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1. Background

At the invitation of the World Trade Organi zation, the UN ECE
secretariat participated in the WIO M nisterial Conference in Seattle (30
Novenber — 3 Decenber 1999) and submitted two papers for circulation anong the
del egates of the conference. These papers, entitled “Transition countries and
the WIO' and “Trade facilitation - the role played by the United Nations in
setting global rules”, are attached as Annexes | and Il to this note.

The UN/ ECE has al ways been strongly committed to the support of economc
cooperation in Europe and North America. W believe that such cooperation
which also inplies the |iberalization of trade and the devel opment of
production |inks ampbng countries, is a vital prerequisite for econonmc
prosperity and, consequently, political stability and security in the European
region. The integration of central and eastern Europe and the CIS into the
Eur opean and world econony, including their full participation in the WIQ, is
of utnost inportance for the attainment of these goals. This is even nore
evident in the light of the urgent need many of them have to restructure and
upgrade their econonic potential, and to curb inmbalances in their foreign
trade resulting fromlagging international conpetitiveness.

2. Current situation with regard to WO nenbership
The degree to which transition econom es have established formal 1inks
with the WO and, hence, could potentially reap benefits fromliberalized

trade anong WIO nenbers vari es considerably. Three broad, though not very
honpbgeneous groups of countries can be distinguished in this regard:
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(a) Menbers of the WIO (10-11 countri es)

To date, WIO nenbershi p has been extended to nine central and eastern
Eur opean transition econom es (Czech Republic, Estonia, Hungary, Pol and,
Sl ovenia, Bulgaria, Latvia, Romania and Sl ovakia). These countries have
mai ntai ned relatively liberal trade regines and are generally nore advanced in
i mpl enenting market reforns. Anbng the WIO nenbers fromtransition econom es
is also the only CIS country that has so far succeeded to becone a nenber -
Kyrgyzstan. |In addition, negotiations have been concl uded with Georgia which
will formally accede to the WIO upon ratification of the agreements in the
country itself.

(b) Countries currently negotiating WO nenbership (13 countri es)

Most of the renmmining transition econom es have applied for WO
menbership and are currently at different stages of the negotiation process.
Two Bal kan countries (Al bania, Croatia), Lithuania and sonme smaller CI'S
countries (Arnmenia, Republic of Ml dova) are already fairly advanced in this
regard and it is expected that they could join the WO rel atively soon.

However, the negotiation process will apparently be nore tinmeconsum ng
for candidates fromthe other transition countries, either due to the size
and, at times, painful inplications of the reforns required, politica
instability or a lack of clarity within the country as to the bal ance between
costs and benefits of WO nenbership. Additional obstacles are the limted
resources, and the linmted analytical, policy-nmaking and negotiating
experience in the governnent institutions of nost applicant countries,
irrespective of the stage of their negotiations for WIO accessi on. Anpng
countries that have applied but whose nmenbership will probably take | onger are
Azerbaijan, Belarus, Bosnia and Herzegovi na, Kazakhstan, the former Yugoslav
Republ i ¢ of Macedoni a, Russian Federation, Ukraine and Uzbeki st an.

(c) Countries that have not yet applied for WO nmenbership (3 countries)

This is a limted group of three transition econom es — Yugosl avi a,
Turknmeni stan and Taji ki stan. The decision to apply for WIO nenber shi p has been
del ayed by internal political difficulties or slower progress of narket
refornms. Nevertheless, Tajikistan has already signalled its intention to apply
soon. It can therefore be expected that this group could gradually be
integrated into the preceding one. Therefore, the problens faced by these
three countries in relation to the WO are likely to be sinilar to those in
t he previous group.

3. Transition countries and their policies in relation to the WO

Those transition countries that are already nmenbers of the WIO and are
now appl ying for EU nmenmbership (Czech Republic, Estonia, Hungary, Pol and,
Sl ovenia, Bulgaria, Latvia, Lithuania, Romania and Sl ovakia) see EU accession
as their top political priority. It is therefore likely that they will align
thensel ves to the EU position in any future round of WIO negoti ati ons.

For countries not yet considered eligible for EU menbership, the WO
represents another avenue towards integration into the world trading system
Consequently, it is likely that they will conduct their accessi on negotiations
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with a viewto resolving substantive issues as quickly as possible, thereby
openi ng the door for full WO nenbership

Past experience shows that the negotiation process tends to be
relatively long (the average period for npst transition countries exceeds five
years). In order to accelerate the progress of accession, it has been
suggested that a “fast-track” procedure be used. However, the success of this
approach will largely depend on the capability of candidate countries to align
thenmsel ves quickly to the existing WiOrules. In these efforts, despite their
commitrment to proceed faster with necessary policy changes and institutiona
refornms, applicant countries will continue to be faced with a |ack of
resources to inplenment the required changes and effectively to conduct WO
negoti ati ons.

4. Assistance in WO negoti ations

The WIO Secretariat has resource constraints in responding to all the
requests from devel oping and transition countries for technical assistance on
the inplenmentati on of existing agreenents, accession issues and, in the
future, also negotiations concerning new areas that could be taken up in the
next WIO round. At the same time, the UN ECE has accunul ated, in its various
di vi si ons, considerable expertise in many areas that are or may becone topics
of WIO negotiations. Anbng them are trade and transport facilitation
technical barriers to trade (in particular, activities linked to standards in
different sectors), protection of intellectual property rights, investnent,
and trade aspects of environnental issues.

The Committee for Trade, Industry and Enterprise Devel opnent is
therefore asked to confirmthe willingness of the UNVECE, working in
cooperation with other international organizations and in sectors in which it
has devel oped specific expertise, to support its member countries in the
process of accession to the WIQ, inplenentation of WO rul es and parti ci pation
in the next round of nmultilateral trade negotiations.

UN ECE nenber States engaged in accession negotiations or, in the
future, new WO rounds, are invited to make full use of the UN ECE s
conpet ence and al so seek advice fromthose transition countries which
participated in previous rounds of WO negoti ations or which have successfully
conpl eted the accession procedure in recent years. The pool of experts
available in these countries could be used to give advisory services in
specific areas, in collaboration with respective national Governnents and
under the guidance of the UN ECE
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TRANSI TI ON COUNTRI ES AND THE WO

Note fromthe UN ECE secretariat to the WO M nisterial Conference in Seattle
30 Novenber-3 Decenber 1999

Executive Summary

Trade |iberalization can stimulate gromh and enpl oynment but not al
countries have been able to benefit from open trade, nor have all restrictions
to trade been elinminated. The UN ECE has |ong been active in supporting
devel opnent of trade in Europe and it is vitally interested in extending WO
menbership to all countries in the region. Many transition countries are not
yet WIO nenbers, mainly because they have been unable to effectively conduct
accession negotiations and fulfil institutional and policy conditions required
for menbership.

The process of extending WO nenbership to non-nmenber transition
countries should be accel erated through adopting a “fast track” procedure and
t hrough extendi ng techni cal assistance and advice to candi date transition
countries. Non-nenber transition countries should be invited to participate in
the new round of nultilateral trade negotiations as partici pants-observers.
The UNVECE is ready to provide, in collaboration with other internationa
organi zati ons and nenber governments, necessary technical assistance in the
accession process and in the new round negoti ati ons.

Trade |iberalization stimulates growth and enpl oynent ...

The present ministerial conference of WIO nenber countries provides an
i mportant opportunity to assess progress to date in the area of trade
liberalization. It also gives the nenber countries a chance to inprove further
the international trading system Many countries have yet to benefit
significantly fromopen trade and many feel increasingly marginalized fromthe
mai nstream of the gl obalizing world econonmy. The United Nations Economnic
Commi ssion for Europe (UN ECE) has a special responsibility as an advocate for
the interest of its Menber States with economies in transition. It is with
this goal in mnd that the UNVECE secretariat submits this paper to the WO
M nisterial session in 1999 in Seattle.

Li beralization of international trade can stinmulate growth and
enpl oynment through expansi on of markets, better allocation of resources across
countries and regions, and inproved efficiency of production capacity
utilization. The | ast several decades have seen inpressive progress in
removing trade barriers and maki ng national trade policies nore transparent
and less restrictive. The changes have all owed for an unprecedented expansion
of international trade, contributing to accel erated econonic growh and nore
prosperity throughout the world. The key role in this process has been pl ayed
by GATT/WIO through initiating, preparing and inplenmenting a series of
multilateral trade agreements ained at stinulating free trade and investnment.

.but not all restrictions to trade have been eli m nated...
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But not all restrictions to trade have been elinm nated, nor have all the
countries been able to take full benefits fromtrade |iberalization.
Agricultural trade remains severely distorted because of protectionist
measures i nposed by many industrialized countries, while trade in various
services, such as finance, insurance, and tel ecomunication, is stil
controlled by national policies. Access to markets of industrialized countries
for many manufactures is restricted because of various contingent protection
measures, including anti-dunping procedures and saf eguards cl auses.
Conpetition in international markets is seriously hanpered by the absence of
internationally recognized rules of state aid, public procurenent and
protection of intellectual property. Social protection neasures and
environnental standards differ wi dely across countries. |Inplenmentation of nany
WIO agreenents | eaves nmuch to be desired, as denonstrated by the very sl ow
progress in phasing out restrictions under the Milti-Fiber Agreenment.

As a result of these and other distorting policy nmeasures, the benefits
of progressive trade liberalization have not only been smaller than they could
possi bly be, but also they have been unevenly distributed anong indivi dua
countries. It has been now wi dely recogni zed that the inpact of trade
i beralization on devel oping countries and on those with economes in
transition and their growh performance has been in many cases rat her
di sappointing. It is also believed that inportant trade concessions granted by
devel opi ng countries under the Uruguay Round agreenents have not been matched
by sufficiently inproved access to markets of industrialized countries.

Mor eover, the benefits of trade |iberalization have not been shared by a | arge
group of countries that are not WO nmenbers. WIO nenbershi p, now extended to
some 135 countries, is still far fromuniversal. There are currently sone
thirty devel oping and transition countries that wish to join WIQO, but the
accession has been long and difficult.

Clearly, there is an urgent need to further devel op and i nprove the
international trading system In this context, the UN ECE fully supports the
WO initiative to launch a new round of nmultilateral trade negotiations, ained
at further reducing barriers to trade and i nvestnment and ensuring better and
nore equitable distribution of gains fromfree trade anong nations and within
t hem

At the sane tine, the UN ECE believes that nore attention should be
devoted to fully including the transition countries of central Europe and the
CISin the WO system The debate on the agenda for the future round of
mul tilateral trade negotiations has been dom nated by two opposing
perspectives. Industrialized countries are mainly interested in further
liberalization of trade in services and in inposing universal |abour and
envi ronnent al standards. Devel opi ng countries, by contrast, seek better narket
access through special and differentiated treatnent clauses. These are both
legitimate i ssues and shoul d be addressed seriously if a balanced outcone is
to be expected fromthe new round.

But there is a risk that under such an agenda sonme specific needs and
interests of transition countries nmay not receive sufficient attention. First,
many transition countries are not WO nenbers and their voice nmay not be
heard. Second, those who are nmenbers are likely to face serious difficulties
in pursuing their legitimte objectives in the new round. For politica
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reasons, and being associated with the European Union, nany transition
countries are likely to realign their positions with that of the EU and OECD
countries. However, their economc interests could be better served by
supporting the proposals to strengthen and consolidate traditional GATT/ WO
trading rules in areas such as contingent protection nmeasures, agricultura
subsidies or tariff spikes. Unless these issues are included high on the
agenda, the vital interests of transition countries may not be secured in the
new round.

..and the UN ECE has | ong been active in supporting devel opnment of trade in
Eur ope.

The UNVECE is a regional organization with a strong comrtnent to
support econoni c cooperation in Europe and North Anmerica. W firmy believe
that prosperous growth of nations crucially depends on devel opi ng unrestricted
trade, production Iinks and other econonic contacts anong nations.

I nternational econom c cooperation and integration is also an inportant factor
contributing to political stability and security.

The fall of conmunismin 1989-1991 and the universal adoption of free
mar ket refornms and denocratic principles in the countries of the former Soviet
bl ock opened up a uni que opportunity to expand cooperation across the two
parts of the continent and to build a united and prosperous Europe. But this
is still only a prospect. A |lot has been done during the |ast decade, but the
continent remains divided. While several nore advanced transition countries
are making rapid progress in integrating their economes with internationa
mar kets and are likely to join the European Union within a few years, many

others are still struggling to restore elementary stability and overcone
recession. Large disparities in the |evel of economc and institutiona
devel opnent still persist anong European countries. These are worrying

synptonms. We see an urgent need to make nore efforts to strengthen cohesion
and avoid the emergence of new dividing lines on the continent. Supporting
econoni ¢ cooperation, renoving trade restrictions and extendi ng WO nenber shi p
to |l ess successful transition countries of south-east Europe and the CI'S would
be an inportant step in this direction.

The UN ECE has al ways been involved in promoting trade and investnent
across the region. Over many years, our organization has made inportant
contributions in the field of trade facilitation and devel opment. These
include a variety of programmes to inprove the regulatory environnent and
institutions supporting trade in areas such as custons and statistics,
effective use and i nplenentation of intellectual property rights, cross-border
tradi ng, standardization, devel opnent of international trade partnerships and,
nore recently, electronic trade. |In those and other areas UN ECE has
supported and suppl enented work of other organizations, such as WIQ, OECD
UNCTAD and the EU

Benefits fromtrade liberalization depend on the nunber of countries
participating in nultilateral trade arrangenments under WO...

It is well known that benefits fromtrade |iberalization under a
mul tilateral trade arrangement depend on the scope of its geographica
coverage. The nmore countries participate, the larger are potential benefits,
because tradi ng partners can exploit advantages of |arger markets and nore
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production opportunities. WIO nenbershi p has increased substantially during
recent years, but still, many devel oping and transition countries are not WO
menbers. Non-nmenber countries do not participate in the existing trade
agreenents, nor are they able to pronmbte new initiatives or spell out their
preferences and concerns.

I ncl udi ng non-nmenber countries in the WO system and ensuring their
participation in the new round of trade negotiations would serve well their
econoni ¢ devel opnent objectives. It has been recogni zed that WO nenbership
of fers a nunber of inportant benefits: it strengthens donestic policies and
institutions for the conduct of international trade, it inproves access to
export markets and it offers access to an efficient and unbi ased di spute
settl ement mechani smfor trade issues.

But maki ng WO nenbershi p nore universal would also contribute to
further expansion of world trade. It is in the interest of the incunbent
menber countries to extend WO nenbership to as many countries as possible in
order to renove renmining trade barriers, assure nore transparency in nutual
trade and establish better conditions for open and fair trade throughout the
wor | d.

The UNVECE is vitally interested in extending WIO nenbership to al
countries in our region. Bridging the gaps between nore advanced and | ess
advanced countries is one of our strategic goals and a fundamental part of our
mandat e. Achieving uniformty and transparency of trade regul ations and
policies under WO can be an inportant factor working in favour of closer
i ntegration and cooperation in Europe.

..but many transition countries are not yet WIO nenbers...

Until now WIO nenber shi p has been extended only to eight centra
Eur opean transition countries (Bulgaria, Czech Republic, Hungary, Latvia,
Pol and, Rommni a, Slovakia and Sl ovenia) and one CI'S country (Kyrgyzstan).
Those countries have maintained relatively liberal trade reginmes and are
generally more advanced in inplenenting market refornms. Most of the other
transition countries have applied for WO nenbershi p and are now at vari ous
stages of the accession process. Estonia closed the negotiations in May 1999
and ratified the accession protocol in October, while negotiations with
Georgia have been practically conpleted, opening the way for ratification
within the next two-three nonths. OQther countries being at a fairly advanced
stage of negotiations and expected to join WO soon — probably in early 2000 -
i nclude Croatia, Albania, Lithuania, Arnmenia and Republic of Ml dova. Stil
other countries are at various phases of the negotiation process, including
the Russian Federation, Ukraine, Uzbekistan, Kazakhstan, Azerbaijan, Bel arus,
Bosni a and Herzegovi na, and The fornmer Yugoslav Republic of Macedoni a.

Qut of all eighteen non-WO nenber transition countries of centra
Europe and the CI'S, fifteen applied for WO nenbershi p, but have not been
admtted yet. Only three have not yet formally applied for menbership
Yugosl avi a, Turkneni stan and Tajikistan; but the latter country has recently
signalled an intention to apply soon. Among the applicant countries, many of
t hem have been in the negotiation process for quite sone tinme — e.g. Al bania
since 1992, Russia, Belarus, Ukraine and Croatia since 1993, Lithuania and the
former Yugoslav Republic of Macedonia since 1994, and Kazakhstan since 1996.
At present (Novenber 1999) the average period since the initial application
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and establishment of the Working Party for accession for the fifteen applicant
countries is nmore than five years — and will probably be extended further as
negoti ations with nost applicants are not likely to be conpleted any tine
soon.

..mai nly because they have been unable to effectively conduct accession

negotiations and fulfil institutional and policy conditions required for
menber shi p
The reasons for which achi eving WO nenbership takes so long fall into

several categories. First, there may be internal political reasons behind the
| ack of progress in the accession process. Wak commitnment on the part of the
applicant governnent to follow through on the initial decision to apply for
menbership may reflect protectionist pressures frominfluential domestic

| obbies. Internal political instability in an applicant country or contentious
policy issues between an applicant and one or nmore WIO nenbers can al so be

i mportant reasons for delaying the accessi on process.

Second, the process of accession is inherently conplex and tinme-
consunmi ng and applicant countries may sinply be unable to rapidly fulfil |egal
and econonic conditions required for nenbership. The very preparation of the
Menmor andum on the Foreign Trade Regine may present serious difficulties for
governments with nodest resources and limted analytical and policy-naking
capabilities. Al so, the subsequent phase of questions and answers and the
necessary |l egislative process may take a very long tine because of the |ack of
appropriate institutional and technical capacities. The necessary conditions
for nmenbership often call for extensive donmestic refornms, including
di scontinuation of state trading practices, inplenenting functioning nmarket
institutions, liberalizing trade reginmes and establishing transparent trade
and exchange rate policies. The required reforns involve extensive and
sonmeti mes fundanmental changes in domestic |egislation pertaining to trade and
i nvestment as well as the role of the state in the economy, which in turn
require a clear vision, professional expertise and effective political action

The | ack of necessary resources in transition countries to inplenent the
requi red changes and/or to effectively conduct negotiati ons has been the
single nost inportant constraint in speeding up the accessi on process.

Finally, and especially in the case of sonme larger transition countries
(Russi a, Ukraine), the accession process may be slowed down because of
difficulties with assessing the bal ance of costs and benefits associated with
WIO nenbership and its inpact on the donestic econony.

The process of extending WO nenbership to transition countries should be
accel erated through adopting a “fast track” procedure...

It should be strongly enphasized that the speed of the accession process
depends primarily on whether the applicant country is willing and able to
expeditely introduce necessary policy changes and institutional refornms. In
nost cases the reasons for delay in the accession procedures are |ocated on
the applicant country’'s side. But the pace of accession negotiations could and
shoul d be radically accelerated al so through sone specific actions undertaken
by WIO nenber countries. Two broad initiatives can be contenpl ated.
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First, a “fast-track” approach should be adopted with respect to those
transition countries that have opened up negotiations with WO, nake
consistent efforts to neet necessary nmenbership criteria and show strong
commitrment to get WIO nenbership. The “fast track” approach, recently
suggested by the EU for several LDCs, is a welcone initiative. In our
opinion, a simlar approach should be applied to selected candidate transition
countries. The “fast-track” would involve radically streamined review and
eval uati on procedures, nore frequent neetings of the Wbrking Parties, and
flexible, individual schedules for individual countries. The “fast-track”
woul d be available to countries that are able to push through internal reforns
qui ckly and effectively.

One inportant el ement of the “fast-track” would be to allow the
candi date countries to join the WO wi thout necessarily taking on conmtnents
that have not been accepted by all WO nenbers. This refers particularly to
certain plurilateral agreenents concerning governnent procurenment or
audi ovi sual services: it would be unfair and unjustified to deny WO
menbership to a transition country only because it is not ready to accept a
commitment which is not yet an integral part of the WIO “acqui s”.

On the other hand, it should be stressed that the “fast-track” procedure
woul d not nmean that WIO rul es coul d be wai ved or suspended. That would not be
acceptable for an organization that is rule-based. WO rules have to be
accepted wi thout exception. The idea of the “fast-track” is to help
transition countries to accelerate the process of effectively adopting the WO
rules rather then to adopt them selectively or wi thout making their
enforcenent possible in practice.

.through extendi ng technical assistance and advice to candidate transition
countries..

The “fast-track” procedure would require increased efforts fromthe
candidate transition countries, both in terns of nmaking necessary adjustnents
in national legislation and in terns of inproving and strengthening their
negoti ating capabilities. Unfortunately, the WIO Secretariat has only limted
capacities to assist the candidate countries in this process. |In this
respect, WO accession fundanentally differs from accessions to other
organi zati ons such as the EU or the Bretton Wods institutions, which provide
necessary technical assistance and gui dance to new nenbers. Bilatera
assistance fromnore affluent WO nmenber countries, while inportant, may not
al ways be best suited to provide an objective and conprehensive policy advice.

Menber countries could consider a possibility of extending UN ECE' s
mandate to include technical assistance for transition countries in the
process of WIO accessi on. The UN ECE has gat hered consi derabl e expertise on
econonmic policies and reforns in transition countries. |t has also been
i nvolved in a nunmber of programmes ainmed at facilitating trade and trade-
related activities in transition econonmes. The UNECE is ready to assi st
those countries, in collaboration with other international organizations,
national institutions and nenber Governments, in the process of their
accession to WO
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The technical assistance, which would necessarily be “demand-driven” and
wel | coordinated with activities of other organizations, would be concentrated
in two main areas: WO accession and participation in the forthconm ng round of
mul til ateral negotiations.

Wth respect to accession to WO, the assistance could be offered in
several basic forns:

- assistance in the preparation of the Menorandum on Foreign Trade
Regime and in responding to the questions asked by WO nenbers in
the questions-and-answers phase of the accession process;

- assistance in bilateral and nultil ateral negotiations;

- assistance in preparing and inplenenting necessary |egislative
changes;

- assistance in preparing studies and reports on sel ected issues.

One inportant way of extending technical assistance to applicant
countries would be to draw on vast experiences of those transition countries
that have successfully conpleted the accession procedure. A pool of experts
fromthose countries could be established to provide specific advisory and
ot her services to applicant countries, in collaboration with respective
governments and with admnistrative support fromthe UN ECE

..and through involving non-nmenber transition countries in the new round of
multilateral trade negotiations

The non-nenber transition countries that have opened up accession

negotiations with WO should be invited to participate in the forthconi ng
round of nultilateral trade negotiations as observers-participants on
principles simlar to those on which some non-nenber countries took part in
the Uruguay round. This would allow themto effectively “anticipate” their
future menbership through maki ng bi nding conm tnents during negotiations.
This would also allow themto follow substantive di scussions on inplenentation
of various WO agreenents, to participate in negotiations on new rules, to get
famliarized with the working of WIiQ, to express informally their opinions and
expectations and to prepare themsel ves better for accession negotiations.

Active participation in negotiations and, in particul ar, meking
commitrments on future trade policy decisions, requires extensive professiona
and analytical skills. Not all non-nmenber countries can be expected to be able
to effectively participate in the new round because of |imited experience and
| ack professional personnel. The UNECE is ready to assist the candidate
countries in making their participation in the new round constructive and
useful .

Concl udi ng remark
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The preparations to the mnisterial conference have been | ong and
difficult. They have denonstrated that menber countries can have different
priorities and expectations, and that conpronise and good will is necessary
for accommodating various and sonmetinmes conflicting objectives. However, there
is a widely shared view that a new round of trade negotiations is needed in
order to assure nore open and fair trade. This conviction should help in
gui di ng us through negotiations and in reaching a bal anced and conprehensive
agreenent on the future shape of the international trading system

For more information pl ease contact

Ms. Carol Cosgrove- Sacks

Director

Trade Divi sion

Uni ted Nations Econom ¢ Commi ssion for Europe (UN ECE)
Pal ai s des Nati ons

CH 1211 Ceneva 10

Tel : (+41 22) 917 24 80

Fax: (+41 22) 917 00 37

E-mai |l : carol.cosgrove-sacks@nece. org
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TRADE FACI LI TATI ON
THE ROLE PLAYED BY THE UNI TED NATI ONS I N SETTI NG GLOBAL RULES

Note to the WIO M nisterial Conference in Seattle
30 Novenber-3 Decenber 1999

Executive Summary

Trade |iberalization cannot bring full benefits without sinple procedures and
wi t hout capacity building for countries that |ack rel evant expertise. The

UN/ ECE has devel oped a range of trade facilitation products that have a gl oba
scope and can contribute to bringing trade procedures under the WO
multilateral trade rules by

acting as a technical expert body to the WO devel oping and nmintaining
procedural standards and recommendati ons,

provi di ng advisory services to countries on sinplification, harnonization and
standardi zati on of their trade procedures,

assisting in the assessnment of trade procedures in individual countries by

i nclusion of trade facilitation issues into the WIO Trade Policy Revi ew
Mechani sm

Trade |iberalization cannot bring full benefits wi thout sinple procedures...

Mul til ateral trade negotiations under the auspices of the Wrld Trade
Organi zation (WO) have resulted in a substantive reduction of overall tariff
protection worl dwi de. However, as tariffs beconme |ess inportant, there is a
growi ng realization of the adverse inpact of procedural barriers to trade. If
tariffs are cut, but trade procedures remain conplex, full benefits fromtrade
liberalization are unlikely to be attained. There is therefore increasing
interest in international forunms, including the WO, in reducing or
elimnating procedural barriers in order to stinulate and sinplify
i nternational trade

It is also clear that the automati on of contradictory procedures,
excessive docunentation and the use of various inconpatible standards can
achieve only sub-optimal results. Therefore, to be fully effective, the
automati on of trade procedures needs to be inplenmented within a broader policy
of systematic inprovement and sinplification of trade procedures and
practi ces.

and wi thout capacity building for countries that |ack rel evant expertise.

Sinpl e trade procedures |ower costs, increase a country’s
conpetitiveness in international trade and its attractiveness for foreign
i nvestors. Unfortunately, those countries nost in need of trade and investnent
may not have enough resources and know how to inplenment the necessary reforns
at the required pace. It would therefore be neaningless to ask themto adhere
to internationally agreed rules and practices if they |lack the neans to
i mpl enent them




Tr ade/ 2000/ 3
page 13
Annex |

Mul til ateral trade negotiations are noving towards increasingly conplex
i ssues where specialized know-how is required to understand and put in place
what has been negoti ated. Trade procedures belong to such know edge-i ntensive
areas where expertise is lacking in many countries, particularly the |east
devel oped ones. It is therefore crucial that any adoption of nmultilatera
rules for international trade procedures be acconpani ed by well-focused and
coordi nated capacity-building programmes. Such efforts ought to take ful
advantage of the trade facilitation expertise of a nunber of internationa
or gani zati ons.

The United Nations has devel oped a range of trade facilitation products

For well over 30 years, the United Nations has been devel opi ng sinpler
trade procedures to benefit governnment admi nistrations, providers of trade-
rel ated services and traders thenselves. Trade facilitation techniques,
recommendati ons and norns have been inplenmented in many governmental and
busi ness sectors across the world. This work is now led by the Centre for the
Facilitation of Procedures and Practices for Administration, Comrerce and
Transport (UN CEFACT). UN CEFACT focuses on renoving procedural barriers to
trade through elimnating cunbersonme procedures and subsequently sinplifying,
har nmoni zi ng and st andardi zi ng renai ni ng procedures and dat a.

The results of its work are enmbedded in recommendati ons for best
practices in trade procedures and standards for transaction-rel ated
i nformati on. Twenty-seven recomendati ons have been issued so far (for
details, see http://ww. unece.org/cefact, as well as the list at the end of
the current docunent). The recomrendati ons include the wi dely used UN Layout
Key, a guideline for designing docunents that allows information to be
recorded only once for a whole set of different trade docunents. The UN Layout
Key is, for exanple, the basis of the EU Single Admnistrative Docunent, and
the International Bill of Lading. O her recomendations include the UN
Locati on Code for over 26,000 trade |ocations in the world, or the Country
Code that has been adopted as an | SO standard. Reconmendati on No. 18 on
“Facilitation Measures Related to International Trade Procedures” provides a
conprehensi ve overvi ew of best practices for docunentary aspects of
production, purchase and sal e of goods, and for custons, transport, insurance
and paynent procedures.

Sonme of the recommended practices relate to matters covered by WO
agreenents, such as the Agreenent on Rules of Origin, the Agreement on | nport
Li censi ng Procedures, or the Agreenent on Technical Barriers to Trade. Qthers
deal with procedures that do not yet fall under nultilateral trade rules. A
recently adopted reconmendati on deals with pre-shipment inspection and is
therefore of direct relevance to the related WO Agreenent.

In addition to taking into account that nmuch of the world s exchange of
trade data is still paper-based, UN CEFACT pays close attention to advances in
t el ecommuni cations and i nformati on technol ogi es and their use in business-to-
busi ness data exchanges. The npbst inportant product in this area devel oped and
mai ntai ned by the Centre is the UN El ectronic Data Interchange for
Admi ni stration, Commerce and Transport (UN EDI FACT), the gl obal standard for
el ectronic data interchange (EDI).
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Awar e of the potential of the Internet, UN CEFACT has al so recently
concluded a partnership with the Organization for the Advancenment of
Structured Information Standards (OASIS), a non-profit internationa
consortium sponsored by | eading transnational information technol ogy
conpani es. The objective of jointly created El ectronic Busi ness XM. WrKki ng
Group is to devel op standards for exchanging all electronic business data over
the Internet.

that have a gl obal scope...

The restructuring of the UNs trade facilitation activities, which had
been organized in the United Nations Econonic Conm ssion for Europe (UN ECE)
led to the creation in 1997 of UN CEFACT. This gave a new i npetus to enhanci ng
and enl arging existing partnerships with intergovernnmental and governnent al
organi zati ons whi ch had al ready been contributing a wi de range of expertise to
the UNVECE s trade facilitation work. Such organi zations include the Wrld
Custons Organi zati on (WCO), the International Chanber of Commerce (I1CC), the
I nternational Organi zation for Standardization (1SO, the Internationa
Federati on of Freight Forwarders Association (FIATA), the International Road
Transport Union (IRU), the International Article Nunbering Association (EAN)
and the Society for Worldw de |Interbank Financial Transactions (S.WI.F.T.).

In addition, UN CEFACT has al so been strengthening its collaboration and
coordination with other UN agencies, including the United Nations Conference
on Trade and Devel opnent (UNCTAD), the United Nations Comr ssion on
International Trade Law (UNCI TRAL), the International Trade Centre (I TC) and
the other regional comr ssions of the United Nations. For exanple, cooperation
with the Econom ¢ and Social Conmi ssion for Western Asia (ESCWA) resulted in
an initiative, endorsed by the Secretary General of ESCWA, to establish
nati onal trade facilitation bodies in the Conm ssion’s nenber countries. In
relation to the Econonic and Soci al Commission for Asia and the Pacific
(ESCAP), joint work was conducted in capacity building and providi ng advisory
services to the Special Progranme for the Econom es of Central Asia (SPECA).

The International Organization for Standardization (1SO, the
I nternational Tel ecommunication Union (1 TU) and the Internationa
El ectrot echni cal Conmi ssion (IEC) are signatories to a Menorandum of
Understanding with the UN ECE that establishes a framework for coordinating
their work on electronic business. The results of this cooperation are
reflected in a nunber of joint groups and | SO s endorsenent of the basic
st andards underlyi ng UN EDI FACT.

..and can contribute to bringing trade procedures under the WIO nultilatera
trade rul es by

acting as a technical expert body to the WIQ, devel opi ng and
mai nt ai ni ng procedural standards and recomendati ons,

UN/ CEFACT has becone a centre of excellence for trade facilitation
within the United Nations system It is fornmally recognized as an
i nternational standardi zati on body by the WIO Conm ttee on Technical Barriers
to Trade. Taki ng advantage of its acquired expertise, UN CEFACT could serve as
a technical expert body to the WIO to devel op recommendati ons and standards
relating to best practices in trade facilitation and serve as their
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repository. The WIO woul d i ssue requests for standardi zati on action, which
woul d then be taken up by UN CEFACT, in nuch the same way as the Technica
Committee on Custons Valuation works with the World Custons Organi zation

The best mechanismfor using the results of UNVCEFACT's work in the WO
l egal framework will be defined by its menber countries. Two possible options
coul d be envisaged: first, UN CEFACT recomrendati ons and standards for best
trade procedures and practices could be endorsed by the WO and enbedded in
its legal framework. O, WO agreenents could nake reference to UN CEFACT
recommendati ons, without making thema part of officially agreed texts. Under
both scenarios, UN CEFACT is ready to nake its expertise available in order to
hel p sinplify and harnoni ze trade procedures worl dw de.

provi di ng advi sory services to countries on sinplification
har noni zati on and standardi zati on of their trade procedures,

Capacity building for trade facilitation is of utnost inportance for
devel opi ng countries for inplenenting their WIO commitments. Expertise already
devel oped by UN CEFACT coul d be used to assist these countries.

The UN' s expertise in advisory services in trade facilitation has
evol ved over years of assistance to nmenber countries in nodernizing their
trade operations. Trade facilitation bodies have been created in a grow ng
nunber of UN nenber countries to coordinate private- and public-sector
activities related to sinplifying trade procedures.

The UN ECE pays special attention to countries in transition, which are
nost in need of assistance. For exanple, the UNNECE is acting as the
supporting secretariat for the Southeast European Cooperative Initiative
(SECI). Wthin this framework, it has helped to set up trade facilitation
bodies in countries participating in SECI and is cooperating in inplenenting
trade facilitation projects in southeastern Europe. ESCAP and the UN ECE are
coll aborating on a simlar effort for the central Asian republics.

assisting in the assessnent of trade procedures in individua
countries by inclusion of trade facilitation issues into the WO
Trade Policy Review Mechani sm

The function of the WO Trade Policy Review Mechanismis to exam ne
trade policies and practices of its nmenber countries and their conformty with
multilateral trade rules. The Revi ew Mechani sm anal yses not only the econom c
environnent and trade policy regime of a country but also the trade practices
affecting inports and exports. Some of these neasures fall within the trade
facilitation domain. In this context, it could be useful to exam ne country’s
performance in the light of UNNCEFACT' s trade facilitation reconmendati ons or
to devel op neasures or indicators to assess the status and progress in the
efficiency of trade within one country and to conpare countries’ performance
i nternationally.
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LI ST OF TRADE FACI LI TATI ON RECOMVENDATI ONS DEVELOPED BY UN CEFACT
AND | TS PREDECESSORS

Web site: http://ww. unece. org/ cefact

1. UN Layout Key

2. Location of Codes in Trade Docunents

3. | SO Country Codes

4. Nati onal Trade Facilitati on Bodies

5. Abbr evi ati ons of | NCOTERMS

6. Al i gned I nvoice Layout Key

7. Nurmeri cal Representation of Dates, Tinmes and Periods of Tine
8. Uni que Identification Code Methodol ogy

9. Al phabeti c Code of the Representation of Currencies

10. Codes for Ship's Nanes

11. Docunmentary Aspects of the International Transport of Dangerous Goods
12. Measures to Facilitate Maritime Transport Docunents Procedures
13. Facilitation of Legal Problens in Inport Clearance Procedures
14. Aut hentical of Trade Docunents by means other than signature

15. Si npl er Shi ppi ng Mar ks
16. LOCODE - Code for Ports and other Locations
17. PAYTERMS - Abbreviations for Terns of Paynent

18. Facilitation Measures Related to International Trade Procedures
19. Codes for Mddes of Transport

20. Codes for Units of Measurement used in International Trade

21. Codes for Types of Cargo, Packages and Packagi ng Materials

22. Layout Key for Standard Consignment |nstructions

23. Frei ght Cost Code - FCC

24, Har moni zati on of Transport Status Codes

25. Use of the UN EDI FACT Standard

26. Commerci al Use of Interchange Agreenents for EDI

27. Pre-shi pment inspection

For nmore information please contact:

Ms. VWVl asta Macku

UN/ CEFACT Secretari at

Trade Division

Uni ted Nati ons Econom ¢ Commi ssion for Europe (UN ECE)
Pal ai s des Nati ons

CH 1211 Geneva 10

Tel: (+41 22) 917 62 27

Fax: (+41 22) 917 00 37

E-mai |l : vl asta. nacku@nece. org



