two-tier system consisting of developed and un-
derdeveloped segments.

58. The AFTA program was designed to deepen regional in-
tegration.  However, apart from harmonizing customs proce-
dures and tariff nomenclature, and fast tracking a common
customs valuation method, progress in other areas of deepen-
ing integration has been limited. Indeed in such areas as ser-
vices and intellectual property rights, for instance, the
multilateral, rather than regional approach would appear to
be more effective and less likely to create distortions. In the
area of foreign direct investment, the preferential access ar-
rangement proposed in the ASEAN Investment Area could
distort the investment climate and result in unequal gains to
old and new members.

59. In the open discussion, Dr. Suthad Setboonsarng,
Deputy Secretary General, ASEAN Secretariat, argued that
the two-track approach to integration adopted by AFTA was
unavoidable given the vast differences between the new and
old members in terms of their stages of development.  He
reiterated that achievement to date in the areas of harmoniz-
ing customs procedures, tariff nomenclature and speeding up
of customs valuation methods in new members, have exceeded
initial expectations. Another point raised in the discussion was
related to the possible beneficial effect of AFTA in the facili-
tation of regional relocation of assembly processes within
vertically integrated high-tech global industries (in particu-
lar, in electronics industries).

60. Mr. Amit Dasgupta spoke on ‘Regional Economic
Cooperation Initiatives within SAARC’. After presenting
a chronology of the formation of the SAARC and proposals
for integration made in successive rounds of trade negotia-
tions of the SAARC countries, he commented on factors that
have contributed to the relatively slow progress to date in the
implementation process. Dasgupta argued that, despite little
tangible outcomes to date in trade liberalization among mem-
ber countries, the commitment of these countries to economic
cooperation had gained momentum over the past decade. This
had, to some measures, been an outcome of changing global
economic environment and its apparent unpredictability. For
instance, the apparent bias in the WTO process against disad-
vantaged developing and least developed countries has be-
come a driving force for the countries in the region not only
for developing joint positions and strategies but also for find-
ing ways and means of protecting natural resources, heritage
and knowledge.

61. Dr. Suthad Setboonsarng spoke on ‘Regional Group-
ings and Globalization’. Following an overview of the in-
creased emphasis on the formation of RTAs over the past
decade and their complementary role in multilateral trade lib-
eralization, and challenges faced by the RTAs in the face of
rapid globalization, he drew upon the experience of the
ASEAN to illustrate some of his key arguments. In conclu-
sion, Setboonsarng emphasized that regional grouping was

an important mechanism that can assure the developing coun-
tries a fair share of benefits from globalization. It was also an
important vehicle for developing countries to put forward their
position in the international arena. He further noted that ben-
efits of regional grouping could be enhanced through resource
pooling, mutual assistance and emphasis on implementing
international commitments as well as expanding its coverage
to address social development issues.  In the context of rapid
globalization, there is a need for RTAs to adopt an outward
looking approach.

62. In the open discussion, a number of participants pointed
to the danger of over generalization from the seemingly unique
experience of the ASEAN. Setboonsarng admitted that spe-
cific political factors have in fact contributed to ASEAN’s
success.  He also reiterated that like any other policy instru-
ment, the success of a regional grouping depends on the way
it is skillfully used with a careful eye on the economic and
political circumstances of the given member countries.

63. Dr. R.B. Adhikari, ADB Institute, gave a presentation
on Subregional Economic Cooperation and the ADB draw-
ing on the paper on this subject prepared by Dr. Min Tang,
Chief, Economic Unit of ADB, Residential Mission in PRC.
Adhikari provided a comprehensive picture of the rapid de-
velopment of cooperation among countries in Asia, followed
by a discussion of the role of ADB in promoting effective
subregional cooperation. It was noted that, as the primary
development institution in the region, ADB had been perform-
ing three complementary functions in promoting subregional
cooperation — providing knowledge and information through
its research and technical assistance activities, acting as a ‘hon-
est broker’ to bring all the parties together and providing non-
partisan policy advisory services, providing its own funds to
support regional cooperation projects and helping in the mo-
bilization of funds from the private sector and other sources.
In conclusion, regional cooperation has proved to be an im-
portant means for the Asian countries to accelerate economic
and social development. Looking ahead, the future of regional
cooperation remains bright, notwithstanding economic dis-
ruption caused by the recent Asian financial crisis.

Other Trade Policy Issues

64. Ms. Kerrin M. Vautier, Research Economist,
Auckland, New Zealand, spoke on ‘Competition Policy,
Conceptual and Policy Issues: the Pacific Economic Co-
operation Council (PECC) Competition Principles and the
WTO’.  Following some introductory remarks on the mean-
ing and scope of ‘Competition Policy’ and its importance as a
new trade-related issue, Vautier spoke at length on approaches
being taken to competition policy in both the Asia Pacific
Economic Cooperation (APEC) forum and the WTO, and on
the APEC Principles for Competition and Regulatory Reforms.
Particular emphasis was placed on the importance of the APEC
Principles on economic policy formation in member coun-
tries as well as their relevance for identifying and dealing
with certain competition issues at a multilateral level in the
context of the WTO.
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65. Commenting on the relationship between trade measures
and competition, Vautier emphasized that, to achieve effi-
ciency and welfare gains, competition impacts of trade mea-
sures need to be brought within a multilateral framework under
the purview of the WTO. Any argument that international
competition issues are confined to anti-competition business
practices and hence to anti-trust policy should be rejected for
what it is, namely, an inappropriately narrow approach that
risks leaving government measures, including trade measures,
off the competition agenda.

66. Lowering border restrictions on trade and the exposure of
trade measures to competition criteria through multilateral ini-
tiatives are necessary conditions for stimulating pro-competi-
tive business conduct. But these preconditions are unlikely to
be sufficient alone.  To be effective, initiatives at the multilat-
eral level need to be reinforced by unilateral policy responses
at the national level in accordance with competition principles.

67. In the open discussion, Vautier reiterated the point that
there is a need to treat competition policy as an important
element of a comprehensive policy package aimed at creat-
ing a pro-competitive incentive structure needed for reaping
economic gains from global integration. Based on the PECC
experiences, she also argued that the other regional group-
ings should include competition policy as a priority item in
their reform agenda.

68. Dr. Yongzheng Yang, Senior Lecturer, National Cen-
tre for Development Studies, Australian National Univer-
sity, presented a paper on ‘Export Competition in Asia and
the Role of People’s Republic of China (PRC)’. Yang began
with a stage-setting discussion of the terms of trade and fallacy
of composition arguments that cast doubt on the role of export-
led industrialization in developing countries. The key message
from the discussion was that these conventional arguments are
fundamentally flawed and export-led industrialization through
global integration remained the only effective path for sustained
equitable growth. With this background, Yang examined the
implications of export competition from PRC and the likely
future devaluation of the PRC currency for the export-led
growth process followed in other countries of the region. He
concluded against the widely-held view that intense competi-
tion from PRC would crowd out opportunities for others. In a
world of differentiated products, developing countries not only
compete with but also complement one another. The net effect
on any particular country would depend crucially on the inten-
sity of its trade with its competitors/partners as well as the ex-
tent of competition in third country markets. Based on an
economic impact simulation that allowed for all these impor-
tant interrelations, Yang demonstrated that the net effect of com-
petition from PRC could be favorable, rather than negative, for
the other countries in the region.

69. In the open discussion, a question was raised about
PRC’s exchange rate policy during the Asian crisis and likely
future developments. Yang responded that PRC’s decision to
stick to the exchange rate peg during the crisis was well
thought-out, but noted that, with the deepening of reform, PRC

would be compelled to move toward greater exchange rate
flexibility in the near future. However, he reiterated that this
would not have a significant negative effect on the other coun-
tries in the region because PRC is still a much smaller economy
than the EU, Japan and the United States.

70. Adhikari and Menon spoke on trade liberalization and
poverty reduction. Based on the ongoing research at the ADB
and the ADB Institute in this subject area, Adhikari highlighted
the key conceptual issues related to trade liberalization and
poverty reduction relationship. The economic relationship
between trade liberalization and poverty reduction implicitly
assumes that additional income will be generated through ef-
ficient allocation and use of resources in line with given un-
derlying comparative advantage (CA). One of the major
sources of CA in developing countries is unskilled labor which
gets more utilized in an open trade policy regime. The in-
creased growth of national income may also lead to additional
investment in primary health, education and public utilities,
which would benefit the poor and hence provide a longer-
term contribution to poverty reduction.

71. He noted that to gain full effect of the CA model, do-
mestic and foreign trade, foreign direct investment, and fac-
tor markets would require liberalization. The extent of poverty
reduction impact will, therefore, depend on the nature and
extent of trade liberalization. Poverty-reducing growth may
take place through economy-wide resource reallocation ef-
fects, exposure and access to foreign markets, capital and tech-
nology. However, the extent of poverty reduction will also
depend upon other factors such as initial conditions, socio-
political structure, governance, etc. In the immediate term,
however, trade liberalization may negatively affect income
growth of the poor, for which appropriate provision of social
safety nets will be necessary.

72. One limitation of the CA model is that the areas, which
are poorly endowed with resources or unfavorable initial con-
ditions, will be left behind in the development process. It is
also the case that most poor people live in less developed and
remote areas. Laggard or bypassed regions and communities
will therefore require direct measures for poverty reduction
(e.g., area or community development projects to provide basic
services such as utilities, health and education, infrastructure
and employment opportunities).

73. However, Adhikari said that there were also concerns
that direct measures for poverty reduction had limitations.
The success of such measures usually assume good gover-
nance at the national and local levels; a rational public spend-
ing program; adoption of a participatory approach in
formulation and implementation of public policy and program;
a good institutional capability at the local level; and an effec-
tive monitoring system in place. Of course, these might not
be the case in reality. He then raised another related question
of how to sustain poverty reduction and how to avoid recur-
rence of poverty. It is generally believed that sustained eco-
nomic growth and sufficient investment in the social sector,
e.g., primary health and education; early childhood develop-
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ment; and provision of public utilities, would ensure the
sustainability of poverty reduction.

74. Adhikari raised a further issue related to the growth and
poverty reduction experience of India and the PRC. India and
PRC have both a high concentration of absolute poverty de-
spite a high and stable economic growth (averaging 7 per cent),
which may be called a growth–poverty paradox. Interestingly,
both are large economies, have regulated domestic markets,
which are not fully open to the outside world, and have a large
state-owned sector. Perhaps these could even be the particular
features that may provide some explanation for this paradox?

75. Menon explained the link between greater outward orien-
tation and poverty reduction in the light of the Malaysian ex-
perience since the early 1970s, drawing on a paper entitled,
‘Outward Orientation and Economic Performance: The
Malaysian Experience’, which he had co-authored with Dr. P.
Athukorala. He noted that Malaysia had been successful in
achieving its developmental objectives by adopting pragmatic
policies in line with changes in the global economy.  Rapid and
sustained growth through export-led industrialization in Ma-
laysia has been accompanied by rapid employment growth,
reduction in poverty and across-the-board improvement in liv-
ing standards. Generally, the Malaysian experience clearly dem-
onstrates that in a small open economy, the task of achieving
growth with equity is facilitated by a long-term commitment to
an open and liberal trade and investment policy regime.

Country-Specific Issues Raised by
Participants

76. To provide an opportunity of in-depth learning, the par-
ticipants of the seminar were divided into four groups to
present and discuss country specific issues in the light of the
subjects covered in the seminar. Each group was provided
with a resource person. The key points arising from the four
group presentations are summarized below.

Group A: Fiji, Indonesia, Malaysia, Papua
New Guinea, Philippines and
Thailand

Agenda for future trade liberalization

77. As the current work program of member countries un-
der the WTO is already heavy and demanding, the time is not
ripe for another broad-based and comprehensive round of
multilateral trade negotiations. The educative process relat-
ing to the issues identified at the Ministerial meeting in
Singapore in 1998 (‘Singapore issues’) should be implemented
in full so that member countries fully understand the multi-
lateral rules in preparation for future trade negotiations. De-
veloping countries have experienced numerous problems with
implementation of some UR agreements, for instance, TRIMS
(Philippines and Malaysia) and TRIPS (Papua New Guinea,
Malaysia and Indonesia).  Future negotiations should there-
fore be restricted to the built-in agenda.

Liberalization of agricultural trade

78. The objective of establishing a fair and market-oriented
agricultural trading system requires comprehensive reforms,
covering market access, export subsidies and domestic sup-
port .  Non-trade concerns enshrined in so-cal led
‘multifuntionality’ should not be used as an excuse not to
negotiate. Special and Differential (S&D) treatment provi-
sions for developing countries in the Agreement on Agricul-
ture should be fully honored by developed countries.

Liberalization of services trade

79. It is important to begin negotiations on the movement of
natural persons, an area where developing countries have com-
parative advantage in the supply of skilled, semi-skilled and
unskilled workers. Appropriate Emergency Safeguard Mecha-
nisms (ESMs) should be developed in order to cushion devel-
oping countries against excessive adjustment pain in the process
of opening up the services sector to foreign competition.

Environment and labor standards

80. These are developmental rather than trade issues and,
therefore, should be kept out of future trade negotiation
agenda. The decision of the Ministers at the Singapore meet-
ing that competency in the area of labor issues lies with the
ILO should be strictly adhered to.

Regional integration

81. Proliferation of RTAs can be a stumbling-block rather
than a building-block in the move towards free and open glo-
bal trade. They can be a useful building-block only if empha-
ses are placed and provisions are made to eventually
multilateralize preferences. A self-review process should be
initiated under the WTO to ensure that RTAs are WTO con-
sistent. This is important particularly because of the recent
proliferation of bilateral agreements.

Group B: Bangladesh, India, Maldives,
Nepal, Pakistan, Sri Lanka

Key issues for further trade liberalization

82. All countries in the group are committed to further trade
liberalization and economic reforms as part of their overall
export-led growth strategy aimed at providing employment,
alleviating poverty and realizing sustainable development.
Given the fiscal imbalances and heavy reliance of govern-
ment revenue on trade taxes, further reduction of tariffs may
pose added fiscal problems in the short run. While these coun-
tries are committed to reforming their domestic tax structures
to prepare for liberalized trade regimes, international organi-
zations should provide policy-based lending and refinancing
facilities to implement these reforms. LDCs in particular re-
quire special consideration in view of their specific problems
to avoid being further marginalized. Tariff reductions under
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the WTO have given rise to increased use of various new forms
of protection such as anti-dumping and CVD measures, tech-
nical standards, SPS standards and ROO imposed by devel-
oped countries. A new round should tackle this unhealthy
development.

Experience with the WTO

83. There are many imbalances and difficulties faced by these
countries in the implementation of existing agreements, which
need to be rectified as part of future multilateral trade nego-
tiations. These include imbalances inherent in some of the
UR agreements (TRIPS, TRIMS, subsides and CVD), lack of
apparent sincerity on the part of industrial countries in phas-
ing out quotas under the Agreement on Textiles and Clothing,
lack of action so far relating to the movement of natural per-
sons under the GATS, delaying the implementation of the
‘S&D treatment’ clauses, which have remained in the nature
of best endeavor clauses, and slow implementation of inte-
grated framework for technical assistance for capacity build-
ing in LDCs. The countries in the group (like most other
developing countries) have so far not been able to make full
use of the WTO Dispute Settlement Mechanism due to the
prohibitive costs in terms of finance and manpower require-
ments. There is a need for suitable international support for
putting up some special arrangements in Geneva and also
capacity building in this area.

Agriculture trade liberalization

84. The group expressed its firm conviction that the success
of further negotiation in agriculture would depend on redress-
ing existing shortcomings and imbalances in the AOA. In par-
ticular, attention should be paid to development concerns and
objectives of developing countries.  There is also a need for
greater flexibility in domestic support measures to sustain and
develop their agricultural sector. Distinction should be made
between AMS, which are used to carve out a niche in interna-
tional trade, and those measures implemented for poverty al-
leviation. The most important issue arising from the
implementation of SPS Agreement relates to the setting of
SPS standards. International standards are being developed
regardless of conditions prevailing in developing countries.
It is important that S&D provisions of this Agreement (Ar-
ticle X of SPS Agreement) should be accorded their full mean-
ing, so that this Agreement does not in any way discriminate
against the trade of developing countries.

Textiles — MFA phasing, bilateral
arrangements

85. Textile and clothing sector is important in all the coun-
tries in the group in terms of providing employment and gen-
erating foreign exchange earnings.  It is important to ensure,
through active engagement, that the commitment to phase out
MFA quotas by industrialized countries be fully implemented.
Once MFA quotas are lifted, these countries may face short-
run adjustment problems. To address these issues, it is neces-

sary to provide concessionary financing and other institutional
support.

Environment and labor standards

86. Attempts by industrial countries to bring in labor stan-
dards within trade policies are a major concern for countries
in South Asia, where family labor is very important in many
sectors. Employment of child labor is a direct result of pov-
erty in the region, an issue that is more related to develop-
ment than trade. Restrictive trade measures against developing
countries employing ‘child labor’ could be counterproduc-
tive.

87. Labor issues are a non-trade concern. The ILO is the
only international organization to address the issues of labor
standards. The Singapore Ministerial Decision on labor is-
sues should be strictly adhered to. Environmental standards
are different from country to country due to their geographi-
cal and topographical differences. Therefore, these differences
in environmental standards need to be recognized. There are
other international agreements and conventions to address
environmental issues. Therefore, WTO agenda should not be
over-loaded with these basically non-trade concerns.

Regional integration

88. The regional integration was considered by the group as
a stepping-stone to achieve the ultimate objective of fully in-
tegrating into the global economy.  All five countries are mem-
bers of SAARC, which are committed to SAPTA process and
its eventual transformation into SAFTA. SAARC has already
undertaken trade facilitation measures such as harmonization
of customs procedures and standards, visa exemption for
movement of business people to promote trade and economic
cooperation among member countries. The SAARC members
have begun to work toward forging common positions on
WTO issues. The countries are of the view that the coordina-
tion and liaison with other regional groupings will result in
further liberalization of trade.

Group C: People’s Republic of China, Viet
Nam, Lao PDR, Cambodia,
Myanmar, Kyrgyz Republic, and
Uzbekistan

89. All countries in the group are transition economies, which
are at various stages of economic transition from the centrally-
planned system to market economies. As part of their presen-
tation, participants in the group provided a comparative
discussion on the commonalities and divergences among the
countries in terms of the progress made and problems encoun-
tered in the transition process. Amongst them, Myanmar (for
some time) and Kyrgyz Republic (very recently) are WTO
members. In the case of PRC, the experience of preparing for
the WTO membership has been daunting. There are several
seriously potential problems due to WTO membership, which
PRC will have to address. First, it is likely that there will be
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an increase in unemployment due to the need to shed excess
staff and to have more efficient staff in new companies. Sec-
ond, it is likely that in the short term there could be increased
instability of the domestic banks (which are inefficient) due
to the competition from foreign banks after the WTO mem-
bership. Lastly, many strategic industries (e.g., automobiles,
and chemicals, which are not necessarily economically effi-
cient) will have to undergo restructuring as they will face
outside competition. However, the likely economic benefit
from increased efficiency is expected to offset the costs and,
as a result, PRC has decided to opt for WTO membership and
promote trade and investment openness.

Key issues for the future

90. The group identified several key issues for future world
trade negotiations. Trade liberalization is an essential element
in economic transition of their countries. But to be more ef-
fective, and also to avoid socio-political upheaval, liberaliza-
tion should be well sequenced and well managed with
particular attention to be paid on the structural peculiarities
of the different economies. Massive agricultural subsidies and
tariff peaks in developed countries relating to areas of goods
trade, where developing and transitional economies have com-
parative advantage, are a major anomaly in the current world
trading system. This should be redressed in order to develop
a sense of belonging among the latter countries in the world
trading system. Low or zero duty on information services is
advisable, but an appropriate degree of flexibility should be
accorded to developing countries and transition economies in
the undertaking reforms in this area.

Group D: Hong Kong, China; Republic
of Korea; Singapore; and Taipei,China

Future WTO Agenda

91. There is a need for a new round of multilateral trade ne-
gotiations to complete the unfinished UR agenda, but the group
felt that the time was not yet ripe. It should be appropriately
timed to avoid another failure. The new round should not cover
labor issues, which could be better tackled by the ILO.

Agriculture

92. All agricultural subsidies should be made WTO-consis-
tent, and developed countries should endorse a long-term plan
of progressive liberalization. To avoid the use of SPS stan-
dards as a new form of protection, a concerted effort under
the WTO is needed to harmonize national food safety stan-
dards and to avoid unnecessary deviation of such standards
from international (e.g. CODEX) standards.

Services

93. Deepening and widening of liberalization of services
trade should be a priority item on the agenda of the new round.
The key issues to be considered in the new round include: (i)

accrediting unilateral liberalization measures, (ii) devising
clear rules on safeguard measures, government procurements
and subsidies, and (iii) achieving transparency of domestic
laws and regulations.

Textiles and clothing

94. The Agreement on Textiles and Clothing (ATC) should
be faithfully and fully implemented.  It should not be reopened
at the new round. Appropriate initiatives should be taken to
avoid the potential use of anti-dumping and safeguard mea-
sures by importing countries after the abolition of MFA quota.
Harmonization of rules of origin should be accomplished as
soon as possible.

Other Issues

95. Appropriate WTO rules should be devised to facilitate
e-commerce. Market access for non-agricultural goods — fur-
ther tariff reduction and elimination of non-tariff barriers —
should continue to be an important item on the reform agenda.
WTO rules relating to RTAs should be fully implemented with
a view to assuring that they are WTO-consistent.

Conclusions

96. Adhikari, Athukorala, Menon and Ujiie summed up the
conclusions of the seminar as follows:

● There is a need for a new round of multilateral trade nego-
tiations to complete the unfinished UR agenda, but it should
be appropriately timed to avoid another failure.  It is im-
portant to avoid overloading of the reform agenda with non-
trade related issues, in particular environmental and labor
issues which are essentially developmental rather than trade
issues.

● Every effort should be made to enhance the capacity of de-
veloping countries in the WTO process. This is the only
way to demolish the stereotype ‘rich man’s club’, a percep-
tion of the WTO which is gaining ground in policy circles
in developing countries, and to develop a strong sense of
‘belongingness’ in international trade policy arena among
developing countries.  Such favorable approach is crucial
for the success of future attempts toward global trade liber-
alization.

● Whatever the outcome of past multilateral liberalization
initiatives and likely  success or failure of a future round of
negotiations, individual countries should continue with their
liberalization programs. Successful integration into the glo-
bal economy on the basis of intrinsic comparative advan-
tage is a necessary pre-condition for rapid economic growth
and poverty reduction. Thus developing countries should
consider liberalization as an essential element of their de-
velopment strategy, not simply as a ‘commitment’ to the
WTO or other supranational bodies.



16 ADBI Executive Summary Series No. S25/00

● Given the proliferation of RTAs in recent years, WTO rules
relating to RTAs should be fully implemented with a view
to assuring that they are WTO-consistent.  In a rapidly inte-
grating global economy, RTAs should be viewed only as a
stepping-stone to multilateral trade liberalization.

● There is a need for coordination of activities of WTO and
international and regional developmental organization in
order to make liberalization reforms in developing coun-
tries feasible and politically palatable. For instance, coun-
tries like India and Pakistan are hesitant to implement
agricultural trade reforms in full mainly because of their
concern about short-term employment losses. Well-coordi-
nated rural development programs can play an important
role in reducing such adjustment pains. Another area where
‘trade liberalization — aid coordination’ can play an im-
portant role is the implementation of the SPS Agreement.
Many developing countries find the setting up of institu-
tional mechanisms to meet international food standards be-
yond their means, both in terms of the financial cost involved
and manpower required.

● To benefit from MFA abolition in particular, and to set the
stage for rapid expansion of manufactured goods, develop-
ing countries in the region should appropriately comple-
ment trade liberalization with liberalization of FDIs.

● Regional trading or economic groupings, if properly de-
signed and implemented, have the potential to bring about
dynamic economic gains through competition promotion
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and market expansion, and to facilitate multilateral trade
liberalization. There could also be a horizontal integration
of such economic groupings, e.g., across Southeast Asia,
South Asia, Central Asia and the Pacific countries to en-
courage the mobility of labor, capital and technology and
to maximize trade creation more widely. Indeed in such areas
as services and intellectual property rights, for instance, the
multilateral, rather than regional approach would appear to
be both more effective and less likely to create distortions.

● More advanced developing countries have already moved
toward specializing in knowledge intensive products and
processes in response to globalization, rapid technological
development, and changes in the market places. There is
now increasingly greater pressure on developing countries
to move forward in the same way. Developing countries
should therefore reform and reposition their trade strategy
in response to the changes in markets and the global trad-
ing environment and be able to share the benefits of global-
ization.

● Networking amongst the participants and delegates would
be mutually beneficial, particularly taking advantage of
Internet technology, hence it should be encouraged. Fur-
thermore, there is excess demand for this kind of seminars
which would directly assist in promoting the participation
of developing countries in world trading system, hence, in-
ternational development agencies like WTO and ADB
should provide further opportunities.
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