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Erosion of Preferentia l Access and Changes In Special and 
Differential (S and D) Status 

GATT 194 7 i s built upo n a  series of disciplines , 
rights an d obligations . A s on e woul d expect , i t 
also contain s exception s an d exclusion s t o th e 
basic disciplines. I n genera l thes e ar e specific t o 
particular economi c circumstances . Thu s a 
waiver on MFN i s given under Article XXIV fo r 
countries enterin g int o a  regiona l tradin g 
arrangement; a  waiver on the use of QRs is given 
to countrie s facin g a  balance o f payments crisi s 
(under Articles XII or XVIIIB). The onl y grou p 
which has benefited fro m country-specific provi -
sions ar e developin g countries . Thes e com e i n 
two forms of rights which have been established : 
a righ t t o preferentia l acces s an d a  righ t t o 
protect. Th e forme r permit s developin g coun -
tries t o gai n acces s t o industrialise d countr y 
markets; th e latte r allow s the m t o mak e us e o f 
import restraints in ways that industrialised coun -
tries cannot . Ho w wil l th e Agreemen t affec t 
these? 

4.1 Erosio n of Preferentia l Access 

There ar e severa l preferentia l acces s scheme s 
from whic h CDC s benefit . Som e ar e on a  bilat -
eral basis . The mos t notabl e o f th e multilatera l 
regimes are Lomé, the Caribbean Basi n Initiativ e 
and th e Generalised Syste m of Preferences. Th e 
first is specific t o the EU , the secon d t o the US , 
whilst th e thir d applie s t o th e majo r OEC D 
countries. 

Since al l of these schemes frame thei r prefer -
ences by reference t o MFN tariffs , an y reductio n 
in th e latte r mus t inevitabl y erod e th e valu e o f 
those preferences . Ultimatel y th e degre e o f 
erosion o f preference margin s wil l depend upo n 
the impac t o f final  offers o n MF N rate s and th e 
volume of imports which benefit fro m GSP unde r 

the differen t schemes . As lon g a s some positiv e 
value o f LDC export s benefit s fro m preferentia l 
access, th e effec t o f tarif f reductio n mus t b e t o 
diminish thos e preferences . Othe r thing s bein g 
equal, this will leave developing countries worse 
off. Calculation s b y GAT T sugges t tha t th e 
reductions i n preference margin s are significant , 
82 per cent i n Canada, 6 1 per cent i n Japan, 5 0 
per cen t i n th e U S an d 3 2 pe r cen t i n th e EU , 
with the highest losse s occurring for agricultura l 
products. This suggests that man y CDCs wil l be 
worse off . Th e analysi s b y Stevens an d Kenna n 
(1994) o f the impac t o f the EU changes suggests 
that thi s will certainly b e th e cas e where CDC s 
in Sub-Sahara n Afric a ar e concerned . Th e E U 
is th e ke y marke t fo r thi s grou p o f countrie s 
and thei r margi n o f preferenc e wil l b e eroded . 
Sorsa (1995) however feels that thi s possibility is 
exaggerated. 

However, ther e ar e thre e importan t qualifi -
cations to make. First, as Langhammer and Sapi r 
(1987) show , th e degre e t o whic h developin g 
countries benefit fro m GS P is limited by product 
specification restrictions , rules of origin, quanti -
tative limit s an d s o on . I n practice , therefore , 
very littl e b y wa y o f preferentia l import s ma y 
actually b e taken. This i s especially tru e of agri-
cultural products . Thu s th e bas e agains t whic h 
losses fro m preferenc e reduction s ar e measure d 
may be a narrow one . 

The secon d qualificatio n relate s t o th e im -
pact o f the tarif f reduction s o n marke t demand . 
In th e absenc e o f perfectl y inelasti c deman d 
schedules, som e marke t expansio n wil l occur : 
the mor e elasti c i s deman d ove r th e relevan t 
range, th e greate r th e increase . Clearly , i f a 
market presenc e ha s already been establishe d i n 
non-preferential import s the n benefit s fro m 
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Table 10 : Uruguay Roun d Agreements whic h includ e 'specia l an d differential · commitment s 

Agreement 

Agriculture 

• Domesti c support 

• Expor t subsidies 
Textiles and clothin g 
Technical Barrier s 
TRIMs 

Anti-Dumping 

Customs Valuation 

Subsidies 

• Domesti c support 

• Expor t subsidies 
Safeguards 
Services 
TRIPs 
Dispute Settlement 

higher import s will follow. This particular effec t 
is, o f course , boun d u p wit h th e broade r 
trade expansio n effect s an d i t i s difficul t t o 
separate out . Th e ke y poin t i s tha t i t i s no t 
inevitable tha t preferenc e erosio n wil l leav e 
CDCs wors e off . Th e probabilit y i s tha t th e 
small/least developed , whic h rel y mor e heavil y 
on preferences , wil l suffe r rathe r mor e tha n th e 
NICs and NECs . 

Third, althoug h man y CDC s ar e mos t pre -
ferred supplier s in Europe, they do not enjoy thi s 
status elsewhere , fo r exampl e i n th e US . Thu s 
there may be potential gains from th e rearrange -
ment o f tariff rate s in these markets . 

4.2 Graduation and the Right to Protect 

The cornerstone of developing countries' right t o 
protect operate s throug h Articl e XVIII . Claus e 
XVIIIB sanctions interventio n i n support o f th e 
balance o f payments bu t o n mor e lenien t term s 
than Articl e XII . Claus e XVIII C offer s a  righ t 
to protect i n support o f infan t industries : a right 
which doe s no t exten d t o industrialise d coun -
tries. 
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Less Developed Leas t Developed 
Right to Protec t Pref . Access Transitiona l Righ t to Protec t Pref . Access Transitiona l 

The Final Act does affirm quit e explicitly th e 
principle of special and differentia l treatmen t a t 
various point s throughou t th e Agreement . I n 
contrast to GATT 1947 , however, two importan t 
points should be noted. First , S and D is affirme d 
explicitly i n various contexts throughout a s well 
as being affirmed a s a specific principle . Table 1 0 
lists the area s where a  right t o protect i s explic-
itly provide d for . A s ca n b e seen , th e rang e i s 
wider than under GATT 1947 . In that sense, the 
Round has not diminished th e right to protect of 
developing countries, indeed i t may actually have 
extended it . However , thi s extensio n refer s t o 
the route s throug h whic h S  an d D  ca n b e 
accessed. 

The secon d featur e o f the Agreement whic h 
must be highlighted i s an explicit graduation pro-
vision. Thi s i s a  profoun d change , wit h 
potentially significant economi c effects. I t means 
that fo r th e firs t tim e a  distinctio n i s mad e 
between th e leas t developed an d othe r develop -
ing countries . Moreover , thi s i s no t a  cosmeti c 
distinction, i t affect s th e privilege s fro m whic h 
the countries concerned ca n benefit. Refe r agai n 
to Tabl e 10 . A s w e ca n see , th e distinctio n i s 



important i n agricultural support , technica l bar -
riers, subsidies and safeguards. In some areas, the 
least developed will enjoy privileges which othe r 
developing countries will not; in other cases they 
will be given a longer period over which to phase 
out any specific measures . 

Which countrie s ar e th e 'leas t developed' ? 
For the subsidies agreement, they are identified a s 
the United Nation s grou p of 47 leas t develope d 
countries, wit h th e additio n o f Bolivia , 
Cameroon, Congo , Cot e d'Ivoire , Dominica n 
Republic, Egypt , Ghana , Guatemala , Guyana , 
India, Indonesia , Kenya , Morocco , Nicaragua , 
Nigeria, Pakistan, Philippines, Senegal, Sri Lanka 
and Zimbabwe . Th e criterio n use d t o identif y 
this group i s income pe r capita , with th e cut-of f 
being a  GD P pe r capit a o f $1,00 0 (nominal) . 
From th e standpoin t o f CDCs , quit e a  numbe r 
fall int o thi s category. Whether th e leas t devel -
oped ar e bette r of f o r wors e of f i s a  matte r o f 
judgement: i t depends upon whethe r o r not on e 
believes tha t th e provision s wer e helpfu l i n th e 
past. This is controversial. For most of the period 
since World War II, there has been a long, and a t 
times acrimonious , debat e ove r th e relativ e 
merits of import substitution an d export-orient -
ed trad e strategies . A  ver y larg e empirica l 
literature ha s no w bee n accumulated . Broadl y 
speaking, th e evidenc e i n genera l suggest s tha t 
trade policy regimes which have relied heavily on 
non-selective impor t substitution have been asso-
ciated wit h poore r economi c performanc e (see , 
for instance, Greenaway and Nam 1988) . To that 
extent, an explicit graduation criterion may help 
constrain th e proliferatio n o f excessive relianc e 
on inward-oriented trad e policies. Note tha t thi s 
is not t o say that impor t substitutio n canno t b e 
helpful. Th e evidenc e suggest s that i t may be i n 
the early stages of industrialisation. What i s typ-
ically damagin g i s th e cumulatio n o f impor t 
restraints associate d wit h 'secon d stage ' devel -
opment, whic h a  graduation criterio n ma y hel p 

with. The n th e issu e become s on e o f whe n t o 
graduate. The criterio n does mean tha t recours e 
to some instruments (lik e subsidies), which are in 
general mor e efficien t tha n quota s o r tariffs , 
begins to be constrained a t a  relatively lo w level 
of income, per capita . That coul d be damaging . 

Future Evolution of S and D 
Both dimension s o f specia l an d differentia l ( S 
and D ) treatmen t o f developing countrie s hav e 
been affecte d b y the Round . The righ t t o acces s 
has bee n erode d b y th e liberalisatio n whic h i s 
envisaged; th e righ t t o protec t ha s bee n con -
strained. On e shoul d no t thin k o f thes e a s 
unambiguously threatenin g from th e standpoin t 
of CDCs, however. Although on e can find  cases 
where preferentia l acces s unde r GS P o r Lom é 
has been successful, i n general these schemes are 
so constraine d b y qualificatio n criteria , quotas , 
rules o f origi n an d s o on , a s t o hav e bee n o f 
limited usefulness . A  strong case can be made t o 
the effec t tha t man y CDC s wil l b e bette r of f 
facing lowe r MF N tariff s an d fewe r NTBs , tha n 
they wer e wit h (apparent ) preferentia l access . 
Regarding the right to protect, i f this does indeed 
confer benefit s the n th e introductio n o f a  grad-
uation criterion enhances the relative position of 
the leas t developed . A s a  consequence , thes e 
countries ma y actuall y find  i t easie r t o nurtur e 
infant industrie s an d gai n worl d marke t shar e 
than whe n competing on leve l terms with othe r 
developing countries , especially NICs . 

Having established a  graduation principle , i t 
is safe t o assume tha t thes e wil l be a  permanen t 
feature o f the GAT T infrastructure . I t i s actual-
ly a helpful developmen t fro m th e standpoint o f 
targeting concession s an d assistanc e an d a  mul-
tilaterally agree d an d transparen t criterio n i s 
preferable t o th e likel y alternative , namely , 
opaque criteria bein g unilaterally applie d by the 
major tradin g nations/blocs . 
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