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WTO, other international organizations and research institutions have carried
out macroeconomic studies to assess the impact which the implementation of
the Uruguay Round commitments could have on world trade and world
income.

Income and trade gains: estimates and reality

Estimates

Broadly speaking, these studies estimated that, when fully implemented, the
liberalization measures agreed by governments would boost world income by
1% a year or by between US$ 200 billion and US$ 500 billion annually. World
trade volumes would rise by 6% to 20% yearly depending on the assumptions
made in the studies. These growth rates would be over and above the annual
increase of 4% in world trade that was expected to take place even if the
Uruguay Round results were not implemented.

More than one-third of the benefits were expected to flow from the removal of
restrictions on imports of textiles and clothing products, and one-third from the
liberalization of regimes on other industrial products. Agriculture was expected
to contribute between 10% to 30%.

These gains would not, however, be shared equally among all countries. The
major beneficiaries were expected to be developed countries and developing
countries which had reached higher stages of development and whose exports of
textiles were subject to restrictions. Countries in Africa and the least developed
countries would benefit only marginally, if at all, from the liberalization
measures.

The reality

Most analysts now consider that actual income and trade gains may be much
smaller than foreseen. Problems posed by measurement methodologies and by
the numerous factors which in practice cannot be easily assessed may be one
reason. The other equally important reason is the fajlure of two basic
assumptions to materialize.

First, in making the estimates, the analysts assumed that countries would
implement their commitments fully, i.e. not merely in the letter but also in the
spirit in which these commitments were made. This assumption has not been
borne out by the facts and there has been significant backsliding in the
implementation of commitments in the two sectors — textiles and agriculture —
in which major gains were expected following liberalization.

As regards textiles, as has been noted in chapter 14, the developed countries
maintaining restrictions were able to implement the first two phases without a
significant reduction in restrictions on imports. They did this by taking
advantage of the flexibility available under the relevant provisions of the
Agreement on Textiles and Clothing. As a result, it is now clear that the bulk of
the restrictions will be withdrawn only during the last stage or on the day
(1 January 2005) the Agreement is terminated. The expected dramatic increase
in the trade in textiles may therefore remain illusory during most of the
transition period of 10 years.

In agriculture, a large number of tropical products in which developing (and
particularly least developed) countries had an export interest were entering the
markets of developed countries duty free or at low duty rates on either an MFN
or a preferential basis even prior to the launching of the Uruguay Round.
Consequently, further reductions may not by themselves have a perceptible
influence on the trade in these products. As regards temperate zone agricultural
products like cereals and meat, it now appears that the calculations of tariff
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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 developing and transitional economies. The launching of the Uruguay
Round almost coincided with a change-over to more open and liberal trade
policies, even in developing countries which until then had followed more
restrictive trade policies. By about the same time, the transition economies were
taking initial steps towards market reform, privatization and the reorientation of
economic and trade policies. Both groups of countries consolidated in the
Uruguay Round their earlier unilateral tariff reductions either by binding them at
reduced rates or by giving ceiling bindings. These tariffs are expected to fall
further, in some cases even below the reductions agreed in the Uruguay Round.
This will result from the additional liberalization measures that a number of
countries are taking or propose to take on a unilateral basis in pursuance of their
policies of promoting export-oriented growth.

The reductions in tariffs on an MFN basis could, in certain cases, lead to a
decline in the preferential margins on products that are covered by regional
preferential arrangements!? or by interregional arrangements among developing
countries?’. The MFN tariff rates 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 trade benefits.

But more important than tariff reductions are the steps taken by developing
countries to liberalize their non-tariff measures. These reduce or remove quota
restrictions on, and licensing requirements for, imports and provide for the
liberal allocation of foreign exchange to the import trade. In the past, non-tariff
restrictions blocked the development of trade in products on which preferential
concessions were exchanged under regional or interregional preferential
arrangements. The liberalization of import regimes could provide a new
stimulus to the expansion of this trade on both MEN and preferential terms.

Traditionally, many enterprises (particularly in some developing countries)
have concentrated on markets in developed countries. The new market
opportunities that have been created by liberalization measures in developing,
least developed and transition countries (taken unilaterally or under structural
adjustment programmes supported by the International Monetary Fund and
the World Bank) should now encourage enterprises in these countries to give
equal, if not greater importance, to trade development among themselves.

19 Such as the Common Market for Eastern and Southern Africa (COMESA) and the Economic
Community of West African States (ECOWAS) in Africa, the Association of South-East
Asian Nations (ASEAN) in Asia, and the Asociacién Latinoamericana de Integracién
(ALADI) in Latin America.

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