
The New Issues and Developing Countries 

A numbe r o f th e agreement s i n th e Urugua y 
Round relat e t o issue s tha t hav e no t previousl y 
been covered by GATT Rounds. Since the areas 
covered by these agreements are of particular rel-
evance t o developing countries , i n term s o f th e 
relative incidence of the measures (e.g. TRIMs), 
or th e greate r potentia l constrain t o n domesti c 
policy (e.g . TRIPs), o r th e implication s fo r th e 
design of development strategie s (e.g . services) , 
we give specia l attentio n t o thes e issue s i n thi s 
section. 

6.1 TRIM s and Policies Towards 
Foreign Investmen t 

Developing countrie s mak e fa r mor e extensiv e 
use o f TRIM s tha n d o industrialise d countrie s 
(see Greenaway 1992) . They are often see n as an 
important instrumen t o f investmen t policy , i n 
particular foreig n investmen t policy ; qui d pr o 
quos for the special incentives and the protecte d 
or dominant positio n i n the domesti c marke t o f 
the foreign investor . Som e analyst s have argue d 
that there is a good economic case to be made for 
their us e (see , fo r example , Balasubramanya m 
1991). However , a s w e hav e seen , th e TRIM s 
agreement outlaw s th e mor e trade-distortin g 
measures (local content requirements , trade-bal -
ancing requirements , minimu m expor t 
requirements) whic h are in fact th e mos t widel y 
deployed TRIMs. (These are covered by the illus-
trative lis t provide d i n th e agreemen t an d se t 
out i n Table 11. ) 

In tim e (fiv e year s fo r les s develope d an d 
seven year s fo r leas t develope d countries) , thi s 
part o f the UR wil l remove a  degree o f freedo m 
from policy-makers . One migh t argue that thi s is 
desirable t o the exten t tha t i t constrains the us e 

of a  potentiall y costl y instrumen t o f interven -
tion. Ther e are , however , politica l economi c 
considerations t o bea r i n min d here . I t i s mos t 
plausible t o believ e tha t th e us e o f TRIM s b y 
developing countrie s emerge d ou t o f a  desire t o 
redistribute rents from multinationa l enterprise s 
(MNEs) an d t o counte r th e us e o f restrictiv e 
business practices by MNEs. Admittedly the need 
to d o s o ma y ofte n hav e bee n create d b y othe r 
aspects o f th e polic y regime ; trad e barrier s tha t 
created rent s an d reduce d competitio n o n th e 
domestic market . Althoug h man y developin g 
countries now pursue more liberal trade policies, 
non-negligible trad e barrier s remai n i n man y 
of th e les s an d leas t develope d countries . 
Constraining th e us e o f TRIMs b y thes e coun -
tries wil l certainly constrai n polic y option s an d 
alter thei r bargainin g positio n wit h foreig n 
investors, especially MNEs. Although the precise 
impact o n trade , investmen t an d welfar e o f th e 
use o f TRIM s o r o f thei r remova l i s no t wel l 
researched, ther e mus t b e a  strong presumptio n 
that developin g countrie s woul d i n genera l b e 
worse off as a result of this part of the Agreemen t 
(see Morrisse y an d Ra i 1995 ) i f GATT remain s 
out o f the competitio n polic y field  and/or i f th e 
developing countrie s d o no t explor e ne w 
approaches t o policy i n thi s area . 

Fortunately, ther e i s a  commitmen t i n th e 
Agreement t o evaluate th e role of TRIMs i n th e 
wider contex t o f competitio n policy . This , a s 
argued above , wil l b e importan t give n th e sym -
biosis betwee n TRIM s an d form s o f 
anti-competitive interventio n such as restrictive 
business practices . Developin g countrie s must , 
however, als o b e carefu l t o us e thei r trad e an d 
investment policies in a pro-competitive manner . 
Substitution o f tariffs for quantitative impor t bar-
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riers serves, for example, to maintain competitio n 
at th e margi n o n loca l market s whic h ma y b e 
dominated i n tha t specifi c secto r b y foreig n 
investment. Similarly, industrial and investmen t 
licensing procedures and decisions should not be 
determined onl y by considerations o f the siz e of 
existing markets and claims by existing entrant s 
of the 'appropriateness' of current capacity . Such 
procedures ar e likel y to be subject t o capture b y 
existing marke t entrant s wit h a n incentiv e t o 
restrict competitiveness . I n th e mor e libera l 
policy regime s no w t o b e foun d i n mos t devel -
oping countries , ther e need s t o b e a  greate r 
willingness t o allo w ne w investors/entrant s t o 
contest domesti c market s rather tha n t o rely o n 
bureaucratic decisions about the number of firms 
that market s ar e judge d t o b e abl e t o support . 
This same principle needs also to be extended t o 
the privatisatio n programme s currentl y unde r 
way in many developing countries . 

Table 11 Illustrativ e lis t of TRIMs 

1. TRIM s which are inconsistent with nationa l 
treatment obligations in Article II I to include : 
a) purchas e of input s required whether specified 

in volume or value, or as a proportion o f 
volume or value 

b) requirement s which lin k an enterprises 
purchases or use of importe d input s to the 
volume or value of loca l products that i t 
exports 

2. TRIM s which are inconsistent with the general 
elimination o f QRs under Article XI and which 
restrict: 
a) importatio n b y an enterprise of product s used 

in, o r related to, its local productio n 
b) acces s to foreign exchange limited to an 

amount relate d to the foreign exchange inflow s 
attributable to the enterpris e 

c) exportatio n or sale for expor t product s linke d 
to a proportion o f it s local productio n 

Finally, i t mus t b e recognise d tha t th e shif t t o 
more outward-oriente d developmen t strategie s 
based on expor t promotio n themselve s alte r th e 
nature of the motivation fo r inward investment . 
Foreign investors , especially large-scale ones such 
as MNEs, are likely to place greater emphasis o n 
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attributes such a s political stability , the simplic -
ity an d clarit y o f th e domesti c polic y 
environment, th e qualit y o f th e infrastructur e 
and acces s to competitively-priced intermediat e 
and factor inputs , rather than on the rents avail-
able from protecte d domestic markets. The nee d 
to desig n trade-relate d investmen t policie s tha t 
claw back rent s from investor s or which impos e 
trade conditions o n foreign investors , i s thereby 
diminished. O f cours e i n th e competitio n fo r 
foreign investor s many developing countries use 
investment incentive s (e.g . duty exemptions, tax 
holiday etc. ) a s a n additiona l attractio n fo r 
investment. 

There are , however, good reasons for govern -
ments not being driven int o offering excessivel y 
costly incentive s (i n term s of additional expen -
ditures o r forsake n ta x revenue) , despit e th e 
obvious pressures to 'outbid' neighbouring coun -
tries fo r foreig n investment . Excessivel y costl y 
incentives o r highl y subsidise d foreig n invest -
ments risk inappropriate inwar d investmen t an d 
undesirable allocation distortions . These are also 
likely to encourage governments t o seek to con -
strain th e cost s o f th e incentive s schem e b y 
setting selectivity criteria , e.g . the us e of lists of 
products or industries which are viewed as (actual 
or potential) expor t activities. Those developin g 
countries wit h a  relativel y well-develope d an d 
diversified expor t base in manufactures ma y (bu t 
only may ) hav e a  greater awarenes s an d experi -
ence of production an d market opportunities fo r 
new exports . Bu t fo r man y les s and leas t devel -
oped countries , wit h smal l industria l sector s 
and/or high dependence on primary exports, then 
the process of 'picking winners' in export market s 
is mor e difficul t an d potentiall y expensiv e i f 
incorrect selection s ar e made . Rather , th e low -
ering o f anti-expor t bia s i n th e trad e polic y 
regime wil l provid e th e appropriat e signa l o r 
incentive for export-oriented foreig n investment ; 
investment tha t i s attracted b y permanent loca l 
resource an d facto r endowment s rathe r tha n b y 
small domesti c market s o r transitor y fiscal  an d 
other incentives . I n recen t year s CDCs suc h a s 
Malaysia, Mauritiu s an d Cypru s hav e benefite d 



from foreig n direc t investmen t (FDI ) drive n b y 
these considerations . 

6.2 TRIP s and Technology Transfer 
This Agreemen t wil l unambiguousl y requir e 
major polic y changes by probably al l developin g 
countries, within five years i n the cas e of devel-
oping countrie s an d eleve n year s fo r leas t 
developed countries. Members will be required t o 
apply the principles o f MFN an d nationa l treat -
ment t o th e protectio n o f intellectua l propert y 
rights (IPRs) , which cover : 

• copyrigh t an d relate d right s 

• trademark s 

• geographica l indication s 

• industria l design s 

• patent s 

• layou t designs of integrated circuit s 

••• protectio n o f undisclosed informatio n 

Most o f th e area s ar e covere d b y th e provi -
sions alread y administere d b y th e Worl d 
Intellectual Propert y Organisation (WIPO ) an d 
the Agreement contains cross-references t o these 
and to instruments in the Paris , Rome and Bern e 
Conventions an d t o th e Treat y o n Intellectua l 
Property i n Respec t o f Integrate d Circuits . 
Indeed, nothin g i n th e TRIP s Agreemen t ma y 
derogate fro m thos e Convention s an d certai n 
exceptions provide d i n thos e Convention s ma y 
also appl y t o th e TRIP s Agreement . Bu t th e 
TRIPs Agreemen t wil l extend th e countr y cov -
erage of the provisions, since membership of the 
WTO (an d wit h i t applicatio n o f th e TRIP s 
Agreement) wil l b e mad e b y countries tha t di d 
not participat e i n th e abov e Conventions . Th e 
Agreement wil l als o exten d th e are a o f IPR s 
covered an d extend s the protection provide d b y 
the earlie r Conventions . Th e mos t importan t 
new areas or extensions are : 

• th e granting o f copyright protectio n t o 
computer software ; 

• th e reinforcemen t o f the protection o f dat a 
banks an d phonogra m producers ; 

• th e requiremen t tha t patent s mus t b e 
available fo r al l process and produc t 
inventions; 

• th e reversa l o f the burden o f proof i n civi l 
legal actions from th e paten t holde r t o th e 
accused paten t infringer . 

Thus mos t developin g countrie s wil l b e 
required to introduce and revise existing nation -
al law s i n th e are a o f IPRs , so as to enforc e th e 
provisions o f the TRIP s Agreement . (Ther e ar e 
provisions fo r countrie s t o adop t measure s tha t 
prevent o r regulat e anti-competitiv e licensin g 
practices, or abuses of IPRs which adversely affec t 
competition.) 

For man y o f th e smal l an d leas t develope d 
countries i n th e Commonwealth , wit h smal l o r 
undiversified manufacturin g an d expor t bases , 
the TRIP s Agreemen t wil l involv e legislativ e 
revisions or extensions but have little immediat e 
impact o n trad e an d developmen t strategies . I t 
will, however, have a  more significant impac t i n 
the longe r term . Fo r example , a  recen t 
UNCTAD stud y estimate s recurren t cost s o f 
$750,000 pe r annu m i n Banglades h t o compl y 
with th e TRIP s Agreement , wit h n o apparen t 
immediate offsettin g benefits . However , on e 
obvious benefi t i s th e avoidanc e o f th e kin d o f 
unilateral act io n whic h th e U S recentl y 
launched against China. For those countries with 
diversified industria l base s (e.g . India ) o r trad e 
strategies directed toward s the exporting of more 
technologically-intensive good s (e.g . Malaysia), 
then th e protectio n o f IPR s coul d hav e greate r 
impact on trade and development strategies. This 
latter group of countries already invested in tech-
nologies whic h wil l no w embod y a  ne w 
distribution an d pricin g of intellectua l property . 
Import substitutio n o f generi c pharmaceutica l 
products i n countrie s suc h a s India wil l becom e 
more costly . Similarly , th e expor t competitive -
ness o f ' imitated ' product s (design s o r 
trademarks) i n some of those market s where th e 
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NICs have move d u p the ladde r o f comparativ e 
advantage (e.g . textiles, electrical an d electron -
ic goods , software ) wil l b e erode d b y th e 
additional cost of acquiring technology. There i s 
clearly a complex balance of issues involved here. 
Reverse engineerin g ha s bee n a  key elemen t i n 
technology transfe r an d therefor e th e weak pro-
tection (o r it s absence ) o f IP R obligation s b y 
developing countrie s ha s contributed positivel y 
to industrialisatio n efforts . Th e correc t 'pricing ' 
of technology may, however, encourage the adop-
tion o f appropriat e technologie s an d induc e 
greater allocative efficiency i n developing coun -
tries; th e resul t i n th e longe r ter m ma y b e 
improved export performance. Of course this may 
also com e fo r indirec t reasons . Institutiona l 
devices for the protection o f IPR provide incen -
tives fo r intellectua l propert y creation , whic h 
may in turn rais e productivity i n both th e tech -
nology-exporters and technology-importers. Such 
dynamic benefit s an d reduce d pressure s fo r pro -
tection in the innovating countries would in tur n 
be t o th e ultimat e benefi t o f developin g coun -
tries. Indeed , developin g countrie s ma y alread y 
have, o r expec t t o hav e i n th e longe r run , a n 
interest i n th e protectio n o f thei r ow n intellec -
tual property; arising for example out of research 
intro crop varieties or more labour-intensive area s 
of innovatio n suc h a s th e productio n o f com -
puter software . 

6.3 Service s and Developmen t 
Strategies 

The GATS sets out principles to govern trade i n 
services; extending the general principle (wher e 
possible) of MFN to services trade. Trade' in ser-
vices covers: 

• cros s border movemen t 

• movemen t o f the consume r 

• commercia l presence or right of 
establishment 

• movemen t o f people 

However, the actual commitments o f the sig-
natories t o th e Agreemen t ar e only confine d t o 
the specifi c sector s o r type s o f 'trade ' tha t ar e 
included i n eac h o f thei r Schedule s o f 
Commitment. Mos t of the offers ar e also accom-
panied b y MFN exemptio n list s and var y widely 
in terms of sectoral coverage and of limitations t o 
market access , nationa l treatmen t an d type s o f 
'trade'. Th e implication s therefor e fo r differen t 
types o f countrie s fo r acces s t o thei r ow n an d 
other market s wil l depen d criticall y o n th e 
specifics o f thes e Schedules . I n som e sector s 
(financial an d maritim e service s an d telecom -
munications) i t is also the case that negotiation s 
are not completed . Give n als o the need t o hav e 
detailed information , country-by-country , o n 
existing an d planne d regulator y regime s and o n 
the data on service trade flows, cross-country cost 
differences an d current barriers to 'trade', in order 
to mak e a  meaningfu l assessment , the n th e 
impact on developing countries of liberalisatio n 
in services remains uncertain. Indeed, littl e or no 
quantitative research has been completed on thi s 
subject area . 

The range of sectors offered b y countries tends 
to be positively related t o their leve l of develop-
ment. Developing countries have tended to make 
fewer offers , give n thei r weake r services sectors , 
and i n the case of some least developed countrie s 
the offe r onl y cover s a  single sector . Ther e are , 
however, som e majo r sectora l exclusions als o i n 
the cas e o f th e majo r industria l countries , e.g . 
maritime service s (US) , audio-visua l (EU ) an d 
certain type s of financial  servic e (Japan) . 

The type s of 'trade ' o r modes o f supply mos t 
often covere d i n th e offer s o f th e develope d 
countries ar e commercia l presence , movemen t 
of consumers an d movement s o f persons i n th e 
form o f intracorporate transferee s (i.e . managers 
and specialists ) linke d t o commercia l presence . 
Most developin g countrie s ar e no t i n a  positio n 
to benefi t fro m thi s mod e o f exporting , whe n 
faced wit h hig h cost s of establishment i n devel -
oped countrie s an d disadvantage s i n term s o f 
endowments an d technologies . Th e sector s o f 
interest t o developin g countries , e.g . tourism , 
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Table 12: Net Earnings from Labour Services*: Selected Commonwealth Developin g Countries (1992) 

Country 

Antigua and Barbud a 

Barbados 
Bangladesh 

Belize 
Cyprus 

Dominica 

The Gambia 
Grenada (1991) 

India (1989) 
Jamaica 
Malta 
Nigeria 
St. Kitts and Nevis 
St. Lucia 
St. Vincent and the Grenadines 

Singapore 
Swaziland 
Tanzania 

Labour Service Net Earning s 
Million (US$) 

10 
14 

912 

15 
57 

14 

13 
19 

2,498 
173 
22 

56 
12 
18 
25 

181 
78 

165 

Labour Earnings as a Percentage of 
Merchandise Export s (%) 

62 
8.7 

43.5 

9.6 
6.4 
7.2 

9 
85 
15.5 
16.5 
2 
0.5 

37 
14.7 
37.4 
0.3 

12.8 
40.3 

* include s labour income, migrant transfers and workers' remittance 
Source: GATT (1994) 

construction, business services and maritime ser -
vices, ar e include d amon g develope d countr y 
offers bu t fe w countrie s hav e offere d acces s t o 
categories of persons beyond intracorporat e trans -
ferees. Movemen t of  person s othe r tha n 
executives an d specialist s i s require d (an d ha s 
been repeatedl y requeste d b y th e developin g 
countries) i f they are to provide services in thes e 
sectors. (Negotiations on movement of persons as 
a mode of delivery continue. ) 

Table 1 2 demonstrate s th e importanc e o f 
income fro m labou r service s t o man y 
Commonwealth developin g countries . I n th e 
case o f Bangladesh , fo r example , suc h labou r 
earnings wer e equivalen t t o ove r 4 0 per cen t o f 
merchandise export s i n 1992 . The othe r impor -
tant ite m on the export side i s tourism. Table 1 3 
indicates that many of the Commonwealth coun -
tries, especially the small island economies, have 
a ne t surplu s o n tourism . Bu t ther e i s no t a 
uniform pictur e acros s all the countries i n Table 

13. Som e o f th e primar y produc t exporter s ar e 
large ne t importer s across-the-board . A t th e 
other extreme , som e o f th e mor e industrialise d 
countries in Asia have significant servic e export s 
across al l th e broa d categorie s (includin g trans -
port an d other services which are typically debi t 
items fo r CDCs) . I n between , th e smalle r 
economies revea l comparativ e advantag e i n 
travel (tourism ) and/o r labou r income . 

The absence of improved access for non-exec-
utive labour does not mean , however, tha t ther e 
is little scope for significant futur e gain s for devel-
oping countrie s arisin g fro m th e presen t GAT S 
Agreement. O f cours e ther e woul d b e muc h 
greater potential for gains from a  more ambitiou s 
set o f offer s bu t th e entr y o f service s int o th e 
GATT framewor k provide s greate r opportuni -
ties for reapin g thes e benefit s i n future . Benefit s 
from th e curren t Agreemen t ma y com e i n a 
number o f ways, direct an d indirect . Impor t ser -
vices whose qualit y o r price ar e driven dow n b y 

THE URUGUA Y ROUN D AN D DEVELOPIN G COUNTRIES : A N ASSESSMENT 45 



Table 13: Commercial Services trade balance of Developing Regions, 1992 (billions of US dollars) 

Total 

Total Export s 174. 2 
Imports 206. 2 
Balance -32. 0 

Transport Export s 49. 0 
Imports 85. 1 
Balance -36. 0 

Travel Export s 59. 9 
Imports 50. 7 
Balance 9. 2 

Other Private Services Export s 66. 3 
and Incom e 

Imports 70. 1 
Balance -3. 8 

Source: International  Monetary  Fund,  Balance  of  Payments  Statistics  Yearbook,  Part  2,  7993 . 

liberalisation will give income gains to consumers 
in developin g countrie s an d improv e th e com -
petitiveness of domestic production a t home an d 
abroad. 

Additionally, growt h i n internationa l trad e 
and productio n arisin g ou t o f th e U R 
Agreements o n trad e i n good s i s likely t o brin g 
about a n increas e i n th e deman d fo r labou r ser -
vices, including countries such as Malaysia, fro m 
lower wage cost developing countries. Similarly , 
improved marke t acces s fo r good s an d service s 
within a particular region may create new oppor -
tunities fo r regiona l specialisatio n i n services . 
Mauritius, fo r example , ha s recentl y create d a 
freeport whic h aim s t o serv e a  regiona l ware -
housing an d distributio n centr e fo r easter n an d 
southern Africa . 

The precedin g discussio n establishe s tha t 
there ar e significan t opportunitie s fo r gain s fo r 
developing countries , eve n fro m th e relativel y 
limited multilatera l liberalisatio n implie d by the 
UR Agreement on services. This i s in terms both 
of the cos t of imported service s and of the scop e 
for growt h o f exporting i n service s i n lin e wit h 
comparative advantage . I t mus t b e recognised , 
however, that thi s comparative advantage i s not 
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Developing Regions 
Africa Asi a Lati n America 

& Caribbea n 

15.9 96. 5 38. 7 
23.5 99. 0 40. 7 
-7.6 -2. 5 -2. 0 
4.8 27. 8 9. 4 

11.0 43. 6 16. 9 
-6.2 -15. 8 -7. 5 
5.7 31. 6 17. 0 
4.3 25. 6 14. 4 

1.4 6. 0 2. 6 
6.4 37. 1 12. 4 

8.2 29. 7 9. 4 
-1.8 7. 4 3. 0 

likely at present to be in technology- and huma n 
capital-intensive services . 

It follow s tha t th e competitivenes s o f thos e 
goods and services activities, for which develop-
ing countrie s d o have a  comparative advantag e 
(and fo r which i n th e cas e of trade i n goods th e 
UR Agreemen t provide s improve d marke t 
access), wil l be influence d b y the willingnes s o f 
these countries to strengthen their services, infra -
structure an d t o increase the competitiveness o f 
supply through deregulation, privatisation, elim-
inat ion o f discriminatio n agains t foreig n 
investment, an d unilatera l improvement s i n 
market acces s fo r foreig n services . Thi s ma y 
require revision s t o investmen t code s tha t dis -
criminate against foreign investor s in the services 
sector, by reducing their eligibility for incentive s 
relative t o foreig n investmen t i n non-servic e 
sectors. Alternatively, i t may require revisions to 
legislation tha t restric t or prevent foreign invest -
ment i n specific servic e sectors, or reductions i n 
the numbe r o f service-providin g publi c enter -
prises i n whic h governmen t need s t o retain ful l 
or partia l ownership . Eve n wher e continue d 
public ownershi p i s desirable, monopol y powe r 
and resultin g inefficiencie s ca n b e reduce d b y 



allowing increased competition . This approac h 
should also be applied to utility (water , electric-
ity, telecommunications ) parastatal s wher e 
partial deregulation and increased opportunities 
for entr y b y private (loca l an d foreign-owned ) 
operators should be encouraged. For many devel-
oping countries, however, there is neither a need 
for publi c provisio n o f specifi c services , no r 
the loca l expertise o r resources to permit com -
petitive loca l supplies . Conside r th e cas e o f 
direct service s t o internationa l trader s suc h a s 
trade insurance. In many low income developing 

countries, creating a competitive trade insurance 
sector require s a  regulator y environmen t 
that permit s entr y o f foreig n insuranc e an d 
reinsurance firms. Any attempt s a t 'reserving ' 

some o f thi s insuranc e busines s t o loca l firm s 
almost certainl y result s i n a n implici t ta x o n 
trade i n goods . Restrictions o n th e opportuni -
ties of developed economie s t o take advantag e 
of thei r comparativ e advantag e i n a  rang e o f 
service activitie s hav e th e effec t o f restrictin g 
developing economies ' opportunitie s fo r trad e 
expansion in goods. 
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