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The WTO, Trade Facilitation and Sustainable Development

1. What is the issue?
Trade facilitation (TF) is defined by the World Trade

Organization (WTO) as “the simplification and harmoniza-
tion of trade procedures, with trade procedures being the
activities, practices and formalities involved in collecting, pre-
senting, communicating and processing data required for the
movement of goods in international trade.”! At the WTO’s
Singapore Ministerial Conference in 1996, trade facilitation
was introduced into the WTO process as an item for further
study and analysis. The 2001 Doha Ministerial Declaration
included a mandate for negotiations on TF to begin after the
Fifth Ministerial meeting in 2003, provided there is an agree-
ment at that meeting on modalities for the negotiation.

Business groups, several inter—governmental organizations and
most developed countries are supportive of such negotiations
going forward. Developing countries, while not opposing the
concept of trade facilitation, generally oppose the negotiation
of legally-binding TF rules that would be subject to dispute
resolution. The issue in WTO terms, therefore, is whether
such an agreement will be forthcoming and, if so, how it
might look. The issue in a sustainable development context is
whether progress on trade facilitation would advance a devel-
opment and sustainability agenda for trade policy.

2. Background: The development of
the trade facilitation issue

Traditionally, TF has been conceived of as a technical
approach to reducing “red tape” for imports and exports. For
many countries unclear, duplicative, cumbersome procedures
impose significant costs and practical barriers to trade,
whether imports or exports. In some cases, 20-30 parties may
handle up to 40 documents per export or import. In addition,
transportation of goods can often be delayed by several days at
border crossings, adding significantly to transportation costs
in addition to the delays.2

The current trade facilitation debates are also concerned with
corruption. The greater the pressure to allow speedy move-

ment of goods, the more plentiful are the opportunities for
extortion from officials capable of causing delays.

Two recent developments in business strategy have raised the
prominence of trade facilitation in the WTO and other fora:
“just-in-time delivery” as a strategy for inventory manage-
ment, and the growth of e-commerce. Both of these business
models rely upon fast and predictable movement of goods
across borders. When delays and expenses hamper this move-
ment, incentives for investment and trade can be lost or
diminished, along with the associated economic development
opportunities. Some studies suggest that trade inefficiencies
now represent a more important development barrier than exist-
ing tariff levels.3 A number of developing countries, however,
remain skeptical of this proposition.

Trade facilitation has clearly moved beyond technical “red
tape” issues to become a broader policy-based subject, encom-
passing a range of administrative, financial, transportation,
security, business-model and e-commerce concerns, and with
implications for trade’s potential for economic development.4
In essence, trade facilitation focuses on the speed and costs for
getting goods from destination A to destination B, but such a
simplified view of the issue misses its growing scope and com-
plexity.

Several provisions of the General Agreement on Tariffs and
Trade (GATT) already relate to TF issues. Article V deals with
freedom of transit through States; Article VIII sets minimum
standards for fees and formalities on importation and exporta-
tion of goods; and Article X sets minimum standards for the
publication and administration of border trade regulations.
Those in favour of seeing a negotiated TF agreement would
like to amplify these rudimentary TF provisions in scope and
detail.

Several international organizations have been considering TF
issues, some for as long as 30 to 40 years. The United Nations
Economic Commission for Europe plays a lead role within the
UN system on this issue,> while UNCTAD, the World Bank,
OECD and others are also involved. APEC appears to play a
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leading role integrating developed and developing country
interests in TF into a single, but voluntary process. Indeed,
APEC has identified several principles for focusing capacity-
building activities and regulatory reform initiatives associated
with TE6 These include:

*  transparency;

e communications and consultations;

* simplification, practicability and efficiency;
e non-discrimination;

*  consistency and predictability (includes integrity and cor-
ruption concerns);

*  harmonization, standardization and (mutual) recognition

(of standards);
* modernization and use of new technology;
*  due process; and
*  cooperation.

The APEC, WTO and UN processes recognize that putting
these principles into effect will require national-level capacity
development and international cooperation.

3. What do the proponents argue?

Business groups, some intergovernmental organizations and
developed countries support a broad WTO agreement on
trade facilitation, with binding rules and capacity-building
components. Proponents stress the two-track nature of this
approach, as noted in the Doha Ministerial Declaration. This
is consistent with the expanded view of TF as a broader policy
issue that requires more than just reducing red tape, instead
extending to positive steps to address a range of issues related
to the speed and cost of importing and exporting. With tariff-
related costs now significantly reduced, proponents of a TF
agreement see the cost and time associated with many border
processes as a primary issue in the “fight” against non-tariff
barriers—one that produces consistent benefits for all parties.

4. How do the opponents respond?

As already noted, APEC has a voluntary TF program and a set
of principles that bridges its developed and developing coun-
try membership. In addition, some developing countries and
countries in transition have made submissions to the WTO
that support further work on TE7 However, developing coun-
tries continue to be extremely concerned with the assumption
of new, legally-binding requirements linked to the dispute res-
olution mechanism when many have been unable to meet
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existing requirements, and even unable to develop a sound
understanding of all their obligations.

In addition, some developing countries remain skeptical about
how they would benefit from a broad TF program, especially
in the context of their own development priorities. This con-
cern may be well based; many of these same countries were
similarly sold on the distributional benefits of the Uruguay
Round—benefits that have to date failed to materialize. Given
this, many countries suspect that the real motivation for a
broad TF agreement lies in developed country just-in-time
production and retail strategies, and they are skeptical as to the
scope of realistic mutual benefits. To argue that TF reform
will, in itself, lead to increased investments and to an equitable
distribution of foreign investments, is likely to significantly
overstate the role of TE which is in the end only one factor
among many affecting investment decision-making.

5. Implications for development

As tariff levels in general have fallen, the pace at which goods
move through borders has become a more urgent issue. UN
and WTO studies suggest that addressing this issue can boost
development opportunities, and it seems intuitive that this
would be the case. However, this assessment does not consider
the opportunity costs of a focus on trade facilitation strategies—
that is, the forgone ability to focus on other development pri-
orities.8 The need to weigh competing priorities is intensified
if an agreement on TF is made legally binding and subject to
dispute settlement, with the attendant potential consequence
of punitive tariff measures. For most developing countries,
assuming such obligations would entail a major effort to devel-
op sophisticated domestic institutions. In a submission to the
WTO’s Council for Trade in Goods, the Czech Republic
called the process of creating a performing system of customs
clearance “far from a simple and straightforward exercise,” and
warned that “What looks like another quite simple technolog-
ical operation at the beginning, proves to be a de facto customs
revolution.” The extent to which a capacity-building compo-
nent might address these concerns is, at best, unclear.

To the extent that addressing TF issues in a concerted way
would force participants to address many corruption-related
issues, this could also be a positive development benefit. But
the overriding issue here remains the challenge of the task.

Trade facilitation appears to present much less scope for trade-
offs than other areas of negotiation. In effect, implementing
TF processes creates no losers in a bargain-making context.
Hence, it can be argued that taking a capacity-building
approach to this issue may be more effective than taking a
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strict-rules-based approach subject to the dispute settlement
processes. This would require a change in the current WTO
model, where most agreements are subject to the dispute settle-
ment mechanism. However, it would not be inconsistent with
the type of flexibility shown in the establishment of plurilateral
agreements in the Uruguay Round, which are not binding on
all members. A capacity-building model would also be similar
in many ways to the approach seen in relation to developing
countries in multilateral environment agreements—an
approach guided by the principle of common but differentiated
responsibility.

6. Particular implications for sustain-
able development

If addressing TF issues were to attract the investment that its
proponents suggest, this could help increase investment in
developing countries, increased investment in those countries
being a necessary (but not sufficient) pre-condition for sustain-
able development. However, there are at least two potentially
negative outcomes that should be avoided. First, the TF-
related focus on harmonization of standards should not
intrude upon the guarantees for the setting of national stan-
dards already set out in the TBT and SPS Agreements. In par-
ticular, a TF agreement, if developed, should not be allowed to
have any impact on environmental, human health and other
public welfare legislation and regulation, matters much better

left for the TBT and SPS Agreements and the GATT 1994.

Second, it must be recognized that many multilateral environ-
mental agreements, as well as agreements relating to illicit
drugs, organized crime activities and so on rely upon measures
at the border to detect and prevent illegal activities. In the
environmental context, this includes such critical agreements
as the Basel Convention on hazardous wastes, the Montreal
Protocol on ozone depleting substances, the Convention on
International Trade in Endangered Species and others. TF
should not become a barrier to the effective implementation
and further development of such agreements.
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