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Foreword 

 

I am very pleased that the Economic and Social Commission for Asia and the Pacific 

(ESCAP) is issuing a publication titled “Least Developed Countries and Trade: Challenges 

of Implementing the Bali Package”, edited by Dr. Debapriya Bhattacharya and Dr. Mia 

Mikić, which is going to be launched during the fourth session of the Committee on 

Trade and Investment taking place in November 2015 in Bangkok. 

 

As is known, the least developed countries (LDCs) constitute one of the most structurally 

handicapped groups of economies in the world which are trying to integrate themselves 

in an accelerated and balanced way in the international trading system. However, the 48 

LDCs continue to account for a meagre one per cent of global trade, and even this paltry 

share often fluctuates due to commodity price volatility. Curiously, the share has 

continued to stagnate notwithstanding the increase of the number of LDC members in 

the WTO to 34. The LDCs had pinned high hopes on the delivery of the promises 

embodied in the Doha Development Agenda (DDA) which was launched in 2001. 

However, the history of the Doha Round testifies that we have failed not only to fully and 

faithfully conclude the negotiations on the DDA, but even to deliver “an early harvest” 

for the LDCs. This had been a rather frustrating experience. 

 

In this context, the book has studied some of the most critically important aspects of the 

protracted Doha Round negotiations, particularly focusing on the concerns of the LDCs. 

A significant advancement was made at the Ninth WTO Ministerial Conference (MC9) in 

Bali, Indonesia held in December 2013. Indeed, the Bali Ministerial Declaration did make 

some notable progress in the pursuit of the DDA, particularly through its adoption of the 

‘LDC Package’. The Ministerial decisions relating to this package along with decisions on 

public food stockholding and trade facilitation – had held the prospect of reviving the 

multilateral trading system. Regrettably, the progress has been slow during the post-Bali 

period and several important deadlines have once again been missed. While some 

positive movements took place on Agreement on Trade Facilitation and on 

operationalisation of services waiver for the LDCs, the decisions on coverage of items 

under Duty-Free Quota-Free (DFQF) schemes and uniform preferential rules of origin 
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for the LDCs still continue to elude us. In view of these, the book rightly highlights the 

post-Bali developments concerning the LDC interests. 

 

One of the important aspects of this book relates to policy advisory about the 

preparedness of the LDCs as a group for a successful negotiations at the WTO. At the 

same time, given the high trade costs facing the LDCs, the study rightly suggests that 

they must capitalise on the successful implementation of the Trade Facilitation 

Agreement. Of course there has to be commensurate global support towards this. 

Moreover, the study identifies the gaps in LDC capacities, and articulates the needs in 

terms of national and regional policies and capacity-building programmes that will be 

called for to help them implement the Ministerial decisions in favour of the LDCs. The 

study also draws attention to what ought to be done towards finalisation of the DDA 

Work Programme and the ongoing WTO negotiations. 

 

We are now heading to the Tenth WTO Ministerial Conference (MC10) to be held in 

Nairobi in December 2015. Given this backdrop, the launching of this book is very timely 

as well as contextual. This book will help WTO members, especially the LDCs, to 

understand the nuances of Bali Package in greater details and depth so as to prepare for 

the upcoming MC10. As was noted, the LDCs face several structural challenges and 

volatility in economic growth. In view of this, a favourable Nairobi outcome that will 

advance LDC interests is quite important. I trust, this study will not only be useful for the 

policymakers and negotiators, but also to experts and think tanks who advise their 

national governments on various WTO issues. 

 

 
 
 
Dhaka, 29 October 2015       Tofail Ahmed, MP 

Commerce Minister 
Government of People’s Republic of Bangladesh 

and 
Coordinator of the LDC Group in the WTO 
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Chapter 1 

  

Introduction and Overview 

 
The Doha Development Agenda (DDA) was born in a multilateral trading system that 

was marred by “unfinished business” from the Uruguay Round. The playing field was not 

level for all the players, which as a result pushed the ambition of the DDA rather high. It 

was seen as an opportunity to adapt the trading regime to the development needs of the 

members. As the negotiations progressed, this focus on development strengthened, in 

particular with regard to issues that were of greater interest to the least developed 

countries (LDCs). The intention was to address the challenges related to integrating the 

LDCs, which are structurally handicapped groups of economies, into the international 

trading system so that they could attain their developmental goals. Unfortunately, the 

LDCs collectively continue to carry very little weight in the global economy:  a meagre 

one per cent of global merchandise trade, less than two  per cent of global foreign direct 

investment and a little above one per cent of the world gross domestic products. 

Whereas, the 48 LDCs, together account for 8.4 per cent of world population.  

 

After a dozen years of stalled negotiations, the Ninth Ministerial Conference, held in Bali, 

Indonesia in 2013, finally brought some measure of reprieve for the DDA. The 

Ministerial Declaration that was agreed on, and which became known as the “Bali 

Package”, was intended to help streamline trade procedures through trade facilitation 

measures as well as provide developing countries with more options for providing food 

security. Most importantly, the objective was to boost LDC trade through special 

provisions that are known as the “LDC Package”, which comprises two parts: 

(a) Part I, which arises from regular ongoing WTO work under the General 

Council and is related to TRIPS, e-commerce, small economies, Aid-for-Trade, 

and trade and transfer of technology; and 

(b) Part II, which includes those selected items from the original DDA that WTO 

members were able to agree on during the Ministerial Conference.  

From the perspective of LDCs, four decisions of the Bali Package claim the most 

importance: 

(a) Preferential Rules of Origin for Least-Developed Countries (Ministerial 

Decision WT/MIN(13)/42); 

(b) Operationalization of the Waiver Concerning Preferential Treatment to 

Services and Service Suppliers of Least-Developed Countries (Ministerial 

Decision WT/MIN(13)/43); 

(c) Duty-Free and Quota-Free (DFQF) Market Access for Least-Developed 

Countries (Ministerial Decision WT/MIN(13)/44); and 

(d) Monitoring Mechanism on Special and Differential Treatment (Ministerial 

Decision WT/MIN(13)/45). 
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The LDC Package had been expected to become a very significant step towards better 

integration of LDCs into the global economy and multilateral trading system.  

In the first decision, WTO members reaffirmed their commitment to duty-free, quota-

free (DFQF) market access for LDCs. Such market access in principle would allow LDC 

imports to enter without paying tariffs.  However, the actual value of additional benefits 

that this confers remains questionable. Many developed countries have already 

implemented duty-free access on 97 per cent of LDC export products, and the decision 

merely states that countries not meeting this standard “shall seek to” improve the 

number of products covered.  

The second decision was related to the adoption of guidelines on simpler Rules of Origin 

(RoO) for LDC products. This issue was not part of original Doha mandate. The decision 

on DFQF and the simplification of preferential RoO was taken at the Hong Kong 

Ministerial Conference in 2005. Studies have revealed that origin certificates cost about 

5 per cent of the goods’ value. Certain preferential trade agreements are no longer used 

for preferential market access due to the high costs of issuance; importers prefer to pay 

the most-favoured-nation (MFN) duty instead of requesting preferential treatment with 

submission of proof of origin.  

The third decision referred to a 15-year service waiver under which WTO members can 

provide preferential market access on trade in services to LDCs. This was already agreed 

on at the Eighth WTO Ministerial Conference in 2011, and the inclusion of this decision 

in the Bali Package has helped to set the course for its operationalization.  

With regard to the last decision of the LDC Package, it was decided to introduce a 

monitoring mechanism that would provide for the review and strengthening of Special 

and Differential Treatment for developing countries. This decision foresees the holding 

of a high-level meeting where developed members (and those developing members in a 

position to do so) will respond to requests from LDCs and indicate where they intend to 

provide preferential access. In their decisions, the Ministers also underlined the "need 

for enhanced technical assistance and capacity- building to help LDCs benefit from the 

operationalization of the waiver." 

In addition to decisions contained in the LDC Package, one of the major achievements of 

the Ministerial Conference accepted as the Bali Package was the new WTO Trade 

Facilitation Agreement (TFA), which provides an excellent basis for economies, 

especially developing ones, to reduce trade transaction costs. As reported by ESCAP 

(2015a) there is a strong correlation between the levels of implementation of trade 

facilitation measures by Asia-Pacific economies and their trade costs. The results show 

that a 1 per cent increase in the level of trade facilitation implementation is associated 

with a decrease in trade costs of 2.3 per cent. This highlights the benefits of pursuing 

trade facilitation measures with a view to increasing competitiveness and expanding 

trade opportunities.  
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At the regional level, many countries in Asia and the Pacific have at least partially 

implemented many of the measures included in the WTO TFA, including some of the 

most advanced measures such as Single Window facilities. A survey conducted by ESCAP 

in 2015 found that Electronic Single Window System had been implemented fully, 

partially or on a pilot basis by 40 per cent of the Asia-Pacific countries covered by the 

survey (see ESCAP 2015b). Countries of the region are, in fact, taking this step further, 

by looking for ways to enable paperless trade and the cross-border recognition of 

electronic data and documents for trade facilitation.  

Agriculture, and more specifically food-stock holding, was an important topic at the 

Ministerial Conference, especially for developing Asia-Pacific economies. The Bali 

Package decided, as an interim solution, that the public stockholding programmes for 

food security in developing countries were to be shielded from legal challenge even if a 

country’s agreed limits for trade-distorting domestic support were breached. It 

envisaged that a permanent solution would be negotiated by the WTO members as a 

post-Bali work programme. This decision may have different implications for different 

countries, depending on whether they are net food exporters or importers; thus a 

detailed analysis needs to be carried out by each WTO member to examine the 

implications. Another decision concerned how to handle a specific type of import quota 

(a “tariff quota” where volumes inside the quota have a lower import duty) when the 

quota is persistently under-filled. Some other decisions were taken in relation to export 

subsidies as well as to improving market access for cotton products from LDCs, and with 

development assistance for production in those countries. 

There was no smooth sailing for the post-Bali work programme. A deadline for agreeing 

on the work programme mandated in the Bali Declaration had to be moved forward to 

15 July 2015 (WTO, 2014a). Next, when the deadline approached, recognition of the 

major obstacles still present had to be acknowledged. In principle, the post-Bali work 

programme focused on two areas: (a) the implementation of Bali Package; and (b) 

reviving those elements of the DDA that had not been agreed on in Bali (for example, 

agriculture and services market access). 

Unfortunately, because of the lack of consensus among members, progress has been 

slow. While the Agreement on Trade Facilitation was agreed on and, as of late October 

2015, 51 countries had already ratified it, only a small portion of the LDC Package had 

harvested real results. Some positive movements were noted with regard to the 

operationalisation of the services waiver for the LDCs, with 17 countries notifying their 

list for preferential market access. However, not much can be reported on the other 

three decisions – the coverage of items under DFQF schemes, uniform preferential RoO 

for LDCs and the agriculture public stockholding programme – as they continue to elude 

a consensus.  

The ESCAP secretariat has been providing continuous evidence-based and pragmatic 

policy recommendations for economies in Asia and the Pacific. The secretariat has also 

been working extensively on building the capacity of its LDC members, for government 
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officials and researchers and analysts alike. The focus has been moving away from 

accession to WTO (given a noticeable progress in this area since 2003) towards 

equipping government officials and other stakeholders with skills and information on  

how to successfully negotiate further market access as well as other areas often included 

in preferential trade liberalization negotiations.  This work is aligned with the road map 

for the implementation of the Istanbul Programme of Action, which set ambitious trade 

and development targets for LDCs ( see LDC IV Monitor 2014 for more details). The 

same targets have also been adopted by the Sustainable Development Goals (SDGs), 

which additionally identify the outcomes for special and differential treatment in WTO 

as well as DFQF delivery. ESCAP and other regional United Nations Commissions have 

been given a specific role in helping LDCs to meet these goals.  

The focus of this monograph is on the implementation of the Bali Package agreed on at 

the Ninth Ministerial Conference. The publication’s purpose is to provide evidence and 

insights for use by government officials in LDCs to disentangle some persisting trade 

issues, both in national economies and in the multilateral trading system. Furthermore, 

the study draws attention to what ought to be done towards finalization of the DDA 

Work Programme and the ongoing WTO negotiations in order to meet LDCs 

development needs. 

The monograph comprises five chapters following this introduction and an overview. 

Chapter 2 reviews the implication of the Bali Package for Asia-Pacific LDCs and the way 

forward. It points out that a rule-based multilateral trading system has made it easier for 

LDCs to raise their demands regarding economic development needs, but that 

generating the desired development outcomes has proven difficult. As the LDC Package 

is not binding, the implementation of the ministerial decisions depends on how the LDCs 

pursue their cases within WTO.  The chapter finds that to integrate the LDCs into the 

global and regional economies, a number of countries have introduced DFQF schemes 

for LDCs, allowing their imports to enter without paying tariffs. The ministerial decision 

on DFQF market access at Bali urged developed countries to improve their existing 

DFQF coverage prior to the next ministerial conference in December 2015, if it did not 

already reach the 97 per cent threshold. It points out that at present only the United 

States does not offer such access.  

The chapter notes further that several developing countries in the region, notably China, 

India and the Republic of Korea, have also introduced DFQF schemes. In this regard, it 

observes that it is crucial for Asia-Pacific LDCs to understand (a) whether or not there 

will be any gain for each of them with product coverage of 97 per cent by the United 

States, (b) which sectors would benefit from liberalization and (c) how their economies 

will be affected overall. The study recommends that since ESCAP is the only forum to 

which Asia-Pacific LDCs are party, it could play a key role in assessing the impact of each 

country’s decisions, identifying their needs and challenges, and initiating joint initiatives 

and projects. On the issue of preferential RoO, while highlighting the different criteria 
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applied by preference-granting countries in terms of calculating value-added and the 

methodology used to determine the reasons for harmonization of these rules.  

Heal and Palmioli (2015) and ESCAP (2015a) observed that many LDCs have export 

sectors that are highly concentrated in a few tariff lines, for example, in agricultural 

products and textiles. Whether these products are included, and subsequently 

maintained, within the (at least) 97 per cent of lines given DFQF access is therefore of 

considerable importance.  The number of tariff lines for DFQF that are available to LDC 

exporters has risen in recent years as a result of both MFN reductions and new DFQF 

initiatives in key developed and developing country markets. The European Union now 

offers DFQF access on all tariff lines except arms through its Everything but Arms (EBA) 

policy (figure 1.1). Australia and New Zealand also offer 100 per cent coverage, with 

Canada and Japan offering 98.6 per cent and 97.9 per cent, respectively.  

Figure 1.1.  Share of tariff lines available for DFQF and share of imports 
entering DFQF 
 

 
 

Source: Heal and Palmioli, 2015, based on WITS, 2014. 

Notes: China and India have substantially increased their share of tariff lines 

available to DFQF to Asia-Pacific LDCs since the years included here. However, data 

on the share of imports entering DFQF from LDCs are not available beyond the 

years indicated.  

 

In so far as the Asia-Pacific LDCs are concerned, they are at a relative disadvantage in the 

United States market as they do not enjoy the extra product coverage also available to 

African LDCs under the African Growth and Opportunity Act. This particularly affects 

those LDCs with considerable manufacturing exports, as they show much lower shares 

of total exports entering developed country markets duty-free. A lack of DFQF access for 

Asia-Pacific LDC garment exports to the United States is a significant factor behind the 

much lower shares seen in, for example, Bangladesh and Cambodia (figure 1.2). 
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Figure 1.2.  Share of exports entering developed country 
markets duty-free 
 

   
Source: Heal and Palmioli, 2015, based on the United Nations MDG Database, 2014. 

Chapter 3 compares the results of the WTO Agreement on Trade Facilitations (ATF) with 

the Asia-Pacific Trade Agreement and the Agreement/Framework Agreement on 

Facilitation of Cross-Border Paperless Trade for the Asia Pacific Region, which is an 

ESCAP initiative. The chapter highlights the fact that the AFT contents are not something 

new to countries in the Asia-Pacific region. The chapter notes that ATF now appears to 

be on the road to implementation after ratification by the majority of WTO members.1 

The significance of ATF is more apparent when compared to two other initiatives, Asia-

Pacific Trade Agreement and the Cross-Border Paperless Trade agreement. The chapter 

points out that ATF is unique as it is not an agreement on a liberalization programme 

premised on tariff reductions, nor is it an agreement on sector programmes. Since ATF 

focuses on the processes and procedures associated with the movement of goods across 

borders, it will reduce the transaction costs inherent in those processes and procedures, 

which are more significant barriers to trade than tariffs. It also points out that many of 

the existing trade environments in developing countries and LDCs must be improved.  

Chapter 4 aims at identifying the effects of the decisions related to public stockholding 

and its implications for food-importing countries, especially the economies in the Asia-

Pacific region. The chapter discusses the model that would be useful to understanding 

and devising strategies for assessing the impacts on trade. The chapter points out what 

the impacts of stockholding on trade can be if a government makes administrative 

purchases at above the market prices and allocates them as domestic food aid. The effect 

on the volume of trade depends on which subsidy dominates; that, in turn, depends on 

the magnitude of the purchases, the degree to which the administrative price exceeds 

                                                           
1 As of 31 October 2015, 51 WTO members have notified their ratification (see 
https://www.wto.org/english/tratop_e/tradfa_e/tradfa_e.htm for more details)  
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the market price, and the market parameters. The economy’s net exports may increase, 

decrease or remain unchanged. Indirect effects on other commodity markets may also 

be felt, depending on the degree of substitutability in consumption and commonalities in 

factor use.  

 

On the issue of TRQ administration, it suggests that the implementing member provide 

detailed information on fill rates, the allocation mechanism and explanations for any 

under-filled quotas. A careful examination of the particular characteristics of the market 

in which the TRQ is applied as well as the information provided to WTO would be 

necessary in order to (a) assess whether an under-filled quota is a consequence of 

market manipulation or merely market conditions, and (b) make an informed decision 

on how to shock a model like a GTAP model. 

 

On the issue of public stockholding, the chapter points out that a decision may have 

serious implications for agriculture trade flows. The chapter also suggests ways in which 

ESCAP could help its stakeholders to evaluate the implications of the decisions as well as 

enhance the capacities of developing countries within the ESCAP region with regard to 

negotiating and implementing trade and investment agreements. 

 

Chapter 5 looks at the progress in preferential market access for Asia-Pacific LDCs’ 

services exports. The chapter examines the collective request made by the LDCs on 

preferential access to the WTO in July 2014. It points out that services have become an 

increasingly important component of Asia-Pacific LDCs’ trade globally, and that the 

proper utilization of services trade waivers could help those countries achieve their 

development goals, diversify their exports and develop comparative advantages. It 

examines the offers made by 11 countries2 (out of the 25 that indicated their intention to 

provide preferential treatment to LDCs). This reveals that while many sectors are 

covered by the preferential treatment offered to date, commitments fall short of meeting 

the full LDC request, particularly with regard to liberalization of services provided under 

Mode 4 that covers the movement of natural persons.  

The conclusion in chapter 6 summarises the main recommendations that have emerged 

from the studies that are included in the monograph.  

Looking Forward 

As the Tenth WTO Ministerial Council meeting in Nairobi (15-18 December 2015) 

approaches, frantic discussions are being held in Geneva. On 20 October 2015, regarding 

the issue of preferential RoO, members of the LDC group introduced a new proposal that 

they stated would build upon existing guidelines for establishing preferential RoO in 

favour of LDC exports. The group expressed the hope that the proposal could be part of a 

                                                           
2 As of 13 October 2015, offers had been made by 17 countries.  
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“package” of initiatives for LDCs that members are considering for the Tenth WTO 

Ministerial Conference. Some of the key elements of the proposal include: 

(a) Adopting simple and transparent methods for determining qualification 

through "substantial transformation."  For example, when using the ad 

valorem percentage criterion, it would include adopting a maximum 

percentage of  at least 75 per cent of non-originating materials in the total 

value of the final qualifying good, and allowing for the deduction of freight 

and insurance costs; 

(b) Providing LDCs with cumulation of working and process operations as well as 

materials, with other LDCs, preference-granting countries, GSP beneficiaries, 

countries that are members of the same regional grouping, and countries with 

which the preference-granting country has concluded a regional trade 

agreement; 

(c) Abolishing certain requirements, such as certificates of non-manipulation or 

any other form of certification for products shipped by LDCs across other 

countries, and recognizing self-certification of RoO. 

In presenting the proposal it was noted that RoO were an integral part of the DFQF 

treatment provided by preference-granting countries, and that the proposal was based 

on existing best practices and drafted to reflect the real-world problems LDCs were 

facing in benefitting from such schemes. Reaction from other WTO members was mixed. 

While all the countries that spoke said they were ready to work with the LDC group on 

the issue in a constructive manner, several said the proposal appeared too ambitious, 

particularly in view of the little time remaining until the WTO Nairobi meeting. Others 

said they were concerned that the proposal appeared to call for binding rules –   

whereas the 2013 Bali Ministerial Decision granted countries flexibility in the 

application of the guidelines – or addressed issues that remain the subject of discussion 

within the WTO's RoO committee. It appears unlikely that there will be any decision on 

this issue at Nairobi. 

On another related issue – the implementation of services waiver for LDCs – as of 13 

October 2015, 17 WTO members had notified to the Council for Trade in Services of 

preferential measures to enhance LDC participation in world services trade. 

Implementing this key Bali Ministerial Decision is an important step towards WTO 

development objectives for the poorest countries. Members notified services sectors and 

modes of supply where they would be granting preferences to services and services 

suppliers from LDCs. After studying the offers, it appears that while Modes 1 to 3 have 

been liberalized for several sectors from the consolidated list of requests made by the  

LDC group, WTO members have shied away from making commitments under Mode 4. 

Although this is the only issue where progress has been made in the post-Bali LDC work 

programme, the offers appear to limit -market access opportunities for LDCs.  
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The Tenth WTO Ministerial Council meeting will be an important event as it is where the 

future road map of the multilateralism will be decided. It is expected that the Ministers 

will make a decision on some of the issues of the Bali Package, especially those related to 

the LDC Package. The aim of this publication is to examine the Bali Package and its 

implication for LDCs. The purpose of the study is to prepare policymakers, negotiators 

and experts on how to better advise their national Governments on WTO issues. To 

achieve this objective, an in-depth analysis of key decisions is made in order to identify 

the opportunities and challenges and, in certain cases, outline strategies for assessing 

impacts. 
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Chapter 2 

The Bali Package: Implications for Asia-Pacific LDCs and the Way 

Forward 

Mostafa Abid Khan 

 

2.1 Introduction 

 

Members of the World Trade Organization (WTO) made a breakthrough at the Bali 

Ministerial Conference by agreeing on a selected number of issues of the Doha 

Development Agenda (DDA). The Bali Ministerial Declaration and accompanying 

ministerial decisions, informally known as the Bali Package, mark historic progress in 

the 12-year-long DDA. According to WTO Director-General Roberto Azevêdo (2013), 

“For the first time in our history, the WTO has truly delivered”. 

 
The WTO remains the only multilateral forum in which least developed countries (LDCs) 

are on an equal footing with developed countries because of the participatory approach 

in its decision-making process by way of consensus. A rule-based multilateral trading 

system has made it easier for LDCs to raise their demands regarding economic 

development needs, but generating the desired development outcomes has proven 

difficult. The Bali Ministerial Declaration, which has brought the DDA back on track, has 

inspired LDCs to reengage with the WTO process. The Bali Package, which comprises the 

Agreement on Trade Facilitation (ATF) and ministerial decisions on food stockpiling, 

tariff rate quotas (TRQs), cotton and a number of LDC-specific development issues, 

creates new opportunities for LDCs but poses new challenges as well. It is undeniable 

that implementation of the ATF poses new challenges for LDCs due to their lack of 

capacity. However, ministerial decisions on duty-free and quota-free (DFQF) market 

access, preferential rules of origin and operationalization of a services waiver could 

greatly benefit LDCs.  

 
Unfortunately, the Bali Package is not binding in nature and so the implementation of 

the ministerial decisions will depend on how WTO Members, especially developed 

countries, act on the basis of these decisions and, perhaps most importantly, how LDCs 

pursue their cases within the WTO. The Bali Ministerial Declaration envisages 

finalisation of the work programme on the remaining elements of the DDA by December 

2014, which has been extended until July 2015 (WTO 2014a).3 Thus, implementation of 

the decisions and the finalization of the work programme require LDCs to do substantive 

preparatory work to get their concerns and demands reflected in the work programme. 

                                                           
3 It is pertinent to mention here that the Tenth WTO Ministerial Conference will be held in Nairobi in 
December 2015. 
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This required work poses another challenge to LDCs that needs to be addressed. Given 

the LDCs’ capacity and human resource constraints, there is a need to enhance their 

capacities to understand the detailed pros and cons of the decisions. This is especially 

true for Asia-Pacific LDCs, which have diverse capacities. For these countries, it is 

pertinent to look at specific needs at the national or sub-regional level and then suggest 

national strategies. 

 

This chapter aims to assess the LDC-specific components of the Bali Package, identify the 

key opportunities offered to Asia-Pacific LDCs, determine the major challenges that they 

face, and suggest policies to overcome those challenges in order to realise benefits from 

the Bali Package. Attention is also given to the identification of LDCs’ needs that may be 

incorporated into current and future capacity-building programmes and studies for 

supporting LDCs in implementation of the ministerial decisions, development of the 

work programme and future negotiations. 

 

2.2 Overview of Asia-Pacific Least Developed Countries 

 
There are 13 LDCs in the Asia-Pacific region. Among these, nine belong to Asia and four 

are in the Pacific subregion. They have economic and geographical differences: four of 

them are landlocked countries, five are small island developing countries and four have 

direct access to the sea. The services sector accounts for more than 50 per cent of gross 

domestic product (GDP) in eight countries, and less than 50 per cent of GDP in the 

remaining five countries, all of which are Asian. Levels of industrialization are very low 

in three Small Island countries. These results and others are presented in tables 2.1 and 

2.2. 

GDP varies widely among the selected LDCs, within the range of $40 million to $116 

billion. In 2012, the LDCs registered positive GDP growth, although growth rates also 

varied widely. Of the Asian LDCs, four belong to the lower-income countries group and 

the remaining five to the lower middle-income countries group. Among the four 

countries of the Pacific subregion, three fall under the lower middle-income countries 

category, while the remaining one belongs to the upper middle-income countries group. 

Of the 13 Asia-Pacific LDCs, seven are WTO Members, three are observers and the 

remaining three have yet to apply for membership. Levels of integration into the 

multilateral trading system, which are evident from trade-GDP ratios, vary among the 

Asia-Pacific LDCs. While two countries, Afghanistan and Nepal, are less integrated into 

international trade with trade-GDP ratios of less than 50 per cent, four countries with 

trade-GDP ratios of more than 90 per cent, Cambodia, Kiribati, Timor-Leste and Vanuatu, 

register higher levels of integration. Despite having higher levels of integration into 

international trade, Kiribati and Timor-Leste have yet to apply for WTO membership.  
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Table 2.1: Structure of GDP of Asia-Pacific LDCs 

Country Agriculture (%) Industry (%) Services (%) 

Afghanistan 24.6 21.8 53.5 

Bangladesh 17.7 28.5 53.9 

Bhutan 15.9 43.9 40.2 

Cambodia 35.6 24.3 40.1 

Kiribati 25.3 8.2 66.5 

Lao PDR 28.0 36.2 35.8 

Myanmar 30.5 32.1 37.5 

Nepal 37.0 15.4 47.6 

Solomon Islands 38.9 6.1 55.0 

Timor-Leste 16.7 26.3 56.9 

Tuvalu 25.4 5.8 68.8 

Vanuatu 25.2 10.7 64.1 

Yemen 8.5 36.0 55.5 

Source: World Bank (2014). 

 
Table 2.2:  Key information about Asia-Pacific LDCs 

Country GDP  
(current 

$ million) 

GDP 
growth 

(%), 
2012 

Per 
capita 
GDP 

Income Level Trade 
as % 

of GDP 

Geographical 
characteristics 

Membership 
status in 

WTO 

Afghanistan 20,497 14.4 687 Low 44.7 Landlocked Observer 

Bangladesh 116,355 6.2 752 Low  55.3 Direct access to 
sea 

Member 

Bhutan 1,780 9.4 2,399 Lower middle  87.3 Landlocked Observer 

Cambodia 14,038 7.3 944 Low income 113.6 Direct access to 
sea 

Member 

Kiribati 175 2.8 1,736 Lower middle  117.1 Small island  Not applied 

Lao PDR 9,418 8.2 1,417 Lower middle  84.7 Landlocked Member 

Myanmar NA NA NA Lower middle  NA Direct access to 
sea 

Member 

Nepal 18,963 4.9 690 Low  43.4 Landlocked Member 
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Country GDP  
(current 

$ million) 

GDP 
growth 

(%), 
2012 

Per 
capita 
GDP 

Income Level Trade 
as % 

of GDP 

Geographical 
characteristics 

Membership 
status in 

WTO 

Solomon 
Islands 

1,008 3.9 1,835 Lower middle  69.1 Small island  Member 

Timor-
Leste 

1,293 0.6 1,068 Lower middle  125.6 Small island  Not applied 

Tuvalu 40 0.2 4,044 Upper middle  NA Small island  Not applied 

Vanuatu 787 2.3 2 Lower middle 98.2 Small island  Member 

Yemen 35,646 0.1 1,494 Lower middle  65.1 Direct access to 
sea 

Observer 

Source: World Bank (2014); UNCTAD (2013). 

Trade performances of the Asia-Pacific LDCs show that volumes of merchandise exports 

vary, and only five countries exceeded annual export volumes worth $1 billion during 

the past five years. During that period, exports of all Asia-Pacific LDCs except 

Afghanistan registered positive growth figures, as demonstrated in table 2.3. Regarding 

merchandise imports, all LDCs except Vanuatu registered increases during the past five 

years and annual import volumes of eight Asian LDCs exceeded $1 billion, as shown in 

table 2.4. In the area of services, service exports are significant for four LDCs, 

Afghanistan, Nepal, Timor-Leste and Vanuatu, and the values of service exports for these 

countries exceed values of merchandise exports. For other countries, service exports are 

not significant compared with merchandise exports and there is no evidence of the 

increased importance of service exports in any country other than Bhutan, as shown in 

table 2.5. Regarding services imports, all Asia-Pacific LDCs registered growth during the 

past five years, although annual growth rates fluctuated for individual countries, as 

shown in figure 2.1. Despite variations in export and import volumes among the Asia-

Pacific LDCs, trade evidently plays significant roles in these countries, given that trade-

GDP ratios exceed 40 per cent in all the LDCs, and with some countries exceeding 100 

per cent (figure 2.2). 

 

Table 2.3: Merchandise exports of Asia-Pacific LDCs: 

Country 2008 2009 2010 2011 2012 

Value Growth Value Growth Value Growth Value Growth Value Growth 

Afghanistan 540.1 8.7% 403.4 -25.3% 388.5 -3.7% 375.9 -3.3% 350.0 -6.9% 

Bangladesh 15,369.6 23.4% 15,082.8 -1.9% 19,194.4 27.3% 24,439.2 27.3% 25,112.9 2.8% 

Bhutan 521.4 -22.7% 495.8 -4.9% 641.3 29.3% 674.6 5.2% 590.0 -12.5% 

Cambodia 4,708.0 15.2% 4,196.2 -10.9% 5,143.2 22.6% 6,950.0 35.1% 8,200.0 18.0% 
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Kiribati 7.5 -25.9% 6.3 -16.5% 3.9 -38.0% 8.6 120.8% 10.0 16.3% 

Lao PDR 1,091.9 18.3% 1,052.7 -3.6% 1,746.4 65.9% 2,216.2 26.9% 2,400.0 8.3% 

Myanmar 6,937.2 9.5% 6,661.5 -4.0% 8,661.1 30.0% 9,238.0 6.7% 9,400.0 1.8% 

Nepal 938.8 8.1% 822.6 -12.4% 855.8 4.0% 919.2 7.4% 960.0 4.4% 

Solomon 
Islands 

210.1 27.7% 164.8 -21.5% 223.7 35.8% 415.3 85.6% 470.0 13.2% 

Timor-Leste 13.0 55.4% 8.5 -34.7% 16.7 96.3% 12.0 -28.0% 12.0 0.0% 

Tuvalu 0.2 117.4% 0.3 50.0% 0.3 0.0% 0.3 0.0% 0.3 0.0% 

Vanuatu 56.7 13.8% 56.7 0.0% 48.8 -14.0% 67.3 38.1% 55.0 -18.3% 

Yemen 7,583.8 20.4% 6,259.0 -17.5% 8,400.0 34.2% 10,800.0 28.6% 8,500.0 -21.3% 

Source: World Bank (2014). 
Note: Value in $ millions. 

 

Table 2.4: Merchandise imports of Asia-Pacific LDCs  

Country 2008 2009 2010 2011 2012 

Value Growth Value Growth Value Growth Value Growth Value Growth 

Afghanistan 3,019.9 7.1% 3,336.4 10.5% 5,154.3 54.5% 6,390.3 24.0% 6,200.0 -3.0% 

Bangladesh 23,860.0 28.3% 21,833.0 -8.5% 27,821.2 27.4% 36,213.9 30.2% 34,132.1 -5.7% 

Bhutan 543.3 3.3% 529.4 -2.6% 853.8 61.3% 1,051.7 23.2% 1,020.0 -3.0% 

Cambodia 6,508.4 19.7% 5,830.5 -10.4% 6,790.7 16.5% 9,300.0 37.0% 11,000.0 18.3% 

Kiribati 75.2 7.2% 67.0 -10.9% 73.1 9.1% 91.7 25.5% 100.0 9.0% 

Lao PDR 1,403.2 31.5% 1,461.1 4.1% 2,060.4 41.0% 2,398.3 16.4% 2,700.0 12.6% 

Myanmar 4,288.0 29.5% 4,347.6 1.4% 4,759.7 9.5% 9,019.0 89.5% 11,000.0 22.0% 

Nepal 3,590.0 15.0% 4,384.4 22.1% 5,133.4 17.1% 5,774.1 12.5% 6,500.0 12.6% 

Solomon 
Islands 

328.2 11.8% 268.1 -18.3% 404.3 50.8% 466.3 15.3% 500.0 7.2% 

Timor-Leste 268.6 47.1% 295.1 9.9% 298.1 1.0% 340.0 14.1% 370.0 8.8% 

Tuvalu 26.4 68.9% 14.0 -47.0% 16.0 14.3% 25.0 56.3% 25.0 0.0% 

Vanuatu 313.6 36.7% 294.1 -6.2% 285.1 -3.1% 304.3 6.7% 295.0 -3.1% 

Yemen 10,546.2 23.9% 9,184.8 -12.9% 9,255.4 0.8% 10,033.6 8.4% 12,000.0 19.6% 

Source: World Bank (2014). 
Note: Value in $ millions. 
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Figure 2.1:  Services imports of Asia-Pacific LDCs 

 

Source: World Bank (2014).  

 
 
 
Figure 2.2: Trade-GDP ratios of Asia-Pacific LDCs 

 

Source: World Bank (2014). 
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Table 2.5:  Service exports of Asia-Pacific LDCs and ratios of service exports to 
merchandise exports 

Country Description 2008 2009 2010 2011 2012 

Value Value Value Value Value 

Afghanistan Services export 1,220.3 1,894.1 3,140.5 3,476.0 3,056.4 

Services as % goods export 225.9 469.5 808.4 924.8 873.3 

Bangladesh Services export 2,103.7 1,995.7 2,445.1 2,452.9 2,676.9 

Services as % goods export 13.7 13.2 12.7 10.0 10.7 

Bhutan Services export 54.6 56.5 68.9 81.7 102.2 

Services as % goods export 10.5 11.4 10.7 12.1 17.3 

Cambodia Services export 1,527.4 1,524.7 1,669.0 2,212.6 2,545.4 

Services as % goods export 32.4 36.3 32.5 31.8 31.0 

Kiribati   NA NA NA NA NA 

Lao PDR Services export 401.6 397.3 511.0 549.6 577.2 

Services as % goods export 36.8 37.7 29.3 24.8 24.1 

Myanmar Services export 356.7 349.2 369.2 671.8 NA 

Services as % goods export 5.1 5.2 4.3 7.3 NA 

Nepal Services export 723.7 705.3 671.8 863.5 924.9 

Services as % goods export 77.1 85.7 78.5 93.9 96.3 

Solomon Islands Services export 59.0 69.9 106.5 138.4 142.4 

Services as % goods export 28.1 42.4 47.6 33.3 30.3 

Timor-Leste Services export 44.1 51.6 74.6 79.5 69.4 

Services as % goods export 339.1 608.1 447.9 662.1 578.5 

Tuvalu   NA NA NA NA NA 

Vanuatu Services export 233.6 248.3 276.7 286.0 321.8 

Services as % goods export 411.8 437.9 567.4 424.7 585.2 

Yemen Services export 1,205.4 1,237.2 1,611.7 1,247.9 NA 

Services as % goods export 15.9 19.8 19.2 11.6 NA 

Source: World Bank (2014). 
Note: Value in $ millions. NA: not available. 
 

 
Trade volumes vary among the Asia-Pacific LDCs. For most of the countries, 

merchandise trade is much higher than services trade. However, there are countries 

where services trade is more important. Evidently, trade is an important component of 
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the economic activities of all Asia-Pacific LDCs. The ministerial decisions on LDCs issues 

adopted as part of the Bali Package will likely have ramifications on the external trade as 

well as the economies of all Asia-Pacific LDCs since the opportunities created by those 

decisions are generally available to all LDCs regardless of whether or not they are  WTO 

members. 

 
2.3 Brief Assessment of the Key Decisions at the Bali Ministerial Conference 

and Issues of Importance to LDCs 

 
Decisions reached at the Bali Ministerial Conference can be grouped into three broad 

categories: 

 

 The following decisions fall under decisions with definitive outcomes: 

 Agreement on Trade Facilitation 

 The inclusion of general service programmes related to land and rural livelihood 

security in paragraph 2 of Annex 2 of the Agreement on Agriculture 

 Public Stockholding for Food Security Purposes 

 Understanding on Tariff Rate Quota Administration Provisions of Agricultural 

Products, as Defined in Article 2 of the Agreement on Agriculture 

 Monitoring Mechanism on Special and Differential Treatment 

 

 The following decisions fall under decisions without definitive outcomes: 

 Export Competition 

 Cotton 

 Preferential Rules of Origin for Least-Developed Countries 

 Operationalization of the Waiver Concerning Preferential Treatment to Services 

and Service Suppliers of Least-Developed Countries 

 Duty-Free and Quota-Free (DFQF) Market Access for Least-Developed Countries 

 

 Decision on the preparation of a clearly defined work programme on the remaining 

DDA issues by December 2014 

 

Three of the decisions under the first category, namely the decisions on refraining from 

challenging in cases of public stockholding for food security purposes by developing 

countries, the inclusion of general service programmes related to land and rural 

livelihood security, and the Monitoring Mechanism on Special and Differential 

Treatment, are pertinent to developing countries including LDCs. However, the first two 

decisions do not bring any benefits to LDCs since aggregate measurement of support in 

LDCs is reportedly well below the de minimis level. The decision on TRQ administration 

is not relevant for LDCs since no LDC maintains TRQs. The Agreement on Trade 

Facilitation is of importance to LDCs because it requires them to undertake obligations. 

The decision to prepare a clearly defined work programme on the remaining DDA issues 

is also pertinent to LDCs because it requires them to raise their demands regarding 
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economic development needs. On the other hand, three of the decisions without 

definitive outcomes namely decisions on preferential rules of origin, DFQF market 

access and implementation LDCs service waiver are LDC-specific and therefore their 

implementation requires the direct involvement of LDCs. Essentially, six decisions in the 

Bali Package are of importance to LDCs. The LDC-specific decisions in the Bali Package 

and their implications for Asia-Pacific LDCs are assessed below. 

 

2.4 Preferential Rules of Origin for Least Developed Countries 

 
2.4.1 Assessment of the Decision 

 
The Bali Ministerial decision on Preferential Rules of Origin for Least-Developed 

Countries is a result of years-long discussions on the issue. Rules of Origin (RoO) 

constitute the key elements of preferential access offered by Generalized System of 

Preferences (GSP) schemes, which are unconditional unilateral tariff concessions given 

by developed countries to developing countries and LDCs.4 Since the tariff concessions 

are contingent on RoO, which include provisions relating to criteria for the 

determination of the originating status of goods such as treatment of packaging, direct 

consignment, issuance and verification of certificates of origin, and documentary 

requirements. There are no common RoO for GSP schemes. For example, the European 

Union GSP scheme applies three criteria for determining the country of origin – value 

addition, change of tariff classification and the processing test method. Japan’s GSP 

scheme applies the change of tariff heading criterion along with value addition and the 

processing test method. On the other hand, the United States, Canada, Australia, New 

Zealand and the Russian Federation employ a general criterion based on value addition, 

although the methodology for determining value addition varies by country. Even 

provisions relating to direct consignment and documentary evidence requirements are 

different in each GSP scheme.  

 

Evidence shows that GSP-granting countries applied RoO that required stringent 

compliance by LDCs. The United Nations Conference on Trade and Development 

(UNCTAD) found that the low utilization rate of GSP schemes can be mainly explained by 

the inability of preference-receiving countries to fully exploit available preferences given 

that they are subject to strict origin and related administrative requirements (UNCTAD, 

2003). This is especially true for resource-poor LDCs that are dependent on imported 

raw materials for producing labour-intensive manufactured products. From the 

perspective of LDCs, GSP schemes have not improved their export performances due to 

low product coverage and stringent rules of origin. Thus, LDCs have made demands for 

the relaxation of rules of origin and DFQF market access for all products. The ministerial 

declaration of the 2005 Hong Kong Ministerial Conference outlined a ministerial 

                                                           
4For details, see UNCTAD (2014). 
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decision on providing DFQF market access to LDCs in Annex F, Special and Differential 

Treatment, of the ministerial declaration titled Doha Work Programme, and reached a 

consensus that WTO Members providing such access shall “ensure that preferential 

rules of origin applicable to imports from LDCs are transparent and simple, and 

contribute to facilitating market access” (WTO 2005, Annex F, para. 36[b]). 

 

Decisions taken at the Hong Kong Ministerial Conference did not give any clear outline 

for the simplification of preferential RoO. In 2006, LDCs felt the necessity to open a 

discussion within WTO and submitted a detailed text on the preferential RoO that 

elaborated the ways the criteria should apply to LDCs. Elaborating on the pros and cons 

of various criteria used for determining the country of origin, LDCs proposed a text on 

the RoO based on an across the board value addition criterion (Zambia, 2006). In 2011, 

LDCs indicated that a series of meetings regarding their proposal with preference-giving 

countries “were not particularly fruitful since the focus was in defence of the status quo 

rather than being aimed at discussing possible ways to multilaterally achieve the 

objectives of rules of origin that are ‘transparent and simple, and contribute to facilitating 

market access’” (Bangladesh, 2011). LDCs also indicated that there were misguided 

perceptions that either LDCs did not know what they wanted or how they wanted to 

proceed and also an assumption that the objective of the LDCs’ proposal was aimed at 

achieving the harmonization of preferential RoO; hence, those meetings did not result in 

any fruitful outcome (Bangladesh, 2011). LDCs submitted similar related proposals in 

February 2011 (Zambia, 2011) and May 2013 in the run-up to Bali (Nepal, 2013).  

 

Prior to Bali, there was realization among WTO Members that it would not be possible to 

negotiate a text on preferential RoO within WTO as the issue was very technical in 

nature, and neither the representatives of LDCs nor those of preference-giving countries 

possessed the expertise necessary to negotiate the text proposed by the LDCs. Moreover, 

each of the preference-giving countries was comfortable with its own set of RoO criteria 

and negotiating a text on RoO would require all of them to leave their comfort zones. 

Consequently, the members reached an agreement to negotiate the basic principles for 

core elements of the preferential RoO for LDCs. In the run-up to Bali, WTO Members 

were able to identify these core elements, reach a consensus on those elements and 

adopt the guidelines (WTO, 2013e). 

The ministerial decision on preferential RoO for LDCs adopted in Bali is a set of 

guidelines that is not mandatory for WTO Members to follow. The guidelines do not 

recommend a single set of RoO but rather provide basic elements that can be considered 

originating criteria for providing DFQF market access to LDCs. The decision contains 

three different sections. The first section focuses on the issues relating to criteria for 

determining the originating status of goods produced in any LDC. The second section 

addresses issues relating to documentary requirements and the third deals with 

transparency issues. 
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The first section stipulates that substantial or sufficient transformation for conferring 

origin status may be defined by applying three criteria: ad valorem percentage of value 

addition criterion, change of tariff classification and specific manufacturing or 

processing operation as well as combinations of these criteria in certain cases. The 

section recommends fundamental principles for the application of these criteria. In the 

case of the application of the ad valorem percentage criterion, the guiding principle is to 

keep the level of the value addition requirement as low as possible, keeping in mind 

LDCs’ limited productive capacities, so that LDCs can benefit from preferential market 

access. This section also maintains that in determining the ad valorem percentage of 

value addition, preference-giving countries may consider the exclusion of costs related 

to freight and insurance as well as international transportation costs from the cost of 

foreign inputs and inclusion of national5 or regional inland transportation costs in 

domestic value-added. It also indicates LDCs’ preference for allowing foreign inputs up 

to a maximum of 75 per cent of value in order for a good to qualify for benefits under 

LDC preferential trade arrangements. Regarding the other criteria, the decision 

stipulates the use of the change of tariff heading or sub-heading rules and process-based 

rules, taking into account LDCs’ productive capacities, and the choice of simpler rules for 

specific sectors. 

 

The first section also recommends the use of the cumulation provision in determining 

originating status. The provision could be bilateral cumulation, cumulation with GSP 

beneficiary countries or cumulation with countries within the regional groupings to 

which LDCs are parties. Thus, the guidelines have kept all application options available 

for GSP preference-granting countries to determine the originating status of any goods 

produced in LDCs. They recommend use of simpler rules for specific sectors and keeping 

the level of the value addition requirement as low as possible.       

 

Regarding documentary requirements, the decision recommends making the compliance 

with RoO simple and transparent in order to avoid unnecessary costs. It stipulates that 

the requirement to provide proof of non-manipulation or any other prescribed form for 

certification of origin for products shipped from LDCs may be avoided. It recommends 

recognition of a self-certification system and making arrangements relating to mutual 

customs cooperation and monitoring for compliance and risk-management measures.  

Finally, the decision discusses LDCs’ notification of preferential RoO to WTO, an annual 

review of the RoO by the WTO Committee on Rules of Origin and reporting to the WTO 

Sub-Committee on LDCs of the outcome of such reviews.  

                                                           
5 In such a case, the guidelines recommend to exclude freight and insurance and regional transportation 
costs from the cost, insurance and freight (CIF) price when the value-added in the exporting country is 
estimated by deducting the CIF value of non-originating materials from the ex-works price. In the case of 
estimating the value-added by adding the cost of processing and value of originating materials, the 
guidelines recommend to include regional inland transportation costs in domestic value-added.  
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An analysis of the existing RoO in various GSP schemes shows that the GSP preference-

granting countries have revised their RoO to address the concerns of LDCs during the 

past 12 years, although there was no such commitment to do so on their part. In this 

context, Canada was first among the GSP preference-granting countries that established 

more relaxed RoO for LDCs. However, RoO criteria vary among the preference-granting 

countries in terms of criteria used, documentary requirements and LDC-specific rules of 

origin. Table 2.6 summarises the RoO applied by those countries. 

Table 2.6: Rules of origin of the GSP schemes of various countries 

GSP 
scheme  

Criteria for determining 
originating status 

Relaxed rules for LDCs Any 
requirement 

of direct 
consignment 

Documentary 
evidence 

European 
Union 

All three available criteria 
are used: 

a. Value addition based on 
ex-works price and value of 
non-originating materials 

b. Change of tariff 
classification 

c. Processing test method 

Cumulation with the 
European Union countries, 
free trade agreement 
partners of the European 
Union, Turkey, Switzerland 
and Norway, and among 
countries of four regional 
groupings. 

Minimum qualification 
requirements. 

Since 2011, the European 
Union applies separate rules 
for developing countries and 
LDCs for a number of 
products, mainly 
manufactured goods. For 
most agricultural products, 
the same origin criteria are 
applied for developing 
countries and LDCs. In the 
case of the application of 
value addition criteria, LDCs 
are allowed to use imported 
content (non-originating 
materials) in up to 70 per 
cent of the ex-works price of 
the product. The maximum 
content of non-originating 
materials in the ex-works 
price of the products for 
developing countries is upto 
50–70 per cent, depending 
on the product. For apparel 
products, LDCs are required 
to fulfill single stage 
transformation while 
developing countries are 
required to fulfill double 
stage transformation in 
order to acquire country of 
origin status. 

Yes Certificate 
must be 
endorsed by 
the 
government 
agency 

Canada Value addition based on ex-
factory price and value of 
non-originating materials. 

 

 

Cumulation with preference-
receiving countries and 

The maximum content of 
non-originating materials 
from countries other than 
Least Developed Country 
Tariff (LDCT) beneficiary 
countries, General 
Preferential Tariff (GPT) 
beneficiary countries or 
Canada is 60 per cent of the 
ex-factory price for products 

Yes Self-
certification 
by exporters 



22 

 

Canada. other than textiles and 
clothing. Textile and clothing 
inputs can be imported from 
Canada and other GPT 
beneficiary countries 
provided that value addition 
in LDCs is 25 per cent. 

United 
States 

Value addition based on 
appraised value and value of 
materials produced in the 
beneficiary country plus 
direct processing costs. 

Cumulation with member 
countries of regional blocs. 

No Yes Self-
certification 
by exporters 

Japan Change of tariff heading in 
combination with value 
addition and processing test 
method. 

Value addition based on 
value of final products and 
value of non-originating 
materials. 

Minimum qualification 
requirements. 

Cumulation applied only for 
five Association of Southeast 
Asian Nations countries. 

No Yes Certificate 
must be 
endorsed by 
the 
government 
agency 

Australia Value addition based on 
factory cost and the value of 
labour and/or materials. 

While the value addition 
requirement for developing 
countries is 50 per cent, 
LDCs have been allowed to 
use upto 25 per cent of input 
from developing counties 
and Australia for fulfilling 
the 50 per cent requirement 
since 2003.  

No Self-
certification 
by exporter 

New 
Zealand 

Value addition based on 
factory cost and the value of 
labour and/or materials. 

No  Yes None required 

Switzerland Combination of value 
addition, change of tariff 
heading and processing test 
method.  

Value addition based on ex-
works price and value of 
non-originating materials. 

The rules of origin are 
similar to those of the 
European Union. 

Yes Certificate 
must be 
endorsed by 
the 
government 
agency 

Source: Author’s compilation from UNCTAD (2014). 
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As can be seen from table 2.6, major differences exist among preference-granting 

countries in calculating the value added. For example, the European Union, Canada and 

Japan estimate the value-added through the application of the indirect method, which 

involves the percentage content of non-originating materials in the total value of the 

originating goods. On the other hand, the United States, Australia and New Zealand apply 

the direct method. In calculating value-added, the GSP scheme of the United States 

considers the cost or value of materials produced in the beneficiary country and direct 

processing costs. The direct processing costs include only actual labour, fringe benefits, 

on-the-job training costs, engineering, supervisory, quality control and similar personnel 

costs, dies, moulds, and tooling costs as well as depreciation of machinery and 

equipment, research, development, design, blueprints, and inspection and testing costs, 

and do not include administrative salaries or profit. Differences in estimating the value- 

added is one of the LDCs’ major concerns. Given the  limited capacities of LDCs, it is 

necessary to apply a simple methodology for estimating the value-added. Despite the 

fact that some countries have introduced more relaxed RoO, there is still a need for an 

understanding of what is required for LDCs with regard to RoO.  

One of the important elements of the ministerial decision is the provision regarding the 

ad valorem percentage criterion. It calls for keeping the level of the value addition 

requirement as low as possible and applying the principles of simplicity and 

transparency. It also recognizes the needs of LDCs in allowing use of non-originating 

materials to a maximum of 75 per cent in order for a good to qualify for preferential 

access. Except for the GSP schemes of Canada and Australia, all GSP schemes allow use of 

less than 75 per cent of non-originating materials. Moreover, in the case of Australia, 

while the general requirement is to have a minimum of 50 per cent local content, for 

LDCs it allows use of materials from developing countries up to 25 per cent. In Canada’s 

case, the GSP scheme generally allows use of non-originating materials up to 60 per cent 

of the value of the final product and for LDCs up to 20 per cent from GSP beneficiary 

country or Canada is allowed. As regards textiles and clothing it allows use of non-

originating materials provided the fabrics and yarn are produced in GSP beneficiary 

countries or Canada and value addition in LDCs is 25 per cent. From 1 January 2015, 72 

developing countries will no longer be eligible for GSP preferences (Canada Gazette, 

2014a). As a result, some textile export developing countries such as India and China 

will lose their status of GSP beneficiary countries; without addressing the current RoO 

exclusion of these countries from the GSP beneficiary countries, that could have 

deprived the LDCs of the opportunity to enjoy GSP preference.  In order to address this 

issue, Canada also revised its RoO allowing imports of yarn and fabrics from original GSP 

beneficiary countries in order to enable LDCs to continue DFQF treatment in textiles and 

clothing (Canada Gazette, 2014b). 

It must be mentioned that the methodology used for determining the value addition is 

one of the major concerns for LDCs. It appears that if countries apply the indirect 

method for calculating value addition by using the maximum limit of the use of non-

originating materials, the method will cover all costs incurred in the production of the 
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final products, which seemingly is a demand of LDCs. Another way is the direct method 

of calculation, which takes into account the various costs/values associated with the 

production of goods in exporting LDCs. In accounting, it is difficult for LDC exporters to 

use different methodologies for the same product for different markets. The indirect 

method is very easy to implement and quite simple, as it requires keeping records of 

imported inputs and undetermined input values, which are simple and verifiable and 

thus preferable. Another option worth exploring is a criterion that relates to the change 

of tariff classification and processing rules and discards the value addition formula, 

which would address the concerns of LDCs regarding international transportation costs.  

On the issue of cumulation, the decision recommends cumulation with preference-

granting countries as well as GSP beneficiary countries and countries within regional 

groupings. However, given that LDCs import mainly from developing countries, open 

cumulation with all other developing countries may be beneficial to LDCs. Hence, there 

are several options that should be examined more rigorously, keeping in mind LDC 

import patterns. Finding out possible ways to reflect recommendations provided in the 

ministerial decision in the GSP schemes of preference-giving countries requires in-depth 

analysis of the RoO in each scheme and LDCs’ capacities. 

The relaxation and simplification of RoO are longstanding demands of LDCs within WTO. 

During the past decade, many preference-giving countries introduced more relaxed RoO 

criteria in their respective GSP schemes that reflected LDCs’ demands. However, most 

preference-giving countries were not interested in negotiating an agreement on RoO. 

The adoption of the ministerial decision Preferential Rules of Origin for Least-Developed 

Countries is certainly an achievement for LDCs, despite the fact that it is non-binding. 

Preference-giving countries are expected to implement the decision to reformulate their 

preferential RoO for LDCs. However, experience shows that best endeavour clauses 

agreed upon by WTO Members have been poorly implemented. Therefore, 

operationalization of this decision requires an in-depth analysis of LDCs’ capacities, 

identification of LDCs’ comfort zones and continuous persuasion by LDCs. 

It should be noted that the Common Declaration with Regard to Preferential Rules of 

Origin, which was agreed upon during the WTO’s Uruguay Round negotiations as Annex 

II of the Agreement on Rules of Origin, is a declaration on ensuring transparency that 

covers all types of preferential rules of origin (GSP schemes and reciprocal agreements), 

while the Bali decision is for DFQF schemes. Although non-binding, the Bali decision is 

an important milestone in enabling LDCs to benefit from preferential schemes. However, 

the benefits to LDCs will only be realized when the decision’s recommendations are 

implemented. Regular notification and annual reviews of RoO will enable LDCs to better 

understand the RoO criteria and raise their concerns, if any, during the review process to 

facilitate further improvement in the RoO of preference-giving countries. 
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2.4.2 Implications for Asia-Pacific LDCs 
 
Rules of origin under any preferential scheme are the key determinant that enables LDCs 

to take advantage of the preferential access granted by preference-giving countries. As 

shown in table 2.7, statistics for the top 10 export destinations of Asia-Pacific LDCs 

indicate that countries currently providing duty-free market access to LDCs are among 

these top destinations. Therefore, Asia-Pacific LDCs will benefit most if these countries 

apply favourable RoO requirements along with wider coverage of DFQF products.  

The data for performances of individual Asia-Pacific LDCs that benefit from preferences 

granted by preference-giving countries are not available for all countries. The United 

States International Trade Center and Eurostat make data on total trade and trade under 

GSP schemes available on their websites. The United States does not provide duty-free 

market access for major export products of Asia-Pacific LDCs and it has not reviewed its 

RoO in the light of LDC demands. Therefore, the import data of the United States may not 

be appropriate for assessing the impact of duty-free access and RoO. On the other hand, 

the European Union has been providing DFQF market access to all products except arms 

under the Everything but Arms (EBA) initiative since 2001. It even introduced more 

relaxed rules of origin for LDCs in 2011. Therefore, it is pertinent to examine the 

historical import data of the European Union and assess the impacts of these European 

Union initiatives. 

 

As table 2.8 shows, in the year 2000, prior to the EBA initiative, GSP utilization rates 

were comparatively low for almost all Asia-Pacific countries except Nepal and the 

Solomon Islands. Between 2001 and 2010, Bangladesh, Cambodia, the Lao PDR and the 

Solomon Islands were able to increase their utilization rates and exports to the 

European Union. However, despite improvement in its utilization rate, Nepal saw its 

exports decline during that period, possibly due to the phasing out, in 2005, of the Multi-

Fibre Arrangement. 

 

A significant increase in utilization rates among Asia-Pacific LDCs has been observed 

since 2011, when the European Union introduced new RoO with more relaxed criteria 

for LDCs. A closer look at Asia-Pacific LDC export growth during 2000–2010 and 2011–

2013 (table 2.9) shows that while the EBA initiative brought substantial benefits to some 

Asia-Pacific LDCs during 2000-2010, the benefits were even greater during 2011-2013. 

Bangladesh, Cambodia, Bhutan, the Lao PDR and the Solomon Islands are among the 

Asia-Pacific LDCs that have been benefitting from the European Union’s relaxed RoO. 

Seemingly, other countries except Myanmar, which had been outside GSP schemes until 

July 2013, were unable to utilize GSP benefits. Low utilization of GSP benefits could be 

attributed to low productive capacities or high compliance costs in those countries. 

Therefore, it can be deduced that Asia-Pacific LDCs are likely to benefit from any 

revision of preferential RoO by preference-giving countries following the adoption of the 

ministerial decision. In this context, Asia-Pacific LDCs will need to assess their 
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productive capacities in order to determine their comfort zones so that they can pursue 

adoption accordingly.  

 



27 

 

 
 
Table 2.7: Top 10 export destinations of Asia-Pacific LDCs 

Asia-
Pacific 
LDCs 

Top 10 Export Destinations 

Afghanistan Pakistan India United 
States 

Tajikistan Russian 
Federation 

Germany Islamic 
Republic of 
Iran 

United 
Arab 
Emirates 

Netherlands Finland 

Bangladesh United 
States 

Germany United 
Kingdom 

France Netherlands Italy Spain Canada Turkey Belgium 

Bhutan India Bangladesh Nepal Japan Italy Germany France United 
States 

Pakistan Netherlands 

Cambodia United 
States 

Hong Kong, 
China 

Canada Singapore United 
Kingdom 

Germany Viet Nam Japan Netherlands Spain 

Kiribati Taiwan 
Province 
of China 

Australia Hong Kong, 
China 

Singapore Fiji Philippines United 
States 

Japan New 
Zealand 

Tuvalu 

Lao PDR Thailand China Viet Nam United 
Kingdom 

Germany United 
States 

Japan Republic 
of Korea 

India France 

Myanmar Thailand India China Japan South Korea Malaysia Bangladesh Singapore Vietnam Germany 

Nepal India United 
States 

Bangladesh Germany United 
Kingdom 

France China Canada Japan Italy 

Solomon 
Islands 

China Australia Thailand Italy Spain Republic of 
Korea 

Philippines Japan Malaysia India 

Timor-
Leste 

Singapore Japan Republic of 
Korea 

Germany India Australia Canada Indonesia China Senegal 
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Tuvalu Japan Indonesia Turkey Republic of 
Korea 

Australia India Switzerland Italy New 
Zealand 

Denmark 

Vanuatu Thailand Japan Poland Philippines New 
Caledonia 

French 
Polynesia 

Papua New 
Guinea 

Malaysia India Republic of 
Korea 

Yemen United 
Arab 
Emirates 

Switzerland Netherlands China India Saudi 
Arabia 

Australia United 
States 

Brazil Japan 

 
Source: ADB (2013). 
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Table 2.8: Exports of Asia-Pacific LDCs to the European Union 

Partner/Period 

Total Exports Exports under GSP Utilisation of GSP 

2000 2005 2010 2012 2013 2000 2005 2010 2012 2013 2000 2005 2010 2012 2013 

Afghanistan 60.21 25.09 41.21 56.48 55.63 2.26 0.91 2.31 3.62 3.09 3.8% 3.6% 5.6% 6.4% 5.6% 

Bangladesh 3,127.88 4,116.21 6,690.33 9,360.56 10,399.08 1,521.47 2,661.22 5,355.94 8,822.33 9,956.43 48.6% 64.7% 80.1% 94.3% 95.7% 

Bhutan 2.08 0.47 0.93 5.14 10.35 0.04 0.00 0.59 4.77 9.28 2.0% 0.1% 62.9% 92.9% 89.6% 

Cambodia  361.44 534.00 906.43 1,838.00 2,388.72 99.87 355.70 670.63 1,642.42 2,218.12 27.6% 66.6% 74.0% 89.4% 92.9% 

Kiribati 0.35 0.96 0.13 0.83 0.06 0.00 0.12 0.00 0.02 0.01 0.0% 12.1% 0.0% 2.2% 9.0% 

Lao PDR 139.04 144.45 170.59 244.79 252.63 58.08 91.71 129.71 196.97 189.83 41.8% 63.5% 76.0% 80.5% 75.1% 

Myanmar 413.11 287.85 161.83 164.40 222.40 0.00 0.00 0.00 0.00 77.09 0.0% 0.0% 0.0% 0.0% 34.7% 

Nepal 180.79 93.44 84.71 87.14 85.64 121.15 71.61 69.06 71.12 71.13 67.0% 76.6% 81.5% 81.6% 83.1% 

Solomon Islands 13.34 11.48 26.09 56.27 48.21 11.81 6.76 21.48 55.71 46.75 88.6% 58.8% 82.3% 99.0% 97.0% 

Timor-Leste 0.00 1.49 7.90 5.13 6.97 0.00 0.00 0.00 0.00 0.00   0.0% 0.0% 0.0% 0.0% 

Tuvalu 0.20 0.53 0.09 0.06 0.27 0.00 0.02 0.00 0.00 0.07 0.0% 4.6% 0.0% 0.0% 27.4% 

Vanuatu 6.91 25.66 195.81 2.84 1.19 1.00 3.30 3.63 0.09 0.17 14.5% 12.9% 1.9% 3.1% 14.3% 

Yemen 81.15 164.75 273.35 108.84 187.00 20.76 79.13 19.63 86.59 80.05 25.6% 48.0% 7.2% 79.6% 42.8% 

Source: Author’s estimations using data available from Eurostat (2014). 
Note: Value in Euro millions 
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Table 2.9:  Growth of Asia-Pacific LDCs’ exports to the European Union: 2000–
2010 and 2010–2013 

Partner/Period 
Total Exports Export Under GSP 

2000–10 2010–13 2000–10 2010–13 

Afghanistan -3.7% 10.5% 0.2% 10.2% 

Bangladesh 7.9% 15.8% 13.4% 23.0% 

Bhutan -7.7% 123.1% 30.5% 151.1% 

Cambodia  9.6% 38.1% 21.0% 49.0% 

Kiribati -9.5% -20.6%     

Lao PDR 2.1% 14.0% 8.4% 13.5% 

Myanmar -8.9% 11.2%     

Nepal -7.3% 0.4% -5.5% 1.0% 

Samoa -9.1% -14.4% -1.3% 23.0% 

Solomon Islands 6.9% 22.7% 6.2% 29.6% 

Timor-Leste   -4.1%     

Tuvalu -7.6% 43.0%     

Vanuatu 39.7% -81.7% 13.7% -63.9% 

Yemen 12.9% -11.9% -0.6% 59.8% 

Source: Author’s estimations using data available from Eurostat (2014). 

In annex 2.1, an overview of the existing natural resources, agricultural products and 

industrial products of the Asia-Pacific LDCs shows that eight Asian LDCs produce 

various industrial goods; many of those products are not produced from locally 

available materials but rather by using imported inputs. Moreover, the major export 

items of most of these countries are industrial products, as listed in annex 2.2. 

Therefore, it can be deduced that if these countries receive DFQF market access with 

favourable RoO, they can increase investment and attract foreign investment for 

producing exportable products at competitive prices as well as importing inputs from 

competitive sources. On the other hand, countries such as Kiribati, Timor-Leste, the 

Solomon Islands, Tuvalu and Vanuatu have very low levels of industrialization and 

produce only a handful of industrial products. Given very low domestic demand, 

favourable RoO with wider coverage of DFQF market access may influence these 

countries to adopt export-oriented industrialization and subsequently accelerate 

economic growth. Thus, in each of the Asia-Pacific LDCs there might be a need to 

formulate appropriate trade and investment policies in order to attract foreign direct 

investment for enhancing productive capacities. These LDCs would also need to 
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examine internally how they can best use DFQF market access to enhance inclusive 

development. 

 

2.5 Duty-Free and Quota-Free Market Access for Least Developed Countries 

 
2.5.1 Assessment of the Decision 
 

The November 1979 Decision on Differential and More Favourable Treatment, 

Reciprocity and Fuller Participation of Developing Countries, popularly known as the 

Enabling Clause, together with the June 1999 waiver giving Preferential Tariff 

Treatment for Least Developed Countries for 10 years and which was extended for 

another 10 years in May 2009, allow developed and developing countries to provide 

preferential market access exclusively for LDCs. However, it does not obligate them to 

do so. It is the ministerial decision on measures in favour of LDCs in Annex F, Special 

and Differential Treatment, which was agreed upon during the 2005 Hong Kong 

Ministerial Conference, that obligated developed countries – and developing countries 

that declared themselves in a position to do so – to provide DFQF market access to all 

products of all LDCs by 2008 or no later than the start of the implementation period of 

the DDA. Taking into account the impact on other developing countries, Annex F also 

provides developed countries with the flexibility to grant DFQF market access for at 

least 97 per cent of LDC products if they face difficulties with the requirement to 

incrementally increase the coverage to 100 per cent. On the other hand, developing 

countries were given flexibility in coverage and phasing in of their commitments. Annex 

F marks an important milestone for LDCs in their efforts to secure DFQF market access 

to the major destinations of their export products.  

 

However, Annex F had one distinction. It required the implementation of the decision 

on measures in favour of LDCs by 2008 or no later than the start of the implementation 

period of the DDA. This meant that any developed country could delay the 

implementation of the decision until the conclusion of the DDA. As shown in table 2.10, 

most developed countries established a DFQF scheme for LDCs before or soon after the 

decision was agreed on without waiting for the conclusion of the DDA.   

 

Table 2.10:  Coverage of DFQF market access by developed countries 

Country DFQF  coverage and exclusions Year of 
implementation of 
DFQF scheme for 

LDCs 

Number of 
dutiable lines 

(National Tariff 
Lines) 

Australia 100% 2003 None 

Canada 98.8% (dairy, eggs and poultry) 2003 102 

European Union 99% (arms and ammunitions) 2001 92 
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Japan 98.2% (rice, sugar, fishery products, 
articles of leather) 

2007 164 

New Zealand 100% 2001 None 

Norway 100% (except roses) 2002 1 

Switzerland 100% (except two cheese items) 2007 2 

United States 82.5% (dairy products, sugar, cocoa, 
articles of leather, cotton, articles of 
apparel and clothing, other textiles and 
textile articles, footwear, watches, etc.) 

Not yet 1,832 

Source: WTO (2013b). 

 
Among the developed countries, only the United States has been delaying the 

implementation of Annex F in terms of product coverage of 97 per cent. According to 

available information, the intention of the United States is to implement the decision on 

measures in favour of LDCs by the start of the implementation period of the DDA as 

envisaged in Annex F. During the first Working Session on Review of WTO Activities 

including the Doha Work Programme at the Seventh WTO Ministerial Conference, held 

in Geneva in 2009, United States Trade Representative Ron Kirk (2009) stated: “With 

respect to LDCs, the United States stands by our commitment at Hong Kong to provide 

duty-free and quota-free market access to least developed countries as part of the 

implementation of a successful conclusion to the Doha Round.” This position was also 

evident in the Fourth Revision of Draft Modalities for Non-Agricultural Market Access: 

“Accordingly, developed country Members shall inform WTO Members, by a date to 

be agreed, of the products that will be covered under the commitment to provide 

duty-free and quota-free market access for at least 97 per cent of products 

originating from LDCs defined at the tariff line level. The agreement on the date by 

which this information shall be provided shall be concluded prior to the date of the 

Special Session of the Ministerial Conference to be held to take decisions regarding 

the adoption and implementation of the results of the negotiations in all areas of the 

DDA (the “Single Undertaking”).” (WTO, 2008, para. 16) 

 

While the United States has yet to make a decision on DFQF market access for LDCs, 

some developing countries have implemented schemes for providing such access 

regardless of any obligation. As shown in table 2.11, economies such as China, the 

Republic of Korea, India, Turkey and Taiwan Province of China have provided DFQF 

market access to a number of products from LDCs. In implementing their schemes, some 

of these countries took the liberty to phase in the coverage stipulated in Annex F or 

something similar.  
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Table 2.11: DFQF market access initiative for LDCs by developing countries 

Economy DFQF  Coverage Year of 
Implementation of 
DFQF Scheme for 

LDCs 

China Currently 60% of all tariff lines are covered by DFQF access, with 
the aim of increasing to 97% of tariff lines by 2015. 

2010 

India Currently 85% of tariff lines are covered by DFQF access and 
there is a margin of preference above the most favoured nation 
clause for an additional 9% of tariff lines. 

2008 

Republic of 
Korea 

As of January 2012,95% of tariff lines were covered by DFQF 
access. 

First introduced in 
2000, coverage 
extended in 2008 

Taiwan 
Province of 
China 

As of 2011, nearly 32% of tariff lines were covered by DFQF 
access, 

2005 

Turkey As of 2011, nearly 80% of tariff lines were covered by DFQF 
access. 

2006 

Source: WTO (2013b). 

 
Securing DFQF market access in the United States has always been one of the major 

issues for LDCs, especially Asia-Pacific LDCs, for which the Unites States remains an 

important destination for exports. Some African LDCs are uncomfortable with any DFQF 

decision by the United States on the grounds of unwanted competition, given that they, 

together with Caribbean LDCs, have had DFQF market access in the country since 2000 

under the United Statqes Trade and Development Act of 2000. This position was evident 

from the submission made by the Secretariat of the Common Market for Eastern and 

Southern Africa (COMESA) in response to a request by the United States Trade 

Representative to provide public comment on the 2005 WTO ministerial declaration 

regarding DFQF market access for LDCs. The secretariat expressed apprehension about 

losing the competitiveness of African products, specifically textiles and apparel, in the 

United States market if DFQF market access is provided to all products of all LDCs by 

the United States (COMESA Secretariat, 2007). This position was made more visible in 

WTO negotiations when two countries formally made reservations about the proposal 

submitted by LDCs on DFQF market access for LDCs in May 2013 (Nepal, 2013, Annex 

1). 

 

In the run-up to Bali, one of the major challenges that LDCs faced was building a 

consensus among themselves regarding the coverage of products under DFQF market 

access, so that they could collectively approach the United States to de-link the 

implementation of the ministerial decision on DFQF market access for LDCs from the 

DDA. From this perspective, the ministerial decision on Duty-Free and Quota-Free 

Market Access for Least-Developed Countries (WTO, 2013f) is a significant break from 
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the earlier position of the United States that implementation of the Hong Kong 

ministerial decision on DFQF market access for LDCs would be linked with the 

conclusion of the DDA. The ministerial decision urged developed country members to 

improve their existing DFQF coverage prior to the next ministerial conference in 

December 2014. Thus, the decision created an opportunity to increase coverage for LDC 

products to provide greater market access prior to the next ministerial conference, 

although it does not obligate developed countries to increase coverage to 97 per cent. 

Seemingly, the level of coverage will depend on the progress of discussions on the DDA 

and the abilities of Asia-Pacific LDCs to negotiate with the United States and other WTO 

Members, which have specific concerns about the implementation of the DFQF decision.  

 
2.5.2 Implications of the Decision on DFQF Market Access for Asia-Pacific LDCs 
 
The ministerial decision on Duty-Free and Quota-Free Market Access for Least 

Developed Countries essentially brings the United States on board so that it extends 

coverage of DFQF market access to LDCs prior to the next ministerial conference in 

December 2014 without waiting for the conclusion of the DDA. The decision should 

have major impacts on the exports of Asia-Pacific LDCs, especially Bangladesh, 

Cambodia, Nepal, Bhutan, the Lao PDR and Samoa, for which the United States is an 

important destination for exports. Notably, Bangladesh and Cambodia are among the 

top 10 countries that face high United States customs duties (table 2.12). This is because 

the major export products, i.e., apparel, of these countries are outside the scope of the 

GSP scheme of the United States.  

 

Asia-Pacific LDCs should be aware that extending DFQF market access to all LDCs may 

have significant ramifications for the exports of African and Caribbean countries such as 

Lesotho, Mauritius, Kenya and Haiti. These ramifications explain the strong opposition 

from these countries during WTO negotiations on DFQF market access. The decision 

agreed on by WTO Members is non-binding and merely obliges the United States to 

“seek” to improve its DFQF coverage prior to the next ministerial conference. It notably 

does not guarantee extension of coverage up to 97 per cent. Therefore, in order to 

realize the opportunities set out in this decision, Asia-Pacific LDCs need to do some 

groundwork so that the United States comes up with a package that satisfies them while 

keeping in mind the interests of African LDCs. This will be a big challenge for the Asia-

Pacific LDCs.  

 

In this regard, it is necessary for Asia-Pacific LDCs to understand whether or not there 

will be any gain for each of them with product coverage of 97 per cent by the United 

States. They need to know which sectors would benefit from liberalization and how 

their economies would be affected overall. Such work can be conducted by ESCAP and 

followed up with dissemination activities at the national or sub-regional LDC cluster 

levels. Asia-Pacific LDCs could consider the preparation of a joint list of demands with 

which they could approach the United States. ESCAP can provide support by organizing 
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a consultation meeting for Asia-Pacific LDCs and preparing a background note for this 

purpose.    

 
Table 2.12: Imports of the United States from Asia-Pacific LDCs and duties faced 

by LDCs 

Country Import Value in $ Millions Import-Weighted Average Duty (%) 

2010 2011 2012 2013 2010 2011 2012 2013 

Afghanistan 84.84 20.09 33.16 40.05 0.02% 0.13% 0.09% 0.12% 

Bangladesh 4,273.56 4,869.46 4,878.40 5,303.45 15.26% 15.32% 15.00% 15.62% 

Bhutan 0.40 0.52 0.61 0.54 1.87% 0.33% 1.18% 1.88% 

Myanmar 0.00 0.00 0.04 29.91     0.00% 1.22% 

Cambodia 2,288.67 2,710.74 2,675.33 2,748.82 16.39% 16.93% 16.89% 16.84% 

Kiribati 1.02 0.65 0.60 1.02 0.10% 0.00% 0.55% 0.00% 

Lao PDR 55.30 55.05 25.41 29.73 8.04% 7.71% 9.88% 8.41% 

Nepal 60.09 77.61 83.26 77.87 3.66% 3.36% 2.98% 3.22% 

Solomon 
Islands 

0.99 1.31 1.57 8.83 0.08% 0.04% 0.03% 0.02% 

Timor-
Leste 

0.00 0.03 0.10 0.12   0.00% 0.00% 1.44% 

Tuvalu 0.02 0.00 0.04 0.03 1.21% 0.84% 1.82% 0.00% 

Vanuatu 1.59 1.86 2.60 4.14 0.03% 0.02% 0.07% 0.00% 

Yemen 181.36 536.39 87.11 65.59 0.00% 0.01% 0.00% 0.01% 

Total 6,951.19 8,276.68 7,790.61 8,314.55 14.87% 14.64% 15.26% 15.59% 

Source: Author’s estimates based on data available from USITC (2014). 

 

2.6 Operationalization of the Waiver Concerning Preferential Treatment to 

Services and Service Suppliers of Least-Developed Countries 

 
2.6.1 Assessment of the Decision 
 
At the Eighth WTO Ministerial Conference held in Geneva in 2011, ministers adopted 

the decision, “Preferential Treatment to Services and Service Suppliers of Least-

Developed Countries, which enabled developed and developing country members to 

provide preferential market access to LDCs in the area of services. The decision is a 

waiver that, when granting trade preferences to LDCs, exempts WTO Members from 

their legal obligation to provide non-discriminatory treatment through the most-



36 

 

favoured nation (MFN) principle to all trading partners. The services waiver was 

initially for 15 years from the date of adoption. The waiver authorized the provision of 

preferences to LDCs in six categories of market access listed in General Agreement on 

Trade in Services (GATS) Article XVI, and established the requirement of authorization 

from the WTO Council for Trade in Services for any measures outside the scope of those 

six categories.  

 

While this waiver represents a major achievement for LDCs, it, like the 1979 Enabling 

Clause, does not oblige WTO Members to offer preferential treatment to LDCs. Unlike 

the trade in goods, the trade in services is regulated by complex rules and regulations. 

Therefore, reaching a decision on a waiver for the trade in services required extensive 

discussions among key countries. From this perspective, the Bali Ministerial decision on 

Operationalization of the Waiver Concerning Preferential Treatment to Services and 

Service Suppliers of Least-Developed Countries (WTO, 2013g) is undoubtedly a 

significant step forward for LDCs in taking advantage of the international trade in 

services.   

 
The need for a decision on operationalization of the services waiver emerged from 

GATS Article IV.3, which stipulates that special priority through specific negotiated 

commitments is to be given to LDCs in the liberalization of market access in sectors and 

modes of supply of export interest to LDCs. However, no mechanism was put in place to 

operationalize this article. GATS Article XIX.3 prescribes the preparation of negotiation 

guidelines in each round of trade negotiations and emphasises special treatment for 

LDCs (as per Article IV.3 as discussed above). Accordingly, when guidelines and 

procedures for negotiations on the trade in services were adopted in March 2001, prior 

to commencing a new round of negotiations on liberalization, it was agreed that special 

priority would be granted to LDCs as stipulated in Article IV.3.  

 
In September 2003, WTO Members established the modalities for the special treatment 

of LDCs in negotiations on the trade in services. It was agreed that members would 

work to develop “appropriate mechanisms” with the view to achieve full 

implementation of GATS Article IV.3 and securing access to foreign markets for LDCs’ 

services and service suppliers. In order to initiate discussions on a special mechanism, 

LDCs submitted a proposal in March 2006 seeking to establish a mechanism that 

obligates developed countries to grant permanent, non-reciprocal, special priority 

solely to LDCs, “notwithstanding any provision of the GATS” (Zambia, 2006). Later, the 

European Union submitted a proposal on an approach that requires the submission of 

reports by non-LDC members indicating how their current DDA offers provide special 

priority to LDCs regarding the trade in services. In 2008, the WTO Secretariat presented 

three options for developing an appropriate mechanism: (a) amendment of GATS; (b) a 

waiver from the MFN obligation; or (c) an understanding on the application of GATS 

Article IV.3. WTO Members agreed to work on a waiver in July 2008. Thereafter, 

discussions were led and facilitated by Norway, and ultimately WTO Members adopted 
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the decision, Preferential Treatment to Services and Service Suppliers of Least-

Developed Countries. 

 
After the adoption of the decision, discussions about operationalization of the waiver 

were initiated. With regard to operationalization, it is pertinent to refer to the 1979 

Enabling Clause. Although the Enabling Clause and the 2011 services waiver have 

similarities in many areas, operationalization of these two decisions requires different 

approaches. The first and foremost reason for different approaches is that developed 

countries did not find any difficulty in granting preferential access for goods because 

there was existing practice of such treatment, while no country had any experience in 

providing preferential market access for services. Second, while preferential access for 

goods is straightforward through tariff reduction, preferential access for services 

requires changes in domestic laws and regulations related to specific sectors. Third, the 

services waiver requires reading along with the modalities for the special treatment of 

LDCs established in September 2003 – which encourage LDCs to indicate those sectors 

and modes of supply that are priorities in their development policies – so that 

preference-giving members take the priorities into account during negotiations. 

 

The services waiver stipulates that: “Any preferential treatment accorded pursuant to 

this Waiver shall be designed to promote the trade of least-developed countries in those 

sectors and modes of supply that are of particular export interest to the least developed 

countries” (WTO, 2011). Identification by LDCs of their sectors and modes of supply of 

export interest is a prerequisite for operationalization of the services waiver; however,  

there is no prior practice to guide WTO Members in their own initiatives as there was in 

the case of the trade in goods. The last but least important factor is that Members must 

define the approach to be taken for granting preferential access within the parameters 

of GATS Article XVI. All of these issues make operationalization of the services waiver 

very complex. In this context, the adoption of the decision on operationalization of the 

services waiver was much needed. 

 

The ministerial decision on Operationalization of the Waiver Concerning Preferential 

Treatment to Services and Service Suppliers of Least Developed Countries is very 

precise in its content. It envisages concrete action in the following areas: 

 Initiation of a process by the WTO Council for Trade in Services aimed at 

promoting the expeditious and effective operationalization of the services 

waiver and periodic review of operationalization; 

 Submission of a collective request list by LDCs identifying the sectors and 

modes of supply of particular export interest to them (without mentioning 

any deadline for submission); 

 Convening a high-level meeting six months after the submission of the 

collective request list, where developed countries as well as developing 

countries in a position to do so will be required to indicate sectors and modes 
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of supply where they intend to provide preferential treatment to LDCs’ 

services and service suppliers; 

 Encouraging countries to extend preferences in their individual capacities at 

any time to LDCs’ services and service suppliers that are consistent with the 

services waiver; 

 Enhanced technical assistance and capacity-building to help LDCs benefit 

from operationalization of the services waiver. 

 

The decision on operationalization of the services waiver requires concrete actions by 

all sides. Timely action in pursuance of this decision will definitely ensure 

operationalization of the services waiver. It is important for LDCs to identify the sectors 

and modes of supply that are of export interest to them so that they can realize the 

benefits of services liberalization on a preferential basis. Given the lack of data and 

proper understanding of the issues, especially in relation to domestic laws and 

regulations governing the LDCs’ major markets, capacity-building and technical 

assistance is needed for successful market penetration. ESCAP is well poised to carry 

out this exercise for Asia-Pacific LDCs. 

 
2.6.2 Implications of the Decision on Operationalization of the Services Waiver for 
Asia-Pacific LDCs 
 
Realizing the benefits of the decisions on the services waiver and its operationalization 

will largely depend on the abilities of Asia-Pacific LDCs to integrate into the 

international services market. Available statistics on the role of service sectors in Asia-

Pacific LDCs show that although they play major roles in the economic development of 

these countries, service sectors represent relatively small shares in the international 

trade of most of these countries. Five Asia-Pacific LDCs – Afghanistan, Nepal, Timor-

Leste, Tuvalu and Vanuatu – are mainly service exporters (UNCTAD, 2013). Three 

others export both manufactured goods and services. For most of these countries, 

remittances are an important component of gross national income, as shown in table 

2.13. Remittances mainly come from citizens who work abroad and send money back to 

their home country. Although balance of payments statistics do not count remittance 

inflows as service inflows, many categories of work done by the citizens of Asia-Pacific 

LDCs may fall under Mode 4 of service supply, the movement of natural persons. 

Therefore, preferential treatment envisaged in decisions on the services waiver and its 

operationalization in regard to Mode 4 of service supply will largely benefit most Asia-

Pacific LDCs.  

 
The major remaining question is how to actually operationalize the services waiver. As 

stipulated in the decision on operationalization, LDCs need to submit a collective 

request list. That means each country has to identify their sectors and modes of supply 

of export interest as well as the barriers to exporting faced by those sectors and modes 

of supply. This will be a gigantic task given the limited capacities of Asia-Pacific LDCs 
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and little exposure to the international services market. Each country should conduct a 

survey for this purpose. Each survey should include an assessment of the country’s 

service sector and its competitiveness, and identification of target markets and the 

barriers that they are facing or may face. Each country needs to actively participate in 

preparing the collective request list referred to in the decision. It is noteworthy that the 

LDC Group in Geneva is engaged in the preparation of the collective request list. Asia-

Pacific LDCs should all involve themselves in this preparatory process. Given financial 

constraints, ESCAP could commission surveys in each of the Asia-Pacific LDCs. 

 

Table 2.13: Importance of service sectors and remittances in Asia-Pacific LDCs 

Country Share of 
services in 

valued added 

Main exports Trade in 
services as % 

of GDP 

Remittances 
as % of GDP 

Remittances 
as % of GNI 

Afghanistan 46.3 Services 25.9 1.9 NA 

Bangladesh 52.9 Manufactured goods 6.9 12.1 10.4 

Bhutan 37.8 Manufactured goods 10.6 1.0 0.3 

Cambodia 40.6 Manufactured goods 27.6 1.8 3.5 

Kiribati 65.8 Mixed exports NA NA 5.1 

Lao PDR 42.6 Mixed exports 9.8 0.6 0.6 

Myanmar 37.4 Mixed exports NA NA 0.2 

Nepal 49.3 Services 9.6 25.3 21.2 

Solomon 
Islands 

60.9 Food and agricultural 
products 

34.4 1.7 0.3 

Timor-Leste 14.3 Services 118.9 8.8 NA 

Tuvalu 68.6 Services NA NA NA 

Vanuatu 67.7 Services 59.4 2.8 0.9 

Yemen 52.9 Fuel 12.4 4.4 4.3 

Source: World Bank (2014) and UNCTAD (2013). 

Note: NA = not available. 
 

2.7 Elements of the DDA Work Programme Related to LDC-specific 

Decisions 

 
This paper has so far focused on the assessment of the decisions of the Bali package that 

are specific to LDCs and their implications for Asia-Pacific LDCs. There are other 

elements of the Bali package that could have ramifications for the Asia-Pacific LDCs’ 

external trade. Important among those elements was the finalization of the ATF, the 
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establishment of the Monitoring Mechanism on Special and Differential Treatment, and 

the decision on the preparation of a clearly-defined work programme on the remaining 

DDA issues by the end of 2014 (which was extended till July 2015). These decisions do 

not have any formal links to the LDC-specific decisions. The preparation of the work 

programme on the remaining DDA issues, specifically the modalities for non-

agricultural market access (NAMA), may have relevance to the decision on DFQF market 

access for LDCs, depending on the status of implementation of the decision.  

With regard to NAMA, the introduction of the concept of disproportionately affected 

countries and the criteria followed in addressing the concerns of those countries in the 

Fourth Revision of Draft Modalities for Non-Agricultural Market Access (WTO, 2008) 

had direct relevance to the decision on DFQF market access for LDCs. In order to 

address the concerns of LDCs, the African, Caribbean and Pacific Group of States 

targeted preference erosion due to MFN tariff reductions from the conclusion of the 

DDA. The NAMA modalities text proposed a mechanism that would slow tariff 

reductions for selected products that were very sensitive to preference erosion, so that 

preference-receiving countries got longer periods for adjustment. It proposed two lists 

of products, one for the European Union, which contained 59 products, and another for 

the United States, which contained 29 products. The text also proposed that the period 

for implementing tariff reductions for these products, the majority of which were 

apparel items, be increased to nine equal rates in 10 years from the normal 

implementation period of five years. While this proposal would benefit Asia-Pacific 

LDCs in the European Union, where they enjoyed DFQF market access, the benefits of 

MFN tariff reductions under the DDA in the United States would be eroded for Asia-

Pacific LDCs, particularly those whose major exports are apparel items.  

In order to address this disparity, the modalities text proposed the inclusion of the 

concept of disproportionately affected countries. It suggested normal implementation 

periods for tariff reductions for five selected Harmonized System lines each for 

Pakistan, Sri Lanka, Bangladesh, Nepal and Cambodia. However, the criteria followed in 

selecting the products for individual disproportionately-affected countries differed. In 

the case of non-LDC disproportionately affected countries, their top five tariff lines (on 

the basis of 2005 United States import figures) for 29 items were selected for tariff 

reductions in five years, while the same criterion was not followed in the cases of three 

Asia-Pacific LDCs (Bangladesh, Cambodia and Nepal). If the United States provides 

DFQF market access for all 29 Harmonized System lines before the conclusion of the 

DDA, the three Asia-Pacific LDCs would not have concerns about the NAMA modalities 

text. However, if the United States does not provide DFQF market access for those 

products, Bangladesh, Cambodia and Nepal may have to raise their concerns during the 

negotiations on NAMA. Since this issue is only relevant for those three Asia-Pacific LDCs, 

they may individually or collectively raise their concerns. 
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2.8 Key Findings and Future Work Programme 

 
The decisions taken in Bali are important stepping stones towards completion of the 

DDA. The Bali Package started the process of reaching agreement on the issues that 

were likely to benefit all countries in different ways. Developed countries gained 

through reaching the ATF, while developing countries’ demands were met through 

taking decisions on public stockholding for food security purposes, the exemption of 

certain general service programmes in agriculture from reductions commitments, and 

the maintenance of current levels of export subsidies. LDC-specific issues were also 

addressed, which was a green light for moving ahead with the DDA and reaching a win-

win situation for all. The decisions taken to address LDC issues will not directly grant 

benefits. For example, the decision on preferential RoO is merely a set of non-binding 

guidelines while the decision on the operationalization of the services waiver requires 

the submission of a collective request list by LDCs and the holding of a high-level 

meeting to consider the request. The decision on DFQF market access encourages the 

United States to seek to improve its DFQF coverage by the next ministerial conference. 

The overarching objective of these decisions is to create an environment in which LDCs 

may eventually benefit from the outcome of the process initiated by the decisions.  

 

An assessment of these decisions and their implications shows that LDCs, particularly 

Asia-Pacific LDCs, need to engage in substantial activities in order to translate the good 

intentions of WTO Members into real benefits. They should undertake activities 

individually and collectively in order to realize benefits through the proper 

implementation of decisions. Since ESCAP is the only forum to which all Asia-Pacific 

LDCs are party, it could play a key supportive and facilitating role. ESCAP could, for 

example, support LDCs in assessing the impacts of the decisions on each country, 

identify challenges and needs in each country as well as initiate joint initiatives and 

projects. Therefore, this chapter recommends undertaking the following actions in 

order to move forward and achieve tangible progress before the next ministerial 

conference: 

(a) The organization by ESCAP of a consultative meeting of Asia-Pacific LDCs in 

order to explore whether they can reach a common position on the decision 

on DFQF market access for LDCs. The United States and the Russian 

Federation could be targeted to improve market access. ESCAP could engage 

an expert to prepare a background paper to support such a meeting that 

should take into account the bills on extending duty-free access to LDCs put 

forward in the recent past by United States senators; 

(b) The initiation by ESCAP of a study to identify gaps between the guidelines in 

the Bali Ministerial decision on preferential RoO and the existing RoO in each 

preference-giving country’s GSP scheme. It would be pertinent to assess 

productive capacity in each of the Asia-Pacific LDCs in order to have clear 

ideas about their abilities to meet the various criteria proposed in the 

decision. The study could consider each country’s import patterns, the 
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methodology for estimating value addition that is most appropriate as well as 

the scope and coverage required for the application of regional cumulation; 

(c) Given that many developed and some developing countries have been 

providing DFQF access to LDCs with relaxed RoO, while most Asia-Pacific 

LDCs have yet to benefit from those initiatives and diversify their exports, an 

ESCAP study could be carried out to: (i) assess existing obstacles to taking 

advantage of DFQF access provided by these countries: and (ii) recommend 

appropriate policy actions for each of the Asia-Pacific LDCs;   

(d) The provision by ESCAP of support for Asia-Pacific LDCs in their conducting 

of surveys to assess the capacities of their services sectors,  and identify 

sectors and modes of supply of export interest to them as well as the barriers 

to exporting for those services sectors. Emphasis should be placed on service-

importing countries where remittances constitute an important component 

of gross national income. In doing so, the work currently being undertaken by 

the LDC Group in Geneva in preparing the collective request list could be 

considered;  

(e) A review by ESCAP of the implementation of WTO special and differential 

treatment provisions by Asia-Pacific LDCs in order to make concrete 

proposals for taking action under those provisions; 

(f) In order to contribute to the process of preparing a clearly defined work 

programme on the remaining DDA issues, studies could be carried out by 

ESCAP to assess the needs of Asia-Pacific LDCs related to agriculture, NAMA, 

the Dispute Settlement Understanding and WTO rules. 
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ANNEX 2.1 

Major Natural Resources, Agricultural Products and Industrial Products of Asia-
Pacific LDCs 

Country Natural Resources Major 
Agricultural 

Products 

Major Industrial Products 

Afghanistan natural gas, 
petroleum, coal, 
copper, chromite, 
talc, barites, sulfur, 
lead, zinc, iron ore, 
salt, precious and 
semiprecious 
stones 

opium, wheat, 
fruits, nuts; wool, 
mutton, 
sheepskins, 
lambskins 

small-scale production of 
bricks, textiles, soap, 
furniture, shoes, fertiliser, 
apparel, foodproducts, non-
alcoholic beverages, mineral 
water, cement; handwoven 
carpets; natural gas, coal, 
copper 

Bangladesh natural gas, arable 
land, timber, coal 

rice, jute, tea, 
wheat, sugarcane, 
potatoes, tobacco, 
pulses, oilseeds, 
spices, fruit; beef, 
milk, poultry 

jute, cotton, garments, paper, 
leather, fertiliser, iron and 
steel, cement, petroleum 
products, tobacco, drugs and 
pharmaceuticals, ceramics, 
tea, salt, sugar, edible oils, 
soap and detergent, 
fabricated metal products, 
electricity and natural gas 

Bhutan timber, 
hydropower, 
gypsum, calcium 
carbonate 

rice, corn, root 
crops, citrus; dairy 
products, eggs 

cement, wood products, 
processed fruits, alcoholic 
beverages, hydropower, 
calcium carbide, tourism 

Cambodia oil and gas, timber, 
gemstones, iron ore, 
manganese, 
phosphates, 
hydropower 
potential 

rice, rubber, corn, 
vegetables, 
cashews, cassava 
(manioc), silk 

tourism, garments, 
construction, rice milling, 
fishing, wood and wood 
products, rubber, cement, 
gem mining, textiles 

Kiribati none copra, taro, 
breadfruit, sweet 
potatoes, 
vegetables; fish 

fishing, handicrafts 

Lao PDR timber, 
hydropower, 
gypsum, tin, gold, 
gemstones 

sweet potatoes, 
vegetables, corn, 
coffee, sugarcane, 
tobacco, cotton, 
tea, peanuts, rice; 
cassava (manioc), 
water buffalo, pigs, 
cattle, poultry 

mining (copper, tin, gold, and 
gypsum); timber, electric 
power, agricultural 
processing, rubber, 
construction, garments, 
cement, tourism 

Myanmar petroleum, timber, rice, pulses, beans, agricultural processing; 
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Country Natural Resources Major 
Agricultural 

Products 

Major Industrial Products 

tin, antimony, zinc, 
copper, tungsten, 
lead, coal, marble, 
limestone, precious 
stones, natural gas, 
hydropower 

sesame, 
groundnuts, 
sugarcane; fish and 
fish products; 
hardwood 

wood and wood products; 
copper, tin, tungsten, iron; 
cement, construction 
materials; pharmaceuticals; 
fertiliser; oil and natural gas; 
garments, jade and gems 

Nepal quartz, water, 
timber, 
hydropower, scenic 
beauty, lignite, 
copper, cobalt, iron 
ore 

pulses, rice, corn, 
wheat, sugarcane, 
jute, root crops; 
milk, water buffalo 
meat 

tourism, carpets, textiles; 
small rice, jute, sugar, and 
oilseed mills; cigarettes, 
cement and brick production 

Solomon 
Islands 

fish, forests, gold, 
bauxite, 
phosphates, lead, 
zinc, nickel 

cocoa, coconuts, 
palm kernels, rice, 
potatoes, 
vegetables, fruit; 
cattle, pigs; fish; 
timber 

fish (tuna), mining, timber 

Timor-
Leste 

gold, petroleum, 
natural gas, 
manganese, marble 

coffee, rice, corn, 
cassava (manioc), 
sweet potatoes, 
soybeans, cabbage, 
mangoes, bananas, 
vanilla 

printing, soap manufacturing, 
handicrafts, woven cloth 

Tuvalu fish coconuts; fish fishing, tourism, copra 
Vanuatu manganese, 

hardwood forests, 
fish 

copra, coconuts, 
cocoa, coffee, taro, 
yams, fruits, 
vegetables; beef; 
fish 

food and fish freezing, wood 
processing, meat canning 

Yemen petroleum, fish, 
rock salt, marble; 
coal, gold, lead, 
nickel, and copper; 
fertile soil 

grain, fruits, 
vegetables, pulses, 
qat, coffee, cotton; 
dairy products, 
livestock (sheep, 
goats, cattle, 
camels), poultry; 
fish 

crude oil production and 
petroleum refining; small-
scale production of cotton 
textiles and leather goods; 
food processing; handicrafts; 
small aluminum products 
factory; cement; commercial 
ship repair; natural gas 
production 

Source: CIA (2014). 
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ANNEX 2.2 

Top 10 Exports of Asia-Pacific LDCs 

Country HS 
Cha
pter 

Product 
Category 

Description Exports ($ thousands) 

2010 2011 2012 

Afghanist
an 

'08 WTO Agri. Edible fruit, nuts, peel of 
citrus fruit, melons 

135,997 126,793 98,196 

'57 WTO Non-
Agri. 

Carpets, other textile floor 
coverings 

70,016 49,116 72,759 

'09 WTO Agri. Coffee, tea, mate, spices 16,691 6,653 54,147 

'12 WTO Agri. Oil seed, oleagic fruits, 
grain, seed, fruit, etc., nes 

33,440 29,161 20,641 

'41 WTO Non-
Agri. 

Raw hides, skins (other 
than furskins), leather 

14,676 16,185 8,976 

'51 WTO Non-
Agri. 

Wool, animal hair, 
horsehair yarn and fabric 
thereof 

13,423 6,438 5,908 

'05 WTO Agri. Products of animal origin, 
nes 

1,464 401 1,015 

'07 WTO Agri. Edible vegetables, roots, 
tubers 

16,303 7,810 0 

'02 WTO Agri. Meat, edible meat offal 1,025 0 0 

'04 WTO Agri. Dairy products, eggs, 
honey, edible animal 
products, nes 

36 217 0 

Banglade
sh 

'61 WTO Non-
Agri. 

Articles of apparel, 
accessories, knit or crochet 

9,255,19
7 

11,986,5
85 

11,566,2
05 

'62 WTO Non-
Agri. 

Articles of apparel, 
accessories, not knit or 
crochet 

7,325,63
2 

9,957,49
0 

11,075,2
06 

'63 WTO Non-
Agri. 

Other made textile articles, 
sets, worn clothing etc. 

794,209 1,043,00
8 

959,738 

'53 WTO Non-
Agri. 

Vegetable textile fibres nes, 
paper yarn, woven fabric 

707,874 794,430 613,632 

'03 WTO Non-
Agri. 

Fish, crustaceans, molluscs, 
aquatic invertebrates nes 

561,524 670,320 552,181 
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Country HS 
Cha
pter 

Product 
Category 

Description Exports ($ thousands) 

2010 2011 2012 

'64 WTO Non-
Agri. 

Footwear, gaiters and the 
like, parts thereof 

279,045 389,100 395,810 

'41 WTO Non-
Agri. 

Raw hides, skins (other 
than furskins), leather 

250,450 318,240 305,417 

'65 WTO Non-
Agri. 

Headgear and parts thereof 122,165 170,976 173,844 

'27 WTO Non-
Agri. 

Mineral fuels, oils, 
distillation products, etc. 

136,105 93,571 139,369 

'39 WTO Non-
Agri. 

Plastics and articles thereof 52,868 84,070 83,171 

Bhutan '72 WTO Non-
Agri. 

Iron, steel 163,628 168,434 122,345 

'28 WTO Non-
Agri. 

Inorganic chemicals, 
precious metal compound, 
isotopes 

31,498 31,395 26,021 

'74 WTO Non-
Agri. 

Copper and articles thereof 38,526 43,406 22,382 

'44 WTO Non-
Agri. 

Wood and articles of wood, 
wood charcoal 

6,808 6,594 5,366 

'10 WTO Agri. Cereals 333 125 5,126 

'84 WTO Non-
Agri. 

Machinery, nuclear 
reactors, boilers, etc. 

2 0 3,736 

'39 WTO Non-
Agri. 

Plastics and articles thereof 5,341 6,622 3,164 

'68 WTO Non-
Agri. 

Stone, plaster, cement, 
asbestos, mica, etc. articles 

1,327 2,144 935 

'25 WTO Non-
Agri. 

Salt, sulphur, earth, stone, 
plaster, lime, cement 

64,417 61,243 511 

'38 WTO Non-
Agri. 

Miscellaneous chemical 
products 

112 90 501 

Cambodi
a 

'61 WTO Non-
Agri. 

Articles of apparel, 
accessories, knit or crochet 

2,945,02
5 

3,843,34
2 

4,059,04
3 

'49 WTO Non- Printed books, newspapers, 1,777,01 1,576,09 2,283,04
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Country HS 
Cha
pter 

Product 
Category 

Description Exports ($ thousands) 

2010 2011 2012 

Agri. pictures, etc. 5 6 7 

'64 WTO Non-
Agri. 

Footwear, gaiters and the 
like, parts thereof 

177,108 267,138 299,464 

'87 WTO Non-
Agri. 

Vehicles other than 
railway, tramway 

103,917 298,121 293,487 

'62 WTO Non-
Agri. 

Articles of apparel, 
accessories, not knit or 
crochet 

88,320 139,491 218,634 

'40 WTO Non-
Agri. 

Rubber and articles thereof 86,864 192,218 168,306 

'10 WTO Agri. Cereals 37,284 107,880 139,959 

'85 WTO Non-
Agri. 

Electrical, electronic 
equipment 

5,627 5,778 41,819 

'71 WTO Non-
Agri. 

Pearls, precious stones, 
metals, coins, etc. 

3,866 20,315 40,119 

'63 WTO Non-
Agri. 

Other made textile articles, 
sets, worn clothing, etc. 

15,471 17,610 25,851 

Kiribati '15 WTO Non-
Agri. 

Animal or vegetable fats 
and oils, cleavage products, 
etc. 

1,692 5,786 3,776 

'03 WTO Non-
Agri. 

Fish, crustaceans, molluscs, 
aquatic invertebrates nes 

803 810 946 

'90 WTO Non-
Agri. 

Optical, photo, technical, 
medical, etc. apparatuses 

0 0 237 

'23 WTO Non-
Agri. 

Residues, wastes of food 
industry, animal fodder 

112 335 194 

'84 WTO Non-
Agri. 

Machinery, nuclear 
reactors, boilers, etc. 

2 50 192 

'76 WTO Non-
Agri. 

Aluminium and articles 
thereof 

54 43 136 

'24 WTO Non-
Agri. 

Tobacco, manufactured 
tobacco substitutes 

0 0 120 

'99 WTO Non- Commodities not 136 311 77 
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Country HS 
Cha
pter 

Product 
Category 

Description Exports ($ thousands) 

2010 2011 2012 

Agri. elsewhere specified 

'16 WTO Agri. Meat, fish and seafood food 
preparations nes 

0 0 39 

'28 WTO Non-
Agri. 

Inorganic chemicals, 
precious metal compound, 
isotopes 

0 0 29 

'11 WTO Agri. Milling products, malt, 
starches, inulin, wheat 
gluten 

0 0 23 

Lao PDR '74 WTO Non-
Agri. 

Copper and articles thereof 466,075 674,236 617,485 

'27 WTO Non-
Agri. 

Mineral fuels, oils, 
distillation products, etc. 

286,931 470,009 516,559 

'26 WTO Non-
Agri. 

Ores, slag, ash 418,563 526,444 500,815 

'44 WTO Non-
Agri. 

Wood, articles of wood, 
wood charcoal 

323,744 611,210 318,087 

'62 WTO Non-
Agri. 

Articles of apparel, 
accessories, not knit or 
crochet 

124,317 134,492 145,688 

'61 WTO Non-
Agri. 

Articles of apparel, 
accessories, knit or crochet 

118,938 80,053 123,226 

'09 WTO Agri. Coffee, tea, mate, spices 45,858 100,811 73,955 

'28 WTO Non-
Agri. 

Inorganic chemicals, 
precious metal compound, 
isotopes 

18,145 37,646 71,999 

'40 WTO Non-
Agri. 

Rubber and articles thereof 24,814 38,347 53,852 

'71 WTO Non-
Agri. 

Pearls, precious stones, 
metals, coins, etc. 

3,080 5,053 48,038 

Myanmar '27 WTO Non-
Agri. 

Mineral fuels, oils, 
distillation products, etc. 

2,936,00
6 

3,146,34
6 

3,509,42
5 

'44 WTO Non- Wood, articles of wood, 607,372 1,086,02 1,173,06
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Country HS 
Cha
pter 

Product 
Category 

Description Exports ($ thousands) 

2010 2011 2012 

Agri. wood charcoal 2 4 

'62 WTO Non-
Agri. 

Articles of apparel, 
accessories, not knit or 
crochet 

332,535 793,108 843,282 

'07 WTO Agri. Edible vegetables, roots, 
tubers 

891,000 851,819 809,984 

'71 WTO Non-
Agri. 

Pearls, precious stones, 
metals, coins, etc. 

1,871,04
7 

797,516 321,500 

'03 WTO Non-
Agri. 

Fish, crustaceans, molluscs, 
aquatic invertebrates nes 

318,301 306,489 279,793 

'26 WTO Non-
Agri. 

Ores, slag, ash 10,402 244,760 232,550 

'40 WTO Non-
Agri. 

Rubber and articles thereof 194,951 228,740 199,564 

'10 WTO Agri. Cereals 169,531 226,812 170,943 

'64 WTO Non-
Agri. 

Footwear, gaiters and the 
like, parts thereof 

52,968 102,340 116,108 

Nepal '57 WTO Non-
Agri. 

Carpets, other textile floor 
coverings 

64,901 77,109 95,734 

'62 WTO Non-
Agri. 

Articles of apparel, 
accessories, not knit or 
crochet 

64,454 69,831 50,706 

'39 WTO Non-
Agri. 

Plastics and articles thereof 22,170 16,925 42,877 

'22 WTO Agri. Beverages, spirits, vinegar 25,453 401 42,776 

'09 WTO Agri. Coffee, tea, mate, spices 45,182 57,301 36,966 

'73 WTO Non-
Agri. 

Articles of iron or steel 36,238 25,877 32,405 

'61 WTO Non-
Agri. 

Articles of apparel, 
accessories, knit or crochet 

11,409 13,888 31,236 

'55 WTO Non-
Agri. 

Manmade staple fibres 61,519 66,536 29,917 
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Country HS 
Cha
pter 

Product 
Category 

Description Exports ($ thousands) 

2010 2011 2012 

'72 WTO Non-
Agri. 

Iron, steel 106,801 117,010 24,100 

'64 WTO Non-
Agri. 

Footwear, gaiters and the 
like, parts thereof 

9,027 14,619 16,238 

Solomon 
Islands 

'44 WTO Non-
Agri. 

Wood, articles of wood, 
wood charcoal 

123,881 219,047 434,398 

'71 WTO Non-
Agri. 

Pearls, precious stones, 
metals, coins, etc. 

3,281 59,059 111,797 

'15 WTO Agri. Animal orvegetable fats 
and oils, cleavage products, 
etc. 

30,729 44,440 42,332 

'16 WTO Agri. Meat, fish and seafood food 
preparations nes 

1,294 3,028 36,990 

'03 WTO Agri. Fish, crustaceans, molluscs, 
aquatic invertebrates nes 

22,114 42,233 28,452 

'12 WTO Agri. Oil seed, oleagic fruits, 
grain, seed, fruit, etc., nes 

11,576 21,190 9,721 

'18 WTO Agri. Cocoa, cocoa preparations 14,378 16,526 5,157 

'01 WTO Agri. Live animals 35 925 3,511 

'72 WTO Non-
Agri. 

Iron, steel 30 358 3,500 

'84 WTO Non-
Agri. 

Machinery, nuclear 
reactors, boilers, etc. 

3,850 689 1,275 

Timor-
Leste 

'27 WTO Non-
Agri. 

Mineral fuels, oils, 
distillation products, etc. 

42,121 84,964 636,034 

'09 WTO Agri. Coffee, tea, mate, spices 15,141 27,252 11,928 

'87 WTO Non-
Agri. 

Vehicles other than 
railway, tramway 

244 555 1,929 

'12 WTO Agri. Oil seed, oleagic fruits, 
grain, seed, fruit, etc., nes 

18 4 987 

'84 WTO Non-
Agri. 

Machinery, nuclear 
reactors, boilers, etc. 

4,894 11,132 879 
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Country HS 
Cha
pter 

Product 
Category 

Description Exports ($ thousands) 

2010 2011 2012 

'44 WTO Non-
Agri. 

Wood, articles of wood, 
wood charcoal 

331 1,586 693 

'72 WTO Non-
Agri. 

Iron, steel 67 662 598 

'76 WTO Non-
Agri. 

Aluminium and articles 
thereof 

  291 527 

'90 WTO Non-
Agri. 

Optical, photo, technical, 
medical, etc. apparatuses 

1,154 235 430 

'85 WTO Non-
Agri. 

Electrical, electronic 
equipment 

3,686 1,136 323 

Tuvalu '03 WTO Non-
Agri. 

Fish, crustaceans, molluscs, 
aquatic invertebrates nes 

12,809 11,238 22,517 

'89 WTO Non-
Agri. 

Ships, boats, other floating 
structures 

1,062   5,771 

'85 WTO Non-
Agri. 

Electrical, electronic 
equipment 

205 714 774 

'35 WTO Non-
Agri. 

Albuminoids, modified 
starches, glues, enzymes 

    602 

'62 WTO Non-
Agri. 

Articles of apparel, 
accessories, not knit or 
crochet 

270 16 274 

'39 WTO Non-
Agri. 

Plastics and articles thereof 6 125 173 

'33 WTO Non-
Agri. 

Essential oils, perfumes, 
cosmetics, toileteries 

    136 

'30 WTO Non-
Agri. 

Pharmaceutical products 30 1 86 

'84 WTO Non-
Agri. 

Machinery, nuclear 
reactors, boilers, etc. 

69 182 78 

'73 WTO Non-
Agri. 

Articles of iron or steel 57 90 69 

Vanuatu '03 WTO Non-
Agri. 

Fish, crustaceans, molluscs, 
aquatic invertebrates nes 

4,525 5,768 230,364 



52 

 

Country HS 
Cha
pter 

Product 
Category 

Description Exports ($ thousands) 

2010 2011 2012 

'89 WTO Non-
Agri. 

Ships, boats, other floating 
structures 

2 4 12,977 

'12 WTO Agri. Oil seed, oleagic fruits, 
grain, seed, fruit, etc., nes 

11,867 19,004 9,437 

'85 WTO Non-
Agri. 

Electrical, electronic 
equipment 

296 130 5,859 

'18 WTO Agri. Cocoa, cocoa preparations 3,959 2,610 3,226 

'02 WTO Agri. Meat, edible meat offal 5,179 5,510 2,567 

'72 WTO Non-
Agri. 

Iron, steel 54 899 2,478 

'84 WTO Non-
Agri. 

Machinery, nuclear 
reactors, boilers, etc. 

1,318 700 2,033 

'23 WTO Agri. Residues, wastes of food 
industry, animal fodder 

5 832 1,434 

'16 WTO Agri. Meat, fish and seafood food 
preparations nes 

202 668 1,082 

Yemen '27 WTO Non-
Agri. 

Mineral fuels, oils, 
distillation products, etc. 

5,667,99
1 

6,129,45
9 

6,325,45
7 

'03 WTO Non-
Agri. 

Fish, crustaceans, molluscs, 
aquatic invertebrates nes 

207,124 233,166 196,860 

'87 WTO Non-
Agri. 

Vehicles other than 
railway, tramway 

37,234 47,424 57,970 

'08 WTO Agri. Edible fruit, nuts, peel of 
citrus fruit, melons 

39,966 62,977 55,171 

'84 WTO Non-
Agri. 

Machinery, nuclear 
reactors, boilers, etc. 

51,119 36,258 52,999 

'09 WTO Agri. Coffee, tea, mate, spices 26,365 31,334 32,499 

'34 WTO Non-
Agri. 

Soaps, lubricants, waxes, 
candles, modelling pastes 

21,257 25,237 31,214 

'72 WTO Non-
Agri. 

Iron, steel 9,011 40,346 30,264 
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Country HS 
Cha
pter 

Product 
Category 

Description Exports ($ thousands) 

2010 2011 2012 

'04 WTO Agri. Dairy products, eggs, 
honey, edible animal 
products nes 

27,707 33,020 30,261 

'11 WTO Agri. Milling products, malt, 
starches, inulin, wheat 
gluten 

10,835 18,248 25,423 

Source: ITC (2014). 
Note: nes = not elsewhere specified. 
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Chapter 3  

 

The WTO Agreement on Trade Facilitation: Consistency with Regional 

Trade Agreements and the Transition to Paperless Trade 

 

Florian A. Alburo 
3.1 Introduction 

 
It took many years, which were punctuated by various judgments about the relevance of 

the WTO, before the final text of a trade agreement was unanimously passed at the 

Ninth WTO Ministerial Conference in Bali. It may be light but the concluded ATF partly 

redeems the WTO’s fading importance in the multilateral trading system. The purpose 

of this chapter is to compare the results of the ATF with some of the regional trade 

agreements and the Agreement/Framework Agreement on Facilitation of Cross-Border 

Paperless Trade for the Asia Pacific Region (A/FA).  

 

We argue that the absence of any reference in the ATF to market access indicates the 

agreement’s rationale. Its rationale are that: (a) trade procedures and processes impose 

bottlenecks that constitute transaction costs to traders which are often greater than 

tariff reductions and border charges, (b) the ATF’s attention to detail is a recognition of 

various existing conditions among WTO Members, (c) calibrated provisions and 

obligations ultimately address the development dimension of the DDA, (d) the common 

routes that WTO Members will follow given the ATF actually set the tone and the 

underlying foundation for paperless trade illustrated and pioneered by the A/FA and (e) 

the ATF signifies the transition to paperless trade. 

 
Consequently several directions are identified. It is critical to capitalise on the ATF’s 

successful completion by harnessing Members’ collective advocacy in implementing it. 

This may be done inter alia, by bringing fragmented efforts for market access and other 

trading modalities in appropriate WTO forums. These efforts are yet to be multilaterally 

agreed upon, but actively pursued in the design of free-trade areas, bilateral/regional 

liberalisation, and mega-regional groupings. Indeed the objective will be to refocus 

resources that assist WTO in delivering on obligations and provisions in the ATF in 

more transparent ways in the context of Doha’s development vision. 

 

The content of the ATF is briefly summarised in the next section. In the section that 

follows, we examine some of the similarities and differences between the ATF and 

selected regional trade agreements. Of particular focus is the Asia-Pacific Trade 

Agreement (APTA), though we also refer to other preferential trade arrangements. We 

devote the section after that to more detailed analysis, comparison of the ATF with the 
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A/FA and the argument that the ATF is a building block toward paperless trade that will 

eventually lead to higher trade facilitation efficiency. A brief conclusion follows.  

 

3.2 The WTO ATF: Summary of Contents 

 
There have been a number of guides, studies and interpretations of the ATF since its 

approval in Bali (e.g., Kanyimbo 2013; Koopmann and Wittig 2014; OECD 2014; ITC 

2013a; Anjaparidze and Perovic 2014; Eliason 2014), most of which express positive 

outlooks for global trade rules depending on how the process of moving the ATF into its 

implementation phase goes and underlying understandings. Another summary is 

superfluous, especially if we simply look at the way that the ATF is organised, which is 

shown in Table 3.1. We proceed by highlighting several features of the agreement and 

noting how they impact developing countries.  

 
  
Table 3.1: The WTO Agreement on Trade Facilitation: Summary of Provisions 

Section  I   

     Article   1  Publication and Availability of Information 

 1 Publication 

 2 Information Available through Internet 

 3 Enquiry Points 

 4 Notification 

     Article 2  Opportunity to Comment, Information before Entry into Force, and 
Consultation 

      1 Opportunity to Comment and Information before Entry into Force 

 2 Consultations 

     Article 3  Advance Rulings 

     Article 4  Appeal or Review Procedures 

 1 Right to Appeal or Review 

     Article 5  Other Measures to Enhance Impartiality, Non-discrimination and 
Transparency 

 1 Notifications for Enhanced Controls or Inspections 

 2 Detention 

 3 Test Procedures 

      Article 6  Disciplines on Fees and Charges Imposed on or in Connection with 
Importation and Exportation 
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 1 General Disciplines on Fees and Charges Imposed on or in Connection with 
Importation and Exportation 

 2 Specific Disciplines on Fees and Charges Imposed on or in Connection with 
Importation and Exportation 

 3 Penalty Disciplines 

     Article 7  Release and Clearance of Goods 

 1 Pre-arrival Processing 

 2 Electronic Payment 

 3 Separation of Release from Final Determination of Customs Duties, Taxes, 
Fees and Charges 

 4 Risk Management 

 5 Post-clearance Audit 

 6 Establishment and Publication of Average Release Times 

 7 Trade Facilitation Measures for Authorized Operators 

 8 Expedited Shipments 

 9 Perishable Goods 

     Article 8  Border Agency Cooperation 

     Article 9  Movement of Goods under Customs Control Intended for Import 

     Article 10  Formalities Connected with Importation and Exportation and Transit  

 1 Formalities and Documentation Requirements  

 2 Acceptance of Copies 

 3 Use of International Standards 

 4 Single Window 

 5 Pre-shipment Inspection 

 6 Use of Customs Brokers 

 7 Common Border Procedures and Uniform Documentation Requirements 

 8 Rejected Goods 

 9 Temporary Admission of Goods/Inward and Outward Processing 

     Article 11  Freedom of Transit 

     Article 12  Customs Cooperation 

 1 Measures Promoting Compliance and Cooperation 

 2 Exchange of Information 
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 3 Verification 

 4 Request 

 5 Protection and Confidentiality 

 6 Provision of Information 

 7 Postponement or Refusal of a Request  

 8 Reciprocity 

 9 Administrative Burden 

 10 Limitations 

 11 Unauthorized Use or Disclosure 

 12 Bilateral and Regional Agreements 

     Article 13  Institutional Arrangements 

 1 Committee on Trade Facilitation  

 2 National Committee on Trade Facilitation 

   

Section  II  Special and Differential Treatment Provisions for Developing Country 
Members and Least Developed Country Members 

 1 General Principles 

 2 Categories of Provisions 

  a. Category A contains provisions that a developing country Member or 
a least developed country Member designates for implementation 
upon entry into force of this Agreement, or in the case of a least 
developed country Member within one year after entry into force 

  b. Category  B contains provisions that a developing country Member 
or a least developed country Member designates for implementation 
on a date after a transitional period of time following the entry into 
force of this Agreement 

  c. Category  C contains provisions that a developing country Member 
or a least developed country Member designates for implementation 
on a date after a transitional period of time following the entry into 
force of this Agreement and requiring the acquisition of 
implementation capacity through the provision of assistance and 
support for capacity building 

 3 Notification and Implementation of Category A 

 4 Notification of Definitive Dates for Implementation of Category B and 
Category C 

 5 Early Warning Mechanism: Extension of Implementation Dates for 
Provisions in Categories B and C 

 6 Implementation of Category B and Category C 

 7 Shifting between Categories B and C 
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 8 Grace Period for the Application of the Understanding on Rules and 
Procedures Governing the Settlement of Disputes  

 9 Provision of Assistance for Capacity Building 

 10 Information on Assistance to be Submitted to the Committee 

   

  Final Provisions 

   

Annex 1  Format for Notification under Article 10.1 

Source: WTO (2013a). 

 
First of all, it is evident that the ATF went through a complex evolution with difficult 

negotiations and cross-interests.6 While the July 2004 package mandated the 

negotiations to focus on General Agreement on Tariffs and Trade (GATT) 1994 Articles 

V, VIII and X, it took on a large scope by being open to other topics. It is true that the 

contents of the ATF hew closely to the negotiating mandate, but the acceptance of these 

contents was linked to other WTO negotiations. Strong opposition to the initial ATF 

language was based on the view that benefits would not be immediately forthcoming, 

especially for import-dependent countries and particularly those in Africa (Raja 2013). 

While the ATF indeed could be dubbed an “import-facilitation agreement”, such 

criticism ignores the increasingly globalised structure of production. Even with the 

breakthrough in Bali, the hurdle of implementation is far from overcome. The ATF 

Protocol of Agreement has to be signed by all WTO Members by July 2014 for 

ratification and implementation the following year.7 Although past the deadline, all 

WTO Members agreed in November 2014 to adopt the protocol incorporating ATF into 

(Annex 1A) of the Marrakesh Agreement establishing the WTO and making it an integral 

part of the “single undertaking”. Certain ambiguous agreements were reached in Bali in 

exchange for signing of the ATF, particularly Public Stockholding for Food Security 

Purposes, which has a later deadline than the ATF, given a temporary peace clause.8 

 

                                                           
6Apart from the length of time that it took the ATF to be negotiated, there have been more than 17 
versions of the draft text and some 400 brackets remained unresolved before the Bali Ministerial 
Conference. 
7More information is found in the text of the ATF, specifying the Protocol of Amendment and associated 
dates for completing the process. 
8The peace clause allows members to stockpile for food security purposes until a permanent solution is 
agreed upon in 2017. This clause seems to have been a way to secure a protocol for the ATF. 
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There was also a revision to the original ATF which saw a third section on “Institutional 

Arrangements and Final Provisions”. Containing 2 articles, the substance of Sections I 

and II remain the same. The articles found in Section III are the same as in the original 

texts. The Table 3.1 therefore captures the agreement in toto.  

 
Second, the ATF implies a development agenda through a trade framework. Section II 

has a specific focus on special and differential treatment for developing countries and 

LDCs, which was not prominent in many previous drafts of the ATF. This focus reflects 

the view that the ATF has benefits that may not be immediately forthcoming. 

Implementation requires large budgetary resources in the context of high opportunity 

costs and benefits spread over a long horizon. The special and differential treatment 

part of the ATF, which was carefully drafted to ensure that obligations are consistent 

with capacities, contains three categories of provisions, listed in Table 3.1, wherein 

developing countries and LDCs designate which provisions they can and want 

implemented upon entry into force of the ATF, in some cases after a transition period 

and/or upon acquisition of implementation capacity. These categories recognise the 

varied development conditions of each member. Moreover, there are no immediate 

obligations for which capacity needs to be built up. Thus, the special and differential 

treatment outlined in the ATF is unlike other special and differential treatment schemes 

of developed countries that require certain conditions and often necessitates advance 

obligations and therefore costs. For example, the new European Union GSP scheme that 

took effect in 2014 requires countries applying for GSP+ treatment (zero tariff rates) to 

ratify and implement 27 international conventions before benefiting from the GSP 

scheme. A number of authors have raised questions about the appropriateness of 

obligations (see, for instance, Stevens 2005; Stevens et al. 2011).  

 
Another characteristic of the ATF is the common language used and approved by all 

members. “Common language” here refers to the actual text of the provisions and not 

languages per se. Common language, even if subject to some differing interpretations, 

ensures that there is no discrimination in the text’s application to trade. In a study of 

more than 100 regional trade agreements and free trade agreement (FTAs), UNCTAD 

(2011) found that, at least for trade facilitation, the texts that outlined the same 

provisions differed markedly across regional trade agreements and FTAs. This disparity 

in part reflects either understandings of trading partners’ conditions or the negotiating 

strengths of parties to agreements. Such disparity is typically found in many regional 

trade agreements, such as those that include the Association of Southeast Asian Nations 

(ASEAN), and FTAs between developed and developing countries. For instance, there 

are differences in the language of the texts of the ASEAN-Republic of Korea and ASEAN-

Japan FTAs compared with the ASEAN-Australia-New Zealand FTA. The provision on 

cooperation on customs matters in the ASEAN-Republic of Korea and ASEAN-Japan 

FTAs simply recognises its importance or is cast in general terms. The language for the 

same provision in the ASEAN-Australia-New Zealand FTA specifies in detail what is 
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involved, such as use of automated systems, advance rulings, enquiry points, review and 

appeal. This disparity may be interpreted as the Republic of Korea and Japan 

understanding ASEAN’s conditions regarding that provision or the weak negotiating 

strength of ASEAN relative to Australia and New Zealand. As another illustration, 

regarding the provision for customs clearance, Japan’s FTAs with Indonesia, Malaysia, 

the Philippines, Thailand and Chile specify the use of information technology and 

harmonisation of procedures aligned with international standards, while the specifics 

are narrower in its FTAs with Singapore and Mexico. These disparities can again be 

interpreted as related to the negotiating strengths and weaknesses of parties to the 

agreements. The unevenness of language in texts may even be more serious for 

provisions that are not covered by the WTO mandate, such as investment and capital 

flows, labour standards and intellectual property. 

 
Fourth, the main focus of the ATF is trade procedures and processes and, notably, the 

agreement does not cover products or industries and changes in their associated tariff 

rates or liberalisation. The agreement does not espouse removing trade restrictions, but 

rather facilitates the movement of goods given a trade regime with the recognition that 

its steps effectively raise transaction costs. It suggests that more systematic attention to 

processes and procedures can reduce binding constraints to faster flows of goods. Most 

conventional procedures that are common among WTO Members are formalised in the 

ATF, thus the agreement covers the behaviours that characterise more than 90 per cent 

of world trade. These procedures include information dissemination through 

publication and notifications, feedback from stakeholders (indicating that they have the 

right to appeal), mechanisms for fees and charges, the process of goods release and 

cooperation between and among border authorities. This codification of trade 

procedures and processes defines obligations on the parts of all trading economies, 

which impose responsibilities that ultimately ensure speedier movement of goods and 

reduce transaction costs. At the same time, the ATF creates a systematic basis that 

allows traders to seek relief when they are adversely affected, which entitles them to 

eventual reparations through the Dispute Settlement Understanding. This scale of 

disciplines in the ATF partly explains why Section II of the ATF emerged to outline 

special and differential treatment provisions. 

 

Finally, the ATF incorporates new developments in the multilateral trading system that 

should accelerate the movement of goods. These developments include the use of the 

Internet as an information portal for government authorities to disseminate important 

information and notifications as well as necessary forms, advance rulings that provide 

early decisions regarding the classification of goods, applicable requirements and tariff 

charges, the use of electronic means of payment for fees and charges, possible use of 

single windows for all trade transactions and the use of authorised economic operator 

systems to increase the speed of transactions. In addition, the ATF specifies disciplines 

with respect to some existing practices and reinforces other practices. Article 10.5 deals 

with pre-shipment inspections by outlining that members do not require the use of such 
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inspections in relation to tariff classification and customs valuation, or where there are 

existing pre-shipment inspection agreements, and should not introduce or apply new 

requirements. Article 10.6 obligates members not to introduce the mandatory use of 

brokers. Where there are licenses required for customs brokers, the ATF specifies that 

the rules for licensing should be transparent and objective. Much emphasis is given to 

the use of risk management in the release and clearance of goods. The ATF obligates 

members to ensure that their application of risk management is not discriminatory and 

does not constitute “disguised restrictions to international trade” (WTO 2013a, Article 

7.4).     

 

3.3 The ATF and Selected Asia-Pacific Agreements 

 

The ATF is a breakthrough of global importance within the WTO since it is a multilateral 

agreement that is applicable to all trading economies.9 Yet, its contents are not 

something completely new to countries in the Asia-Pacific region, which has a number 

of trade initiatives and some regional trade agreements that are analogous to the ATF. 

Foremost of the initiatives is the Asia-Pacific Economic Cooperation (APEC) forum’s 

encouragement of trade facilitation among the 21 countries comprising the group. In 

the ASEAN region, trade facilitation is embedded in the existing agreements on the 

Common Effective Preferential Tariff (CEPT) scheme, the main vehicle for the ASEAN 

Free Trade Area (AFTA) and, subsequently, the ASEAN Trade in Goods Agreement 

(ATIGA). In the South Asia sub-region, there is the South Asian Free Trade Area 

(SAFTA), while in the South Pacific there are the South Pacific Regional Trade and 

Economic Cooperation Agreement (SPARTECA) and the Pacific Islands Countries Trade 

Agreement (PICTA). The APEC initiative is non-binding and non-obligatory and the 

AFTA and ATIGA are primarily sub-regional agreements. Much more relevant to the ATF 

are the Asia-Pacific Trade regional agreements – APTA and the A/FA. The former is 

reviewed below while the latter is discussed in the next section. 

 

Formerly the Bangkok Agreement and renamed in 2005, APTA is considered the oldest 

preferential trade agreement in the Asia-Pacific region. It was originally entered into by 

five countries, Bangladesh, India, Lao’s People Democratic Republic, the Republic of 

Korea and Sri Lanka, in 1975. Two more countries recently acceded to the agreement – 

China in 2001 and Mongolia in 2013 (pending national ratification for which a bill was 

only ordered to be drafted at an April 2015 cabinet meeting in Mongolia10).  APTA 

remains open to other Asia-Pacific countries for accession and covers three broad areas, 

liberalisation, trade expansion and safeguard measures.  

 

                                                           
9There is the argument that the ATF will need to be ratified by governments before it comes into force by 
two-thirds of its members. Theoretically, some members may not ratify but will not invalidate the ATF 
(Karmakar 2014). 
10 http://www.infomongolia.com/ct/ci/9209 accessed 26 April 2015. 

http://www.infomongolia.com/ct/ci/9209
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APTA constitutes 40 articles in eight chapters whose basic purpose, as specified in the 

preamble, is expanding trade among the developing country members of ESCAP (ESCAP 

2005). This purpose is pursued through a programme of trade liberalisation (Chapter 

II) that reduces tariffs, border charges and fees as well as non-tariff measures covering 

all manufactured products and those in raw, semi-processed and processed forms. 

Concessions are provided to participating states and include non-tariff measures 

associated with the products under concession (Chapter II, Article 6). Special 

concessions are provided to least developed participating states.  

 

In terms of trade expansion, APTA obliges participating states to adopt measures 

related to trade facilitation, including customs cooperation, simplification and 

standardisation of procedures and formalities related to reciprocal trade, and following 

WTO trade agreements. For preferences extended by one country to another, the 

preference-giving country must grant the same treatment for like products to other 

participating states. Such multilateral granting of preferences is not applicable to 

existing bilateral agreements of a participating state, exclusive preferences granted to 

developing countries prior to APTA and preferences granted to LDCs as part of special 

concessions. 

 

APTA also includes provisions relating to the suspension of concessions given certain 

defined circumstances. One circumstance is when an increase in imports under the 

concessions causes or threatens to cause serious material injury to domestic industries 

that produce like products to the imported products. The country informs the APTA 

Standing Committee and consults with the concerned country toward a solution. The 

other circumstance is when a participating state imposes the suspension of concessions 

to safeguard its balance of payments position by provisionally restricting imports and 

notifying the APTA Standing Committee. Such restrictions would be relaxed as the 

country’s balance of payments improves and eliminated when their maintenance is no 

longer justified, and the value of the concessions would be ensured (Articles 17, 18 and 

9). 

 

While the APTA as amendment to the First Agreement (known as the Bangkok 

Agreement) in 2005 is cast in general terms and provisions meant to refresh the 

original content, subsequent framework agreements on Trade Facilitation and on 

Investments were concluded in 2009. In 2011, a third framework agreement on Trade 

in Services was also concluded. These framework agreements which cover the recent 

areas of interest provide more specific bases for negotiation and cooperation among the 

Member-States. For example, the Framework Agreement on Trade in Services recognise 

the primacy of the WTO General Agreement on Trade in Services with APTA seeking to 

expand its “…scope and depth of liberalization beyond those under GATS…” (Article 3). 

The Framework Agreement on Trade Facilitation likewise recognises the ongoing WTO 

negotiations and highlights the importance of the Revised Kyoto Conventions in APTA 

formulation. The Framework Agreement on Investment does not hinge on any existing 
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arrangements but provide for bases for negotiations and cooperation in the (usual) four 

areas of (a) cooperation and facilitation programme, (b) promotion and awareness 

programme, (c) liberalisation programme, and (d) protection of investment 

programme.  

 

This brief review of APTA, when compared with that of the ATF in the previous section, 

elicits a number of observations. First, APTA appears to have broader coverage, 

particularly regarding tariff concessions and the non-tariff measures associated with 

them. Indeed, the annexes to APTA list the concessions given by participating states that 

are then multilaterally granted to other participating states. This coverage contrasts 

with that of the ATF, which focuses on trade processes and procedures. 

 

Second, APTA includes provisions regarding the suspension of concessions in two 

circumstances – serious material injury to domestic industries and balance of payments 

deterioration. The provisions follow the WTO disciplines which require that the benefits 

under the concessions are safeguarded, restrictions are provisionally imposed on 

imported products listed in the annexes to the agreement, and notice and consultation 

be undertaken to remedy the situation (the APTA Standing Committee will seek a 

solution and may allow the participating states to suspend trade for the “equivalent 

amount of concession” if no solution is arrived at after 90 days). Such provisions are not 

found in the ATF. However, there are provisions in the ATF for the suspension of 

procedures and processes, especially with regard to special and differential treatment 

as found in Section II of the agreement. Many provisions are cast in flexible language 

that creates room for obligations that are weak or based on the best effort. ATF 

provisions involve textual constructions such as “shall allow”, “are encouraged” and 

“shall endeavour”, which imply flexibility, but what is critical is the inclusion of the 

provisions in the agreement. 

 

Finally, it is fairly evident that APTA is not really comparable to the ATF. There are 

references in APTA to trade facilitation provisions that appear to be general statements 

but do not really focus on specific processes and procedures involved in trade 

transactions. Indeed, APTA is an important vehicle for participating states to exchange 

concessions, promote cooperation and specifically use trade for economic development, 

all of which are befitting of a pioneer in the region’s trade agreements. To the extent 

that APTA can be placed alongside the ATF, together they boost the systematic and 

widespread expansion of trade across the entire Asia-Pacific region beyond what can be 

done by the sub-regional mechanisms currently in place. Such complementarity may 

benefit from weaving some recommitments to APTA into the ATF. 

 

3.4 The ATF and Paperless Trade Facilitation 
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In May 2012, ESCAP invited countries in its region to work toward developing regional 

arrangements on the facilitation of cross-border paperless trade, initiate or accelerate 

implementation of national paperless trade systems, adopt or develop international 

standards for seamless exchange of trade-related information and documents, and 

consider entering into bilateral or sub-regional agreements on cross-border recognition 

and exchange of trade-related documents. Subsequently, the ESCAP Secretariat drafted 

initial versions of the A/FA (ESCAP 2013), brought together legal and technical experts 

to review and refine the text, consulted member States on the text on a sub-regional 

basis and initiated formal inter-governmental negotiations on the draft agreement 

(ESCAP 2012; Duval 2014).11 This section compares the ATF and A/FA.   

 

The ATF focuses on the processes and procedures associated with the movement of 

goods across borders, whereas the A/FA dwells on provisions that enable an electronic 

environment for trade processes. Indeed, the A/FA seems to view trade facilitation as a 

catalyst for automation and the use of information technology. A large part of it 

develops general principles on technology neutrality, interoperability and non-

discrimination in the use of electronic communications. Specific mechanisms for an 

electronic environment are also enumerated, such as digital signatures, biometrics-

based signatures and “I agree” signature images. Interpretations of the A/FA refer to 

particular international best practices from United Nations entities such as the United 

Nations Economic Commission for Europe and United Nations Commission on 

International Trade Law, and international conventions such as the United Nations 

Conventions on Contracts for the International Sales of Goods and the Use of Electronic 

Communications in International Contracts. 

 

There are no provisions in the ATF that explicitly obligate members to use electronic 

means or information and communications technology. There are, however, several 

references in the agreement to the use of electronic platforms – the availability of 

information through the Internet, electronic payment of duties and taxes, formalities 

and documentation requirements through “availability of technique and technology”, 

acceptance of electronic copies of supporting documents, encouraged use of 

information technology to support single windows, electronic filing or processing, 

requests through electronic means and provision of information in “paper or electronic 

means”. By and large, the ATF promotes manual procedures with no mandatory 

provisions on employing electronic means in the formalities of the processes of 

importation, exportation and transit (Article 10), disciplines on fees and charges 

(Article 6) and customs cooperation, among others. Given the uneven levels of 

development across WTO members, the provisions take the shape of processes and 

procedures, compliance with which results in the movement of goods across borders.  

 

                                                           
11Strictly speaking, the A/FA reviewed here is not yet a formal agreement but a draft text for discussion 
that appears to be the basis for further negotiations and a conclusive agreement. 
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On the other hand, the A/FA lays groundwork and provides the enabling framework for 

trade facilitation by electronic means, automation and electronic communications 

through information technology. It sets the tone for the transition to paperless trade 

(facilitation) during ATF implementation. The A/FA identifies the necessary digital and 

legal infrastructure associated with paperless trade and the principles to undergird 

them. When countries implementing the ATF adopt an electronic environment, the 

A/FA becomes its strong foundation if it is formally agreed upon by ESCAP members, at 

least in the Asia-Pacific region. 

 

The ATF and A/FA are not directly comparable, although they are compatible. There is 

no direct comparability since the provisions in the ATF, obligations and compliance, are 

mostly trade procedures and processes with only sparse references to paperless means. 

All of the provisions, however, are disciplines premised on transparency that are meant 

to speed up the movement of goods across borders. The ATF is compatible with the 

A/FA since in a scenario in the Asia-Pacific region where the processes and procedures 

outlined in the ATF use electronic platforms, the A/FA would become their guiding 

framework.  

 

What is critical in looking at the ATF and A/FA is the number of issues that have to be 

addressed with regard to their compatibility. References in the ATF to electronic means 

or automation are related to the formalities of procedures and documentation (Article 

10), which involve standards, simplified clearance, coordination between agencies, the 

single window and one-time submission (Alburo 2007). The ultimate question about 

automation and computerised systems is whether they would lead to the more efficient 

movement of goods across borders. Several factors appear to be important. First, 

automated computerised systems for trade facilitation involve various public and 

private entities. Many of the procedural steps involved in the declaration of goods occur 

before the windows of different entities that provide services along trading routes. 

Customs agencies are only one of the many types of entities that traders have to 

contend with during importation and exportation. Even if each entity on the route is 

computerised and fully automated, systems without common formats or standard 

middleware are likely to slow down the movement of goods, increase downtime and 

delay goods clearance and delivery. 

 
Second, the effectiveness of information technology application to trade facilitation 

improves if automation and the computerisation of functions are from end to end. One 

rationale for automation is to reduce discretion on the part of border officials. Where 

some steps are manual or require the intervention of officials who can modify a step, 

the possibility of face-to-face transactions increases. Where traders and other 

stakeholders submit electronic forms, the need for face-to-face transactions is 

eliminated and efficiency is increased.  
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Finally, the foundation for successful and efficient computerised procedures for the 

movement of goods across borders is the extent of automation in the rest of an 

economy, not just among the entities along the trading route. For those entities directly 

involved in the movement of goods, efficiency gains will be short-lived if only trade 

functions are automated and the rest of operations are not. More pointedly, without 

concomitant changes in the automation of whole economies, the speed of the movement 

of goods will be slow to increase. Such widespread automation is the result of a large 

number of exogenous factors, such as agreements like the A/FA. 

 

3.5 Conclusions 

 

Having successfully integrated the ATF into the Marrakesh Agreement Establishing the 

WTO, ATF now appears to be on the road to implementation after ratification by the 

majority of WTO members. The significance of the ATF is more apparent after its 

comparison with two agreements, APTA and the A/FA, discussed in this paper. 

Comparison to many more trade facilitation agreements is unlikely to change the 

conclusions at which we have arrived (see, for instance, Wang and Duval 2014a). 

 
Given our comparison, it is clear that the ATF is unique. It is not an agreement on a 

liberalisation programme premised on tariff reductions. It is not an agreement on sector 

programmes. It is not an agreement on the physical and logistical infrastructure 

necessary for trade facilitation. It is clearly focused on the processes and procedures 

associated with the movement of goods across borders. It is premised on the reduction 

of transaction costs inherent in these processes and procedures, which are more 

significant barriers to trade than tariffs (Wang and Duval 2014b). Section I and 

especially Section II of the ATF indicate that many of the existing trade environments in 

developing countries and LDCs must be improved. The ATF actually strengthens the 

underlying principles of the WTO, the general principle of universal access to 

information and related factors that affect the movement of goods. In particular, the 

detailed provisions in the agreement aim to replace uncertainty in trade environments 

with calculable risks and enhanced predictability. As a start, it is not even so much the 

procedures or documents required but rather knowing what these are given widespread 

dissemination, sufficient lead time provided to traders before the application of rules 

and requirements as well as enforcement, and simple clarification of terms. The 

message of these provisions is that accessible information is conducive to trade 

facilitation. 

 

The ATF provisions also aim to increase the transparency of processes and 

requirements during the speedier movement of goods across borders. These include 

simple and transparent processes for appeal in cases of disputes concerning traded 

goods, clear specification of fees and charges associated with imports and exports, 

objective criteria for the classification of goods following universal standards, and a 
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review process as well as consultations with affected parties regarding rules, 

regulations, documentation and procedures. The message of these provisions is that the 

more transparent the trade environments, the faster goods move. 

 
The ATF is partly intended to reduce discretion on the part of border officials in 

decisions regarding the disposition of goods as they enter national territories. Critical 

ways to do this are tightening rules as well as making them transparent and widely 

known. Establishing rules, procedures, documentation requirements and review 

processes are meant to improve governance at borders. At the policy level, there is no 

doubt that fewer tariff rates, if not a single rate, leave little room for discretion in terms 

of goods classification and thus payments of duties and taxes. At the bureaucratic level, 

the prohibition of payment of unpublished fees and charges can go a long way to 

minimise discretion. Conversely, clear specification of penalties and charges reduce 

instances of under-the-table negotiations. The message of these provisions in the ATF is 

that tightening rules and lessening room for discretion on the part of border officials 

can save revenue for governments and unnecessary expenses for traders while at the 

same time increasing the speed at which goods move when entering national territories. 

 

The ATF, which is a multilateral agreement, creates a more standardised and thus 

predictable environment for traders across all economies. Standardisation involves 

convergent requirements and documentation and comparable bases for interventions at 

national levels. Processes, procedures and information constitute the core elements 

needed by all trading economies in order to facilitate the movement of goods and to 

move them faster across borders. A predictable trade environment enables efficient 

flows of information, documents and goods. Such predictability rests not necessarily on 

the automation of procedures and activities but on greater transparency, wider access 

to information (in whatever format) and minimal discretion on the part of border 

officials in controlling the movement of goods. 

 

The ATF recognises the right of every country to impose restrictions on the admission 

of goods according to the scrutiny of specialised entities with different responsibilities 

that depend on the type of traded goods and source or destination. These entities could 

include ministries (for example, ministries of commerce, environment, agriculture, 

health and/or defense), police agencies, quarantine authorities and veterinary officials. 

The provisions in the ATF suggest finding ways for a single transaction to go through a 

one-stop process or single window. The ATF alludes to electronic platforms that use 

only one document for all involved agencies, essentially pointing to a single action per 

transaction. The message of these provisions is not to do away with the right to 

scrutinise but to ensure that goods facing various formalities go through the minimum 

number of transaction operations. 

 

The review of the A/FA demonstrates the complementarity between the ATF and the 

nascent draft agreement on cross-border paperless trade. The facilitation of paperless 
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trade alongside the implementation of the ATF would be instrumental in building the 

digital and legal infrastructure that is necessary for trade facilitation in the developing 

countries and LDCs that need it most. On the other hand, the ATF is also a fitting 

outcome of the APTA framework that is home-grown in Asia – strengthening it through 

other WTO-related vehicles such as services and investments. And as the ATF embraces 

its digital character following A/FA, the complementarities will have been complete.     
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Chapter 4 

The Potential Effects of Recent WTO Decisions Related to Agriculture 

on Trade Flows 

 

John Gilbert 

4.1. Introduction 

 

The Ninth Ministerial Conference of the World Trade Organization (WTO) in Bali, 

Indonesia in December 2013 included a number of decisions that will have an impact on 

agricultural trade and are currently under discussion by the Agriculture Committee. In 

particular, one ministerial decision, Public Stockholding for Food Security Purposes, 

was made that affects the ability of developing country governments to build stockpiles 

for the purpose of maintaining food security (WTO 2013c). Another decision, 

Understanding on Tariff Rate Quota Administration Provisions of Agricultural Products, 

as Defined in Article 2 of the Agreement on Agriculture, was made on how to deal with 

tariff-rate quotas (TRQs) that repeatedly fail to bind or remain unfilled (WTO 2013d).  

 

The purpose of this paper is to outline the content of the decisions, comment on the 

possible implications for direct and indirect international trade flows, identify the 

possible implications for food-importing countries in the United Nations Economic and 

Social Commission for Asia and the Pacific (ESCAP) region, and suggest ways that ESCAP 

can help its stakeholders evaluate the implications of the decisions and thereby help 

enhance capacities of developing countries within the ESCAP region with respect to 

negotiating and implementing trade and investment agreements. 

 

The structure of this chapter is as follows. In the next subsection we review the content 

of the decision on stockpiling and summarise its main points and implications by 

drawing from the text of the agreement as well as explanations provided by the WTO. 

We then briefly consider the trade flow impacts of stockpiling from the perspective of 

economic theory and suggest approaches for analysing them. In the following 

subsection, we review the content of the decision on TRQs and summarise its main 

points and implications then again consider the trade flow impacts according to theory 

and suggest approaches for their analysis. Concluding comments follow. 

 

4.2. Public Stockholding for Food Security Purposes 

 
The essence of the Bali Ministerial decision Public Stockholding for Food Security 

Purposes is that for developing country members of the WTO, under certain conditions, 
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the cost of building up food stocks for the purpose of meeting food security objectives 

(in particular those involving the provision of food aid to disadvantaged groups in 

society) need not be counted against a country’s domestic support limits, which refer to 

policies such as market price support measures, direct production subsidies or input 

subsidies. The decision is an interim one, with a final decision (under the purview of the 

Agriculture Committee) expected by the end of 2017. At the November 2014 General 

Council Meeting, it was agreed that members would aim for a permanent solution by the 

end of 2015, but that the interim decision would continue to hold until a permanent 

solution is reached, even should that occur beyond 2017. 

 

WTO notes on the decision provide background information. Ordinarily, administered 

price food purchase programmes for the purpose of building stockpiles, as opposed to 

market price programmes, are considered to distort trade through their effects on 

market prices and quantities produced. They are therefore subject to support limits 

under the WTO’s Agreement on Agriculture (effectively 10 per cent of the total value of 

production for most developing countries under the de minimis provision). Some 

developing countries have highlighted that the calculation procedures used indicate 

that they are approaching their limits, which means they do not have the flexibility 

required to meet their food security and food aid needs and provide support to low-

income farmers. They have argued that administrative price purchases for food security 

or food aid purposes should not be counted as trade-distorting and therefore subject to 

limits. This is a controversial proposal and the interim decision reflects a set of short-

term compromises. 

  

The decision takes the form of a temporary peace clause. WTO members agree to refrain 

from lodging a legal complaint within the WTO if a developing country member exceeds 

its domestic support limit as a consequence of stockholding for food security. At the 

November 2014 General Council Meeting, the wording was strengthened to indicate 

clearly that legal complaints would not be lodged. Several conditions/limitations are 

imposed: (a) a stockholding programme must exist as of the date of the decision (i.e. 

December 2013), (b) the support must be provided for traditional staple food crops 

(defined as agricultural products that are the predominant staples in the traditional diet 

of the member country), (c) the support should not distort trade or adversely affect the 

food security of other members and (d) the stockholding programme should not result 

in an increase in support beyond the agreed limits provided by the member in other 

programmes. The remainder of the decision sets out notification and additional 

documentation requirements, monitoring arrangements, and aims for developing a 

permanent solution to the problem. 
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4.2.1 The Impacts of Stockpiling on Trade 

 
The potential policies that are relevant under the ministerial decision are quite varied, 

so it is useful to break them down. First, consider the effect of government purchases of 

a commodity for a stockpile. From the perspective of the domestic government, these 

purchases can simply be thought of as an increase in domestic demand in the amount 

required for the stockpile. If the purchases are made at the market price, as is ordinarily 

allowable under WTO rules, then the quantity supplied is not directly affected by the 

intervention if the domestic economy is relatively small in world markets. However, net 

exports necessarily decrease ceteris paribus (i.e., imports rise for a country that imports 

the commodity, while exports fall for an exporting country). This is not considered 

trade-distorting because the quantity of production has not changed.  

 

Now consider the allocation of the stockpile. If the purchases are literally put into a 

warehouse, then there is no further effect during the current market period. However, 

one of the stated purposes of stockpiling under the ministerial decision is for food aid. 

Suppose that the government purchases are entirely allocated to domestic consumption 

during the current market period. In that case, we have what is effectively just a 

consumption subsidy, with the domestic consumption price falling by the amount 

necessary to clear the government purchases. 

 

The basic effect is the same if the domestic economy is large enough to affect world 

prices, but then a reduction in net exports will correspond to an increase in the world 

price, assuming an upward sloping world supply and/or downward sloping world 

demand. This increase in price will indirectly increase domestic production and 

decrease consumption in the economy, with an order of magnitude that depends on the 

relevant trade elasticities, but presumably of second order importance from the 

perspective of the intervening country. 

 

Finally, consider that the ministerial decision allows for administrative price purchases. 

These are meaningless if the administrative price lies below the market price, so let us 

assume that the administrative price lies above (one of the other stated objectives is, 

after all, to provide aid to low-income farmers). An administrative purchase programme 

with a price that exceeds the market price is in effect a production subsidy in the 

amount of the difference. This programme has the effect of shifting the domestic supply 

curve to the right. If the domestic economy is small, then there is no effect on the 

quantity demanded, but the quantity supplied rises. Net exports necessarily increase 

ceteris paribus (i.e. imports fall for a country that imports the commodity, while exports 

rise for an exporting country). If the economy is large, there would be second-order 

effects arising from a decrease in the world price. This intervention is normally 

considered trade-distorting because the quantity produced increases, but the 

ministerial decision makes the intervention allowable within the limits outlined above.  
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Combining the interventions, if a government makes administrative purchases at a price 

above the market price and allocates those purchases to the domestic population as 

food aid, then we effectively have both a production subsidy and a consumption subsidy 

being used simultaneously. The ultimate effect of such a regime on the volume of trade 

is unclear, as it depends on which effect dominates, which in turn depends on the 

magnitude of the purchases the degree to which the administrative price exceeds the 

market price and, of course, the market parameters. It is possible that the net exports of 

an economy may increase or decrease (or remain unchanged). 

 

Indirect effects on other commodity markets may also be felt depending on the degree 

of substitutability in consumption and, in some cases, commonalities in factor use. 

Hence, in the domestic economy, a consumption subsidy pushes the domestic price of 

the staple down, which results in less consumption of substitute goods (e.g. other 

grains) and more consumption of complementary goods, at given prices. A production 

subsidy on the staple draws land and other resources into staple production, which in 

turn results in declines in output of other commodities, for a given resource base. The 

latter effect is relevant when production of the staple comprises a large proportion of 

agricultural activity. 

 
Effects on other countries are relevant only in the event that the country undertaking 

stockpiling measures has an economy that is large enough to influence trading prices. If 

the net effect of policies is a reduction in net exports of the staple, then the trading price 

of the staple rises. This price increase hurts countries that import the commodity in 

question (regardless of whether the commodity is imported from the intervening 

country or not) and benefits the exporters. If the net effect is an increase in net exports, 

the opposite is true. Of course, for some commodities, regional trade patterns may be 

significant. Hence, the relative size of an economy needs to be interpreted in the context 

of the relevant market. This is to say, where particular varietals are consumed within a 

region and/or transportation costs are important, substitution possibilities may be 

limited, and it is possible for staple commodity prices to rise/fall locally within a region 

even when the economy is not a large producer in terms of world market share. Indirect 

effects via substitution in production and consumption are also possible. 

 

4.2.2 Strategies for Assessing the Impacts on Trade 

 
As discussed in the previous section, in addition to having an impact on the economies 

of countries that adopt stockpiling for food security purposes, changes in stockpiles will 

have impacts on their trading partners, in particular in situations where those trading 

partners are dependent on imports of staple products to which the rules outlined in the 

ministerial decision apply. In this section we outline three ways that ESCAP’s research 

programme can provide important information to stakeholders (both those 
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implementing stockpiling measures and those affected by them), beginning with 

relatively simple methods and moving on to more complex approaches. 

 
Simple Indicators 
 
The first step is obviously to identify which countries in a region are likely to utilise the 

provisions of the ministerial decision and with respect to which commodities. Assuming 

that this information is known through notifications or other means, the next step in 

order to assess the effect of food security measures on trading partners is to devise 

measures that help to understand which countries are potentially vulnerable to changes 

in the food security policies of their trading partners. To do so, we need indicators of a 

trading partner’s dependence on the staple commodity under study, the trading 

partner’s dependence on imports of that commodity, and the trading partner’s 

dependence on the particular import source. The simplest such measures are 

constructed from proportion data on domestic consumption, production and imports. 

 

The overall importance of staple commodities can be measured by taking the 

proportion of consumption of the staple in the overall consumption bundle or total 

consumption of food products. Where data are available, this indicator could be broken 

down by household category. The closer the value is to unity, the heavier the 

household’s dependence on the product in question. 

 

Next consider the dependence on imports. This indicator is generally measured by one 

minus the self-sufficiency ratio, which is defined as the proportion of domestic 

consumption (in the product category) that is met by domestic production. A value of 

zero indicates that the product is a pure importable, while a value of unity indicates that 

domestic consumption is fully met by domestic production. Subtracting the self-

sufficiency ratio from one yields a measure of dependence on imports in the product 

category. 

 

Finally, dependence on a particular import source can be measured in a variety of ways. 

The most straightforward is a regional concentration ratio. This ratio is formed by 

summing the import shares across a defined number, n, of import sources ranked based 

on size in descending order. Hence, it is the share of the top n import sources. A 

Hirschmann index can also be constructed by summing the squared import shares 

across all import sources. Obviously, if the intervening country is a major supplier, its 

market share can be used as a concentration ratio with n=1. 

 

These three indicators can be evaluated independently and a simple indicator of overall 

dependence can be formed by taking the product of the three terms. The first term 

captures the importance of the product category in overall (or food) consumption, the 

second term is a measure of overall dependence on imports in the product category, 

while the third term is a measure of dependence on a particular import source. Taking 
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the product of the three terms yields a single index number. It represents the extent to 

which the consumption of the staple product by the average household in an economy is 

dependent on imports from the particular import source.  

 

The index lies between zero and one because all three terms lie between zero and one. 

The index approaches zero if any of the values of consumption dependence, import 

dependence or regional dependence are small. It approaches one when the values of all 

three terms are high. Hence, a country that is heavily dependent on imported products, 

though imports from a wide variety of sources, would have lower value of the index 

than country that is equally dependent on imported products but relies heavily on a 

small number of sources, for a given level of importance in the consumption bundle. 

Similarly, countries that rely on a small number of sources, but are not import 

dependent in the aggregate, would have a low index value, as would countries that are 

heavily import dependent, but for which consumption of the staple accounts for a small 

proportion of overall (food) consumption. 

 

Calculation of these indices requires data on the values of production, consumption and 

trade. Primary data on trade are readily available through the United Nations Statistical 

Division Comtrade (Commodity Trade Statistics) database, though some gaps exist. 

Processed data on trade for a somewhat more limited time period is available through 

the BACI database, which collects international trade data at the product level, 

constructed by the CEPII (Centre d’Etudes Prospectives et d’Informations 

Internationales). Production and consumption data are somewhat more problematic. 

Given the focus on staple commodities, some data are available from the Food and 

Agriculture Organization of the United Nations (FAO). Other data are available from 

national accounts, but these have consistency issues (although the focus on proportion 

data mitigates a number of potential data issues). The required data can be found in the 

Global Trade Analysis Project (GTAP) database constructed by the Center for Global 

Trade Analysis at Purdue University. This database has reasonably good sectoral and 

regional disaggregation, though for a limited number of years. 

 
Assessing Changes across Time Using Decompositions 
 
In addition to constructing a simple indicator of dependence, it would also be useful to 

know how the index is changing over time so that trends can be evaluated. Obviously, 

the index can be calculated for multiple time periods, subject to data availability. 

However, more insight into changes across time can be derived from simple 

decomposition techniques.  

 

To see this, let the consumption share be labelled C, the import share be labelled M and 

the share of imports from the largest supplier, or the source share, be labelled S. Then 

the value of the index would be I=CMS. Let the change in the index between any two 

periods be given by ΔI. Similarly, let ΔC be the change in the consumption share, ΔM be 
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the change in the import share, and ΔS be the change in the source share. It is then 

straightforward to show that ΔI can be broken down into seven terms: 

 
ΔI=CMΔS+CSΔM+SMΔC+CΔMΔS+MΔCΔS+SΔCΔM+ΔCΔMΔS 

 
Using the Laspeyres index throughout implies that the weights in each of the first six 

terms are from the initial year. This decomposition breaks down the sources of changes 

in the index value. The first three terms capture the first-order effects of changes in S, M 

and C, respectively. That is, the first term tells us the effect of change in the importance 

of the major import source at the initial levels of consumption and overall import 

dependence, and so on. The remaining terms capture second-order or interaction 

effects. Hence, for example, the fourth term captures the effect of interactions between 

change in overall import dependence and change in the importance of the import source 

(it will tend to be high if these changes are moving in the same direction and are 

relatively close), for a given level of overall household consumption dependence in the 

product category, and so on. 

 

By decomposing the changes in the index over time in this way, we can gain a clearer 

picture not only of how overall dependence is changing over time, but also about the 

relative importance of the factors in the changes. Calculation of these decompositions 

requires data on production, consumption and trade over at least two time periods. 

Potentially useful data sources are the same as those identified above. 

 
Network Approaches  
 
A complementary method for examining trade dependence patterns in staple 

commodity markets is the adoption of some simple descriptive techniques from the 

field of network economics. For example, we can obtain useful information about the 

trade dependence patterns for staple commodities by constructing network graphs of 

trade linkages within a relevant region and formulating some basic indicators for the 

characteristics of the networks and their members (e.g. betweenness and closeness). 

Changes in the structures of networks over time can also be examined.  

 
Numerical Simulation Approaches 
 
The approaches outlined above are based on the evaluation of primary data and are 

useful starting points for assessing where problems may arise and broad changes in 

relevant economic variables. However, indices provide us with only limited abilities to 

evaluate the implications of policy changes on an economic system. Understanding how 

changes in stockpiles and the related policies can affect global trade flows at a more 

detailed level requires simulation methods.  

 

There are a number of established methods for quantifying the economic effects of 

changes in trade policy. Projections from a gravity model can be used to assess trade 
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expansion potential (i.e. the change in the volume of aggregate bilateral trade), while 

partial equilibrium (demand and supply) models can be used to assess trade policy 

impacts on production, consumption and trade in specific sectors. Where insights into 

the system-wide impacts of trade reform are sought, however, computable general 

equilibrium (CGE) models are frequently adopted. They have been widely used to assess 

the economic impacts of trade policy changes (see Scollay and Gilbert 2000; Robinson 

and Thierfelder 2002; Gilbert and Wahl 2002; Lloyd and MacLaren 2004). 

 

CGE models are numerical simulation tools based on general equilibrium theory (the 

theory of how multiple markets are interconnected and jointly respond to economic 

stimuli). The aim of CGE simulation is to turn the abstract models of economic theory 

into a practical tool for policy analysis. A CGE model consists of a computerised 

representation of a complete economic system and real world data representing the 

state of the economy under investigation. The underlying assumptions and data can be 

modified to simulate the effects of proposed policy changes on the economic system.  

 

CGE models are multi-sectoral, and in many cases multi-regional, and the behaviour of 

economic agents is explicitly modelled. In addition, economy-wide constraints are 

rigorously enforced. Distortions in an economic system will often have repercussions 

beyond the sector in which they occur. By linking markets, CGE techniques are effective 

at capturing feedback and flow-through effects. CGE methods are particularly 

appropriate when the policy change being considered is large and/or affects multiple 

parts of an economic system. Results generated by CGE simulation reflect changes in all 

(modelled) aspects of the economy. Hence, we can describe the economic impacts of 

policy interventions in terms of production, consumption, sectoral trade and factor use 

patterns and more for all affected countries. CGE methods are described in Hosoe et al. 

(2010), Burfisher (2011) and Gilbert and Tower (2013). 

 

Given the focus of the ministerial decision on staple commodities, partial equilibrium 

techniques could be considered, but the issues involved warrant CGE simulation. As 

outlined in the decision, a big part of the concern over the economic impacts of these 

policies is the potential effects on other countries, hence a global model is required. 

Moreover, as discussed in Section 4.2.1 of this chapter, the policies can flow through 

into other sectors via changes in consumption patterns (substitution) and changes in 

the use of land and other resources. Models that are able to capture those effects would 

give a clearer picture of the economic implications of the policies.   

 

The key issues with respect to utilising CGE methods for a project like this are the 

choice of model, the dataset, aggregation and modifications, the simulation design, and 

projections. We address each of these issues in the following points. 
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 Model: Among the most popular CGE models is the GTAP model (Hertel, 1997). This 

particular CGE model has become very widely used over the last decade (see the 

surveys cited above) and represents a benchmark model of sorts. The structure of 

the model is a standard multi-regional CGE, which is discussed in detail in Hertel 

(1997). It has a well-understood structure and is suitable for analysing the impacts 

of trade policy changes such as those outlined in the previous section. 

 Data: The current GTAP database is version 8.1, which has a base year of 2007 and 

contains data for 57 sectors and 134 regions. This data were released in early 2013 

but are already fairly dated given the base year. A new version is expected to be 

publicly released in early 2015 and will feature a base year of 2010 or 2011. 

Depending on the timing of the release, it may be necessary to update the 

equilibrium data via projection methods, such as those used in Gilbert (2013) or 

Anderson and Strutt (2011). 

 Aggregation: Since working with the full GTAP database is computationally 

expensive, it is generally appropriate to aggregate to a suitable level. On the regional 

side, the primary objective is to individually identify the affected trading partners 

and balance the natural geographic/economic breakdowns, while factoring in the 

major trading partners. The analysis methodology described in the previous sub-

section can be used to help identify a suitable aggregation strategy. Sectoral 

aggregation is a compromise of natural aggregation across similar categories and, of 

course, identification of the relevant staple commodities and those commodities 

with high substitution potential in both production and consumption. 

 Simulation Design: The key in simulation design is identifying the countries that 

are likely to utilise the provisions of the ministerial decision and working out the 

relative sizes of the interventions. Presumably the notification requirements will 

assist in this process. Thereafter, it is a straightforward matter to simulate the 

interventions as either subsidy equivalents or direct changes in quantities with 

endogenously determined price wedges. 

 Projections: One question that arises in the current context is whether or not 

countries that are vulnerable to changes in their trading partners’ food security 

policies are likely to remain vulnerable in the future. For example, as incomes in an 

economy rise, the population generally spends a lower proportion of that income on 

staple commodities. The decomposition approach provides some insights into 

changes, but CGE modelling can be used to shed light on this issue via growth 

projections to some future point in time (perhaps 2020 or 2025). In a CGE model 

like the GTAP model, the growth of output is driven by changes in productivity, the 

capital stock and other resources, the size of the labour force and in the case of the 

GTAP model, which splits skilled and unskilled labour, changes in the composition of 

the labour force. Hence, we need to develop baseline projection scenarios for each of 

these factors, in addition to projections of changes in populations that affect the 

demand side of the model. The end result of this process is a projected equilibrium 

for the global economy that fits broad macroeconomic data. Gilbert (2013) or 

Anderson and Strutt (2011) provide examples. 



78 

 

In sum, an appropriate investigative strategy might be to: (a) use the notifications 

and/or expert knowledge to identify one or two instances where the ministerial 

decision is likely to be utilised and the potential magnitude of the interventions, (b) 

update the GTAP database to include a more recent base year using projection methods, 

(c) use the information from the indicator analysis along with expert knowledge to 

identify an appropriate data aggregation level, (d) simulate the policy/policies within 

the GTAP model and evaluate the economic effects on the intervening economy and 

trading partners and (e) evaluate whether fundamental changes in economic structures 

over time are likely to mitigate/exacerbate the economic effects via projection. 

 

4.3. TRQ Administration Provisions of Agricultural Products 

 
A TRQ is a hybrid barrier to market access that combines elements of quantitative 

restrictions (e.g. import quotas) and price-based mechanisms (e.g. import tariffs). Under 

a TRQ, imports are allowed up to a determined volume within a given market period at 

one tariff rate (possibly but not necessarily zero), while beyond that volume imports 

face a higher duty. This type of intervention came about during the WTO’s Uruguay 

Round negotiations. 

 

The essence of the Bali Ministerial decision Understanding on Tariff Rate Quota 

Administration Provisions of Agricultural Products, as Defined in Article 2 of the 

Agreement on Agriculture is that the WTO’s Agriculture Committee is given a role in 

monitoring TRQs on agricultural products. When a WTO member’s quota is repeatedly 

unfilled (i.e. the import volume specified in the quota portion of the TRQ is not met), 

other members may request information on the administration of the quota. In the case 

of TRQs applied by developed countries, members may ultimately request changes in 

the way a quota is administered (e.g. how import licenses are allocated). This is also a 

temporary peace clause to be reviewed in four years’ time. 

 

Once again, the WTO notes on the decision provide the relevant economic context. The 

basic argument underlying the decision is that TRQ administration can become a trade 

barrier in itself, above and beyond the barriers implied by the TRQ instrument alone. 

For instance, import licenses under the quota may deliberately be allocated to parties 

that do not intend to fill them. The argument here is that when a quota is repeatedly 

under-filled, that is prima facie evidence that such deliberate allocation is occurring. The 

counter-argument is that the under-filled quota may be caused by demand and supply 

movements that temporarily cause the TRQ not to bind. 

 

The decision provides details on how TRQs should be used and defines the process by 

which a WTO member may request monitoring and the outcomes that apply. The key 

provisions relating to modification of administrative mechanisms are provided in Annex 
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A to the agreement, which indicates that: (a) a case may be brought to the WTO’s 

Agriculture Committee when the fill rate is either below 65 per cent or unnotified, (b) 

the administering country is required to provide evidence pertaining to the fill rate, (c) 

when the fill rate remains below 65 per cent for two consecutive years, the member 

should take actions to increase the fill rate, and (d) if the fill rate remains below the 

threshold for a third consecutive year and has not increased significantly, the member 

will provide unencumbered access on either a first come, first served basis or an 

unconditional license on demand basis. Special and differential treatment applies to the 

last clause, which allows developing country members to opt out of its provisions. 

 

4.3.1 The Impacts of Expanding TRQ Fill Rates on Trade 

 
The remedy proposed in the ministerial decision is that (eventually) licenses related to 

under-filled quota components of TRQs would be subject to a change in allocation 

mechanism to allow open access to the quota. What effect this would have depends on 

the reason why the quota has been going unfilled.  

 

If the market in question is competitive (at least a reasonable approximation in most 

commodity markets) and the quota’s license allocation mechanism is open, then any 

under-filled quota is likely just a reflection of market conditions. The quota simply fails 

to bind and the outcome is efficient, or at least as efficient as possible if a duty applies to 

in-quota purchases. This is true regardless of whether the economy is small or large and 

merely a consequence of the rents associated with in-quota imports. Since the rents are 

valuable, there is an economic incentive to fill the quota. This is true even if not filling 

the quota could raise world prices (i.e. the economy has market power or is large) 

because the incentive of any individual license holder contradicts the incentives of the 

whole. The only case where a TRQ could fail to bind under competitive conditions is 

where the in-quota tariff rate is so high that the desired import level at the world price 

plus the in-quota duty is less than the allowable quota volume. In any case, a change to 

the details of the license allocation mechanism would do nothing in these 

circumstances. If the quota is unfilled and markets are competitive, then the only 

solution is to lower the in-quota tariff rate. 

 

It is possible to imagine some circumstances, however, where changing the allocation 

mechanism to open access might increase the fill rate. If a domestic economy is 

relatively large in world markets (i.e. faces an upward sloping supply), then allocating 

quota licenses to a single importer would create an incentive to under-fill the quota in 

order to force world prices down and increase rents, even if the market is otherwise 

competitive. This argument does not apply to a small importing country, however, even 

with a single importer. 
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If the market is uncompetitive, then a single license holder may have an incentive to 

under-fill the quota, even if the economy is not large. For example, suppose the 

domestic market is a monopoly. The monopolist produces a product and maximises 

profit subject to residual demand if the quota is filled (possibly including a horizontal 

section if the out-of-quota tariff rate is not too high). A single license holder then has an 

incentive to restrict imports below the quota knowing that the monopolist will respond 

by restricting output further and increasing the rent on each imported unit. This 

situation does not require collusion on the parts of the importer and the monopolist, 

their incentives are compatible. The incentive to under-fill the quota may, however, be 

exacerbated if licenses are allocated to the monopolist, since the producer can then 

choose the value of production/imports that maximises the sum of their profits and 

rents. 

 
As the preceding discussion indicates, under-filling a quota can occur as a consequence 

of a lack of competition related to the allocation mechanism combined with a source of 

market power (internal or external). In these circumstances, it is certainly possible that 

an open allocation mechanism would increase the fill rate and lead to a greater volume 

of imports. The impact would be positive for food-exporting countries and negative for 

other food-importing countries. The problem is that it is unclear by how much imports 

would rise. The quota would only be completely filled if it were binding, but if the 

arguments underlying the Bali Ministerial decision are true, then we have no way of 

observing whether or not that is the case. 

 

4.3.2 Strategies for Assessing the Impacts on Trade  

 
CGE methods, as discussed in section 4.1.2, are also potentially useful for analysing the 

impacts of changes on TRQ regimes. While the offending TRQs are presumably in a 

limited number of markets, there are potential general equilibrium effects and impacts 

on other trading partners upon which numerical simulation methods like CGE are 

capable of shedding light. The nature of CGE simulation and issues with its application 

have been extensively discussed above and so we will not repeat them here. 

 

The key issue regarding this ministerial decision is not with modelling per se, but with 

determining the value of appropriate shocks and where they will apply. TRQs that are 

acted upon under this decision will be notified. The decision requires that the 

implementing member provide detailed information on fill rates, the allocation 

mechanism, and explanations for any under-filled quotas. Careful examination of the 

particular characteristics of the market in which the TRQ is applied and the information 

provided to the WTO would be necessary to assess whether an under-filled quota is a 

consequence of market manipulation or merely market conditions and make an 

informed decision about how to shock a model like a GTAP model. 
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 4.4 Concluding Comments 

 

The two decisions made at the Bali Ministerial Conference may have serious 

implications for agricultural trade flows and, consequently, food-exporting and food-

importing countries in the ESCAP region. Once further clarity on which countries will 

utilise the provisions of the two decisions, it will be possible to more carefully assess 

potential impacts on a case-by-case basis. Careful examination of consumption and 

trade flow data may provide us with insights into outcomes, while more detailed 

information can be obtained from careful application of simulation techniques such as 

CGE.  

 

This chapter has focused basically on the potential impacts of policy changes on trade 

flow levels. However, some policies may have other impacts over the long term. For 

example, introduction of administrative prices creates price stability in the economy of 

the country utilising the provisions, but in the presence of market power administrative 

prices will increase variability in world prices. Studying such instability may be 

important if policies will be in place long enough for historical datasets to be generated.  
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Chapter 5 

Waiting for Service? Progress in Preferential Market Access for Asia-

Pacific Least Developed Countries’ Services Exports 

 

Noelan Arbis and Adam Heal 

5.1 The Growth of International Services Trade 

 

Trade in services now accounts for more than a fifth of global trade volumes in gross 

terms and almost half of global trade in value-added terms. Services is the world’s 

largest and fastest-growing sector, providing more than 60% of global output and an 

even larger share of employment in many countries (WTO, 2015). Two-thirds of all 

foreign direct investment flows are also into the services sectors. For the past two 

decades, trade in services has also grown faster than merchandise trade, reaching over 

$9 trillion for the first time in 2013 and constituting 11.9% of world GDP (ESCAP, 2015). 

In addition, the “servicification” of manufacturing processes has meant that producers 

and exporters of manufactured goods have become more reliant on efficient access to 

transportation, banking, telecommunications, insurance, and other vital services to 

remain competitive (Swedish National Board of Trade 2012).  Services value-added, 

across all world economies, accounted for 29% of the global gross exports in 2009, and 

the same share for Asia-Pacific industrial exports (Anukoonwattaka, Scagliusi and Mikic 

2015)   

 

Although services were traditionally seen as intrinsically less tradable than 

merchandise—as they were often assumed to require face-to-face interactions between 

buyers and sellers—the falling costs of travel, communications, and information 

technology are making it easier for services to be delivered across physical distances 

and national boundaries. For instance, medical diagnostics can now be done remotely, 

and accountancy and other back-office services are often outsourced overseas. 

Regulatory reforms such as the elimination of monopoly providers and opening to 

foreign investments in some countries have also contributed to a rise in services trade. 

These factors have resulted to an overall increase in service exports for all income 

country groups and regions worldwide (Saez et al. 2014).   

 

Under the WTO framework, rules and disciplines on services trade are established 

under the General Agreement on Trade in Services (GATS), which entered into force in 

1995, though the then bound levels of liberalization are rather limited in comparison to 

the regime for merchandise trade. Since that time, trade in services has received 

increasing coverage in regional and bilateral trade agreements, and is also a major focus 

of for ongoing ‘mega-regional’ initiatives such as the Trans-Pacific Partnership (TPP) 
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and Regional Comprehensive Economic Partnership (RCEP) and the Transatlantic Trade 

and Investment Partnership (TTIP). In Geneva a group of 50 WTO members have taken 

the initiative to negotiate a plurilateral agreement on services (the TiSA or Trade in 

Services Agreement), with a view to updating the GATS through a possible link to the 

WTO. Many countries have also taken steps to unilaterally liberalize their services 

regimes, thereby creating a significant ‘gap’ between the modest liberalization 

commitments made in GATS and the level of openness available in reality (ESCAP 2014).    

 

5.2 Trends in Services Exports by Asia-Pacific LDCs 

 

Services exports comprised 18% of total Asia-Pacific LDC exports in 2012 (—even more 

in gross terms: this is unfortunately impossible to calculate at present on value- added 

terms) --and they represent a much higher share for some economies, typically those 

where tourism is a critical sector (Heal and Palmioli, 2015). In least developed and 

developing markets where supply of essential services is inadequate, imports of 

services, particularly infrastructure services, can also be as vital as imports of basic 

commodities (WTO, 2015). Most Asia-Pacific LDCs12 have seen a steady growth of their 

service exports since 2000 (figure 5.1), but a lack of data have made the impacts of 

services trade harder to assess, especially for least-developed countries.  

 

Figure 5.1: Asia-Pacific LDCs’ commercial services exports 

 
Source:  ESCAP Online Database. Figures based on WTO. (ESCAP 2015c). 

Note: *2013 or nearest year, depending on latest available data. 

                                                           
12 The Asia-Pacific LDCs are: Afghanistan, Bangladesh, Bhutan, Cambodia, Kiribati, Lao People’s 
Democratic Republic, Myanmar, Nepal, Solomon Islands, Timor-Leste, Tuvalu and Vanuatu. 
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The share of services exports as a percentage of GDP for individual Asia-Pacific LDCs 

remained relatively flat between 2006 and 2013,13 often not exceeding a 2% increase 

for most countries (figure 5.2). Taken as a whole, however, the increase in their service 

exports as a share of output is outpacing high-income economies. From 2006 to 2012, 

Asia-Pacific LDCs’ commercial service exports as a share of their GDP increased by 

1.7%, while high-income Asia-Pacific countries’ increased by only 0.3%. There is also 

great diversity among Asia-Pacific LDCs. Vanuatu’s service exports, for instance, 

contributed to 42% of its GDP in 2013, while Cambodia’s contributed to 18%, and 

Bangladesh’s  only to 1.8% of their respective GDPs (figure 5.2). 

 

Figure 5.2: Exports of commercial services as % of GDP 

 
Source: ESCAP Online Database. Figures based on WTO. Note: Data not available for all LDCs. (ESCAP 

2015c). 

 

The travel sector remains a critical component of service exports for most Asia-Pacific 

LDCs, but they have also ventured into exporting communications, transportation, 

construction, and insurance services (figure 5.3). (Current statistical practices may also 

underestimate services in other sectors like business process outsourcing). However, 

sectors, such as finance, telecommunications, and business services, comprise a 

relatively small share of exports from most Asia-Pacific LDCs compared to their share in 

high-income countries.  In 2012, in line with expectations for countries at this level of 

development, 28.5% of service exports from Asia-Pacific LDCs were from travel and 

                                                           
13 2013 data not available for Afghanistan, Kiribati, Lao People’s Democratic Republic, Myanmar, Timor-
Leste, and Tuvalu.  
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only 2.6% were from finance, while the numbers were 26.7% and 6.1% respectively for 

regional high-income economies.    

 

Figure 5.3: Composition of services exports, 2012 

 
Source:  ESCAP Online Database. Figures based on WTO (ESCAP 2015c). 

Note: *Other Commercial Services include: construction services; insurance services; computer and 

information services; royalties and license services; other business services; and personal, cultural and 

recreational services. 

 

5.3 Preferential Access in Services Trade for LDCs 

 

Asia-Pacific LDCs could benefit greatly from further developing and expanding their 

services sector on an efficient and productive basis. The World Bank (2012) suggests 

that growth in services value added is more correlated with GDP growth than with 

growth in manufacturing value added, and also has stronger links with poverty 

reduction.  Additionally, trading services could be a source of export diversification for 

Asia-Pacific LDCs, providing them with a new frontier for greater participation in world 

trade. Trade in services also demonstrated greater relative resilience following the 

2008 financial crisis in terms of its lower magnitude of decline, less synchronicity across 

different countries, and earlier recovery time compared to goods trade (UNCTAD 2012). 

These reasons highlight the importance of services for LDCs and serve as the backdrop 

for their collective request for preferential access at the WTO. 

Nonetheless, significant barriers remain to an expansion of LDC services trade. As tariffs 

are not applied to trade in services, barriers to trade are almost always generally of a 

quantitative and/or regulatory in nature and their impact is not amenable to simple 

quantification. The greater variance and complexity in trading services make it harder 
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to track and quantify, and explain the paucity of detailed sectoral data on services trade. 

14 In general though, global commitments to liberalization of services under the GATS 

are less advanced than liberalization of bound levels bound for merchandise trade 

under the GATT, and are subject to weaker regulatory disciplines.  Thus despite falling 

overall costs, according to estimates, trade costs in services are two to three times 

higher than trade in goods globally, as services costs have remained relatively flat over 

the past decade, while trade costs in goods have continued to fall overall at a faster rate 

(Miroudot et al. 2013).   

Internal supply constraints also hamper LDCs attempts to expand services exports. The 

ability to trade services more competitively relies heavily on human skill factors and an 

efficient regulatory framework and institutions that many Asia-Pacific LDCs have yet to 

fully develop, such as an adequately trained workforce, strong rule of law, intellectual 

property rights protection, and sufficient digital infrastructures. Despite these barriers, 

however, LDCs could still potentially develop higher market shares in services by 

investing in information and communication technologies, which are becoming more 

and more affordable, and tapping into cultural, linguistic, and educational factors to 

attract service industries (ITC, 2013b). Additionally, some services such as those in the 

ICT, cultural and education sectors do not necessarily require advanced physical 

connectivity to be traded, making it potentially easier for LDCs to tap into them 

compared to manufacturing, where high-quality logistics and market proximity are 

often crucial determinants. Preferential access in important services markets could give 

LDC service suppliers the edge over international competitors operating in larger and 

better connected markets and thus provide the impetus for further expansion.  

The Enabling Clause of 1979 provided a permanent legal basis for derogations to the 

most-favored-nation (MFN)15 treatment for developing countries, which allowed 

members to offer them non-reciprocal preferential access in merchandise trade. The 

intention was to help developing economies gain better access to major markets and 

overcome structural economic deficiencies. From 2005 onwards, developed countries 

(and some developing countries) have introduced additional preferential access in 

merchandise trade specifically for LDCs (Heal and Palmioli 2015).  

Until recently, however, there was no equivalent non-reciprocal preferential access 

given to LDC service exports, and the multifaceted ways through which services could 

be traded has made negotiating and granting preferences for LDC services and service 

                                                           
14 GATS covers four modes of services trade: Mode 1 - Cross-border supply (e.g. banking or architectural 
services transmitted via telecommunications or mail); Mode 2 - Consumption abroad (e.g. tourist or 
patient moving into another member's territory to obtain a service); Mode 3 - Commercial presence (e.g. 
domestic subsidiaries of foreign insurance companies or hotel chains); Mode 4 - Presence of natural 
persons (e.g. accountants, doctors or teachers entering the territory of another member to supply a 
service).  
15 The Most-Favoured-Nation principle underlies the main WTO agreements and stipulates that  countries 
cannot usually discriminate between their trading partners e.g. by offering lower tariff rates or other 
preferences.   to only a selected partners unless following conditions stipulated  in four categories of 
exceptions, one being non-reciprocal preferences for LDCs.   
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suppliers more complex than the case of goods. LDC negotiators since the introduction 

of the GATS in 1995 strove to at least establish the legal framework to enable members 

in a position to grant preferences to LDC services and services suppliers the same 

benefits that their merchandise suppliers and producers have enjoyed without the 

worry of violating the GATS MFN (Saez 2014). These efforts were rewarded in 

December 2011 when WTO trade ministers adopted a waiver mechanism to the GATS 

MFN provisions, which will last for 15 years (until 2026) and enable countries to give 

better-than-MFN treatment for LDC services and service suppliers.  

However, progress on implementation of the waiver was initially slow, so at the 2013 

WTO Ministerial Conference in Bali, ministers adopted a decision to take various steps 

to operationalize the waiver: requiring LDCs to submit a collective request identifying 

sectors and modes of particular export interest to them and directing the Council for 

Trade in Services to convene a high-level meeting six months after the submission of the 

collective request.  

In July 2014, LDC members of WTO submitted this collective request for service 

waivers. The content of the request emerged from a series of studies, interviews, and 

analysis conducted by the LDC group through which they sought to bring recognition to 

the difficulties that their services suppliers experience and to the steps that other 

members could take to support LDC market access. The details of the request were also 

tailored to represent the diversity of LDCs and the sensitivities that members in a 

position to grant preferences face (ITC 2015).  Through the results of their studies, the 

LDCs outlined in their request barriers in the forms of: “obstacles to recognition of LDC 

educational institutions, diplomas, and professional skills; imposition of transit taxes 

and other fees on tourists traveling to LDCs; and onerous application fees for visas, 

licenses, and residence and work permits” (WTO 2014b). In addition, the request raised 

concerns regarding “burdensome or prohibitive documentation” requirements levied to 

LDC service providers in instances where an LDC supplier has already obtained a 

contract with a consumer in the host country.”  In light of these difficulties, the LDCs 

outlined three broad categories of potential waivers, which contained a comprehensive 

list of horizontal and sector-specific appeals for preferential treatment (see the Annex 

for a more detailed summary). The three main categories set out in the collective 

request are:  

a) Market access, Article XVI, and national treatment restrictions 

b) Visas, work permits, and residence permits, and 

c) Recognition of qualifications of LDC professions and accreditation of LDC 

institutions. 

5.4 Operationalization of Services Trade Waivers for LDCs 

 

At a high-level meeting of the WTO Services Council in February 2015, 25 WTO 

members indicated their intentions to provide preferential treatment to LDC services 
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and service suppliers. Furthermore, various WTO members agreed to provide technical 

assistance to help build LDC’s domestic services capacity, so they could take advantage 

of the preferences that would be awarded to them. Of the 25 WTO members that 

indicated their intentions to provide preferential treatment to LDCs, 11 had submitted 

their official notifications to the WTO by August 2015, namely: Australia, Canada, China, 

Japan, New Zealand, Norway, Republic of Korea, Singapore, Switzerland, Hong Kong, 

China and Chinese Taipei (The European Union also sent in an official communication to 

the WTO signaling their intended preferential treatments for LDCs to be notified at a 

future date). 

 

The preferential treatment on offer runs across 12 major sectors and will be granted 

based on the countries’ ability and willingness to give preferential access. Based on 

current notifications, Norway offers the largest number of new preferential measures to 

LDCs on a horizontal and sectoral basis (figure 4) if measured against current GATS 

commitments. Norway will provide horizontal Mode 3 access to the establishment of 

LDC company branches and agencies and the formation of legal entities (limited liability 

companies and foundations). It will also provide horizontal Mode 4 access to intra-

corporate transferees (managers, specialists, and trainees), business visitors, 

contractual service suppliers, and independent professionals. Additionally, it proposes 

preferential access in 10 of the 12 major services sectors, barring health and “other” 

sectors. Switzerland’s offering is providing horizontal Mode 3 access to certain sectors 

and preferential treatments in 10 of the 12 major sectors, similar to Norway. On the 

contrary, Canada and Singapore provide less new preferential access to LDCs on a 

horizontal and sectoral basis; while many service sectors of interest to LDCs are noted 

as already broadly open, in very few areas are LDCs market access preferences beyond 

those available to providers from other members. The EU as a whole provides the most 

comprehensive access to all sectors, but the offerings in each sector and sub-sector is 

different by EU members, depending on their laws and national preference, reflecting 

the reality of the fragmented services market within the EU.    

 

Nine of the 11 countries, plus the European Union, intend to grant preferential 

treatments to LDCs in the business and transport sectors. Many of the preferences given 

in the business sector are in professional services (accounting, legal, and consultancy) 

and rental leasing services. In the transport sector, many of the preferential access 

offers were related to freight and maritime transport as well as maintenance of 

transport equipment. On the other hand, countries were less willing to grant 

preferential access in the education, environment, health and financial sectors. It is also 

worth noting that most preferential access given to LDCs is across Modes 1, 2, and 3, 

while commitments to Mode 4 remain largely unbound or are very limited in scope. 

This makes it difficult to assess the true effectiveness of the preferential access provided 

to LDCs, as many service sectors and most effectively supplied through the presence of 

natural persons.     
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Figure 5.4:  Assessment of preferential access offered in the submissions by 
WTO Members under the LDC Services Waiver (horizontal and 
sectoral)  

 
Note:*Preferential treatments to LDCs indicated for the EU are based on its signal of intentions to the 

WTO, lacking its official notification. Offers vary considerably by country. 

 

5.5 Conclusion 

 

The operationalization of potential services trade preferences is a positive development 

for Asia-Pacific LDCs, which have seen services become an increasingly important 

component of their trade globally. Properly utilizing the services trade waivers could 

help Asia-Pacific LDCs in their development goals, as it could help them diversify their 

exports and help them develop industries which play to their comparative advantage. 

Likewise, offers of additional capacity building to held LDC service suppliers realize 

export opportunities is very welcome.  

However, it remains difficult to assess the real effectiveness of the preferential 

treatments offered to date, as many offers fall short of fully meeting the LDC collective 

request, particularly with regards to Mode 4. In addition, the majority of countries who 

have signaled that they would give preferential treatments to LDC service providers 

have yet to submit their notifications to the WTO.  
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Annex 5.1:  Summary of key items in LDC collective request  

A. Market Access, Article XVI, and National Treatment Restrictions 

Horizontal 

 Create a special temporary entry visa subcategory fo LDC contractual service 

suppliers 

 Waive all economic needs tests and labour market tests for LDC supplier  

 Waive restrictions on contractual service suppliers. Wage parity will not be a 

pre-condition of entry, but does not preclude the application of minimum wage 

and salary thresholds 

 Waive restrictions on independent professionals, installers and servicers of 

machinery, and Mode 3 for all services suppliers 

 Waive residency requirements for LDC profesionals; discriminatory regulations 

on salary, health, and other benefits; and social security, income tax, and similar 

deductions to renumeration of LDC service suppliers 

Travel, Tourism, Hospitality, and Conference Services 

 Waive Mode 1 and 2 for LDC travel agencies, restrictions on entry of LDC tour 

guides, and restrictions  on repatriation of capital and profits, land ownership, 

etc. 

 Set up approved destination status for Mode 2 toursits and waive transit taxes 

and expedite visa procedures for toursits 

Banking, Non-Bank, and Insurance Services 

 Waive Mode 3 restrictions on establishment of non-bank offices and brances; 

Mode 1 and 4 for non-bank services; and restrictions on national treatment for 

LDC banks and travel insurance provided by LDC providers 

Transport and Logistics Related Services 

 Waive restrictions on domestic martime towing services, drivers licenses, and 

Modes 1, 2, and 3 on all logistics related agency services 

 Provide preferential treatment for permits and visa for LDC intracorporate 

transferees 

Education and Training-Related Services 

 Waive Mode 2 restrictions on ability of students from preference providing 

country to use government tuition to pay for  study abroad in LDCs 

 Allocate preferential quotas for LDC students at higher education institutions 

ICT and BPO Services 

 Waive Mode 1,2,3 and 4restrictions for LDC BPO services suppliers and other 

ICT-related services 

 Provide preferential treatment for permits and visas for LDC intracorporate 

tranferees in host country ICT companies 

Creative Industry Services 

 Waive requirements of social security deductions, financial security 

requirements for visas; Modes 1,2,3, and 4 barriers to AV services; fees on 

equipment 
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Waive 1, 3, and 4 restrictions on: 

 Professional services, transport services, construction services, computer 

services, engineering and design services, entertainment services, and hospitality 

services  

B. Visas, Work Permits, and Residence Permits 

 Waive fees for LDC contractual services, intracorporate transferees, and fees 

associated with LDC supplier applications for patents, trademarks, etc. 

 Expedite procedures and simplify procedures in granting visas, licenses, 

residence, or work permits for LDC suppliers 

 Waive financial security requirements to apply for visas or work permits and 

provide reasons for denial of visas. Provide guidance on how to correct 

deficiencies. 

C. Recognition of Qualifications of LDC Professions and Accrediation of LDC 

Institutions 

 Enable conclusion of agreements with LDC institutions and registrations to 

recognize minimum qualifications required of LDC service providers; recognition 

of diplomas and degrees from LDC accredited institutions; and online testing for 

LDC suppliers 

 Waive reciprocity as a condition of LDC professional bodies and English or other 

language testing. 
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Chapter 6 

 

Post-Nairobi actions for Asia-Pacific LDCs: Setting the road map 
 

With an eye towards the forthcoming Tenth WTO Ministerial Conference (MC10), to be 

held in Nairobi in December 2015, the monograph has analysed the issues related to 

implementation of the decisions made at the previous Ministerial Conference, focusing 

mainly on the implication for LDCs.  

 

The Ministerial decision on DFQF market access of the Bali Package advised developed 

countries to improve their existing DFDQ coverage prior to MC10. It is therefore crucial 

for LDCs to understand what improvements were made and to what extent they result 

in either potential for expanded trade volume or improvements in prices, or both.  Since 

the United States is the only developed country still not providing a product coverage of 

97 per cent, it will be necessary to identify how much of an impact that will have the 

overal benefits of DFQF access by LDCs. LDCs will also need to clearly understand which 

sectors will benefit from liberalization and what will be the overall developmental effect 

on their economies. Although the present monograph does not make an analysis of 

those particular issues, the concerns are flagged for the attention of policymakers and 

analysts. The ESCAP secretariat and ARTNeT knowledge community could contribute to 

the fact-finding efforts as well as by organizing capacity-building, where needed.  

 

After an in-depth comparison of the results of the WTO Agreement on Trade Facilitation 

(ATF) with APTA and the Agreement/Framework Agreement on Facilitation of Cross-

Border Paperless Trade for the Asia-Pacific Region (A/FA), the significance of ATF 

proved to be more evident. The ATF strengthens the underlying principles of WTO, the 

general principle of universal access to information and related factors that affect the 

movement of goods. The ATF, which is a multilateral agreement, creates a more 

standardized, and thus predictable, environment for traders across all economies. 

Standardization involves convergent requirements and documentation, and comparable 

bases for interventions at the national level. Processes, procedures and information 

constitute the core elements that are needed by all trading economies in order to not 

only facilitate the movement of goods, but also to move them faster across borders. 
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Two important decisions were made at the Bali Ministerial Conference that have serious 

implications for agricultural trade flows as well as food importing and exporting 

countries in the ESCAP region. Careful examination of consumption and trade flow data 

may provide insights into outcomes, while more detailed information can be obtained 

from careful application of simulation techniques such as CGE. With regard to the 

potential impacts of policy changes on trade flow levels, the introduction of 

administrative prices creates price stability in the economy of the country that is 

utilizing the provisions; however, in the presence of market power, administrative 

prices will increase variations in world prices. Studying such instability may be 

important if policies will be in place long enough to generate historical datasets. 

A positive development for the economies of Asia-Pacific LDCs would be the 

implementation of services trade preferences. However, the fact remains that the 

majority of the countries that have informed WTO that they would give preferential 

treatment to LDCs have yet to submit their notifications. Utilizing the service waiver 

could help LDCs to achieve economic growth and diversity of exports as well as reach 

their development goals.  

 

Among all recommendations perhaps the following deserve special mention: 

(a) Assess the impacts of public stockholding in order to understand which 

countries are potentially vulnerable to changes in the food security policies of 

their trading partners; 

(b) Assess the impacts of expanding tariff-rate quota fill rates in trade on a case-

by-case basis; 

(c) Identify the capacities and needs of LDCs for developing and implementing 

national and regional policies, incorporate the LDC group into current and 

future capacity-building programmes, and organize meetings and conduct 

studies that can support LDCs in (i) implementation of the ministerial 

decisions, (ii) finalization of the DDA Work Programme and (iii) future WTO 

negotiations; 

(d) Capitalize on the successful establishment of the ATF by encouraging its 

implementation and incorporation into appropriate WTO forums, fragmented 

markets and trading modalities that are being actively pursued in the design 
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of free trade areas; reduce, if not abandon, parallel efforts to realize bilateral 

and regional liberalization – including impending mega-regional groupings;  

and refocus resources to assist WTO in ensuring the AFT obligations and 

provisions are carried out in more transparent ways that support the 

conclusion of  DDA; 

(e) Given the complementarity among agreements, implement the ATF. In 

addition, weave some APTA recommitments into future iterations of the ATF 

and formalize the A/FA in order to establish a strong foundation for countries 

in the Asia-Pacific region to adopt an electronic environment as well as 

catalyse not only the transition to paperless trade but also the faster 

movement of goods and economic growth. 

In the context of ESCAP secretariat commitments to periodicaly organize dialogues and 

consultations among Member States on multilatreal and regional trade issues, a 

consultative meeting could be held soon after MC10 for Asia-Pacific LDCs. Further 

analytical work could also be undertaken, particularly with regard to seeking a common 

position on DFQF market access by LDCs. The United States and the Russian Federation 

could be targeted in order to improve market access for all products from LDCs.  

 

Furthermore, the ESCAP secretariat in collaboration with its partners could initiate a 

study that identifies gaps between the guidelines in the Bali Ministerial decision on 

preferential rules of origin and the existing rules of origin in the GSP scheme of each 

preference-giving country. It would be pertinent to assess the productive capacity of the 

Asia-Pacific LDCs in order to gain clear ideas about their abilities to meet the various 

criteria proposed in the decision. The study could consider each country’s import 

patterns, the methodology that would be most appropriate for that country in 

estimating value addition as well as the scope and coverage required for the application 

of regional cumulation. 

This monograph attempts to determine the way forward for the LDCs as they approach 

MC10. Hopefully, it will contribute to the WTO discussions and negotiations as the 

policymakers and experts engage in advising their respective national Governments on 

various WTO-related issues. 
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