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In the 1970s, the World Trading
Community embarked on the path of
elimination of stumbling blocks in order
to make international trade easier. This
process of Trade Facilitation bears its origin
with the adoption of International
Convention on the Simplification and
Harmonization of Customs Procedures (Kyoto Convention) in 1974
by World Customs Organization (WCO). In order to address new
realities, this Convention evolved into a more comprehensive
instrument, namely the Revised Kyoto Convention (RKC) that entered
into force in 2006.
In today’s globalized economy where cross border trade across
geographically dispersed locations is gaining momentum, the economies
are facing challenges of burdensome costs, unnecessary delays and
uncertainty due to a complex and unpredictable set of rules. The recently
concluded WTO Trade Facilitation Agreement (TFA), which seeks to
cut red tape, streamline customs and port procedures, enhance
transparency and predictability, and boost technical assistance for
capacity building in developing and least developed countries. It claims
to become a potential catalyst for overcoming these challenges.
According to Organization for Economic Co-operation and
Development (OECD), the Developing Nations are expected to save
around US$325 billion a year along with an acceleration of their
integration into global value chains. It is also claimed that while
developed nations stand to gain 10% cut in their trade costs. Trade
Facilitation will not only simplify trade but also lead to rise in domestic
investments as well as enhancement of productivity in every economy.
Trade Facilitation presents before the World Trading Community a
great opportunity for modernizing customs administrations, boosting
international trade, and strengthening the economic competitiveness
of countries across the globe. The World Customs Organization and
the World Trade Organization have set up clear implementation
strategies for the Trade Facilitation Agreement. The major challenge
lies in reducing the barriers collectively and devising common
procedures across nations. Though the path has been laid, the hard
work has just begun.

(Dr. Surajit Mitra)
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Developing Countries and the Multilateral
Framework of International Trade©
Rohit Mehtani*

The developing countries have
gradually moved from the side
lines to the centre stage of
negotiations at GATT/WTO.
From passive bystanders of the
early years seeking measures
to protect their domestic
industry in a non-reciprocal
manner they have transformed
into proactive negotiators
seeking favourable terms of
engagement in global economy.
With ever increasing
membership and multiplicity of
issues at the negotiating table,
trade negotiations have become
complex and the negotiating
rounds have become long haul.
Negotiating domestic policy
space is different from
negotiating tariffs. The nature
and scope of the Special and
Differential Treatment (SDT)
related provisions for the
developing countries in the
multilateral system has also
evolved over the years. The
article traces the developments
over the years.
* Professor of International Business
Strategy at IIFT, New Delhi. has
been a British Chevening Scholar
of Global Political Economy at the
University of Hull, England, and is
currently also a Research Scholar
of Trade Diplomacy at the Academy
of Third World Studies (International Studies), JMI.

T

HE multilateral framework of
international trade enshrined
in the General Agreement on
Tariffs and Trade (GATT), and
now in the World Trade
Organization, has been a unique
effort right from its inception. It
committed countries at different
level of economic development to
a common set of rules and created
an orderly system of world
trade. It was never an easy task
to bind together these divergent
economies. The countries at the
different levels of economic
development have had differing
requirements and thus different
expectations from the system at
various times. The history of the
world trade system has thus been
the one that has continuously
witnessed a conflict of interest
between its members and has
been a long struggle of
consolidating the variety of
expectations from the system.
The nature of divide between
the
developed
and
the
developing countries in the
system has evolved over more
than six decades of the history of
this system. Though in the initial
years, the developed and the
developing world looked like two
monolithic entities each with a
unified set of requirements
within, the system has, however,
seen a drastic change in
this format over the years. While
the developed countries have for
long represented a variety of
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market based economies, the
developing countries, on the
other end, have been marked
with an increasing heterogeneity
in terms of size, scope, and
growth rates. Various kinds of
classifications
have
been
propagated
by
different
institutions, ranging from Least
Developed Countries (LDC) and
Highly Indebted Countries
(HICs) to Newly Industrializing
Countries (NICs) and the
Emerging Economies (like
BRICS), each with its own
challenges, requirements and
expectations. This has led to the
development of an interesting
coalition dynamics within the
developing world in the
negotiations on various issues.
Developed
countries,
amongst themselves, have also
been on the opposite ends on few
occasions, one example being, the
US and the European Union on
agricultural subsidies related
issues during the early phase of
the
Uruguay
Round
of
Negotiations. Interestingly, there
also have been some groupings
that comprised of the members
from both the developed and the
developing world, like, for
example, in the Cairns Group on
agriculture related matters.
The table (page 2) depicts the
various groupings that exist in
the World Trade Organization on
various issues.

1
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It is not common to see
developed and developing
countries on the same side of the
negotiating table. Agreement on
Trade Facilitation Measures is one
of those rare occasions when we
see them together. Though, in the
early phase of the Doha Round,
developing countries did not
favour the “Singapore Issues”,
but even at that stage the Trade
Facilitation Measures seemed
least controversial amongst the
four issues that constituted the
Singapore Package. In fact, this is
the only issue amongst the four
that remained on the negotiating
table, the other three having been
dropped off the Doha Agenda.
Doha Round has seen number
of twists and turns in terms of the
stand taken by the developed and
developing countries on various
other issues. The Round started
with a difference between the
two groupings on the need for
incorporating measures to protect

public health, by overriding drug
patents in events of national
health emergencies, in the TRIPS
Agreement. At a later stage, we
saw the two being divided on
agricultural
subsidy
and
industrial tariffs related issues.
Lately, it’s been in terms of food
security related issues. Within the
developing world we have had
groupings based on whether the
countries are net agricultural
products exporter, net food
grains importer, or small
economies dependent on export
of a few or solo agricultural
commodity, Cotton-4, for
example.
Though
India
seemed
isolated on the stand it took on
food security matter but it,
nonetheless, represented the
important need in the developing
world with regard to stock piling
of food for the poor. These recent
developments, in the form of a
developing country like India

GROUPS IN THE WORLD TRADE ORGANIZATION
ISSUE

GROUPS

Agricultural Preferences

ACP (60)

General

African Group (42), Asian Developing Countries(31)*, APEC
(21), ASEAN (10), EU (29), MERCOSUR (4), G-90 (69),
LDCs (35), Recently Acceded Members (20)

Agriculture

Small Vulnerable Economies (15), Low Income Economies
in Transition (3), CAIRNS Group (20), Tropical Products
Group (8), G-10, G-20*, G-33*

Agriculture (Cotton)

Cotton-4

NAMA

Small Vulnerable Economies(20), NAMA-11 (10)*,
Paragraph 6 Countries (12), Friends of Ambition(35)

Rules

Small Vulnerable Economies (15)

Rules (Anti Dumping)

Friends of Antidumping Negotiations (35)

Rules (Subsidies)

Friends of Fish (11)

TRIPS

W52 Sponsors (109)*

TRIPS GI Register

Joint Proposal (20)

(Accessed: 20 February 2015, 5.30pm IST)
Figures in the brackets indicate number of countries in the Group. The Groups marked
with asterisk (*) include India as member.
Source: www.wto.org/english/tratop_e/dda_e/negotiating_groups_e.htm
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taking a firm stand on an issue
that it sees as of immense
importance to the entire
developing world and, in the
process, putting on hold the
further progress on Bali Deal, is
a good evidence of how the
engagement of developing
countries in trade negotiations in
the multilateral forum has
evolved.
The pessimism of the early
years with the structure of world
trade and the reluctance to
participate in the trade
liberalization process that kept
developing countries on the side
lines of the negotiations has been
gradually replaced with a new
trade activism that has pushed the
developing countries to the centre
stage of international trade
negotiations.
At the outset, GATT had
twenty-three signatory countries
out of which eleven were
developing countries. Since
GATT was an idea conceived by
the major trading countries of the
time, it thus had a focus on the
measures
to
liberalize
international trade by committing
the contracting parties to a process
of tariff reduction. Unlike the
developed countries, however,
the priority of the developing
countries
was
economic
development and not trade
liberalization.
Developed
countries wanted quick recovery
in the post War period while the
developing nations had to work
out a road map for development
and had to do catching-up. There
was thus a clash of interests
between the developed and the
developing countries right at the
time of the inception of GATT.
Parity of obligations and
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reciprocity in negotiations can
exist only between the equal and
not between the un-equal
partners. Developing countries
like India argued for “Special and
Differential Treatment” (SDT) in
GATT
negotiations,
the
provisions that would make the
forum more sensitive to the needs
and concerns of the developing
countries (Hudec, 1987).
The development concerns
were not adequately addressed
in the original constitution of
GATT. Article XVIII on infant
industry protection was the only
Article out of the original thirtyfive Articles that seemed to
address the developing countries
concerns. In the decade of 1950s
on account of decolonization,
when increasing number of
developing countries came into
existence as independent entities,
the issue of development became

prominent in the international
debate.
As
more
and
more
developing countries came into
the fold of the GATT, the call for
the GATT to address the
development issues and giving
special and differential treatment
to
developing
countries
intensified (Hoekman, 2009).
GATT responded to this by
redrafting the Article XVIII in the
1954-55 Review Session. The
redrafted Article XVIII comprised
of three sections that expanded
the scope of "Government
Assistance
to
Economic
Development" by allowing the
use of quantitative restrictions on
imports (Section B) and other
measures to promote the
establishment of a particular
industry (Section C), in addition
to the provision for the
modification or withdrawing of

GROWTH IN DEVELOPING COUNTRY MEMBERSHIP OF
GATT/WTO OVER THE YEARS

Number of GATT/WTO member states

Doha Round
WTO

120

100

developing country
developed country
Uruguay Round

80

60
40

20

1948 1953 1958 1963 1968 1973 1978 1983 1988 1993 1998 2003 2007
Year

Source: www.wto.org/english/thewto_e/gattmem_e.htm.
(Mayur Patel, ‘New Faces in the Green Room: Developing Country Coalitions and
Decision Making in the WTO’ (2007) GEG Working Paper 2007/33)
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previously negotiated tariff
bindings (Section A). The Balance
of Payment related provisions in
this Article imposed a weaker
conditionality than what was
already available under Article
XII which also permitted member
countries to implement protective
measures to safeguard balance of
payments.
Two other provisions were
provided for the developing
countries in the form of
amendments in Article XVI (later
superseded by the WTO
Agreement on Subsidies and
Countervailing Measures) that
allowed use of export subsidies
for manufactured goods and
Article XVIII bis that articulated
the framework for SDT for
developing countries in future
tariff reduction negotiations and
tariff commitments (bound rates).
Thus, while the Article XVIII
Section A was about the
possibility of modifying or
withdrawing the previously
negotiated tariff bindings, the
Article XVIII bis was about the
special needs of developing
countries to be considered in the
tariff reduction negotiations that
take place in future.
The "Development Movement" intensified during the
decade of nineteen sixties. The
"Modern World System Theory"
and the "Dependency Theory",
the two contemporary variant of
the structuralist perspective of
international political economy
popular
in
the
world
development debate at that time,
made developing countries
pursue
the
economic
development agenda both inside
and
outside
the
GATT
(Trebilcock, Howse, and Eliason

3

Lead Article

2013). Outside GATT, this
movement resulted in the
creation of UNCTAD in 1964, an
institution set up under the aegis
of United Nations to address the
issues pertaining to trade and
development. UNCTAD came to
be seen as a rival institution to
GATT and as a forum where
developing countries were more
vociferous with regard to their
concerns. Developing countries
formed a Group of 77 to advocate
the issues of interest to them. It
became a platform for the call for
the establishment of a "New
International Economic Order" by
the developing world. This new
economic order needed setting up
of manufacturing capacity in the
developing world and a
preferential access for these value
added goods to the markets in the
developed countries. Only when
these conditions are met, it was
believed, that the terms of trade
for the developing world would
improve
and
steer
the
developing countries away from
rising dependency on export of
commodities and low value
added raw materials. The
commodity price stabilization
measures in the international
markets were also deemed
necessary for this purpose.
In the year 1965, following
closely on the heels of UNCTAD
coming into existence in 1964, the
GATT responded by inserting a
new Part IV to GATT during the
Kennedy Round. The GATT till
then had three parts that
comprised of a total of thirty-five
Articles. The Part IV was
specifically on “Trade and
Development” which is primarily
about providing the developing
country exports access to
developed country markets. The

4

Article XXXVI reiterated the need
for favourable access to the
processed and manufactured
products of less developed
countries in the world market,
while Article XXXVII set the
commitments, in a non-binding
form, on the part of developed
countries to realize the objectives
laid out in Part IV. And further,
in Article XXXVIII, there was a
call for collaboration between the
member countries to attain these
objectives. This then provided the
legal basis for the proposal of
Generalized
System
of
Preferences (GSP) subsequently.
A “Committee on Trade and
Development” was created to
monitor the implementation of all
these provisions. "International
Trade Centre" was set up by
GATT for technical cooperation
and trade assistance to the
developing countries. The ITC
subsequently, in 1968, became a
joint venture of GATT and
UNCTAD.
The idea of “Generalized
System of Preferences” (GSP) was
mooted in UNCTAD under
which preferential access was to
be provided by the developed
countries voluntarily to the goods
coming in from the developing
countries. Though the US accepted the idea of non-reciprocal
preferential scheme of GSP in
1968, but since GSP violated the
MFN principle of GATT, this
provision could be implemented
only when GATT gave a formal
waiver to the tariff preferences
under the GSP in 1971. GATT
later also gave a waiver for the
European countries’ unilateral
preference schemes for the
former colonies in the Asia,
Caribbean and Pacific (ACP)
under the 1975 Lome Convention.

The developing countries
were, however, not fully satisfied
with Part IV since it did not
contain any legally binding
obligations on the developed
countries. The Tokyo Round
(1973-79) outcome in the form of
the “Differential and More
Favourable Treatment, Reciprocity and Fuller Participation of
Developing Countries” framework agreement, also called “The
Framework Agreement” that
included the “The Enabling
Clause”, that way, was an
important development. It
created a permanent legal
framework for preferential
treatment to export from
developing countries (GSP) and
the trade measures for BOP
purposes. It also diluted Article
XXIV on regional integration by
eliminating the “substantially all
trade” requirement in case of
trade blocs formed by the
developing countries. The
Enabling Clause is also the legal
basis for the Global System of
Trade Preferences (GSTP) in
which developing countries
exchange trade concessions. The
Tokyo Round thus formalized
and codified the SDT concessions
within the system of GATT. The
Enabling Clause, by introducing
the concept of special treatment
for least developed countries
(LDCs), created a further
distinction among developing
countries which, hitherto, were
seen as a homogenous entity.
The Uruguay Round of
Negotiations was the longest in
GATT, having started in 1986
concluded only in the year 1994.
The Uruguay Round transformed
the nature, scope and dimensions
of the multilateral framework of
trade. The GATT, till then, had
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confined to the border related
issues and was limited to
merchandise trade. Textiles and
agriculture had been outside the
purview of GATT. This Round
began with a number of
proposals on new issues coming
in mostly from the developed
countries. The proposal was
made to extend the GATT rules
to the international trade in
services, a sector which was not
covered by the system. There
was also a proposal on including
the issues pertaining to the
protection of intellectual property
rights and foreign investments.
All these new issues
represented areas that were of
interest to the developed
countries and thus, in a way,
reinforced the developing
countries’ perceptions of GATT
being seen as a “rich man’s club”.
There was thus a resistance from
the developing countries on the
proposal of launching a new
round of negotiations. The
inclusion of agriculture and
textiles trade, the two sectors of
interest to the developing
countries, helped in making the
developing countries relent their
position. The Uruguay Round
negotiations
were
rather
protracted because of the
complexities arising out of
handling multiple sensitive
issues.
The Uruguay Round had its
moments of challenges and
interesting developments. The
round that started with a divide
between the developed and the
developing countries on the
newer issues actually reached a
deadlock, in the subsequent
stages, on account of differences
between the US and the

European Union on agriculture
(Winham, 2014). The negotiations
could resume only after the
differences between the two
were resolved in the “Blair House
Accord” in 1993. Agricultural
subsidies had been a sensitive
issue
for
the
European
Community because of its
Common Agriculture Policy
(CAP).
The Uruguay Round of
Negotiations coincided with a
number
of
important
developments in the world
economy of that time. The import
substitution industrialization
model had been discredited by
the debt crisis of Latin America
and the economic crisis elsewhere
as, for example, the BOP crisis in
India. On the other hand, the East
Asian economies, on the strength
of export-led growth model,
were growing at a fast pace and
were being increasingly referred
to as the “Tiger Economies”. The
World Bank celebrated the
success story of these countries
by referring to it as the "East
Asian Miracle" (World Bank,
1993). The experiment in planned
economy and state ownership
had failed with the collapse of the
communist system and the
subsequent disintegration of the
Soviet bloc. Transformations in
China were, in any case,
underway since 1978. The
Neoliberal Revolution in the
West, meanwhile, had led to a
widespread movement on the
redefinition of the role of the
state in the economy. This
culminated in the rolling back of
the state in most of these
countries and the ascendancy of
the Neoliberal ideas elsewhere
through the structural adjustment
programmes implemented in the
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countries that were recipient of
the aid provided by the
multilateral institutions.
In the early years, developing
countries had faced a dilemma in
terms of conflict of interests
between the import substitution
industrialization
strategy’s
requirement of protection of
infant industry behind the wall of
higher tariffs and the GATT’s
objective of attaining trade
liberalization through the very
dismantling of this wall of trade
barriers. By the decade of 1980s
and early 1990s, however, the
dilemma
confronting
the
developing countries was of
different kind and nature. It was
at this time on account of a sharp
contrast
between
the
development strategy based on a
closed economy model, on one
end, and the underpinnings of the
Washington Consensus that
professed global economic
integration, on the other end. The
new agenda for the economic
reforms included a strong dose
of trade liberalization measures.
All these developments had a
profound impact on the outlook
and the negotiating stance of the
developing countries. The
priority was now in negotiating
the terms and conditions for
integrating with the global
economy and not seeking
protection for the domestic infant
industry. Import aspect of the
Special
and
Differential
Treatment had proved to be
ineffective and thus became less
important for the developing
countries though the export part
of SDT still had some relevance
in the export-led growth
strategy. GSP concessions on the
export side of SDT, however, had

5
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not proved to be very effective.
They, in any case, now appeared
less appealing on account of
overall reduction of the MFN
tariff levels attained during the
successive rounds of GATT
negotiations. Agriculture and
textiles were outside the purview
of the system and developed
countries also had the option of
using contingency measures like
antidumping, countervailing, and
grey area measures like voluntary
export
restraint
(VER).
Developed countries could also
withdraw the GSP concessions
accorded to a country if the
imports became too competitive
vis-à-vis the domestic industry.
Tariff escalation on manufactured
and processed goods in the
developed countries’ markets
was another hindrance for the
developing countries to move up
in the value chain.
The new issues in the
Uruguay Round necessitated the
negotiation for the domestic
policy space (Rodrik, 2011). More
and more issues were in the
domain of domestic policy unlike
in the earlier rounds when the
main function of GATT was trade
liberalization through reduction
of tariffs and removal of nontariff barriers. Though trade
liberalization was still important
but the issues like agriculture,
services, intellectual property,
and investments had domestic
policy implications. Moreover,
the liberalization of trade in
services is different from the
liberalization of merchandise
trade for the reason that services
can be traded in different ways
unlike the trade in goods that
happens in only one way. All the
four modes of trade in services
are addressed in the General

6

Agreement on Trade in Services
(GATS).
The Uruguay Round also
introduced the concept of “Single
Undertaking” in the negotiations.
Unlike the Tokyo Round where
most of the decisions were made
on plurilateral basis, that is, on
the basis of pick-and-choose
option available to the countries,
the decisions in the Uruguay
Round required the negotiating
countries to reach agreement on
all the issues as a single package.
This meant that developing
countries would now need to
engage in the negotiations on all
the issues in a proactive manner
and that they could not be mere
bystanders in the negotiations as
had been the case in the earlier
rounds.
The nature and type of SDT
underwent an expansion of scope
in this round. The SDT up till the
Uruguay Round could be broadly
classified in two branches from
the perspective of its import and
export side implications. The
import part of SDT entailed
flexibility provided to the
developing countries as, for
example, in tariff negotiations and
bindings. The export side of the
SDT included provisions for nonreciprocal preferential market
access in developed country
markets as under GSP, for
example (Trebilcock, Howse, and
Eliason, 2013). The Uruguay
Round introduced two new
dimensions of SDT in the form of
“technical assistance” for the
developing countries for the
issues in the newer agreements
and “longer time periods” for the
implementation
of
these
agreements. For example, the
longer TRIPS phase-in period of

ten years and fifteen years for the
developing and least developed
countries respectively in contrast
to five years for the developed
countries.
The
World
Trade
Organization now incorporates,
along with the provisions within
GATT 1994, SDT provisions in all
other WTO agreements. The
special and differential treatment,
therefore, has a horizontal
coverage across subjects in the
WTO (Van Grasstek, 2013). There
are provisions in: General
Agreement on Trade in Services
(GATS), Agreement on TradeRelated Aspects of Intellectual
Property
Rights
(TRIPS),
Agreement on Trade-Related
Investment Measures (TRIMS),
Agreement on Subsidies and
Countervailing Measures (SCM),
Agreement on Safeguards,
Agreement on Implementation of
Article VI of GATT 1994
(Antidumping
Agreement),
Agreement on Agriculture,
Technical Barriers to Trade (TBT)
Agreement, and Agreement on
Sanitary and Phytosanitary
Measures (SPS). The nature, type
and number of SDT provisions in
these agreements is summarized
in the table on the next page.
In addition to the explicit
legal provisions included in the
WTO agreements, measures in
favour of developing countries,
individually or as a group, may
also be taken under “Waivers”
from the main WTO rules. The
General Council can grant such
waivers as per the procedure laid
out in Article IX of the Agreement
Establishing the WTO. Developing countries’ preferential tariff
treatment to products of least
developed
countries
or
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developed and developing
members’ preferential treatment
to services and service suppliers
of LDCs has been allowed under
such a waiver.
Developing countries were
not in favour of launching of a
new round of negotiations at
Seattle in 1999 as they felt that
there was an unfinished task in
the area of agriculture, textiles,
and intellectual property rights.
Developing countries, led by
India and Brazil, wanted the
implementation of the Uruguay
Round agreements to get
completed before a new round
starts. Besides, there was also an
in-built agenda for further
negotiations on agriculture and
services trade. While the
developing countries felt that

implementation was a legitimate
concern and that they needed
assistance or revisions, if
necessary, in agreements to meet
their obligations. Developed
countries, however, saw the
demands for implementation as
an effort to thwart further
liberalization through a new
round (Van Grasstek, 2013).
Developed countries rather
supported the need for the new
negotiations with the European
Union, as a principal proponent,
suggesting new issues that
included investment and
competition policy and the US
emphasizing the need for reduction of barriers in industrial
goods. The US also raised
controversial issues on labour
and environment standards.

TABLE
SPECIAL AND DIFFERENTIAL TREATMENT PROVISIONS
BY TYPE AND AGREEMENT
Type of SDT Provision

Agreement

Number of
Provisions

Related to Increasing the Trade
Opportunities of Developing Countries

GATT 1994

8

WTO Agreements

4

Related to Requiring WTO Members to
safeguard the interests of Developing
Countries

GATT 1994

13

WTO Agreements

32

Related to Flexibility of Commitments,
of Action, and Use of Policy Instrument

GATT 1994

5

WTO Agreements

35

Related to Transitional Time Periods

GATT 1994

Technical Assistance

Related to Least Developed Countries

WTO Agreements

20

GATT 1994

1

WTO Agreements

16

GATT 1994
WTO Agreements

14

GATT 1994

27 (Total)

WTO Agreements

121 (Total)

Source: Adopted from WTO Paper: WT/COMTD/W/196.
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The interim period between
the Seattle and Doha Ministerials
saw the countries making a
compromise on their extreme
positions – the European Union
with its position on investment
and competition policy, and the
US on its demand for labour and
environment.
Developing
countries were assured that the
new round would be more sensitive to the development related
issues. The new round started
with the Doha Ministerial
Declaration in November 2001
and the title “Doha Development
Agenda” was meant to
emphasize the developing
countries’
concerns
and
expectations from this round.
The Doha Round, originally
scheduled to conclude by
January 2005, has seen shift in
deadline repeatedly on account
of impasse between the
developed and developing
countries. The early period saw
Agriculture and the Singapore
Issues at the centre stage. There
was a polarization at this stage
in a way that developed
countries were expected to make
major concessions in agriculture
while the developing countries
would
need
to
stretch
themselves on the four
Singapore issues. But developing
countries had never been
comfortable with the Singapore
package, though, the Trade
Facilitation Measures was the
only issue amongst the four
issues that was acceptable to
developing countries. The
articles relevant to trade
facilitation measures in GATT
that needed a review by the
Council for Trade in Goods
were Article V (Freedom of
transit of goods), Article VIII

7
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(Fees and formalities connected
with
importation
and
exportation), and Article X
(Publication and administration
of trade regulations).
The time period between the
Seattle Ministerial in 1999 and
the Doha Declaration in 2001 was
also marked with the developing
countries, led by India, taking a
stand on the need for
incorporating “compulsory
licencing” in the TRIPS
agreement to enable the
countries to access the patented
medicines in case of public
health related emergencies. The
AIDS epidemic in South of Africa
at that time provided the right
backdrop to stress this concern
and created a morale pressure
that ultimately made the
developed countries and the
strong pharmaceuticals lobby in
the West to relent.
The Fifth Ministerial meeting
at Cancun, Mexico, in September
2003, on stock-taking of the
progress of negotiations with
respect to the deadline of
January 2005, proved to be a
deflection point. There was a
discord on agricultural issues,
including cotton, and the
Singapore issues that created an
impasse. The “July Package”,
adopted by the General Council
on 1 August 2004, set a new
framework for further progress.
It extended the deadline to
December 2005 to coincide with
the Ministerial at that time and
dropped the three of the four
controversial Singapore issues.
Now only the Trade Facilitation
Measures remained at the
negotiating table. It also pointed
out to the issues of agricultural
domestic support, market access
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and
safeguards,
Nonagricultural Market Access
(NAMA), and trade in services
while reaffirming the sectorial
negotiations on cotton. The
latter being a sensitive issue for
the Cotton-4 African countries.
The negotiations at this stage
saw a new polarization in terms
of Agriculture and NAMA. In
this new posturing, the
developed countries were
unwilling to give major
concessions in Agriculture in the
absence of developing countries
giving concessions in industrial
tariffs (Winham, 2014). There is
a scope of SDT in both the issues.
The negotiators agreed to follow
a Swiss Formula for cutting
industrial tariffs and analogous
methods for agricultural
subsidies and tariffs.
Working out the right
coefficients or inserting the right
numbers in the Swiss Formula
has remained a contentious issue
with developed and developing
countries seeking different
coefficients. The Hong Kong
Ministerial of December 2005,
failed to provide the numbers
needed to move further on
tariffs
and
subsidies
negotiations. The Ministerial
extended the deadline to July
2006 and reiterated the need for
the provision of Duty-Free
Quota-Free (DFQF) market
access to products originating in
least developed countries. It also
formally launched "Aid for
Trade" initiative to support
improvements in developing
countries’ capacity to trade.
Negotiators
repeatedly
failed to reach agreement in July
2006 and then again in the mini
ministerial of July 2008 in

Geneva. The Geneva mini
ministerial had come closer to
completing the round on the
basis of “Lamy Draft” but failed
when the Indian and the US
ministers
disagreed
on
agricultural safeguard issues
(Van Grasstek, 2013). The Bali
Deal of December 2013 in this
context, coming in after a long
standstill on the progress,
presented a strong ray of hope
with regard to the progress of
Doha Round. An important
agreement on trade facilitation
measures and an understanding
on shielding the public
stockholding for food security in
developing countries, over and
above the country’s limits on
trade distorting domestic
support, were reached. Though,
the immunity on stockpiling was
only an interim arrangement, a
permanent solution was to be
found to this in four years, that
is, by the year 2017. It is worth
noting that both the issues, trade
facilitation and food security, are
of important concern to the
developing world. The Bali deal,
therefore, caused a further
movement in the Doha
Development Agenda with the
issues that really mattered to the
developing countries.
India’s change in position on
its commitment to the Bali deal
in 2014 caused a furore amongst
the
member
countries,
developed and developing
countries alike. It insisted on
finding a permanent solution,
instead of just an interim
arrangement on the food security
issue, before moving ahead on
the Agreement on Trade
Facilitation Measures. Despite
pressure from the international
community, India remained
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adamant. The 31 July deadline
was missed leaving the members
disappointed with the developments. The recent diplomatic
initiatives and the assurances
given to India have helped in
clearing the way forward.
There are other issues of
interest to the least developed
countries that saw some further
progress at the Bali Ministerial
Conference. These are: DutyFree Quota-Free access for LDCs
exports to rich country markets,
simplified “Rules of Origin” for
LDCs to qualify for the
preferential treatment in
importing countries, a “Service
Waiver”
allowing
LDCs
preferential access to service
markets in the rich countries,
and a “Monitoring Mechanism”
for reviewing and analyzing the
implementation of special and
differential treatment given to
developing countries. Bali
package
has
reaffirmed
commitment to “Aid for Trade”
(launched in 2005), special
consideration to issues of small
economies, and to continue to
examine link between trade and
transfer of technology to
developing countries (mandate
given at Doha Declaration 2001).
Agreement
on
Trade
Facilitation Measures is the first
major multilateral agreement
reached at the World Trade
Organization since its inception
in 1995. The other agreements on
financial services, telecommunications, and on trade in
information
technology
products were reached only
among a subset of members.
This is one agreement which is
beneficial for developed as well
as developing countries and is

expected to inject up to a trillion
dollars into the world economy
(WTO, 2013). Trade facilitation
measures are meant to simplify
and speed up the port and
customs procedures. It entails
use of technology to attain these
objectives. It has elements of SDT
in the form of provisions for
assistance to developing and
least developed countries in
implementing the agreement, to
strengthen infrastructure and to
train customs officials. The
agreement also has provisions
for goods in transit that will
benefit landlocked countries.
With all the challenges that
the Doha Round confronts, the
Bali Deal is a good development.
It has rekindled the hopes
amongst the members and has
paved the way for the further
progress. Bali package, with all
its concerns for the developing
and least developed countries,
has kept alive the spirit of
development agenda in the Doha
Round. In his concluding
remarks at Bali in December
2013, Gita Wirjawan, Indonesia’s
trade minister and the Chairman
of the Bali Conference, as a
tribute to Nelson Mandela,
quoted his famous phrase that
seemed to capture the mood on
the occasion, "It always seems
impossible, until it’s done".
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Towards a Service Oriented Architecture for Trade
Facilitation – Lessons from e-BRC*
Rajiv Arora**

Introduction
An EDI project titled “e-BRC”
was implemented by the
Directorate General of
Foreign Trade (DGFT),
Department of commerce in
August 2012 as part of the ‘eTrade’ network. The ‘e-BRC’
project has seamlessly
integrated various banks with
DGFT, thus enabling linking
of foreign exchange
remittances on exports with
export obligations. The
project has significantly
reduced the transaction cost
and time and was awarded
“2013 eASIA Award under
Trade Facilitation category
announced by Asia Pacific
Council for Trade Facilitation
and Electronic Business
(AFACT).
*A case study of Electronic Bank
Realization Certificate (e-BRC)
of the Directorate General of
Foreign Trade (DGFT). The
views expressed in the article
are personal.
**A Joint DGFT in Indian Trade
Service 1986 Batch & presently
posted as Director, DGAD,
Department of Commerce,
Government of India.
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“T RADE FACILITATION” is
not a new agenda under WTO but
has historically evolved and
debated under GATT Articles V
(Freedom of Transit), VIII (Fees
and formalities connected with
importation and exportation) and
X (Publication and Administration
of Trade Regulations). These
disciplines continued to be
discussed for improvization
under the Doha Round,
Singapore Ministerial Conference
and later in the Bali Ministerial
Conference in December 2013,
where a Trade Facilitation
Agreement (TFA) was drafted.
Most of the objectives and
expectations under the TFA can
be significantly achieved through
novel ICT interventions.
The review of secondary
literature on trade facilitation
efforts both globally and
nationally reveals that various
initiatives pertaining to trade
facilitation include complete
automation, simplification and
harmonization of trade processes
and documents, eliminating
redundancies through process
reengineering, improving critical
infrastructure like ports, airports,
etc. The key performance
parameters addressed through
these initiatives include reduction
in transaction cost and time,
improving efficiency of trade

cycle, reducing turnover time and
gestation period, minimizing
number
of
compliance
documents, reduce number of
user footfalls
and moving
towards a single-window
clearance mechanism. DG, WTO
recently stated that the trade
facilitation agreement would
bring the trade cost down by 15
per cent. These objectives can be
attained
by
strategically
leveraged Information and
Communication Technology
(ICT) for a transformational
process reform. In India,
autonomous efforts of trade
facilitation have strategically
harnessed ICT. Two focussed
systemic interventions to reduce
transaction cost through process
and procedural reform and
augmentation
of
critical
infrastructure
have
been
undertaken in 2011 and 2014 by
the Ministry of Commerce. The
first task force on transaction cost
addressed 23 issues mitigating
transaction cost to an extent of
`2,100 crore. The second task
force similarly addressed 10
broad inter sectoral issues and
various sector specific issues. It
also suggested key features of an
efficient trade facilitation
mechanism comprising an
integrated online environment
for export and import clearances,
a Common Service Platform, a
Single Common Document, an
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effective message exchange
amongst all stakeholders, and
fully digital environment. Further,
it has suggested Smart Gateways
(Ports/ Airports, Land Borders,
ICDs), clearance at factory gates,
reducing percentage of physical
examination, redefine criteria to
include more beneficiaries/
entities under the Accredited
Client Programme (ACP) and a
transparent system of tariff
classification.
The focus of various trade
facilitation efforts has been to put
in
place
a
transparent,
predictable, efficient, cost
effective and hassle free system
of movement of goods globally
with prime focus on custom
clearances. These efforts have by
and large leveraged ICT as a key
enabler to attain objectives of
trade facilitation. While the
outcome of various trade
facilitation efforts is measured
through streamlining custom
clearance processes, customs
being the hub and transborder
interface but this goal can be
attained in entirety if the
associated network partners
(spokes) connected to customs
(hub) are also seamlessly ‘eintegrated’ in the trade
facilitation measures to attain an
overall improvement in the trade
cycle efficiency. The goals of
Trade Facilitation as enumerated
under various articles of WTO
and the Trade Facilitation
Agreement could be significantly
advanced by the autonomous
efforts being undertaken by
various network partners under
the EDI project in India. The
concept of Electronic Data
Interchange (EDI) in fact

emerged to implement such a
community network of all major
stakeholders engaged in the
international trade value chain,
thereby
making
Trade
Facilitation an integrated
endeavour of all stakeholders
engaged in an international trade
cycle.
The experience of ‘e-BRC’
project undertaken by DGFT in
seamlessly integrating the banks
and exporters/ importers in the
trade network, through a Service
Oriented Architecture (SOA),
provides useful insights for
scalability and ramping up such a
model across various initiatives
of trade facilitation both
nationally and globally. The key
features of ‘e-BRC’ below are
analysed to suggest a way
forward suggested.

The ‘e-Trade’ Project
Collaborating in an integrated
Trade Facilitation project involves

many issues and challenges
related to process reengineering,
interoperability,
network
redesign, evolving consensus on
interface and domain issues,
leadership
and
change
management.
The Foreign Trade Policy’s
key objective of increasing India’s
share in the global trade requires
enhancing global competitiveness
of India’s exports by various
interventions that reduce
transaction cost and time on
India’s exports. To achieve these
goals, ICT has been leveraged by
various trade facilitation/
regulatory bodies to collaborate
under the ‘e-Trade’ Project whose
main objective is to facilitate
trade by providing an online
interaction environment to
various players to obtain services
efficiently and effectively. The
major stakeholders of this project
are Foreign Trade Regulatory/
Facilitating Agencies like

FIGURE 1
VARIOUS STAKEHOLDERS OF THE ‘e-TRADE’ PROJECT

DGFT
Airlines

Customs/
Central Excise
Banks

Shipping
Agents
Port/
CONCOR

RBI

Message
Interchange

DGCIS

Importers/
Exporters

FIEO &
EPOs
CHAs
Airports

CID/CFS
Indian
Railways

Source: AFACT (Asia Pacific Council for Trade Facilitation and Electronic Business)
Year Book 2013.
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(licenses) issued by DGFT create
export obligations which are to be
discharged by undertaking
obligated exports and earning the
obligated foreign exchange. The
proof of physical exports is
authenticated by customs through
electronic shipping bills while
foreign exchange compliance is to
be reported by a bank’s certificate
titled ‘BRC’. As stated above,
while shipping bills were being
electronically transmitted to
DGFT’s server through an agreed
exchange format, the BRC had to
be e-enabled.
One of the main compliances
required from exporters in
implementing the Foreign Trade
Policy and its various export
promotion schemes, is to realize
foreign exchange against the
exports made as per the
stipulated guidelines and time
frame of the Reserve Bank of
India (RBI). Banks were not
electronically connected under
the Electronic Data Interchange
(EDI) network (‘e-Trade’
network) till 31.3.2012 for
reporting Foreign Exchange
(FE) earnings to DGFT. This
compliance
implemented
through
‘e-BRC’
project
launched on 1.4.2012 as pilot and
mandatorily from 17.8.2012 now
seamlessly connects banks
under the ‘e-Trade’ (EDI), an
integrated Trade Facilitation
Project, implemented by the
Department of Commerce.
The ‘e-BRC’ project as a core
and fundamental block has
enlarged and strengthened the
scope of ‘e-Trade’ project. The
implementation of the ‘e-BRC’
project has led to significant
operational and strategic

benefits for all stakeholders.
The benefits include reduction
in transaction cost and time
through seamless connect of
entire import/export cycle
leading
to
electronic
reconciliation
of
foreign
exchange earnings against
exports thereby facilitating
online grant of foreign trade
benefits.
Further,
the
transparency and tracking of
foreign exchange data has
significantly improved. The
project has led to elimination of
fraudulent certifications also
which could lead to leakages.
The management of Foreign
Exchange (FE) remittances has
therefore significantly improved
specially for cases where there
monitoring of Foreign Exchange
(FE) earnings is required to
discharge stipulated export
obligations.
The foreign exchange
realized against exports were (till
31.3.2012) being issued by banks
to exporters in a physical form on
the basis of a request made by an
exporter in a prescribed format
under the FTP. The BRC which
was ink signed and stamped by
bank verified only the relevant
data of foreign exchange
realization. This BRC was then
physically submitted to DGFT for
claiming FTP benefits. This
entailed a high transaction cost
and time as there were instances
of mistakes which required
revisit for correction and
accordingly at times manual
verification. The physical copy of
BRC also could not be integrated
with the DGFT’s EDI system
especially the shipping bill, which
is the proof of exports was
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electronically transmitted by
Customs to DGFT digitally
signed as per the agreed message
format. Further, the banks could
not verify a few data elements in
the BRC like freight and
insurance cost in an export
transaction which were not
captured by them in their backend systems. Further, despite a
format for BRC prescribed by
DGFT under FTP, this was not
amenable to even an online
linkage since data was not
structured and was primarily
textual with no prescribed meta
data standards to enable
automation.
The lack of seamless connect
of FE realization in EDI system
and consequential delays,
increase in transaction cost on
exports, threat of leakages in
revenue, mounting pressure
from trade to reduce transaction
cost by enhancing efficiency and
transparency in the governance
of Foreign Trade System and
need to monitor various stages
of BRC’s processing, viz.
issuance, submission, receipt
and linkage by replacing existing
ad hoc, time consuming and
unstructured
processes
required a major transformation
of the AS-IS process of BRC
issuance.

The Redesigned (to-be)
‘e-BRC’ System – The
Approach Adopted
To address the inherent
weaknesses of the existing
manual BRC system, designing of
a re-engineered process required
identifying key pillars and
establishing unique identity of
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stakeholders engaged in the
integrated process, identifying
e-Services requirements from
different
stakeholders’
perspective and a composite view
of ‘e-Services’ and associated
various modes of services
delivery, viz. G2C, G2B and G2G.
The design was undertaken by
the domain knowledge experts inhouse along with the system
experts. The composite view also
includes the common eGovernance support services
which include Standards,
Gateway Integration, Authentication, Capacity Building and
Data and System’s Management.
The
key
principles
and
approaches adopted in design of
e-BRC are tabulated below.
The availability of e-BRCs
uploaded on the DGFT’s server
enables their electronic linking
with the EDI shipping bills
available on DGFT’s website in
a repository, a novel application
of Service Oriented Architecture
(SOA) adopted innovatively by
DGFT. It can be seen in the

figure that an online application
for various schemes like
Advance Authorizations (AA),
Duty Free Import Authorizations (DFIA), Export Promotion
Capital Goods Schemes (EPCG),
Incentives under Chapter 3 of
the FTP, can be filed by an
exporter by connecting both
‘EDI shipping bill’ and ‘e-BRC’
through DGFT’s website itself,
making the EDI System truly a
seamless one.

Key Implementation Issues
and Challenges
Some key issues and
implementation challenges faced
in this project are summarized in
three categories and also briefly
discussed in Table 1.

Benefits of ‘e-BRC’ Project
The simplification and
standardization of the FE
reporting format has eliminated
data redundancy and requirement of data verification. Other
benefits include enhanced

KEY PRINCIPLES AND APPROACHES FOR THE e-BRC PROJECT
Key Principles

Salient Features

Collective engagement of all Stakeholders

Involve and engage all stakeholders.

Goal Congruence

Goals/objectives of all stakeholders
should converge.

Undertaking Comprehensive BPR

Undertake BPR over the entire process
cycle involving stakeholders.

flexibility
in
application
management and security
through digitally signed
transmissions. Reduced footfalls
and enhanced transparency with
a user friendly access provided
to exporters for viewing and
printing an e-BRC through
DGFT’s website has led to
reduction in transaction cost.
Till 31 December 2014, almost 15
million e-BRCs have been
transmitted to DGFT’s server.
Impact assessment of the e-BRC
system is summarized in
Table 2.
The impact of this project
through a transformational BPR
and by adopting SOA model has
not only led to operational
benefits but has also yielded
significant strategic benefits
across the trade facilitation cycle.
It has increased efficiency of
operations related to global
stakeholders like foreign buyers
and has thus contributed towards
international trade facilitation.The
project has been
awarded the 2013 eASIA Award
under Trade Facilitation category
announced by Asia Pacific Council
for Trade Facilitation and Electronic
Business (AFACT) in Ho chi Minh
City, Vietnam on 29 November 2013.
Adoption of SOA framework
makes the system flexible, user
friendly and scalable to connect
with other partners like Customs
and RBI. The Enforcement
Directorate and 11 State VAT
departments have also started
collaborating.

• Process standardization

- Adoption of a standardized XML data
interchange format, EDIFACT Standards,
unique port, country and currency codes.

• Process optimization

- Remove redundancies, build trust based
and single source of truth systems

• Process automation

- Ensure 100% automation

Key Learnings

• Process flexibility

- Provide users with flexibility of domainspecific requirements

• Process integration

- Integrate all back ends.

1. Capture and validate data
only at Source, i.e. Single
Source of Truth.
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TABLE 1
ISSUES IN DESIGN AND IMPLEMENTATION OF e-BRC
Process Issues:
Issue

Intervention Approach

EDI enabled strategic BPR and Business Network
Redesign (BNR)

Capture data at source, back end integration, non source data to be
uploaded by exporter, trust based system, application integration by user.

Flexibility

Choice of frequency of uploading, creating sub users, hardware and
platform neutral systems.

Comprehensively redesigned system inclusive of
existing business practices

Adhere to existing rules/logic and address all scenarios as being done in
AS-IS manual processing to keep business as usual also undisturbed.

Transparency and user friendly access

On line training, linking and downloading of e-BRCs. Availability of FAQs on
website.

Technical Issues:
Issue

Intervention Approach

Data validation management and archiving

File, data and process checks in place

Ensuring security and confidentiality of data

2048 bit DSCs used

Adoption of standards

EDIFACT standards adopted

Organizational Issues:
Issue

Intervention Approach

Adopting an appropriate implementation strategy

In-house re-engineering and design. managed service (PPP) model not
adopted

Consensus Building

Common understanding on data exchange format, back end integration,
flexibility to retain specific local requirements

Awareness creation, training and hand-holding

Trainings at various levels, joint interactive session with stakeholders’
migration to new changed environment and transition arrangements as per
banks/ users comfort.

Source: ‘e-BRC’ Project.
TABLE 2
IMPACT ASSESSMENT OF e-BRC SYSTEM
ATTRIBUTE

OPERATIONAL

ATTRIBUTE

STRATEGIC

Pre e-BRC

Post e-BRC

Pre e-BRC

Post e-BRC

Transaction Cost

High due to manual
documentation and
data duplication

Significantly reduced
due to automation No paper and No
data redundancy.
No fee is now
charged for issuing
a BRC by many banks.

Application
Integration

Manual data
Seamless integration
not amenable to through innovative
digital integration SOA architecture.
Gets extended to
other network
partners like Customs,
RBI, also.

Transaction Time

High due to number
of days involved in
issuance Processing
and multiple visits

e-BRC – footfalls
almost reduced to Nil

Policy and
Research

Manual data not
amenable to
analysis

Policy research and
analysis on foreign
exchange data possible
MoUs on data exchange
has been signed with
various state VAT departments and enforcement
directorate.

Source: e-BRC Project.
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2. Encourage
Systems’.

‘Trust

based

3. Do not carry out a mere
Sigma
operation
but
undertake process convergence.
4. Build in flexibility while
integrating diverse applications.
5. Transform – not Translate –
processes.
6. Adopt ‘SOA’ framework to
scale and ramp up IT usage
across the entire trade – cycle.
7. Undertake ‘Change Management’ with adequate care.

view of its significant potential of
providing flexibility, and
seamless integration of services
which can efficiently and
effectively ramp up the trade
facilitation initiatives.
The e-BRC project has
though been successfully
implemented by adopting a
Service Oriented Architecture
(SOA), and awarded "2013 eAsia
award
for
Trade
Facilitation", it can further be
strengthened by integrating
critical
e-Governance
components, i.e. National
Service Delivery Gateway and
Mobile Services Gateway,

incorporating agreed Meta Data
Standards
and
hosting
applications data securely on a
Government
Cloud
for
community partners.
The ‘SOA’ framework can
enable exchange of services
amongst authorized users,
without the repeated need of
designing and implementing
message exchanges. The nature
of the ‘e-BRC’ project design led
to rapid implementation and
significant
reduction
of
transaction cost and time.
The above objectives can be
very effectively attained by

Way Forward
The biggest challenge of a
trade facilitation network at a
national or global level is to unify
processes and systems which may
be quite diverse in terms of “ereadiness”, platforms and
application deployed, data and
information formats, user
expectations, etc. The significant
growth of trade network with
increased number of network
partners, processes, expectations,
coexistence of local requirements
and need to converge requires an
architecture which can provide
advantages of both flexibility in
retaining the autonomously
developed ICT back-ends and
also convergence through ICT
front-ends. This thereby obviates
the need for designing and
implementing
cumbersome
agreements
on
message
interchange.
The success of ‘e-BRC’
suggests adopting the SOA
Framework in trade facilitation
network across organizations and
beyond national boundaries in
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AN SOA ARCHITECTURE: FRAMEWORK FOR TRADE FACILITATION
Services Offered
(Service Providers)
(SO)

SO1
'eBRC'

SO2
'PAN'

SO5
'Bill of
Entry'

SO4
'SB'

SO3
'IEC'

Standards

SO6
'RCMC'

SO7
'DBK'

........

SON

Application
Integration

NATIONAL TRADE
Access
FACILITATION GATEWAY Authentication

Platform
Neutrality

Service Level
Agreements

SC1

SC2

SC3

SC4

........

SCN

Services Consumed
(Users)
(SC)
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seamless integration, unique
identifiers need to be
leveraged. For example, the
e-BRC service can provide
FE realized as a service on a
National Gateway to other
partners like Customs,
Enforcement agencies, RBI,
etc. The unique identifiers
could be the IE Code,
Shipping Bill Number, etc.
Similarly, IEC as a service
can be used by Customs,
Exporters/Importers, RBI,
etc.

strategic leveraging novel ICT
technology / framework like
cloud and service oriented
architecture as adopted in the ‘e
BRC’ project implement. A
suggested broad road-map for
up scaling Trade Facilitation is as
under:
(i)

Every stakeholder in the
international trade process
cycle needs to identify
services it can offer and also
consume on a Gateway. The
Gateway could be a ‘Web
Services Gateway’ or a
‘Mobile Services Gateway.’
The identification can be
done by capturing User
view, Entity view and
Other Network partners
view
and
thereafter
converging all to a
composite view as depicted
in the e-BRC project. For

(ii) A common Gateway for
trade
facilitation
be
identified which can enable
(i) above.
(iii) Bilateral Message exchanges
be avoided and services be
made available only at
Gateway. Further, the
stakeholders need to adopt

Data and Process Standards
including Meta Data
Standards,
Domain
Standards like EDIFACT
Standards, etc.
(iv) Service Level Agreements
(SLAs) may be established
amongst all network
partners for Consumption of
Services.
(v) The solutions be linked with
domain back-ends, based on
single source of truth, trust
based and be platform
neutral.
(vi) The process reengineering
be transformational from
source to sink cutting across
organizational boundaries.
(vii) ‘PPP’ business model may be
adopted
by
default
wherever feasible.
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Make in India and Trade Facilitation:
Reforming Trade
Amit Yadav, Ritwik Singh and Shaily Chauhan*

This article discusses the
possible impact of
convergence of Make in
India campaign and trade
facilitation on reforming trade
by easing the entire process
and attracting investments.
The article begins with a brief
analysis of Indian Economy
where we study India’s
Manufacturing Sector and
the factors that led to its
stalled growth. In the article,
the need to develop export
focused infrastructure in India
which will ultimately lead to
competitive manufacturing,
has been stressed upon.
Further, the coming together
of Make in India - a
campaign which aims to
facilitate investment through
building best in class
manufacturing infrastructure
and Trade Facilitation - which
focuses on removing the
complexity and cost of the
trade transaction, has been
examined.

Introduction – A Glance at
India’s Manufacturing
Sector

O

VER the years, Indian
economy has moved from
being agriculture dependent to a
service driven economy. India has
largely missed the industrial
revolution which transformed
countries like the US and Japan.
The Indian manufacturing sector is
a classic example of an industry
that has had great potential, but has
been lagging behind due to policy
paralysis, political ineffectiveness
and entrepreneurial myopia.
In the last two decades,
Indian manufacturing, and the

overall Indian economy have
grown at almost the same rate.
The share of global manufacturing has grown from 0.9 to
2.0 per cent during this period
while Indian GDP share has
grown from 1.2 to 2.5 per cent.
Despite this modest growth, the
relative share of manufacturing in
the Indian economy has remained
unchanged. This has dashed the
hopes of an economy based on
manufacturing-led growth. The
sector accounted for 15 per cent
of GDP in 1993, which remains
almost same today even after 20
years. Meanwhile, several
Developing Economies have
increased
the
share
of

FIGURE 1
SHARE OF MANUFACTURING AND SERVICES SECTORS IN NATIONAL GDP
(1990 TO 2014)
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manufacturing to above 20 per
cent of their GDP, in particular
Thailand (34% in 2012), China
(32%), Malaysia (24%), Indonesia
(24%) and the Philippines (31%).
Employment rate in this
sector has also been low. The
number of jobs increased only by
1.8 per cent per year from 37 to
53 million. In contrast to this, the
services sector has increased by
6.5 per cent per year during the
same period, growing its share of
India’s labour force from 22 to 31
per cent. Services sector now
account for 150 million jobs
(compared to approximately 80
million in 1993).
Over the last five years,
manufacturing sector has failed to
even match Indian GDP’s share
growth in the world. Though the
country’s share in global GDP
grew from 2.2 to 2.5 per cent, the
manufacturing share of GDP has
fallen from 2.2 to 2.0 during 2009
to 2013.

The situation is worse when
we compare India’s performance
with its peers. China’s share of
global manufacturing increased
by more than six percentage
points (rising from 17.3 to 24.1%)
during the same period, while the
manufacturing share of several
other countries (South Korea,
Russia, Mexico, Malaysia,
Thailand) have also significantly
increased.
Exports are one of the best
criteria to judge any nation’s
manufacturing success. While
looking and analyzing the Indian
export sector it presents a bleak
picture. India’s share of global
merchandise
exports
has
increased from 0.5 to 1.7 per cent
over the past twenty years.
However, this increase remains
humble when compared to
China’s performance where it has
risen significantly from 2.4 to 11.5
per cent of global exports in the
same period. Even smaller

FIGURE 2
SHARE OF MANUFACTURING IN GDP
(VOLUME AND PERCENTAGE)
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nations like Thailand have
developed themselves into an
export driven economy.

Major Factors Inhibiting the
Growth of Manufacturing
Sector
There have been multiple
reasons for the lackluster
performance of the Indian
manufacturing sector ranging
from policy paralysis to lack of
supporting infrastructure.
Contraction in mining
activities and deceleration in
manufacturing output has been a
prominent reason. In the year
2013-14, the manufacturing and
mining sector output have both
declined by 0.7 per cent and 1.4
per cent respectively. Contraction
in mining index in the past three
years has been mainly on account
of lower production in all the
major minerals. The most
significant mineral – Coal –
contributes about 41 per cent of
total mining sector output. The
production growth of Coal has
remained low due to many
structural issues. Deceleration in
the investment levels particularly
from the private sector in these
sectors in the past two years has
been a major cause for the poor
performance of these two sectors.
Manufacturing constitutes
about 60 per cent of industry GDP.
Deceleration in the manufacturing
sector is accountable for the drop
in industrial growth. There are a
number of factors which have
together contributed to the low
growth in the manufacturing
sector. The steel, cement and coal
sectors have all been marred by
capacity underutilization. A
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slowdown in fixed investment,
several domestic factors such as
higher
interest
rates,
infrastructure bottlenecks,
inflationary pressure leading to
high input costs and a drop in
domestic and external demand
for some sectors has all
restrained the manufacturing
sector growth. In contrast,
world manufacturing has gained
strength in 2013-14. In order to
improve the current scenario
and turn the tide for India’s
Manufacturing Sector, Make in
India Campaign was launched
with a lot of fanfare.

Make in India – Aims to
Resurrect Manufacturing
Sector
It was launched by Prime
Minister Narendra Modi on 25
September 2014 targeting specific
goals – to facilitate investment,
foster innovation, enhance skill
development, protect intellectual
property and build best-in-class
manufacturing infrastructure
Simultaneously, the government
released the brochure on 25
identified growth sectors on the
new site, along with a new
symbol—a lion made up of cogwheels; which also puts in place
the logistics and systems to
address, in a timely and efficient
manner, queries of potential
investors and the campaign looks
to utilize the 3D advantage of
India – demography, democracy
and demand.
Some of the listed sectors are
infrastructure-related like ports,
roads, aviation, thermal power,
renewable energy, mining, oil &
gas, railways, etc. Also there is
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construction, which is essentially
a services sector, heavily propelled by infrastructure contracts.
Infrastructure is the backbone
of any economy, and is
undoubtedly the single most
important factor that separates
the forerunner from the follower.
The right infrastructure not only
ensures an effective supply chain
and key inputs feeding into the
manufacturing process, but also
creates a seamless link across
production hubs and end
markets—both domestic and
global.
India needs to undertake a
well-planned and structured
approach. Apart from fixing the
basic factors around infrastructure, the ease of doing
business in the country and
related government policies,
there is also a need to actively
plan for and pursue long-term
goals of nurturing technology and
innovation.
One of the crucial but still not
complete solutions is to build an
Export Ecosystem which revives
the domestic manufacturing
sector to better cater to domestic
demand. Countries successful in
manufacturing
have
also
correspondingly boosted their
share in global trade. If India
wants to become a preferred
manufacturing
hub,
the
government would need to create
an ecosystem for exports
powered by policy reforms,
investments and infrastructure.
Thus there is a need to
develop
export
focused
infrastructure in India which will
ultimately lead to competitive
manufacturing.

Utilizing India’s Assets for
Planned Growth
India’s core strengths are
availability of quality labour, cost
advantage and engineering skills.
Availability of quality raw
material could be an additional
area of strength. Cotton, steel,
coal, down-stream petrochemicals are materials where
India has a potential advantage
due to surplus availability over
the longer term. Industries that
leverage these strengths are likely
to be significant beneficiaries
over the next few years.
Capacity underutilization and
mismanagement in India’s transit
and power systems needs to be
addressed. There is a lot of
stagnancy, in the form of bad
loans and stalled projects. Many
construction firms are bearing the
brunt from the overhang of
stalled infra projects. It is
predicted that almost 15 per cent
of India’s gross domestic product
sunk in unviable infra projects
which can be opened up if Make
in India is able to improve the
situation.
A better policy environment
could emphasize existing
competitive edge and also
energize potentially more
competitive sectors.
According to the law of
comparative advantage, in an
economic model, an agent has a
comparative advantage over
another in producing a particular
good if he can produce that good
at a lower relative opportunity
cost or price, i.e. at a lower
relative marginal cost prior to
trade.
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Thus if a country has
competitive advantage over a
rival nation in the production of
two goods it would be beneficial
to focus on producing only one
good, which has a higher
comparative advantage.

aviation sector which is going to
set the path as the Federal
Aviation Administration has for
the first time approved, two
aircraft parts developed in India
for use by manufacturers in the
US.

Similarly, in India if we
observe there are areas of small
competitive advantages. It would
be better to ignore these areas
and focus purely on those sectors
with large advantages.

Recently
people
aged
between 16 and 35 have started
demanding
Make
in
India themed merchandise. The
manufacturers are now working
on the theme and coming up with
new stocks on this line. A few
E-commerce companies have
already launched and are
preparing to launch a “Make in
India” section/merchandise line
on its website promoting local
products and manufactures.

Sectors like information
technology,
automobilecomponents, pharmaceuticals, are
globally quite competitive. Some
sectors, such as defence
manufacturing, food processing,
and electronics are not as
competitive and India can
leverage its resources to make
them at par. Some are reasonably
competitive like electrical
machinery, textiles and leather.
Proper planning and further
implementation of Make in India
will create more infrastructural
capacity and help in improving
the policy environment.
Political stable sectors that
could benefit from import
substitution are the sectors where
India has a robust domestic
demand still see a lot of import
happening. Electronics, aerospace
are two such categories for
instance. Some of these sectors
are further aided by improving
regulations.

Prophetical Gains of
the Near Future
The first ripples of this
campaign can be felt as with the
recent positive initiative in

Thus we see the gains of this
initiative are huge if implemented
successfully. These are as follows:
• It
will
reduce
the
unemployment level by
creating job opportunities
within the country, as it is
necessary to add around 1
million jobs per month for the
expanding workforce.
• It will reduce dependency on
imports, thereby extenuating
the pressure on India’s trade
deficit.
• In the long term it will help
increase and diversify the
exports
from
the
manufacturing sector.
• It will assist in boosting the
technology sector of the
country.
• The domestic manufacturing
will help minimize some of the
trade frictions India has with
other countries.
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The role of domestic
manufacturing with foreign
investment in reducing trade
frictions with other countries is
at present not taken into
consideration or underestimated.
As a consequence, the focus on
world-class domestic manufacturing may also be the best way
to cope with globalization and to
maximize the possible benefits
from it. Taking a cue from its
neighbour China, India needs to
leverage the size of the domestic
market and the availability of
skilled and disciplined manpower
for industrial and technological
development of the country and
progress towards making it a
“Manufacturing Hub”.

Trade Facilitation
According to the United
Nations Centre for Trade Facilitation and Electronic Business (UN/
CEFACT), “trade facilitation” is
defined as the simplification,
standardization and harmonization of procedures and associated
information flows required to
move goods from seller to buyer
and to make payment.
The focus of trade facilitation
is to remove the complexity and
cost of the trade transaction, and
also to ensure that all these
activities take place in an efficient,
transparent and predictable
manner. Trade facilitation
comprises the whole trade chain
from exporter to importer,
including transportation and
payment, with emphasis on the
border-crossing and the agencies
involved there.
Briefly, trade facilitation
refers to ease in the border
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clearance processes for goods.
Lengthy procedures can be a
formidable non-tariff barrier.
OECD studies have indicated
that the cost of poor border
procedure could range from 2-15
per cent of the total transaction
cost. Since Customs procedures
constitute a major component of
border clearance procedure, the
main focus of the trade facilitation
negotiation is to simplify and
reduce Customs – related
procedures.

need not then invest time and
resources
in
collecting
information on how to clear the
goods at the border.
Figure 3 tells us India’s
ratings in trade facilitation
according to Trade Facilitation
Indicators by OECD.
In the graph we can observe
that India performs better than
the averages of Asian and lowermiddle income countries in the
areas of information availability
advance rulings, appeal procedures, simplification and
harmonization of documents,
automaton, and internal border
agency co-operation, according to

Transparent systems of
information dissemination also
add to trade facilitation as
traders, particularly smaller ones,

FIGURE 3
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OECD trade facilitation indicators.
India’s performance for fees
and charges and streamlining of
procedures is below the averages
of Asian and lower middleincome countries.

Make in India and Trade
Facilitation: Measures
and Outcomes of their
Convergence
“Make in India" and "Trade
Facilitation”, two individually
remarkable steps taken by the
government of India and the
WTO respectively converge on a
few key factors that would
simultaneously boost their
success. The key factors are:
Improving their standings on
major trade indicators such as
Logistics Performance Index (LPI)
and Ease of doing business Index: The
LPI measures the efficiency of the
trade supply chain or logistics
performance. It comprises of both
qualitative and quantitative
measures such as performance on
timeliness,
infrastructure,
customs, etc. India’s world export
rank (16) and LPI rank (54) are at
variance to each other. If the
economic performance of the two
neighbouring
countries
–
Indonesia and Vietnam is looked
at sustainable logistics forms a
key component of the growth
engine. At the same time trade
facilitation demands certainty
about when and how delivery
will take place. Thus, it is
imperative for a country like
India to consistently develop
their trade logistics to become
a
favoured
investment
destination for the investors,
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which would subsequently boost
its exports.
India ranks a miserable 142
out of 189 countries on the ease
of doing business index. This is
the most important reason for its
ailing manufacturing sector and
lesser investment over the past
few decades. One of the key
reasons for such a poor
performance on the index is the
lack of easy access to credit. It is
estimated that a credit gap of
about 56 per cent exists in India’s
MSME finance sector. Another
important reason is the
cumbersome land acquisition
process. It has been the most
significant cause in project delays.
The government has taken major
steps by constituting highpowered committees still the
problem persists. Along with
tackling the above problems, it is
necessary to make the legal and
regulatory
environment
conducive for investments by
setting up fast track courts and
increasing judicial strength.
Reduction in Red-tapism,
quicker labour reforms and
removal of a complex tax regime:
MSME’s and SME’s have found it
extremely difficult to expand and
so has the foreign investors found
it difficult to set in foot because
of the prevalent red-tapism
which stalls decision making and
growth.
Even though India has a large
pool of workers, the employment
growth has been only 0.5 per cent
in the last decade mainly because
of two reasons. One the employer
is wary of downsizing if required
because of taxing labour laws and
difficulty in managing unions.

Secondly, the lack of skilled labour
force results in huge expenditure
on the part of employers to train
the work-force. Therefore,
transparency
in
labour
inspections is necessary and
providing Labour Identification
number has been a much needed
step in the right direction.

the process of exports and
successive improvement in
rankings on the ease of doing
business index.

The complexity of indirect
taxes has always troubled
manufacturers and led to lack of
competitiveness of exports. With
the implementation of Goods and
Services Taxes (GST) the tax
structure will be simplified as the
GST will incorporate central excise
duty, service tax, additional
customs duties, value added tax,
electricity duty, etc. It will boost
tax revenues as simpler tax
structure would result in greater
compliance and make exports
competitive because the cost of
production will fall subsequently
playing a major role in trade
facilitation.

2. Investment to set up
manufacturing facilities for
exporting.

Building an export favourable
system thus gaining global
competitiveness: For Make in
India to be successful India should
focus on the concept of export
driven economy, work on
building an infrastructure
oriented towards export and
attract export oriented foreign
direct investment (EFDI). One of
the major issues plaguing the
manufacturing sector and
subsequently affecting exports is
transport delays. Also compared
to other international ports,
Indian
ports
have
high
turnaround time. Improvements
in these factors along with better
connectivity of ports with roads
and rail will result in reduction
of exporting time thus improving
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FDIs can be classified in two
categories:
1. Investments to
domestic market.

tap

the

India is severely lacking in
the second category. The simplest
measure is to increase the FDI cap
in those sectors that manufacture
for exports followed by
simplifying
regulatory
procedures. If the focus of the
new cabinet economic policy is to
be looked at, energy and
infrastructure are at the top of the
list. Thus, it is a positive sign as
once infrastructure improves the
rate of flow of investment will
exponentially rise along with
reducing transaction costs.
Moving towards international standards: Another
important inhibiting factor when it
comes to make in India is lesser
R&D expenditure when compared
to other developing and developed
countries. Better R&D spending
will result in improvement in
domestic standards.
India being a signatory to
the agreement on Technical
Barriers to Trade (TBT) of the
World Trade Organization makes
it necessary for the country to
correspond with the international
standards. Indian standards have
to develop to be globally
accepted. Another way is to
propose new areas of standards
where international standards are
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non-existent. Improving product
quality and innovation will help
India develop new international
standards.
When
it
comes
to
international standards with
respect to exports and imports,
it has already led to
simplification of procedures with
changes made in automation of
customs. The introduction of
Electronic Data Interchange had
already bided well for the
customs operations and now the
ongoing customs gateway has
eased connectivity between the

trading partners and EDI
centres. In addition, modern risk
assessment methods complying
with international standards
have
been
simplifying
procedures for export and
import activities.

It could be stated that if the
food security concern is kept at
bay then the timing of “Make in
India” campaign has been
perfectly in harmony with the
acceptance of Trade Facilitation
Agreement by all the members
of WTO.

Conclusion

Even
though
certain
inhibiting factors still persists,
Trade Facilitation and Make in
India would together help in
boosting foreign investment and
at the same time would simplify
the investment procedures for
the foreign companies.

Understanding the significance of both “Make in India”
and
“Trade
Facilitation”
individually, it was important to
estimate the effects of their
convergence on India’s growth
prospects together.
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NEWS
UNECE’s Trade Facilitation
Implementation Guide (TFIG)
Proves Popular
S INCE

its launch in September 2012, use of
UNECE’s Trade Facilitation Implementation
Guide (TFIG) has grown exponentially. In 2014
alone, the Guide received over 670,000 page
views from over 170 countries around the world.
The Website has received over 150,000 unique
visitors to date.
TFIG is a comprehensive online tool designed
to assist trade facilitation policy makers and
implementers. It can help users to identify, examine
and select available instruments (recommendations, standards and tools) from all key
international organizations and sets out
implementation approaches and methodologies.
The Guide also has a special section on
implementing the measures contained in the
recently concluded WTO Trade Facilitation
Agreement. The Guide is available in English,
French, Russian and Spanish and will also be
accessible in Arabic early 2015.
The creation and promotion of the Guide has
been possible with the support of the Swedish
International Development Agency (SIDA) and
the collaboration of experts from different
international organizations. It was developed in
collaboration with other international
organizations including the World Customs
Organization (WCO), the United Nations
Conference on Trade and Development
(UNCTAD), the International Trade Centre
(ITC), and the UN Regional Commissions.
(http://www.unece.org 15 January 2015)
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New Foreign Trade Policy will
Focus on Trade Facilitation,
Simplifying Procedures and
Diversification of Markets &
Products
THE new Foreign Trade Policy (FTP) that

is on
the anvil will unveil trade facilitation measures,
simplify procedures, reduce the interface between
bureaucrats and industry for ease of doing business
and make the system transparent.
It would encourage exploration of new markets
and product diversification for export. The Indian
government recognizes the importance of trade for
growth of economy and the new FTP would be
dovetailed with the long-term vision of the
government.
This was stated by Pravir Kumar, Director
General of Foreign Trade, Department of
Commerce, Government of India, at a round table
on "India’s Foreign Trade Policy" organized by
FICCI, CUTS International and IPE Global Ltd. The
round table was held with the objective of
providing essential recommendations to DGFT
who may consider including them in the new FTP,
which is to be announced next year.
The underlying philosophy of India’s Foreign
Trade Policy (FTP) is to provide an effective and
transparent framework that gives impetus to
export and import, said Shri Kumar. He also assured
trade and industry that the new FTP was being
formulated only after extensive stakeholder
consultations and to the extent possible the draft
policy would include recommendations of the
industry.
On export of taxes with a product, DGFT said
that the policy is looking at compensating exporters
and creating a level playing field so that they do
not have to bear the extra burden of taxes.
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Shri Kumar urged the industry to focus on
“how” instead of “what” and “why” when it came
to increasing trade in the country. He said that the
targets are well-known, now it was time to create
an effective way forward.
Sunil Mitra, Director-KPP, DFID-IPE
Global, said that the new FTP should be better
integrated and the new developmental dimensions
should be taken into account. As a cross sector
"Powerhouse of Ideas", IPE brings together cutting
edge knowledge and management to enable policy
reforms for a more inclusive, equitable and
sustainable world.
Towards this end, high quality analysis and
research was carried out by IPE to assist in
formulation of a progressive FTP, he said and
added that to make the new FTP effective and
enhance the scope of meeting priorities India
seeks to achieve, IPE has recommended few
steps.
In his theme presentation, Bipul Chatterjee,
Deputy Executive Director, CUTS International, said that for trade policy to be an effective
institution there must be convergence between
trade policy objectives and broader economic
welfare objectives. FTP should mainstream trade
into national development for large scale job
creation, promote two-way trade and investment.
The need is to develop an inclusive trade policy
for better economic governance.
(http://www.merinews.com 30 November 2014)

Trade Facilitation Agreement to
Ease Cross-Border Business for
SMEs: International Trade Center
THE trade facilitation agreement will make it

easier for small and medium-sized enterprises to
do business across borders, a subsidiary
organization of the WTO has said while calling for
its speedy implementation.
“The TFA will make it easier for small and
medium-sized enterprises to do business across
borders. Since SMEs account for the bulk of
employment worldwide, lowering the cost of
joining value chains should mean more and better
jobs,” International Trade Center (ITC) executive
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director Arancha Gonzalez said on WTO’s Trade
Facilitation Agreement.
“It is therefore imperative that we swiftly move
to implementation,” Ms. Gonzalez said in a
statement after the WTO decision in this regard in
Geneva.
Ending months-long deadlock, the WTO in
November 2014 approved a trade facilitation pact
while agreeing to India’s demand for continuing
the peace clause till a permanent solution is found
to the food stockpiling issue, crucial for continuing
the food security scheme.
ITC is a joint agency of the World Trade
Organization and the United Nations. ITC assists
small and medium-sized enterprises in developing
and transition economies to become more
competitive in global markets, thereby contributing
to sustainable economic development within the
frameworks of the Aid-for-Trade agenda and the
Millennium Development Goals.
Ms. Gonzalez said border inefficiencies are
detrimental to countries’ ability to participate in
international trade.
The growing importance of multi-country value
chains has made logistical efficiency critical to
countries’ ability to use international trade to drive
economic growth and development, she noted.
“The TFA addresses these challenges directly,
by seeking to reduce the time and costs of crossborder operations, and making customs
procedures transparent and predictable,” Ms.
Gonzalez said.
She said ITC is already providing support to
more than 40 developing countries to help them
take full advantage of the agreement’s groundbreaking provisions for implementation-related
technical and financial assistance.
Specifically, ITC is helping countries categorize
their future TFA obligations, and develop project
proposals for the so-called ‘Category C’ provisions
that they would be unable to implement without
assistance from donors and development partners.
“ITC is also working on helping developing
countries implement the provisions of the
agreement. Finally, ITC is also helping raise
awareness of the TFA and its potential among
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public and private sector. WTO members can count
on the full support of ITC to make this promise a
reality,” Ms. Gonzalez said.
(The Economic Times, 28 November 2014,
http://articles.economictimes.indiatimes.com)

Commerce Minister Nirmala
Sitharaman says, India’s Stand on
Food Security at WTO Vindicated
COMMERCE MINISTER Nirmala Sitharaman said

India’s stand on food security at the World Trade
Organization (WTO) has been vindicated as
foodgrains can continue to be procured for sale at
discounted prices to the needy till a final solution
is found.
“I am happy to report to this House that we
have been able to secure an outcome that addresses
our concerns,” Smt. Sitharam told the Lok Sabha,
giving a statement on India’s stand at the WTO.
“Yesterday, the General Council of the WTO
adopted a decision on public stockholding for food
security purposes, a decision on the trade
facilitation agreement and a decision on post-Bali
work,” she added.
This means, member countries of the
multilateral organization cannot challenge India
when it buys foodgrain for selling it at fair prices
through its public distribution system. This
mechanism will remain till such time a permanent
solution is found.
“This would do away with any ambiguity on
this aspect and guard against the possibility of no
cover being available to India after 2017, in case a
permanent solution on public stockholding for food
security purposes is not arrived at by then,”
Sitharaman said.
The rich nations feel fixing of minimum
support prices for foodgrain, as done by India,
and their procurement by state agencies for sale
at lower prices to the needy, distorts the global
trading system.
“When I stood before this House Aug 5, I
expressed confidence that India would be able to
persuade the WTO members to appreciate the
sensitivities of India and other developing
countries and see their way to taking the issue
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forward,” Smt. Sitharaman said. “We have
accomplished this without any concessions,
compromise or new conditions,” said the Minister,
amid some objections by opposition members that
she was trying to give it a political tone and get
mileage out of it.
The decision at the WTO also calls for members
to work hard for a permanent solution by 31
December next year, introducing a sense of urgency
in the process, and to encourage other developing
countries to join the effort to push for a solution at
the earliest.
Another major victory for India that the
Commerce Minister highlighted was the decision
to delink the negotiations for permanent solution
on public stockholding from the other deliberations on agriculture and related subjects as part of
the larger agenda.
“This will avert the danger that countries like
India would have to make concessions in some
other area of agriculture negotiations, in order
to achieve a permanent solution,” said the
Minister.
The breakthrough was achieved after two
principal opposing countries on either side of the
debate — India and the US — reached an
understanding earlier this month. This, in turn,
paved the way for an accord on easing the norms
governing global commerce.
“The General Council also adopted a protocol
to make the trade facilitation agreement a part of
the WTO agreement and opened the protocol for
acceptance. After this, it would automatically come
into force if ratified by two-thirds of members,”
the Minister said.
At the previous Ministerial Conference, which
is the highest decision-making body of the WTO,
it was decided that the trade facilitation protocol
be kept open for acceptance by members till 31 July
next year.
This, the members agreed, will now be kept
open-ended so that the internal processes for
acceptance can be finished by the member countries.
After that, trade facilitation will become part of the
WTO pact.
(http://www.india.com 28 November 2014)
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US Welcomes WTO’s Agreement
on Trade Facilitation Agreement
T HE US has welcomed the WTO decision on

enab-ling full implementation of the Trade
Facilitation Agreement (TFA), the first
multilateral trade agreement in the organization’s
20-year history.

“The WTO has taken a critical step forward
by breaking the impasse that has prevailed since
July,” US Trade Representatives Mike Froman
said.
The WTO move on TFA comes after US-India
agreement on it in November 2014.
“I am pleased that the United States was able
to work with India and other WTO members to
find an approach that preserved the letter and
spirit of the package of decisions reached at last
year’s Bali Ministerial Conference,” Mr. Froman
said.
“The Trade Facilitation Agreement has the
potential to fundamentally reform global customs
practices and substantially reduce the costs and
time associated with goods crossing borders,”
he said.
“It’s a perfect example of how breaking down
barriers to trade can unlock new opportunities
for developed and developing countries alike,
and it’s a particularly important win for small
and Medium businesses in all countries,” Mr.
Froman said.
“With this win under the WTO’s belt, we can
once again focus our efforts on revitalizing the
organization’s core negotiating functions,” he said.
The TFA could not take off earlier because
of India’s insistence on issues related to food
security.

legal challenges to certain public stockholding
programs will continue until a permanent solution
on such programs is agreed and adopted; and a
decision to extend until July 2015 the deadline
for developing a work program covering all
remaining issues in the Doha Round of
negotiations.
(The Economic Times, 27 November 2014,
http://articles.economictimes.indiatimes.com)

Trade Facilitation Agreement to
Help Lower Transaction Cost,
Provide More Market Access
THE Trade Facilitation Agreement will help lower

transaction cost significantly and provide higher
market access, the industry said after decks were
cleared for passage of the pact at WTO after the
US agreed to support India’s proposal on public
stockpiling of food.
Exporters’ body FIEO President M. Rafeeque
Ahmed said the TFA will definitely help in realizing
higher market access and reduce the transaction
cost by 3 per cent, leading to savings of close to
US$20-25 billion.
“Implementation of the TFA will help
exporters, especially engineering exporters who
have large consignments which face hurdles at
several international ports and customs. The TFA
will bring in uniform standards at customs and port
clearance and help us achieve fast turnaround
time,” engineering exporters’ body EEPC Chairman
Anupam Shah said.
India achieved a major victory with the US
agreeing to its proposal on food security issues at
WTO, a development that will pave the way for a
breakthrough to end the three-month long
stalemate.

The US recently worked with India to break
this impasse, and the General Council adopted
decisions today which endorse the approach
agreed upon by both countries.

As per the agreement, the US will support
India’s proposal at WTO that “peace clause”, crucial
for uninterrupted implementation of India’s food
security programme, should continue indefinitely
till a permanent solution is found.

These decisions include: adoption of a
protocol enabling full implementation of the
TFA; a decision on public stockholding for food
security, clarifying that a “peace clause” against

“The agreement between the two countries is
an important step towards restoring the lost
momentum. It would enable restoration of
confidence in the WTO negotiations going
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forward,” PHD Chamber President Sharad Jaipuria
said.
“With uniform standards at customs and port
clearance, India will gain immensely on Ease of
Doing Business Index. But the government needs
to invest in modernizing trade facilities while the
red tape has to go. India has over US$800 billion
of merchandise trade and the TFA would help it a
great deal,” ASSOCHAM President Rana Kapoor
said.
“Reconciliation of the difference between India
and the US would also lead to resolving the impasse
in WTO talks and open the way for implementation
of the Trade Facilitation Agreement,” FICCI
Director General Arbind Prasad said.
“These important developments are very
critical for restoring the confidence in WTO and
strengthening the multilateral trading system,” he
added.
(The Economic Times, 13 November 2014,
http://articles.economictimes.indiatimes.com)

India May Sign WTO’s Trade
Facilitation Agreement:
Study Paper
I NDIA may finally sign the WTO’s

Trade
Facilitation Agreement following discussions with
the US on the details of an indefinite “peace clause”
on food security, according to a research paper
discussing the effectiveness of the upcoming G20
summit.
The study paper by Melbourne-based thinktank Australia India Institute (AII) titled "The G20:
Challenges and Opportunities Ahead", said
following Prime Minister Narendra Modi’s visit
to the US and his talks with US President Barack
Obama, India may finally sign the agreement.
“As a part of a revised proposal, India and
the US are reported to be discussing the details
of an indefinite peace clause on food security
until a permanent solution is found,” it said
ahead of the G20 summit in Brisbane starting
November 16.
Prime Minister Modi is also attending the
summit. “A peace clause would give legal security
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to member countries and protect them from
challenges under other WTO agreements,” the
paper said.
It cited that the G20, with its Doha Lite
package, ensured the success of the World Trade
Organization (WTO) Bali Ministerial Meeting.
“Though the legal texts and technical
parameters including rules are still to be finalized,
the meeting succeeded in addressing the core
concerns of emerging and developing countries on
maintaining public stockpiles of foodgrains for sale
to poorer citizens at subsidized prices beyond
permissible subsidy limits, in anticipation of a
permanent solution,” it said.
“Some obstacles remain. India is trying to stall
implementation of the WTO’s Trade Facilitation
Agreement (TFA), agreed to in Bali and has tied
ratification of the agreement to a permanent
solution to the contentious issue of public
stockpiling of foodgrains,” it added.
The paper also highlighted that the G20 in
Brisbane this month would be dominated by the
issues of financial sector regulation, trade
facilitation measures, protectionism, infrastructure
investment and tax policy coordination.
“The G20, as a genuine summit of national
leaders, can credibly implement meaningful
measures. What is, however, desirable is a more
focussed approach to increased economic growth
across member nations, especially after the US
financial crisis,” it said.
It also sought for strengthening the G20 and
that it should be upgraded from a forum to an
institution, in a bid to make implementating
difficult measures such as structural reform easier
and more effective.
(The Economic Times, 10 November 2014,
http://articles.economictimes.indiatimes.com)

ACMA Ties Up with its Pakistani
Counterpart for Trade Facilitation
AUTO Component Manufacturers Association of

India (ACMA) has joined hands with its Pakistani
counterpart which aims at exploring viability of
working together on skill development in Pakistan
as well as building supply chains through Wagah
by road.
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ACMA and Pakistan Association of
Automotive Parts & Accessories Manufacturers
(PAAPAM) signed an MoU in this regard last
Friday during the visit of a delegation from ACMA,
under its president and managing director of Rane
TRW Steering Systems Ltd. Harish Lakshman, to
Pakistan.
The visit was part of the Indian Council
for Research on International Economic
Relations (ICRIER) initiative on the normalization
of trade between the two countries, a release
said.
Usman Aslam Malik, Chairman PAAPAM, and
chairman of Kortech Auto Industries led the
PAAPAM side.
“This is a significant development where both
ACMA and PAAPAM, the leading auto
component bodies have come together for trade
facilitation and growth of automotive industry
in their respective countries,” Shri Lakshman
said.
There is an urgent need to develop medium
and long-term investments plans that should be
on reciprocal basis to build greater ties, between
the two sides, he added.
With India having a larger reach in the world
of auto market, ACMA believes Pakistan’s
participation will strengthen India’s position in the
region as well, Shri Lakshman said.
The meeting at Lahore brought together
participants from the two associations with an
objective to exchange views on the potential of
auto component trade between India and Pakistan;
understand the challenges of the automotive parts
manufacturers on either side; and develop a
common understanding for the way forward,
including the scope for joint initiatives, the release
said.
As part of the understanding, the two
associations plan to meet at least twice a year to
facilitate business dialogue and people-to-people
contact, ACMA said in the release.
(The Economic Times, 27 August 2014,
http://articles.economictimes.indiatimes.com)
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APEC Moving Forward on
Trade Facilitation as Global
Pact Stalls
APEC economies are pressing ahead with efforts

to accelerate trade and economic growth through
the elimination of costly delays to the flow of
goods as they cross international borders,
undeterred by the unexpected challenge to
implementation of the Agreement on Trade
Facilitation now facing members of the World
Trade Organization.
Senior customs and trade officials from the
APEC region are currently meeting in Beijing for
the first time since WTO members failed to enact a
protocol on 31 July required to proceed with
adoption of the agreement that would ease trade
bottlenecks through greater simplification of
customs rules and processes.
“Although the implementation of the Trade
Facilitation Agreement is experiencing some
difficulties, the facilitation of trade and reduction
of trade costs remain high on our collective
agenda,” said Sun Yibiao, Vice Minister of China’s
General Customs Administration, in remarks
before officials who were gathered in Beijing to
chart the next step, culminating with a meeting of
APEC Senior Officials from the region’s 21-member
economies.
“The setback to the agreement is disappointing
but APEC’s work on trade facilitation goes on,”
echoed John Larkin, Chair of the APEC Committee
on Trade and Investment, the central working-level
body within APEC for advancing these issues.
“Many elements of the agreement like single
windows, authorized economic operators and the
move from paper-based to electronic processes are
objectives that APEC economies have long
championed. We’re working to ensure that we take
full advantage of them.”
The region’s Leaders instructed APEC
economies, which account for half of all trade, to
work towards an agreement on trade facilitation
with other WTO members gathered in Bali last
December. Following the signing of the Bali
Package, which contains the agreement, emphasis
turned to ensuring its implementation per a
directive from APEC Trade Ministers in May.
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“APEC’s diverse economies are operating
under a strategic framework of mutual recognition
of control, mutual assistance in enforcement and
mutual sharing of information to improve the
connectivity and efficiency of supply chains,”
explained Mr. Larkin. “It is through this framework
that we are building technical capacity across the
region to reduce barriers to trade at and behind
borders, for example, by improving IT systems,
risk management and operational efficiency.”
Trade transaction costs in the APEC region
dropped by 10 per cent between 2002 and 2010
on the back of measures adopted by member
economies under two APEC Trade Facilitation
Action Plans, according to the APEC Policy
Support Unit. Businesses saved nearly US$60
billion as a result of reductions during the 20072010 period alone. Global trade could moreover
increase up to US$1 trillion annually with
adoption of the Trade Facilitation Agreement,
the WTO reports.
“The work done by APEC economies to
support the implementation of the agreement will
remain valid and relevant,” concluded Toshihiko
Osawa, Technical Officer at the Compliance and
Facilitation Directorate of the World Customs
Organization which represents 179 customs
administrations and 98 per cent of total trade.
(http://www.apec.org, 18 August 2014)

Tense Moments at WTO: India
Gives New Proposal to Break the
Trade Facilitation Agreement
Deadlock
H ECTIC parleys went on in Geneva as India

presented a proposal to try and break the deadlock
over the trade facilitation agreement (TFA) at the
WTO hours before a deadline to sign the protocol
ended.
Government officials played down the
consequences of a failure to reach a deal as pressure
mounted on New Delhi to relent. “We have made
a new proposal to WTO,” Commerce Secretary
Rajeev Kher said, adding that this was within the
“broader contours of what we had proposed
earlier”.
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He went on to say, “The Bali deal won’t
collapse if we do not sign the trade facilitation
by tonight,” seeking to counter the high-decibel
campaign by developed countries that collapse
of the Bali agreement would be a death blow to
the WTO.
India has been insisting that it would not agree
to the TFA unless the entire Bali package, which
includes allowing developing countries to buy food
from farmers for food security needs, is
simultaneously firmed up.
India had suggested the complete package
could be sewn up by 31 December, in time for the
31 July 2015, deadline for the rollout of trade
facilitation.
The TFA seeks to speed up global trade by
reforming customs procedures and cutting red
tape. The protocol has to be signed by 31 July and
the agreement will come into force a year later.
India is not opposed to TFA.
Sources in Geneva told ET that an informal
meeting of heads of delegations was on to
deliberate the issue.
External Affairs Minister Sushma Swaraj also
indicated that some efforts were on to break the
stalemate.
“Consultations are underway in Geneva. Let
us wait for the final outcome,” she said at a joint
press conference with the visiting US Secretary of
State John Kerry.
Mr. Kerry said it was possible to accommodate
India’s concerns within the Bali framework.
“We do not dismiss the concerns India has
about large numbers of poor people who require
some sort of food assurance at subsistence level.
But we believe there is a way to provide for that
that keeps faith with the WTO Bali agreement,”
he said. “So we are obviously encouraging our
friends in India to try to find a path here where
there is compromise that meets both needs.”
India’s proposal was a counter to the one sent
by WTO director general Roberto Azevedo that
was more along the lines of a detailed timeline for
a permanent solution to the food security issue.
“That is not acceptable to us. We want
something concrete, hence have sent a counter
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proposal, which has substance,” said a commerce
department official, without disclosing details.

Customs and Trade Facilitation
T HE Commission’s work focuses on customs

“Our proposal is a solution, if they accept it.
We are talking of substance, they are talking of
process. There is some gap. They believe that 31
July is a deal breaker, we do not believe that. We
have made a very compelling proposal,” said the
official.

reform and modernization, the implementation
of transparent, simplified, harmonized customs
policies and procedures and to promote
competitive and efficient transport markets
worldwide.

“Our stand remains the same,” Commerce and
Industry Minister Nirmala Sitharaman told after
meeting US Secretary of Commerce Penny Pritzker
who accompanied John Kerry for the annual
strategic dialogue with India, hoping that a deal
would be reached.

• To encourage the reduction of barriers to crossborder trade which involve customs policies and
procedures.

New Delhi has been seeking a permanent
solution to the issue of public stockpiling for food
security because under the current rules, subsidies
are capped at 10 per cent of value of total production
based on 1986-88 prices. India is close to breaching
this on account of high inflation over the past few
years. India wants inflation to be taken into account
when calculating subsidy limits.
The country buys rice and wheat from
farmers at minimum support price (MSP) to
provide a reasonable income to producers. The
stockpile is used to provide heavily subsidized
food to the poor.
This is a politically sensitive issue and the new
government would not want a controversy early
in its tenure.
“How can we cap MSP (minimum support
price)? What will I tell our poor farmers?” said a
senior government official who’s part of the
deliberations told ET.
Developed countries have sought to put
pressure on India saying that other countries could
go ahead with the agreement even if New Delhi
did not change its stance.
They have also warned that India will lose the
"peace clause" available to it under the Bali
agreement that says no member can take action
against another on the food subsidy issue till a final
agreement is reached on the issue, the deadline
for which is the 11th ministerial in 2017.
(The Economic Times, 1 August 2014,
http://articles.economictimes.indiatimes.com)
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The Commission’s current policy working areas
include

• Provide input into the work of the World Trade
Organization (WTO) and the World Customs
Organization (WCO) on customs valuation,
classification, and trade facilitation.
• Support the implementation of the WTO
Agreement on Trade Facilitation (TFA) by
encouraging increased cooperation between
customs and business at the country level, and
promoting the use of practical ICC tools such as
the “ICC Customs Guidelines”, the “ICC
Guidelines for Cross-border Traders” and the
ATA Carnet System.
• Revise the ICC policy statement on Transfer
Pricing and Customs Value (2012) and pursue
inclusion of the statement into the WCO
Revenue Package to assist WCO members.
• Prepare business recommendations on
Authorized Economic Operators (AEO)
programmes, non-preferential rules of origin,
free trade zones (in cooperation with
BASCAP), and the nexus between transport
and the environment (in cooperation with
the ICC Commission on Environment and
Energy)
• Contribute practical guidance on the relation
between the Incoterms 2010 rules and the
transport of goods (in cooperation with the
ICC Commission on Commercial Law and
Practice).
• Start work to promote greater multimodal
supply chain connectivity and transport- and
trade-related infrastructure.
(www.iccwbo.org)
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Time for An Indian Trade Facilitation
Committee by Nisha Taneja & Shravani
Prakash IICRIER).

WITH the WTO’s Trade Facilitation Agreement
(TFA) finally in the rule books, it is now vital
for India to get cracking on its execution. For
this, the first step would be to expedite the
formation of an empowered National Trade
Facilitation Committee (NTFC), with a clear and
demonstrable mandate.
A National Trade Facilitation Committee is
a “permanent non-profit organization,
established with the objective of simplifying and
automating procedures and information
exchange in administration, commerce and
transport”. The government has often mooted
the idea of forming an NTFC and the process
has reportedly been initiated. It is time to put it
on high-priority given there is a binding
requirement for all WTO members to create a
Trade Facilitation Committee “to facilitate both
domestic coordination and implementation of
provisions of the TFA”.
An NTFC is important as it acts as the vital
communication channel between government and
the private sector as well as helps avoid turf wars
among the numerous government agencies
involved in cross-border trade. Also, the “presence
of an NTFC, along with the evidence of political
will, is regarded as a crucial determining factor
when donors prioritize technical assistance
efforts”.
The tasks entrusted to NTFCs typically
include, among others, drawing up and
implementing a national trade facilitation plan;
assessing barriers to trade facilitation and
making policy recommendations for their
reform; providing a national focal point for the
collection and dissemination of information;
reviewing and evaluating progress of
negotiations and making timely recommendations for adjustments.
Even though the WTO requirement is recent,
several NTFCs have already been established in
FOCUS WTO, January-March 2015 (Vol. 17 No. 1)

the last 30 years under technical assistance projects
executed by various international institutions like
the United Nations Conference on Trade and
Development (UNCTAD) and the Economic
Commission for Europe (ECE). Developed
countries, such as UK and Sweden, have
successfully operated TF committees. Many
developing countries are also increasingly using
this method for streamlining their trade and
transport operations. In South Asia itself, Nepal
had established an NTFC in 1997 and Pakistan in
2001. China also established one in 2004.
A review of these operational NTFCs by
UNCTAD showed that such committees have not
only been instrumental in maintaining
coordination and communication but also help
in implementation of concrete projects and
ensuring a good WTO negotiating position. While
forming India’s trade facilitation body, the
existing examples could be studied in detail to
assess the factors that would determine the
success of such a committee.
For one, India can draw lessons for conceiving
the committee’s structure and membership.
Existing NTFCs generally have representatives
from all concerned government agencies (mostly
ministries of trade/commerce, transport, and
finance, including customs); trade and transport
service providers (such as carriers, freight
forwarders, multi-modal transport operators,
customs brokers, commercial banks, and
insurance companies) and traders (exporters and
importers).
A number of countries have set up joint trade
and transport facilitation bodies, which could be
the suggested structure for India’s national trade
facilitation committee. The body could take the
form of a public-private partnership and comprise
representatives of all organizations involved in
international trade and transport.
This committee could have both regulatory
and advisory functions, and be empowered to
implement facilitation measures. For this,
commitment and representation from the highest
level of government would be essential. The
Chairmanship of such a joint body is usually
vested with senior officials from the ministries
of trade/commerce, transport or customs; or is
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rotated between them. In India’s case, a feasible
option could be a Joint Chairmanship between
the Ministry of Commerce (responsible for
implementation of the TFA) and the Customs
Department (responsible for final clearance of
traded goods at the border). The offices of the
NTFC can be set up within the ministries that
chair the bodies, while an independent
Secretariat can be established in a separate
office.
While such a structure would mean that the
government will exercise a dominant role in the
facilitation of international trade and transport, a
significant representation from the private sector
is very vital. The committee should not only have
representatives from trade and transport related
government agencies, but also from trade and
transport service organizations of the private
sector.
Another important consideration while setting
up the NTFC would be to ensure the inclusion of
some members who are directly involved with
facilitation of cross-border movement of goods via
the land ports that are used for trading with India’s
neighbours in South Asia. This is essential because
these land ports at India’s borders with countries
like Pakistan, Nepal, Bangladesh and Bhutan
continue to be less efficient than the sea and air
ports, and often get left out of the trade facilitation
agenda.
Apart from devising an inclusive structure,
other factors shown to drive the success of NTFCs
should also be incorporated. For example, the
committee’s work Programme must be linked to
government and business priorities, there should
be an effective review mechanism, adequate
funding should be ensured, the terms of reference
must be flexible and there should be a fair degree
of institutionalization.
Once the national trade facilitation committee
has been established along these lines, it will be in
a position to effectively implement the obligations
of the Trade Facilitation Agreement. This would
enable India to secure a fair share of the $1 trillion
that the deal is estimated to generate annually for
the world economy.
(http://ww.financialexpress.com 19 January 2015)
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UK Supports Vietnam in Implementing
WTO’s Trade Facilitation Agreement by
British Embassy Hanoi.

THE General Department of Vietnam Customs
organized a workshop to introduce an overview
of, benefits and challenges, as well as requirements
to implement the Trade Facilitation Agreement
(TFA) of the World Trade Organization (WTO).
The workshop was also an opportunity to
introduce Vietnam’s commitments under this
agreement, and to analyze the benefits which
Vietnamese business community will enjoy from
the implementation of the Agreement.
The workshop organized in Hanoi from 15–16
December 2014 was part of the project funded by
the UK’s Prosperity Fund for the General
Department of Vietnam Customs (GDVC). British
Ambassador to Vietnam Giles Lever and GDVC
Deputy General Director Vu Ngoc Anh opened the
workshop. Two experts from the United Nations
Conference on Trade and Development Jan
Hoffmann and Peter Faust and more than 100
representatives from ministries, universities,
businesses, central and local customs officials, and
some domestic and international organizations
attended the workshop.
In his opening remarks, British Ambassador
Giles Lever emphasized that as one of the world’s
leading trading nations, the UK has a businessfriendly customs environment, and deep experience
in trade facilitation and modernization.
The British Ambassador continued: I am happy
to support the GDVC’s efforts to prepare for
implementation of the WTO Trade Facilitation
Agreement in VN. This project is the result of a
bid to the UK Foreign Office’s Prosperity Fund and
was successful in the face of strong competition.
We believe that it will create the conditions for
effective and efficient implementation of the
commitments in the TFA in the near future.
We expect discussion in the TFA workshops in
Hanoi today and in Ho Chi Minh City on 18–19
December will ultimately contribute to concrete
recommendations to the Government that will
(1) encourage closer global and regional economic
integration on non-discriminatory basis, in line with
international economic rules; and (2) break down
FOCUS WTO, January-March 2015 (Vol. 17 No. 1)
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the barriers to cross border trade and investment
and help improve the regulatory business
environment.
(http://www.govt.uk/government/world
17 December 2014)

WTO Trade Facilitation Pact, Food
Security Signed by Nayanima Basu

AFTER

almost 11 months of parleys, the World
Trade Organization (WTO) on Thursday signed the
trade facilitation agreement (TFA) and agreed to
India’s demand for a perpetual "peace clause" till a
final solution to the issue of food stockholding is
found. The decisions were taken at a "special"
meeting of the WTO General Council (GC), the
highest decision-making body after ministerial
conferences.
Following tense negotiations and last-minute
hiccups due to oppositions from Argentina and
Pakistan, the GC adopted three main decisions —
signing of the TFA protocol, extension of the peace
clause for an indefinite period and setting a deadline for the remaining Bali package commitments
for poorer countries. “With Thursday’s decision,
our chances of getting a permanent solution to the
food stockholding issue gets a massive boost. Now
we do not have to beg for it. We are now in a
position to negotiate an optimum solution,” an
official involved in the talks told Business Standard.
The breakthrough came after India and the US
earlier this month reached an understating where
the Americans assured support to India’s demand
for a permanent ‘peace clause’ and, in turn, India
agreed to sign the TFA, which it had vetoed in
July.
The TFA, expected to infuse $1 trillion into the
global economy and create 21 million jobs, will now
be open for ratification by all 160 member
countries. After that, it will be implemented by
July 2015. “WTO has taken a critical step forward
by breaking the impasse that had prevailed since
July. I am pleased that the US was able to work
with India and other WTO members to find an
approach that preserved the letter and spirit of the
package of decisions reached at last year’s Bali
Ministerial Conference. With this win under WTO’s
belt, we can again focus our efforts on revitalizing
the organization’s core negotiating function,” said
US Trade Representative Michael Froman.
FOCUS WTO, January-March 2015 (Vol. 17 No. 1)

The Bharatiya Janata Party, which came to
power at the Centre in May after a landslide
victory, had vetoed adoption of the process that
would have turned the TFA into a legally binding
deal by 31 July the previously set deadline.
Since then, the government had been insisting
on having a parallel agreement on public food
stocks for its poor and marginal farmers.
A permanent ‘peace clause’ insulates India and
other developing countries with public stockholding programmes from challenges by other
WTO members, even for violation of global rules
on farm subsidies.
The so-called ‘peace clause’ also grants India
the freedom to offer subsidies to its farmers
without following any limit. The cap, according to
WTO rules, is 10 per cent of the total production
of the crops that are covered under the food
stockholding programme.
At present, India offer subsidies in the form of
‘minimum support price for rice, wheat and cereals.
However, the ‘peace clause’ does not come for free.
India, along with other developing countries, have
to adhere to some strict conditions to avail of the
interim relief. The most important rider pertains
to future food stockholding programmes, which
would not be covered under this provision. In
other words, any new food stockholding
programme will have to follow WTO’s 10 per cent
threshold.
Another condition is that countries following
food stockholding programmes will have to ensure
they do not distort trade and adversely affect
similar schemes of other developing countries.
Otherwise, the affected country will have to the
option of appealing to the WTO dispute-settlement
body.
(http://www.business-standard.com 28 November 2014)

India Ready to Sign WTO Trade
Facilitation Pact in December
by Nayanima Basu.

A FTER

ironing out its differences over farm
subsidies with the US, India is ready to sign the
much-awaited trade facilitation agreement (TFA)
during the coming meeting of the World Trade
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Organization (WTO)’s General Council (GC) meet
next month. “We are ready to sign the TFA
protocol, provided the GC takes a call on the
resulting Bali package. Technically, it was only the
US that was opposed to our demand. So, we hope
there will be a positive movement on both these
issues (TFA and farm subsidies) at that time,” a
top official told Business Standard.

position now. Now, it will be on them to approve
our food stockholding programme,” the official
added.

The GC, the highest decision-making body, is
going to meet on 10-11 December.

Thus, the WTO will also have to now finetune the negotiations that will have to take place
as part of the post-Bali work programme. The
Bali package, which was signed in December last
year, also have to progress on offering an
incentive package to the lease developing
countries (LDCs).

It is learnt the government is “not averse” to
adopting the protocol to implement TFA, which
it blocked in July. However, it will be only on
the condition that the GC in its statement
explicitly states that the so-called “Peace Clause”
that will allow India to provide subsidies, which
are now prohibited under WTO rules, until a
permanent solution to this issue is agreed upon
by all member countries. The “Peace Clause”
also, therefore, grants India an indefinite
immunity from all future disputes even if India
exceeds the 10 per cent prescribed limit for
granting farm subsidies to its poor and marginal
farmers. According to WTO rules, developing
countries can offer subsidies on crops based on
10 per cent of their total production. As a result,
the December GC meet assumes importance in
laying down a road map to arrive at a permanent
solution to the food stockholding issue that
will require amending its Agreement on
Agriculture.
Besides, the WTO now has to also decide on a
new deadline for implementing the TFA since the
process of converting into a legal and binding
agreement got delayed. The earlier deadline to
implement TFA, that will ease global Customs
norms, was July 2015. The government believes
the developed countries, especially the US, “will
now be in a hurry” to seek a permanent solution
to the public stockholding issue in the absence of
which developing countries following similar food
security schemes will not be bound by any limit in
offering agricultural subsidies.
“We are not in default now. We have just
notified our farm subsidies. We will not be in
default in next many years to come. However,
even if we do breach the limit, nothing stops us
from doing that. So, we are at an advantageous
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India has notified its farm subsidies to the
WTO at $56 billion over the seven years from 200405 till 2010-2011, as a proof that it had not breached
the prescribed limit of 10 per cent on such help.

Minister of State (Independent Charge) for
Commerce and Industry Nirmala Sitharaman last
week announced that India and US have reached
an agreement, wherein the latter has decided to
support its demand for an indefinite "Peace Clause"
until a permanent solution is achieved.
On November 13, the WTO Agriculture
Committee met to examine agriculture support
policies of some of the countries, including India.
During the meeting, countries such as Australia,
Canada, the EU, Japan, Paraguay, Switzerland,
Thailand and the US had raised questions on India’s
minimum price support programmes and
calculation of subsidies.
Recently, on the sidelines of the G20 Summit,
WTO Director General Roberto Azevêdo said a
consensus on the Bali package can be achieved
within the next two weeks.
(http://www.business-standard.com 19 November 2014)

Trade Facilitation Agreement (TFA):
Obama Commends Modi’s Leadership
on Reaching WTO Agreement, PTI.

THE US President Barack Obama has commended

the “personal leadership” role provided by Prime
Minister Narendra Modi in finding a path forward
on WTO Trade Facilitation Agreement (TFA)
reached between the two countries, a presidential
spokesperson said.
“The President had extensive discussions with
Prime Minister Modi on this issue and appreciates
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his personal leadership in finding a path forward,”
the White House Press Secretary Josh Earnest said
in a statement after India and US announced that
the two countries have reached an agreement on
TFA.
In Myanmar, where Mr. Obama met briefly the
Prime Minister on the sidelines of the East Asia
Summit in Nay Pyi Taw described Shri Modi as a
man of action.
In a statement, Mr. Earnest said the important
breakthrough reached between the United States
and India will unlock progress toward the full and
immediate implementation of the WTO Trade
Facilitation Agreement, which will lower the costs
of trade for developed and developing countries
alike.

the upcoming full integration of Southeast Asian
countries into a single market economy next year
prepares the Philippines for participation in
advanced trade agreements such as the TransPacific Partnership Agreement (TPP) as well as free
trade agreements with the EU.
Hence, the Philippines needs to adopt various
trade facilitation measures as part of its own
domestic initiative and obligation to international
agreements it is a signatory of.
The PCCI urges the adoption of various
measures, including the immediate passage of the
Customs Modernization and Tariff Act in
compliance to the Revised Kyoto Convention and
the World Trade Organization Trade Facilitation
Agreement.

“This breakthrough will also strengthen the
multilateral trading system and give a boost to its
ongoing work, including in the area of food
security,” he said.

The chamber also urges the government to
implement the National and ASEAN single
window in compliance to the ASEAN agreements
on trade facilitation.

“Combined with the recent announcement of
a breakthrough on the WTO Information
Technology Agreement (ITA) and the agreement
among Trans Pacific Partnership (TPP) Leaders that
the end of those landmark negotiations
is coming into focus, this has been a good week
for expanding opportunities for American
businesses and workers and for promoting growth
around the globe,” Mr. Earnest said.

Trade facilitation means simplifying and
streamlining international import and export
procedures and related documentation. It also
entails the modernization of trade and customs
procedures, cutting of red tape, training customs
officials and improvement of customs
technologies.

(http://www.firstpost.com 14 November 2014)

PCCI, EU Group Push Adoption of Trade
Facilitation Measures by Czeriza Valencia
(The Philippine Star).

T HE

Philippine Chamber of Commerce and
Industry (PCCI) and the Delegation of the
European Union (EU) to the Philippines
yesterday urged the government to immediately
adopt trade facilitation measures to enable the
Philippines to participate in advanced economic
partnerships.
During a plenary session on the role of trade
facilitation and customs modernization on the
utilization of trade agreements at the 40th
Philippine Business Conference and Expo, leaders
of Philippine businesses and the EU Delegation said
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EU Ambassador to the Philippine Guy Ledoux
said trade facilitation would further grow trade
between the Philippines and the EU with the
impending inclusion of the country in the EU’s
Generalized System of Preferences Plus (GSP+), a
trade scheme that would allow more goods to enter
the EU at zero duty.
The Trade Department has expressed
confidence that the European Parliament (EP)
would approve the country’s application into the
EU GSP+ before the year-end.
Mr. Ledoux noted that in the fist six months of
the year, Philippines-EU trade rose 21 per cent
year-on-year to $7 billion. This trade volume is
composed mostly of value-added products.
EU’s imports from the Philippines include
electronics, appliances, optical and photographic
instruments, and food products.
(http://www.philstar.com 24 October 2014)
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Pact on Food Security, Trade
Facilitation to Go Hand-in-Hand: PM
by Priyanka Tikoo.

AHEAD of his meeting with US President Barack

Obama, Prime Minister Narendra Modi today
made it clear that agreement on food security
and trade facilitation will have to go hand-inhand.

“Agreement on food security and trade
facilitation will have to go hand-in-hand,” Shri
Modi said while addressing the Council on Foreign
Relations in New York.
India had been saying that it will not
compromise the interest of poor farmers and
consumers at the World Trade Organization
(WTO).
It has sought complete resolution of the
foodgrain stockpile issue, which is essential for
unhindered implementation of the country’s food
security programme.
India’s tough stand had led to collapse of the
WTO Geneva talks recently.
US Secretary of State John Kerry and
Commerce Secretary Penny Pritzker have held
series of meetings with Indian leaders including
Finance Minister Arun Jaitley and Commerce
Minister Nirmala Sitharaman to persuade New
Delhi to agree to dilute its tough stand.
India had decided not to ratify WTO’s Trade
Facilitation Agreement (TFA), which is dear to the
developed world, without any concrete
movement in finding a permanent solution to its
public food stockholding issue for food security
purposes.
India has asked the WTO to amend the norms
for calculating agri subsidies in order to procure
foodgrains from farmers at minimum support price
and sell that to poor at cheaper rates without
attracting any penalty in the WTO.
The current WTO norms limit the value of food
subsidies at 10 per cent of the total value of
foodgrain production. However, the support is
calculated at the prices that are over two decades
old.
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There are apprehensions that once India
completely implements its food security
programme, it could breach the 10 per cent cap.
Breach of the cap may lead to imposition of hefty
penalties if a member country drags India to the
WTO.
(http://www.outlookindia.com 30 September 2014)

India is the Smallest Exporter Among the
World’s Top 10 Economies
by Edward Gresser.
What They Mean

AMONG the world’s big economies, India is the

trade underachiever. Ranking 2nd in the world
for population and 3rd for PPP-basis GDP, it is
14th for exporting – and at $350 worth of
software, clothing, jewellry, generic medicines,
etc. shipped out per person annually – and last
among the world’s 25 biggest economies in
exports per capita.
Why the under-performance? India’s figures
reflect some immutable facts of geography and
demography – few and not invariably friendly
neighbours; a large population and a big internal
market – but also attitudes inherited from the
post-colonial isolationist phase, and modern-day
bureaucratic obstacles. The World Bank’s 2013
Trading Across Borders report, for example, finds
the forms and procedural requirements needed
to get a shipping container through an Indian
port costing $770 per box on average – which in
local context is well above Pakistan’s $460,
Indonesia’s $455, Sri Lanka’s $480, and
Malaysia’s sparklingly efficient $265. Thus the
LIKELY GDP GROWTH FROM
IMPROVED TRADE FACILITATION*
(per cent)
Sub-Saharan Africa

12.0

ASEAN

9.3

India/South Asia

8.0

South/Central America**

7.6

US/Canada

2,8

* World Bank & World Economic Forum estimates, 2012, for
reducing gaps between these regions and the world’s best
performer by 50 per cent.
** Excluding Brazil. The WB/WEF projection for Brazil is 3.6 per
cent.
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reason the Bank and World Economic Forum
estimates find India getting especially big returns
from trade facilitation.
And what might be done? Preparing for its
campaign last spring, India’s Bharatiya Janata Party
(BJP) called for a shift in approach, invoking ancient
global-economy glory as an inspiration for new
modern-day approaches:
“India is the most ancient civilization of the
world and has always been looked upon by the
world as a land of wealth and wisdom. … From
the Vedas to Upanishads and Gautama and
Mahavira, and then to Kautilya* and Chandra
Gupta and down up to the eighteenth century,
India was respected for its flourishing economy,
trade, commerce and culture. It had an
international outreach from Korea to Arabia,
from Bamiyan to Borobudur and beyond. …
India was also one of the greatest shipbuilding
nations and consequently had an access to
international markets. Indian prosperity held the
world in thrall. …”
“The modern era is an era of exchange, [and
India needs] trade facilitation to ensure easier
customs clearances and visas for business travel.
… Over-regulation needs to be addressed to stop
the harassment of the businessmen and traders.
At the same time, we have to set up transparent
systems, which ensure credibility of our goods
and services. The bottlenecks in transporting and
exporting them have to be removed. Also, the
flow of information about our tradable items has
to be made available to the rest of the world.”
This suggests a systematic move, away from
Jawaharlal Nehru’s post-colonial isolationism
and towards the ideas of the actual Kautilya
referenced in the Manifesto. (Author of a giant
policy-manual called Arthashastra, written up
somewhere between 300 BC and 150 AD,
Kautilya advocated heavy public investment in
seaports, land border-crossings, and roads, and
a trade-facilitation program through which “the
King shall protect trade routes from harassment
by courtiers, state officials, thieves, and frontier
guards, and from being damaged by herds of
cattle.”)
Nonetheless, in government so far BJP has
acted in ways contrary to Kautilyan advice and
FOCUS WTO, January-March 2015 (Vol. 17 No. 1)

similar to its recent predecessors. Its first big
global-economy decision, last 31 July was to
block the WTO’s implementation of its
agreement, last November 2013, on trade
facilitation. This is a set of measures which, along
the manifesto’s lines, would ensure easier
customs clearance and visas, reduce harassment
of businesses and traders by courtiers and
regulatory officials, set up transparent systems,
and so on.
The point of India’s veto was to "seek
negotiating leverage" for an unrelated change in
WTO rules, in order to prevent anyone from
filing a disputes against India’s food-stockpiling
program as a breach of farm subsidy limits. In
point of fact, though, no challenge to this system
appeared likely at the time, and the previous
Congress Party’s government commitment to
endorse the Trade Facilitation Agreement came
in exchange for a four-year ‘peace clause’ in
which (a) no other WTO member would
challenge the stockpiling program, and (b) the
WTO members would negotiate out an
agreement to meet concerns about its legality
under WTO rules. So yes, so far a change. But
despite reverence for the classics and promises
of new ideas, toward a program which looks
less, rather than more, friendly to the global
economy.
(http://progressive-economy.org 10 September 2014)

Impact of Trade Facilitation on Parts
and Components Trade by Niru Yadav.

THIS

article utilizes data from seventy-seven
countries over the period 2004–07 in a gravity trade
model to examine the impact of four dimensions
of trade facilitation— physical infrastructure,
information and communication technology,
business environment, and border efficiency — on
parts and components and final goods trade for
the machinery and transport equipment sector. The
results show that the effect of importers’ overall
trade facilitation measures is stronger for
promoting parts and components than for final
goods trade. Among the four dimensions, border
efficiency has the largest impact on trade flows for
this sector, and the effect of exporter and
particularly importers’ border efficiency is
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important for parts and components, as compared
to final goods trade.
(http://www.tandfonline.com 8 August 2014)

Why is India Not Agreeing to the WTO
Trade Facilitation Agreement
by Rajanya Bose.

INDIA

has made its stance clear that it will not
easily give in to pressure from the Western world
over trade protocols of the World Trade
Organization, as was also discussed during the
talks in Bali in December 2013. India fears that
agreeing to the trade facilitation agreement (TFA)
could compromise its own food security.
What is the TFA?

The TFA aims to fast track any movement of
goods among countries by cutting down
bureaucratic obligations. The problem with TFA
runs in a clause that says farm subsidies cannot be
more than 10 per cent of the value of agricultural
production. If the cap is breached, other members
can challenge it and also go on to impose trade
sanctions on the country.
The developing countries would have a
problem with the solutions offered by the
developed countries as without the subsidies the
food security of the developing nations could be
seriously harmed. India agreed to the TFA in Bali
only under the condition that interim relief
would be provided to the developing nations. It
said no legal actions or sanctions would be
imposed on the developing nations till 2017, by
which time a solution would be worked out
among the nations. However, this interim relief
would not be applicable if such subsidies would
lead to trade distortions, by which one means,
that prices of exports and imports cannot be
affected by this.
Why is India Opposed to TFA?
India’s Food Security Act, which is binding
on the government by law now, implies that the
government will provide very cheap food to the
most vulnerable part of the population at
extremely low prices. Apart from providing
subsidies to the consumers, through the public
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distribution system, it also provides subsidies to
the producers of food grains. So it buys
foodgrains from farmers at a minimum support
price, and subsidizes inputs like electricity and
fertilizer.
The first problem is with the 10 per cent cap
on subsidies which will not be possible for India
to achieve. Adding to the woes is the fact that the
10 per cent cap is calculated based on 1986-88 prices
when the prices of foodgrains were much lower.
So the cap has to be updated taking into account
the present prices of foodgrains.
The second problem is that even for
providing subsidized food, India will have to
open up its own stockpiling to international
monitoring. It will not be able to add protein
heavy grains like say, lentils, if it wants to, due
to riders in the peace clause.
Third, it might seem unfair to developing
countries to not crack down on farm subsidies that
the United States provides to its farmers to the
tune of more than $20 billion per year. While the
WTO is binding the developing countries to
protocols, the issue of subsidies by developed
giants like the US seems to be off the table.
What Does India Want?
India now wants a permanent solution to the
issue of public stockholding of foodgrains. G33
members including China have supported India’s
stand on the ability to subsidize agricultural
production and distribute it to the poor at low
cost.
Why Does WTO have a Problem with
High Subsidies?
WTO argues that if the developing countries
continue to give prices to farmers which are higher
than the market prices, it might harm the poor
farmers in other parts of the world. It also says
the deal could add $1 trillion to global gross
domestic product and 21 million jobs, by cutting
down red tapes. Also according to media reports,
the developed world wants the issue of food
security to be delinked from the TFA, and could
be discussed later.
(http://www.dnaindia.com 1 August 2014)
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India to Say No to WTO Trade Facilitation
Deal by Nayanima Basu.

India’s stand on WTO Trade Facilitation
Agreement by Suraj Kokate.

I NDIA is preparing to veto the World Trade
Organization’s (WTO) trade facilitation agreement,
in a stubborn effort to seek a negotiating space for
public stockholding in food grain and food
subsidies.

T HE WTO is trying introduce to a Trade
Facilitation Agreement (TFA), which is
considered as WTO’s most ambitious project till
date. Trade facilitation is an attempt to make
simplify trades between countries. TFA will
minimize the complexities involved in
international trade by streamlining customs and
administrative procedures. This will certainly
lead to ease of market access and lower the time
between product manufacturing and delivery. It
is expected that this agreement will create around
21 million jobs around the world most of them
would be created in developing countries like
India. According to OECD estimation, every 1
per cent decrease in the global trade costs, $40
billion will be added to the economy. TFA can
boost world economy by US$1 trillion. Mostly
small & medium enterprises face major problems
during international trade, and TFA will
definitely help SMEs on larger extent. As
developing nations have great number of SMEs,
this agreement will be major boost for developing
countries around the world.

If it does, it will be the only country in the
entire WTO membership to stop the deal from
getting implemented.
“The way things are moving, there is no way
we can agree to the trade facilitation agreement
being pushed by the developed nations at WTO
within the prescribed deadline. Food security has
always been India’s main concern and this time
we are not going to concede,” a top-ranking
official involved in the negotiations, told Business
Standard.
The issue of public stockholding and food
security has domestic compulsions here as the issue
is largely political. And, for a new government that
came to power after winning a landslide victory,
the issue of livelihood of its poor and marginal
farmers is a political trump card.
TFA has a deadline of 31 July, when all the
160 WTO member countries have to sign the
agreement into a protocol, marking
implementation of the first phase of the deal. It
will come into force fully from 2015. TFA seeks
to streamline border procedures, making it
easier for merchandise goods to cross
international borders, with substantial reduction
in red tape and bureaucracy. It has the potential
to induce $1 trillion into the global economy.
The deal was struck in Bali, Indonesia, during
the ninth WTO ministerial conference in December.
At that time, it was decided that as an interim
measure, in respect of public stockholding for food
security, developing countries would be protected
from WTO disputes for non-compliance with the
relevant provisions of the Agreement on
Agriculture. This protection would be available till
a permanent solution, the deadline for which was
2017. But India wants the talks to happen
immediately.
(http://www.business-standard.com 21July 2014)

FOCUS WTO, January-March 2015 (Vol. 17 No. 1)

In December 2013 Bali meet, India had agreed
that Trade Facilitation Agreement can be made
WTO rule by 31 July 2014 ministerial meet. But
then there too, India had raised its concern over
cap on subsidies given to farmers. According to
one of the rule in TFA, developing countries cannot
give subsidies more than 10 per cent of total value
of its harvest based on 1986-88 prices. Considering
price base from 1986-88 doesn’t make sense to any
developing nation as there is a huge difference in
currency levels and inflation from 1986 to 2014.
This cap on food subsidy was unacceptable to India.
Then taking into consideration concerns of India
and other developing countries, a "peace clause"
was included in the Bali meet. This peace clause
was an interim solution for the problem and would
only protect the developing countries likes of India
for four years, until permanent solution is reached.
Then India and Africa accepted the agreement and
showed their commitment to sign deal on 31 July
2014. It was considered as a success for WTO as in
its history of about two decades it had never
managed to reach consensus among all of its
members.
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Now in Geneva ministerial meet on 31 July 2014
India declined to sign TFA as it wanted permanent
and concrete solution on food subsidy issue rather
than four-year temporary solution like a peace
clause. In the time between two WTO meets India
had undergone political change, Bhartiya Janata
Party which was in opposition earlier is leading
the nation. New government at the Centre in India
is convinced that India needs a permanent solution
on subsidy rather than temporary one. Food
subsidy is major issue in the country as 25 per cent
of world's hungry population resides in India.
India provides minimum support price to its
farmers and creates stockpile of grains to distribute
it among the needy in the country at subsidized
rate. Other than this, India also introduced food
security bill in 2013, which provides cereals at
minimal price to almost two-third of the country’s
1.2 billion population. So keeping cap on food
subsidy to 10 per cent that too on prices from 198688 is too difficult task to achieve for India. To
certain extent India has a valid point, as there is
no guarantee that permanent solution will be
reached within four years. If India agrees the deal
now, and fails to reach permanent solution in four
years then other countries can challenge India in
WTO court.
(http://www.mbaskool.com)

Trade Facilitation and Economic
Development: A New Approach to
Quantifying the Impact by John S. Wilson,
Catherine L. Mann and Tsunehiro Otsuki.

THIS article analyzes the relationship between
trade facilitation and trade flows in the AsiaPacific region. Country-specific data for port
efficiency, customs environment, regulatory
environment, and e-business usage are used to
construct indicators for measuring trade
facilitation. The relationship between these
indicators and trade flows is estimated using a
gravity model that includes tariffs and other
standard variables. Enhanced port efficiency has
a large and positive effect on trade flows.
Regulatory barriers deter trade. Improvements
in customs and greater e-business use
significantly expand trade but to a lesser degree
than improvements in ports or regulations. The
42

benefits of specific trade facilitation efforts are
estimated by quantifying differential
improvements in these four areas among
members of the Asia Pacific Economic
Cooperation (APEC). A scenario in which APEC
members with below-average indicators
improve capacity halfway to the average for all
members shows that intra-APEC trade could
increase by $254 billion, or 21 per cent of intraAPEC trade flows. About half the increase is
derived from improved port efficiency.
(http://wber.oxfordjournals.org)

Who Profits from Trade-Facilitation
Initiatives? by Bernard Hoekman, Ben
Shepherd.

A NALYZES continue to accumulate that
demonstrate that the global gains from trade
facilitation – understood as measures that reduce
the overall costs of the international movement of
goods – are potentially very large (Hufbauer et al.
2012). For example, the World Economic Forum
(2013) uses available data on trade-facilitation
performance in a computable general-equilibrium
model of the world economy to show that the
global income gains from raising average tradefacilitation performance half way to the level of
Singapore could be six times larger than those
resulting from the removal of all remaining import
tariffs. Similarly, econometric studies, such as
Djankov, Pham, and Freund (2010), find that
reducing the time required for trade transactions
can significantly boost exports. Concretely, one day
less spent in inland transit and export handling
could increase trade by at least 1 per cent. Saslavsky
and Shepherd (2012) show that trade facilitation
and logistics performance matter significantly more
for trade in parts and components – which typically
circulate within global value chains – than for trade
in final goods.
One criticism of earlier research on trade
facilitation is that it tends to focus exclusively
on the benefits, without considering the
sometimes significant upfront costs. Although
some trade-facilitation initiatives only require the
stroke of a pen – for example, reducing the
number of documents required for exports –
others can involve significant investments in
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fixed capital, such as building or upgrading
trade-related infrastructure including ports,
airports, and road and rail links. More recent
research has shown, however, that even when
these large costs are netted out, the global
benefit-cost balance of trade-facilitation reforms
remains strongly positive. For example, Buys et
al. (2010) find that road upgrading could expand
overland trade among sub-Saharan African
countries by up to $250 billion over 15 years.
Using a road-costing model based on extensive
data from World Bank road projects, they
estimate that the initial investment cost would
be of the order of $20 billion, and that an
additional $1bn would be required annually for
maintenance. There is thus a strong net benefit
from trade facilitation by improving road
connectivity, even once substantial upgrading
costs are accounted for. Computable generalequilibrium evidence from Mirza (2009) confirms
this finding in a more general setting of
infrastructure investment.
Distributional Issues and Global Value Chains
The papers on costs and benefits of trade
facilitation reviewed above take a “macro”
perspective. They are interested in overall
impacts on the volume of trade of changes in
trade costs, or in overall welfare changes,
compared with the total costs of improving trade
facilitation. They do not address how the net
benefits are allocated across different groups in
society or across different countries. Basic theory
– premised on competitive markets – suggests
that all exporting firms should gain from
improved trade facilitation by being able to
export more, and that consumers should gain
from lower prices. However, these predictions
are less certain in the case of imperfect
competition. That case is potentially an
important one in the computable generalequilibrium model context, where large groups
of small supplier firms interact with a small
number of lead firms.
In policy circles concerned with the evolution
of computable general-equilibrium models from
a north-south perspective, the concern has been
expressed that imperfect competition might
prevent small firms, workers, and consumers

FOCUS WTO, January-March 2015 (Vol. 17 No. 1)

from seeing the full expected benefits of tradefacilitation initiatives (e.g. Sexton et al. 2007,
Chauvin and Porto 2011, and Mayer and Milberg
2013). The fear is that large firms could be in a
position to appropriate some or all of the
potential gains from trade facilitation as rents.
For this mechanism to operate, however, one of
two empirically relevant situations would need
to hold. One possibility is that there is a lack of
effective competition among lead firms, with the
result that they act as oligopsonists vis-a-vis their
small suppliers. The second possibility is that
suppliers must incur large sunk costs to adapt
their production methods to the standards
required by the lead firm, which inhibits
switching from one lead firm to another. The
result is again that lead firms can act as
oligopsonists with respect to small suppliers.
Empirical Evidence
If the distributional issue surrounding trade
facilitation is taken to its simplest logical
conclusion, it should mean that only large firms
benefit from trade-facilitation initiatives. If so, one
implication is that firm-level data should reveal that
large firms, but not smaller ones, export more in
response to improved trade facilitation. We
investigate that contention in Hoekman and
Shepherd (2013), using firm-level data for a range
of developing countries taken from the World
Bank’s Enterprise Surveys.1
Following Shepherd (2013), we estimate a
model of firm-level export behaviour in which the
average time taken to export goods – as recorded
by each firm – is used as an independent variable.
In addition to controlling for a range of factors
typically used in the literature, we introduce
interaction terms between export time and firm
size. We distinguish between micro (fewer than
10 employees), small (between 10 and 50), medium
(between 50 and 250), and large firms (more than
250).
For the pooled sample, we find no evidence
that the effects of improved trade facilitation
differ by firm size: average export time is
negatively associated with the percentage of sales
that are directly exported. When we
disaggregate the data by sector, we find weak
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evidence that size matters only in the case of the
garment industry: small firms’ exports are less
responsive to trade-facilitation improvements
than large firms, but there is no differential effect
for micro or medium firms. This lack of
consistency in the garments data, as well as the
statistical weakness of the result for small firms,
tends to suggest that the result may not be a
robust one. Given that it is not repeated in other
industries or for the pooled sample, the analysis
suggests that the gains from trade facilitation are
not limited primarily to large firms.

the time taken to export goods. Thus, except
under special circumstances that do not appear
to hold widely in practice, small firms stand to
benefit from trade facilitation through the same
mechanism that large ones do. As a result,
countries where small, supplier firms are
prevalent and lead firms are few or non-existent
– which is the case for many developing countries
– also stand to gain from improved trade
facilitation.

Conclusion and Policy Implications

• First, those interested in supporting small
producers and exporters in developing countries
– policymakers, researchers, and the development community – should actively support
improved trade facilitation in developing
countries.

In a global sense, trade facilitation is a "good
deal" for countries, in that it has the potential to
bring economic benefits at least on a par with, and
perhaps well in excess of, those that would come
from a major round of tariff cuts in manufacturing.
However, from a negotiating standpoint, as well
from the point of view of development policy, it is
not just the global economic gains that matter, but
also their distribution. Two questions are
important.
• First, is it primarily developed countries that
stand to reap significant gains from improved
trade facilitation, or will developing countries
also gain?
• Second, and tied to the first, in the context of
computable general-equilibrium models, is it
only large firms (mostly headquartered in
developed countries) that benefit from
trade facilitation, to the exclusion of small
suppliers (mostly located in developing
countries)?
On the first question, the available research
suggests that both developed and developing
nations stand to gain from improved trade
facilitation, and that exports are expected to
increase for both country groups.
The second question is also empirical in nature,
but has not been subject to any rigorous testing.
In Hoekman and Shepherd (2013), using a large
dataset from a variety of developing countries,
we find that firms of all sizes benefit from
improved trade facilitation by exporting more
in response to improvements like reductions in
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In terms of policy, our results and review of
the literature suggest two main conclusions:

It flows from this that the same parties should
welcome a WTO Agreement on Trade
Facilitation.
• Second, one of the main arguments put forward
by some in the policy community as a reason
for developing countries to be wary of the tradefacilitation debate does not stand up to empirical
scrutiny.
The fact that small firms can benefit in the
same way as large firms from improved trade
facilitation means that economies where supplier
firms are prevalent but lead firms are not still
stand to gain from trade-facilitation reforms. This
is not to deny that gains from trade facilitation
could be distributed unequally or that
governments should monitor the impacts of
trade-facilitation initiatives. Distributional issues
are, of course, important to the political economy
of trade negotiations, and to their development
implications. In this area – as more generally – it
is important that reforms and projects are
designed in a way that allows assessments of
impacts over time. But the available firm-level
data suggests that distributional concerns do not
undermine the wealth of evidence showing that
trade facilitation can boost trade and real incomes
across the globe.
(3 June 2013, http://www.voxeu.org)
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This article provides a general review of key
elements and topics that are associated with trade
facilitation and sets them against underlying
challenges and obstacles in practice as well as for
research. While much of the current effort in trade
facilitation begins with a top-down premise –
whereby governments seek to implement
international conventions and recommendations
nationally – the author argues that trade facilitation
is inherently an operations-focused topic and
deserves to be approached from a bottom-up
approach, too. Such approach not only provides a
strong case for an interdisciplinary research
agenda, it also brings into question whether
current institutions concerned with trade
facilitation have the necessary capabilities to apply
themselves to the more operational aspects
associated with international trade.

Trade Facilitation: A Conceptual Review
by Andrew Grainger.

W ITH falling tariff levels, it is probably not
surprising that the non-tariff area and trade
facilitation, in particular, are receiving growing
attention.
Apart from the WTO, trade facilitation is a subject
of substance within a wide range of international
organizations including several United Nations
(UN)-type bodies, the World Customs
Organization (WCO) as well as those concerned
with economic development, supply chain security,
and sector-specific issues such as international
transport and logistics.
The resulting body of international trade
facilitation instruments and initiatives, which
include conventions as well as detailed technical
recommendations, is extensive.

(http://eprints.nottingham.ac.uk 21 December 2012)
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Trade Facilitation: Defining, Measuring,
Explaining and Reducing the Cost of
International Trade by Patricia Sourdin,
Richard W.T. Pomfret, Edward Elgar Publishing,
2012.

TRADE Facilitation: Defining, Measuring, Explaining

and Reducing the Cost of International Trade by Patricia
Sourdin and Richard W.T. Pomfret, an Edward
Elgar publication, tackles the point which has
gained the most importance in the last decade in
the field of international trade – that of trade costs.
The book presents a comprehensive summary of
known literature on defining and measuring trade
costs in the international scenario and also presents
new research on how to minimize such costs and
enhance trade facilitation.
The book is informative and provides a
comprehensive treatment of the costs of trading
across borders and of trade facilitation policies.
The authors define trade facilitation as reducing
trade cost and hence the book focuses not only
on defining and explaining the components of
trade costs but also on measuring the size and
determining ways to reduce this cost for trade
facilitation. It is important to arrive at an
international consensus on the nature of trade
costs in order to understand why they exist and
why they are high and the book serves a good
purpose in this respect by providing
internationally accepted definitions of trade
costs. Sourdin and Pomfret then go on to design
the measurement of these trade costs by
examining the impact of multiple factors like
logistics and intermediaries on trade costs. This
book is very important from the policymaking
point of view because it examines the impact of
different policies on trade costs and what kind
of changes in policies are required to bring about
a reduction in trade costs. The book presents the
viewpoint that one of the most important aspects
of trade facilitation is trade cost and hence it is
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of utmost importance to reduce costs to facilitate
international trade.
There is a detailed chapter in the book on
corruption and how it has come to affect trade costs,
which is very important from the policymaking
point of view in order to reduce red tapism and
other barriers to international trade which only
add to the trade costs in terms of lost time.
International trade even today continues to involve
higher costs both in terms of money and time, even
though traditional tariff and non-tariff barriers
have been reduced. Trade costs are not only a
function of commodity and distance but also
involve border costs which can be reduced by
appropriate policies. Sourdin and Pomfret have
provided a detailed research into trade costs and
have proposed newer techniques of measurement
and implementation through policy changes for
trade facilitation through reduction of trade costs.
The book is a recommended read for economists,
policy-makers and all those with an interest in the
cost aspects of international trade.
(Reviewed by Arani Das, IIFT Delhi)

Impact of Trade Facilitation on Export
Competitiveness: A Regional Perspective
by Jose Antonio Ocampo, (Studies in Trade &
Investment, No. 66), United Nations, New York,
2009.

THE Book Impact of Trade Facilitation on Export
Competitiveness: A Regional Perspective, a United
Nations publication, is a comprehensive study on
trade facilitation in ASEAN countries by Jose
Antonio Ocampo, Under-Secretary General of the
United Nations for Economic and Social Affairs,
and former executive secretary of ECLAC. The
book tries to identify some major issues developing
countries in Asia must address in order to enhance
export competitiveness. The flow of the book is
very structured and as such is divided into four
broad parts. The first part deals with the definition
FOCUS WTO, January-March 2015 (Vol. 17 No. 1)
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and scope of trade facilitation. The second part
presents an overview of export competitiveness and
lays down relevant indices that can be used as a
measure of export competitiveness. Here Ocampo
discusses the indices in a very comprehending
manner and the reader gets a fair idea into the
computation and relevance of the indices of export
competitiveness and how they can be used to reflect
trade facilitation. The third part discusses the interlinked role between trade facilitation and export
competitiveness. According to Ocampo, the biggest
milestone of trade facilitation is export
competitiveness and to this end he lays down
several guidelines for enhancing the same. He also
believes that trade facilitation and export
competitiveness are linked in a direct bi-directional
relationship. The fourth part identifies the major
issues that are acting as a barrier to trade
facilitation in ASEAN countries and lays down
some guidelines and policy recommendations that
could be implemented to resolve the bottlenecks
and enhance export competitiveness.
The book is a comprehensive read because it
not only provides definitions and scope of trade
facilitation along with the concepts and indices of
export competitiveness but also lists down factors
like institutional framework, trade logistics, trade
barriers, sanitary and phytosanitary measures that
need to be taken into account to improve export
competitiveness and thereby help in trade
facilitation. The book also examines the effect of
regional co-operation and institutional
competitiveness among the ASEAN countries on
transport cost and how this affects trade
facilitation. Transportation costs are an integral part
of trade and hence optimization of the
transportation model can enhance trade facilitation
to a large extent. Ocampo examines the Global
Competitiveness Index with a focus on GMS
countries and analyzes the transport and logistics
models in countries like Malaysia and Myanmar
and also gives a detailed example of trade
facilitation through transport through the example
of Cambodia. Another important aspect of
resolving barriers and improving trade facilitation
is through the customs channel and as such the
implications of customs modernization on export
competitiveness are also discussed in detail in the
revised Kyoto Convention Scenario. Here also
Ocampo uses Sri Lanka as a good example to show
FOCUS WTO, January-March 2015 (Vol. 17 No. 1)

how they have been able to make use of EDI for
single window clearance and maintaining
standards.
Overall the book is an informative read from
the Asian perspective as it not only gives factors
and evidences in support of new measures and
practices that could enhance trade facilitation in
these developing countries, but also lays down
some policy recommendations for enhancing
export competitiveness through trade facilitation
in the ASEAN region.
(Reviewed by Arani Das, IIFT Delhi)

Accelerating Global Supply Chains with
IT-Innovation: ITAIDE Tools and Methods
by Boriana Rukanova, Niels Bjørn-Andersen,
Fred van Ipenburg, Stefan Klein, Godfried Smit,
Yao-Hua Tan (Eds.), Springer, 2011.

WITH technology come issues of risk, frauds and
security. The concept of how Trade Facilitation and
IT Innovations can be blended together to improve
security and technology has been explained in
detail in the book.

Using ITAIDE Tools, i.e. IT related
developments; five Living Labs have been designed
in four different countries to explore various
situations of win-win situations. To discuss about
the requirements to reshape the relation between
trade and the Government, Trade Facilitation after
World War II has been used to describe the fiscal
aspect. By exploring the events of 9/11 and the
Government’s reaction to it, the security aspect has
been discussed. This further assists in
understanding the importance of IT Innovations.
There was a hasty shift of focus from trade to
safety and security between businesses and
Governments. The origin of the goods became very
important. There was new data and auditing was
required; this process required additional time.
Security became a supplementary factor to the
existing supply chain. The loss of trust from the
Government’s side and business side and the rift
it created between them has been subtly explained.
To integrate IT solutions with the security
aspect of trading, the ITAIDE Information
Infrastructure (I3) framework was developed by
ITAIDE which outlines key components that need
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to be brought about in order to achieve accelerated
trade.
The framework’s key components, the principle
of reuse of business data by both businesses and
Governments and the transformation from data
push to data pull have been discussed in detail.
In Part 2 of the book, the empirical setting of
the ITAIDE project has been introduced. It explains
the concept of Living Labs, which are used as
collaborative platforms for development and reallife testing of innovative IT-enabled solutions for
cross-border trade. Furthermore, this part
contains detailed descriptions of the different
Living Labs which were carried out throughout
the ITAIDE project.
The Living Labs are the Beer, Paper, Food and
Drug Living Labs in which experimentation is done
on topics like Intelligent Data Sharing, Integration
of SMEs, Complexity of Export trade, Cold chain
monitoring and Supply Chain Security and Control
respectively. The ITAIDE I3 Framework consists
of IT, Data Models, procedure redesign methods,
network
collaboration
methods
and
Interoperability Tools. All the Living Labs subchapters include a description of the problem
analysis and objectives. In addition, they discuss
how key components from the I3 Framework are
brought about to achieve trade simplification.
Using these, ITAIDE project can be well positioned
to provide a solution to trade facilitation and
reduce Government’s dilemma.
There are different cases discussed for better
understanding of the project like the e-Customs
and the value assessment of Business-toGovernment IT Innovations, Implementation
Framework for e-Solutions for Trade Facilitation.
They aim to give practitioners and researchers an
introduction to the practical knowledge including
the problem domain, a high-level overview of the
solutions which were developed and tested.
The cases are also used as background
information for the theoretical analysis made in
Part 3 of the book. In this part, i.e. the thematic
chapters, the different theoretical concepts are
applied to one or more of the Living Labs.
The importance of being the core of corporate
governance and making business more competitive
in the long run is to be realized by all the companies
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and duly implemented. The authors conclude by
calling for an intensive dialogue between the three
stakeholder communities – Business, governments
and IT-providers – which is essential in identifying
and implementing the legislative changes needed
to reap the full benefits of e-customs for trade
simplification. They assert that it is up to the
business community to develop viable business
models for adoption.
(Review by: Ramya Sahiti, IIFT Delhi)

The Impact of Trade Agreements
Implemented Under Trade Promotion
Authority by Hugh Arce, Chief, Research
Division, US International Trade Commission,
Washington, DC, 2005.

THE report has been formulated by the US Trade

Commission to observe the economic impact of all
the trade agreements that came into action after
the Trade Act, 2002. During this time frame, three
agreements were negotiated with Singapore, Chile
and Australia respectively. While preparing the
report, there were difficulties regarding obtaining
data because the agreements had been recently
implemented and empirical impact on the economy
was yet to be experienced. Also, the agreements
were trivial and did not create a huge impact.
The timeline and overview of all the Trade
Agreements implemented under the Trade Act of
2002 has been done. The Free Trade Agreement
(FTA) structure and the various elements in it have
been explained in detail. Along with the timeline,
each Trade Agreement has been discussed with
respect to Market Access, Trade Facilitation,
Investment and the Regulatory Environment.
The relation of each Trade Agreement to Trade
Facilitation has been illustrated with respect to
transparency, dispute settlement and technical
barriers to trade.
Review of the earlier findings of the FTAs, their
relation to the trade diversion and trade creation,
terms of trade and the effects of upscaling have
been demonstrated. A generic discussion has been
done on the effects of bilateral FTAs which is quite
insightful.
Analysis has been done on the various industry
sectors (i.e. meat products, textiles, apparel,
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pharmaceuticals and services) with US Industry
and FTA partner industries in specific. The
industries were impacted by the increase of trade
flows. The effect of the agreements on US Exports
and Imports is crucial to understand their purpose.

Trade and Transport Facilitation
Assessment: A Practical Toolkit for Country
Implementation by John Arnold, World Bank
Publications, 2010.

After the analysis, it has been found that the
three FTAs were likely to result in expansion in
the output of industries that experience increased
export demand owing to the removal of tariffs
abroad, and indirectly in the expansion of those
industries that provide inputs to them. The
reallocation of resources and direct competition
from imported goods that are given preferential
import treatment into the United States likely will
indirectly cause declines in some US industries. The
analysis also showed results that the effects on trade
would be negligible. A dedicated chapter has
addressed several provisions of the three FTAs
which apply to trade in a variety of sectors,
including investment, transparency and intellectual
property rules.

important policy area in development. Supply chain
constraints are now recognized as a major
impediment to export-led growth.

Along with the analysis, a simulation of effect
of TFAs on the US economy has been done. In the
simulation, initially, a comparative static
framework has been employed in which a baseline
equilibrium depiction of the US economy is derived
through a set of balanced accounts of trade,
production, consumption, and taxes. Once this
baseline has been created, policy shocks are
imposed on the balanced model. A policy shock,
typically a tariff removal or reduction has been
imposed on the model in order to measure its
effect. In this analysis, the policy shocks consist of
the reduction or elimination of tariffs agreed to in
the FTAs.
The simulation of the impact of trade
agreements on the US economy with respect to
changes in welfare, employment, gross output and
increase in trade volumes is acute and incisive. In
the simulation, a minor increase in the production
in the motor vehicles and parts industry and a
minor decline in the production of meat products
sector have been observed.
The report has a very descriptive approach and
is quite engaging to observe the various changes
in the economy due to the trade agreements that
have taken place since 2002.
(Review by: Ramya Sahiti, IIFT Delhi)
FOCUS WTO, January-March 2015 (Vol. 17 No. 1)

TRADE facilitation and logistics have become an

The Trade and Transport Facilitation Assessment
toolkit provides a simple and cost-effective
instrument to analyze bottlenecks in international
supply chains and prepare corrective measures. The
key insight of the TTFA is that considerable
knowledge can be easily obtained by interviewing
key participants in the commercial or procedural
transactions that combine to form international
supply chains. These participants include private
service providers such as freight forwarders,
exporters, transporters and bankers as well as
public agencies such as customs, port authorities,
and transport regulators. The toolkit helps design
plans of action to improve logistics performance
among its three main dimensions: infrastructure,
services, and procedures & processes.
This new TTFA toolkit was developed to meet
the growing demand for facilitation and logistics
reforms in an environment of increasing global
competition and expanded trade in intermediate
goods. It reflects practical experience and the
change in the nature of demand from developing
countries. The TTFA focuses on simplification and
harmonization of trade-related procedures and
identifies the opportunities for improving logistics
services, infrastructure, and the overall
performance of specific supply chains. It also
outlines practices to develop plans of action with
proper interactions with government agencies and
stakeholders.
This new edition of the toolkit provides an
opportunity not only to reflect the changes in the
trade environment and the need for additional
features in the toolkit, but also to benefit from the
experiences of the assessments already undertaken
based on the original edition. In 2001, the World
Bank issued the first Trade and Transport
Facilitation Audit (TTFA) toolkit based on an
original concept developed by John Raven. This
initial concept was extensively revised to give the
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new toolkit an increased operational focus. The
semantic change from audit to assessment also
reflects the expansion in scope and the emphasis
on development of implementable actions beyond
the initial diagnosis.
The experience of implementation of the TTF
Aproved the relevance and the ease of using this
instrument. Since 2001, it has benefited many
countries, from least developed countries to
emerging economies, as part of the preparation of
trade or transport projects, such as corridor
development. The aim of the toolkit is to appeal to
a wider audience, including policymakers,
economists, development agencies, private sector,
and academia. It also works towards the expansion
of the pool of global and local skills available for
trade facilitation and logistics activities. The toolkit
is designed to help by providing a first cut at
identifying the bottlenecks and break the ground
for in-depth work. Its scope is very comprehensive,
yet it is not an encyclopedia of trade and logistics,
but rather a guidebook.
(Review by: Saman Nayyar, IIFT Delhi)

Border Management Modernization,
World Bank Publications, 2011.

BORDER clearance processes by customs and other

agencies are among the most important and
problematic links in the global supply chain. Delays
and costs at the border undermine a country’s
competitiveness, either by taxing imported inputs
with deadweight inefficiencies or by adding costs
and reducing the competitiveness of exports as well
as the reliability of exports. Any progress related
to trade barriers such as high tariffs has, however,
been undermined by the high costs and
administrative difficulties associated with outdated
and excessively bureaucratic border clearance
processes which are now often cited as more
important barriers to trade than tariffs. Inefficient
border processing systems, procedures, and
infrastructure result in high transaction costs, long
delays in the clearance of imports, exports, and
transit goods, and present significant opportunities
for administrative corruption. They essentially
undermine a country’s competitiveness in the
international marketplace. Governments around
the world are therefore placing increased emphasis
on border management reform designed to
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remove unnecessary barriers to the flow of
legitimate trade across their borders. However,
it continues to remain an area where little effective
guidance is available to reformers and development
professionals looking to change processes and
structures for the better.
To counter these issues and to provide practical
and concise solutions to these very real problems
faced by countries, the World Bank published the
Border Management Modernization Handbook in 2011.
The Handbook provides border management
policymakers and reformers with a broad survey
of key developments in and principles for
improving trade facilitation through better border
management, including practical advice on
particular issues. In contrast to the traditional
border management reform agenda, with its focus
on improving customs operations, this book
addresses both customs reform and areas well
beyond customs – a significant broadening of scope.
This book is based on the concept of collaborative
border management. The Collaborative Border
Management concept shifts the focus beyond the
traditional customs-specific trade facilitation
agenda to a new and more comprehensive “wholeof-government” approach to reform that relies less
on institution-specific reform and more on a wider
trade supply chain–focused approach designed to
tackle the major barriers traders face when
navigating the frequently complex and opaque
regulatory requirements that governments impose
on international trade. This book is designed to
shed new light on these problems and to identify
a range of strategies that will help officials meet
their traditional control responsibilities while at
the same time facilitating legitimate trade. It also
provides advice to development professional and
key policymakers about what works, what doesn’t
and why. The contributions to the volume make
clear that there are no simple or universally
applicable solutions. Instead, the aim is to provide
a range of general guidelines that can be used to
better understand the complex border
management environment and the interdependencies and interrelationships that
collectively need to be addressed to secure
meaningful change and improvement.
(Review by: Saman Nayyar, IIFT Delhi)
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Trade Facilitation – WTO’s Extended Endeavour
R. Ramya Sahiti*
Trade Facilitation

• lack of automatic data submission.

Trade facilitation is the process to help make
trade across borders (imports and exports) swift,
less expensive and more predictable, also fortifying
its safety and security.

The objective of the WTO’s trade facilitation
negotiations is to clarify and improve three articles
of the General Agreement on Tariffs and Trade
(GATT) concerning:

In a narrow sense, trade facilitation deals with
the logistics of moving goods through ports or
moving customs documentation related to crossborder trade. Broadly, it includes the conditions
in which trade transactions take place, including
the transparency and professionalism of customs
and regulatory environments, as well as
harmonization of standards and adherence to
international or regional regulations.

• the transit of goods,
• fees and formalities (documentation and
procedures), and
• the transparency of laws and regulations.

The four pillars of Trade Facilitation are:
Simplification

Harmonization

Transparency

Standardization
TRADE
FACILITATION

The problems due to lack of trade facilitation
are:
• vast amounts of red tape,
• document requirements that lack transparency
and involve duplication,
• lack of cooperation between traders and
customs agencies, and

How it all Started
Singapore Ministerial Conference
Attempts to launch discussions on Trade
Facilitation started in the 1996 Singapore
Ministerial Conference which gave the WTO an
initial mandate to simplify the trade procedures
and assess the scope for WTO rules 1. This was a
compromise between those countries which
already had an inclination towards a multilateral
trade agreement and those developing countries
which were doubtful about prospects of
negotiations.
Also, the Uruguay Round had ended in 1994
and most nations were engaged with
implementing its results. Many developing and
least developed countries had issues with taking
up any more additional commitments. The
implications of the Uruguay Round were not
properly understood and had no quantifiable
information. The Singapore mandate addressed
these problems in two ways:
1

* IIFT Delhi
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Singapore Ministerial Declaration, WT/MIN(96)/
DEC, paragraph 21.
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(1) By paying special attention to minimize the
burden on least developed countries, with
limited resources.
(2) By initiating a technical co-operation
programme to members and facilitate their
participation.
But, even the supporters of the TFA (Trade
Facilitation Agreement) i.e. the developed and a
few developing nations (Chile, Costa Rica,
Columbia and Singapore) could not convince the
remaining nations to take up the negotiations.
After lowering the tariff barriers, the
importance of reducing the hurdles of non-tariff
barriers was acknowledged by various
Governments. But, they wanted them to be
recommendations rather than mandatory
requirements. The major issues discussed during
the Ministerial were about

UN. This led to addressing the scope of GATT
Articles V, VIII and X and their prospects.
Relevance of GATT Article V
For trading, many countries need to cross
borders to have access to sea and other markets,
especially the land-locked countries. For them, the
conditions for passage and the formalities of the
Customs in that country are the most important
elements.
GATT Article V explains the freedom of such
transit which plays a major role in Trade
Facilitation.
Relevance of GATT Article VIII

(2) Trade and Investment by the Government,

Export and import of goods require traders to
complete various documentary procedures. The
amount of red tape involved is immense. This
further causes unexpected costs and delays. Article
VIII deals with the simplification and minimization
of this complexity.

(3) Transparency in the Government interventions,

Relevance of GATT Article X

(4) Trade Facilitation.

When traders have information regarding the
rules and conditions of different countries, they
can take better decisions and improve their
logistics. Article X describes the principles of
international trading, i.e. transparency of existing
trade regulations and their application.

(1) Trade and Competition,

Out of the four issues discussed in the
Singapore Conference, only Trade Facilitation was
not allotted a specific Council to work on the
negotiations further.
Work on Trade Facilitation (TF)

Seattle Ministerial 1999

After the Singapore Conference, conversations
started on defining a scope for WTO that would
not intersect with the other organizations such as
the World Customs Organization (WCO) or the

The TF supporters were most of the developed
nations and a few developing nations such as Chile,
Colombia, Costa Rica, Republic of Korea, Paraguay
and Singapore. Morocco joined later, but stopped

GATT Articles

Provision

Article V: Freedom of Transit

Freedom of movement through the territory of each contracting party is to be assured for
goods (and their conveyance), which are destined to or come from any other contracting
party. Such traffic must be allowed to move via the most convenient route; is to be exempt
from customs or transit duties; and is to be free from delays or restrictions.

Article VIII: Fees and Formalities
Connected with Importation
and Exportation

In order to minimize impediments to trade due to customs procedures, fees charged by
customs officials must be limited to the approximate cost of customs services; they are
not to be used for protective or fiscal purposes. Contracting parties are expected to
decrease and simplify their documentation requirements, and are not to impose substantial
penalties for breaches of customs regulations such as clerical errors.

Article X: Publication and Administration
of Trade Regulations

The basic “transparency” obligation requires contracting parties to ensure prompt publication
of laws and regulations affecting imports and exports so that foreign governments and
traders may clearly understand them. It provides that increases in customs duties and
more burdensome restrictions on imports may not be enforced until such measures have
been officially published.
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being involved soon. They were called the
Colorado Group. Though this did not develop
further, many member nations were interested in
additional research in Trade Facilitation. The plan
was to probe into the three GATT articles, i.e. V,
VIII and X and reduce red tape in trading. But, the
Seattle Conference was a disappointment and did
not work out.
Following the Conference, the Colorado Group
decided to pursue a different approach where they
would concentrate on recognizing the uses of trade
facilitation and methods of implementing it.
Doha Ministerial Round 2001
As the setup for the next round of WTO began,
the Colorado Group members became active in
taking up the case of implementation of Trade
Facilitation. A new group called the “Core Group”
came up which made efforts to delay the
negotiations. They were countries like Bangladesh,
Egypt, India, Indonesia, Jamaica, Kenya, Malaysia,
Mauritius, Namibia, Nepal, Nigeria, the
Philippines, Rwanda, Tanzania, Uganda,
Venezuela, Zambia and Zimbabwe.
They started spreading their apprehension in
the developing nations about new laws being
implemented.
The Conference resulted in bringing the Trade
Facilitation close to negotiations but could not start
the actual launching stage. They came to a
conclusion that further negotiations would take
place in the Fifth Session of Ministerial Conference2.
The members of WTO soon realized that the
agreement for Trade Facilitation would not take
place in the immediate future. There were
differences at every turn, including whether the
negotiations should actually happen.
Doha Cancun Ministerial 2003
One month before the Conference, a document
was drafted which contained both the arguments
(i) Negotiations should be launched, and (ii) The
circumstances do not call for Trade Facilitation and
further clarification would be required before even
launching the negotiations.
2

Paragraph 27 of the Doha Ministerial Declaration.
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After the Ministerial opened, the text was
discussed but immediately failed as the four
Singapore Issues were combined into one of which
Trade Facilitation was the least important. Many
countries were against this mainly because they
felt the advancement of individual issues would
hamper their specific concerns.
But, the members were not only to be blamed.
The document led to the fall away of the discussion
in the Conference. The main problems raised by
the Core Group were:
• The country was deficient of the capacity and
resources to execute the outcome of the
negotiations.
• There would be additional clauses on dispute
settlement which would further delay the
procedures.
• Their own country would not benefit as much
as the developed countries.
• Amount of assistance that the developing and
least developed countries would be given in
implementing the Trade Facilitation.
• Amount of linkage of Trade Facilitation to the
country’s individual issues.
The failure of this Conference caused the Trade
Facilitation to fall behind and any past advancement
was brought back to square one again. There were
no referral terms and no foundation to work upon.
But, the Core Group members didn’t want the
complete removal of these negotiations. Discussions
took place at a lower technical level at the General
Council meetings.
Doha Work Programme 2004
A different strategy was adopted this time and
the discussions were continued in the General
Council. The Work Programme consisted of an
important text where the procedures for
negotiations were clearly defined. This was an
important instrument in finalizing the TFA. It even
contains parts of the final agreement such as: the
Special and Differential Treatment for Developing
Countries 3 which states that "the extent of
3

JOB(04)/96, Annex D (https://www.wto.org/
english/tratop_e/dda_e/ddadraft_30jul04_e.pdf)
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entering into the agreement would be in
proportion to the capacity of the developing and
least developed countries in implementation of
TFA".
The Core Group members prepared a counter
argument proposal with emphasis on the support
to be given to the developing and least developed
countries for implementation and improvement of
infrastructure for Trade Facilitation. This assistance
was to be provided by the developed countries
which could furnish them with financial and
technical support before, during and after its
implementation. The proposal suggested some rules
regarding the dispute settlements by WTO.
The Core Group supported the negotiations by
this time. As suggested by India, the proposal
contained the statement that negotiations would
clarify many doubts and suspicions regarding law
and preferential treatment towards other member
nations.
After many discussions and compromises from
both the groups, Colorado and Core, they came to
an agreement called ‘July Package’ in July 2004.
The main objectives to be discussed in the next
Conference were:
• Improving different elements of GATT Articles
V, VIII and XX.
• To ease the clearance procedure of goods, both
in transit and during Customs.
• Cooperation between Customs and the people
with related issues.
• Financial and Technical support by the developed
nations.
Later, the financial assistance was eliminated.
If the support was actually required in
implementing the infrastructure and the developed
nations were not assisting, then the developing
and least developed countries had an option to
leave out that clause. The need assessments for
each Member would classify each country into the
following two categories:
• Those reforms that they have already undertaken
or that they consider can be undertaken
relatively easily and that they can therefore
agree to implement straight away, as soon as
the agreement is finalized.
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• They require not only time but also technical
assistance and capacity building support in order
to complete satisfactorily.
Special and Preferential treatment for
developing and least developed nations was also
an important aspect in the negotiations. Though
the concept of a grace period was not favoured by
the WTO, it was to be given based on the level of
infrastructure in that country, the requirement of
assistance and the commitment by the nation.
The evaluation of the infrastructure and capacities
in each country had to be done on an individual basis
by the WTO. This would introduce a new level of
transparency in the allowance of Special and
Preferential treatment to each country. This was a
customized step for the WTO which used to
historically differentiate countries on the basis of
developed, developing and least developed nations.
Initially, there were many countries which
preferred to get exempted from implementing
various parts of Trade Facilitation. But, after
finding out the actual advantages, they started
pursuing for support rather than a preference for
exemption.
This Special and Preferential treatment
segment led to further negotiations and raised
expectations by all the countries. But, later on, this
led to the elongated discussions and almost ten
years to come to a conclusion.
All the issues in the next Doha Round were
defined except the Trade Facilitation which came
to a conclusion after the Doha Work Programme.
Soon, the Negotiating Group was formed along
with the Chairperson, Ambassador Muhamad
Noor of Malaysia. He was a previous Chairman of
the Core Group and this worked for his cause. The
members were content with his pre-negotiating
phase decisions. He came up with a memberdriven plan where the members themselves would
provide solutions and the Chairperson would just
serve as the Facilitator.
In many negotiations, only some members used
to take part called Green Room Meetings. Using
Noor method, all the members were involved and
the final decision was inclusive of all their approval.
The negotiations received many proposals on
GATT Article V, VIII and X, about a hundred in
the first twelve months.
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Hong Kong Ministerial 2005
Unlike the previous Conferences, the Hong Kong
Ministerial had the proposal of Trade Facilitation
which was agreed upon in Geneva during the General
Council meetings. There was progress along with
discussions on further efforts for strengthening it.
But, there was no specific time-frame and the
discussions continued instead of actual negotiations
taking place. So, the Ministerial decided on defining
a deadline for the negotiations4. Another major issue
was the lack of a proper mechanism for the
implementation.
Though the conference tried to build up a
mandate for the developed countries to assist in the
implementation procedure, valuable time was lost on
discussing the text for the proposal rather than the
work to be done on TFA. There was no finite
conclusion from the negotiations.
It was decided that the end of the year would
mark the end of the Doha Round as well. But, this
was just another deadline which would be missed.
As the situation was turning derogatory, the Deputy
General suspended all negotiations, which included
both progressive and standstill issues.
Six months later, the work resumed and further
drafts and proposals were submitted to the WTO.
They were compiled into a "Draft Consolidated
Negotiating Text" which became a prospective draft
of the TFA. This was released four years later, i.e. in
December 2009. The Negotiating Group continuously
worked and consolidated it after discarding two
thirds of the unnecessary texts.
Bali Package
The Chairperson appointed four Ambassadors
for reducing the Draft further.
(1) Mario Matus from Chile – Work on
transparency and customs cooperation
(2) Remigi Winzap from Switzerland – Work
related to GATT Article VIII and Transit of
goods

(4) Michael Stone from Hong Kong – Work associated with Special and Preferential Treatment.
With the involvement of the Director General
of WTO, Roberto Azevedo, the process turned
multilateral and drafting became swift. Using his
‘Bottoms- Up’ approach which mandated that the
WTO act as the Facilitator and the Negotiating
Members as the actual decision-makers, he made
the procedure transparent and diplomatic. Any
issues related to a few countries were discussed
with them and solved in bilateral meetings.
The final draft was prepared and presented in
the General Council, a few days prior to the Bali
Conference. At the Conference, the draft was
approved, ten years after the negotiations started.
Bali Ministerial Conference 2013
At the Ninth WTO Bali Conference, all the
members came to an agreement on different issues
of Trade Facilitation. Three different proposals
were made as a part of the agricultural elements.
Two were by the G20 coalition, which consisted
mainly of the agricultural exporters, regarding the
tariff and quota administration and export
subsidies. The third one was by the G33 Coalition
on food security.
The negotiations were taken up under the
newly appointed Director General, Roberto
Carvalho de Azevedo. The Bali Package was finally
approved by many nations and the final TFA
constituted of the elements related to reduction of
cost of trading, easier and better customs
procedures, reduction of red tape and
improvement in efficiency and transparency.
While most developed countries have realized
the importance of Trade Facilitation, several other
least developed countries were reluctant to take
up binding promises without any financial
assistance. Some did not agree because their
perception was that trade facilitation would
increase imports and add very little to the supply
side of exports.

(3) Fred Agah from Nigeria – GATT Article X
dealing with procedures of exports and
imports

Keeping these issues in mind, the final TFA
adopted had the following three segments:

Hong Kong Ministerial Declaration, WT/MIN(05)/
DEC, Annex E, paragraph 4.

– Issues related to movement, release and
clearance of goods, along with those in transit.

4
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– It improves on the GATT Articles V, VIII & X.
– It also discusses the specifications of customs
cooperation.
• Section II:
– Special and Preferential treatment for
developing and least developed nations.
– Identify conditions of the Trade Facilitation
which could be implemented with technical
support and capacity building.
• Section III:
– A national committee is required in every
nation to adopt the TFA.
– It would facilitate coordination and
implementation of the provisions of the TFA.
The main problem addressed was to establish
a link between Sections I and II. For this purpose,
the final agreement also consisted of categories
within which the developing and the least
developed countries could differentiate themselves
based on their implementation capacities:
• Category A: includes those provisions that will
be implemented immediately upon the
agreement’s entry into force.
• Category B: includes those commitments that will
be implemented after a “self-selected” transition
period.
• Category C: involves those commitments that
will require both a self-selected transition period
and technical assistance. Under this last category,
an innovative mechanism ensures that assistance
arrangements be notified by donor countries
before LDCs would be obligated to notify their
definitive implementation date, therefore linking
implementation obligations to the provision of
technical assistance and capacity building.
To bring an agreement into action, two-thirds of
the WTO’s members must approve it. A committee
was formed to introduce the agreement, prepare a
protocol of the Amendments and receive notifications
from the Category A Commitments.
In countries where the reforms have been
implemented, initial expenses for executing the
measures were provided using financial assistance
from the developed nations. But, the annual
operating expenses are difficult to allot in the
customs and regular operating budgets. The TFA
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gives efficiency enhancements which allot all the
costs in specified heads.
After the Agreement, it was found that many
private sector companies and agencies have
assisted in improving the Trade Facilitation
implementation. Also, the international community
has taken up the financial assistance seriously
through the development banks, aid agencies, etc.
The trade facilitation has brought forward various
mechanisms to determine the links between
obligations to implement and provide assistance.
Conclusion
The Trade Facilitation negotiations bring up
several other aspects for further consideration. The
shift from the conventional thinking to the
multilateral bottoms-up approach was disruptive
and provided a way forward in dire circumstances.
Implementation, which was shunned by many
nations, became a serious consideration. Instead
of the traditional differentiation of countries based
on development, the individual, country-bycountry and measure-by-measure approach was
innovative and integral to the entire process.
Despite the neverending discussions, emphasis was placed on the procedures and processes
rather than the policies. Also, the open ended
formulation of strategies was carried out including
every nation in every discussion. The success of
the Trade Facilitation negotiations has set up a
benchmark for the other difficult negotiations.
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