
CHAPTER 1 6 

Results of market access negotiations 

Summary 
The preceding chapters describe the main features of the strengthened legal system that 
is now applicable under GATT 1994  to  trade in goods. One  of the important aims of 
this system is  to  assist  countries to  promote their economic development  through 
increased trade by removing tariffs and other barriers to trade in negotiations among 
Members. 

The seven rounds  of negotiations held prior to the Uruguay Round had considerably 
reduced the tariffs applied by developed countries to industrial products. However,  as 
the preceding chapters note, they  made very little progress in removing the quantitative 
restrictions and other non-tariff measures applicable to imports. For  instance, in  the 
industrial sector, the  developed countries' discriminatory quantitative restrictions on 
imports of textile products and clothing continued to be applied under the legal cover 
provided by the Multi-Fibre Arrangement. The rounds had also failed to  modify the 
highly protectionist  agricultural policies pursued by some developed countries which 
had almost closed their markets to competitive imports. Furthermore,  no  changes were 
made in their policies of subsidizing exports of agricultural products, which  distorted 
conditions of competition in  international trade. 

The market access negotiations in the Uruguay Round greatly improved the situation. 
The main features of the Round's results can be summarized as follows: 

• The  tariff cuts countries have  pledged to  make on industrial products are much 
higher than those of the earlier Tokyo Round. 

• By  adopting  the Agreement on  Textiles  and  Clothing,  countries have  agreed to 
phase out the restrictions maintained under the Multi-Fibre Arrangement within 
a period of 10 years, i.e.  by 1 January 2005. 

• The  Agreement on Agriculture has created a framework for gradually bringing the 
trade in agricultural products under GATT discipline  and for liberalizing trade in 
the sector. 

• Developing  countries and economies in  transition, which participated actively in 
the negotiations, have  reduced their  tariffs on both industrial and agricultural 
products. 

• Almost  all tariffs of developed countries have been bound against further increases; 
in developing and transitional economies, the  proportion of  tariffs that have been 
bound has risen significantly. 

This process of liberalization was carried further after  the conclusion of the Uruguay 
Round through  negotiations  on the  Information  Technology  Agreement,  which 
provides for the  gradual elimination of  tariffs on some 400  information  technology 
products. 



Chapter 16-  Results  of market access negotiations 183 

The 5 0 year s tha t hav e elapse d sinc e th e GATT/WT O syste m cam e int o 
existence have witnessed a  gradual improvement in access to importing market s 
through remova l o r eliminatio n b y membe r countrie s o f barrier s t o trad e i n 
eight round s o f multilateral trad e negotiations . Thi s chapte r firs t describe s the 
progress tha t too k plac e i n the las t o f thes e round s -  th e Urugua y Roun d o f 
trade negotiations . The n i t give s a n accoun t o f the trad e negotiation s whic h 
took plac e i n certain sector s o f the trade i n goods sinc e th e conclusion o f the 
Uruguay Round . Th e chapte r conclude s b y outlinin g th e step s tha t busines s 
persons will have to take to take full advantage of these liberalization measures . 

Uruguay Round of trade negotiations 

Industrial products 

Reduction in tariffs 
As a result o f the rounds o f negotiations hel d prio r to the Uruguay Round , the 
average levels of tariffs i n developed countrie s had come down fro m hig h level s 
of aroun d 40 % to abou t 10% . This averag e leve l wa s further reduce d i n the 
Uruguay Roun d b y 40% overall. Developin g an d transitiona l economie s als o 
cut thei r tariffs , bu t by a lower figur e o f 30%. Leas t develope d countrie s wer e 
not require d t o make reduction s i n their tariff s o n a percentage basi s but were 
encouraged to make token concessions by reducing tariffs o n selected products . 
All these tarif f cuts , with a  few exceptions, were to be made i n five equa l stage s 
so as to reach the final agreed rates applicable at the tariff lin e level by 1 January 
1999. 

In addition, developed countries and certain developing countries also agreed in 
the Urugua y Roun d t o eliminat e al l tariff s i n certai n sectors , th e so-calle d 
zero-for-zero sectors . These include d pharmaceuticals , agricultura l equipment , 
construction equipment , medica l equipment , furniture , paper , stee l an d toys . 
As a result of these and other concessions , the proportion of industrial product s 
entering developed country markets on an MFN duty-free basi s was expected to 
more tha n doubl e fro m 22 % to 44% . The weighte d averag e leve l o f tariff s 
applicable t o industrial product s woul d fal l from : 

• 6.3 % to 3.8% in developed countries ; 

• 15.3 % to 12.3 % in developing countries ; and 

• 8.6 % to 6% in transition economie s 

when th e process o f staged reduction s i n tariffs agree d i n the Uruguay Roun d 
was completed . 

Binding of tariffs 
Another importan t aspec t of the negotiations was the progress made in binding 
tariffs. Virtuall y al l import s int o develope d countrie s o f bot h industria l an d 
agricultural product s no w ente r unde r boun d rates ; th e proportion s fo r 
developing and transition economie s are 73% and 98% respectively. One of the 
major advantage s o f bindin g i s th e securit y o f acces s i t provide s t o foreig n 
markets. Enterprise s ca n plan th e developmen t o f thei r trad e withou t fea r o f 
duties bein g increase d o r access being restricte d b y quantitative restrictions . 

Removal of quantitative restrictions 
Equally importan t fro m th e point o f creating improve d opportunitie s fo r trade 
are th e provision s fo r phasin g ou t quantitativ e restriction s o n industria l 
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products. A s ha s bee n note d i n chapte r 14 , th e Agreemen t o n Textile s an d 
Clothing provides a  four-stage programm e fo r the elimination o f restrictions o n 
textiles and clothing by 1  January 2005. The Agreement o n Safeguard s require s 
countries applyin g voluntary expor t restraint s an d othe r gre y area measure s t o 
eliminate the m b y 1  January 2000 . 

Agricultural products 

In th e agricultura l sector , a s ha s bee n describe d i n chapte r 15 , considerabl e 
progress ha s bee n mad e i n securin g the liberalizatio n o f trade by : 

• Eliminatin g non-tarif f measure s throug h th e tarifficatio n process . 

• Bindin g tariffs an d tariffs arrive d at by tariffication agains t further increases . 

• Reducin g boun d tariff s b y 36 % i n develope d countrie s an d b y 24 % i n 
developing countries . 

• Curren t acces s an d minimu m acces s commitment s i n certai n cases . 

• Commitment s t o cu t bot h th e valu e an d th e volum e o f expor t subsidie s b y 
an agree d percentage . 

• Commitmen t t o reduc e b y a n agree d percentag e domesti c suppor t o n th e 
basis o f a n Aggregate Measuremen t o f Support . 

Post-Uruguay Round negotiations 

Negotiations i n tw o sector s o f th e trad e i n good s hav e take n plac e sinc e th e 
conclusion o f the Urugua y Round . 

Under th e Ministeria l Declaratio n o n Trad e i n Informatio n Technolog y 
Products (als o know n a s th e Informatio n Technolog y Agreemen t o r ITA) , 
adopted a t th e 199 6 Singapor e Ministeria l Conference , a  numbe r o f W T O 
member countrie s agree d t o reduc e t o zer o th e tariff s o n suc h product s a s 
computers, telecommunication s equipment , semiconductors , semiconducto r 
manufacturing equipment , softwar e an d scientifi c instruments . A s o f Apri l 
1999, IT A ha d 3 1 participant s (coverin g 4 6 Member s an d State s o r custom s 
territories in the process of acceding to WTO). Member countries are at presen t 
considering th e possibilit y o f broadenin g th e coverag e t o othe r informatio n 
technology products . 

Countries intereste d i n the trade i n pharmaceutical product s hav e also agreed t o 
add 45 0 product s t o th e lis t o f product s o n whic h the y ha d i n th e Urugua y 
Round decide d t o remov e tariff s o n a  zero-for-zero basis . 

It i s importan t t o not e tha t althoug h th e negotiation s t o eliminat e tariff s o n 
information technolog y product s an d pharmaceutical s too k plac e amon g a 
limited number of countries, the concessions made will be extended on an MF N 
basis t o al l countries . 

Assessment of liberalization gains from the Uruguay Round 

From the point of view of business enterprises deciding on marketing strategies , 
it is important t o be aware of the gains - i n income an d trad e - tha t coul d flow 
from thes e liberalizatio n measures . 
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WTO, othe r internationa l organization s an d research institution s hav e carrie d 
out macroeconomi c studie s t o asses s th e impact whic h th e implementation o f 
the Urugua y Roun d commitment s coul d hav e o n worl d trad e an d worl d 
income. 

Income and trade gains: estimates and reality 

Estimates 
Broadly speaking , thes e studie s estimate d that , whe n full y implemented , th e 
liberalization measure s agree d b y governments woul d boos t worl d incom e b y 
1% a year or by between US$ 200 billion and US$ 500 billion annually . Worl d 
trade volume s woul d ris e by 6% to 20% yearly dependin g o n the assumption s 
made i n the studies . Thes e growt h rate s woul d b e over an d above th e annua l 
increase o f 4 % i n worl d trad e tha t wa s expecte d t o tak e plac e eve n i f th e 
Uruguay Roun d result s were no t implemented . 

More tha n one-thir d o f the benefits wer e expecte d t o flow from th e removal of 
restrictions on imports of textiles and clothing products, and one-third fro m the 
liberalization o f regimes on other industria l products . Agriculture was expected 
to contribut e betwee n 10 % to 30%. 

These gain s woul d not , however , b e share d equall y amon g al l countries . The 
major beneficiarie s wer e expecte d t o b e develope d countrie s an d developin g 
countries which had reached highe r stages of development and whose exports of 
textiles were subjec t t o restrictions. Countries i n Africa an d the least develope d 
countries woul d benefi t onl y marginally , i f a t all , fro m th e liberalizatio n 
measures. 

The reality 
Most analyst s no w consider tha t actua l incom e an d trade gain s ma y be muc h 
smaller tha n foreseen . Problem s pose d b y measurement methodologie s an d by 
the numerou s factor s whic h i n practic e canno t b e easil y assesse d ma y be one 
reason. Th e othe r equall y importan t reaso n i s th e failur e o f tw o basi c 
assumptions t o materialize . 

First, i n makin g th e estimates , th e analyst s assume d tha t countrie s woul d 
implement thei r commitment s fully , i.e . not merely in the letter but also in the 
spirit i n which thes e commitment s wer e made . Thi s assumptio n ha s not bee n 
borne ou t b y th e fact s an d ther e ha s bee n significan t backslidin g i n th e 
implementation o f commitments i n the two sectors - textile s an d agriculture -
in which majo r gain s were expecte d followin g liberalization . 

As regard s textiles , a s has been note d i n chapte r 14 , the develope d countrie s 
maintaining restriction s wer e abl e to implement th e first tw o phases withou t a 
significant reductio n i n restriction s o n imports . The y di d thi s b y takin g 
advantage o f th e flexibility  availabl e unde r th e relevan t provision s o f th e 
Agreement on Textiles and Clothing. As a result, i t is now clear that the bulk of 
the restriction s wil l b e withdraw n onl y durin g th e las t stag e o r o n th e day 
( 1 January 2005) th e Agreement i s terminated. The expected dramati c increas e 
in th e trad e i n textile s ma y therefor e remai n illusor y durin g mos t o f th e 
transition perio d o f 1 0 years. 

In agriculture , a  larg e numbe r o f tropica l product s i n whic h developin g (an d 
particularly leas t developed) countrie s ha d an export interes t were entering the 
markets of developed countrie s duty free  o r at low duty rates on either an MFN 
or a  preferentia l basi s eve n prio r t o th e launchin g o f th e Urugua y Round . 
Consequently, furthe r reduction s ma y no t b y themselve s hav e a  perceptibl e 
influence o n the trade in these products . As regards temperate zon e agricultura l 
products lik e cereal s an d meat , i t no w appears tha t th e calculation s o f tarif f 
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equivalents sometime s over-estimate d th e incidenc e o f non-tarif f measure s 
(this i s often referre d t o a s 'dirty tariffication') . Th e resul t i s that, fo r a  numbe r 
of products , th e leve l o f protectio n provide d b y th e ne w tarif f rate s eve n afte r 
reductions are made may be considerably higher than that existing previously. 

The secon d assumptio n th e analyst s mad e wa s tha t th e world econom y woul d 
continue t o grow at an even pace and tha t ther e would no t be any downturn i n 
growth an d trade . Thes e expectation s hav e bee n belie d b y th e Asia n financia l 
crisis whic h bega n i n mid-1997 , Japan' s poo r economi c performanc e an d th e 
failure o f th e Russia n econom y t o reviv e i n 1998 . I t i s now clea r tha t wit h th e 
consequential substantia l reduction i n economic growth, there will be an overal l 
slowdown i n th e valu e o f worl d trad e fo r a t leas t a  year an d eve n longe r a s a 
result of the lack of demand i n Asian market s an d th e genera l decline in oil an d 
other commodit y prices . 

Business implications 

Varying impact on exports from different countries 

It is thus clea r that incom e an d trade benefit s ma y be much les s than estimate d 
in th e macroeconomi c studies , an d som e gain s ma y eve n b e negate d b y th e 
recent downturn i n the world economy. I n addition , a t least for som e products , 
the implementation o f commitments coul d have a  varying impact on the expor t 
trade o f individua l countries . Thus , developin g countrie s whic h enjo y 
preferential acces s i n thei r majo r develope d impor t market s ma y fin d tha t th e 
preferential margi n o n thei r expor t product s ha s bee n reduce d a s a  resul t o f 
reductions i n MF N tariffs . Th e exten t o f thi s possibl e advers e impac t wil l 
depend on how far the preferential acces s was meaningful i n trade terms, takin g 
into accoun t suc h factor s a s the product' s qualit y and price . For textiles , wher e 
restrictions ar e applie d o n a  discriminatory basis , the impac t o f the remova l o f 
restrictions coul d var y fo r differen t supplyin g countries . Bo x 3 7 look s a t th e 
impact o f the remova l o f MFA restrictions o n textil e products . 

Studies a t th e micro-leve l (produc t o r produc t secto r level ) wil l hav e t o b e 
undertaken t o identif y th e impac t o f th e Urugua y Roun d commitment s o n 
different products . These studie s wil l have t o b e supplemente d b y research on , 
and analysi s of , potentia l deman d i n liberalizin g markets . Suc h analyse s o f 
demand shoul d enabl e enterprise s t o formulat e a  strategy fo r takin g advantag e 
of ne w opportunitie s and , wher e necessary , t o adap t t o th e competitiv e 
situation a s it changes with the gradua l implementatio n o f the Uruguay Roun d 
commitments. 

Undertaking suc h studie s ma y be beyond th e technica l an d financia l resource s 
of individual enterprises , particularly SMEs . In such instances, the initiative fo r 
carrying out the studie s may have to be taken by national foreign trad e researc h 
institutes o r by associations o f industries an d chamber s o f commerce . I n doin g 
so, the y ma y nee d financia l assistanc e fro m thei r governments . Internationa l 
organizations coul d carry out studie s on selecte d product s o r assist the relevan t 
institutions an d association s i n differen t countrie s i n undertakin g them . 

Marginalization of developing and least developed countries 

As note d earlier , macroeconomi c studie s expecte d th e majorit y o f developin g 
countries an d mos t leas t develope d countrie s t o obtai n onl y mino r benefits , i f 
any, fro m th e liberalizatio n measure s take n durin g th e Urugua y Round . Th e 
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Box 37 
The impact of the removal of MFA restrictions on textile products 
In comparison to  rates on other manufactured products, tariff  rates on textile imports 
will continue to be high, even when the reductions agreed during the Uruguay Round 
are fully implemented.  The  main gains for trade  are therefore expected to result from 
the removal of restrictions in  some developed countries. 

Restrictions on imports lead to a rise in the prices of imports, as supplies tend  to he 
insufficient to meet demand. Import  restrictions thus penalize consumers, who  have to 
pay higher prices. As to  whether the importer or the exporter benefits from the  premium 
resulting from the  high price depends on where the licensing system is  administered. If 
it is at the importing end, the  importer is able to capture part of the difference between 
the normal import price and  the  wholesale price in the  importing country. On the 
other hand,  if  the  licences  are  issued  by the  exporting  countries, exporters can 
appropriate part of  the premium by charging higher export prices. 

Under the Agreement on Textiles and Clothing, the  licences required for administering 
restrictions are  issued by exporting countries. When quota  restrictions are  removed, 
exporting enterprises will  not be able to claim the premium and will  have to charge 
lower export prices. The  decline in the value per unit of exports is expected to be offset by 
a rise in  earnings  as export  volumes grow following the  removal  of restrictions. 
However, the growth of trade will in practice depend on the elasticity of demand (i.e. 
whether demand will  increase with  the  fall in  prices). Demand for textiles  in  most 
restraining markets is generally assumed to be elastic. But,  at  the enterprise level, the 
main issue is whether it is elastic for the  particular category of textiles - say,  shirts and 
children's clothes - which  the enterprise is  exporting and on which restrictions have 
been removed.  If  it  is  not,  the  enterprise  may not  benefit  from the  removal  of 
restrictions and may even lose  unless it  is able to diversify its  production and exports 
into lines for which  demand  is elastic. 

The removal  of restrictions  will lead  to  increased  competition  among supplying 
countries in the restraining importing market. As restrictions  under ATC are  applied 
on a  discriminatory  basis, the  impact  of  such competition on different  supplying 
countries could  vary. For instance, exporting firms in  country  A, whose  exports  of 
shirts and children's  clothing  are restricted, may  have  to develop strategies  to  take 
advantage of  the  removal  of restrictions.  On the  other  hand, suppliers  in other 
countries whose exports of such textile products were not restricted will have to prepare 
themselves to  meet increased competition from the  suppliers in  country A. (See  also 
chapter 14 on  the Agreement on Textiles and Clothing) 

decline i n commodit y price s an d th e difficultie s tha t hav e occurre d i n th e 
implementation o f th e Agreement s hav e brough t abou t th e furthe r 
marginalization o f these countrie s i n internationa l trade . 

In orde r t o preven t an y furthe r deterioratio n o f thi s situation , a  numbe r o f 
developed countrie s have , i n pursuanc e o f decision s take n a t th e High-Leve l 
Meeting o n Integrate d Initiative s fo r LDCs ' Trad e Development , broadene d 
the coverage of their generalized system s o f preferences, with a  view to allowin g 
the impor t o f al l product s o f expor t interes t t o thes e countrie s o n a  duty-fre e 
basis. A  fe w developin g countrie s hav e als o decide d t o adop t system s fo r 
importing selecte d product s fro m thes e countrie s o n a  preferentia l basis , whil e 
proposals fo r introducin g suc h system s ar e unde r consideratio n i n som e othe r 
countries. Thes e action s ar e bein g complemente d b y integrate d technica l 
assistance to these countries a t the enterpris e leve l from WTO , UNCTAD, IT C 
and othe r internationa l organizations ; th e ultimat e objectiv e i s t o buil d u p 
national capacitie s fo r productio n an d supply . 
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Potential for expanding trade with developing countries 

In this context, it is necessary to bear in mind an important aspect of the Uruguay 
Round. This is the further stimulus it has provided to the liberalization process in 
both developin g an d transitiona l economies . Th e launchin g o f th e Urugua y 
Round almos t coincide d wit h a  change-ove r t o mor e ope n an d libera l trad e 
policies, eve n i n developin g countrie s whic h unti l the n ha d followe d mor e 
restrictive trade policies. By about the same time, the transition economies were 
taking initial steps towards market reform, privatization and the reorientation of 
economic an d trad e policies . Bot h group s o f countrie s consolidate d i n th e 
Uruguay Round their earlier unilateral tariff reductions either by binding them at 
reduced rate s o r b y givin g ceilin g bindings . Thes e tariff s ar e expecte d t o fal l 
further, i n some cases even below the reductions agreed in the Uruguay Round . 
This wil l resul t fro m th e additiona l liberalizatio n measure s tha t a  numbe r o f 
countries are taking or propose to take on a unilateral basis in pursuance of their 
policies of promoting export-oriented growth . 

The reduction s i n tariff s o n a n MF N basi s could , i n certai n cases , lea d t o a 
decline i n th e preferentia l margin s o n product s tha t ar e covere d b y regiona l 
preferential arrangements19 or by interregional arrangements among developing 
countries20. The MFN tariff rate s of most developing countries participating in 
such preferential systems will, however, continue to be relatively high even after 
reductions, with the result that the preferential margins , though narrower, may 
still provide meaningful trad e benefits . 

But mor e importan t tha n tarif f reduction s ar e th e step s take n b y developin g 
countries to liberalize their non-tariff measures . These reduce or remove quota 
restrictions on , an d licensin g requirement s for , import s an d provid e fo r th e 
liberal allocation of foreign exchange to the import trade. In the past, non-tarif f 
restrictions blocked the development of trade in products on which preferentia l 
concessions wer e exchange d unde r regiona l o r interregiona l preferentia l 
arrangements. Th e liberalizatio n o f impor t regime s coul d provid e a  ne w 
stimulus to the expansion o f this trade on both MFN and preferentia l terms . 

Traditionally, man y enterprise s (particularl y i n som e developin g countries ) 
have concentrate d o n market s i n developed  countries . Th e ne w marke t 
opportunities tha t have been created by liberalization measure s in developing, 
least developed and transition countries (take n unilaterally or under structura l 
adjustment programme s supporte d b y the Internationa l Monetar y Fun d an d 
the World Bank ) shoul d no w encourage enterprise s i n these countrie s t o give 
equal, if not greater importance, to trade development amon g themselves. 

19 Suc h as the Common Market for Eastern and Southern Africa (COMESA ) and the Economic 
Community o f Wes t Africa n State s (ECOWAS ) i n Africa , th e Associatio n o f South-Eas t 
Asian Nation s (ASEAN ) i n Asia , an d th e Asociació n Latinoamerican a d e Integració n 
(ALADI) in Latin America. 

20 Suc h as the Global System of Trade Preferences (GSTP) . 
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