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Preface 
 
This is the report of a policy study undertaken for the Danish Ministry of Foreign 
Affairs to identify and analyse potential ways forward in the deadlocked 
negotiations on Special and Differential Treatment in the on-going Doha 
Development Round.  In studying the subject, two criteria are used: 
 

 A development criteria: A useful way forward is characterized as being 
instrumental for the achievement of development gains through 
international trade; 

 
 An objective of political feasibility: A useful way forward must have a 

minimum level of support among key WTO Members for it to achieve a 
degree of success of a magnitude that warrants further deliberations. 

 
The authors have been asked to focus on four areas of the WTO negotiations: 
Agriculture, Non-Agricultural Market Access (NAMA), Trade Facilitation and 
Trade-Related Intellectual Property Rights (TRIPS). 
 
The authors behind this policy study include representatives from two institutions, 
namely, the Danish Institute for International Studies (DIIS), Department of 
Globalization and Governance, and the Food and Resource Economics Institute of 
the Royal Danish Veterinary and Agricultural University (FØI). From the DIIS, 
researcher Michael Friis Jensen, senior researcher Peter Gibbon and PhD candidate 
Amin Alavi participated, and from the FØI, senior researcher Kim Martin Hjort 
Lind, associate professor Henrik Zobbe, PhD candidate Maria Skovager Jensen and 
research assistant Rie Paving Mortensen were the participants. The study was 
jointly coordinated by Michael Friis Jensen (DIIS) and Kim Martin Hjort Lind 
(FØI).  
 
Geoffrey Loades was consultant editor of the report. Editorial assistance was 
provided by Ane Toubro (DIIS). 
 
The policy study is the result of a joint effort. However, the two institutions 
involved have divided the work on agreement-specific analyses between them 
according to their individual qualifications. Thus, chapters 2, 6, 7 and 8 have been 
produced by the DIIS, and chapters 3, 4 and 5 by the FØI. The remaining chapters 
have been written jointly. 
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$                               United States dollar, unless otherwise specified 
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Executive summary 
 
 
Disagreement among Members of the World Trade Organization (WTO) over the 
Special and Differential Treatment (SDT) of developing countries is one reason for 
the slow progress of trade talks in the Doha Development Round. It is an issue that 
has to be addressed if a successful outcome to the Round is to be achieved. 
 
Historical analysis and survey work reveals feelings of discontent among Members, 
which are rooted in a number of different causes. These include: (a) disappointment 
over the results of the Uruguay Round; (b) a renewed trust in the soundness of 
SDT; (c) the direction the WTO has taken towards regulating domestic policy with 
a trade impact, as opposed to just trade policy exclusively as was the case with the 
GATT; and, last but not least, (d) sheer negotiating tactics. 
 
Naturally, (d) was to be expected, but there is a real necessity, both for political 
reasons and for the sake of objective development, to meet some of the developing 
countries’ concerns over (a), (b) and (c).  
 
The results of the Uruguay Round left developing countries feeling short-changed 
on the effective outcome. There are some good reasons for this, yet at the same 
time the feelings are not totally justified. SDT was particularly problematic, and 
there was a shift away from it in the Uruguay Round. What SDT offered was barely 
effective, mainly because it included extended implementation periods established 
by trade diplomats with insufficient comprehension of the difficulties of 
implementation itself, and promises of Trade-Related Capacity Building (TRCB) 
that developed countries have only sluggishly lived up to since. 
 
SDT was not a priority in the Uruguay Round, partly because there was less trust in 
the concept than at earlier times, even in developing countries themselves. SDT has 
since been re-evaluated and is now seen in a more positive light. Preferences are 
still believed to be a rather cumbersome way to favour development, yet on the 
positive side there are acknowledged success stories alongside the well-known 
stories of failure. Developing countries are now convinced that part of the outcome 
from the Doha Development Round is going to come through SDT. 
 
The creation of the WTO expanded across-the-border trade liberalization. In 
previous trade talks, it was tariffs and quotas that were the key issues. Now, it is 
issues relating to standards, intellectual property rights, customs rules, services 
regulations, and other domestic policies that are subject to multilateral trade rules. 
It is hardly surprising, therefore, that little belief is left in a ‘one size fits all’ 
approach to trade rules that regulate both trade policy and domestic policy with 
trade impact. Part of the renewed trust in STD has its origins in the demand for 
modifications from those developing countries not fitting the current WTO system. 
 
Agreement-specific analysis shows that the level of importance of these factors 
varies across different issues. For the purpose of this study, four negotiation sectors 
have been analysed, in addition to developments in the Committee on Trade and 
Development (CTD), where general as well as occasionally agreement-specific 
issues are negotiated. These four negotiation sectors are Agriculture, Non-
Agricultural Market Access (NAMA), Trade Facilitation (TF), and Trade-Related 
Intellectual Property Rights (TRIPS). Lessons learned from the negotiations are as 
follows: 
 



 ix

 
 Agriculture: SDT is a contentious issue in the agriculture negotiations. On 

almost all of the issues under discussion, developing countries are asking for 
exemptions to the MFN principle. In particular, the issue of tariffs is hotly 
contended. Developing countries are asking for substantial reductions in 
developed countries’ import barriers, but at the same time they demand the 
right to uphold significant tariffs. Also, on the issue of domestic support for 
agricultural producers, developing countries demand substantial reductions in 
industrialized countries’ policies of heavy subsidization, while also asking for 
provisions enabling them to support their own producers. Developed countries 
are willing to comply to a certain extent with the wishes of developing 
countries. In particular, a broad consensus exists among the WTO Members 
that LDCs will be largely exempt from any commitments. Analysis of the 
WTO Members’ officially submitted proposals in the negotiations identifies 
seven robust groups of countries with similar positions in the negotiations. It 
also reveals that the positions of the bulk of the industrialized countries are 
close to those held by a large group of lower-income countries, specifically the 
so-called “African Group”. This substantial block of countries forms a 
cornerstone upon which a compromise in the SDT negotiations could be built. 
Interestingly, the WTO’s “July Package” of 2004 lies in the same cluster as the 
developed countries. 

 
 NAMA: SDT is an issue in just about every element of the negotiations. 

The negotiations are moving only slowly, mainly due to a deep North-South 
divide, with developed countries on the one side demanding extensive 
liberalization, and most developing countries on the other side seeking ways 
out of deep commitments, and also looking to SDT. Valid SDT concerns 
include preference erosion, loss of tariff revenue, adjustment costs, and severe 
doubts on behalf of small and poor countries as to whether they will be able to 
exploit market openings due to supply-side constraints. 

 
 Trade Facilitation: One particular SDT issue has completely dominated 

the negotiations. Developing countries fear that a deal will lead to high 
implementation costs because it might force upon them the world-class system 
of facilitating trade as used in developed countries. Many developing countries 
might agree to the usefulness of trade facilitation, but they fear the costs of 
“shooting over the bar” when committing to using it. They are a long way from 
having implemented developed countries’ instruments, thus the desire for the 
question of implementation to be linked with the question of TRCB provision. 

 
 TRIPS: By now, SDT discussions may be split into two groups. One group 

of issues, most notably on access to medicine, which appear to be solved for 
the foreseeable future, and another group with sticky issues remaining, which 
are unlikely to be solved in the current round. 

 
The lessons from the negotiations on the four topics studied have been drawn 
together in an effort to find fruitful areas for new negotiation initiatives on Special 
and Differential Treatment (SDT) in the Doha Development Round. The following 
areas of focus have been identified: 
 
Preference erosion 
 
 To target the problem of preference erosion by improving the functioning 

of existing preferences and deepen preferences to include new areas. This 
would entail working to (a) make preferences binding, (b) to reform graduation 



 x

rules, (c) to restrict the use of anti-dumping measures, (d) to abstain from the use of 
side conditions in preferential trading arrangements, (e) to improve Rules of 
Origin, and (f) to work for preferential trading arrangements being provided by 
middle-income countries. Naturally, no single initiative could take on board all 
issues at once. Regarding (f) above, this is of course outside the power of 
developed countries to take decisions on directly, nevertheless a trade deal could be 
designed in such a way that part of the concessions given by middle-income 
countries would be preferential trading arrangements to small and poor countries. 
As such countries are unlikely to have much to trade in return, developed countries 
could provide return concessions. 
 
 To target the problem of preference erosion by working towards shifting 

away from a preference agenda and towards an aid agenda as a more effective 
stimulus to improving developing countries' competitiveness. It should be 
emphasized that these two options for targeting the problem of preference erosion 
are not mutually exclusive, but complementary. 
 
Implementation costs 
 
 To target the problem of implementation costs by linking the 

implementation commitment of developing countries with commitments to 
provide aid by developed countries. This is equivalent to putting the original 
ideas as suggested in the July Package back on the Trade Facilitation negotiating 
table. 
 
 To target the problem of implementation costs by introducing a 

'development test' to identify when implementing common rules may be 
counter-productive to development. This is a rather ambitious undertaking and 
may be outside what can be said to be politically feasible. Nevertheless, there have 
been discussions in several forums in the WTO, including in the Committee on 
Trade and Development, on questions for which serious analysis will quickly lead 
to suggestions along these lines. Any initiatives should be clearly focused on a 
well-specified set of rules, for which a development test could be imposed, and on 
a set of countries that could be given access to this option. 
 
Trade-Related Capacity Building 
 
 To exploit the momentum building up strongly now in favour of an 

increase in Trade-Related Capacity Building. It is recommended to support a 
strengthened and enlarged Integrated Framework. However, the realities 
should be taken duly into account. The Integrated Framework is a recent and 
complex institution with only limited absorption capacity. It is unrealistic to 
believe that it should become the vehicle behind a large-scale expansion in 'Aid for 
Trade'. It would be preferable, however, if it could become the pivotal point of such 
an increase. 
 
To consider other ways of expanding 'Aid for Trade'. This could be done by 
creating a funding mechanism to address the capacity issues identified in the 
Integrated Framework process. It could also consist of finding ways of exploiting 
more fully the coordinating and strategic role of the Integrated Framework when 
providing aid through normal bilateral and multilateral channels.
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1  Introduction 
 

1.1 The Doha Ministerial Meeting launched the current, on-going 
round of multilateral trade negotiations in November 2001. The new 
round has been named the 'Doha Development Round' (DDR). Why a 
development round? This question can only be answered by looking back 
at the previous round, the Uruguay Round. The Uruguay Round was the 
first to witness substantial participation by developing countries. 
Expectations were high in those days, and important concessions were 
achieved by engaging in agricultural liberalization and succeeding in 
negotiating the end of the Multi-Fibre Agreement. Other achievements 
included the formation of a binding dispute settlement mechanism. This 
system could be used to the advantage of the weaker players, who would 
benefit from a rules-based system. 
 
1.2 The belief in the opportunities for developing countries at the 
Uruguay Round negotiating table was originally so strong that what was 
once seen as a major achievement was now downplayed. The 
achievement in this case was the Special and Differential Treatment 
(SDT) of developing countries. The developing country Members of the 
GATT used to sit on the sidelines in earlier rounds and simply take what 
the major trading powers, notably the US and the EC, offered. 
Developing countries were largely allowed to exploit the new market 
openings while themselves being sheltered behind SDT in the form of 
non-reciprocity; that is, they did not need to match the developed 
countries' concessions. Furthermore, the other key SDT area at the time, 
preferential trading arrangements, was not really negotiated in the GATT 
negotiations but was settled bilaterally with the countries offering them. 
In the Uruguay Round, this was all over. The developing countries 
forsook the free-rides of earlier times and expected to be paid back in 
trade concessions. 

 
1.3 And yet, the Uruguay Round left many developing countries 
disappointed. Agricultural liberalization was minimal. The removal of the 
Multi-Fibre Agreements was set to benefit some countries and hurt 
others, namely those that had been protected by the quota system. The 
dispute settlement system was quite a complicated mechanism to engage 
in. Furthermore, a number of new agreements were of dubious value. One 
of these, the TRIPS agreement, was widely seen as being anti-
development. Finger (2002) states that the new agreement established 
claims against developing countries worth $60 billion per year. 

 
1.4 The Doha Development Round was named a development round 
to address this disappointment. Now we have to find out what a 
development round really is. It will certainly be made up of many 
different elements, one of them being improved SDT. SDT has been 
invited back in from the cold, at least by the developing countries, which 
now see a greater use for it than they did during the Uruguay Round. 
Among developed countries, on the other hand, the idea of SDT’s return 
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was the first round 
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to favour has so far been received with some reservations. However, the 
Doha Development Round negotiations on SDT have just begun, and 
there is still room for a warmer relationship between the Members and 
SDT to develop. 

 
1.5 What such a relationship might look like, and how it may be 
established to the satisfaction of all WTO Members is very much what 
this policy study is all about. SDT has to be properly understood both in 
theory and in its historical context, and thus has also to be seen in its 
current configurations. Subsequently, the details of SDT negotiation have 
to be studied in the key areas of the Doha Development Round 
negotiations before all the lessons can be distilled into policy advice. In 
this study, this is done by discussing the justifications of SDT in chapter 
2, in presenting the history of SDT in chapter 3 and laying out the 
currently applied framework for SDT in chapter 4. Then follow four 
agreement-specific analyses. Chapter 5 deals with SDT in the agricultural 
negotiations; chapter 6 covers the same ground for Non-Agricultural 
Market Access (NAMA) and chapters 7 and 8 discuss SDT in the 
negotiations of Trade Facilitation and TRIPS. Chapter 9 attempts to tie 
up the loose ends by discussing a set of areas where new negotiation 
initiatives may help the SDT negotiations to move forward. In chapter 10, 
gaps in the existing stock of knowledge are discussed by identifying 
future research needs, and a conclusion is offered in chapter 11. 
 
1.6 The present study is not the first to focus on SDT in the Doha 
Development Round, nor is it likely to be the last before this round is 
over. SDT has attracted much attention, especially since the run-up to the 
failed Cancún Ministerial in September 2003. A number of recent studies 
have been produced, including two large overview studies (Hoekman et 
al. 2003, Page and Kleen 2005). Some studies focus on particular SDT 
topics (e.g. preference erosion, implementation costs, policy space) and 
others include broad overviews of the state of SDT negotiations, 
including detailed analysis of individual proposals. The particular feature    
of the present study is that it defines SDT as any element in the 
negotiations with the potential to differentiate between developed and 
developing countries. This clearly puts emphasis on agreement-specific 
SDT negotiations in addition to the negotiations that have taken place on 
often more general issues in the Committee on Trade and Development 
(CTD). Most of the existing studies have limited themselves to 
developments in the CTD. On this aspect, the present study is broader 
than the existing stock of literature. 
 
1.7 The importance of keeping a broad perspective on what 
constitutes SDT is illustrated by the July Package adopted in 2004 (WTO 
2004b). Here, the section on SDT did little more than instruct the CTD to 
complete an overdue review on SDT. The substance on SDT was found 
in agreement-specific sections on agriculture, NAMA and Trade 
Facilitation. 

 
1.8  Another aspect of the present study is that it has a narrower and 
more focused approach than the existing literature. The terms of 
reference given for this study leave no room for the old-fashioned “blue-
sky”, purely theoretical aproach. They call instead for a down-to-earth 
study of practical and politically feasible solutions to the deadlock in 
SDT negotiations that exists at the time of writing. 

This study is about 
how Special and 
Differential 
Treatment may be 
used in the Doha 
negotiations 

The study is focused 
on agreement-
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as well as CTD 
negotiations  and is 
limited to discussing 
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1.9 In writing the report, the authors have taken care in its 
construction to ensure that individual chapters are self-standing and can 
be read in isolation of the rest, should the reader so desire. This is in 
acknowledgement of the fact that reports of this type feed into real-time 
political debates and are therefore frequently read by people with an 
understandably selective approach to lengthy academic reports. 
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2  Justifications of SDT 
 
Introduction 
 
2.1 This chapter reviews the main arguments made to justify the 
existence of Special and Differential Treatment (SDT). Some observers 
tend to see SDT as a politically convenient way of offering developing 
countries a chance to get something out of the Doha Development Round, 
while allowing them to distort their economies and thereby offering them 
in reality policies which are anti-development. Few observers, if any, 
however, will surely disagree with the view that some degree of SDT in 
carefully selected areas makes for good economics. 

 
2.2        Views on the usefulness of SDT still depend largely on how the 
role that trade plays in the development process is perceived. From the 
viewpoint of trade negotiators, this is essentially a question of whether  
creating a specific set of rules to introduce more SDT is likely to be more 
effective than making a general change to the rules. There is more to this 
question than sheer negotiating tactics. Some countries still put great faith 
in infant industry arguments, while others see international competition 
as being largely of benefit to their countries, albeit involving actions 
sometimes hard to implement politically. This observation has to be 
borne in mind when reading the discussion of the various justifications of 
SDT that follows. 
 
Industrial policy1 
 
2.3 National economies in the real-world do not equate to the 
textbook world of perfect competition. They are seasoned with imperfect 
competition, economies of scale, learning effects, externalities and other 
features that make the perfect competition example only an abstraction, 
although often a useful one. In this light, it is no surprise that industrial 
policy is a commonly-used instrument in all countries. Industrial policy is 
certainly about correcting such deficiencies. Yet the question to consider 
here is not whether industrial policy is warranted as such, but if and when 
industrial policy through trade means is a reasonable development policy. 
 
2.4 Most calls for industrial (trade) policy are made with their basis 
in the infant industry argument. An infant industry is an industry that 
initially has below world-market level competitiveness, but over time 
reduces costs and heightens productivity to the level necessary for long-
term survival. Kemp (1964) for the first time attempts to give a 
theoretically sound underpinning to this argument by relying on worker 
learning-by-doing effects. Subsequent studies have used practically every 
conceivable form of externality as a basis for justifying the existence of 
an infant industry policy. The infant industry argument is the oldest used 
for demanding SDT and is still very commonly heard. However, there are 

                                                 
1 This section draws on Hoekman et al. (2003). 
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important qualifications to make before this justification can be accepted 
as valid: 
  

 We have to establish the existence of such industries; 
 There has to be no market means by which the industries 

themselves might overcome the problem; 
 There has to be no alternatives to target the problem that could be 

more efficient; 
 There has to be an effective national bureaucracy and political 

system to establish a dynamic protection system. 
 
2.5 The first criterion might be easily established, as most industries 
will be subject to some degree of economies of scale, and so would run at 
a loss in the start-up phase until production has reached a profitable level. 
This quickly leads us to the second criterion. In many cases, means of 
achieving finance from sources outside the industry, such as banks, or 
foreign direct investment, will be able to bridge the time gap. This is 
easiest when the economies of scale are internal to the companies in the 
industry, while it might be more problematic if the economies of scale are 
external, and so achievement of the necessary scale economies is 
dependent on forces outside the companies themselves. A factor to 
consider when contemplating industrial policies for very small markets, 
as those existing in many small and poor countries, is that the economies 
of scale should at the same time be intra-national. If not, it obviously 
does not make sense to make the market smaller artificially by imposing 
trade barriers (Hoekman et al. 2003). 
 
2.6 The third criterion is a particularly serious one. As Bhagwati 
(1971) has emphasized, any externality or market failure must be 
corrected by an instrument (tax or subsidy) targeting the variable which 
generates the externality or failure. So, if learning-by-doing effects 
prevent an industry from being competitive right away, a subsidy to 
induce learning would be the correct way to go. A trade tariff on the 
import of competing products most likely would not. While such a tariff 
could alleviate the problem by creating a bigger market for the domestic 
producer and so more production and more learning-by-doing, this 
outcome is not certain. A tariff will yield an incentive to boost 
production, but that may be done by other means than increasing the 
worker knowledge resulting from learning-by-doing, including the use of 
backward technologies that would be counter-productive for international 
competitiveness. In other words, trade barriers as industrial policy 
instruments will always be what the economist calls 'second-best 
policies'. That is, at least in theory, there are more direct and therefore 
more efficient means of achieving the same goals. It should also be noted 
that most of the costs of an import tax are paid by the domestic 
consumers who in developing countries seldom have much income to 
spare. However, such 'first-best' policies might not be feasible. If, for the 
sake of argument, the first-best solution is a subsidy and that subsidy has 
to be financed by distorting taxes (remember all taxes are distorting) the 
net outcome in terms of reducing distortions and enhancing efficiency 
may still be the second-best rather than the first-best policy. 
 
2.7 If that is the case, it only remains to establish that the fourth 
criterion is fulfilled. A successful industrial policy demands the setting of 
a dynamic tariff structure that ends with a zero tariff after international 
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competitiveness has been achieved. This has proven to be very difficult in 
many developing (and developed!) countries. Tariffs not only support 
industrial development but also industrial lobbies that will fight hard to 
keep established advantages and reap the associated rents for as long as 
possible. The supporters of an active industrial development policy 
through trade often emphasize the success of South East Asian countries 
like Taiwan and South Korea, that they claim have used such policies 
extensively. However, without entering the discussion of whether this is 
true or not, it must be emphasized too that the bureaucracies in these 
countries are often far superior to the ones of many small and poor 
countries, including many African ones which historically have had great 
difficulties with dismantling once installed trade barriers. 

 
2.8 The infant industry argument still carries weight but must be used 
with caution. Recently, a stream of modern arguments for industrial 
policy has been forthcoming, of which Hausmann and Rodrik (2002) is a 
good example. They focus on the learning externality: the provision of 
incentives to firms to invest in order to discover the nature of the 
comparative advantages of a country. The line of argument is that in the 
process of development, investments need to be made in new activities as 
the structure of the economy changes. Private rents from new investments 
are lower than social ones, as new opportunities do not last long enough 
for new entrants to recoup their investment because other late-comers 
cause profits to erode quickly. This creates a disincentive to new 
investment and experimentation and thereby a role for government to 
provide the necessary incentives to firms to explore the opportunities in 
the changing economy. 

 
2.9 Preferential trading arrangements could also be justified by the 
industrial policy argument. In this case, the argument is somewhat 
stronger as it also allows for extra-national economies of scale, at least to 
the extent that the major competitors preventing the realization of 
economies of scale in the short run are located outside the countries 
enjoying preferential market access. 
 
Policy space and implementation costs 
 
2.10 Many demands can be heard nowadays at and around the WTO 
negotiating table for increased ‘policy space’. Often, the concept is used 
only to re-label the infant industry argument presented above or to call 
for increased scope for industrial policy generally. Yet, the recent 
development of multilateral trade regulation has provided a genuinely 
new need for policy space. 
 
2.11 The transition from the GATT to the WTO in the Uruguay 
Round marked a milestone in the discussions on SDT. While the GATT 
was preoccupied with border policies, the new WTO reached beyond the 
borders and called for international harmonization of essentially domestic 
policies which were supposed to have an impact on trade (e.g. TRIPS, 
SPS, TBT, GATS, Customs valuation, Subsides). This development has 
changed the nature of the multilateral trading system and calls for a re-
think of SDT and the role SDT plays (Hoekman 2002; Hoekman, 
Michalopoulos and Winter 2003; Hoekman et al. 2003; Page and Kleen 
2005; Finger 2002; Finger and Schuler 2002). 
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2.12 Prior to the Uruguay Round, SDT was merely confined to market 
access issues by providing a framework for the offer of preferential 
market access and limiting reciprocity in trade negotiations, although 
during the Uruguay Round, the market access agenda was enlarged. Now, 
the costs of harmonized rules, which go under the name of 
‘implementation costs’, have surged, and along with them the discussions 
on linking the trade debate with the development assistance debate have 
surfaced more frequently. Both developments were recognition of the fact 
that the WTO had problems with offering a ‘one size fits all’ approach to 
all its Members as a result of the much broader view on what constitutes 
trade policy. 

 
2.13 A new argument for demanding a new type of SDT has therefore 
appeared on the scene. Some developing countries may genuinely need 
different policies from other countries. The SPS Agreement provides a 
good example. International standards provide a reference point for 
setting standards at the border according to this Agreement. The SPS 
Agreement encourages developing countries to use such standards. 
However, in many of these countries, the food safety problems that such 
standards attempt to regulate are of a different nature from the problems 
most commonly encountered in developed countries, for which 
international standards have been developed. Using international 
standards as a reference point might therefore risk biasing developing 
countries’ food safety systems towards combating food safety problems 
with methods more suited to rich than to poor countries. In this case, 
there is a clash between the trade concerns of standards (as set by the 
WTO) and the domestic development concerns of a developing country2. 

 
2.14 The issue of implementation costs is narrowly associated with the 
demand for policy space3. The new type of trade agreements are costly to 
implement as they demand re-organization of government offices, 
education of officials, participation in international meetings and other 
expenses. This is in stark contrast to the implementation of traditional 
trade agreements, which are practically costless. 

 
2.15 Finger and Schuler (2000) has estimated that the cost of 
implementing the Customs Valuation agreement, the TRIPS agreement 
and the SPS agreement would be some $150 million or the equivalent of 
more than the annual development budgets of many LDCs. 

 
Tax policy 

 
2.16 Tariff reform is discussed by trade economists from an efficiency 
perspective only. The fiscal effects of tariffs are ignored, and in most 
cases that is a useful abstraction. In developed countries, where typically 
trade taxes contribute only around one percent of the total public budget, 
the fiscal effects of tariffs are so small that it does not really matter. 
However, many developing countries differ radically from this norm. It is 
common to find African countries where the tariff revenue constitutes 
more than a quarter of total government revenues. This situation has led 
to calls for tariff reform from a tax as well as a trade policy perspective 
(Emran and Stiglitz 2002, 2003). 

                                                 
2 Jensen (2004c). 
3 Finger and Schuler (2000), Finger (2002). 
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2.17 There are two issues to consider. The first is that all taxes create 
distortions. The argument for removing tariffs is that they are distorting 
tax instruments. Yet, so are other taxes that may be used in their place to 
regain lost revenues. The IMF has spoken in favour of the introduction of 
value-added taxes to replace tariffs because, in theory, value-added taxes 
are more efficient (Keen and Lighart 2002). However, that is a dubious 
argument in developing countries with large informal sectors. It will be 
nearly impossible to tax the informal sector with value-added taxes, and 
so the distortions introduced by these taxes are higher in reality than in 
theory (Emran and Stiglitz 2002). The choice of the least-distorting taxes 
is not a theoretical question, but an empirical one. In cases where trade 
taxes are the least distorting alternative, it would make sense to allow a 
part of the WTO membership to use tariffs for revenue collection 
purposes. 

 
2.18 The second issue is the administrative cost of tax policy. It is 
logical to assume that the relative importance of the administrative costs 
of designing a tax system declines with the increasing level of economic 
development (Munk 2004). 
 
Vulnerability4 
 
2.19 The very fact that developing countries are poor is often used as 
an argument for demanding SDT. The argument may be made in three 
ways. Firstly, the costs of adjustments to trade liberalization are often 
disproportionately high in developing countries. Trade liberalization has 
an effect on both the import and the export side. The supply-side capacity 
of the outside world is large, therefore imports rise and protected sectors 
decline quickly. Yet, the export supply side is sluggish as poor economies 
tend to be shot through with distortions and market failures. The 
incremental effect of an attempt to shift resource allocation in a 
developing country’s economy may therefore be negative. Furthermore, 
for poor countries, their concentration on exports tends to be much higher 
than for developed countries, and proportionately much greater losses are 
felt if liberalization hurts one of their export industries. Secondly, poor 
people, most of whom are in poor countries, have difficulties in 
alleviating even short-term negative shocks. And, thirdly, small and poor 
countries have inadequately developed instruments to re-distribute 
income or provide social safety-nets, which makes the sequencing and 
timing of trade liberalization crucial factors for developing countries. 
 

                                Equity 
  
2.20 The quest for global equity can be used to argue for SDT. 
Preferential trading arrangements, for instance, are occasionally 
described as pure mechanisms for resource transfer from rich to poor 
countries (e.g. an alternative to development aid) rather than instruments 
that create development by directly changing economic structures in 
developing countries. The latter could be achieved if preferences led to 
the import of new technology or the development of trading institutions. 
 

                                                 
4 The following draws on Hoekman et al. (2003) and McCulloch, Winters and Cirera 
(2001). 
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2.21 The moral obligations of developed countries should make them 
want to transfer resources for the purpose of increasing global equity 
rather than global welfare. The fact that preferences may actually 
decrease global welfare (as may many protectionist devices) is an oft-
heard argument against preferences. Aksoy and Beghin (2003)5, for 
instance, finds that every dollar equivalent transferred to recipients under 
US preferences in reality costs five dollars. Without judging the 
correctness of this estimate6, it should be noted that the equity argument 
provides a rationale for a globally inefficient arrangement if it involves 
the transfer of resources from rich countries to poor countries. 
 
Negotiation costs 
 
2.22 Negotiation of the complex set of multilateral trade rules 
administered by the WTO is a costly exercise. These costs include not 
only the presence at the negotiating table but also the process of 
understanding the impacts of discussed alternatives, and understanding 
and setting domestic trade policy priorities in cooperation with civil 
society. 
 
2.23 Many countries, especially the small and poor, are severely 
disadvantaged due to their low negotiating capacity. This situation is very 
widely recognized, and targeted by both multilateral and bilateral 
technical assistance. The situation is naturally most problematic for the 
developing countries involved, but not exclusively so. Their richer, 
developed counterparts often become frustrated themselves when the 
small and poor countries are unable to form effective coalitions and serve 
as genuine negotiating partners. 
 
Supply-side constraints 
 
2.24 A precondition to being able to harvest the benefits of WTO 
membership is the ability to exploit market openings. Unfortunately, a 
long list of poor countries, including many African and LDCs, have a 
poor record here. It has become common to talk about supply-side 
constraints as a set of factors preventing the full exploitation of trade. 
Supply-side constraints are essentially a poorly defined and open list of 
cost-increasing features. They include poorly developed rural institutions, 
low levels of investment in physical infrastructure and social services, the 
agrarian and industrial structures with their heavy reliance on small 
producers, the domination of political systems by vested interests, the 
lack of public capacity to regulate and provide services, backward 
technologies, corruption, and potentially many more factors. 

 

                                                 
5 Cited in Hoekman and Özden (2005. 
6 One questionable aspect of this estimate is that it compares apples with pears. 
Preferences transfer resources from the end consumer to the primary producer. Funds 
transferred through aid (the alternative following the line of argument above) are 
government-to-government. In order to do this, funds have to be raised (leading to the 
well-known deadweight losses of any means of taxation conceivable) and have to be 
transferred - the last but difficult (and costly) bit - from the recipient government to 
producers or consumers, depending on who is targeted. The latter part of the journey is 
not unproblematic and cost-free, as the history of development assistance has proved. 
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3  The history of SDT 
 

Introduction 
 
3.1 The case of Special and Differential Treatment (SDT) is not that 
different from other economic issues related to international trade and 
economic cooperation. Also, a high degree of History Matters and Path 
Dependency can be traced and identified here. Therefore, a brief history 
of the evolution of Special and Differential Treatment of developing 
countries in the context of the GATT (General Agreement on Tariffs and 
Trade) provides a helpful perspective in considering the issue of SDT and 
development today in relation to the current Doha Development Agenda. 
 
3.2 Since the beginning of the multilateral trade talks in the mid-
1940s, it has been relatively clear that a uniform set of rules and 
disciplines covering various commodities and countries would be purely 
wishful thinking. There are three main reasons for this. Firstly, some 
countries lack the institutional set-up needed to participate fully in the 
multilateral trading system. Secondly, some countries lack the political 
will to participate fully in the multilateral trading system, and finally, 
economic arguments can easily be found in support of a certain degree of 
flexibility in order to secure some progress in the multilateral trading 
system.  
 
3.3 The SDT issue has widened and deepened over the years. In the 
early days of GATT, the focus was mainly on creating the economic 
foundation for strong and steady economic growth in Europe. The 
arguments were that if Europe were exempt from some of the 
fundamental GATT principles and rules, it could get back on the right 
growth path at a much more rapid speed. In that way, Europe would be 
fully integrated in the global economy at a much earlier date. Along with 
this growth strategy towards Europe, more and more developing 
countries became members of the multilateral trading system, and this 
gradually changed the focus towards special and differential treatment for 
developing countries, and their problems and challenges. Among the 
original 23 Members of the GATT in 1947, 11 were developing 
countries. In the Kennedy Round (1964-67), 23 out of 62 countries were 
developing countries, in the Tokyo Round (1973-79), 68 out of 102 
countries were developing countries, and in the Uruguay Round (1986-
93), 76 out of 123 countries were developing countries. Today, more than 
100 countries out of the 148 member countries of the WTO are 
developing countries. 

Evolution of SDT in GATT/WTO 
 
3.4 According to Kech and Low (2004), the evolution of SDT in the 
GATT/WTO system can fruitfully be divided and presented in four 
illustrative phases that encompass significant events in relation to SDT 
and the multilateral trading system. The first phase is from the creation 
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and launch of the GATT in the 1940s, to the beginning of the Tokyo 
Round in 1973. The second phase consists of the Tokyo Round that went 
on from 1973 to 1979. The third phase begins in the aftermath of the 
Tokyo Round and continues to the end of the Uruguay Round in late- 
1993. The last and fourth phase is from the end of the Uruguay Round 
and to the present. The following will have a strong bias towards the first 
and second phases. 
 
3.5 The first relevant issue during this first phase from 1948 until 
1973 occurred at the twelfth GATT ministerial meeting in 1957. Here, 
agricultural protectionism, fluctuating commodity prices, and the failure 
of developing countries’ export earnings to keep up with their import 
demand, were identified as unfeasible features of the international trading 
environment. A panel of experts, led by a Professor Haberler, was 
appointed, and their 1958 report blamed the trade barriers of developed 
countries. These barriers, they said, prevented trade from facilitating 
economic development. In response to the Haberler Report, GATT 
established three committees to develop a Coordinated Programme for 
Action Directed Towards an Expansion of International Trade. The third 
committee (Committee III) focused on barriers for developing countries’ 
exports. In 1963, Committee III laid down an eight-point plan of action 
calling for a freeze on all developed country trade barriers on products of 
interest to developing countries. This plan became an integrated part of 
the Kennedy Round negotiations but was never fully implemented. 
 
3.6 The birth of UNCTAD in 1964, the de-colonization and 
independence of many developing countries, and the above-mentioned 
success of placing relevant issues under GATT, contributed to the 
creation of Part IV of the GATT in 1965. Part IV consists of three 
Articles on Trade and Development designed to defend developing 
countries´ interests in the trading system The most significant feature of 
Part IV was the assertion of the principle of non-reciprocity in Article 
XXXVI:8. This states that developing countries would not be expected, 
in the course of trade talks, to make contributions inconsistent with their 
individual development, financial and trade needs. 

 
3.7 During the second phase, the overall academic and political 
debate changed from import substitution to export orientation. This 
greater focus on opening-up for import competition, as well as moving 
the policy bias away from export, and together with a strong emphasis on 
non-tariff trade measures in the Tokyo-Round, distinguished the second 
phase from the first. The Tokyo Round resulted in three principal results 
for developing countries: they agreed to limited market access 
commitments and relatively few tariff bindings, and many developing 
countries used the “code” approach in the non-tariff measure agreement, 
meaning that they did not sign various parts of the agreement. The 1979 
Decision on Differential and More Favourable Treatment, Reciprocally 
and Fuller Participation of Developing Countries (Enabling Clause) was 
adopted.  This Clause gave permanent cover for the Generalized System 
of Preferences, for SDT provisions under GATT, for certain aspects of 
regional or global preferential agreements among developing countries, 
and for special treatment of least-developed countries. The Enabling 
Clause also re-stated the principle of non-reciprocity. 
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3.8 At the end of the third phase, developing countries had assumed 
a higher level of commitments within the multilateral trading system, due 
mainly to three reasons. Firstly, rapid economic growth in many 
developing countries, mostly in Asia and Latin America had occurred 
since 1979. This new growth path changed many developing countries’ 
attitudes towards and interests in the international trade negotiations. 
Secondly, a change both academically and politically towards the role of 
markets in achieving economic development, including for developing 
countries, had some influence on some of the key members of GATT and 
made them pursue this in the multilateral talks. Last but not least, 
consensus came about on a wider and deeper GATT, meaning the 
inclusion of agriculture and textiles in the negotiations. Both developed 
and developing countries saw significant benefits in this. Developed 
countries struggled with high budget costs of increased domestic 
subsidies on agriculture, and the free trade of industrialized products was 
threatened by increased protectionism in trade with agricultural products. 
Developing countries, on the other hand, saw their development 
possibilities becoming highly dependent on a worldwide liberalization of 
agricultural subsidies and trade distortions. 
 
3.9 In the fourth phase, following the implementation period of the 
Uruguay-Round Agreement on Agriculture (URAA) developing 
countries focused on mainly two, for them very important issues, which 
have been carried over into the current Doha Development Agenda. The 
first issue relates to implementation. On the one hand, developing 
countries were not satisfied with the way many developed countries 
implemented the Uruguay Round Agreement. A long list of highly 
bureaucratic instruments and administrative procedures were introduced, 
and hence the expected benefits of the URAA newer showed up fully. On 
the other hand, developing countries worried about their own transaction 
costs in implementing the agreement. The second issue is agriculture. 
This topic is very important in the developing process, and the group of 
developing countries is very dissatisfied with the results of the Uruguay 
Round Agreement on Agriculture. The strategy in the current Doha 
Development Agenda is to put agriculture up front in the overall 
negotiations. So far, this strategy has had some success. It has helped the 
developing countries to convince many developed countries that their 
overall influence has increased in the multilateral trading system. 
 
“Lessons” from history 
 
3.10 To sum up this historical overview, there are three overall lessons 
from the above-mentioned evolution of SDT and developments in the 
multilateral trading system. The first is that GATT/WTO policies on 
trade and development have evolved over the years. From the beginning, 
GATT was a second-best solution next to the ITO (International Trade 
Organization). That GATT became a success can be explained by the fact 
that it for many years avoided politically unfeasible topics. SDT was used 
as an instrument in that strategy. The second lesson is that developing 
countries themselves have played a major role in creating the SDT 
system. For many, it is seen as a given right and the main purpose of SDT 
is neglected. Special and Differential Treatment should always be seen as 
an active and dynamic tool in the process of creating economic 
development. SDT is a means, not an end or an objective. The objective 
is economic development, and SDT should facilitate this. And, the third 
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lesson is that the overall idea of an international trading system with a 
high degree of flexibility towards developing countries makes, in 
principle, a lot of both political and economic sense. The obligation of the 
politicians under the current Doha Development Agenda is to integrate 
the developing world more into the multilateral trading system. SDT is a 
useful tool in this process. However, SDT may also be misused to avoid 
making politically painful but economically beneficial concessions.   
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4  The current SDT framework 
 

The existing framework of SDT in the WTO 
 
4.1 The conclusion of the Uruguay Round (UR) brought a 
continuation of the general SDT principles agreed in the previous 
negotiating rounds. Moreover, the UR agreements introduced two new 
elements of SDT. They opened up to having transitional time periods and 
to giving technical assistance to developing countries. The 145 SDT 
provisions in the UR agreements can be divided into two main focus 
areas. 
 
4.2 A little over half of the provisions are focused primarily on ways 
in which developed countries can take positive action to enhance the 
participation and integration of developing countries in the international 
trading system. This action falls into three different categories:  

                                  
i. Safeguarding the interests of developing countries 
ii. Increasing trade opportunities 
iii. Providing technical assistance to developing countries 
 
There are variations in the degree to which these provisions are proactive,  
and this aspect will be described in greater detail later. 
 
4.3 The remainder of the provisions give developing countries more 
differential in their schedules of commitment to WTO obligations. These 
fall into the following categories: 
a. Flexibility commitments 
b. Transitional time periods 
c. Differential and more favourable treatment of the least-developed 

countries (LDCs) 
 
4.4 Figure 4.1 Breakdown of the 145 SDT provisions by different 
categories of SDT (mod.e. WTO 2000a, WTO 2002a) 
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The largest category by far is that of safeguarding the interests of the 
developing countries. Altogether, 49 of the 145 provisions fall into this 
category. The obvious conclusion from Figure 1 is that this is also the 
most important category in the existing WTO framework. Figure 4.1 does 
not reveal, however, anything about how these provisions are actually 
utilized, and whether they help the developing countries with their 
development or their participation in the international trading system.  
 
4.5 The following sections look briefly at the utilization of the SDT 
provisions in each category. This can be analysed on two levels. The first 
is whether the WTO has been notified of the utilization of a specific 
provision. The second, and probably more interesting, is whether the 
utilization has led in practice to the further development and participation 
of the developing countries in the international trading system. This 
second level is also the more controversial, and a browse throughout 
literature shows that many different views can be put forward. The 
following attempts to represent the views of the mainstream on this 
particular subject.  

 
Positive actions taken by developing countries 
 
Safeguard interests of developing countries 

 
4.6 The original safeguarding principle was introduced with Part IV 
of the GATT in 1965. It basically states that the Member countries shall 
have special regard to the least-developed countries when considering the 
application in the WTO of measures that are of essential interest to those 
countries (GATT 1994, part IV, article XXXVII, 3.c). In general, most 
WTO trade agreements have incorporated some kind of safeguard 
measure. They are mostly of a “preamble” nature, with the content 
tending to be general and non-specific. In a few cases, though, there exist 
more explicit provisions as to how developing countries are to be treated 
more favourably. 
 
Utilization notifications: 33 of the 49 provisions (67 percent) have been 
notified as being utilized to a degree of 50 percent or more. The actual 
number of fully implemented provisions is therefore quite low7. 
 
Utilization success: The low degree of utilization (67 percent) in itself 
begs the question of whether much action has really been taken by 
developed countries in this area, and whether it has been useful to the 
developing countries. The notifications generally suffer from a number of 
shortcomings. First of all, they are broad and general in nature. This tends 
to lessen the practical importance of the provisions. Secondly, the 
developed countries can not be held strictly accountable for the lack of 
full implementation (Michalopoulos 2000).  
 
A interesting case, worthy of note here, is the special treatment of net 
food-importing countries (NFIDCs) in relation to the Agreement on 
Agriculture, which happens mainly through the safeguard principle. This 
is almost the only place in the UR Agreements where special and 
differential treatment is conducted towards a country grouping with 

                                                 
7 The information on WTO notifications of utilization is taken from WTO (2000) and 
WTO (2002). 
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specifically defined needs (Kasteng et al. 2004). The experiences drawn 
from implementation of specific NFIDC provisions have been mixed. 
The provisions have been used and discussed (WTO 2002a), but the 
actual implementation has in some ways been unsatisfactory (FAO 2002). 
The interesting point about these provisions is that they seek to take into 
account special needs of particular country groupings. In that way SDT 
becomes more targeted. Potentially, this type of instrument could be 
powerful if the provisions are sufficiently specific, binding and targeted. 
 
Increase trade opportunities 
 
4.7 According to GATT 1994, Part IV, Article XXXVII, 1.a., the 
developed countries should accord high priority to the reduction and 
elimination of barriers to products currently or potentially of particular 
interest to developing countries. In other words, the provision opens up to 
giving preferential market access to developing countries. This is the 
cornerstone principle in the category of increasing the trade opportunities 
for developing countries. Of the three categories contained in the area of 
“positive actions taken by developed countries” this one clearly contains 
some degree of proactiveness, which lies primarily in the fact that 
products of potentially special interest to developing countries are 
included in the formulation. 
 
The most pronounced example of how trade opportunities are increased is 
to be found in the introduction of GSP schemes through the Enabling 
Clause. 
 
Utilization notifications: 11 of the 12 provisions have been notified a 
being utilized (92 percent).  
 
Utilization success?: The degree of utilization is quite high (92 pct.), and 
if you look at the amount of activities that have resulted from the 11 
utilized provisions, they are quite substantial considering the fact that this 
category only accounts for 8 percent of the total number of provisions. 
This is mainly due to the introduction of GSP schemes. The EU, the 
United States, and other developed countries have introduced 
comprehensive and somewhat complicated preferential market access 
schemes (WTO 2002a, UNCTAD 2003).  
 
The trade effect of these schemes, however, has been questioned in 
literature8. One of the criticisms has been that the product coverage is 
often selective, and the products of substantial interest to developing 
countries are not always included. Also, the preferential schemes are 
often accompanied by quite strict conditions on rules of origin, which 
indirectly produces additional trade barriers. Moreover, the preference 
margins can be quite small, and with increased trade liberalization they 
will be further diminished (Hoekman and Özden 2005). Therefore, even 
though comprehensive GSP schemes have been introduced, they might 
not always work in the way that was originally intended. 
 

                                                 
8 Prodigious amounts of literature exist in this area, which will not all be covered here. A 
nice overview of the existing literature is given by Hoeckman & Özden (2005), and an 
overview of the utilization of the GSP-schemes can be found, for example, in UNCTAD 
(2003). 
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Technical assistance to developing countries9 
 
4.8 In a large proportion of WTO agreements (especially in the 
Agreement on Technical Barriers to Trade, which contains 7 technical 
assistance provisions) there exist provisions focusing on giving technical 
assistance to developing countries. Technical assistance consists of help 
to the developing country governments to become informed about their 
rights and obligations under the WTO agreements, and of help to build 
the capacity of the developing countries to apply the agreements and 
participate in WTO discussions. The tendency is that WTO technical 
assistance becomes increasingly technical and specialized. Demand for 
technical assistance has been rising, partly because of the greater 
participation of the developing countries in the WTO. What this 
increasing demand also indicates is that the developing countries need 
help in applying the WTO Agreements (WTO 1999). 
 
Utilization notifications: 13 of the 14 provisions have been notified as 
being utilized (93 percent). 
 
Utilization success: In the area of “technical assistance”, the number of 
implemented provisions is also quite high. Some points of interest may 
be noted here, nonetheless. There has been, in general, pressure from 
developing countries to increase that part of the WTO budget going 
towards technical assistance (WTO 1999). According to Michalopoulus 
(2000), the process of helping LDCs and other low-income countries to 
meet their WTO obligations will require not only technical assistance but 
also financial assistance, because the process of implementing WTO 
obligations can be very costly. Also, the commitments from developed 
countries regarding technical assistance are often neither concrete nor 
specific. This creates some of the same problems mentioned earlier in 
section 3.3.6 on the safeguarding of developing-country interests. 
Because the commitment is loose, the developed countries can not be 
held strictly accountable in cases where only a low level of technical 
assistance is provided. 
 
Exceptions for developing countries 
 
Flexibility commitments 
 
4.9 A considerable number of flexibility provisions exist in the WTO 
agreements. They provide flexibility to the developing countries in the 
implementation of certain rules and commitments. The principle 
underpinning these provisions is that of non-reciprocity, which is 
recognized in GATT 199410 and in the Enabling Clause. What is 
basically stated is that the WTO principle of reciprocity in the reduction 
of trade barriers does not necessarily apply to developing countries. As an 
example, the flexibility provisions in the Agreement on Agriculture, 
amongst other things, gives lower tariff and subsidy reduction 
commitments for developing countries. 
 

                                                 
9 Technical Assistance is also provided through other international organizations like 
UNCTAD, ITC and the World Bank. This will not be commented on at present, as the 
focus is entirely on the WTO. 
10 Part IV, Article XXXVI 

 

Flexibility 
commitments  
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Utilization notifications: 27 of the 30 provisions have been notified to be 
utilized (90 pct.). 
 
Utilization success: Most flexibility provisions have been utilized, but 
there has been intensive discussion on whether the flexibility provisions 
are really benefiting the developing countries. Analytical and empirical 
work suggests that flexibility provisions have actually had negative 
effects on trade and development in developing countries. One of the 
reasons is that higher levels of protection in the developing countries 
have led to distortions in the domestic resource allocation, and adversely 
affected growth in productivity. If the developing countries instead 
participate in reciprocal reductions in trade barriers, they can to a larger 
extent gain reductions for products of specific export interest to them 
(Hoekman, Michalopoulos and Winters 2003, Hoekman, Michalopoulos 
and Winters 2004, Hoekman and Özden 2005). According to 
Michalopoulos (2000), there is little analytical and empirical justification 
that there should be differential treatment of developing countries 
regarding trade policy, but the institutions in the developing countries 
need to be strengthened in order to be able comply with WTO 
requirements. 
 
Transitional time periods 
 
4.10 The transitional time period provisions give developing countries 
more time to implement agreements. The provisions are primarily 
intended to respond to shortfalls in institutional capacity within the 
developing countries for implementing agreements and related 
commitments. This was one of the important elements in the process of 
reaching a conclusion on some of the agreements during the UR 
negotiations. Provisions on transitional time periods are included in 
practically all WTO agreements (WTO 1999) 
 
Utilization notifications: 16 of the 18 provisions (89 percent) have been 
notified as being utilized. 
 
Utilization success: An interesting point about these provisions (and to 
some extent the flexibility provisions), compared to the provisions for 
action to be taken by developing countries, is that they are actually 
legally enforceable (Kessie 2000). They have, in general, been used 
extensively (WTO 1999). The main problem with the existing transition 
periods is that they do not necessarily reflect the time and cost it takes to 
build the institutional capacity needed for implementation of the WTO 
agreements. Examples exist of transitional time periods that have already 
been exceeded (Michalopoulos 2000). 
 
Differential and more favourable treatment of the LDCs 
 
4.11 The Enabling Clause provides the basis for the special treatment 
of the LDCs. One example derived directly from the Enabling Clause is 
the EU’s “Everything But Arms” initiative. In general, the provisions 
cover all of the other five categories. Examples include, extended 
transitional time periods compared to developing countries, and 
exemptions from reduction commitments in the Agreement on 
Agriculture  (WTO 2002a). 
 

Transitional time 
periods  

More favourable 
treatment of LDCs  
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Utilization notifications: 17 of the 22 provisions have been notified as 
being utilized (77 percent). 
 
Utilization success: The same utilization features as mentioned in the 
other five categories exist within the range of provisions giving special 
consideration to LDCs. In general, the LDC provisions give a high level 
of freedom on choice of policy to the LDCs. Whether this has a beneficial 
effect on the development of the LDCs depends on the areas of focus. On 
the one hand, LDCs have the problem of weak institutional capacity and 
hence a need for SDT (United Nations 2001). On the other hand, 
Michalopoulos (2000) points out that tighter WTO disciplines in some 
areas may be helpful to LDC governments that wish to introduce and gain 
domestic consensus for trade policy reform. 
 
Lessons to be derived from current STD utilization 
 
4.12 The number of SDT provisions covering the different categories 
does not necessarily reflect the amount of activity the provisions have 
provided. The most significant examples are the provisions on 
safeguarding interests of developing countries and the provisions on 
increasing trade opportunities. They have provided substantially less and 
substantially more activity, respectively. 
 
4.13 The provisions initiating positive actions by developed countries 
are in general not very concrete and quite unspecific. It is therefore not 
easy to hold the developing countries strictly accountable for low 
implementation rates. 

 
4.14 The provisions on exceptions for developing countries are more 
specific and widely used, though their actual effect on trade and 
development is debatable. 

 
4.15 There is a trade-off between using the principles of reciprocity 
and non-reciprocity when considering the reduction of trade barriers. The 
question is whether some non-reciprocity concerns have in practice 
merely put on hold some of the necessary reform processes in the 
developing countries? 

 
4.16 An SDT effort will have the greatest effect on development and 
integration of the developing countries in the international trading system 
if: 
 
• SDT helps to improve the weak institutional capacity in the 

developing countries. This can not be done through the WTO alone. 
It requires broad-based cooperation between international 
organizations, because it is not only trade-related structures that need 
improvements. The issue for the WTO is to improve the effort on 
technical assistance. The obligations should be more specific and 
targeted towards country groups with special needs in order to make 
the provisions work more effectively 
 

• SDT is more targeted and specific, so that it is the countries that 
really need SDT in their development that get SDT. This requires a 
new kind of flexibility in the SDT provisions, namely, flexibility in 
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the sense that SDT becomes targeted towards countries or country 
grouping with special needs, such as the NFIDCs 

 
• SDT is primarily provided in areas for which there is an economic 

rationale. Some existing provisions have been judged beneficial 
primarily from a political perspective. 

 
There is, furthermore, a need for a more comprehensive definition of 
developing countries in general. Today, no universal, established 
definition for the designation “developing country” exists. In other 
words, the status of being a developing country in the WTO relies 
entirely on self-designation. The LDCs are well defined through UN 
criteria. However, the group of NFIDCs also contains middle- and high-
income countries, which indicates that the eligibility criteria11 might not 
be satisfactory (Kasteng et al. 2004). 

                                                 
11   Criteria to get NFIDC status: 1. Be a developing country. 2. The country shall have 
been a net importer of basic foodstuffs in any 3 years of the most recent 5-year period for 
which data are available. 
 



 21

5  An analysis of SDT proposals in 
 the agriculture negotiations 

 

Introduction 
 
5.1 The issue of special and differential treatment (SDT) in the WTO 
negotiations has taken on a more prominent role in those concerning the 
regime for exchanging goods and services across national borders. More 
and more developing countries have joined the World Trade Organization 
since its beginning in 1995, and in numbers they now comprise the vast 
majority of the membership. In turn, this change in membership 
composition has resulted in greater emphasis on the specific problems of 
underdeveloped countries. Specifically, most developing countries are 
asking for various exemptions, lower reduction commitments, longer 
implementation periods and increased opportunities for discretionary 
policy-making. 

 
5.2 Special and differential treatment is something of a digression 
from the general principle upon which the WTO rests, namely, the 
principle of Most Favoured Nation (MFN). This principle states that a 
country is required to offer the same privileges to all Member countries 
as the country with the most favourable conditions. Thus, a country 
cannot discriminate between trading partners. Nevertheless, a general 
consensus exists amongst WTO Member countries that developing 
countries should be given more favourable privileges than the rest of the 
community, although views on exactly how much SDT should be granted 
do vary considerably. 

 
5.3 This analysis is based on proposals submitted by WTO member 
countries over the period 2002-2005. The negotiations overall take place 
in the Committee on Trade and Development (CTD), to which a total of 
88 proposals involving SDT have been submitted. However, nearly all of 
these proposals are concerned with negotiating procedures and rules, with 
the notable exception of a proposal from the African Group. The analysis 
for this study is therefore based on proposals submitted to the Negotiating 
Committee on Agriculture that specifically include SDT proposals on 
individual negotiating topics, as well as on the above-mentioned African 
Group proposal to the CTD. 

 
 

SDT issues in the agricultural negotiations 
 

5.4 By scrutinizing the proposals submitted to the WTO specifically 
concerning SDT, several issues can been identified as the key topics 
being discussed. These issues are shown in Tables 5.2 and 5.4. The first 
of these issues, tariffs, concerns reductions in tariff rates. Typically, 
countries asking for SDT in this area want to reduce or exempt 
Developing Countries (DCs) from reduction commitments, and to 

Issues in the SDT 
negotiations 
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provide longer implementation periods. The issue of tariff escalation and 
peaks (referred to in Table 5.4 as “esc peak”) concerns the need to reduce 
the high tariffs on processed goods and substantially reduce very high 
rates. The negotiations on tariff rate quotas (trqsize) centre on increasing 
quotas for DCs exports and reducing or eliminating the in-quota tariffs. 
Several WTO Members want to provide a special safeguard mechanism 
(safeg) by which DCs can protect domestic producers from foreign 
competition. In the green box discussion (green), countries ask to provide 
DCs with provisions for domestic support. Likewise, negotiations 
concerning the blue box (blue), inclde proposals for a special 
development box (dev), aggregate measure of support (AMS), and the de 
minimis ceiling (de_min). On the issues of export subsidies (xsub) and 
export credits (xcred), DCs ask for being given the right to support 
exports. The post-modern issues of labour standards and environmental 
standards (lab_env) have not been included in the proposals on SDT. The 
same can be said for the Singapore issues (sin_is), although these would 
affect predominantly developing countries. The issue of providing 
technical assistance (tech_as) to DCs, enabling them to comply with 
standards and facilitate trade, has been suggested by quite a few 
countries. The suggestion of allowing DCs to designate a number of 
sensitive products of particular importance to them (SP) would allow 
DCs to exempt these products from commitments and WTO rules. Lastly, 
on the issue of food aid dumping (Dump) there exists a general consensus 
that this should not be allowed. 
 
5.5 Generally in the negotiations on SDT, there is less variation 
between positions compared to the situation in the WTO negotiations 
overall, and specifically concerning agriculture. Nevertheless, where SDT 
is concerned, some distinct positions among the key players can be 
identified. All Members are more or less agreed on exempting LDCs 
from any reduction commitments, and on giving them preferential access 
to markets. Where the proposals differ are on the questions of how much 
SDT developing countries shall be granted, on which topics, for how 
long, and what is the most non-distorting way that SDT can be given. All 
agree that SDT shall be an integral part of the WTO negotiations, but the 
degree of specificity of the proposals varies widely. There is one general 
proposal worthy of note that seeks to establish a Special Safeguard 
Mechanism (SSM) for use by developing-country Members. 

 
5.6  The majority of the WTO membership calls for the continuation 
or extension of an Article in the Agreement on Agriculture (AoA) 
exempting the DCs from some defined subsidy reduction commitments 
under implementation, although the EU, the US, Japan and Canada do not 
mention this issue. Brazil, China, India and South Africa agree that there  
should be no TRQ expansions and no reduction of in-quota tariffs for  
DCs. South Africa, the Cairns Group, the African Group, Brazil, China, 
Canada and India call for increased authority for DCs to use domestic 
support to meet some developmental criteria, while the EU, the US, Japan 
and Norway seem to disagree with the majority. 

 
5.7 When commenting on the subject of SDT in relation to Export 
Credits, WTO Members often state the importance of the credits taking 
into account the possible harm on LDCs and NFIDCs (Net Food- 
Importing Developing Countries). All Members, apart from the US and 
Norway, who have not commented on the matter, want to retain de 

Moderate variations 
among SDT 
proposals 
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minimis either for DCs or for all countries. On the concept of 
Special/Sensitive Products, there do not seem to be any conflicting 
opinions, but it is still not clear as to what preferences these products 
shall have, and which way and to what extent they shall be assigned. 

 
 

Country groupings regarding SDT in agriculture 
 

5.8 The key Members can be differentiated by their positions on the 
following subjects: 
 
African Group 

 
5.9 Unlike the other key players, the African Group is very specific 
in its proposals. In addition to tariff and quota-free access to products of 
export interest to LDCs, the African Group also proposes that the 
implementation of the agreed commitment by African countries should 
be postponed until all export subsidies and domestic support in developed 
countries are eliminated. (The African Group also states that the TRQ 
should be preferential for small-scale exporters and that the government 
measures which are an integral part of the development programmes of 
DCs should be exempt from reduction commitments). 
 
5.10 Another very specific proposal by the African Group is that the 
World Bank, the regional development banks, and other relevant 
organizations should facilitate the necessary financial and technical 
support required for improving supply capacity, thereby increasing the 
competitiveness of agricultural exports.  
 
EU 

 
5.11 The European Union is behind the only proposal for a Food 
security box. This should include an extended SSM, an examination of 
specific domestic support needs, and a revision of the de minimis clause, 
such that the de minimis percentage provides enough flexibility to support 
the agricultural sector for development reasons. The EU also proposes a 
significant reduction in tariff escalation on products of interest to DCs. 
The EU further proposes a phase-out of export subsidies for certain 
products of interest to DCs, and very specifically suggests eliminating 
export subsidies for products of interest to African countries. 
 
US 

 
5.12 The US is very cautious about proposing any specific SDT for 
DCs. 
 
Canada 

 
5.13 Canada wants the general and specific rules on TRQ to be 
common to all Members. The SDT in this area comes in the form of a 
longer transitional phase-out and facilitation of access to tariff quotas by 
DCs. Canada also proposes to retain the existing de minimis for all 
countries, thereby not giving any SDT in this area. 
 
 

Positions of key 
players in the SDT 
negotiations 
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Japan 
 

5.14 Japan recommends adequate assistance and capacity building for 
DCs, and the designation, Special Products. On nearly all of the other 
topics, Japan proposes only lower reductions and longer implementation 
periods, thereby avoiding the propsal of anything concrete. Japan also 
proposes to retain the existing de minimis for all countries, thus giving no 
SDT in this area.  
 
Norway 

 
5.15 Norway proposes SDT on only a few topics. It states that special 
attention shall be given to products of particular interest to DCs when 
reducing tariffs, and that DCs shall be allowed to designate these special 
products. With regard to TRQ, Norway wants the in-quota tariff rates to 
be lowered for DCs. 
 
China 

 
5.16 China supports the elimination of export subsidies on products of 
interest to DCs, and states that DCs shall be free to take actions against 
the failure of developed country Members to implement the reduction 
commitments on export subsidies. 
 
India 

 
5.17 India attaches importance to increasing the market access for all 
products of export interest to DCs. This should be done in the form of an 
increase in the TRQ volumes, an elimination of subsidies for products of 
interest to DCs, and a substantial reduction in tariff escalation and peaks. 
 
Brazil 

 
5.18 Brazil does not really feature with any unique or distinctive 
proposals. It agrees on all the common proposals as described in the 
introduction to this section. Furthermore, it states that export subsidies 
should be eliminated for products of interest to DCs. 
 
South Africa 

 
5.19 Like Brazil, South Africa does not have any special proposals 
other than the desire to eliminate export subsidies for products of interest 
to DCs. 
 
Cairns Group 

 
5.20 The Cairns Group is the only one to claim that the DCs should be 
allowed to impose additional duty to protect their agricultural industries 
against the harm from subsidized competition. The Group also puts 
forward all the general proposals described in the introduction to this 
section. 
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Table 5.1. Ratings 
Rating Rating interpretation 
0 DCs exempt from commitments 
1 SDT generally applies 
2 Moderate SDT 
3 SDT in few well-defined cases 
4 No SDT 

 
 
5.21 Using the methodology in Bjørnskov and Lind (2002), each 
country’s position on the negotiation topics is given a rating. The ratings 
are allocated according to the amount of deviation from the MFN 
principle in the form of SDT is proposed. Table 5.1 above shows the 
ratings assigned to the country proposals. The ratings values range from 
zero for developing countries being exempt from any form of 
commitments, to 4 for common rules for both developed and developing 
countries with no exemptions. 
 
5.22 Based on the proposals containing provisions for SDT submitted 
to the WTO negotiations, Table 5.2 lists the topics that can be identified 
as the key ones being generally discussed. 
 
5.23 On average, the proposals on de minimis rules call for the most 
SDT, having the lowest average rating (0.75) of the topics listed. The 
discussion concerning tariff-rate quotas is shown to be the one where 
there is the greatest amount of disagreement, with the highest standard 
deviation (0.85). The Table also lists the number of proposals on each 
topic. The issues concerning tariff rates and tariff-rate quotas have 
attracted most attention, both from developed and developing countries as 
defined by the OECD DAC-list part 1. The establishment of a specific 
development box in which specific domestic support provisions for 
developing countries could be covered, has been suggested by relatively 
few Member countries, and the proposals on this topic are in agreement. 
The same applies to the discussions about food aid being dumped on 
developing country markets and thereby harming the domestic producers. 
In the subsequent analysis, these two issues are excluded since the (few) 
proposals show consensus. 

 
A cluster analysis of SDT negotiation positions in agriculture 

 
5.24 To identify the main positions held in the negotiations a 
mathematical/statistical method called cluster analysis is carried out. 
Cluster analysis collects items, in this case WTO Member countries, into 
groups sharing similar characteristics, in this case positions on SDT 
negotiation topics. For further details on cluster analysis see Bjørnskov 
and Lind (2002). Firstly, a hierarchical technique known as Ward’s 
procedure is applied in order to determine the best partition of clusters. 
Ward’s method suggests seven clusters as the most probable taxonomy. 
Subsequently, a non-hierarchical clustering procedure known as a k-
means method provides a refined partition, taking the number of seven 
clusters as given. The non-hierarchical procedure yields a cubic 
clustering criterion of 25.33, where a number larger than 4 indicates good 
clusters. Thus, the procedure has produced clusters that are fairly 
homogeneous internally and heterogeneous externally, thereby providing  

Each country’s 
position on 
negotiation topics is 
given a rating 

Seven clusters of 
countries with 
similar positions are 
identified 
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Table 5.2. SDT negotiation issues 

 
Tariff
rates

Escalation
and peaks TRQ 

Special
safeguard

Average 
rating 1.43 1.18 1.56 1.32
Standard 
deviation 0.50 0.38 0.85 0.49
No. of proposals  
All countries 131 108 126 100
DAC 
part 1 
countries 99 87 95 78

 
Table 5.2. SDT negotiation issues 

 
Green

box
Blue
box

Development 
box AMS

Average 
rating 1.78 1.30 1.00 1.17
Standard 
deviation 0.41 0.46 0.00 0.37
No. of proposals  
All countries 101 93 33 108
DAC 
part 1 
countries 88 80 18 92

 
Table 5.2. SDT negotiation issues 

 
Export

subsidies
Export
credit

De 
minimis 

Average 
rating 1.99 2.98 0.75 
Standard 
deviation 0.09 0.15 0.80 
No. of proposals  
All countries 118 94 99 
DAC 
part 1 
countries 89 87 76 

 
Table 5.2. SDT negotiation issues 

 
Technical
assistance

Sp-
products

Food aid 
dumping 

Average 
rating 1.74 1.18 0.00 
Standard 
deviation 0.44 0.45 0.00 
No. of proposals  
All countries 86 115 39 
DAC 
part 1 
countries 65 89 22 
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Table 5.3. Clusters 
No. Name Countries GDP 

per 
cap, 
US$ 

Popu- 
lation 
% 

1 Special 
safeguard SDT 

Australia, Kenya, India, New Zealand, 
Uruguay 

12,304 20.02 

2 Tariff reduction 
exemptions 

Angola, Antigua and Barbuda, 
Bangladesh, Barbados, Belize, Benin, 
Botswana, Burkina Faso, Burundi, 
Cambodia, Cameroon, Central African 
Republic, Chad, Congo DR, Congo, 
Rep, Côte d'Ivoire, Djibouti, Dominica, 
Fiji, Gabon, Gambia, Ghana, Grenada, 
Grenadines, Grenadines, Guinea, 
Guinea-Bissau, Guyana, Haiti, 
Indonesia, Jamaica, Lesotho, 
Madagascar, Malawi, Maldives, Mali, 
Mauritania, Mauritius, Morocco, 
Mozambique, Myanmar, Namibia, 
Nepal, Niger, Papua New Guinea, 
Rwanda, Senegal, Sierra Leone, 
Solomon Islands, St Kitts, St Lucia, 
Surinam, Swaziland, Tanzania, Togo, 
Trinidad and Tobago, Tunisia, Turkey, 
Uganda, Zambia, Zimbabwe 

3,533 16.72 

3 TRQs for DC Dominican Republic, Honduras, 
Nicaragua, Panama 

4,470 0.43 

4 Domestic 
support 
for DCs 

Argentina, Bolivia, Brazil, Chile, China, 
Colombia, Costa Rica, Cuba, Ecuador, 
Egypt, El Salvador, Guatemala, Mexico, 
Nigeria, Pakistan, Paraguay, Peru, 
Philippines, South Africa, Thailand, 
Venezuela 

5,755 41.51 

5 Moderate SDT Canada, Japan 28,210 2.87 
6 Export support 

for DC 
Jordan 4,220 0.09 

7 Average SDT 
position 

Afghanistan, Albania, Armenia, Austria, 
Azerbaijan, Belgium, Bhutan, Brunei, 
Bulgaria, Croatia, Czech Republic, 
Denmark, Estonia, Finland, France, 
Georgia, Germany, Greece, Hungary, 
Iceland, Ireland, Israel, Italy, July 
package, Kazakhstan, Korea, Korea, 
Kyrgyz Rep, Latvia, Liechtenstein, 
Lithuania, Luxemburg, Malaysia, 
Moldova, Mongolia, Netherlands, 
Norway, Poland, Portugal, Singapore, 
Slovak republic, Slovenia, Spain, Sri 
Lanka, Sweden, Switzerland, Taiwan, 
United Kingdom, USA 

18,566 18.36 

 WTO average  9,506 100.00 
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Table 5.4. Average cluster ratings 
 Cluster / 

Issues 1 2 3 4 5 6 7 
Ave
rage 

1 tariffs 1.20 1.01 1.75 1.57 2.00 2.00 1.85 1.43 
2 esc_peak 1.80 1.01 1.04 1.62 1.09 1.18 1.15 1.18 
3 trqsize 0.60 1.99 0.00 0.00 2.00 3.00 1.89 1.56 
4 safeg 0.80 1.22 1.00 2.00 1.66 1.00 1.23 1.32 
5 green 1.80 1.99 1.95 1.00 2.00 2.00 1.83 1.78 
6 blue 1.66 1.01 1.58 1.58 2.00 2.00 1.44 1.30 
7 dev 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 
8 ams 1.00 1.00 1.00 1.00 2.00 2.00 1.42 1.17 
9 xsub 2.00 2.00 2.00 2.00 2.00 1.00 2.00 1.99 
10 xcred 3.00 3.00 3.00 3.00 2.98 2.00 2.96 2.98 
11 de_min 0.00 0.82 1.37 0.00 4.00 0.00 0.89 0.75 
12 lab_env 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
13 sin_is 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
14 tech_as 1.60 1.99 1.81 1.76 1.37 1.74 1.46 1.74 
15 SP 1.11 0.95 1.00 1.00 1.59 1.00 1.56 1.18 
16 Dump 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
Ave 
rage 

 
1.10 1.19 1.16 1.10 1.61 1.25 1.29  

 
 
 
distinct and delineated clusters. The resulting clusters are shown in Table 
5.3. The cluster ratings for each negotiation topic are displayed in Table 
5.4. 
 
5.25 The first cluster contains five countries that in general have a 
liberalistic profile in the WTO negotiations, such as Australia and New 
Zealand, two prominent Cairns Group members. In return for a more free 
and liberalistic trading regime, they propose a special safeguard 
mechanism for developing countries and de minimis support for DCs as 
seen from the ratings in Table 5.4. 
 
5.26 The second cluster contains the African Group plus a number of 
other low-income countries, 61 in total. This cluster is the largest and the 
poorest, and emphasizes the need for DCs to have lower tariff reduction 
commitments. The countries in this cluster derive a substantial part of 
government revenue from tariffs, and have difficulty establishing another 
base for tax revenues. Thus, they want to be able to continue imposing 
non-negligible import tariffs. 
 
5.27 Cluster no. 3 consists of four Caribbean countries that pushes for 
increased tariff-rate quotas (TRQs) for DC exports to developed 
countries. These four countries do not have access through the EBA 
initiative since they do not belong to the LDC group. Hence, they want to 
ensure some preferential access through the use of TRQs. 
 
5.28 Cluster no. 4 contains 21 countries, among them several Cairns 
Group members and high profile developing countries such as Argentina, 
Brazil, China and South Africa. Specifically, this group wants to ensure 
that developing countries can support their agriculture through the use of 
de minimis rules, AMS and green box provisions. 

 
5.29 Cluster no. 5 consists of two countries, Canada and Japan. These 
are the least willing to provide SDT, although some moderate SDT 
provisions are suggested. 
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Table 5.5. Cluster distances 
Cluster 

no. 1 2 3 4 5 6 7 Average 
1 0.00       2.54 
2 2.02 0.00      2.45 
3 1.80 2.28 0.00     2.61 
4 1.63 2.70 2.04 0.00    2.93 
5 4.61 3.76 3.62 4.82 0.00   4.09 
6 3.17 2.61 3.76 3.82 4.46 0.00  3.34 
7 1.98 1.34 2.12 2.56 3.25 2.26 0.00 2.25 

 
 

5.30 Cluster no. 6 consists of one country, Jordan. Specifically, Jordan 
asks for DCs being allowed to provide export subsidies and export 
credits. 
 
5.31 Cluster no. 7 contains 49 countries, among them the EU member 
countries and the US. Most developed WTO Member countries are found 
in this group and interestingly the July Package containing the agreement 
on modalities in the agriculture negotiations also features in this cluster. 
This is the central cluster in the SDT negotiations, having ratings on most 
issues that are close to the average for all WTO Member countries. Also. 
countries with no or very few proposals in the SDT negotiations are 
placed here, since they are assigned the average positions for the 
countries that do have a stated position. 

 
5.32 Table 5.5 shows the distances between clusters. Cluster no. 7, the 
average cluster, has the smallest average distance from the other clusters, 
whereas cluster no. 5, the cluster that proposes the least SDT, has the 
largest. The Table shows that clusters no. 2 and no. 7, the two largest 
clusters with together 110 out of the 143 countries, are the two closest 
clusters. Thus, with such a high percentage of countries with quite similar 
positions, a compromise on SDT should not be impossible. 
 
5.33 Cluster no. 1 is quite close to the average cluster (no. 7). From 
Table 5.3, it can be seen that more than half the world’s population is 
situated in these three close clusters (1, 2 and 7). Furthermore, the bulk of 
the developed countries as well as most of the LDCs and the African 
Group belong to these clusters, thereby increasing the political feasibility 
of these countries being able to draw up a compromise. However, the 
most distinguishing feature separating these three clusters is the African 
Group’s desire to be able to retain somewhat significant tariff rates 
primarily for tax revenue purposes. This pertinent issue of the tax base 
must therefore somehow be addressed, perhaps through a “trade for aid” 
undertaking. 
 
 
 
 
 

African Group and 
industrialized 
countries close in 
their positions. 
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6  SDT in the NAMA negotiations 
 

The negotiation of NAMA under GATT 
 
6.1 The Non-Agricultural Market Access (NAMA) negotiations were 
the core of multilateral trade negotiations in the old days. NAMA 
basically covers industrial tariffs and other trade barriers12. It was the  
main preoccupation of GATT, therefore it is not surprising that this is the 
area in which tariffs and other trade barriers have been reduced the most. 
However, there remain two key areas where trade barriers are much 
higher than normal. Firstly, a number of ‘tariff peaks’ exist in developed 
countries, notably in labour-intensive goods sectors, such as clothing and 
footwear. Secondly, developing countries have much higher tariffs on 
industrial products than do developed countries. The tariff structure is a 
reflection of the political economics of trade negotiations, as well as the 
underlying economic strength of individual countries, and of the history 
of the GATT/WTO. 
 
6.2 With developed countries having founded the GATT, the fact 
that the first industrial trade barriers to be reduced (and by the largest 
amount) were those between these founding countries is no great 
surprise. The rapid development of the economic structures of the 
developed countries since World War II has meant that labour intensive 
products are now largely made in developing countries. Developing 
countries were not very active in the GATT, many of them having joined 
soon after gaining their independence, and in many cases having 
disconnected only recently from the developed country founders of the 
agreement. At the same time, the mercantilist logic of trade negotiations 
made it difficult for developing countries to trade concessions, as they 
had little to trade. The remaining tariff peaks in the tariff structure of 
developed countries therefore remain primarily on labour intensive 
products exported by developing countries 

 
6.3 Until the Uruguay Round, the vast majority of markets in 
developing countries were too small to make the trade negotiators and the 
parties influencing them push for market access. At the same time, 
developing countries themselves showed little interest in market access in 
other developing countries, and so the political conditions were cast for 
the establishment of non-reciprocity as a key principle of negotiation with 
developing countries. As a result, the average tariffs of developing 
countries were high, and the prime incentives for trade reform did not 
come from the GATT but rather from domestic interest groups or from 
multilateral organizations such as the World Bank and the IMF. 

 
6.4 Some observers argue that the acceptance of the non-reciprocity 
aspect of Special and Differential Treatment (SDT) by developed and 

                                                 
12 The agenda is actually slightly larger than industrial tariffs. Trade barriers for the 
fishery sector are negotiated under NAMA too. 
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developing countries alike is responsible for the developing countries’ 
poor performance in multilateral trade negotiations. According to this 
argument, non-reciprocity effectively short-circuits the negotiations by 
removing developing countries from the only place in the WTO where 
things really happen: the negotiating table where the horse-trading takes 
place. Or, in the words of Jagdish Bhagwati “if you want a free lunch, 
don’t expect to eat at a banquet” (Bhagwati 2005). 

 
6.5 This argument, however, is simplistic and potentially misleading. 
The reciprocity game works with the fast-growing middle-income 
countries, and even with very large poor countries, such as India. 
Economic growth throughout the recent decades has been a powerful 
negotiating weapon in the hands of these countries. Yet, a large 
proportion of WTO Members are small and poor countries. These 
countries have next to nothing to offer in terms of market access (Mattoo 
and Subraminian 2004). It is hard to trade horses when you don’t have 
any yourself. Instead, their limited power within the WTO will be based 
on a combination of the moral obligations that other countries’ 
governments and the parties influencing them (e.g. Northern NGOs) have 
to alleviate poverty, and their effective power of veto in the WTO13. 

 
6.6 The economic structure of the world economy has, however, 
been changing since the signing of the GATT, and today the markets of a 
number of mainly Asian and Latin American countries have reached a 
size that means they can no longer be ignored by developed countries. 
Hence, there has been a build-up of pressure for trade liberalization in the 
larger and richer developing countries within the WTO itself. This trend 
has been especially noticeable during the Doha Development Round. The 
NAMA negotiations have proved more difficult than was foreseen, and 
many discussions have been led from the trenches of a deep North-South 
divide. 

 
NAMA in the Doha Development Round 

 
6.7 NAMA is considered a key area in the DDR. Negotiations were 
launched at the Doha Ministerial in 2001, but have moved forward only 
slowly since then. Virtually every aspect of the negotiations has met with 
problems, many of which are rooted in deep differences between mainly 
developed and developing countries about the usefulness of an offensive 
liberalization agenda on NAMA. 
 
6.8 At least five groups of countries may be identified in this respect, 
although for individual countries their actual belonging to the group may 
vary according to the exact topic under negotiation. Developed countries 
(especially the US, the EU, Japan, Canada, Australia, New Zealand, 
Norway and Switzerland) have been in favour of ambitious cuts in 
industrial tariffs, in the case of the US even to the extent of zero tariffs. A 
small group of developing countries (mainly Chile, Costa Rica, 
Singapore, Hong Kong, and Mexico) share this view. A powerful group 

                                                 
13 Naturally, there are very strict limits to how effective the veto power of otherwise non-
powerful countries is. Excessive use of the ability to block decisions could quickly turn 
the WTO into a less important international organization, with the major decisions 
moving elsewhere (e.g. in a first step towards regional trade agreements). The rise and fall 
of the position of UNCTAD in international trade regulation is a useful experience in this 
regard. 
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of developing countries (e.g. Argentina, Brazil, China, India, Indonesia, 
Malaysia, the Philippines, Venezuela), unofficially known as the ‘mini-
G20’ because it consists of many of the same countries that joined the 
agricultural G20 before the failed Cancún Ministerial meeting, have 
opposite views. They demand extensive SDT and insist on linking 
progress in NAMA with progress in agriculture. The African group 
appears to support the views of the mini-G20, although they negotiate 
independently from them and have a set of problems special to them (and 
to LDCs), most notably the erosion of their preferential trading 
arrangements. Finally, while the LDCs share many of the characteristics 
and views of the African group (and many group members), they 
negotiate independently. 

 
6.9 All in all, the conclusion is that the NAMA negotiations target a 
potentially ambitious liberalization agenda, yet the negotiations are 
largely deadlocked and little advanced. In principle, all proposals are still 
on the negotiating table and countries are free to make new ones. SDT 
plays a central role in the negotiations, reflecting the fact that views are 
often divided according to development status. A large number of 
developing countries actively pursue a negotiating strategy built on SDT 
in the hope that this will lead to fewer concessions from their side. 

 
Members’ proposals concerning SDT as discussed in the NAMA 
Negotiations Committee 

 
6.10 Various developing countries work to include SDT elements in 
nearly all the components of the NAMA negotiations. The stated reasons 
for doing so include: 
 

 A demand for ‘policy space’. This justification is invoked to 
defend industrial policy through trade barriers; 

 The problems encountered by some developing countries when 
their preferential trading arrangements loose value as a result of 
general liberalization - generally known as ‘preference erosion’; 

 The problems of developing countries due to their reliance on 
tariff revenue. In some countries, tariffs are more than just trade 
barriers, they serve a fiscal purpose too - notably poorer 
developing countries where State budgets rely heavily on trade 
taxes. 

 Many developing countries fear the adjustment costs of 
liberalization and claim that these costs are inversely correlated 
with national income; 

 Some developing countries state they are particularly vulnerable 
to trade liberalization and define themselves as belonging to a 
group of ‘small and vulnerable economies’. These are mainly 
island economies; 

 Newly-acceded Members claim that they have already granted 
above-average concessions during their accession negotiations 
and so want credit for this in the ongoing DDR. 

 
6.11 Demands for SDT have entered the negotiations in many ways 
and on a multitude of occasions, namely when: 
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 defining the formula to be used when cutting tariffs; 
 negotiating the sectoral approach (e.g. the selection of a number 

of sectors for fast-track, above-formula cuts, liberalization); 
 deciding on sensitive products (e.g. the selection of a number of 

products for which there should be less liberalization); 
 negotiating tariff bindings; 
 negotiating implementation periods; 
 discussing trade-related capacity building; 
• discussing the situation of LDCs; 
 discussing the problem of preference erosion; 
 discussing the problem of the fiscal effects of tariff cuts. 

 
6.12 The issue of choosing a formula with which to reduce tariffs is 
paramount in the NAMA negotiations. It is agreed almost universally that 
a formula shall be used, but the exact configuration of the formula is 
difficult to settle, as it will eventually determine the effective degree of 
liberalization. There is a large majority behind the view that the formula 
shall reduce higher tariffs proportionately more than lower ones. 
However, the  differences surface when the degree to which this shall 
take place is discussed. 
 
6.13 A number of tariff reduction formulas have been brought into 
play, in proposals from India, the EU, Korea, the US, China, Japan, 
Norway and, most recently, a joint proposal from Brazil, Argentina and 
India14. The heart of the debate is whether to use the so-called ‘Swiss 
formula’15 that cuts higher tariffs most, or the so-called ‘Gerard 
formula’16 that links tariff cuts with the average tariff of a given country 
and so moderates the cuts in countries with high average tariffs. 
Currently, the discussions are focused exclusively on the shape of the 
formula, while the choice of the actual coefficients of the formula, and 
thereby the exact size of tariff cuts, will be discussed later. However, it is 
generally agreed that these coefficients could be allowed to differ 
between developed and developing countries. This is reflected in the 
decision taken in the General Council in July 2004, where it was stated 
that the formula to be agreed should be non-linear (e.g. cut highest tariffs 
most) and embody a principle of less-than-full reciprocity. 

 
6.14 Brazil, Argentina and India suggested a variant of the Gerard 
formula in their proposal submitted in May 2005, while most developed 
countries, some other Latin American countries, and some countries in 
East and South-East Asia appear to favour theSwiss formula. 

 

                                                 
14 The proposals are in the following official documents: India (TN/MA/W/10/Add.2), 
EU(TN/MA/W/11/Add.1 and Add.2), Korea (TN/MA/W/6/Add.1), US (TN/MA/W/18), 
China (TN/MA/W/20), Japan (TN/MA/W/15), Norway (TN/MA/W/7/Add.1), and Brazil, 
Argentina and India (TN/MA/W/54). 
15 The Swiss formula is so named because a similar formula was proposed by Switzerland 
during the Tokyo Round (1973-1979). 
16 The Gerard formula is a variant of the Swiss formula that links tariff cuts to the average 
tariff. Essentially, this formula harmonizes tariffs within a country rather than, as is the 
case with the Swiss formula, across countries. It is named after a former Chair of the 
NAMA Negotiations Committee, who suggested the use of this formula in the run-op to 
Cancún as a compromise. However, this suggested compromise not only included a 
compromise formula, but also included commitment to sectoral liberalization as the price 
to be paid for using a less harsh formula. 
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6.15 While the formula establishes the general contour of cutting 
tariffs, two special options are used to either promote liberalization 
beyond the formula, or moderate it. Firstly, the selection of particular 
sectors to be subject to fast-track liberalization is discussed under the 
heading of ‘sectoral approach’. Developing countries may be given 
special attention through the choice of such sectors. The July Package 
encouraged Members to focus on products of particular interest to 
developing countries. The EU has specifically suggested more-than-
formula liberalization in the sectors of textiles and footwear. In the run-
up to Cancún, the Chair of the NAMA Negotiations Committee 
suggested electronics, fish, footwear, leather goods, motor vehicles and 
parts, stones, gems and precious metals, as well as textiles and clothing. 

 
6.16 Secondly, the subject of the moderation of formula-based 
liberalization is discussed under the heading of ‘sensitive products’. The 
negotiations in the NAMA Committee have so far gone hardly beyond 
expressions of general support for the idea, which notably have come 
mainly from developing countries. The decision on a formula will, 
however, open the door to this difficult topic. The July Package has some 
elaborate wording on sensitive products, stipulating, for example, that 
there should be less-than-formula cuts for some products. It is suggested 
that developing countries will be given the flexibility to apply less-than-
formula cuts to up to ten percent of the tariffs lines (cuts have to be at 
least half of the formula) and to keep tariff lines unbound or to not apply 
formula cuts for up to five percent of tariff lines. However, this flexibility 
may not be used to exclude entire HS chapters17. 

 
6.17 The concept of tariff bindings refers to the fact that not all tariffs 
are bound by WTO rules. Many developing countries, notably those in 
Africa but also large countries like India, have many tariff lines which are 
not subject to any rules. This is, of course, contrary to the purpose of the 
WTO, and many countries therefore perceive increasing the rate of bound 
tariffs as a major goal of the negotiations. African countries are generally 
against increasing binding rates18, while the LDCs are willing to discuss 
it, although only if the tariffs are to be bound at levels above current 
applied levels19. The US, the EU and Canada20 are willing to incorporate 
credits for increases in binding rates in the general tariff reduction 
formula to be agreed. A group of three countries, Mexico, Columbia, and 
Chile21, suggests that binding tariffs should be one element of creating a 
delicate balance between binding, cutting tariffs, selecting sensitive 
products and getting extended implementation periods. That proposal 
attempts to formalize the political reality that a final NAMA agreement 
will include compromises between different modes of achieving or 
resisting liberalization. The July Package suggests that unbound tariffs 
should be bound at twice their applied levels and that countries with less 
than 35 percent of their tariff lines bound should be excepted from 

                                                 
17 There are some more conditions applied. The up-to-ten-percent exception should not 
exceed ten percent of a WTO Member’s imports and the five percent exception should not 
exceed five percent of the total value of a Member’s import. Also note that all figures are 
in squared brackets and so are not agreed yet. 
18 TN/CTD/W/3/Rev.2. 
19 TN/MA/W/22. 
20 JOB(03)/163. 
21 TN/MA/W/50. 
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formula tariff cuts under the condition that they must bind all their 
tariffs22. 
 
6.18 A preferred method of granting SDT is to set extended 
implementation periods for developing countries and for LDCs. It is 
therefore not surprising that both the negotiations in the NAMA 
Committee and the July Package frequently acknowledge the principle of 
extended implementation periods, although without much discussion of 
the length of this extension. 

 
6.19 Another “champion” of SDT is trade-related capacity building 
(TRCB). In the context of NAMA, TRCB could be relevant either to 
prepare countries for the negotiations themselves, to mitigate potentially 
harmful costs of adjustment to liberalization including preference 
erosion, or to build up supply capacity to take advantage of opening 
markets. TRCB is generally encouraged, including in the July Package, 
yet there is so far little substance to the discussions, although it must be 
emphasized that some of the discussions on SDT taking place in the 
Committee on Trade and Development are relevant to NAMA. This is the 
case, for instance, as far as the problem of preference erosion is 
concerned. The African Group has expressed a desire to be supported by 
the funding of trade impact studies and general capacity-building 
measures23. 

 
6.20 While formulas, the sectoral approach, sensitive products, 
implementation periods, and the TRCB, are all instruments to regulate 
NAMA, three cross-cutting issues - LDCs, preference erosion and the 
fiscal effects of tariff cuts - are also being discussed. In principle, these 
issues could be targeted by any of the instruments mentioned above, or 
by entirely new ones. 

 
6.21 The LDCs claim themselves to be particularly vulnerable in a 
liberalization context. LDCs demand to be exempt from reduction 
commitments and argue that they should only bind unbound tariff lines at 
levels above applied tariffs. These concerns have been largely met by all 
parties and the July Package stipulates that LDCs should be exempt from 
reduction commitments under the formula as well as under the sectoral 
approach. In return, the LDCs have to increase their tariff bindings 
substantially. Furthermore developed countries and middle-income 
countries are “encouraged” to grant LDCs tariff-free entry to their 
markets. The LDCs themselves work actively against an ambitious 
liberalization agenda as they fear the consequences for their preferential 
trading arrangements. What all this boils down to is the existence of a 
group of countries that largely perceives the WTO as a threat to 
established privileges, that are outside the normal negotiating mechanism 
(e.g. the exchange of concessions), and for which the impetus to 
liberalize comes from sources other than the WTO (e.g. domestic ones or 
the World Bank and the IMF). Nevertheless, the group of LDCs have 
been more active in the negotiations than ever before, although often (and 

                                                 
22 It should be emphasized that all figures in the July Package are in square brackets 
meaning that it is only the principle that is agreed while the exact figures are still subject 
to negotiation. 
23 TN/CTD/W/3/Rev.2. 
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logically) pursuing their own narrow and therefore different policy 
objectives. 
 
6.22 The problem of preference erosion has been mentioned several 
times, and is an issue of key concern. The July Package acknowledges the 
severity of the problem, yet the deliberations in the NAMA Committee 
lack feasible ways forward that could tackle the problem, notably from 
the side of the developed countries. There have been two proposals to 
target the problem. The African, Caribbean and Pacific (ACP) countries 
propose an index of vulnerability (TN/MA/W/53). They outline three 
criteria for assessing the degree of vulnerability to preference erosion: 

 
 The share of exports of a particular product to a specific 

preference-granting country in the developing country’s total 
exports; 

 That product’s market share in the importing country; and 
 The exporting country’s world market share in the product. 

 
Based on these three criteria, this proposal creates a formula for 
calculating an index of vulnerability to determine which products should 
receive special treatment while reducing tariffs. The proposal does not 
contain results from the use of the formula, therefore it is difficult to 
evaluate further. Neither does it discuss what policies to use to combat 
the preference erosion problem, should such a problem be identified. 
Subsequent discussions in the NAMA Committee, however, revealed that 
one course of action could be the slowing down of liberalization for 
selected products. 
 
6.23 The African Group proposes a ‘correction coefficient’ to be used 
to improve the preference margins for products prone to preference 
erosion (TN/MA/W/49). While this proposal lacks clarity, it is evidence 
to the great concern that African countries have in general over 
preference erosion. 
 
6.24 In most countries, tariffs are used mainly as protectionist devices, 
but in some, tariffs are also an important source of much-needed fiscal 
revenues. This is especially true for small and poor countries. 
Liberalization, therefore, is not just a trade policy instrument alone. It 
also has important ramifications for tax policy and government spending. 
This issue is acknowledged in the July Package, in general terms, but has 
not been subject of any specific proposals. It has been discussed 
informally, however, at NAMA Committee meetings. 

 
Members’ proposals concerning SDT as discussed in the Committee 
on Trade and Development 

 
6.25 The NAMA Negotiations Committee is only one of two forums 
where SDT in NAMA is discussed. The other is the Committee on Trade 
and Development. Prior to the failed Cancún Ministerial Conference, 88 
proposals had been submitted. In an attempt to operationalize the 
negotiations, the then Chair of the General Council, Carlos Pérez del 
Castillo, divided these proposals into three groups (WTO 2003a): 
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 Category I: Proposals that were agreed in principle (12 
proposals) or on which there is a great likelihood of reaching 
agreement (26 proposals); 

 Category II: Proposals that are more difficult and for which the 
negations may be made easier by referring them to the relevant 
negotiation bodies (38 proposals); 

 Category III: Proposals on which there were wide divergences of 
views (15 proposals). 

 
This categorization was made with a view to adopting as many proposals 
as possible in Cancún. As this Ministerial failed, none were formally 
adopted and the negotiation of SDT in the CTD has been in a state of 
deadlock ever since. As of June 2005, in an attempt to re-start 
negotiations, it has been decided to focus on agreement-specific 
proposals, starting with proposals from the LDCs, continuing with 
proposals from the African Group, and subsequently discussing the 
remaining agreement-specific proposals. 
 
6.26 The CTD proposals have been described and discussed in 
numerous studies. Two recent overview studies containing lengthy 
discussion of these proposals are Page and Kleen (2005: 20-25) and 
Hoekman, Michalopoulos and Winters (2003: 88-112). Following 
Hoekman, Michalopoulos and Winters (2003), the proposals that are 
relevant for NAMA fall under the following five broad headings: 
 

 Preferences; 
 Flexibility to use industrial policy; 
 Flexibility not to implement common rules; 
 Trade-Related Capacity Building; 
 Monitoring, transparency and accountability. 

 
6.27 A large number of proposals, around 15 in total, discuss aspects 
of preferential trading arrangements. These come primarily from the 
LDCs and the African Group. They are presented in summary form in 
box 6.1 below. In various forms, the proposals aim at enlarging existing 
preferences (e.g. LDC free market access, preferential treatment in regard 
to quotas and import licences, services, South-South trade), to lower non-
tariff barriers (less use of safeguards, antidumping and standards), and to 
monitor developed country efforts in this area. 
 
6.28 Some five proposals (from the African Group, LDCs and St. 
Lucia) attempt to widen the scope for using industrial policy. The African 
Group members’ proposals seek to avoid having to go through 
“cumbersome procedural and substantive conditions” if industrial policy 
may foster development, and the LDCs seek that all waivers from rules 
that LDCs should desire should be granted to them. 

 
6.29 One single proposal from the African Group falls into the 
category of trying to obtain flexibility not to implement common rules. 
Their desire is that LDCs should “not be required to implement or 
comply with obligations or commitments that are prejudicial to their 
individual development, financial or trade needs” (WTO 2002, paragraph 
76)24. 

                                                 
24 This proposal is discussed further in chapter 9, in a different context. 
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Box 6.1: Proposals made to the Committee on Trade and Development 
relating to preferential trading arrangements 

 
 
 LDCs (TN/CTD/W/4/Add.1): Increased quotas under MFA arrangements to change a 

footnote to Art. 1.2 so that it becomes a mandatory requirement 
 African Group (TN/CTD/W/3(Rev.2): Want to make Part IV GATT commitments 

binding  
 LDCs (TN/CTD/W/4/Add.1): Industrialized countries commit to provide duty-free and 

quota free access for all product from LDCs 
 African Group (TN/CTD/W/3(Rev.2): Developed countries to report to the CTD how 

they have included preferential access to specific products of interest to LDCs and how 
they have taken measures to ensure meaningful market access 

 LDCs (TN/CTD/W/4/Add.1): Developed countries to report to the CTD how they have 
included preferential access to specific products of interest to African countries and how 
they have taken measures to ensure meaningful market access 

 Paraguay (TN/CTD/W/5, /Add.1, /Add.2): Waivers not to be used to discriminate against 
other developing countries 

 African Group: All international and regional organizations to provide guidelines on 
development indicators and goals and give advice on measures to be taking within the 
WTO framework and the required assistance to reach such goals 

 African Group, India: More beneficial treatment in the allocation of quotas and import 
licenses 

 African Group (TN/CTD/W/3/Rev.2) and LDCs (TN/CTD/W/4/Add.1): Extend 
preferential treatment to services; LDCs call for developed countries to reserve quotas for 
the supply of services; the African Group requests that developed countries supply 
information on how developing country service suppliers had been favourably treated 

 African Group (TN/CTD/W/3/Rev.2) and LDCs (TN/CTD/W/4/Add.1): Wants  to clarify 
that intra-developing country schemes are compatible with the Enabling Clause in order 
to increase South-South preferential trade 

 African Group: A binding prohibition against taking safeguard measures against products 
from developing country Members that do not exceed 3 percent of import of a Member 
(Art. 9.1. of the Agreement on Safeguards) 

 African Group: Antidumping Art. 15 to require that developed country Members take into 
account the development needs of developing and LDCs 

 African Group (TN/CTD/W/3/Rev.2): Product standards Art. 9.2. of the SPS agreement 
to require an importing member to cease applying standards immediately and 
unconditionally if it fails to provide technical assistance to affected exporters/alternatively 
to compensate the exporting developing countries 

 African Group (TN/CTD/W/3/Rev.2) and ‘Like-Minded Group’ (TN/CTD/W/2): 
Suggested the requirement to “take account of the special needs of developing country 
Members and in particular LDCs” to imply that industrialized countries either withdraw 
damaging measures, compensate or provide technical assistance. 

 African Group: Suggests developing country trade impact assessments of new standards. 
If adverse effects are found, they shall not be applicable before capacity to comply with 
them has been developed. 

 
Source: WTO (2003a) and Hoekman et al. (2003). 
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6.30 Another proposal from the African Group calls for technical 
assistance to LDCs to remove supply-side constraints so that they may 
realize benefits to be gained through the WTO. 

 
6.31 And finally, one African Group proposal falls into the last 
category, while calling for the CTD to review bi-annually the 
industrialized countries’ efforts to attain specific targets or benchmarks 
with respect to SDT. 

 
Academic and policy research contributions on SDT in respect of 
NAMA 
 
6.32 Academic literature on the effects of the liberalization of trade in 
industrial goods is one area of the publishing trade that is positively 
booming. However, this literature is more focused on analysis of the 
consequences of such liberalization than on the issue of how to  

 
 

tackle the more pragmatic policy question of securing this liberalization. 
One area of the research - analysis of the problem of preference erosion - 
will be reviewed briefly here  
 
6.33 A large number of contributions have been made on the subject 
of preference erosion (e.g. Hoekman and Özden 2005, Subramanian 
2003, Lippoldt and Kowalski 2005, Commonwealth Secretariat 2004, 
Wusheng and Jensen 2005). Hoekman and Özden (2005) provide an up-
to-date survey of the problem. The literature spans a wide range of issues, 
but the discussion below will be narrowed down to just two in particular - 
the value of preferences given the fact that preference erosion will 
accelerate soon, and whether preferences can be improved in order to 
help mitigate the loss. 

 
6.34 It is no surprise that economists have a hard time agreeing on the 
exact size of the loss that developing countries will suffer as a result of 
preference erosion. Nevertheless, there is consensus on the following 
broad elements: 
 

 The aggregate loss is small in comparison with total exports (in 
the region of 0.5-2 percent); 

 The losses are concentrated on specific countries and on specific 
products. A few countries are likely to loose 3-10 percent of 
exports (Subramanian 2003, Yeats 1995); 

 Many of the countries likely to be hurt most are small island 
economies many of which do not belong to the LDC category; 

 Losses are concentrated in the products of sugar, bananas and 
textiles and clothing that have enjoyed quota protection;  

 The estimates of likely losses in monetary terms are likely to be 
at the least several hundreds of millions of dollars. François, 
Hoekman and Manchin (2005)25 concludes that complete 
preference erosion due to MFN reforms in the EU (including 
agriculture) would impose a welfare (real income) loss of some 
$460 million on African LDCs and a $100 million loss on 
Bangladesh. Much larger estimates exist, however. Grynberg and 

                                                 
25 As cited in Hoekman and Prowse (2005). 
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Silva (2004) finds that the losses in income transfers to producers 
in countries enjoying trade preferences are $1.7 billion each year. 
They esteem that producers will need some 14 to 20 years to 
adjust, so the total net present value of losses are equivalent to 
something in between $6 billion and $13.8 billion (Hoekman et 
al. 2003). 

 
6.35 Recent research concludes that beneficiary countries often find it 
difficult to use preferences, because of the cumbersome procedures 
involved. Attention has been focused on the issue of rules of origin and 
the lack of binding in preferential trading arrangements. The less 
restrictive rules of origin in the African Growth and Opportunity Act 
(AGOA), for instance, have been widely seen as the reasons why exports 
of clothing have shown much stronger growth under this arrangement 
than under the Everything But Arms (EBA) initiative (Wainio et al. 2005, 
Brenton and Ikezuki 2004). 
 
6.36 The fact that preferences are not bound but may be withdrawn at 
short notice, reduces their value. In a recent analysis of AGOA, World 
Bank economists Paul Brenton and Takako Ikezuki argue that for many 
sectors it is likely that the current temporary and relatively short statutory 
period of AGOA hampers a significant investment response. This is 
highly likely, as preferences may be withdrawn the moment they become 
effective and exports rise. This line of research points to opportunities for 
improving current preferences. 
 
Differentiation in the NAMA negotiations 
 
6.37 Differentiating between groups of developing countries beyond 
the “line in the sand” drawn between LDCs and other developing 
countries is something of a “hot potato” in the WTO. This is an issue on 
every negotiator’s mind, and yet it is not the subject of any formal 
proposals. The discussion is simply too controversial to be taken on at the 
current stage of negotiations, because any ideas floated would quickly 
divide the waters, and split countries into two groups - those supposed to 
benefit, and those not. 
 
6.38 Part of the problem of discussing differentiation is the fear of 
creating a precedent. The moment a principle of differentiation is 
established in area X, there is a risk that it will be referred to when 
discussing area Y. This provides a rationale for discussing differentiation 
in very well defined areas while referring to explicit issues. This more 
pragmatic approach has become known as ‘situation-based flexibility’. 
As differentiation is both a much-used political instrument and an 
economic necessity (in some cases, but not necessarily the ones in which 
it is used politically), it is of no surprise that this ‘low profile’ type of 
SDT is widely discussed in the NAMA negotiations without ever 
referring to the broad, cross-cutting differentiation issues. 

 
6.39 A range of objective economic rationales can be provided for the 
differentiation of SDT in the NAMA negotiations. Firstly, developing 
countries have different needs from the use of industrial policies through 
trade instruments. Some may be able to use economically more efficient 
instruments like subsidies, while others may not. Secondly, the export 
capacities of developing countries vary widely. This is particularly 

Estimates of the loss 
due to preference 
erosion vary 
between $0.5 and 
$13.8 billion 

Rules of Origin often 
restrict the 
utilization of 
preferences 

Differentiation is in 
everybody’s mind 
but on the lips of no- 
one 

Differentiation 
serves economic 
purposes: to target 
the trade needs of 
individual 
developing countries 



 41

relevant factor in the provision of Trade-Related Capacity Building, 
which will be discussed further in chapter 9. Thirdly, the capacity of 
developing countries to bear the adjustment costs of trade reform will 
differ. Fourthly, the problem of preference erosion is highly specific to 
some developing countries (and some products) and not others. And, 
fifthly, the fiscal effects of tariff cuts will vary according to the degree to 
which developing countries have the capacity to introduce alternative 
means of financing public budgets and expenditures in an economically 
efficient way. 

 
6.40 Political reality, however, in certain cases restrains the use of 
SDT (as does sound economics in many cases, but not necessarily in the 
same cases). Developing countries demand considerably lower tariff cuts 
than developed countries, and offer a modest degree of extended binding 
coverage. Many call for comprehensive definitions of sensitive products. 
Developed countries will find it politically impossible to meet such 
demands. It must also be emphasized that some developing countries, of 
course, are often (mis)using SDT in order to call for such comprehensive 
special treatment that they appear to be completely opting out of the 
NAMA negotiations. The LDCs are particularly successful in this 
respect. 

 
6.41 SDT has entered, or may enter, into many areas of the NAMA 
negotiations and discussions, including: 
 

 The definition of sectors to be used in the sectoral approach; 
 The discussion of binding coverage; 
 The problems of countries depending on tariffs for fiscal 

purposes; 
 Discussions on LDCs; 
 Trade-Related Capacity Building; 
 The issue of preference erosion; 
 In discussing infant industry needs. 

 
6.42 By definition, the use of the sectoral approach will have different 
impacts according to the weight of various economic sectors in the 
economies of different countries. Small and poor developing countries, 
for example, are often less diversified than middle-income countries, and 
are specialized in the export of a handful of raw agricultural commodities 
and mineral products. The impact of liberalization could therefore be 
skewed towards a certain set of countries by deliberately focusing on 
products in which they have a comparative advantage. 
 
6.43 A number of WTO Members, and especially African countries, 
did not bind many of their tariff lines in the Uruguay Round. These 
countries now claim this as a concession won, and consequently a 
negotiating “chip” that should be met with return concessions if it is to be 
retained in the Doha Development Round. 

 
6.44 The July Package suggests that countries with a binding coverage 
of less than 35 percent will be exempt from tariff cuts under the formula. 
A total of 24 African countries fall into this category, along with a further 
5 developing countries from outside Africa (see Appendix Table A-1). 
Many of the countries concerned are LDCs, but there are a few middle-
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income countries as well. Data supporting these considerations may be 
found in Appendix A. 

 
6.45 The degree to which WTO Members depend on tariffs as a 
source of fiscal revenue varies widely. In developed countries, the 
proportion of total revenue raised is typically in the region of a single 
percent, while in many developing countries it is more than a quarter that 
comes from trade taxes. There has been some informal discussion on 
whether differentiation should be granted, based on a country’s the 
degree of dependence on tariff revenue. These discussions have not yet 
led to any formulation of concrete proposals, but some Members have 
expressed a willingness to consider arrangements for countries where 
tariffs account for more than 20 percent of total revenues. As may be seen 
in Appendix A, Table A-2, the majority of these are low-income 
countries, with a substantial portion being LDCs, and many from Sub-
Saharan Africa. There have so far been no indications of which 
arrangements should be created to meet the needs of such countries. 

 
6.46 LDCs are set to have a partial round for free in the NAMA 
negotiations, as already discussed. This fact is confirmed by the NAMA 
Negotiations Committee meetings and the July Package, which points to 
further difficulties when it comes to using differentiation as a political 
tool in the negotiations. The issue-specific flexibilities that could be 
offered with reference to binding coverage and tariff revenue 
dependency, would benefit LDCs to a large extent (although not all of 
them), but the political goal of using this approach would be to extend 
SDT to non-LDCs, which are nevertheless in a similar situation. It will be 
difficult to target such countries with any great precision. 

 
6.47 The subject of Trade-Related Capacity Building surfaces now 
and again in the NAMA negotiations, as it does everywhere else in the 
ongoing Doha Development Round. Needless to say, assistance will have 
to be targeted to a limited number of countries sharing identical problems 
if it is going to be effective. There will be more discussion in chapter 9. 

 
6.48 Preference erosion is the concern of a broad group of countries, 
LDCs and middle-income alike, which share no particular characteristics 
except a common colonial past, especially the countries enjoying EU 
preferential access. As described earlier in this chapter, the ACP 
countries and the African group have both put forward proposals on how 
to target the problems of this broad group. The ACP countries have 
suggested the use of a ‘vulnerability’ index and the African Group has 
proposed the creation of a ‘correction coefficient’. None of these 
proposals specify which countries would be identified by the respective 
approaches. 

 
6.49 A final issue has been raised by a small group of six African 
countries (Bridges Weekly Volume 7, Number 7). These countries call 
for the “need for concrete special and differential treatment based on 
economic benchmarks” to address infant industry problems. Their call, 
however, remains fairly abstract. 
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Concluding remarks 
 
6.50 The current state of deadlock in the NAMA negotiations will to 
some extent have to be solved by the provision of a certain degree of 
SDT for developing countries. Exactly why this is so, in fact, is 
somewhat unclear. It appears that SDT is used by developing countries as 
much as a political tool for getting concessions as a tool for solving real 
developmental problems. 
 
6.51 The issues discussed are presented in summary form in box 6.2. 
As witnessed, there are two forums, the NAMA Negotiations Committee 
and the CTD, and there is a degree of overlap between the discussions in 
the two forums. Some degree of SDT has already been provided in the 
July Package, although the details are yet to be settled. 

 
6.52 From a development point of view, it would be good to focus on 
a set of specific developmental problems to be targeted by SDT, and then 
to build up a set of instruments to use. The concerns most commonly 
expressed are about preference erosion, which at the same time is a major 
political stumbling block because countries fearing preference erosion 
will favour a slowdown in the speed of liberalization. While the concern 
is generally acknowledged, there is a clear lack of effective instruments 
to meet it. Other concerns, such as the dependency on tariff revenues and 
the need for industrial policy through trade means, are less widely 
accepted. 
 

 
Box 6.2. Overview of SDT discussions within the NAMA negotiations 
Agreement-specific proposals - formula 

- sectoral approach 
- sensitive products 
- tariff bindings 
- implementation periods 
- TRCB 
- LDCs (exempt from formula cuts and sectoral approach) 
- preference erosion 
- fiscal effects of tariff cuts 
 

Committee on Trade and 
Development proposals 

- preferences 
- flexibility to use industrial policy 
- flexibility not to implement common rules 
- TRCB 
- Monitoring 
 

July Package - non-linear formula with less than full reciprocity for 
developing countries 

- focus on products of interest to developing countries 
- entire HS chapters not to be excluded when defining 

sensitive products 
- unbound tariffs cut in half; no formula cuts if less than 35 

percent binding 
- free access for LDCs encouraged 
- problems of preference erosion and fiscal effects of tariff 

cuts acknowledged 
- TRCB encouraged 
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7  SDT and Trade Facilitation 
 

What is Trade Facilitation? 
 
7.1 The term Trade Facilitation (TF) refers to efforts to minimize the 
transaction costs associated with procedures and documentation for 
international trade, while at the same time maintaining efficient and 
effective levels of government control. These efforts normally include 
making procedures and documentation simpler, more transparent and 
more consistent with international standards. Certain definitions of TF, 
for example that used by UNCTAD, refer further to transport issues such 
as the review of transportation laws26, establishing norms for liability 
insurance, and creating awareness of or promoting best practice in 
relation to modern transport and logistics. Others, for example that used 
by the Swedish National Board of Trade (2003), extend the term’s frame 
of reference even further to include issues concerning trade finance. 
 
7.2 The narrow definition of TF normally implies four main typs of 
action: 
 

 Providing comprehensive information on trade and customs law 
and trade-related regulations, licensing and certification 
requirements; 

 Simplification, standardization and harmonization of rules and 
procedures, especially for customs documentation and clearance; 

 Restrictions on discretionary practices and access for traders to 
due process; 

 Customs infrastructure modernization/application of automated 
data systems to customs documentation and procedures. 

 
7.3 Arguments advanced in support of the importance of TF usually 
emphasize the unnecessarily complex, time-consuming and costly way in 
which international trade is often administered. A commonly cited claim, 
based on business surveys, is that the average customs transaction 
involves ca. 30 different parties, ca. 40 different documents and ca. 200 
elements of data collection. About 60-70 percent of all data collected is 
re-keyed at least once. There have been no comprehensive economic 
studies of the cost of conforming to existing TF regimes, but 
‘guesstimates’ based on the same surveys fall into the range of 2-10 
percent of the value of global trade. Further benefits of TF reform are 
said to be improved tax revenues, following on from more effective 
import duty collection, and a greater probability of attracting foreign 
direct investment. Some developing countries have professed to be 
sceptical of the claim that their revenue collection will improve as a result 
of TF reform, however they argue that in the context of rampant over- 

                                                 
26 With special reference to technical requirements for vehicles and drivers, for example. 
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and under-invoicing, important controls may be eroded with a transition 
to streamlined and more automated systems27. 
 
7.4 At the same time, it is generally recognized that modernization of 
trade administration entails a series of costs to the governments 
implementing the changes involved. These costs include: 
 

 Changes in institutional set-ups (including re-training, re-
deployment or retrenchment of staff); 

 Automation/computerization of procedures/documentation/up- 
and down-stream communications, and establishing data-bases; 

 Simplification of rules, procedures and work tasks of all those 
involved; 

 Possible introduction of invoice-based valuation and post-release 
audits, involving the adoption of complex risk assessment and 
sampling procedures. 

 
7.5 Clearly, these costs will be highest where few or no TF reforms 
have been undertaken to date.  
 
7.6 In addition to the WTO, there areot her international 
organizations and conventions whose mandates include TF. The most 
important of these is the World Customs Organization (WCO), which is 
the sponsor of the Kyoto Convention on Simplification and 
Harmonization of Customs Procedures (1973, revised 1999), the Istanbul 
Convention on Temporary Admission (1993) and the International 
Convention on the Harmonized Commodity Description and Coding 
System (1998). 
 
Trade Facilitation in the WTO 
 
7.7 A number of Articles of GATT 1947 dealt directly with TF 
issues. These include Articles V (Freedom of Transit), VII (Customs 
Valuation), VIII (Fees and Formalities connected with Importation and 
Exportation), IX (Marks of Origin) and X (Publication and 
Administration of Trade Regulations). These Articles were incorporated, 
sometimes in a revised form, in GATT 1994, while, as part of the 
Uruguay Round a number of new TF-related WTO agreements were 
signed, including those on Customs Valuation and Pre-shipment 
Inspection. 
 
7.8 TF was introduced as a distinct element on the WTO agenda only 
in 1996, at the Singapore Ministerial. Here, the Council on Trade in 
Goods (CTG) was instructed to conduct exploratory work on the 
simplification of trade procedures in order to assess the scope for WTO 
rules in the area. The main movers were the EU, the US, Japan, 
Switzerland, Canada, Australia, New Zealand and (uniquely amongst 
developing countries), Korea. Opposition to new rules was expressed at 
the time by some developing countries, who argued that TF was not 
contingent upon the adoption of WTO disciplines, and that technical 
cooperation efforts to ensure compliance with WCO conventions should 
be prioritized instead. 

                                                 
27 Some developing country WTO Members have argued that security controls will be 
also eroded by the TF process. 
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7.9 The CTG gathered information on work being done by other 
international organizations in the area of TF28, and organized a TF 
Symposium held in Geneva in March 1998, to review the relationship 
between possible WTO rules in the area, existing international 
conventions, and WTO rules and agreements in other areas, including 
SPS, GATS and TRIPS29. 
 
7.10 In July 1998, the CTG agreed to hold a series of informal 
meetings on the following: 
 

 Import/export procedures and requirements, including customs 
and border-crossing issues 

 Physical movement of consignments, payments and insurance 
 The application of IT to international trade procedures; technical 

cooperation and development issues; and existing relevant WTO 
Agreements 

 Evaluation of exploratory and analytical work in the area, 
conducted in the WTO to date. 

 
7.11 At these meetings, 14 papers were presented by Members, of 
which five were presented by the EU and four by Korea. Along with 
Canada, Japan, Switzerland and the US, these countries were to remain 
the most active in relation to the TF issue right through to the July 
Agreement of 2004. All the main proposals in the area have come from 
these countries, while papers contributed by other Members have dealt 
almost exclusively with reporting national experiences. 
 
7.12 The CTG presented a Status Report in June 199930, and the EU, 
Japan, Switzerland and the US presented concrete proposals on TF as part 
of the preparatory work for the Seattle Ministerial. The draft Ministerial 
statement for Seattle embodied the first developed-country concessions in 
the area, in that it proposed that future negotiations should concern only 
the ‘enhanced’ implementation of GATT 1994 Articles V (Freedom of 
Transit), VIII (Fees and Formalities connected with Importation and 
Exportation) and X (Publication and Administration of Trade 
Regulations). Earlier proposals had referred in addition to Articles VII 
and IX as well as to the Agreements on Customs Valuation and Pre-
Shipment Inspection. 

 
7.13 Nonetheless, the discussion at Seattle in most respects repeated 
that at Singapore, with a division between those countries aiming to 
strengthen Articles V, VIII and X, and those who argued that (while 
exploratory work should continue) there was no need for additional WTO 
obligations. The latter group argued again that TF could be the subject for 
technical assistance without a new agreement. 

 
7.14 In the wake of the collapse of the Seattle Ministerial, it became 
widely accepted by the proponents of new TF rules that proposals to 
strengthen existing rules would gain widespread support only if they were 
more clearly linked to proposals on Trade-Related Capacity Building 

                                                 
28 G/C/W/70 
29 G/L/244 
30 G/L/333 
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(TRCB). A workshop on TRCB in relation to Trade Facilitation was held 
in May 2001, attended from the developing country side by Bangladesh, 
Senegal, Bolivia, Costa Rica, Jordan and the Philippines. Signals from 
the leading developed countries that TRCB would have to be a part of 
any new agreement, led to developing countries agreeing to allow the 
issue to become part of the Doha Round. However, commencing 
negotiations in the area was made conditional upon an explicit consensus 
being reached in the CTG on modalities for negotiation in the area31. 

 
7.15 Following Doha, a series of formal sessions of the CTG were 
held in 2002 and 2003, to discuss the improvement and clarification of 
Articles V, VIII and X, and TRCB. 

 
7.16 On Article X, proposals were submitted on how to improve and 
clarify existing provisions in respect of transparency (enquiry points), 
advance ruling systems, more systematic consultation between customs 
administrations and traders, and the establishment of effective appeal 
procedures. 

 
7.17 On Article VIII, proposals were made on simplification, 
standardization and streamlining of import/export procedures, use of 
international standards and instruments, commitments on fees and 
charges, acceptance of relevant commercial information, reduction of 
data requirements, enhanced use of automation, use of risk assessment 
and of pre-arrival processing and post-auditing, and underlining of 
GATT/WTO principles such as non-discrimination, transparency and 
proportionality. 

 
7.18 On Article V, proposals were made for new binding rules in the 
area of transit traffic. 

 
7.19 These proposals are summarized in G/C/W/393. While the 
proposals on Article X seem to have been largely uncontroversial, some 
developing country Members raised objections to many of the proposals 
made in relation to Articles VIII and V. These revolved around their 
implications for scarce administrative capacity, customs revenue 
collection and national security. Clearly dissatisfied with the level of 
concessions on offer, these countries proposed deferring all work in the 
TF area in favour of concentrating on the harmonized work programme 
on non-preferential Rules of Origin. No further substantial concessions 
seemed to have emerged during informal consultations in the period 
immediately before Cancún, and as the final statement of this Ministerial 
acknowledged, “more work need(ed) to be done in some key areas to 
enable us to proceed toward the conclusion of the negotiation” (on 
negotiating modalities, PG). 

 
7.20 By the end of July 2004, these concessions were forthcoming. 
Members reached explicit consensus on launching formal negotiations on 
TF on the basis of a set of modalities incorporating quite far-reaching 
forms of SDT32. A negotiating group was set up in October 2004 and a 

                                                 
31 Paragraph 27 of the Doha Declaration, WT/MIN(01)/DEC/1. 
32 Annex D of the July Agreement, see later section. 
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Work-Plan adopted in November33. The agenda for the negotiations 
comprised: 
 

 Clarification and improvement of relevant aspects of Articles V, 
VIII and X of GATT 1994 

 Special and Differential Treatment 
 LDCs 
 TF needs and priorities of Members, related to costs 
 TRCB 
 Cooperation with relevant international organizations. 

 
7.21 Both the agreed negotiating modalities and the content of the 
Agenda reflect very considerable progress by developing country 
Members in achieving the objectives they set themselves, both in relation 
to TF and to the Doha Development Agenda more generally.  
 
Members’ proposals concerning Special and Differential Treatment 
(SDT) 
 
European Union 
 
7.22 The EU’s first proposal on SDT in relation to TF is found in a 
Communication of 2000 (European Community 2000), which stated ‘a 
distinction should be made between commitments that could require time 
and resources for compliance and commitments whose introduction 
would not be resource intensive, and (that) extra time be given for the 
first’. It was not stated which group(s) of countries such extra time 
periods would apply to or how long they should be. Nor was any 
indication given of which commitments could be considered to fall into 
the first category. The proposal went on to also suggest the provision of 
TRCB in two areas as part of an eventual Agreement, namely capacity 
building for implementation and capacity building to enable governments 
and traders to consult with each other on changes in regulations. The 
proposal suggested that TRCB be made available to ‘developing 
countries’ as a whole. 
 
7.23 Subsequently, the EU included reference to SDT in a more 
detailed proposal on TRCB in relation to Trade34, and in its various 
proposals with respect to clarification and improvement of Articles V, 
VIII and X of GATT 199435. The detailed proposal on TRCB broached 
the issue of negotiating modalities. It stated that TRCB should be made 
available in relation to a TF agreement for developing countries 
generally, ‘taking into account the more acute needs of LDCs’, but it also 
proposed that provision of TRCB should be integrated within country-
specific action plans. These would link clear commitments to the 
provision of TRCB from developed countries, to equally clear 
commitments from developing countries to implement specific measures. 
No statement was made concerning whether or how the needs LDCs 
might be differentiated within such negotiating modalities. Nor does the 
proposal suggest that TRCB commitments be made binding. 

 

                                                 
33 TN/TF/1. 
34 FacilitationG/C/W/235 of 2000 
35 Summarized in G/C/W/434 of 2002. 
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7.24 In its contributions to the discussions on clarification and 
improvement of Articles V, VIII and X of GATT36, the EU repeated these 
proposals for transition periods for more demanding or resource-intensive 
TF measures, and for negotiating modalities designed to generate 
Member-specific “action plan”-based TRCB transfers. On the other hand, 
other negotiating modality-related proposals for dealing with problems 
arising in relation to the implementation of more resource-intensive 
measures are made for the first time. These include provision for LDCs to 
make a more limited set of commitments, particularly in relation to 
revision of Articles VIII and V. A list of examples was provided of 
commitments under a revised Article VIII, which LDCs might not be 
required to implement. This included creating a single reference/enquiry 
point for all customs matters, automation of customs systems, and 
introducing simplified release procedures. It is not clear from the 
proposal whether what was envisaged was a negotiating modality based 
on a GATS-style offer system, or one aimed at an Agreement that was 
(partly) plurilateral. This ambiguity is underlined by the statement saying 
that “the EU …is not convinced that (such alternatives) would be the best 
option since (they) risk creating a semi-permanent two-tier membership 
and may contain insufficient incentives for the Member in question to 
implement,” but which then went on to state that the EU would seek 
developing country opinions on the proposal. 
 
Canada 
 
7.25 Canada’s 2002 proposals on Articles V, VIII and X37 contained 
reference to developing countries being allowed transition periods in 
relation to Article X, as well as to (non-binding) commitments on TRCB 
by developed countries in relation to implementation of revised forms of 
all three Articles. In relation to Article V, reference was made to making 
TRCB conditional on an agreement to implement specific commitments. 
By implication, developing countries could therefore choose to not 
implement particular commitments, although this would lead to having to 
forego TRCB. Although this was not made explicit, Canada thus also 
appeared to express its openness to a negotiating modality taking the 
form either of a GATS-style offer system, or aiming at a (partly) 
plurilateral agreement. 
 
Japan 
 
7.26 Japan’s 2002 proposals on Articles X and V38 referred to (non-
binding) commitments on TRCB by developed countries in relation to 
implementation of revised forms of both Articles. In the case of its 
proposal on Article X, reference was made to linking TRCB to agreed 
‘negotiation goals’. Once again, openness to a negotiating modality 
taking the form either of a GATS-style offer system or aiming at a partly 
plurilateral agreement was implied. 
 

 
 
 

                                                 
36 1994G/C/W/434 of 2002. 
37 G/C/W/434. 
38 G/C/W/434. 
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Korea 
 
7.27 Apart from a passing and inexplicit reference to SDT in a 
proposal from Columbia, the only developing country to make proposals 
on SDT in relation to TF at this stage was Korea in 200239.  In its 
proposal on Article X, Korea stated that the feasibility of specific 
proposed commitments should be judged in relation to the nature of 
developed countries’ up-front pledges concerning SDT and TRCB. This 
directly, as opposed to indirectly, implied a negotiating modality taking 
the form either of a GATS-style offer system or aiming at a plurilateral 
agreement. In its proposal on Article V, Korea also stated that (up-front) 
pledges of TRCB made within negotiations should apply not just to 
implementation of WTO agreements, but also to related transport/transit 
service infrastructure development.  
 
US 
 
7.28 In 2003 the US submitted a specific proposal on SDT in relation 
to TF40. This had two elements. Firstly, it was proposed that SDT, where 
it was provided for, should take the form of country-specific packages. 
These packages should be based on a diagnosis of needs and on the 
development of ‘benchmarked programmes’ combining fixed transition 
periods, pre-determined implementation steps and TRCB disbursement. It 
was not stated how, or by whom, diagnosis and programme design should 
occur. The second element, in response to developing country concerns 
about possible developed country use of the DSM in order to enforce 
implementation of TF measures, was a suggestion for an agreement-
specific ‘process of consultation and mediation (mechanisms for 
requesting and conducting reviews of implementation)’. It was 
underlined that TRCB should be coordinated, but it was not proposed that 
it be made binding. Nor was the possible range of actions that might 
follow ‘TF reviews’ stated. 
 
7.29 Although claiming to be a departure from ‘outmoded approaches 
to SDT’, the US proposal in fact implied the same negotiating modalities 
as were applied for almost all the new Agreements reached in the 
Uruguay Round41. That is, transition or derogation periods for different 
groups of Members and non-binding commitments of TRCB from 
developed countries. In the US proposal, a call for non-standardized 
derogation periods and for greater donor coordination (around agreed 
transition programmes) was preferred to a requirement for the binding of 
technical assistance (TA). 

 
7.30 In an OECD document of March 2004 (OECD 2004), the US 
proposal is referred to as a component of a wider endeavour by the 

                                                 
39  If the definition of TF is widened to include the Agreements on Pre-Shipment 
Inspection and on Customs Valuation, then the number of developing countries proposing 
SDT would be much larger. For example, the African group made a series of SDT 
proposals on both Agreements in the run up to Cancún. These focused on making 
developed country commitments to TA binding and on renewing transition periods. See 
especially TN/CTD/W/3/Rev.2 
40 G/C/W/451. 
41 Only one plurilateral Agreement was reached during the Uruguay Round (that on 
Information Technology, which had 64 signatories by late 2004). Two existing 
plurilateral agreements were renewed, those on government procurement and trade in 
civil aircraft. 
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OECD Trade Committee Working Party (TCWP) to ‘inject…new 
momentum to the TF debate’. However, the TCWP goes on to note 
certain difficulties with the US proposal, namely in relation to the degree 
of implementation flexibility that it would entail in practice (as a result of 
non-standardized transition periods), and the volume of the underlying 
economic and legal information that it would be necessary to gather and 
analyse in order to design programmes that were all genuinely tailored to 
the individual circumstances of a very large number and variety of 
developing country Members42. The OECD document nevertheless 
contains no new proposals. 

 
Academic and policy research contributions on SDT in respect of TF 
 
7.31 Probably because of the relatively narrow and specialized nature 
of the field, there have been very few academic studies dedicated to TF as 
an issue within the WTO, and none which deal solely with SDT in 
respect of TF. SDT in respect of TF nevertheless features in a number of 
more general contributions. 
 
7.32 A common starting point of the academic discussion on TF is to 
emphasize its highly resource-intensive character for developing 
countries. This is typically illustrated with reference to the problems that 
these countries have experienced in implementing cognate Agreements 
such as that on Customs Valuation. As Whalley (1999) points out, 
already by 1998 this Agreement had given rise to requests by no fewer 
than 12 LDCs for renewal of transition periods – a figure higher than for 
any other Uruguay Round Agreement where it was possible to seek 
delays. Hoekman (2002) observes that even Canada took five years to 
implement the Customs Valuation Agreement fully. A second common 
starting point is the view that (despite the claims made by TF proponents) 
many (or most) proposed TF reforms entail an extremely uneven sharing 
of costs and benefits between different groups of countries. The main 
benefits will be captured by large trading countries, while the main costs 
will fall on those with the most cumbersome customs rules and least 
automated customs procedures (cf. Page & Kleen 2005). 
 
7.33 The two most comprehensive academic studies of TF within the 
WTO to date are both by Korean authors. Shin (2001) proposes SDT for 
developing countries in respect of TF in terms both of transition periods 
and the option of taking on less demanding sets of obligations. Shin 
argues for transition periods in respect of the implementation of specific 
reforms such as creation of single windows/enquiry points on customs 
rules and procedures, automation of clearance and introduction of pre-
arrival processing. He does not indicate which TF measures might be 
designated non-mandatory, or the negotiating modality whereby 
decisions could be reached on this subject. Nor does he indicate to which 
group(s) of countries SDT (in its different forms) might apply. Shin also 
makes the case for extending TRCB to include direct financial assistance 
in the case of automation of customs procedures, but does not take up the 

                                                 
42  The OECD paper goes on to propose giving the required analysis ’a clear fact-finding 
and clarifying orientation’ by revisiting all types of SDT and TRCB that already exist in 
the field of TF in WTO (interpreted more widely than Articles V, VIII and X of GATT 
1994 alone), and in TF-related agreements sponsored by other international organizations. 
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issue of whether this should be made binding, or (again) which countries 
would be eligible for it. 

 
7.34 Against the background of an argument for the proposition that 
there are great difficulties implicit in obtaining any kind of agreement on 
TF, for the reasons outlined at the beginning of this section, Sohn and 
Yang (2003) advance an argument for negotiating modalities on TF that 
build SDT in from the outset. Rather than aiming at a general TF 
Agreement, efforts should concentrate on launching separate (possibly 
sequential) sets of negotiations on three individual Understandings, 
concerning Articles X, V and VIII respectively. The Understanding on 
Article X, where disagreements between developed and developing 
countries are least evident, should be multilateral, whereas the 
Understandings on the other two need not be. A directly related 
suggestion is to link only the Understanding on Article X to DSM, while 
the other two Understandings could have other arrangements for making 
and reviewing complaints. 

 
7.35 Contributions to the discussion by other academics largely 
consist of arguments for adopting negotiating modalities with ‘built-in’ 
SDT in relation to TF, similar to those implicit or explicit in (parts of) the 
proposals listed above from the EU, Canada, Japan and especially Korea. 
That is, they propose either GATS-style offer-based negotiations or 
negotiations aiming at a mixed multilateral and plurilateral Agreement 
(cf. Hoekman et al. 2003 and Sutherland et al. 2004)43. Sutherland et al 
also discusses the difficulties implied by both these options. Problems 
raised by a GATS-style approach relate to the fact that, when this is 
applied to rules-related areas like TF, most of the potential commercial 
impact of an Agreement is neutralized. The main TF demandeurs are 
Northern corporations seeking to minimize the transaction costs arising 
from utilizing global production networks, where key inputs are sourced 
from countries with slow and laborious customs systems44. Such 
corporations would gain virtually nothing if obligations to modernize 
customs systems remained voluntary. Problems raised by a (partly) 
plurilateral Agreement relate to its possible institutionalization of 
differences in capacity to benefit from trade between groups of countries. 
Despite these worries, the authors - who include a number of very 
prominent trade economists - conclude that the advantages of such an 
approach probably outweigh its disadvantages (the alternative being no 
agreement in this and probably other areas). 
 
7.36 With these problems in mind, both Correales-Leal (2003) and 
Sutherland et al. (2004) propose that LDCs be granted contractual 
entitlements to TRCB (guaranteed by necessary funding arrangements) in 
relation to implementation of new commitments in this area - and other 
areas in the case of Sutherland et al. They do not specify which 

                                                 
43 Hoekman et al. also suggest that developing countries should be allowed to commit 
themselves to less resource-intensive alternatives to certain of the proposed measures. 
They mention reference point pricing-based customs valuation as opposed to the more 
demanding invoice-based evaluation. 
44 Most of the leading voices in the EU in favour of promoting a WTO TF Agreement are 
industry organizations such as the European Chemical Industry organization CEFIC. See 
www.cefic.be/position/Tea/pp_tm037.htm, www.cefic.be/position/Tea/pp_tm043.htm, 
and  www.cid.harvard.edu/cidtrade/Papers/ Trade%20Facilitation_CEFIC_Recknagel.pdf 
for Cefic position papers in 1998, 2001 and 2003, respectively. 
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commitments this should apply to, what levels of entitlement they might 
entail, or modalities for related funding arrangements. 

 
7.37 There appears to be no support amongst academic contributors 
for arrangements of the kind referred to in the US proposal. 
 
SDT in the July 2004 TF negotiating mandate 
 
7.38 Annex D of the July Agreement 200445 sets out the future WTO 
negotiating mandate for TF, with built-in SDT elements. Paragraph 2 of 
the Annex explicitly states that ‘the principle of (SDT)…should extend 
beyond the granting of traditional transition periods’ by taking the form 
of: 
 

 No developing country or LDC being ‘obliged to undertake 
investments in infrastructure (that are) beyond their means’ (para 
2), in cases where ‘required support and assistance for such 
infrastructure is not forthcoming’ (from developed country 
Members) (para 6). 

 LDCs in addition being exempted from requirements to 
‘undertake commitments (in)consistent with their individual 
development, financial and trade needs or their administrative 
capacity’ (para 3), in cases where ‘required support and 
assistance for such infrastructure is not forthcoming’ (from 
developed country Members) (para 6). 

 
Implied by this mandate is: 
 

 Acknowledgement that a TF Agreement may take a (partly)    
plurilateral form. 

 That, if the Agreement is to take a multilateral form, this will 
only occur as a result of developed countries contracting singly 
or jointly with developing countries and LDCs to supply them 
with adequate support for infrastructural changes and with CB. 

 
7.39 The unique, and in some respects path-breaking SDT features of 
this mandate, have been the subject of little or no public discussion so far. 
Only one of the post-July 2004 academic studies of SDT (that of Page 
and Kleen 2005) mentions the mandate or discusses its implications. 
Clearly, the principles that it is based upon could be generalized to other 
new Agreements, and to re-balancing others concluded in the Uruguay 
Round, such as the SPS Agreement. Furthermore, they appear (or 
appeared at the time) to set a precedent for how SDT would be handled in 
relation to the other Singapore Issues, should these find their way back 
onto the WTO agenda at some time. 
 
Developments since July 2004 
 
7.40 On the basis of the July Agreement, formal negotiations on TF 
commenced in October-November 2004. By May 2005, 30 proposals had 
been tabled, by 24 countries in all (counting the EU and the African 
Group as single countries). Of these, 6 were on Article V, 14 on Article 
VIII and 12 on Article X. Three dealt with SDT, although one of these 

                                                 
45 WT/L/579. 
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(from the EU) was simply a description of its existing TRCB efforts in 
the area. The proposals are listed in Appendix B. 
 
7.41 On SDT, while all proposals acknowledge that developing 
countries/LDCs face specific problems concerning implementation, and 
therefore offer or request some form of SDT, this is usually done only in 
highly general ways. In practically all cases, reference is to unspecified, 
time-limited derogations and to weakly specified TRCB. Only two 
proposals explicitly mention financial assistance, and the GATS-style 
‘offer’/plurilateralist negotiating modality prescribed in Annex D is 
directly reflected only in the African Group proposal (see below). 

 
7.42 The clearest trace of earlier SDT/TF thinking in the current 
discussions is the appearance in a number of proposals of the idea of 
country-specific needs assessments. However, during discussion of the 
proposal from China and Pakistan46, which argues that needs assessments 
should occur in advance of the design of offers on TRCB, the EU 
expressed opposition to the idea that such assessments should precede a 
clear indication of the likely outcome of negotiations. This was on the 
grounds that, in such circumstances, the negotiations could become 
hostage to the findings of the needs assessments. Accordingly, a de facto 
negotiating modality appears to have evolved, whereby, instead of 
referring to principles, developing countries, LDCs, or other groups 
seeking SDT, are expected to define their special needs on the basis of 
their own resources and then make proposals for how they should be 
dealt with. To date, only one group of countries appears to have done 
this, in the shape of a proposal from Bolivia, Mongolia and Paraguay on 
the special needs of land-locked countries as regards transit trade47. 
Perhaps because of the relatively advanced status of these countries, the 
forms of SDT that this proposal requests are confined to TRCB. 
 
Developing country responses 
 
7.43 Developing countries’ responses to the apparent back-tracking 
since July 2004 in respect of SDT have not been very coherent or 
coordinated. In the first instance, as in the case just cited, some 
developing country proposals themselves make no reference to the terms 
of Annex D, even though they request certain forms of SDT. Secondly, 
the African Group proposal48, rather than sticking to the terms of Annex 
D, seeks to go beyond it in certain respects. It demands that developed 
countries establish a fund for ‘participatory needs assessments’ for 
developing countries as a whole, by 31 July, 2005. At the same time, it 
also implies that developing countries should be free to interpret the 
outcome of these assessments, in that they would have the right to define 
their own programmes of relevant actions based on the recommendations. 
Furthermore, it is to the implementation of these programmes that 
binding developed country commitments of TRCB/financial assistance 
are expected to be made, before developing countries incur any 
implementation obligations. 
 
 

                                                 
46 TN/TF/W/29. 
47 TN/TF/W/28. 
48 TN/TF/W/33. 
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Box 7.1. Overview of SDT discussions within the Trade Facilitation negotiations 
 
Agreement-specific proposals 

 
- implementation periods 
- linking implementation commitments with TRCB 

commitments 
- TRCB 
- country-specific needs assessments 
- special needs of land-locked countries regarding transit trade 
 

Committee on Trade and 
Development proposals 

- nothing specifically on Trade Facilitation but issues of 
‘policy space’, flexibility, implementation costs, TRCB may 
be relevant for Trade Facilitation 

 
July Package - SDT should extent beyond transition periods 

- making implementation requiring resource-heavy investment 
conditional on TRCB 

 
 
 
 

7.44 Meanwhile, the Negotiating Group on Trade Facilitation’s ‘Core 
Group’, comprising India, the Philippines and Kenya, have revived 
objections to several key items of the developed country TF agenda (prior 
consultation, new appeal processes/instances, advance rulings by customs 
bodies, and risk-based assessment), on the grounds that these are not 
explicitly mentioned in GATT Articles V, VIII and X and therefore 
cannot be considered as part of their ‘enhanced implementation’50. 

 
Concluding remarks 
 
7.45 The issue of SDT has not yet become a sticking point in the 
Negotiating Group on Trade Facilitation but, given the apparent back-
tracking on the July Agreement, it seems likely that some developing 
countries are likely to make it one, prior to December 2005. Box 7.1 
provides an overview of the negotiations with a focus on SDT. The first 
question this raises is that of whether there are any prospects of a return 
to the July Agreement formulations. The proposal that is closest in spirit 
to these is that of the African Group, but because it is clearly an outlier, it 
could only serve as a route back if it were subject to considerable 
amendment. One useful exercise would be to explore the possibility of its 
consolidation with the somewhat less controversial proposal of China and 
Pakistan on needs assessments. 
 
7.46 A second, equally difficult question, concerns the special 
problems of landlocked countries, and particularly, landlocked LDCs. 
‘Enhanced Implementation’ of GATT Article V will benefit these 
countries only if it is implemented by their neighbours. But a SDT deal 
that opens up for a plurilateral agreement means an absence of 
implementation obligations for neighbours of landlocked countries, if 
these are themselves developing countries or LDCs. It is therefore 
necessary to design additional SDT packages spanning landlocked 
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developing countries/LDCs and their neighbours, in order to encourage 
full implementation. 

 
7.47 A third question is whether developing countries, and especially 
LDCs, are to be offered any assistance in defining their special needs in 
relation to TF. Without such assistance, it is unlikely that they will be 
able to do so prior to the Hong Kong Ministerial, whether or not a revised 
version of the African Group is accepted as a basis for further discussion 
on the subject. In this event, it is hard to see how developed countries will 
be able to formulate concessions on TF to developing countries and 
LDCs, as they must at some stage. This feeds into a final question, which 
is how much importance will be attached to reaching an agreement on TF 
by the different parties in the run-up to Hong Kong and later? It needs to 
be borne in mind that TF features in the July Agreement only in the shape 
of Annex D, and thus is low not only on the developing countries’ list of 
priorities, but to some extent on the developed countries’ list as well. 
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8  SDT in the TRIPS negotiations 
 

What are Trade-Related Aspects of Intellectual Property Rights? 
 
8.1 Trade-Related Aspects of Intellectual Property Rights (TRIPS) 
became subject to international trade law as a result of the Uruguay 
Round, following demand mainly from the United States. The main 
reasons for its inclusion were that trade in intellectual properties was 
increasing rapidly, and the newly created WTO offered the best chances 
of regulating this trade because the reformed dispute settlement 
mechanism was made binding. This would ensure that TRIPS would be 
observed by the Member States. The main intergovernmental 
organization dealing with intellectual properties, the World Intellectual 
Property Organization (WIPO), had, in the view of the US, suffered from 
the lack of a binding dispute settlement mechanism (Croome 1995). 
 
8.2 The TRIPS Agreement covers all eight aspects of intellectual 
property rights and is very detailed in its structure, which makes it quite 
long when compared with other WTO issues51. Basically, the TRIPS 
Agreement performs two tasks in the WTO: 

 
 It requires Members to incorporate a set of minimum 

requirements into their domestic legal system. The TRIPS 
Agreement states these requirements in positive terms, which 
means that it says what Members shall do and not what they shall 
not do. These three points: its behind-the-border features, 
minimum requirements and its positive language are the main 
differences between the TRIPS Agreement and other WTO 
issues; 

 The TRIPS Agreement also incorporates a set of other 
conventions and treaties into WTO law (e.g. Berne 1971, Paris 
1967) and make them integral parts of the WTO. 

 
8.3 Developing countries, who were against inclusion of TRIPS in 
the WTO, accepted the TRIPS Agreement when they secured three main 
SDT provisions: 
 

 Transitional Arrangements (Articles 65 and 66); 
 Technology Transfer (Article 66.2); and 
 Technical Cooperation (Article 67). 

 
These three provisions were meant to give developing countries adequate 
options and possibilities to upgrade, or in most cases at least initiate the 
necessary infrastructure to meet their TRIPS obligations. Yet, only the 
first provision (transitional arrangements) was made legally binding. The 
other two were of a “best endeavour” nature, and the scope of the 
provision on technology transfer was limited to LDCs. Very soon after 

                                                 
51 TRIPs consists of 73 Articles compared with e.g. the GATT’s 38 and the GATS’ 29. 
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the establishment of the WTO in 1995, developing countries expressed 
dissatisfaction with the low level of assistance they received in this 
regard. Furthermore, it became clear that the agreed transition time was 
not adequate and not all developing countries are now ready to 
implement the TRIPS Agreement. 
 
The SDT elements in the negotiation of the TRIPS Agreement in the 
Doha Development Round 
 
8.4 At the time of the Doha Ministerial, the TRIPS Agreement had 
become a hot issue. Attention on health aspects, notably AIDS, was 
extremely high, and developing countries as well as NGOs expressed 
their dissatisfaction loudly. This led to a strong focus during the 
Ministerial on compulsory licensing and access to medicine. However, 
other issues were included as well. All in all, two issues were set to have 
SDT components: 
 

 Compulsory licensing and access to medicine (Article 31(f)); 
 Technology transfer (Article 66.2). 

 
Other issues that are, in principle, important to developing countries 
include: i) geographical indications; ii) discussions on the Convention on 
Biological Diversity; and, iii) traditional knowledge. However, 
negotiations on these issues have not yet really started, or in the case of 
geographical indications are without SDT elements. Discussions have 
been taking place on two levels, in the negotiations committee on TRIPS 
and in the Committee on Trade and Development (CTD). Below, the 
agreement-specific discussions will be reviewed first, followed 
subsequently by a review of the proposals and discussions in the CTD. 
 
Agreement-specific discussions on SDT concerning TRIPS 
 
Compulsory licensing and access to medicine (Article 31(f)) 
 
8.5 While the TRIPS Agreement is a broad agreement, generally 
regulating cross-border trade in property rights, most attention over the 
last five years has been paid to the regulation provided for 
pharmaceutical products. Opponents of the WTO have used this issue in 
an attempt to forward he view that the WTO should be biased towards 
poor countries, claiming that it respects the interests of developed 
countries only, and notably the multinationals residing within them. The 
argument has been that even though developing countries face grave 
health problems (e.g. AIDS, malaria), they cannot afford to buy the 
necessary medicine because the TRIPS agreement de facto provides the 
pharmaceutical companies with monopoly rights. The TRIPS Agreement 
prevented developing countries from importing cheap products, a point 
that became the basis for the issue of compulsory licences52. 
 
 
 

                                                 
52 A compulsory licence is issued when a State, without permission from the rightful 
patent holder, permits another producer to manufacture the product. The TRIPS 
Agreement actually allows for the issue of compulsory licences under certain 
circumstances, as will be discussed below. 
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8.6 The discussion revolved around one particular Article of the 
TRIPS Agreement, namely Article 31: 

 
 

Article 31 
 

Other Use Without Authorization of the Right Holder 
 
Where the law of a Member allows for other use53 of the subject matter of a patent 
without the authorization of the right holder, including use by the government or third 
parties authorized by the government, the following provisions shall be respected: 
 
[...] 
 
(f) any such use shall be authorized predominantly for the supply of the domestic 
market of the Member authorizing such use. 
 
 
In short, the issue was about when countries could use the option given in 
Article 31 and the extent to which extra options were needed for 
countries that did not have domestic production capacity, and could thus 
gain little from Article 31 if they were to face a health crisis and therefore 
a demand for compulsory licensing. 
 
8.7 In order to proceed, the discussions were centred on what 
constitutes an emergency, which countries should be able to use the 
provision, how extended flexibility was to be organized, and what the 
legal form of such extended flexibility should be. 
 
8.8 In Doha, the negotiations were largely seen as a ‘test’ of the 
seriousness of the claim by developed countries that the next WTO round 
was to be a ‘development’ round, and thereby of the willingness of 
developed countries to meet developing countries’ demands and needs. 

 
8.9 The Doha Declaration answered some of the above-mentioned 
questions. It clarified the fact that countries may define for themselves 
what constitutes an emergency crisis, and it extended the implementation 
period for LDCs to 2016. The negotiations on this issue following the 
launch of the Doha Development Round were centred on the concerns of 
countries having no domestic production capacity. 

 
8.10 In August 2003, just before the Cancún Ministerial, a temporary 
decision was made on this issue. This decision basically says that any 
Member may import any needed medicine; that any Member may 
produce medicine to export to any other country; and, that any disease 
may be defined as a health problem. This system is subject to 
notification, and will remain in place until the TRIPS Agreement itself is 
amended. After the decision, all developed and some developing 
countries notified the WTO that they will not use the new system. So far, 
no country has notified that they will use the system. 

 
8.11 Currently, the question of pharmaceuticals and the TRIPS 
agreement is no longer at the top of the negotiation agenda. However, 
there still remains the question of how to incorporate the decision into the 

                                                 
53 "Other use" refers to use other than that allowed under Article 30. 
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TRIPS Agreement on a permanent basis. Here, the negotiators have four 
options: 

 
 To add a footnote to Article 31; 
 To add a new paragraph to Article 31; 
 To add the decision as an Annex to the TRIPS Agreement; 
 To delete paragraph (f) in Article 31. 

 
Strictly legally speaking, these four options would have identical 
outcomes. A question that has to be borne in mind when analysing how 
to make the decision permanent is what role the text of the Chair of the 
General Council shall play in any amendment to the TRIPS. The Chair’s 
text describes the context of the decision, emphasizes more strongly that 
the option should not be abused, and is more detailed on how the option 
should be used than is the decision itself (WTO 2003b). 

 
8.12 Only the African group has been pushing for a resolution to this 
outstanding question. It has tabled a proposal54 and submitted two 
documents, one containing further legal arguments55 and one asking for 
movement in the negotiations56. The proposal basically adds a new 
paragraph to the TRIPS Agreement, which, according to the African 
Group, reflects the main aspects of the decision. The critics claim that by 
“editing” and selecting relevant parts of the decision, the issue has been 
put into open discussion again. During the discussion, some countries, 
such as the US, prefer to add the whole decision along with the Chair’s 
text as an Annex, while others prefer to incorporate a footnote to the 
existing text. However, no other proposal has yet been tabled. It is worth 
mentioning that the latest proposal from the African Group57 implicitly 
suggests that if a paragraph can not be added to the TRIPS, then the 
whole paragraph (f) in Article 31 should be deleted. The question has not 
been settled, and other proposals may be tabled later. 
 
Technology transfer (Article 66.2) 

 
8.13 The transfer of technology was one of the key benefits 
developing countries had hoped for when they agreed to the TRIPS 
Agreement during the Uruguay Round. Since then, many have voiced 
their disappointment with the arrangement. The key sticking point is the 
language of the TRIPS Agreement on this point, which is of a “best 
endeavour” nature, and not binding. 
 
 In the Doha Round, the strategy of the developing countries is to make 
this provision more binding. The relevant Article of the TRIPS 
Agreement currently reads as follows: 
 
 
 
 
 
 

                                                 
54 IP/C/W/437/Rev.1. 
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Article 66 

 
Least-Developed Country Members 

 
1. In view of the special needs and requirements of least-developed country Members, 
their economic, financial and administrative constraints, and their need for flexibility to 
create a viable technological base, such Members shall not be required to apply the 
provisions of this Agreement, other than Articles 3, 4 and 5, for a period of 10 years from 
the date of application as defined under paragraph 1 of Article 65.  The Council for 
TRIPS shall, upon duly motivated request by a least-developed country Member, accord 
extensions of this period. 
 
2. Developed country Members shall provide incentives to enterprises and institutions 
in their territories for the purpose of promoting and encouraging technology transfer to 
least-developed country Members in order to enable them to create a sound and viable 
technological base. 
 
 
One early harvest from the Doha negotiations was in February 2003, 
when countries agreed to implement a notification and monitoring 
mechanism to oversee how the TRIPS Agreement’s Article 66.2 had been 
applied58. The information regarding this issue that developed countries 
must submit to the WTO on a yearly basis was specified, and it was also 
established that the submitted notifications should be reviewed every 
year. 
 
8.14 There are no further discussions on the substance of this issue at 
the moment, although the issue is occasionally raised in connection with 
other matters. Two ideas have been raised unofficially: i) To extend the 
scope of Article 66 to cover all developing countries, and not only LDCs; 
and, ii) to make the notifications subject to dispute settlement. The first 
idea is quite feasible, since it will not require substantial additional 
efforts. The second idea is more problematic, since it may jeopardize the 
“good will” that is required to make the system work. However, in future 
the system may become more detailed and powerful. One option could be 
to link it to the Trade Policy Review Mechanism, which itself may 
become more binding and powerful than the current system. There is, 
however, substantial resistance within the WTO membership to allowing 
the WTO secretariat to do more than purely descriptive analysis. The 
credibility and usefulness of such monitoring mechanisms would, 
however, be vastly improved if the Secretariat was allowed to process, 
assess or analyse the collected information. The notifications made by 
developed countries in response to the new mechanism on technology 
transfer have now been circulated twice, without yet being subject to a 
comments and discussion process at a detailed level. 
 
Proposals made in the Committee on Trade and Development 
 
8.15 A number of proposals regarding TRIPS have been discussed in 
the CTD. The CTD has grouped these into three categories, of which 
category II issues were referred to the agreement-specific committees for 
discussion. Two of these proposals were referred to the TRIPS 
Negotiations Committee. The LDCs have requested extended transition 
periods relating to Article 66.1, and the African Group has submitted a 
two-part proposal. 
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Box 8.1. Overview of SDT discussions within the TRIPS negotiations 
 
Agreement-specific proposals 

 
- compulsory licences and access to medicine 
- technology transfer 
 

Committee on Trade and 
Development proposals 

- implementation periods 
- exclusive marketing rights 
 

July Package - nothing specifically on TRIPS and SDT but a general 
encouragement to continue negotiations and specifically to 
find a solution to the problem of the extension of the 
protection of geographical indications 

 
 
 
 

The first part looks at transition periods under Article 65.4, and the 
second, exclusive marketing rights (Article 70.9). 
 
8.16 The LDCs proposal is not currently on the agenda for discussion 
due to there being a general extension of all transition periods for LDCs. 
The first part of the African Group proposal has not been discussed so 
far. The second part has been discussed and an agreement was reached in 
August 2003, which basically says that patents and Exclusive Marketing 
Rights are two separate and distinct notions59.  
 
Concluding remarks 
 
8.17 Negotiations on the SDT elements of the TRIPS Agreement are 
either concluded or remain deadlocked. Box 8.1 provides an overview of 
the negotiations with an SDT focus. However, the progress achieved with 
the August 2003 decision, as discussed in paragraph 8.10, is a success 
story, and contains elements that could be used in other areas. The basis 
of the success is the principle of self-selection. Extended flexibilities 
have been provided, but at the same time some countries have rejected 
the opportunity of using them. Hoekman et al. (2003) and Hoekman 
(2004) argue that such examples of ‘soft law’ approaches might be more 
appropriate in areas where there are conflicts between the trade needs and 
the development needs of a country facing new WTO rules. 
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9  Potential areas for future 
 negotiation initiatives on SDT 

 

Introduction  
 
9.1 There has been a resurgence of interest in Special and 
Differential Treatment (SDT) recently, both at the negotiating table in 
Geneva as well as in academic and policy research literature. There is 
certainly no shortage of demand for SDT, or of lively discussion of the 
ways to meet that demand, yet when it comes to concrete action, neither 
the negotiations nor the literature display much evidence of movement 
towards consensus. Any consensus-building would appear to be awaiting 
new initiatives at the negotiating table that can satisfy political demands, 
and at the same time fulfil objective development criteria. This chapter 
suggests three broad areas where new initiatives could be taken. Two of 
these areas are specific problems to be targeted - preference erosion and 
implementation costs. The third is an instrument to address these or other 
SDT issues, namely Trade-Related Capacity Building (TRCB). These 
three areas have been chosen from the dual perspective of political 
feasibility and the ability to address real development problems. 
 
Preference erosion 
 
9.2 A number of recent papers have been written on the issue of 
preference erosion (Hoekman and Özden 2005; Hoekman and Prowse 
2005; Limao and Olarreaga 2005; Lippoldt and Kowalski 2005; Page and 
Kleen 2005; Subramanian 2003). While there is some disagreement over 
the gravity of the problem (connected to a debate about the overall 
usefulness of preferences), there is consensus on the fact that relatively 
few countries are hurt by it. Most studies agree also that preferences will 
be of diminishing value as multilateral and regional liberalization 
progresses. Nevertheless, the near-consensus view of the 1990s that 
preferences were of limited importance has been challenged of late, and 
support for a more positive view of preferences is becoming ever more 
vocal (Page and Kleen 2005). 
 
9.3 Preference erosion is not just an economic problem but, in the 
context of multilateral trade negotiations, a political one as well. 
Successful preferences lead to the development of export industries, 
however they also lead to the formation of lobby groups that in the longer 
run will seek to preserve preferences and therefore oppose multilateral 
liberalization. 

 
9.4 A strategy to tackle the problem of preference erosion should 
seek both to improve existing preferences and to replace preferences with 
better instruments. Concerns about equity as well as political 
considerations would call for concentrating on improving preferences for 
the poorest countries. 
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9.5 For those countries not in a position to have a major impact on 
further liberalization negotiations, preferences could be an area for  
improvements. The intellectual rationale for this strategy is the above-
mentioned renewed belief in the effectiveness of preferences in reaching 
development goals. The countries in question are, in the main, the small 
and poor. The granting of additional preferences for larger poorer 
countries and for middle-income countries will probably lead to a 
stiffening of resistance to liberalization in the longer run. It is interesting 
to note as well that countries likely to loose as a result of a successful 
Doha Round Agreement fall into both groups. 

 
9.6 Preferences might be improved and deepened in a variety of 
ways. Firstly, the uncertainty surrounding existing preference schemes 
may be reduced by making preferences binding in the WTO. Secondly, 
less onerous graduation rules (rules that terminate preferences if export 
success is achieved) could be created. Such new rules could be pegged to 
overall economic performance rather than to the performance of 
individual export industries. Thirdly, for particular products, less use of 
anti-dumping measures would be desirable. Fourthly, preference schemes 
are increasingly subject to ‘side conditions’ (e.g. demands for 
environmental management, labour standards). The value of preferences 
would surely be enhanced if the demandeurs of such side conditions 
would be willing to pursue their policy goals through other more 
appropriate means. Fifthly, experiences under the African Growth and 
Opportunity Act (AGOA) have demonstrated the importance of less 
restrictive Rules of Origin in the case of clothing exports (Brenton and 
Ikezuki 2004). Clothing and fish are two products for which better 
designed Rules of Origin could improve the value of preferences. And, 
lastly, middle-income developing countries should be encouraged to 
grant preferences to small and poor countries, along the same lines as the 
developed countries. 
 
9.7 Choosing the countries to be favoured by improved preferences 
is a difficult process, not least politically. In “WTO language”, the best 
approximation to the term “small and poor countries” is “Least- 
Developed Countries”(LDCs). Given the political difficulties likely to be 
encountered in attempting to grant deepened preferences to countries 
outside the LDC category, both in the WTO negotiations as well as 
within the developed and middle-income countries themselves, it is 
recommended that any initiative should focus on the LDCs. 

 
9.8 Having said this, the granting of deepened preferences to small and 
poor countries not in the LDC category does have a legal basis in the 
form of the Enabling Clause. In this context, it should be noted that the 
recent Appellate Body report on the India-EU dispute on EU preferences 
(WTO 2004) has led to a re-interpretation of the Enabling Clause. This 
has enlarged the possibilities for granting preferences to groups other 
than those conventionally termed “LDCs” and “developing countries”. 
While the prevailing belief before this Appellate Body ruling was that 
differentiation could be done only on the basis of the two country-groups 
mentioned above, the ruling states that it is in conformity with the 
Enabling Clause to differentiate, if the differentiation is a response to 
genuine “development, financial and trade needs” (Enabling Clause, 
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paragraph 3(c)). What such needs would look like is uncertain. However, 
the Appellate Body report states that: 

 
“the existence of a “development, financial [or] trade need” must be assessed 
according to an objective standard. Broad-based recognition of a particular 
need, set out in the WTO Agreement or in multilateral instruments adopted by 
international organizations, could serve as such a standard” (WTO 2004, p. 66, 
italics in original)  

 
9.9 It is outside the competences of the authors of this report to form 
an opinion of the exact legal implications of the Appellate Body ruling, 
however it is worth pointing out that the potential of covering more than 
just the LDCs with deepened preferences may be greater than originally 
thought. 
 
9.10 Deepened preferences will be useful, but they nevertheless face 
erosion in the longer run as future rounds of trade talks continue. Thus, 
additional instruments are called for, to replace preferences. The original 
intellectual rationale for preferences was that developing countries would 
be offered a “level playing field”. In other words, it was believed that in 
competing with developed countries, developing countries suffered a cost 
disadvantage that preferences should make up for. The source of this cost 
disadvantage was supposed to be the combination of a lack of economies 
of scale and unfair (i.e. less than perfect) competition in world markets. 

 
9.11 This view, initially put forward by Raul Prebisch and given 
institutional credibility by UNCTAD, had its heyday in the 1960s and 
‘70s but has since lost much of its support. Nevertheless, scholars of all 
persuasions continue to believe that many export industries in developing 
countries suffer from cost disadvantages, albeit now under the name of 
‘supply-side constraints’. Supply-side constraints are an open-ended list 
of bottlenecks (e.g. infrastructure, institutional set-up, soil conditions, 
governance quality) that push up production and marketing costs in 
developing countries. These constraints are generally believed to be 
correlated with per capita income; the poorer the country, the more 
serious the supply-side constraints, evidence a lack of trade development 
by small and poor countries. 

 
9.12 The problem of preference erosion should be targeted ideally by 
finding the means of removing supply-side constraints to the extent that 
preferences are no longer needed. This shift from a preference agenda to 
an agenda of direct active assistance must be made by increasing and 
broadening the supply of TRCB to developing countries. As the problem 
of preference erosion is only one justification among several for such 
increased assistance, the wider subject of TRCB is covered separately in 
a section of its own below. 

 
Implementation costs 
 
9.13 The Uruguay Round re-defined the nature of trade policy.  
Beyond-the-border policies entered the framework of multilateral trade in 
the form of Agreements on SPS, TBT, TRIPS, Customs Valuation, and 
others, and this created demand for a new type of SDT. While the old 
approach consisted mainly of preferences and non-reciprocity, there is 
strong demand now for a new approach to SDT to balance domestic 
development needs with trade concerns, and to link trade with aid. 
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9.14 Developing countries and academic analysts alike have been 
surprised by the high costs of implementing some of the new agreements 
(Finger 2002; Finger and Schuler 2000). While some of the new rules are 
undoubtedly to the advantage of developing countries, there are others 
that would not pass an economic cost:benefit test. The feeling of deep 
disappointment among developing countries over this outcome has had 
serious repercussions for the Doha negotiations. This problem could be 
overcome by responding to the demands for a new approach to SDT. 

 
9.15 Demand for a new approach has surfaced in two different ways 
in the SDT negotiations. Firstly, the current impasse in the Trade 
Facilitation negotiations is to a large extent due to developing countries’ 
fear of accepting new commitments, which further down the road might 
prove to be costly to implement. Secondly, one of the proposals on LDCs 
currently given high priority in the CTD discussions includes a demand 
for the right not to “implement or comply with obligations or 
commitments that are prejudicial to their individual development, 
financial or trade needs, or their administrative and institutional 
capacity” (WTO 2002, para. 76). The “automatic” nature of this proposal, 
coupled with its broad formulation gives it few chances of survival in the 
CTD, unless it is significantly revised and expanded with some much-
needed precision. An attempt is made below to link this proposal to 
discussions on how to exempt (some) developing countries from 
implementation commitments if a rule cannot be justified by 
development needs. 
 
Linking implementation commitments with TRCB commitments: 
 
9.16 Recognition of the costs of implementing new WTO rules and of 
the domestic objectives of setting such rules bring with it problems in 
both of the following cases: 
 

 Where implementation would benefit developing countries yet is 
costly; 

 Where implementation is not only costly but would also be 
detrimental to developing countries’ development needs. 

 
The former case is discussed in this section. In the latter case, 
implementation is, of course, not recommendable, and this is covered in 
the next section below.  
 
9.17 Trade Facilitation is likely to be of benefit to developing 
countries, although implementation is foreseen as being costly. With a 
view to alleviating developing countries’ concerns over implementation 
costs, an innovative approach was followed in the WTO “July Package” 
of 2004. Here the issue of implementation costs was linked with the 
delivery of TRCB: 

 
“Support and assistance should also be provided to help developing and least-
developed countries implement the commitments resulting from the 
negotiations, in accordance with their nature and scope.  In this context, it is 
recognized that negotiations could lead to certain commitments whose 
implementation would require support for infrastructure development on the 
part of some Members.  In these limited cases, developed-country Members will 
make every effort to ensure support and assistance directly related to the nature 
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and scope of the commitments in order to allow implementation.  It is 
understood, however, that in cases where required support and assistance for 
such infrastructure is not forthcoming, and where a developing or least-
developed Member continues to lack the necessary capacity, implementation 
will not be required.  While every effort will be made to ensure the necessary 
support and assistance, it is understood that the commitments by developed 
countries to provide such support are not open-ended”. (WTO 2004b, Annex D, 
para. 6). 

 
9.18 This path-breaking concession, however, has left few marks on 
the subsequent negotiations, as emphasized earlier in chapter 7. No 
proposals have been made and no discussions have been led on how to 
operationalize this paragraph. Yet it must be determined (a) how the 
necessary TRCB will be forthcoming, (b) in which ‘limited cases’ 
support is required; and (c) how to make this binding; that is, how to 
determine when support has been sufficient. The question of eligibility is 
also important, yet the way the July Package Annex D is formulated 
leaves little doubt that the possibility for non-implementation is supposed 
to be extended to all developing countries. From an economics viewpoint, 
however, it would make sense to introduce some degree of 
differentiation, as capacities for implementation vary widely between the 
small and poor country members of the group of developing countries, 
and the middle-income members. 
 
9.19 An initiative on implementation costs could centre on bringing 
back to the negotiating table what was already agreed on implementation 
costs in the July Package. While such an initiative should, of course, be 
made within the Trade Facilitation negotiations, it could have broader 
implications. Linking capacity building with the legal obligations to 
implement new commitments could be used both as a model for future 
WTO rounds and a way of re-balancing the outcome of the Uruguay 
Round in agreements with high implementation costs. 

 
9.20 The question of determining when support has been ‘sufficient’, 
in the sense that implementation obligations become binding, is 
problematic. The traditional method of leaving it up to the Dispute 
Settlement Mechanism (DSM) may be a rather heavy and impractical 
way to settle such disputes. As a matter of fact, the costs invoved in using 
the DSM may lead to a situation where the question of which parts of a 
future agreement on Trade Facilitation are binding for many developing 
countries remains unclear over several years, because no Member has 
cared enough to find out through the DSM. If this situation were to 
persist, it would hardly be an improvement over today. One of the key 
benefits of WTO agreements is the certainty they provide about the 
effective rules, and that benefit will be lost if the DSM proves not to be 
an effective way of solving implementation-related disputes. These  are 
the type of concerns that call for the establishment of a lower-level 
monitoring body that could clarify the likely outcomes of disputes. 
 
9.21 The discussion on linking implementation commitments with 
capacity building is closely associated with the discussion on the role to 
be played by TRCB in general. This is the subject of another separate 
section below. 
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                                 Introducing possibilities for LDCs not to implement certain common  
                                 rules: 

 
9.22 The African Group has proposed amending the Decision on 
Measures in Favour of Least-Developed Countries so that a new 
paragraph 1 would read60: 
 

"It is understood that least-developed country Members, notwithstanding any 
provision of any WTO Agreement, shall not be required to implement or 
comply with obligations or commitments that are prejudicial to their individual 
development, financial or trade needs, or their administrative and institutional 
capacity” (WTO 2002b, para. 76). 

 
9.23 In its current formulation, this proposal is extremely wide-
ranging as it provides for a total opt-out from any WTO rules that LDCs 
deem themselves unfit for. The proposal is therefore unlikely to lead to 
changes if not amended considerably towards a more narrow focus. 
 
9.24 A key concern of the proposal is that surrounding the 
implementation costs of a number of new WTO agreements from the 
Uruguay Round, as well as the costs likely to result from new agreements 
under the Doha Development Round. 

 
9.25 A different perspective on the same problem is offered in several 
papers by Bernard Hoekman of the World Bank, most recently and most 
elaborately in Hoekman (2004). Here, a new framework is suggested for 
addressing the question of the desirability of implementing resource-
intensive agreements requiring investments and complementary reforms, 
as well as policies that may be contrary to WTO rules but deemed 
necessary for development purposes. He proposes focusing on the 
enforcement side by having recourse to the DSM conditional upon a 
‘development test’. The development test should rely on economic cost-
benefit analysis to identify net implementation benefits for countries, and 
the magnitude of negative spillovers created by development-motivated 
policies on other countries. This could be done by creating an 
independent oversight body equipped with a limited funding window and 
a small secretariat charged with assessing the likely benefits of 
implementation. 

 
9.26 The procedure could be that in the event of a Member 
complaining about the lack of implementation by another Member, the 
case is referred to the independent oversight body which will investigate 
the issue and produce an assessment. This assessment may be given 
either a mandatory status or an advisory role. In the former case, an 
assessment that implementation would be counter to development should 
lead to legally binding permission to the developing country in question 
not to implement. In the latter case, the decision could be referred to the 
General Council to be determined on the basis of the assessment and 
other available information. 
 
 
 

                                                 
60 This proposal is numbered 88 in WTO (2003a) containing the General Council 
Chairman’s categorization of proposals submitted to the CTD. 
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9.27 The African Group proposal could be revised to include elements 
such as those outlined above. Three key elements have to be introduced: 

 
 Which countries should be eligible? 
 Which rules should be covered by such a mechanism? 
 How is it to be operationalized? 

 
The nature of the proposal seems to suggest that it would target LDCs. 
However, other low-income countries will have similar needs. This 
introduces the difficult question of differentiation once again. One way of 
making the mechanism less automatic, while still accommodating the 
desires of the African Group and allowing countries other than LDCs to 
be covered in some form, would be for the assessments made by the 
oversight body to be mandatory for LDCs but voluntary for other 
developing countries. In that way, the implementation question of 
beyond-the-border rules will have to be solved in a more cooperative 
atmosphere than is the case in legal systems like the DSM. This solution 
would also introduce implicitly an element of further differentiation, as 
the assessments of the oversight body will be biased towards less 
resourceful, poorer and smaller developing countries without entering the 
difficult debate of setting formal criteria. 

 
Trade-Related Capacity Building 
 
9.28 Momentum is building for a high-profile initiative on increased 
Trade-Related Capacity Building (TRCB). The IMF and the World Bank 
Joint Development Committee discussed TRCB under the heading ‘Aid 
for Trade’ during their Spring meeting this year. They issued a 
communiqué calling upon the Fund and the Bank, in partnership with 
other donors, to develop proposals for increased TRCB. These proposals 
are to be discussed at the annual meeting in September. ‘Aid for Trade’ 
initiatives have also been a regular item on the agenda of the G8 meetings 
in the first half of 2005, where the general idea has been positively 
received. Furthermore, the UN Secretary General’s Report of 21 March 
for the Millennium Review Summit also highlighted TRCB. 
 
9.29 In this section, the concept of TRCB will be elaborated and a 
series of key elements that must be taken into account in any attempt to 
increase TRCB will be discussed. Focus will be on recent proposals to 
build on the Integrated Framework (IF) as the main channel for 
increasing TRCB (World Bank and IMF 2005; Prowse 2005). 

 
9.30 The areas that have been discussed above, of preference erosion 
and implementation costs, are specific problems that may be targeted by 
SDT instruments. TRCB, of course, is not a problem but an SDT 
instrument that may be used to target a wide array of problems, including 
preference erosion and implementation costs among them. The earlier 
chapters on agriculture, NAMA, Trade Facilitation and TRIPS revealed 
several other problems, such as the loss of fiscal revenues in the 
liberalization process, adjustment costs and supply-side constraints, 
which may also form a rationale for increased TRCB. 
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Table 9.1. Trade-Related Capacity Building as recorded by DAC, 2001-2003 (US$ millions) 
  2001   2002   2003 

  

Trade 
policy 

Trade 
develop-
ment 

Multi-
lateral 
TRCB 
provi-
ders* 

  Trade 
policy 

Trade 
develop-
ment 

Multi-
lateral 
TRCB 
provi-
ders* 

  Trade 
policy 

Trade 
develop-
ment 

Multi-
lateral 
TRCB 
provi-
ders* 

                        

Bilateral 290 714 24   274 843 33   389 1,071 40 
                        
Multilateral 368 639 3   392 477 3   595 691 5 
                        
Total 659 1,353 26   666 1,319 36   983 1,762 45 

* The figures in this subtotal include contributions to the following multilateral TRCB providers: the WTO, IF, 
ITC and JITAP. 
Source: WTO/OECD (2004), table 2. 
 
 
 

What is TRCB and how important is it? 
 
9.31 Trade-Related Capacity Building encompasses several types of 
‘Aid for Trade’. While there is no uniformly agreed definition61, the 
Development Assistance Committee (DAC) of the OECD defines two 
types of such aid. Trade policy and regulations covers: support to aid 
recipients’ effective participation in multilateral trade negotiations; 
analysis and implementation of multilateral trade agreements; trade 
policy mainstreaming and technical standards; trade facilitation including 
tariff structures and customs regimes; support to regional trade 
arrangements; and human resources development in trade. Trade 
development covers: business development and activities aimed at 
improving the business climate; access to trade finance; and trade 
promotion in the productive sectors (agriculture, forestry, fishing, 
industry, mining, tourism, services), including at the institutional and the 
enterprise levels62. 
 
9.32 The recording of data for trade-related aid flows was started only 
recently. The DAC figures presented in Table 9.1. date from 2001 and 
they reveal an upward trend in aid flows to 2003. In fact, total spending 
on TRCB remained stable in 2001 and 2002 at around $2 billion, but rose 
to $2.7 billion in 2003. This total was made up of just under $1 billion 
spending on trade policy, an increase of 40 percent over 2002, and nearly 
$1.8 billion on trade development, a rise of 34 percent. These figures 
probably overestimate the actual scale of the recent rise in spending, 
partly due to the fact that the old programming cycle of the World Bank’s 

                                                 
61 There is not even a uniformly agreed name. The OECD uses the label ‘trade-related 
technical assistance and capacity building’ (TRTA/CB), others use ‘trade related 
development assistance’ (TRDA), or, as here, ‘trade related capacity building’ (TRCB). 
Sometimes the more catchy ‘Trade for Aid’ is applied. 
62 The work of the DAC in monitoring and assessing TRDA is documented at 
http://www.oecd.org/department/0,2688,en_2649_34665_1_1_1_1_1,00.html. A database 
has been built collecting as of now 39 national and international donors’ information on 
their activities in this field and may be accessed at http://tcbdb.wto.org. The OECD and 
the WTO has issued three joint reports on TRDA published in, respectively, 
November/December 2002, July 2003 and December 2004. They may be downloaded 
from http://tcbdb.wto.org/index.asp?lang=ENG#. 
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International Development Association (IDA) ended in 2002, with a new 
one starting the following year, and also partly due to some under-
reporting in previous years, especially in 2001 (WTO/OECD 2004). 
However, these factors alone cannot account for the whole of the increase 
recorded, therefore the general claim that total TRCB is on the rise 
remains thoroughly credible. 

 
9.33 Put together, these amounts represented 5 percent of total aid 
commitments, which is roughly equivalent to the share going to 
population programmes, and is greater than that allocated to basic 
education or basic health. Least-Developed Countries (LDCs) were the 
recipients of around 20 percent of total trade policy and regulations 
commitments, and 30 percent of trade development activities 
(WTO/OECD 2003)63. 

 
9.34 TRCB is given both bilaterally and multilaterally. In 2003, nearly 
half (47 percent) of all TRCB was multilateral. The shares for trade 
policy and trade development were 60 percent and 39 percent 
respectively. The EU is by far the biggest multilateral donor, being 
responsible for 66 percent of the multilateral spending (or 31 percent of 
the total spending) in 2003. The International Development Association 
(IDA) was number two, with 29 percent of the multilateral spending (14 
percent of the total) (WTO/OECD 2004). 

 
9.35 As a component of total TRCB, it is interesting to note the 
relative unimportance of the total amount of spending of multilateral 
agencies such as the WTO, ITC, the Integrated Framework and JITAP64. 
These are the programmes normally referred to in discussions tying aid to 
the trade agenda. Only a minute fraction of total TRCB actually passes 
through these channels. In 2001, $26 million, or a mere 1.3 percent of 
total TRCB, passed through these agencies. In 2002, it was $36 million 
(1.8 percent of the total) and in 2003, a record $45 million (still only 1.6 
percent of total TRCB). 

 
9.36 In its monitoring of TRCB, the DAC acknowledges the 
difficulties of clearly defining what constitutes assistance to trade, and 
what does not. This is most problematic when it comes to assistance on 
infrastructure work necessary to trade - in areas such as transport, 
storage, communications and energy - which remained constant at around 
$8 billion in the years 2001 to 2003, representing about 20 percent of 
total aid commitments. Such support is not counted as TRCB, although a 
part of it is clearly supportive of trade. 
 
 
 

                                                 
63 This should be compared to LDCs share of total aid of around 30 percent (WTO/OECD 
2003). 
64 The Joint Integrated Technical Assistance Programme (JITAP) is developed jointly by 
the WTO, the ITC and UNCTAD with the aim of providing technical assistance to 
African countries. Its objectives are to build national capacity to understand the 
multilateral trading system and the implications for foreign trade, to assure compliance 
with the multilateral trading system and to help enhance the supply capacity of the 
participating countries. There are currently 16 participating countries (Benin, Botswana, 
Burkina Faso, Cameroon, Côte d’Ivoire, Ghana, Kenya, Malawi, Mali, Mauritania, 
Mozambique, Senegal, Tanzania, Tunisia, Uganda, and Zambia). 
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Are resource transfers through aid superior to transfers through trade? 
 
9.37 Economists claim that market failures and distortions should be 
targeted at source. This is a key rationale behind calls for TRCB, because 
aid may be used to finance more efficient instruments than those applied 
by indirect means, such as preferential trading arrangements. Hoekman 
and Prowse (2005), for instance, argue that it would be more efficient to 
transfer resources directly through aid than through trade preferences65. 
 
9.38 While this viewpoint is undoubtedly correct in the abstract world 
of theoretical economics, it is worth considering the practical limitations 
set by the real world before advancing to recommendations about the 
appropriateness of a shift towards more reliance on ‘Aid for Trade’ 
mechanisms. The crucial point is the degree to which resources may be 
raised and used for TRCB. 

 
9.39 Trade ministers and their negotiators are able to shift very 
considerable resources by re-designed trade rules. To date, numerous 
estimates have been provided on the potential gains of a Doha 
Development Round. Net income gains associated with past rounds of 
multilateral trade talks are believed to be in the region of $200 billion to 
$500 billion and the potential gains from further liberalization (in the 
Doha Development Round or subsequent rounds) may be upwards of 
$500 billion, especially if services are included (Anderson 2004). 

 
9.40 The capacity to shift resources through aid, however, looks to be 
much more limited. As discussed above, total TRCB amounted to $2.7 
billion in 2003, which was a record year. The experiences of the Uruguay 
Round suggest that only a fraction of this amount may be shifted in direct 
response to trade negotiations. In 2003, allocations to the multilateral 
programmes connected to the WTO totalled only $46 million, much less 
than the estimates of needs for TRCB to solve crucial problems related to 
the Doha negotiations. Estimates of the potential economic loss due to 
preference erosion, as discussed in chapter 6, are in the region of 
hundreds of millions of dollars at minimum. Furthermore, preference 
erosion is only one of the elements that need to be targeted by TRCB if 
the argument of shifting from a trade policy agenda to an aid policy 
agenda is to be followed to the end. 

 
9.41 There are two lessons from these figures. They reflect a political 
reality in which ideal world arguments of economic efficiency face 
difficulties. Firstly, TRCB needs to be increased substantially if, for 
instance, the preference erosion problem is to be targeted by means of 
aid. And secondly, TRCB is not a meaningful replacement for market 
access concessions. Trade negotiations move far greater resources 
through trade policy than through aid. Emphasizing the economic 
efficiency argument is undoubtedly beneficial at the global level, but 
developing countries that are hurt by liberalization through preference 
erosion, loss of fiscal revenues, implementation costs, or other factors, 
rightly think differently. Global economic efficiency arguments claim 
that they should give up the one bird they hold in their hand in exchange 

                                                 
65 It is important to note that what is disputed in this section is not the theoretical validity 
of the argument but its relevance in the given context. 
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for the two birds in the bush that real world constraints might prevent 
them from catching.  
 
TRCB in the Doha Development Round 
 
9.42 Discussions around increased TRCB have been an element in all 
agreement-specific negotiations, as well as in the CTD. Moreover, 
research and policy studies have paid much attention to this issue ever 
since the conclusion of the Uruguay Round. A number of initiatives have 
been discussed, including66: 
 

 A proposal from the UK government to create an ‘International 
Finance Facility’ (IFF) to raise funds in order to help meet the 
Millennium Development Goals (MDGs); 

 A proposal from the Commonwealth Secretariat to create a 
Special Fund for Diversification (SFfD) to mitigate the impacts 
of preference erosion (Commonwealth Secretariat 2004). A 
similar proposal may be found in Page (2004) and Page and 
Kleen (2005); 

 A proposal to create a revolving fund to address the problems of 
net food importers in a context of rising food prices following 
OECD agricultural liberalization (WTO 2001a, 2001b; Jensen 
2004b); 

 A proposal by the Consultative Board to the WTO Director-
General to create a semi-independent agency to manage all 
official WTO-related technical assistance and longer-term 
capacity-building assistance (Sutherland et al. 2004); 

 A proposal from UNCTAD to create a trade ‘Marshall Plan’ for 
the LDCs including increased TRCB (Puri 2005); 

 A proposal developed within the ‘Global Trade and Financial 
Architecture’ project67 to increase TRCB by building on the 
Integrated Framework. 

 
Furthermore, two initiatives taken in connection with the Doha 
Development Agenda have already been implemented: 
 

 The Trade Integration Mechanism (TIM), newly introduced by 
the IMF in April 2004 to target trade-related balance of payments 
problems (IMF 2004); 

 The Doha Development Agenda Global Trust fund established in 
December 2001. The fund relies on voluntary contributions to 
finance technical assistance activities. 

 
It should be mentioned that, in addition to the list of ‘high-profile’ 
initiatives mentioned above (involving institutional innovation), there 
have been broad non-binding expressions of a desire to increase TRCB 
by many bi- and multilateral donors. 
 

  
                                                 

66 For further examples and discussions on the examples presented here, see the 
discussions in Prowse (2005), Page and Kleen (2005) and Hoekman et al. (2003). 
67 The Global Trade and Financial Architecture project is a multi-agency research 
programme led by the World Bank and chaired by former Mexican president Ernesto 
Zedillo. 
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Box 9.1. The Integrated Framework 
 
The Integrated Framework for Trade-Related Technical Assistance (IF) was inaugurated in 
October 1997 to help LDCs reap the benefits of the Uruguay Round. It brings together six 
multilateral agencies (the IMF, ITC, UNCTAD, UNDP, WTO and the World Bank), and 
bilateral and multilateral donors to assist least-developed countries (LDCs). It has two 
objectives: (i) to integrate trade into national development plans such as the Poverty 
Reduction Strategies (PRS) of the LDCs; and (ii) to assist in the coordinated delivery of trade-
related capacity building (TRCB) in response to needs identified by the LDCs. It is the aim of 
the IF to build on the principles of country ownership and partnership, and it is financed from 
a Trust Fund comprising two main “Windows” (e.g. lending options). The first step in the IF 
process is a Diagnostic Trade Integration Study (DTIS), financed under Window I. The DTIS 
studies the trading problems of a given LDC and establishes an action matrix that serves as 
the basis for delivery of TRCB, and identifies other main needs for investments to address 
trade integration. A special facility (Window II) was created in May 2003 to finance high 
priority projects from the action matrices. Window II funding is capped at $1 million per 
country. 
 
 

 
 
Increasing TRCB by building on the Integrated Framework 
 
9.43 The political debate about TRCB exhibits considerable 
momentum currently. There seem to be three options: (a) to simply 
increase TRCB through traditional aid channels; (b) to create new 
specialized institutions to target specific problems like preference erosion 
(in the case of the proposed ‘Special Fund for Diversification’) or rising 
food prices for net food importers (in the case of the ‘Revolving Fund’); 
or (c) to increase TRCB by building on the Integrated Framework. 

 
9.44 The proposal (c) above is currently the subject of intense 
discussion and thus appears likely to emerge in one form or another as 
part of the outcome of the Doha Development Round. It is therefore 
discussed in detail below. The proposal has been formulated within the 
‘Global Trade and Financial Architecture’ (Prowse 2002, 2005; Hoekman 
and Prowse 2005). For those unfamiliar with the IF, a short description is 
provided in box 9.1 above. 

 
9.45 The proposal includes four elements68: (i) to build on a 
strengthened IF; (ii) to make the IF accessible to non-LDCs; (iii) to 
increase available resources to meet the trade needs identified in the IF 
process; and, (iv) to allow beneficiary countries to use resources for 
specific projects or for direct budgetary support to address adjustment 
costs. 
 
We will discuss the proposal on the basis of following central issues: 
 

 The capacity of the IF; 
 The demand for an IF-type mechanism; 

                                                 
68 This representation of the proposal refers to Prowse (2005). The proposal is not very 
detailed. Informal talks are ongoing at the time of writing (June 2005) and so the proposal 
could change rather quickly to be more substantive and probably also have a different 
orientation, although the general feature, to build on an improved IF, would be the same. 
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 The political value of building on the IF. 
 
The capacity of the Integrated Framework 
 
9.46 The IF has been in existence for nearly eight years. It has been 
through some stormy waters. An evaluation in 2000 found that the IF was 
of limited importance due to the lack of clear priorities, a poorly defined 
governance structure, and low levels of funding (WTO 2000). As a result 
the six agencies responsible for the programme, the IMF, ITC, 
UNCTAD, UNDP, WTO and the World Bank, decided to re-organize the 
IF. Subsequent evaluation reports (CAPRA-TFOC Consortium 2003; 
World Bank 2004) have demonstrated that substantial improvements 
have occurred, although some of the old deficiencies continue to be 
present. 
 
9.47 One of the key difficulties has been different expectations 
concerning the nature of the IF programme. Developed countries (donors) 
see the IF as a tool to integrate trade concerns into national development 
plans of the beneficiary countries, while at the same time coordinating 
donor responses to identified TRCB needs. This is indeed the way the IF 
actually functions. The LDCs (beneficiaries), however, have met the IF 
with expectations of a new funding mechanism, expectations which have 
proven wrong. The IF develops so-called ‘action matrices’ including 
prioritized lists of TRCB needs. The donors subsequently meet during a 
round-table process, where they are supposed to respond to the needs of 
the action matrix. So far, there has been little action beyond the action 
matrix, and funds have rarely come forward in sufficient quantities to 
meet the TRCB needs (World Bank 2004). In that sense, the IF has 
become something of a “paper-mill”, producing reviews of the trade 
capacity of the participating LDCs, but little more69. The proposal to 
increase TRCB by building on the IF can be seen as an attempt to correct 
this deficiency. 
 
9.48 While the performance of the IF has improved over the last five 
years, it is still a young and quite complex institution. The degree to 
which the LDCs feel ownership of the programme may be limited, and 
this has led some to suspect that the true goal of the IF is to provide 
donor coordination rather than to integrate trade into national 
development plans (World Bank 2004). The complex set-up of the IF and 
the problems of making it work render it questionable as to whether the 
IF can rapidly absorb large increases in funding. One of the identified 
problems is the fact that the IF process tends not to lead to direct funding 
aimed at trade development issues, such as the removal of supply-side 
constraints. Any funds that are forthcoming tend to be used for 
negotiating and implementing trade agreements. This is a serious 
criticism, especially if a new expanded IF is going to be used in the Doha 
negotiations as a sweetener for countries that feel they have little to gain 
from multilateral trade liberalization. It goes without saying that these 
countries will not be convinced of the virtues of liberalization by an offer 

                                                 
69 Cambodia is a noteworthy exeption (Prowse 2002). Cambodia is however a special 
case, where there was a specific target (Cambodia’s accession to the WTO) and well-
defined needs to meet in order to accomplish this target. Even in Cambodia, aid has not 
extended much beyond the trade policy arena. Funding forthcoming for trade 
development purposes, such as the removal of supply-side constraints, has been limited 
(World Bank 2004). 
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of assistance to negotiate and implement WTO rules for which they see 
little use. Rather, TRCB could be seen as an alternative vehicle for 
providing benefits to such countries by addressing the development needs 
that cannot be reached by the normal negotiation process, but 
nevertheless belong to the trade agenda. This would require addressing 
supply-side constraints. 
 
9.49 One inherent problem with providing increased TRCB by 
building on the IF process is the clash that may result between the aid and 
the development agendas. In the IF, the TRCB needs identified are 
supposed to be addressed as part of the process of designing national 
development plans, the so-called Poverty Reduction Strategy Papers 
(PRSPs). This approach is part of the explanation of why funding of 
TRCB has been slow to appear after the creation of the action matrix. In 
the PRS (Poverty Reduction Strategy) process, funds for TRCB compete 
with other development issues, including priorities like health and 
education. If LDCs or donors (or both) therefore perceive TRCB as being 
of less importance than other development priorities, they will not get 
funding (World Bank 2004). There is an incompatibility between 
insisting on using the IF and subsequently the PRS process for ‘Aid for 
Trade’ purposes, while simultaneously arguing for the importance of 
LDC ownership and the need for making priorities through the PRS 
process. This inconsistency will naturally manifest itself most acutely in 
countries where trade is, rightly or wrongly, perceived as being of lesser 
importance. In such countries, it simply does not make sense to argue 
both for increased TRCB through the IF and for the use of the PRS 
process. 
 
9.50 The IF is a programme for LDCs only, but many low income 
non-LDCs have capacity needs that could be addressed by increased 
TRCB as well. If TRCB is defined to include adjustment assistance, some 
middle-income countries could even be considered. The difficulties 
encountered in making the IF a more effective organization, however, put 
a break on the speed with which it can expand. Furthermore, including 
more countries would tend to increase tensions between LDCs and 
others. This problem could be lessened by creating a second window for 
the non-LDCs, should they be included. 

 
9.51 The IF is a somewhat heavy institutional body. It will be able to 
react to adjustment problems only with a considerable time-lag if the 
normal IF procedures are to be followed. If the IF is going to channel 
funds for adjustment purposes, a quicker way of accessing the funds must 
be designed. Such concerns have led to general calls for faster 
mechanisms than those that currently exist, to address adjustment 
problems stemming from multilateral liberalization (Commonwealth 
Secretariat 2004). 
 
The demand for an IF-type mechanism 
 
9.52 Calls for more TRCB are easily made, yet the discussion above 
reveals that there is no “ideal blueprint” solution to the many practical 
questions of how such funds are to be put to good use. The IF route may 
have its problems, but so do the alternatives, such as increasing 
traditional bilateral aid or creating completely new mechanisms. 
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9.53 There has been much criticism of the ‘best endeavour’ clauses 
that can be found in just about every WTO agreement. However, the fact 
that the total amount of TRCB provided is already significant and rising 
is evidence of a simultaneous rise in demand for an IF-type mechanism. 
It would be advantageous if the IF process could be used more 
consistently when donors enter the TRCB arena. The current momentum 
in the TRCB debate may result in a “donor rush” to provide TRCB, and 
the IF is just the type of mechanism that could prevent donors from 
falling over each other in the process. 

 
9.54 Demand of a different type for an IF mechanism comes from the 
beneficiary countries themselves. There is a real need to create an 
inclusive trade policy process, and in general to increase awareness of the 
link between trade and development. That being said, there also exists a 
risk of over-selling the trade argument. This is particularly evident in the 
discussions on the value of increasing the negotiating capacity of LDCs. 
While this is an important element, it would be naïve to believe that 
LDCs generally do poorly in multilateral trade negotiations because they 
are poor negotiators. When Mali has a hard time convincing the US that 
cotton subsidies ought to be removed, this is not a question of a lack of 
negotiating capacity but a lack of negotiating power. 
 
The political value of building on the IF 
 
9.55 Increased funding is not well suited to enter the normal 
reciprocity game that governs negotiations. The principle of reciprocity 
assures that each concession given is finely matched with a concession 
taken. This sort of fine tuning concession is very difficult with TRCB, 
which is discussed in a parallel but separate process. Whether or not the 
exact configuration of the final deal will involve large or small 
concessions from developing countries, the funding is still likely to 
remain about the same. 
 
9.56 Building on the IF makes linking TRCB with progress in the 
negotiations even more difficult. It is uncertain how pledges of funding 
will take place, but it is likely that such pledging will (a) only become 
effective in a distant future; and (b) will involve uncertainty in terms of 
of the benefits to individual countries. 

 
9.57 Funds are normally pledged as part of the round-table discussions 
following diagnostic trade integration studies, which produce prioritized 
lists of assistance needs. Especially for countries new to the IF, this 
exercise is some years down the road, and will most likely take place 
after the conclusion of the Doha Development Round. 

 
9.58 Furthermore, the share of the increased assistance allocated to 
individual countries will naturally depend on the results of the diagnostic 
trade integration studies as well as the essentially political negotiation 
process in the round tables. So, in short, while individual developing 
countries will welcome a general increase in TRCB funding, the 
uncertainties about how that will actually benefit a particular country 
might serve to dampen their enthusiasm. 

 
9.59 What this all boils down to is recognition of the usefulness of 
increased TRCB funding as a tool to solve real problems of trade 
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integration, and at the same time a big question-mark about its usefulness 
as a political tool in the WTO negotiations. The main political use of 
TRCB will be to create a general atmosphere that developed countries 
take the concept of a ‘development round’ seriously. 

 
9.60 Two more features will be central in establishing the political 
(and also practical) value of increased TRCB: a) whether new funds are 
additional, and b) whether new promises of increased TRCB are binding. 

 
9.61 Country donors and multilateral donors operate with fixed budget 
ceilings for overall aid. It is therefore tempting to finance new pledges 
with cuts in existing activities. This is a general and well-known risk. 
This could happen simply by transferring planned bilateral TRCB to a 
new multilateral mechanism, a particularly noteworthy risk given the 
small proportion that is channelled through WTO or WTO-related 
channels today. It is therefore paramount that a discussion on increased 
TRCB is led within a more general discussion on how to increase aid. 
New funds must be additional to avoid developing countries losing on 
other activities what they gain on TRCB. Fortunately, the time appears to 
be ripe now for this discussion, as a general debate on how to increase aid 
is currently being led at several levels, including in the G8 with a prime 
focus on achieving the MDGs. 

 
9.62 The Uruguay Round and the Doha Development Round are very 
similar in the sense that calls for increased TRCB were, or are, a part of 
just about every negotiation, be it agreement-specific or cross-cutting. 
Developing countries have learnt lessons from previous mistakes, one of 
them being to attach value to the ‘best endeavour’ clauses on TRCB 
which were present in all agreements concluded in the Uruguay Round. 
Developing countries, NGOs and analysts alike now frequently call for 
TRCB promises to be binding. 

 
9.63 Binding targets are not easily implemented in the WTO. Firstly, 
it is politically controversial and, secondly, the WTO has been set up to 
regulate trade rules and to provide a framework for solving disputes 
around them. To fix aid targets and subsequently to solve disputes over 
such targets would require a different institution. Nevertheless, three 
ways have been discussed that could lead to some level of binding: 

 
 Make implementation commitments conditional on TRCB; 
 Write aid commitments into country schedules; 
 The International Finance Facility (IFF) proposed by the UK 

government. 
 

9.64 The first option has been discussed in the section on 
implementation costs above. The second option was suggested in a 
specific case by the African Group in the CTD. The African Group 
proposed that the so-called Marrakech Decision should be adjusted. The 
Marrakech Decision was adopted after the Uruguay Round to address 
potential negative effects of rising food prices following agricultural 
liberalization (WTO 2002)70. The African Group wants developed 

                                                 
70 The full title of the Marrakesh Decision is ”Decision on Measures Concerning the 
Possible Negative Effects of the Reform Programme on Least-Developed and Net Food-
Importing Developing Countries”. 
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countries to contribute to a fund to target the problem of rising food 
prices and to deliver food aid. These commitments should be added to 
their schedule of commitments. 
 
9.65 This general concept may be applied to other types of aid under 
other elements of the WTO framework. The implications are, on the 
surface, that commitments become legally binding and therefore subject 
to the DSM. However, in reality, the effects are more blurred. The DSM 
normally investigates disputes between two parties to a trade conflict and 
in the case of a breach of WTO disciplines authorizes the winning party 
to lead a limited ‘trade war’ to force the losing party to comply. In the 
case of a country not implementing a binding commitment to supply 
TRCB, it is very unclear as to which country (or set of countries) would 
be entitled to retaliate, not to mention the problem of how they should 
retaliate. The DSM is set up to solve a dispute between two parties, but in 
essence, in this situation, there is only one. A possibility could be to 
introduce a monetary punishment, but this would require further reform 
to the DSM itself. 

 
9.66 A third option is the International Finance Facility proposed by 
the UK government. In short, such a facility should be a financial body 
that will raise funds on the capital market against pledges of donors to 
fund aid in the future. The Development Committee of the World Bank 
and the IMF conclude in an evaluation of the proposal that it is realistic 
(World Bank and IMF (2004a, 2004b). It will include an element of 
binding in the sense that pledges will be very difficult to run away from 
after the facility has been set up, because its financial viability will 
depend on it. Of course, the element of binding in question here is at the 
aggregate level (how much TRCB will be given in total) and not at the 
country level (how much TRCB will the individual developing country 
get). The IFF is proposed to generate additional resources quickly, not 
only to TRCB but to development aid in general. It has been discussed at 
G7 and G8 meetings and has not been favourably received by all. 

 
Recommendations 

 
9.67 It has been the task of the authors of this report to identify fruitful 
areas for new negotiating initiatives on Special and Differential 
Treatment in the Doha Development Round. The following areas have 
been identified: 

 
Preference erosion 

 
 To target the problem of preference erosion by improving the 

functioning of existing preferences and deepen preferences to 
include new areas. This would entail work to (a) make 
preferences binding, (b) to reform graduation rules, (c) to restrict 
the use of anti-dumping measures, (d) to abstain from the use of 
side conditions in preferential trading arrangements, (e) to 
improve Rules of Origin, and (f) to work for preferential trading 
arrangements being provided by middle-income countries. 
Naturally, no single initiative could take on board all issues at 
once. Regarding (f), it is of course outside the power of 
developed countries to take decisions directly, nevertheless, a 
trade deal could be designed in such a way that part of the 
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concessions given by middle-income countries would be 
preferential trading arrangements to small and poor countries. As 
such countries are unlikely to have much to trade in return, return 
concessions could be provided by developed countries. 

 
 To target the problem of preference erosion by also working 

towards shifting away from a preference agenda towards an 
aid agenda as a more effective stimulus to improve developing 
countries' competitiveness. It should be emphasized that these 
two options for targeting the problem of preference erosion are 
not mutually exclusive, but complementary. 

 
Implementation costs 

 
 To target the problem of implementation costs by linking the 

implementation commitments of developing countries with 
commitments to provide aid by developed countries. This is 
equivalent to putting the original ideas presented in the July 
Package back on the Trade Facilitation negotiating table. 

 
 To target the problem of implementation costs also by 

introducing a 'development test' to identify when 
implementing common rules may be counter-productive to 
development. This is a rather ambitious undertaking and may be 
outside what can be said to be politically feasible. Nevertheless, 
there have been discussions in several forums of the WTO, 
including the Committee on Trade and Development, on 
questions for which serious analysis will quickly lead to 
suggestions along these lines. Any initiatives should be clearly 
focused on a well-specified set of rules, for which a development 
test could be imposed, and on a set of countries that could be 
given access to this option. 

 
Trade-Related Capacity Building 

 
 To exploit the strong momentum currently building in favour of 

an increase in Trade-Related Capacity Building (TRCB), it is 
recommended to support a strengthened and enlarged 
Integrated Framework. However, the realities should be taken 
duly into account. The Integrated Framework is a recent and 
complex institution with only limited absorption capacity. It is 
unrealistic to believe that it may become the vehicle behind a 
large-scale expansion in 'Aid for Trade'. It would be preferable if 
it could be become the pivotal point of such an increase. 

 
 To consider other ways of expanding 'Aid for Trade'. This 

could be done by creating a funding mechanism to address the 
capacity issues identified in the Integrated Framework process. It 
could also consist of finding ways of exploiting more fully the 
coordinating and strategic role of the Integrated Framework when 
providing aid through normal bilateral and multilateral channels. 
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10  Future research needs 
 

10.1 The present study has been undertaken on the basis of the 
existing stock of knowledge. Naturally this stock is imperfect. Issues 
relating to traditional SDT, such as non-reciprocity and preferential 
trading arrangements, are relatively well covered. But a case can be made 
for the need to undertake new research on the new types of SDT that have 
been gradually introduced during and since the Uruguay Round. 
 
10.2 Such new research needs include: 

 
 Cost-benefit studies of new trade rules; 
 The optimal degree of harmonization of international regulation; 
 The costs and advantages of de facto SDT; 
 The value of reciprocity when negotiating resource-intensive 

trade rules (e.g. beyond-the-border rules); 
 Trade-Related Capacity Building (TRCB); 

 
10.3 The study of a number of recent research papers reveals a near-
complete lack of information about the potential costs and benefits of 
signing up to new trade rules for developing countries. In the Trade 
Facilitation negotiations, this has spilled over into severe mistrust of the 
whole idea of negotiating this new area. Uruguay Round Agreements, 
such as those on SPS, TBT and Customs Valuation, are also poorly 
understood. What is lacking is a developmental perspective on these trade 
agreements, that is, a view of them as domestic regulation as well as trade 
rules (Finger 2002, Finger and Schuler 2000, Hoekman et al. 2003). 
Initial attempts to evaluate trade rules from this perspective have 
demonstrated that it may be counter-productive to development to set 
domestic regulation exclusively in a trade perspective (Brown, 
Longworth, and Waldron 2002). More case-study based research will 
help inform the trade negotiators of the costs and the benefits of their 
decisions. 
 
10.4 The question of the optimal degree of international 
harmonization is linked to cost-benefit studies of implementation. 
Theoretical as well as empirical work is needed to determine the 
consequences of opting for a ‘one size fits all’ approach. This is clearly 
evident in the case of Trade Facilitation. While the literature is largely 
positive on the high potential of reform (it is difficult not to be positive as 
the red tape and similar activities targeted by Trade Facilitation are costs 
to all and benefits to no-one), the exact configuration will determine 
whether implementation costs are well paid. It is logical, for instance, to 
assume that there is a limit as to how far the common standard level of 
computerization in developed countries may be pushed in the poorest 
countries. It is important that trade negotiators get to know the limits. 

 
10.5 De facto SDT, or the practice of many poor countries of 
responding to high implementation by non-implementation, is 
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widespread in some WTO disciplines. This could be a low-key way to 
avoid the troublesome haggling about SDT measures (why, what, how 
much, to whom, etc.) and yet allow the poorest countries to concentrate 
on the aspects of trade most relevant to them. Nevertheless, such a policy 
of ignorance has its costs and they are largely unknown. The same 
applies to the real extent to which de facto SDT actually takes place. 

 
10.6 A tricky question raised by Michael Finger (Finger 2002) is 
whether the beyond-the-border policies are addressed correctly when 
subjected to the reciprocity game that rules WTO negotiations. Indeed, 
this need not be the case, because the domestic dynamics as well as the 
situation at the negotiating table are both different for such rules. Normal 
trade barriers such as tariffs are targeted by the domestic industries that 
put forward their views to the negotiators, who subsequently fight the 
best they can for the country in the old mercantilist tradition. That is 
reasonable with tariffs because any reduction, at least to the trade 
economist, will be beneficial to both consumers and producers. Trade 
negotiation is nothing but a politically convenient way of addressing the 
political incorrectness of stating that it is OK to hurt the few protected 
people in order to benefit the many. The dynamics are different with 
beyond-the-border policies. Domestic interests will keep on targeting the 
trade aspects, but who will look out for the domestic aspects? Not the 
trade negotiators, who will need both development expertise and money 
to do so. Unfortunately they have neither71. What they have is the 
potential for setting trade rules. This is a negotiation mismatch, the 
consequences of which are largely unknown. Political economy research 
into this important aspect will provide useful clues as to the proper design 
of the WTO of tomorrow. 
 
10.7 The expansion of TRCB activities is a welcome development that 
may lead to a merger of trade and development interests. Currently, there 
are big differences between how TRCB is viewed and discussed by trade 
negotiators on the one side, and by development practitioners on the 
other. Trade and development agendas are natural partners but the 
marriage is bound to be troubled. Research on the consequences of 
undertaking various types of TRCB is greatly needed. The alternative 
costs of shifting aid resources away from development priorities such as 
education and health, and towards trade, need to be known before 
pushing too hard on a trade agenda that may interest some developing 
countries more than others. 
 

                                                 
71 This point is owed to Michael Finger. 
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11  Conclusion 
 

11.1 Multilateral trade liberalization is a new undertaking for 
developing countries, and both developing and developed countries alike 
are in the middle of a learning phase that is all about adapting to each 
others’ presence at the same negotiating table. Open trade policies are an 
indispensable part of development. They provide export opportunities, 
exert pressure for much-needed domestic reform and provide a way of 
binding domestic policy innovations. There is no better place to 
determine the exact configuration of open trade policies than in the WTO. 
Developing countries have realized this, as witnessed in the large number 
of newly-acceded developing country WTO Members, and in the 
unprecedented depth and vigour with which they participate in the Doha 
Development Round. 
 
11.2 Special and Differential Treatment (SDT) is a highly 
controversial issue and an indispensable part of WTO disciplines, all at 
the same time. It is as open to misuse by those consistently calling for 
SDT whenever the process of liberalization turns against them, as it is 
needed for commonly agreed priority areas. A WTO without SDT could 
still be a WTO with development, but arguably with less of it. 

 
11.3  SDT has experienced a revival in the Doha Development Round, 
as well as a fundamental transformation. It used to be about non-
reciprocity and preferential trading arrangements. It still is, but less so, 
and it will diminish even further in future rounds beyond this current one. 
The formation of a WTO with much stronger focus on beyond-the-border 
policy has marked a watershed in multilateral trade negotiations. The 
Uruguay Round itself left little room for the acknowledgement of this 
change. SDT became restricted to extended implementation periods for 
developing countries and near-empty promises of increased Trade-
Related Capacity Building (TRCB). This is ironic, because rules for the 
first time showed a marked degree of harmonization and acceptance of 
the 'one size fits all' approach at a time when new beyond-the-border 
disciplines brought the importance of income differences into the 
spotlight. This has been illustrated by a new type of SDT never 
specifically discussed at the negotiating table but still a logical 
consequence of what was talked about there. Small and poor countries 
have extensively used de facto SDT to minimize the implementation 
costs and additional economic costs of inappropriate rules. Many beyond-
the-border disciplines have simply not been implemented, and this 
without any trading partner bothering enough to initiate the dispute 
settlement mechanism.. 
 
11.4 SDT in the future will be more about implementation costs and 
establishing the borderline between necessary and excessive 
harmonization of beyond-the-border policies supplemented by TRCB 
schemes of a greater scale than we see today. The art of future SDT will 
be to use these instruments to target both the new worries that call for 
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SDT as well as a few of the old ones still valid. In the longer run, 
replacing tariff preferences with TRCB will be a formidable challenge. 
Another great challenge will be to convince larger and middle-income 
developing countries to give up non-reciprocity and become full 
Members in deeds as well as in words. 

 
11.5 Before the future becomes reality, however, the Doha 
Development Round has to be concluded. There is evidence today of 
severe deadlock in several areas, including SDT. The TRIPS agreement 
appears to be less of a worry. Some of the most politically sensitive 
issues have been addressed. Trade Facilitation seems to be a potential 
stumbling block due to the SDT issue of implementation costs, and the 
NAMA negotiations appear to be a lot more difficult than initially 
foreseen. Perhaps agriculture is the “Gordian knot” that many say it is; 
the one area to show progress and to get the other areas moving. 
Whatever is the cause of movement in the end, SDT will be part of it. 

 
11.6 Three broad areas are suggested for future initiatives: (a) 
preference erosion, (b) implementation costs, and (c) TRCB. All three 
areas are in great demand from developing countries, and especially from 
the poorer among them. The partial exception to this is preference 
erosion, a concern shared with many middle-income countries that for 
historical reasons have ended up enjoying preferential market access. It is 
important to use SDT to focus on the small and poor countries. These 
countries have either serious supply-side constraints, therefore great 
difficulties in exploiting market openings, or little bargaining power in 
the WTO and thus stand a limited chance of achieving market openings 
tailor-made to their particular export structures. 

 
11.7 Preference erosion is a special problem, mainly due to the fact 
that SDT solutions end up being the suggested solution to a problem 
created by SDT in the first place. It is recommended to seek to improve 
preferences where possible, especially if this can be done by targeting 
countries that cannot be offered concessions in other ways. These 
countries are the small and poor ones. Deviating from the principle of 
non-discrimination for this set of countries will not harm the WTO, but 
help it. 

 
11.8 Implementation costs have a clear bias against the poorest 
countries. De facto SDT seems to have provided some relief, yet is hardly 
likely to constitute an economically efficient solution. Here, one size 
clearly does not fit the small and poor countries. Politically the July 
Package provided a way out of the implementation cost impasse with 
regard to Trade Facilitation, and the negotiations should focus on this 
already agreed way by matching developing countries' implementation 
commitments with TRCB commitments from developed countries. The 
problem is a delicate one because non-implementation is not the preferred 
solution, so real efforts have to be made to make developed countries 
come up with the funds needed. It might be tempting to view a deal along 
the lines of the July Package text as an invitation not to provide TRCB to 
developing countries of limited importance. This temptation should be 
resisted. 

 
11.9 A more ambitious way of addressing implementation costs is also 
discussed. The introduction of a 'development test' will necessitate 
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institutional changes and the development of competences to use 
economic cost-benefit analysis on beyond-the-border trade rules. While 
this may be more than what can be expected from the current round, such 
thinking will evolve in the future. Again, de facto SDT is evidence to the 
fact that right here the policy makers in the poorest countries of the 
world, albeit probably more by default than by design, are actually ahead 
of current thinking among top diplomats in Geneva. 

 
11.10 Of all the SDT issues discussed, TRCB is the one behind which 
political momentum is building up most strongly. One reason for this is 
that TRCB is quite a different form of SDT. It is not part of the usual 
reciprocity game played in Geneva to wrestle concessions out of WTO 
Members. Moreover, it involves the participation of development 
practitioners to a much greater extent than in traditional trade 
negotiations. 

 
11.11 It is widely discussed to increase TRCB by building on the 
Integrated Framework (IF). There are good political opportunities for this 
initiative to become a reality. There is undoubtedly strong demand for 
some of the outputs of the IF, such as donor coordination and trade policy 
process design in developing countries. Yet the IF has severe absorption 
capacity problems.  For this reason, an initiative building solely on 
improving the framework is likely to make much noise, but will also be 
insufficient to meet the many demands for increased TRCB in both the 
agreement-specific negotiations and in the Committee for Trade and 
Development. 

 
11.12 Will the Doha Development Round live up to its name? It is hard 
to tell and still too soon to say. Perhaps a word of caution is warranted 
here at the end of this lengthy academic report almost entirely devoted to 
SDT. SDT is a key component in a development round, but it is not the 
only one. There is no substitute for genuine market openings when it 
comes to transferring resources to developing countries, therefore SDT 
should not be seen as an alternative but as a complement to the main 
WTO agenda. 
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Appendix A – Examples of the use of ‘issue-specific flexibility’ 
 
 
Table A-1. The binding coverage1 of WTO Members 
Country % Country % Country % 
Tanzania                             0.1 Mauritania                          30.1 Niger                               96.3 
Cameroon                           0.1 Benin 30.1 Australia                          96.5 
Chad                                    0.3 Mali                         31.6 Maldives                          96.7 
Mozambique  0.5 Pakistan                              37.0 Guinea-Bissau 97.4 
Gambia  0.5 Hong Kong, China             37.5 Saint Kitts and Nevis 97.6 
Togo                                    0.9 Turkey                                39.3 Barbados                          97.6 
Ghana                                  1.2 Fiji                               45.0 Antigua and Barbuda       97.6 
Kenya                                  1.6 Tunisia                             51.1 Belize                            97.7 
Uganda                                3.0 Central African Rep. 56.8 Egypt                               98.7 
Bangladesh                        3.0 Philippines                          61.8 Nepal 99.3 
Congo                                3.2 Singapore                           64.5 Saint Lucia                       99.5 
Zambia                                4.1 India                                   69.8 Japan                                99.5 
Myanmar                            4.7 Thailand                            70.9 Switzerland                      99.7 
Mauritius                            5.3 Bahrain                               71.0 Saint Vincent and 

the Grenadines 
99.7 

Nigeria                               6.9 Israel                            73.0 Canada                         99.7 
Zimbabwe                           9.0 Malaysia                             81.2 Ecuador                            99.8 
Burundi                             9.9 Haiti                                   87.6 New Zealand                    99.9 
Suriname                             15.1 Korea, Republic of 93.7 Kyrgyz Republic  99.9 
Macao, China                      15.6 Dominica                            94.0 Kuwait                             99.95 
Madagascar                         18.9 Iceland                             94.2 Jordan                              99.95 
Cuba                                    20.4 Brunei Darussalam             95.0 United States                    99.98 
Malawi                            20.7 Swaziland                           96.0 Romania                           99.98 
Cote d'Ivoire  22.9 South Africa                       96.0 Panama                            99.98 

Sri Lanka                            28.3  Namibia                              96.0 Morocco                           99.98 
Guinea                                29.6 Botswana                            96.0 FYR of Macedonia    99.98 

Burkina Faso                       29.9 Indonesia                            96.1   
Note: 1 Binding coverage is established as the percentage of subheadings (HS 6-digits) that are fully 
bound. Only countries of less than 100 percent binding coverage are indicated. The basic data are 
drawn from CTS, IDB and ITC/UNCTAD. As base years and methodologies vary slightly between the 
various sources, the original table should be consulted for details. HS subheadings which are partially 
bound are counted as unbound even if only one tariff line within the subheading is bound. Thus, there 
is a certain overestimation of the binding coverage for those countries with partially bound 
subheadings. Again, see source for details. 
Source: WTO Secretariat note (TN/MA/S/14): Statistical Indicators Related to Unbound Tariff Lines, 
table 3. 
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Table A-2. Tariff revenue in percent of total revenue 
Country Percentage Status 
    WTO SSA ACP LDC 
Guinea 76.6 X X X X 
Solomon Islands 57.1 X   X X 
Benin 56.0 X X X X 
Bahamas, The 55.9     X   
Comoros 54.0   X X X 
Somalia 52.5   X X X 
Madagascar 51.9 X X X X 
Swaziland 51.9 X X X   
Samoa 50.2     X X 
Uganda 49.8 X X X X 
Belize 49.0 X   X   
Sierra Leone 48.6   X X X 
Tonga 48.4     X   
Lesotho 47.7 X X X X 
Dominican Republic 42.8 X   X   
Gambia, The 42.8 X X X X 
Seychelles 42.6   X X   
Honduras 42.4 X       
Cayman Islands 42.2         
Cote d'Ivoire 41.8 X X X   
St. Vincent and the Grenadines 40.3 X   X   
Central African Republic 39.8 X X X X 
Netherlands Antilles 39.2 X       
Guinea-Bissau 37.1 X X X X 
Namibia 37.1 X X X   
St. Kitts & Nevis 37.0 X   X   
Senegal 36.5 X X X X 
Niger 36.4 X X X X 
Vanuatu 36.2     X X 
Togo 35.4 X X X X 
Liberia 34.6   X X X 
Congo, Dem. Rep. 31.9 X X X X 
Rwanda 31.1 X X X X 
Mauritania 30.1 X X X X 
Sudan 29.0   X X X 
Cameroon 28.3 X X X   
Maldives 28.3 X     X 
Lebanon 28.1         
Papua New Guinea 27.3 X   X   
Nepal 27.2 X     X 
Ghana 26.8 X X X   
St. Lucia 26.5 X   X   
Ethiopia 26.0   X X X 
Mauritius 25.0 X X X   
Suriname 22.9 X   X   
Bangladesh 22.6 X     X 
Fiji 21.5 X   X   
Haiti 21.4 X   X X 
Zimbabwe 20.5 X X X   
Burundi 20.2 X X X X 
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Table A-2 (continued) 
Country Percentage Status 
    WTO SSA ACP LDC 
Dominica 19.6 X   X   
India 18.5 X       
Grenada 18.2 X   X   
Vietnam 18.1         
Gabon 17.4 X X X   
Philippines 17.2 X       
Jordan 16.8 X       
Malawi 16.3 X X X X 
Morocco 15.9 X       
Tajikistan 15.9         
Zambia 15.8 X X X X 
Albania 15.5         
Chad 15.3 X X X X 
Guatemala 15.0 X       
Burkina Faso 14.3 X X X X 
Kenya 13.8 X X X   
Russian Federation 13.7         
Malaysia 12.7 X       
Egypt, Arab Rep. 12.6 X       
Botswana 12.4 X X X   
Pakistan 12.2 X       
Mali 12.0 X X X X 
Tunisia 11.5 X       
Ecuador 11.3 X       
Sri Lanka 11.3 X       
Barbados 11.2 X   X   
Algeria 10.9         
Panama 10.7 X       
Thailand 10.4 X       
Paraguay 10.3 X       
Yemen, Rep. 10.3       X 
Syrian Arab Republic 9.9         
China 9.5 X       
Peru 9.1 X       
Guyana 9.0 X   X   
Tanzania 8.6 X X X X 
Azerbaijan 8.5         
Congo, Rep. 7.8 X X X   
Mongolia 7.6 X       
Iran, Islamic Rep. 7.4         
Colombia 7.3 X       
Jamaica 7.2 X   X   
Nicaragua 7.1 X       
Kazakhstan 7.0         
Venezuela, RB 7.0 X       
Nigeria 6.6 X X X   
Croatia 6.5 X     
Korea, Rep. 6.4 X    
El Salvador 6.2 X       
Belarus 6.1         
Djibouti 6.0 X X X X 
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Table A-2 (continued) 
Country Percentage Status 
    WTO SSA ACP LDC 
Bahrain 5.9 X       
Moldova 5.8 X       
Trinidad and Tobago 5.7 X   X   
Georgia 5.6 X       
Chile 5.3 X       
Bolivia 5.1 X       
Costa Rica 4.6 X       
Ukraine 4.5         
Argentina 4.3 X       
Malta 4.2 X       
Mexico 4.1 X       
Myanmar 4.1 X     X 
Cyprus 3.8 X       
Indonesia 3.1 X       
Romania 3.1 X       
Kyrgyz Republic 3.0 X       
Brazil 2.9 X       
Hungary 2.9 X       
South Africa 2.9 X X X   
Uruguay 2.9 X       
Kuwait 2.8 X       
Oman 2.8 X       
Australia 2.6 X       
Bulgaria 2.0 X       
Bhutan 1.9       X 
Poland 1.8 X       
New Zealand 1.7 X       
Slovenia 1.7 X       
Singapore 1.6 X       
Czech Republic 1.4 X       
San Marino 1.4         
Canada 1.3 X       
Iceland 1.3 X       
Japan 1.3 X       
Latvia 1.2 X       
Slovak Republic 1.2 X       
Lithuania 1.1 X       
Switzerland 1.0 X       
United States 1.0 X       
Turkey 0.9 X       
Israel 0.6 X       
Norway 0.5 X       
Estonia 0.1 X       
Greece 0.1 X       
Sweden 0.1 X    
Austria 0.0 X    
Belgium 0.0 X       
Denmark 0.0 X       
Finland 0.0 X       
France 0.0 X       
Germany 0.0 X       
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Table A-2 (continued) 
Country Percentage Status 
    WTO SSA ACP LDC 
Ireland 0.0 X       
Italy 0.0 X       
Luxembourg 0.0 X       
Macao, China 0.0 X       
Netherlands 0.0 X       
Portugal 0.0 X       
Spain 0.0 X       
United Arab Emirates 0.0 X       
United Kingdom 0.0 X       
Afghanistan n.a.       X 
Angola n.a. X X X   
Antigua and Barbuda n.a. X   X   
Cambodia n.a. X     X 
Cape Verde n.a.   X X X 
Cook Islands n.a.     X   
Cuba n.a. X   X   
East Timor n.a.     X X 
Equatorial Guinea n.a.   X X X 
Eritrea n.a.   X X X 
Kiribati n.a.     X X 
Lao People's Democratic Republic n.a.       X 
Marshall Islands n.a.     X   
Micronesia, Federated States of n.a.     X   
Mozambique n.a. X X X X 
Nauru n.a.     X   
Niue n.a.     X   
Palau n.a.     X   
Sao Tome and Principe n.a.     X X 
Tuvalu n.a.     X X 
Armenia n.a. X       
Brunei Darussalam n.a. X       
Former Yugoslav Republic of Macedonia n.a. X       
Liechtenstein n.a. X       
Qatar n.a. X       
Chinese Taipei n.a. X       

Note: n.a. indicates that no data are available. 
Source: World Bank (2003): World Bank Development Indicators, 2003. 
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Appendix B – Formal proposals to the Negotiating Committee on 
Trade Facilitation  
 
 
TN/TF/W/ Submitted by Subject Issues 
6 • EU Art. X • publication and availability of information 

• prior consultation and advance warning 
• appeal and due process 

7 • Korea Art. X • publication of information;  
• notification and period for commenting on ‘core 

measures’; 
• interval between publication and implementation;  
• enquiry point.  

8 • Japan 
• Mongolia 
• Taiwan 
• Pakistan 
• Peru 

Art. X • what information should be published 
• how it should be published 
• WTO as a databank 
• enquiry point 
• advanced warning 
• advanced ruling system 
• explicit trade procedures 
• uniform administration 
• appeal system 
• integrity of customs officials 

9 • Canada 
• Australia 

Art. X • advanced rulings 

10 • Taiwan Art. VIII 
 
 

 
Art. X 

• pre-arrival clearance 
• risk management and post-shipment clearance 
• express consignments 

 
• advance ruling 
• enquiry point 

12 • US Art. X • advanced binding rulings 
13 • US Art. X • internet publication 
14 • US Art. VIII • requirements on fees 

• publication of fees 
15 • US Art. V • express shipments 
17 • Japan 

• Mongolia 
Art. VIII • periodic review of fees 

• publication of fees 
• ‘least trade restricting’ formalities 
• international documentation standards  
• fast inspection 
• pre-arrival inspection 
• risk management and authorized traders 
• single window 
• clear penalty system and  requirement to give clear 

reasons for rejections 
18 • Korea Art. VIII • acceptance of commercially available information and 

copies of documents; 
• harmonization & standardization of document formats; 
• single window 
• publication of average clearance times 
• pre-arrival inspection 

 
19 • Australia 

• Canada 
Art. VIII • release of goods before custom clearance (bond, 

guaranty, deposit) 
20 • Canada Art. VIII • standardization of import/export data requirements 
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TN/TF/W/ Submitted by Subject Issues 
21 • US Art. VIII • release of goods before custom clearance (bond, 

guaranty, deposit) 
22 • US Art. VIII • prohibition of requirements for consular transactions, 

including consular fees and charges in connection 
with the importation of goods 

23 • EC 
• Australia 

Art. VIII • methods for defining fees 

24 • New 
Zealand 

Art. VIII 

Art. X 

• more precise, operationally effective provisions on 
minimizing excessive documentation 

• third country rights to comment on Members’ 
proposed laws, regulations, judicial decisions and 
administrative rulings 

• objective criteria for tariff classification 
25 • Taiwan Art. VIII • systematic cost assessment 
26 • China Art. X • scope of publication 

• method of publication 
• enquiry point 
• period for commenting on new regulations 

28 • Bolivia 
• Mongolia 
• Paraguay 
• Kirgiz 

Republic 

Art. V • problems related to land-locked countries 
• non-discrimination between modes of transport, 

origin and destination, carriers, routes and goods 
• publication and periodic review of fees 
• periodic meetings between neighboring members´ 

authorities 
• reasonable transit formalities and periodic review 
• international Standards for transit formalities and 

documentation 
• simplified and preferential clearance treatment for 

perishable goods in transit 
• coordination of documentation requirements 

among relevant authorities 
• establishment of cross border cooperation schemes 

29 • China 
• Pakistan 

Negotiati
ons/S&D
T 

assessment of TF needs and priorities of the members 

30 • Peru Art. V 
 
 
 
 
 
Art. VIII

• use of international instruments 
• simplification of customs formalities and increased 

use of electronic media 
• development and implementation of automated and 

internationally standardized procedures 

• single window 
• requirement for WCO membership 
• establishment of disciplines on the application of risk 

assessment criteria and on pre-clearance, concurrent, and 
post-clearance control of goods. 

• automation of customs and other agency import/export 
procedures 

• objective criteria for the application of fees and 
charges 

ibility of establishing an enhanced customs clearance system 
with provisions concerning security 
• establishment of specific procedures applicable to 

express shipments 
• establishment of border control cooperation and 

coordination 
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TN/TF/W/ Submitted by Subject Issues 
30 (cont.) • Peru Art. X • mechanisms ensuring the publication and availability 

of information on customs procedures 
• enquiry points 
• publication of all relevant legislation 
• minimum time periods before entry into force 

31 • Hong 
Kong 

Art. VIII • minimize the incidence and complexity of import and 
export formalities 

• periodic review of fees and formalities 
32 • Hong 

Kong 
Art. X • transparency and availability of information 

• electronic publication of information 
• consultation with traders 

33 • African 
group 

Negotiatio
ns/SDT 

• SDT 

34 • Korea Art. V • minimizing border requirements for goods in transit 
• simplified transit process for non-trans-shipment 

goods compared to trans-shipment goods 
35 • EU Art. V • improved transparency of transit requirements, 

procedures and charges 
• more effective disciplines on charges for transit 
• simplified and standardized documentation, data 

requirements and procedures for goods and means of 
transport in transit 

• non-discrimination between means of transport, 
between carriers and between types of consignment in 
relation to transit procedures 

• more effective disciplines on the level, nature and 
management of guarantees required from transit 
operators 

• improved co-operation and co-ordination between all 
concerned agencies in each Member country and 
across borders 

• operationalization of existing commitments to grant 
freedom of transit through the territory of each 
Member via the ‘routes most convenient for 
international transit’ 

• clarification and improvement of terminology to 
reduce perceived uncertainty and avoid loopholes 

36 • N.Zealand, 
Norway 

Switzerland 

Art. VIII • simplification and reduction of the documentation and 
data requirements to the necessary minimum 

• use of international standards 
• if or when automation is put in place, in cases where 

physical documentation are required under manual 
procedures, Customs authorities should normally 
still accept copies and not require originals of 
documents, except in clearly defined circumstances 

• abolition of certain documentation requirements such 
as demands for consular invoices etc 

• contents of the requirements for goods declarations 
should be set out in national legislation 

37 • EU • SDT • list of EU’s TA/CB initiatives 
38 • Singapore Art. X • advanced ruling 
39 • Paraguay 

• Rwanda 
• Switzerlan

d 

Art. V • list of features that should be taken into account 
• accession to international instruments 
• introduction of some degree of automation 
• simplification of procedures for authorized traders  

Note: The information in this table includes proposals submitted to May 2005. 


