UNITED
NATIONS E

'%g“’)) Economic and Social
=,

2 Council Distr.
GENERAL
TRADE/ 1999/ 1

26 March 1999

ORI G NAL: ENGLI SH

ECONOMIC COMMISSION FOR EUROPE

COW TTEE FOR TRADE, | NDUSTRY AND
ENTERPRI SE DEVEL OPMENT

Third session, 8-10 June 1999
I[tem 4 of the provisional agenda

SURVEY OF RECENT DEVELOPMENTS | N | NTRAREG ONAL
TRADE RELATED COOPERATI ON

Not e by the secretariat

I nt roducti on

1. The purpose of the current survey is to provide a brief review of
recent trade-related devel opnents in the UN ECE regi on which are of rel evance to
the Committee for Trade, Industry and Enterprise Devel opnent. At the heart of this
docunent are the main trade-related policy events, including new initiatives,

whi ch took place between the end of 1997 and March 1999 having inplications for

i ntraregi onal trade. Special attention has been accorded to those trade-policy
measures that affect countries with economes in transition

2. Assi sting countries with economies in transition to better
participate in

the European and international econony is at the heart of the UVECE s activities.

These activities include various types of support |linked to the enlargenent of the

EU and the creation, extension and application of select parts of the EU s acquis

communautaire. In particular, inplementing UN ECE nornms and standards throughout

the region directly contributes to this inportant process.
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Docunent structure

3. Chapter | presents the trade-related activities of selected

i nternational organizations. This includes accession to the Wrld Trade

Organi zation (WO), as well as recent activities of the Wrld Intell ectua
Property Organi zation (WPO) and the Organi zati on on Econom ¢ Cooperation and
Security in Europe (OSCE). Chapter Il devotes attention to the relations of the
Eur opean Union (EU) with countries having econonmes in transition. The eastern
enl argenent of EU is considered prior to the presentation of the mgjor

devel opnents in the Phare and Tacis programmes. Transatlantic trade rel ations are
dealt with in Chapter I1l. Chapter IV takes a | ook at sel ected subregi ona
cooperation initiatives.

. | NTERNATI ONAL ORGANI ZATI ONS

A, Wrld Trade Organi zation: Accession of countries
with econonies in transition 1/

Accessi on procedure

4, The World Trade Organi zation (WO was established on 1 January 1995. It
basically took over and continued the procedures and practices of its parent
organi zation, the General Agreenent on Tariffs and Trade. Article XII of the WO
Agreenent sets out the guidelines for this process, while Article I X of the WO
Agreenent and the decision on its application (Decision-making Procedures Under
Articles I X and XII of the WO Agreenment - WI/L/93) |lay down the decision-nmaking
procedures invol ved.

5. For a country that wishes to join WIQ, the accession process starts with the
establishment of a Working Party to prepare: (i) a Report, (ii) Schedul es of
Concessions and Commitnents, and (iii) a Protocol of Accession containing the
precise ternms and conditions of accession. Follow ng this work, the applicant
country may be asked to engage in bilateral market access negotiations on goods
and services with individual Menbers. The entire package of Report, Schedul es and
Protocol is forwarded to the General Council for decision, after which the

Protocol is open for acceptance by the acceding country. It nust be renenbered

that each accession is principally a negotiation between the WIO Menber Countries
and the applicant Country.

6. An inportant factor influencing the pace of each accession is the acceding
country’s capacity to negotiate actively at the bilateral and multilateral |evel.
Even nore inportantly, success depends on the acceding country’ s ability and
commtnent to accept, inplenment and enforce the necessary | egal and adm nistrative
infrastructure. This infrastructure is necessary in order to ensure that,

foll owing the accession, the country is able to participate fully in the WO
framework of rights and obligations. Accession negotiations aimat achieving the
ri ght bal ance between (a) ternms of entry [keeping in mnd the capacities of

i ndi vi dual acceding countries], and (b) the need to maintain the credibility of
the WO system

1/ For further information on the Internet http://ww.wo.org.
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7. The WIO had 30 applicants for accession at the beginning of March 1999. Most
of these applicants were countries with economes in transition. Many of them face
sim |l ar problens regarding i ssues such as transparency, agriculture, trading
rights, state trading, |egal and adm nistrative structures, industrial subsidies,
Trade Rel ated I nvestnent Measures (TRIMs) and Trade Rel ated Intellectual Property
Rights (TRIPs). Alist of the countries negotiating accession and a brief overview
of these problem areas can be found in Annex |

B. Wirld Intellectual Property Organization

8. Under the auspices of its Working Party on International Contract Practices in
I ndustry, UV ECE and the World Intellectual Property Organization (WPO, with the
participation of WO and EU, held a Forum on the *“Enforcenent and Protection of
Intell ectual Property Rights in the countries of central and eastern Europe and
the CIS", 26-27 Cctober 1998. Over 250 persons participated. The Forum recogni zed
the need for followup activities to support institutional capacity-building in

t he areas of acceptance, use and protection of intellectual property rights in
countries with economes in transition. It also endorsed the establishnment of an
i nformal advisory group, consisting of both public and private sector

participants, to undertake such activities in cooperation with WPO and WO

C. Ouganization on Econonic Co-operation and Security in Europe

9. The Organi zation on Econonic Co-operation and Security in Europe (OSCE) has
initiated measures to pronote better economic contacts in the region. Relations
bet ween UN ECE and OSCE in the econom ¢ di nension continued to be close and
productive. UN ECE participated actively at the annual OSCE Econom ¢ Forum which
was held in Prague on 1-5 June 1998 where it contributed a paper on energy policy
and security. This report to the Forumwas presented by M. Yves Berthel ot,
Executive Secretary of UV ECE. Many of the activities falling under the auspices
of the Working Party on International Contract Practices (W. 5), are relevant to
the work of OSCE in the econom c dinension. UNECE will continue to cooperate
with OSCE in devel opi ng projects under the SPECA initiative (discussed below), as
well as in the context of the OSCE Econom ¢ Forum The seventh OSCE Econoni c Forum
will be held in Prague on 25-28 May 1999. The Forumtopic is the environment and
security.

1. THE EUROPEAN UNI ON 2/ AND COUNTRI ES W TH ECONOM ES
I N TRANSI TI ON

10. One of the European Union’s (EU) answers to the new era of interdependence
was t he European Comm ssion’s docunment Agenda 2000 for a Stronger and Wder Union
of 15 July 1997. It is a mediumtermreformplan for EU Apart fromthe

rei nforcenent of the Single European Market, Econom ¢ and Monetary Union (started
for the 11 EU countries on 1 January 1999), in this plan the EU is preparing
itself for the future when it is expected to enlarge eastwards.

2/ For information on the Internet, see http://eurunion.org/infores/
eui ndex. htm
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11. Any European State may apply to becone a menmber of the EU. 3/ This is the
treaty-based sufficient condition for a European country to be considered for ful
EU menbership. In addition, there are several other necessary econom ¢ and
political requirenents for entry. These were formally defined at the Copenhagen
sumrmit in 1993. In order to join EU, the potential candidate country rnust fulfill
three conditions:

. the country nust have a functioni ng market econony and the capacity to cope
wi th market conpetition within the EU

. the country nust have stable political institutions that guarantee
denocracy, rule of law, respect of human and minority rights;

. the country nust have the ability and willingness to take on the obligations

of menbership including the ains of political, econom c and nonetary union
i.e, to accept the acquis communautaire (the Comrunity patrinmony) inits
entirety. 4/

12. Anot her condition was subsequently added: the EU should be able to absorb
new memnbers w t hout slow ng down the process of overall integration
13. The above conditions for entry provide EU with a | arge degree of discretion

in the selection of new nmenbers. EU has so far invited five countries with
econom es in transition (Czech Republic, Estonia, Hungary, Poland and Sl oveni a)
and one market econony (Cyprus) to be partners in entry negotiations, these having
started on 31 March 1998. As EU is open to countries that satisfy the entry
conditions, it will carry out periodic surveys of the devel opments in other
applicant countries. It will subsequently decide on their eligibility for the
start of bilateral entry negotiations.

14. Oiginally, there was nmuch tal k about the costs of eastern enlargenent for
the EU in ternms of lost jobs in “sensitive” manufacturing industries. Oang to

t he Europe Agreenents, sensitive manufactured goods fromthe acceding countries
al ready enter the EU market free of tariff and quantitative restrictions. The
maj or continuing trade barriers are chiefly anti-dunping neasures. In addition
exports of sensitive products fromthe acceding countries to the EU have not
expanded rel ative to other products since the 1980s. Hence, one woul d not expect
a surge in acceding countries’ exports of sensitive manufactured products to the
EU as a consequence of further integration of these countries with the EU 5/

3/ Treaty of Rone: Article 237; Mastricht Treaty: Article O

4/ Acquis communautaire consists of around 80,000 pages of EU | egislation
(Agence Europe, 3 Decenber 1998). It includes all policies, |aws, practices,
obl i gations and objectives of EU the acquis communautaire increased in 1998 by
2,866 new EU regul ati ons. However, nost of those regul ations deal w th day-to-day
running of the EU and have a limted duration

5/ P. Brenton and F. di Mauro (1998). “Is there any potential in trade in
sensivie industrial products between the CEECs and the EU?”, Wrld Economy, p.303.
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15. Preparations for EU entry will require adjustnments on the side of acceding
countries. Short-termpriorities on the accession path include the reform of
internal markets, inprovenents in institutional and adm nistrative capacities
(including the judiciary) and in the environnent. As this will be costly, Agenda
2000 earmarked ECU 45 billion for the period 2000-2006 as pre-accession aid to the
accedi ng countries. 6/ These funds would cover only a part of costs that are
necessary to introduce and to enforce the acquis communautaire in these countries.
The rest would have to cone from other national and international sources. On the
ot her hand, EU itself will have to reformin order to accommopdate this new
enlargenent. It will have to change its decision-making institutions and revise
its policies in areas such as agriculture and cohesion

16. The acquis conmmunautaire is divided into 37 chapters for the purpose of
negoti ati ons. Follow ng a successful screening process, substantive enl argemnment
negoti ati ons on the first seven chapters started on 10 Novenber 1998. 7/ A snpoth
review of this part of the acquis communautaire should have a positive inpact on
the effective conclusion of negotiations. At the nmoment, relatively controversia

i ssues such as agricultural reform have been left for negotiations in the future.

A. The Phare 8/ Programme 9/

17. The Phare Programe started a decade ago. Originally, it was a neans to
coordi nate western European aid to Poland and Hungary in their transition process
to a market-based econom c system political pluralism and denocracy.
Subsequently, the country coverage of the Phare Programre expanded to ot her
countries with economes in transition

18. Since its inception, Phare has undergone at |east two mmjor changes. First,

its coverage has expanded to include nost central European countries so that, in
1999, it covered 13 countries. Second, it was re-oriented towards the exclusive

support of the EU enl argenent process in 1997.

19. Phare is now the principal channel for the EU s financial and technica

assi stance to and cooperation with central European countries. Its annual budget
in 1997 was ECU 1.27 billion, in 1998 ECU 1.39 billion and in 1999 ECU 1.63
billion and is expected to be ¥ 1.5 billion per year during the period 2000-06
(from1 January 1999, 1 i= 1 ECU). This demand-driven programre is the single

| argest source of know how transfer to the beneficiary countries. Its current
objective is to assist in the preparation of countries for accession to the EU
Phar e- supported projects are shaped in conformty with the EU priorities

identified in the European Conmission’s Qpinions on eligibility to join the EU

6/ European Conmmi ssion (1997). Agenda 2000 for a Stronger and W der Union,
Luxembourg, p. 25.

7/ This part of the acquis communautaire has around 20,000 pages (Financia
Times, 10 Novenber 1998, p.3).

8/ Pol and, Hungary: Assistance for Econom c Restructuring.

9/ For further information of the Internet, see
http://europa. eu.int/comm dgla/ phare/index. ht m
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20. Assistance will be directed primarily to two areas in the future. First,
support to investnments in priority accession-related areas (70 per cent of the
Phare budget) is intended to assist candidate countries in adapting enterprises
and infrastructure to conformwith EU norns. Areas at the heart of these actions
i ncl ude competition, environment, and nuclear and transport safety. Second, the
strengthening of institutional and adm nistrative capacity for the inplenmentation
and enforcenment of the acquis conmmunautaire (30 per cent of the funds). A crucia
instrument for institution building is seen to be the secondnent of EU experts to
the accedi ng countries.

B. The TACIS 10/ Programe 11/

21. The Tacis Progranme was initiated by the EU in 1990, and
formally established a year later. Its origin lies in the recognition that
economi ¢ and social refornms in what was, at that tinme, the Soviet Union were

i nportant for peace and stability in Europe and the rest of the world.

22. Tacis support was offered first to the Soviet Union and, following its
disintegration, to the 12 Newy I ndependent States (N'S) and Mongolia. Because of
political problenms, Programre activities have been scal ed down since 1998 in

Bel arus and Taji ki stan. Assistance has al ways been based on the recognition that
there was a need to support movenment toward denocracy and a market economy.
Support has been given in two forms: know how and humani tarian aid. The Progranme
has become the world s | argest provider of grant finance to the Newy I ndependent
States. Assistance provided during 1991-97 period was ECU 3.28 billion. The budget
for 1997 was ECU 481 mllion, for 1998 ECU 565 million and for 1999 ECU 590
mllion.

23. The current Tacis programme will expire at the end of 1999. The new
Programme for the seven-year period starting in 2000 will on the average di spose
of around ¥ 500 million a year. It will also be refornmed according to the

foll owi ng principles:

. Instead of providing sinple technical assistance, the new programe wl |
support ongoi ng market-rel ated refornms, notivate investment and strengthen
denocracy and the rule of |aw. Cooperation anong the beneficiary States
shoul d al so be pronot ed.

. The inmpact of aid will be maxi m zed by a stronger concentration of nmeans on
a smaller nunber of projects that deal with denocracy, rule of law, aid to
the private sector, econom c devel opment, easing of the hardship that cones
fromtransition to the market econony, infrastructure, protection of the
envi ronnent and the devel opnent of rural areas.

. A quarter of the funds are earmarked for the promotion of investnent. This
wi |l go beyond the previous practice of providing only consultants and
st udi es.

. Up to a quarter of the funds are earmarked for the best projects. The

objective is to introduce an el enent of competition for the avail abl e funds.
______ iﬁf_?gchnical Assi stance for the Commonweal th of | ndependent States.

11/ For further information on the Internet, see
http://europa.eu.int/comidglal/tacis/index.htm
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. Differentiated treatnment will be given to the beneficiary countries with
support allocated according to each country’s specific needs. For exanple,
in Russia it would be rule of law, in the western and Caucasi an countries it
woul d be the creation of a favourable investnent clinmate, while in centra
Asia and Mongolia, it would be denocracy and public adm nistration

. Aid woul d be conditional on respect for human rights and denocratic
principles.

24, There will be an inproved system of managenent of the progranme. This

i ncludes the partial disbursement of funds, with each di sbursenent contingent on
the results of use of the preceding disbursenment. In addition, partner countries
will have to contribute nore to the funding of each project in order to becone
partners in fact, as well as in nane.

['11. TRANSATLANTI C TRADE RELATI ONS

25. Over the past two years, in addition to being the |eading participants in
international trade, the United States and EU continued to be each other’s | argest
tradi ng partner and nost inportant source and destination for foreign direct

i nvestment. The two-way trade of goods and services was over ECU 400 billion in
1997. At the sane tinme, the United States invested over ECU 21 billion in the EU
while EU invested over ECU 37 billion in the United States in 1997. This

i npressi ve degree of interdependence was reinforced by a nunber of inportant
actions.

26. The United States and EU have al so carried out a significant political and
econom ¢ cooperation agenda in the area of trade policy during the last two years.
These cooperative efforts have been pursued in the context of the inplenentation
of the New Transatl antic Agenda (NTA) adopted at the EU-United States Summit in
Madri d on 3 Decenber 1995. The NTA contains a substantial chapter on econom c and
trade i ssues. However, in spite of these devel opnents, there was sone friction
between the two Transatlantic partners.

27. In shaping the trade and econom ¢ work progranme set out in the NTA, the
United States and EU were able to draw on the recommendati ons of the business
comunities on both sides of the Atlantic made under the auspices of the

Transatl antic Business Dialogue (TABD). In line with the recommendati ons of the
TABD, the main focus of NTA provisions relating to trade and other economnic
relations is the strengthening of the nultilateral trading system In this context
EU and the United States have worked together in WIO to concl ude the Information
Technol ogy Agreenent and the Basic Tel ecomuni cati on Services Agreenent (which
together |iberalize around one trillion dollars in trade in goods and services),
as well as the Financial Services Agreement. In WIO, the Transatlantic partners
have cooperated effectively in the conplex accessi on negotiations for new WO
Menbers, such as China and Russia. In the O ganisation for Econom c Co-operation
and Devel opnment, EU and the United States have contributed to the conclusion of a
conpr ehensi ve convention to combat corruption

28. The bilateral section of the NTA has as its centrepiece the commtment to
progressively reduce or elimnate barriers to the fl ow of goods, services and
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i nvest ment between EU and the United States. Again, in line with the TABD
recommendati ons, particul ar enphasis has been | aid on standards, certification and
regul atory issues, calling for cooperation in the international standards-setting
process, the conclusion of mutual recognition agreenents for testing and
certification and enhanced regul atory cooperation

29. I mpl ementation of the NTA has contributed to various agreenents and
initiatives since 1997. This shows the breadth and depth of the cooperative
rel ati onship between the two partners. These agreements are outlined in annex I

30. Despite these cooperative efforts, transatlantic trade and investnent remain
hanmpered by a significant nunber of inpedinents, mainly of a non-tariff kind. In
addition, given the inmportance of econom c relations between the two partners it
may not come as a surprise that there have al so been disputes. For exanple, the
United States’ objection to the special EU system for banana inports has resulted
in what has been the | argest disagreenent in a nunber of years between the
Transatl antic partners. However, there are expectations that this issue will be
solved within the WO system O her problem areas include the inpact of different
regul atory approaches in sensitive areas such as biotechnol ogy, food safety and
data privacy. Al this has increased the pressure to raise the level and quality
of bilateral cooperation. In addition, the failure of the OECD Miultil atera
Agreenent on Investnent discussions to come to a conclusion has |eft open a nunber
of issues related to FDI

31. It was with the above situation as background that EU and the United States
| aunched a new initiative in the first half of 1998: the Transatlantic Econom c
Partnershi p. The objective of this partnership is to address certain open issues
in trade relations in a nore conprehensive way.

Transatl antic Econom ¢ Partnership

32. At the London EU-United States Summt of 18 May 1998, the Leaders gave
additional inpetus to efforts towards a further reduction of barriers that hinder
transatlantic business. In a joint statement on the Transatlantic Econom c
Partnership (TEP), they identified a series of multilateral and bilateral actions
to strengthen their cooperation, to reduce frictions and to pronote prosperity on
both sides of the Atlantic. Summt Leaders agreed to establish a Plan, with a
timetabl e for achieving specific results by the end of 1999, as well as to take
all necessary steps to allowits early inplenmentation. This Plan was finalised in
Novenber 1998. Anmong other things, the plan will create high-1evel groups on

bi ot echnol ogy and environment in order to identify potential hazards and set up a
rapid alert systemfor food safety. It will also pave the way for further nutua
recogni ti on agreenents where both sides accept that |aboratories can certify
product conpliance with the other’s standards.

33. In the prevailing situation where nore traditional tariff and quota barriers
to trade have been alnost elim nated, trade and investnent flows continue to be
hanmpered by barriers essentially of a regulatory nature. In this context, the goa
of the TEP initiative is twofold:
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. to cover those trade issues, in particular non-tariff barriers, which really
matter for transatlantic business and which, if properly tackled, prom se
substantial new econom c opportunities for firnms and consuners;

. to stinulate further nmultilateral |iberalization through pioneering work at
the bilateral |evel and closer EU-United States cooperation in nmultilatera
trade foruns, in particular WO

34. More specifically, in the nultilateral field, TEP foresees the reinforcenent
of cooperation on nultilateral trade issues through the establishment of a nmulti-
faceted regular bilateral dialogue. In the bilateral field, specific commn
actions are envisaged in the areas of: technical barriers to trade; services;
government procurenent; intellectual property; consunmer and plant health and

bi ot echnol ogy; environnent; |abour and el ectronic comerce. In the first four of
these areas, cooperation should also take the formof formal bilatera
negoti ati ons.

35. While tackling regulatory barriers, special attention is always accorded to
a high level of protection of health and safety of consuners and the environnent.
Furthernore, both EU and the United States are comritted to ensuring that the
concerns of | abour, business, environnmental and consumer constituencies are
integrated into the TEP process. 12/

36. In the future, constantly evol ving and expandi ng transatlantic trade
rel ati ons and acconpanyi ng agreenents nmay have a much w der, positive spillover
effect on international nultilateral trade rel ations.

V. SUBREG ONAL COOPERATI ON

A.  Sout heast FEuropean Cooperative lnitiative 13/

37. The Sout heast European Cooperative Initiative (SECI) is a regional framework
in which countries from and around the forner Yugoslavia 14/ are working together
to resolve technical obstacles to econonm c devel opnment and facilitate their
integration into European structures. Conceived on the basis of an agreenent
between EU and the United States, 15/ SECI held its inaugural neeting in Decenber
1996. Dr. Erhard Busek, forner vice-chancellor of Austria, acts as SEC
Coordi nator. UN ECE provides SECI with technical and project managenent support,

12/ Further official information on transatlantic trade policy can be found
at: http://ww. doc.qgov/; http://europa.eu.int/comidg01l/dgl. ht m

13/ http://ww. unece. orqg/seci/.

14/ Al bani a, Bosnia and Herzegovi na, Bulgaria, G eece, Hungary, Republic of
Mol dova, Romani a, Slovenia, the Former Yugoslav Republic of Macedonia and Turkey.
Croatia has not formally adopted the SECI “Statement of Purpose”, but participates
in the Agenda Committee and several project groups. An invitation to the initia
meeti ng of SECI was extended to FR Yugoslavia and then withdrawn in |ight of
recent events in the country.

15/ SECI is supported by Austria, Italy, Switzerland and the United States.
The European Conmmi ssion participates in the Agenda Comm ttee and many of the
proj ect groups.
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as well as serving as an underlying intergovernnental forum in which al
Partici pati ng and Supporting States are equal nenbers.

38. Each Participating State appoints as its SECI National Coordinator a high-
ranki ng government official who represents the country on the Agenda Conmittee,
SECI’ s decision making body. It is responsible for identifying common areas of
concern related to the region’s econony and environnent, as well as approving and
monitoring the regional projects which formthe basis of SECI's activities (e.qg.
border crossing, cooperation anpbng stock exchanges). The Agenda Commrittee hol ds
its meetings four tinmes a year at the UN offices in Geneva.

39. One of the primary objectives of SECI, as established in its Statenent of
Purpose, is to encourage involvement of the private sector by creating a regiona
climate that is conducive to private investnent. The Business Advisory Council to
SECI, a voluntary body of business |leaders fromw thin and around the region, is
the primary instrunent for inplementing this objective.

40. SECI is not intended to be a “grant-in-aid” programme. |Its focus is “help
for self-help.” Experts from Participating States pay their own expenses to
participate in project group meetings. This financial obligation has been an
obstacle to participation by countries with serious economc difficulties, but has
al so contributed positively to the “results orientation” of SECH projects. The
participation of experts fromthe UN ECE secretariat has been possible through
extra-budgetary funds fromthe United States and by orienting part of the UN ECE s
Regi onal Advi sory Services programe to support SECI

41. As SECI begins its third year, the UNVECE will supplenment its project

support with assigned country responsibilities. In addition to providing technica
expertise to specific projects, nenbers of the UV ECE secretariat will assist the
SECI National Coordinators, as well as the Permanent M ssions in Geneva, wth

i nformati on and advice on different aspects of the Initiative. By virtue of its

i nvol vement with other regional initiatives and its ongoing working relations with
EU, UNECE is in an excellent position to assist various regional groupings, wth
overl apping country participation, to avoid duplication of effort.

B. United Nations Special Programme for the Econom es of
Central Asia (SPECA) 16/

42. SPECA is an emerging programe for subregional cooperation. It was initiated
by Kazakhstan and supported by all countries of central Asia and the
Secretary-Ceneral of the United Nations. The Executive Secretaries of UN ECE and
ESCAP di scussed SPECA with the Presidents of Kazakhstan, Kyrgyzstan, Tajikistan
Tur knmeni stan and Uzbeki stan in 1997 and 1998. They have agreed, in general, that
SPECA can contribute to regional cooperation and pronote snooth econom c rel ations
in areas where conpeting or conflicting interests may create tensions. This is of

16/ http://ww. unece. org/ operact/.
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particul ar inmportance at this tinme, when world financial and economc turmoil has
put the countries of the region in an especially difficult position. A concept
paper on SPECA, presenting organi zational details and methods of operation, has
been di scussed anong the participating countries. It is expected to be formally
adopted in the near future. The practical work in some of the Project Wrking
Groups (PWS of the Progranmme has al ready begun

43. The Programre provides for the inplenmentation of agreed projects of regiona
and national inportance in the areas of conpetence of the regional comm ssions of
the United Nations. Those areas include: transport, energy, trade policy and trade
pronmotion, protection of the environnent, devel opnment and managenment of natura
resources, industrial devel opment and investnent pronotion. The projects, to be
established by the respective Project Wrking Goups of the Progranme, would
contribute to establishing a favourabl e econonmic environment with a focus on

regi onal policies. The successful inplenmentation of the projects would lead to

i ncreased cooperation anong the countries of central Asia and their closer
integration into the world econony.

44, The Presidents of Kazakhstan, Kyrgyzstan, Uzbekistan and Taji ki stan, and the
Executive Secretaries of UN ECE and ESCAP signed, on 26 March 1998, the Tashkent
Decl arati on on SPECA where they state their will to adopt and inplenent the
Programme. In order to make SPECA operational, the Heads of States have requested
their respective Governnents to act jointly with UN ECE, ESCAP and United Nations
resident coordinators in the participating Sates. They are to devel op an agreed
organi zational structure and establish institutional arrangenents for the
programme, as well as to explore possible financial arrangenents. As soon as the
preparatory process is conpleted, SPECA will be officially presented to the

i nternational community. Turkmenistan officially indicated its intention to join
the Tashkent Declaration and participate in SPECA projects in Septenber 1998.

45, The Programre will focus, during the first stage of its inplenmentation, on
projects in the foll owi ng areas:

. Devel opnent of transport infrastructure and cross-border facilitation (Iead
country: Kazakhstan);

. Rational and efficient use of energy and water resources of central Asia
(lead country: Kyrgyzstan);

. I nternational Econom c Conference on Tajikistan and a joint strategy for
regi onal devel opnent and attraction of foreign investnent (lead country:
Taj i ki stan);

. Regi onal cooperation on the devel opment of nultiple routes for pipeline

transportati on of hydrocarbons to gl obal nmarkets (lead country:
Tur kneni st an),

. I ndustrial restructuring with a viewto creating internationally conpetitive
manuf acturing industries (lead country: Uzbekistan).

46. Since the adoption of the Tashkent Decl aration, the established |ead
countries and the two United Nations regional comm ssions have been working on
form ng Project Wrking Goups (PWss) and preparing the background “di agnostic”
papers for the first neetings of the PWGs.
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47. The PWG on Transport and border crossing held its first session from20 to
22 Cctober 1998 in Almaty. It considered alternative ideas for the substance of
its Programme of Work through 2001. It also agreed to return to cooperation issues
after national preparatory work and consultations with various internationa

organi zati ons. The PWG agreed to focus, at the first stage of its work, on border-
crossing and transit-facilitation issues. The SECI experience was di scussed and
will be applied in the SPECA context. The next PWG neeting is schedul ed for Apri
1999.

48. The first session of the PW5 on Energy took place in Bishkek on 20 and 21
November 1998. The participants agreed to consider problemissues in the area of
rati onal and efficient use of energy and water resources in Central Asia and to
work toward their solution on the basis of international norms, standards and
experience. The second neeting of this PAWGis scheduled for April 1999.

49. UN/ ECE and ESCAP started preparatory work for the first session of the PWG
on an Internati onal Econom c Conference on Tajikistan. A background docunent for
the Conference (a draft of the Mediumterm strategy of economi c reconstruction
recovery and refornm) is in preparation. Provisionally, the first session of the
PWG on Tajikistan is scheduled for May 1999.

C. Central European Free Trade Agreenent (CEFTA) 17/

50. During the | ast two years CEFTA countries have strengthened their sub-

regi onal integration, recognizing that certain objectives may be easier to achieve
as a group, rather than as individual countries. Regular consultations now take

pl ace at all |evels. These are crucial for regional cooperation because of the
simlarity of problenms between the countries. Mreover, the EU observes these
relations in order to determne the maturity of the accession candidate countries
in the area of international cooperation

51. The main objective of the group is a gradual |iberalization of trade and
creation of a free trade area. In spite of the fact that CEFTA countries trade
nmostly with the EU, its nmenbership has expanded to seven countries. The origina
menber countries: the Czech Republic, Hungary, Poland and Sl ovakia were joined by
Slovenia in 1996, Romania in 1997 and Bulgaria in 1998. Wth its 98 mllion

i nhabi tants, the consunption capacity of the group is considerable. Wthout
CEFTA, central Europe would | ack an expandi ng free-trade environnent. Countries
such as Latvia, Lithuania and Ukrai ne have al so expressed interest in joining
CEFTA.

17/ http://ww.uvi.si/ceftal/eng/informacje/index.htm-12.
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Annex |
ENTRY TO THE WORLD TRADE ORGANI ZATI ON

A. WO Applicants for accession as of 1 March 1999

Al bani a

Al geria

Andorra

Ar meni a

Azer bai j an

Bel ar us

Canbodi a

Chi na

Croatia

Estoni a

Ceorgi a

Jor dan

Kazakhst an

Lao Peopl e’ s Denocratic republic
Li t huani a

The Former Yugosl av Republic of Macedonia
Mol dova

Nepa

Oman

Russi a

Sanpa

Saudi Arabia

Seychel | es

Sudan

Tai wan Provi nce of China
Tonga

Ukr ai ne

Uzbeki st an

Vanuat u

Vi et Nam

B. Probl em Ar eas

Probl em areas on the way to accession to the WO i ncl ude:
The need for capacity buil ding

Many countries in central and eastern Europe started their process of transition
toward a market-based econom ¢ systemfroma position of relative di sadvant age
with regard to the institutional (e.g. custons, adm nistrative and | egal)
framewor k needed to participate in the international market-based tradi ng system
Al t hough institutions such as chanbers of comerce existed in these countries,
they were not accustoned to working in a market-based tradi ng environnment. The
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same is true for the entire |l egal framework. The establishnent of these capacities
and institutions may be a tinme-consum ng and costly task, but it is a task that
needs to be largely conpleted prior to WIO accession. At the sane tinme these new
institutional capacities can also help a country take advantage of its rights as a
WIO nenber. In this respect, organi zati ons such as the European Bank for
Reconstructi on and Devel opnent are helping to provide part of the resources
required for the building of the adm nistrative capacities in the acceding
countries.

Agricul ture

Agriculture has been a heavily supported and protected sector in all countries

t hroughout the world. Trade-liberalization neasures in the international market
for agricultural goods were started by the Uruguay Round Agreenent. Most countries
in economc transition have found negotiations on the Protocol on agriculture very
difficult. In certain countries agriculture contributes a significant part of the
GDP and enploynment. In addition, in many countries agriculture may al so be passing
through a difficult process of deep restructuring, privatization or even outright
crisis. In these circunstances, it is not always easy to expose this sector to
greatly increased international conpetition

Subsi di es

Export subsidies are regarded as instruments of econom c policy that distort trade
and i nvestnment flows. Therefore, WO nenber countries carefully watch the export
subsidies that are made in a direct or indirect way by their trading partners.
Commitnents on elimnation of export subsidies are usually requested from accedi ng
countries. Countries with economes in transition have seven years to phase out
export subsidies, However, countries that accede are asked, fromthe date of
accession, not to create any new subsi di es.

For ei gn i nvest ment

The WIO deals with investnment in the framework of TRIMs. The investnent issue is
al so considered in bilateral negotiations on services (e.g. the right of
establishment of specific service industries). WO nenber countries are interested
in a reduction and elimnation of restrictions on investnment, as well as the

i ntroduction and devel opnent of safeguards for protection of investnent. Usually,
there is a bilateral request (e.g. by the United States, Japan) to discontinue
restrictions fromthe accession date.

State trading and state-owned enterprises

The WIO accords great attention to state-trading and state-owned enterprises
because they tend to distort the free operation of market forces. In order to
enter the WIQ, state trading has to be brought into conpliance with WO

di sciplines (state trading is not forbidden as such, but there are certain rules
such as notification requirements or the need to operate on conmercia
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principles. The sane holds for any enterprise that enjoys special or exclusive
trading privileges. This is a rather difficult task in the countries in econom c
transiti on because of entrenched past practices.

Conpetition

Applicant countries need to introduce and enforce | egislation on anti-dunping,
countervailing and contingency trade-protection in conformty with the WO
agreenents. Other conpetition-related laws in order to preserve fair conpetition
in internal markets are not explicitly required. However, the spirit of WO is
that state-controlled enterprises and newmy privatized firns also need to face
“proper” conpetition in the domestic marketpl ace

Internal taxation

WIO applicant countries have different systens and rates of indirect taxation
This has to be aligned with the central GATT principle that inported goods nust
not be subject to national taxes and excise duties that are higher than those
applied to domestic goods.

Intellectual property

WIO exam nes the | egislation of applicant countries in order to determine if it
provi des sufficient protection of intellectual property rights and searches for
evi dence of enforcement of those codes. Governments of acceding countries are
usual ly asked to conply fully with the TRIPs Agreement fromthe date of the
accessi on.

Havi ng conpl eted t he accessi on process, Congo, Mngolia, Panama and Zaire joined
the WIO in 1997, Kyrgyzstan did the same on 20 Decenber 1998, while Latvia joined
on 10 February 1999. As a result, the WIO had 134 nmenber countries at the

begi nni ng of March 1999.
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Annex 11

AGREEMENTS | NI TI ATED BY THE NEW TRANSATLANTI C AGENDA
(Period 1997 to March 1999)

. Cust ons cooperation

The signature at the EU-United States Summit of May 1997 in the Hague of the
Agreenent on Custons Cooperation and Miutual Assistance in Custons Matters
covering, inter alia, sinplification of custons procedures, data and

per sonnel exchanges and increased investigative cooperation

. Mut ual Recognition Agreenment

The signature at the EU-United States Summt of May 1998 of a Mitua
Recogni ti on Agreenent covering specific areas (tel ecomrunication equi prment,
pharmaceuti cal s, nedical devices, electromagnetic conpatibility, electric
safety and recreational craft). This will allow EU bodies to carry out
conformty assessments to United States’ requirements, and vice versa, thus
el imnating considerable costs related to standards certification on either
side of the Atlantic. The Agreement entered into force on 1 Decenber 1998.

. Vet erinary Equival ence Agreenent

The negotiation of the EU-United States Veterinary Equi val ence Agreenent
aimed at facilitating trade in live animls and ani mal products was approved
by the EU Council of Mnisters in March 1998 (the Agreenent is not yet in
force).

. Positive Comty

The EU-United States Agreement on the application of positive comty
principles in the enforcement of their conpetition |aws was signed on 4 June
1998. The Agreenent is intended to i nprove cooperation by conplenenting the
1991 Agreement between the United States and EC regarding the application of
their conpetition |aws, w thout replacing them

. Regul at ory Cooperation

Regul at ory cooperati on was undertaken to make regul ators nore aware of the
trade and i nvestnent consequences of their decisions. The goal is to

di scourage the devel opnent of divergent regul ations, so that issues that

m ght ot herw se becone the source of a future trade di spute may be addressed
at an early stage. Several projects are already ongoing, including in the
fields of agriculture, food and bi otechnol ogy. At the EU United States
Summit on 5 Decenber 1997, the parties agreed on a Joint Statenent on how to
strengt hen Regul atory Cooperati on
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El ectroni ¢ Comrerce

The exam nation of key issues raised by the rapid growth of electronic
comerce. At the EU-United States Summit on 5 Decenber 1997, the parties

agreed on a Joint Statement on how to cooperate on the various aspects of
el ectroni c commerce which are now energi ng

Sci ence and Technol ogy Agreenent

A Science and Technol ogy Agreenent was signed on 5 Decenber 1997. The
Agreenent ainms at extendi ng and strengthening the conduct of cooperative

activities between EU scientific institutions and a range of governnent
research agencies in the United States.



