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EXPLANATORY NOTES AND ABBREVIATIONS

The following symbols have been used in the tables throughout the report:

Two dots (..) indicate that data are not available or are not separately reported.

A dash (—) indicates that the amount is nil or negligible.

A hyphen (-} indicates that the item is not applicable.

A minus sign (-) before a figure indicates a deficit or decrease, except as indicated.

A full stop (.) is used to indicate decimals.

A slash (/) between years indicates a crop year or financial year (for example, 1989/1990).

A hyphen (-) between years (form example, 1986-1990), signifies the full period involved, from the
beginning of the first to the end of the last year.

References to tons are to metric tons, and references to dollars($) are to Untied States dollars, unless
otherwise stated.

Annual rates of growth or change, unless otherwise stated, refer to annual compound rates. In most
cases, the growth rate forecasts for 1993 and 1994 are rounded to the nearest half of the percentage point.

One billion is equal to 1,000 million.

Details and percentages in tables do not necessarily add up to totals, because of rounding.

The following abbreviations have been used:

ADB Asian Development Bank

AFDB African Development Bank

AMS Aggregate Measurement of Support

APEC Asian-Pacific Economic Cooperation Forum

ASEAN Association of South-East Asian Nations

BBC British Broadcasting Corporation

bem billion cubic metres

boe/d barrel of o0il equivalent per day

CCFF Compensatory and Contingency Financing Facility (of the International Monetary Fund)
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CEAO

CEPII

CFA

CIS

CMEA

COMESA

COMTRADE

CPI

CSCE

DSB

DSU

EC

ECA

ECE

ECLAC

ECU

EFTA

EMU

ERM

ESAF

EU

FAO

FDI

FLIP

GATT

Communauté économique de A frique de louest

Centre déstudes prospectives et d'informations internationals

Communauté financié africaine

Commonwealth of Independent States

Council for Mutual Economic Assistance

Common Market for Eastern and Southern Africa

External Trade Statistics Database

Consumer Price Index

Conference on Security and Cooperation in Europe

Dispute Settlement Body

Understanding on Rules and Procedures Governing the Settlement of Disputes
European Community/Communities

Economic Commission for Africa

Economic Commission for Europe

Economic Commission for Latin America and the Caribbean

European currency unit

European Free Trade Association

Economic and Monetary Union (Treaty on European Union, signed at Maastricht)
Exchange rate mechanism

Enhanced Structural Adjustment Facility (of the International Monetary Fund)
European Union

Food and Agriculture Organization of the United Nations

Foreign direct investment

Fiscal Investment and Loan Programme (of Japan)

General Agreement on Tariffs and Trade
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GCC

GDP

GWP

IDA

IDB

IFAD

1ILO

IMF

INSEE

JEC

LNG

mbd

MER

MERCOSUR

MFA

MFN

MSPA

mtoe

NAFTA

NAIRU

NBER

NIE

ODA

OECD

OPEC

Gulf Cooperation Council

Gross national Product

Gross World Product

International Development Association

Inter-American Development Bank

International Fund for Agricultural Development
International Labour Organization

International Monetary Fund

Institut national de la statistique et des études conomiques
Joint Economic Committee {of the United States Congress Staff Study) (concerning NAFTA)
Liquified natural gas

million barrels per day

Market Exchange Rate

Southern Cone Common Market

Multilibre Arrangement

Most Favoured Nation

Macroeconomic and Social Policy Analysis Division (of the Department for Economic and
Social Information and Policy Analysis of the United Nations Secretariat)

Million tons of oil equivalent

North American Free Trade Agreement

Non-accelerating inflation rate of unemployment

National Bureau of Economic Research (Cambridge, Massachusetts)
Newly Industrialized Economy

Official Development Assistance

Organization for Economic Cooperation and Development

Organization of Petroleum Exporting Countries
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PARE
PLO

PPP
PREALC

Project LINK

PTA
REER
SDR
SEM
SII
SITC
STF
TRIMs
TRIPs
UDEAC
UEMOA

UN/DESIPA

UNCTAD
UNDP
UNESCO
UNHCR
UNICEF
UNIDIR

UNSTAT

Price-adjusted rate of exchange

Palestine Liberation Organization

Purchasing Power Parity

Programa Regional del Empleo para América Latina y el Caribé

International Research Group of Econometric Model Builders, with Headquarters at the
Department for Economic and Social Information and Policy Analysis of the United Nations
Secretariat

Preferential trade Area for Eastern and Southern African States

Real Effective Exchange Rate

Special Drawing Rights

single European market

Structural Impediments Initiative

Standard International Trade Classification

Systemic Transformation Facility (of the International Monetary Fund)

Trade-related Investment Measures

Trade-related intellectual property rights

Union douaniére et économique de I'Afrique centrale

Union économique et monétaire de FAfrique de Touest

Department for Economic and Social Information and Policy Analysis of the United Nations
Secretariat

United Nations Conference on Trade and Development

United Nations Development Programme

United Nations Educational, Scientific and Cultural Organization
Office of the United Nations High Commissioner for Refugees
United Nations Children’s Fund

United Nations Institute for Disarmament Research

Statistical Division of the United Nations Secretarial
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Unit of Real Value
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I. INTERNATIONAL SETTING
A. Merchandise trade

The rate of growth in the volume of world exports dropped sharply from 5.5 per cent in 1992 to 2.7
per cent in 1993 (the lowest rate since 1988), against a projected expansion of 5.8 per cent. The extent of
the decline becomes more evident when compared with the 7.3 per cent and 8 per cent growth recorded in
1988 and 1989, respectively (table 1).

The usually strong correlation between the rates of growth of world output and world trade has
become less evident in the last few years as the gap between the two has widened. The rate of growth of
world output dropped from an average of 3.1 per cent over the period 1988 to 1990 to 0.6 per cent for 1991
to 1992. Over the same interval, the growth rate of world trade only dropped from 7 to 5 per cent. The
gap narrowed in 1993, however, when world output picked up slightly to produce a growth rate of 1.1 per
cent, and growth in world trade decelerated to 2.7 per cent.

The drop in the rate of growth of world exports essentially reflected the performance of developed
market economies, whose exports grew by a mere 1.3 per cent in 1993, compared to 4.2 per cent in 1992.
Notably, while the rate of growth of North American exports dropped from 7.4 per cent to 6.4 per cent,
both Western Europe and Japan recorded negative rates of 1.1 per cent and 1.7 per cent in 1993, compared
to positive growth of 3.4 per cent and 1.5 per cent, respectively, in 1992,

Developing countries, on the other hand, maintained their good performance of the last few years,
recording an 8.3 per cent growth in the volume of their exports in 1993. At a more disaggregated level,
overall performance improved significantly between 1992 and 1993 in Latin America (from 3.9 to 7.6 per
cent), Africa (from 1.2 to 4.8 per cent), South and East Asia (from 11.4 to 13.6 per cent) and the
Mediterranean countries (from -7.7 to 2.1 per cent). In contrast, growth in the volume of exports
decelerated in West Asia (from 12.5 to 5 per cent) and in China (from 16.9 to 10.2 per cent).

Estimates for Eastern Europe indicate a further significant drop in exports following a relative
improvement in 1992. This setback points to the serious difficulties stifl facing these economies in their
efforts to shift to market-oriented trade relations with old partners and to establish new trade partnerships.

Forecasts for 1994 indicated a significant improvement in the volume of world exports, with a growth
rate of 6.4 per cent, partially reflecting an expected rise from 1.3 to 5 per cent in the exports of developed
market economies.

The volume of imports into developed market economies in 1993 grew by a mere 0.9 per cent,
compared to 4.6 per cent in 1992. Performance was especially adverse in Western Europe and Japan, where
positive growth rates of 3.4 and 1.5 per cent turned into negative rates of -1.1 and -1.7 per cent,
respectively. Developing countries also reported a minor decline, from 11.9 to 11.1 per cent. However,
it is worth noting that the rates of increase in the volume of imports into developing countries during the
1991 to 1993 period were exceptionally high compared with the overall 1984 to 1993 period (except for
1988).

Among developing regions, the drop in the rate of increase in imports was significant in Latin America
(from 21.5 to 9.4 per cent) and in West Asia (from 16.6 to 4 per cent). For Africa, the decline from 3.3
to 2.5 per cent is significant in view of its unsatisfactory performance to start with. The decline in the surge
of Latin American imports is due to the slow-down in the recovery process, while in West Asia the end of
the import boom following the Gulf crisis and the drop in oil revenues explain the poor import performance.



Other developing areas, however, reported significant increases in their imports; in the Mediterranean
subgroup the rate rose from 4 to 11.5 per cent; in China from 23.7 to 30 per cent, and in South and East
Asia from 9.4 to 12.5 per cent.

Table 1. Average annual variation in world volume of merchandise trade, 1988 to 1994

(Percentage)
1988 1989 1990 1961 1992 19932 1994

DEVELOPED MARKET ECONOMIES

Exports 8.5 7.3 5.1 38 4.2 1.3 5.0

Imports 8.2 7.3 4.7 2.9 4.6 0.9 4.0
DEVELOPING COUNTRIES

Exports 4.4 11.8 8.7 8.7 8.5 8.3 7.4

Imports 13.6 8.3 5.5 13.3 11.9 11.1 8.5
Latin America

Exports 5.9 7.4 35 5.8 3.9 7.6 32

Imports 4.9 4.3 5.9 19.2 21.5 9.4 6.1
Africa

Exports 0.4 23 10.4 6.3 1.2 4.8 -1.1

Imports 8.7 0.8 1.4 4.4 33 2.5 0.2
West Asia®

Exports 34 18.9 1.2 4.6 12.5 5.0 5.0

Imports 43 i3 3.5 14.0 16.6 4.0 1.8
South and East Asia

Exports 13.1 10.7 7.5 16.2 i1.4 13.6 10.6

Imports 21.9 13.4 9.9 15.1 9.4 12.5 il1.4
Mediterranean countries®

Exports 0.9 2.5 8.3 2.9 7.7 2.1 7.0

Imports 1.6 9.8 17.6 -82 4.0 11.5 10.1
CHINA

Exports 10.2 8.4 14.4 18.3 16.9 10.2 13.0

Imports 19.1 6.2 -14.0 20.4 23.7 30.0 12.5
ECONOMIES IN TRANSITION

Exports 4.5 -1.5 -9.5 -18.8 -11.3

Imports 3.8 4.3 -5.1 -18.6 -8.5
Eastern_Europe

Exports 43 -2.9 -6.2 93 0.1 5.0

Imports - 3.3 0.2 -8.9 2.3 3.5 1.7
Former Soviet Union

Exports 4.9 0.1 -13.0 -31.0 -22.7

Imports 15.7 11.6 -8.4 -36.1 -18.7
WORLD EXPORTS 7.3 8.0 5.6 4.6 5.5 2.7 6.4

Source: United Nations, World Economic and Social Survey 1994 (New York, United Nations, 1994) (Sales No. E.94.11.C.1).

Notes: a Preliminary estimates.
b Forecast.
c Covers Bahrain, the Islamic Republic of Iran, Iraq, Israel, Jordan, Kuwait, Lebanon, Oman, Qatar, Saudi Arabia, the
Syrian Arab Republic, the United Arab Emirates and Yemen.
d Covers Cyprus, Turkey, Malta and former Yugoslavia.




No estimates are available on the import performance of the former Soviet Union, but estimates for
Eastern Europe show a decline in the growth of imports from 3.5 per cent in 1992 to 1.7 per cent in 1993.

Forecasts for 1994 indicated that the rate of increase in the volume of imports into developed market
economies would rise from 0.9 per cent in 1993 to 4.4 per cent. This is based on the expectation of further
consolidation of economic recovery in the United States of America and a pick up in the economies of
Western Europe and Japan. In both Western Europe and Japan, imports were forecast to increase by 4.3
and 4.8 per cent, compared to declines of 1.1 and 1.7 per cent, respectively. The rate of increase in
developing countries’ imports, however, was forecast to decline from 8.3 to 7.4 per cent.

Available data indicate that the dollar value of world trade for the first half of 1993 was $1,797.4
billion, compared with $1,773.6 billion for the same period in 1992, i.e., higher by 1.3 per cent (annex table
1). The modest rate of increase during the first six months reflected the poor performance of the developed
market economies, the value of whose exports dropped by 1.6 per cent. Figures for 1993 as a whole
indicate a decline of 0.5 per cent in the value of these economies’ exports, compared with an increase of 6.5
per cent in 1992 (table 2).

The increase in the value of China’s exports by only 4.3 per cent in the first six months of 1993 and
by 8.4 per cent for the year as a whole, compared with 17.4 per cent in 1992, has also contributed to the
slow-down in world trade. Exports from Central Europe dropped by 9.1 per cent in the first six months of
1993, compared with an increase of 0.9 per cent in 1992. The increase in the value of exports from
developing countries by 10.3 per cent, and from the former Soviet Union by 3.1 per cent, was insufficient
to offset the poor export performance of the major trading nations.

The dollar value of imports into developed market economies dropped from $1,308.3 billion to
$1,289.2 billion, or by 4.9 per cent, in the first half of 1993, and from $2,716 billion to $2,641.5 billion,
or by 2.7 per cent, for the year as a whole, compared to a rate of increase of 6 per cent for 1992.
Developing countries recorded an increase of 15 per cent in the first half of 1993, as the doliar value of their
imports rose from $461.9 billion to $531.2 billion. In China and Eastern Europe, the value of imports
continued to grow during the first six months of 1993, though at somewhat lower rates than in 1992, while
the imports of the former Soviet Union declined by 37.8 per cent, from $20.3 billion to $12.6 billion, over
the same interval.

B. Services trade

World trade in services continued its upward trend in 1992, with total exports amounting to $1,874
billion, compared with $1,756 billion in 1991 and only $760 billion in 1985, i.e., an increase of almost 150
per cent in seven years (table 3). It is worth noting that world commodity exports increased by only 89 per
cent during the same period, reflecting the shift in favour of services, especially in industrial countries.
However, the rates of increase of 4.8 per cent and 6.7 per cent in 1991 and 1992, respectively, were much
lower than the average of 16 per cent in the years 1985 to 1989 and 20.2 per cent in 1990. The small
recovery in 1992 resulted from a 12.2 per cent growth in exports of non-factor services (4.6 per cent in
1991), as exports of factor services grew by a mere 1.6 per cent (5 per cent in 1991).

Industrial countries remain by far the main contributors to world services trade, with an average share
of 83.1 per cent during the period 1988 to 1992. Their total exports increased from $1,468 billion in 1991
to $1,553 billion in 1992, or by 5.8 per cent. Developing countries as a group increased their exports by
12.3 per cent, from $255.6 billion to $286.9 billion, or by almost double the world rate. In contrast to the
situation in the industrial countries, where exports of services are generally evenly distributed between factor



and non-factor services, in developing countries non-factor services are dominant, with a share of close to
70 per cent in recent years.

Developing countries’ imports of services grew by 5.5 per cent in 1992, compared with 6.3 per cent
in the previous year; consequently, their dollar value increased from $360.3 billion to $380.2 billion. Most
of the growth was recorded in non-factor services, which grew by 72.2 per cent between 1985 and 1992,
while factor services grew by only 32.3 per cent over the same period. While industrial countries recorded
a small deficit in their services account, developing countries reduced their deficit from $104.7 billion in
1991 (the highest since 1985) to $93.3 billion in 1992, which was more in line with previous years.

Table 2. Average annual variation in the value of world merchandise trade, 1989 to 1993

(Percentage)
January-June
1989 1990 1991 1992 1992/93 1993

Developed market economies

Exports 8.4 14.9 1.0 6.5 -1.6 -0.5

Imports 9.1 14.2 -1.2 6.0 4.9 2.7
Developing countries

Exports 12.1 13.3 4.5 9.2 10.3

Imports 10.3 12.9 9.0 14.3 15.0
China

Exports 10.6 18.2 15.7 17.4 4.3 8.4

Imports 7.0 -9.8 19.6 25.9 23.1 29.4
Central and Eastern Europe

Exports -17.1 -16.2 -35.6 0.9 9.1

Imports -17.3 -11.2 325 124 9.4
Former Soviet Union

Exports -1.3 4.6 -55.6 55 3.1

Imports 6.9 5.3 -64.0 -4.0 -37.8
World exports 7.9 13.0 -0.6 7.0 1.3

Source: United Nations, Monthly Bulletin of Statistics (New York, United Nations), various issues.

C. Global and regional cooperation

The year 1993 was special for international and regional cooperation. The world witnessed the signing
and/or implementation of three landmark agreements: the single European market (SEM) on the first day
of the year, the North American Free Trade Agreement (NAFTA) on 17 November, and—perhaps most
significant—the conclusion of the Uruguay Round on 15 December after seven years of protracted and
complex negotiations. The first two are discussed in this section; however, a separate chapter (III) is
devoted to the Uruguay Round in view of its special importance.
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These developments have boosted global confidence regarding growth prospects and have generated
a worldwide interest in regional blocs; they have also resulted in an increased number of countries seeking
accession to GATT and showing a readiness to reconsider their rules and regulations to enable them to
integrate themselves within the world economy.

1. NAFTA

NAFTA, encompassing Canada, Mexico and the United States, has created a trading bloc of 370
million people producing some $6,000 billion worth of goods and services a year. The immediate effect of
the Agreement is the elimination of 60 per cent of existing United States and Mexican tariffs and quotas by
1 January 1994; the remainder will be phased out over the next 5 to 15 years, though tariffs could be
reimposed temporarily if imports surge. There are individual specifications regarding rules of origin,
automobiles, textiles and apparel, agriculture, trucking and government procurement.

Foreign investors from NAFTA member countries will generally be treated no less favourably than
domestic investors, though there will be exceptions and varying phase-out periods. Mexico has agreed to
open most of its petrochemical and electricity-generation sectors to United States investors, though
restrictions are to continue on foreign investment in all activities related to oil and gas industries.

There are also two important “side agreements”, one on the environment and the other on labour.
With respect to the former, an agency is to be established to investigate environmental abuses by any of the
three partners; in the latter case, an agency is to be established to investigate labour abuses if two of the
three members agree. Fines or trade sanctions could be imposed under both agreements.  Analysts have
found it difficult to assess the eventual impact of the Agreement on members and non-members. Some of
the studies undertaken in the United States projected favourable or neutral outcomes for the American
economy, while others have reached mostly negative conclusions.'

2. The single European market

On 1 March 1994, Austria, Finland and Sweden agreed to terms for joining the European Union (EU)
as of January 1995. Special terms had been negotiated by all three countries: Sweden was allowed to phase
in its contributions to the EU budget; Finland was promised special aid to its farmers to compensate them
for their relatively disadvantaged position—i.e., harsher weather conditions and longer delivery distances
than in the rest of the EU; and Austria was allowed to continue enforcing its restrictions on heavy truck
traffic on its Alpine passes until the year 2001, with an option to extend the restrictions for another three
years. Later in March of 1994, the EU also agreed on terms for Norway’s membership after settling the
question of fishing rights.

Because agriculture is highly subsidized in these countries, one condition for their membership was
their agreement to lower their food prices on 1 January 1995 to the level set by the EU Common
Agricultural Policy as of that date. The EU has offered roughly $4 billion in aid to each of the new entrants
to assist them in the transition process.

The 12 member countries are still encountering obstacles in their effort to abolish all controls at
internal land, sea and airport borders. Excluding the United Kingdom of Great Britain and Northern Ireland,
Denmark and Ireland, which exempted themselves from the objective of eliminating passport controls, the
members have set and missed three deadlines following the initial one of 1 January 1993.

I United Nations, World Economic and Social Survey 1994 (New York, United Nations, 1994), pp. 76-79.
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3. Latin American integration

Economic integration is making rapid strides in the Latin American region. In early 1994, Brazil
launched an initiative for a South American free trade area, and Mexico signed an agreement with Costa
Rica. The eventual aims of the latter include removing tariffs and most non-tariff barriers, offering national
treatment to each other’s investors, setting rules for intellectual property rights, and easing the movement
of workers between the two countries.

Liberalization agreements are also in effect between other States in the region, i.e., Argentina and
Brazil, Argentina and Paraguay, Argentina and Uruguay, Chile and Mexico, and Colombia and Venezuela.
As part of this new emphasis on “open regionalism”, intra-Latin American trade has swelled. In 1992,
trade among the largest 11 South American economies grew by about 28 per cent and within the Andean
region by 20 per cent, with Bolivia, Colombia, Ecuador and Venezuela cutting almost all their mutual tariffs
to zero. In the Southern Cone Common Market (MERCOSUR), which comprises Argentina, Brazil,
Paraguay and Uruguay, regional trade increased by almost 25 per cent in 1993, reaching roughly $9 billion
compared with about one third that amount in 1990.

Now under discussion in the United States Congress are proposals to put all Latin American exports
to the United States and Canada on a par with Mexico’s. The proposals are designed to give those countries
access to the NAFTA market for three years; the parity, however, might be granted to only a few of the
region’s exports, including textiles.?

* pid., p. 77.



II. DEVELOPMENTS IN THE EXTERNAL TRADE AND PAYMENTS SITUATION
IN THE ESCWA REGION

A. Merchandise trade

1. Qverall performance

Because the countries of the ESCWA region are mainly oit exporters, their external sectors are highly
sensitive to exogenous factors—mainly changes in world economic activity and in the level of oil prices.
Such factors often eclipse regional and domestic factors.

Oil prices collapsed in 1985, and recovery in the region’s exports did not occur until 1990, when their
value rose to $103.7 billion as a result of the increase in world demand for oil and in oil prices in the wake
of the Gulf crisis. In 1991, as world demand for oil declined and prices returned to their pre-Gulf crisis
levels, and with the withdrawal of both Iraq and Kuwait from the oil market, the region’s total exports
dropped to $89.8 billion. In 1992, however, as Kuwait recovered a large part of its pre-war production and
export capacity and all of the other Guif Cooperation Council (GCC) countries (apart from Bahrain)
increased their exports, the value of exports from the region rose by about $10 billion to $99.1 billion,
despite the sanctions against Iraq and the decline in other ESCWA member countries’ exports (annex table
2).

In 1992, aggregate imports into the region amounted to $87.1 billion, their highest level since 1985,
propelled by reconstruction activity in Kuwait, buoyant economic conditions in other GCC countries
(especially Saudi Arabia), the restructuring programmes in Egypt and Jordan with their attendant gradual
liberalization of imports, the high level of public investments in the Syrian Arab Republic (which has been
generating higher demand for imports of capital goods and equipment), and the beginning of reconstruction
in Lebanon.

Tentative, preliminary data for 1993 indicated a decline in the region’s total exports despite the
recovery in Kuwait’s oil exports. The explanation was mainly linked to lower oil prices (the average decline
was from $18.4 per barrel in 1992 to $16.3 per barrel in 1993) and the slump in world oil demand. Export
performance by other ESCW A member countries in 1993 was not expected to differ significantly from 1992.
Imports were also expected to be lower—mainly because of the decline in imports in most GCC countries,’
while the liberalization of trade in other ESCWA member countries was not expected to generate a higher
level of imports than in 1992.

(a) Exports

The aggregate dollar value of exports from the ESCWA region (excluding Iraq) increased by 10.3 per
cent in 1992 to $99.1 billion. This was a significant improvement over 1991, when exports declined by 12.4
per cent, but still short of the level ($103.7 billion) attained in 1990—the highest since 1983 (table 4 and
annex table 2). The improvement was entirely attributable to the GCC countries, whose total exports rose
by 12 per cent, i.e., from around $81 billion to $90.7 billion. Apart from Bahrain, where the value of
exports dropped by 5 per cent, the exports of all GCC countries recorded increases. The rate of increase
in Kuwait’s exports was exceptionally high as the country recovered a large part of its pre-Gulf crisis oil

3 A number of foreign companies reported a significant decline in demand among these countries.
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production level,* with the value of total exports increasing more than twelvefold from $0.5 billion to $6.7
billion. The rate of increase in the remaining four GCC countries ranged between 4 and 11.4 per cent (in
Saudi Arabia and Oman, respectively). The increase recorded by Saudi Arabia was for the third year
running, as its oil exports continued to rise to make up for the complete absence of Iraq and the partial
absence of Kuwait from the world oil market. The increase in oil exports more than made up for the decline
in Saudi Arabia’s non-oil exports from $4.1 billion in 1991 to $3.2 billion in 1992.5

Other ESCWA member countries, including the Republic of Yemen (the region’s least developed
country), recorded an overall decline of 5.3 per cent in 1992, with the aggregate dollar value of their exports
dropping from $8.9 billion to $8.4 billion. This mainly reflected a 15.1 per cent drop in Egypt’s exports
following a rise of 40.1 per cent in 1991, and declines of a lesser extent in the Republic of Yemen (6.1 per
cent) and the Syrian Arab Republic (1.6 per cent). In contrast, Lebanon and Jordan recorded increases of
14.1 and 7.8 per cent, respectively.

Two factors contributed to the drop in Egypt’s exports: the decline in cotton exports, as 20 countries
are reported to have refused to enter into contracts to buy Egyptian cotton in 1992; and the decline in oil
exports.® The drop in Syrian exports resulted from the decline in oil and cotton prices; the later fell from
$1.7 to $0.98 per kilogram, thus offsetting the positive effect of the increases in output and productivity.’
Jordan’s exports recorded another increase (7.8 per cent), from $1.1 billion to $1.2 billion, having declined
by 3.2 per cent in 1990. The increase resulted from higher domestic exports and re-exports. Among the
former, the increase in the value of exports of consumer and capital goods by $55.1 million and $5.3
million, respectively, more than compensated for the decline in exports of raw materials by $25.4 million.
The increase in the value of re-exports by $23.6 million also resulted from the increase in both consumer
and capital goods exports, while re-exports of raw materials declined.®

The exports of the Republic of Yemen continued their declining trend, which started in 1990 following
a peak in 1989. After declining by 7 per cent, from $763 million in 1989 to $711 million in 1990, a further
and sharp drop of 28.8 per cent was recorded in 1991. This brought the country’s total exports down to
$506 million. In 1992, total exports declined further to $475 million, or by 6.1 per cent.

(b) Imports

The total imports of the region (excluding Iraq) increased significantly, with their dollar value rising
from $74.6 billion in 1991 to $87.1 billion in 1992, or by 16.8 per cent, to record their highest level since
1985 (table 4 and annex table 2). While all ESCWA member countries participated in the increase, the GCC
countries where responsible for most of it, as their imports rose from $55.4 billion to $65.2 billion.

¢ Kuwait’s production of crude oil rose from an average of 0.193 million barrels per day (mbd) in 1991 to 1.1 mbd in 1992,

i.e., to 44 per cent of its precrisis capacity (Al-Hayat newspaper [in Arabic], 4 April 1994),

5 Organization of Petroleum Exporting Countries, Annual Statistical Bulletin, 1992, tables 4 and 5, pp. 5-6.

$  Al-Havat newspaper (in Arabic), 10 May 1993 and 29 August 1993,
Al-Havat newspaper (in Arabic), 2 March 1993.
Central Bank of Jordan, Monthly Statistical Bulletin, vol. 29, No. 12 (December 1993), table 36, p. 58.
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The boom in private-sector activity continued to generate strong demand for imports in most GCC
countries. In Bahrain and Qatar imports grew only marginally, by 1.6 and 1.3 per cent, respectively;
however, imports rose sharply in the other four GCC States, led by the United Arab Emirates with 28 per
cent—more than double its previous year’s rate of 13.2 per cent. Kuwait’s imports rose by 18.5 per cent,
following their sharp rise of 94.2 per cent in 1991, to meet reconstruction requirements and reconstitute
depleted stocks. Consequently, the country’s imports exceeded pre-invasion levels, recording $7.5 billion,
the highest level since 1985. Oman also increased its imports by 18 per cent with their value rising from
$3.2 billion to $3.8 billion. Saudi Arabia’s imports rose by 16.3 per cent, having increased by 13.8 per cent
in each of 1990 and 1991. Consequently, the Kingdom continued to dominate the region’s import trade,
accounting for 36.6 per cent of the total, while the combined value of its exports and imports accounted for
44.5 per cent of the region’s total trade, followed by the United Arab Emirates with a 20 per cent share.

The other ESCWA member countries as a group increased their imports from $19.2 billion in 1991
to $21.9 billion in 1992, or by 14 per cent. Jordan achieved the highest rate of expansion (29.7 per cent)
following a decline of 3.5 per cent in the year before, with total imports rising from $2.5 billion to $3.3
billion—partially as a result of the implementation of the economic reform programme agreed upon with the
International Monetary Fund (IMF), in which liberalization of imports is an important component. In
Lebanon, as reconstruction and rehabilitation efforts picked up momentum and stabilization deepened,
imports recorded another increase for the fourth year running; however, the rate of increase in 1992 (11.5
per cent) was only one fourth that of the year before (45.4 per cent), with total imports increasing from
$3.7 billion to $4.2 billion. The Syrian Arab Republic increased its imports for the third year running, but
the rate of increase dropped from an average of 22.6 per cent in 1990 and 1991 to 10.8 per cent in 1992,
with total imports rising from $3.1 billion to $3.5 billion. This increase was attributed to the economic
boom the Syrian’s have been experiencing since the implementation of investment Law No.10/1991 and the
large public investments in the areas of telephones/communications and sewage systems, both of which have
increased the demand for imports of capital goods.” In Egypt, after a decline of 15.6 per cent in 1991,
imports rose by 7.8 per cent in 1992 as their dollar value increased from $7.8 billion to $8.4 billion. The
lifting of restrictions on the import of 94 items in October 1992—one of the requirements of the IMF
economic reform and restructuring programme—helped to bring about the increase.'®

The Republic of Yemen recorded a relatively large increase in imports for the second year running,
as the 1992 figure rose from $2 billion to $2.6 billion, or by 30 per cent.

2. Export/import ratios

The region’s ability to finance imports from export proceeds, as reflected in the export/import ratio,
declined further in 1992. The ratio dropped in terms of current imports from 1.44 in 1990 to 1.21 in 1991,
and further to 1.14 in 1992 (table 5). This decline reflected faster growth in imports relative to exports.
In terms of 1989 imports, the ratio dropped from 1.54 in 1990 (its highest level since 1985) to 1.33 in 1991,
before recovering to 1.47 in 1992. Both the GCC countries and other ESCWA member countries shared
these developments, though the decline in the 1992 ratio was much higher in the latter (15.2 per cent) than
in the former (4.8 per cent)."" The GCC countries’ export/import ratio declined in terms of current imports
from 1.47 to 1.39, but increased in terms of 1989 imports from 1.84 to 2.06. In other ESCWA member

 Al-Hayat newspaper (in Arabic), 2 March 1993.
0 Al-Hayat newspaper (in Arabic), 31 October 1992,

''!" While both exports and imports of the GCC countries increased, the latter rose at a higher rate than the former. In the other
ESCWA member countries as a group, exports declined by 5.3 per cent while imports increased by 14 per cent.
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countries the export/import ratio dropped in terms of both current and 1989 imports, from 0.47 to 0.39 and
from 0.57 to 0.54, respectively.

Table 5. ESCWA region: export/import ratios, 1989 to 1992
(Current and 1989 imports)

1989 1990 1991 1992
ESCWA region
Current imports 1.31 1.44 1.21 1.14
1989 imports 1.31 1.54 1.33 1.47
GCC countries
Current imports 1.50 1.84 1.47 1.39
1989 imports 1.50 1.26 1.84 2.06
Other ESCWA member countries’
Current imports 0.50 0.49 0.47 0.39
1989 imports 0.50 0.57 0.57 0.54
Source: Annex table 2 of the present report.
* Non-oil-exporting diversified economies plus the region’s least developed country (the Republic of Yemen).

B. Direction of trade'?

1. Aggregate trade

In 1993, as in 1992, no significant changes were apparent in the overall distribution of exports from
the region. The developed market economies maintained their combined lead as the region’s major export
outlet; however, having peaked in 1991 at 54 per cent, their share declined in 1993 to 48.5 per cent (table
6). The other developing countries, whose share had been on the rise since 1990, consolidated their position
further in 1993, absorbing 26.8 per cent of the region’s exports, compared with an average of 23 per cent
in 1991 and 1992. Intraregional exports, having peaked at an average of 11.6 per cent in 1988 and 1989,
dropped to 10.4 per cent in 1990 and further to 9 per cent in 1991 as a result of the situation which
prevailed in the wake of the Gulf crisis and war. In 1992, the share of intraregional exports was back at
its 1990 level (10.4 per cent), but dropped slightly to 10.1 per cent in 1993. Because of the political and
economic problems confronting the countries in transition (the former centrally planned economies, including
Eastern Europe and the former Soviet Union) their importance as markets for the region continued to
decline. After recording their highest level (2.9 per cent) in 1989 and 1990, their share in total exports
declined, reaching 0.8 per cent in 1993. The share of China as a market for the region’s exports continued
to be marginal, but rose from 0.1 per cent in 1985 to an average of 0.6 per cent from 1991 to 1993.

2 The data used in this section are derived from statistics reported by the International Monetary Fund (IMF) in its Direction

of Trade Statistics Yearbook, 1993, and Direction of Trade Statistics Monthly Bulletin (December 1993). The data may differ in
some significant respects from data used in other sections and derived from national and international sources. Moreover, data for

1993 are partial and preliminary.
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At a more disaggregated level, the individual developed market economies experienced both increases
and decreases. Japan, which became the region’s main export partner (mainly for oil) in 1990, with a share
of 20.2 per cent, consolidated its position further in 1991 and 1992, absorbing about 23 per cent of all
exports; however, its share fell back to 20.3 per cent in 1993 due to economic recession. The European
Communities (EC) came next, though their share declined from 18.7 per cent in 1992 to 17.2 per cent in
1993. The share of the United States dropped as well, from 11.9 per cent in 1992 to 11 per cent in 1993,
following a peak of 15 per cent in 1990.

Among developing regions, Asia (excluding the ESCWA member countries) continued to take the lead
because of its increasing reliance on oil from the Gulf to feed its booming economies. Its share, apart from
1989, rose steadily from 15.7 per cent in 1985 to 19.1 per cent in 1992, and to 22.6 per cent in 1993.

Exports to other developing regions continued to be minimal, with only minor changes since 1985,
one exception was Latin America’s share, which declined sharply between 1985 (5.1 per cent) and 1992 (1.9
per cent) as the region went through a severe recession following the debt crisis.

As was the case with exports, no significant changes were evident in the overall geographical
distribution of the region’s imports. Developed market economies remained the region’s main supplier,
although their share dropped slightly from 63.6 per cent in 1992 to 62 per cent in 1993. More complete
data for 1993 might show a lower share, as many American, European and Japanese companies reported
declines in their exports to the region, especially to the Gulf States after the peak of the immediate post-Gulf-
war boom. Other developing countries (mainly those in Asia, excluding ESCWA member countries) have
been assuming greater importance as suppliers to the region. Their share increased from an average of 13.3
per cent between 1988 and 1990 to 15.3 per cent in 1991 and 17.3 per cent in 1993 (the highest since 1985).
Intraregional imports remained depressed, with their share much below the 1989 to 1990 average of 10.4
per cent. The share of the former centrally-planned economies (Eastern Europe and the former Soviet
Union), which started to decline after 1989 as a result of the economic and financial difficulties associated
with the transition process, reached its lowest Ievel, 1.2 per cent, in 1992, but recovered slightly to 1.5 per
cent in 1993.

Among the developed market economies, the European Communities (EC) maintained its lead with
a share of close to 34.8 per cent. The United States continued to consolidate the position it achieved after
the Gulf war, when its share in total imports increased from 11.5 per cent in 1990 to 15.9 per cent in 1991
and then to 16.8 per cent in 1992, before declining slightly to 16 per cent in 1993. The appreciation of the
Yen seems to have negatively affected imports from Japan, as its share dropped from 14.7 per cent in 1990
to 10.8 per cent in 1991 before recovering slightly to 11.6 and 11.2 per cent in 1992 and 1993, respectively.

Among other developing countries, Asian (excluding ESCWA) countries have been supplying a rising
share of the region’s imports. Their share increased from an average of 8.3 per cent between 1988 and 1990
to 13.1 per cent in 1991 and 14.7 per cent in 1993. The share of African countries {excluding North
Africa), which averaged around 0.6 per cent from 1989 to 1992, trebled to 1.8 per cent in 1993. The North
African countries maintained a minimal share, not exceeding 0.5 per cent, while the share of Latin American
countries continued to fall, reaching its lowest level (0.3 per cent) in 1993, compared with 1.6 per cent in
1992.

2. Intraregional trade
Following its decline to 9 per cent in 1991, the share of intraregional exports in total exports rose to

10.4 per cent in 1992 then fell slightly to 10 per cent in 1993 (table 7), but remained lower than the pre-Gulf
crisis average of 11.2 per cent. The decline in the relative importance of intraregional trade in some GCC
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countries (Oman, Qatar and the United Arab Emirates) exceeded the small improvements recorded by Saudi
Arabia and Bahrain; consequently, the share of the group (excluding Kuwait) declined from 10 to 9.5 per
cent. In the other ESCWA member countries (excluding the Republic of Yemen, due to lack of data), the
share of intraregional exports rose from 14.3 to 15.1 per cent. The improvement was mainly achieved by
the Syrian Arab Republic, where the share of intraregional exports increased from about 20 to 25.5 per cent,
compared with only 3.4 per cent in 1985 and an average of 14.3 per cent during the period 1988 to 1990.
Lebanon also achieved a slight improvement in its already very significant share, from 51.4 to 52.9 per cent,
while the share of both Egypt and Jordan dropped slightly.

Intraregional imports increased from 6 per cent of the total in 1992 to 6.9 per cent in 1993, but
remained much lower than the immediate pre-Gulf crisis period average of more than 10 per cent. Both the
GCC countries (excluding Kuwait and Oman, due to lack of data) and other ESCWA member countries
contributed to the overall increase. The share of intraregional imports in the GCC group rose from 6.5 to
7.2 per cent, mainly reflecting the increase in the share of Bahrain’s intraregional imports from 35.3 to 46.8
per cent, and a slight rise in Saudi Arabia’s share from 2.8 to 3.1 per cent; the share of the United Arab
Emirates, on the other hand, declined from 8.5 to 6.8 per cent. The share of other ESCWA member
countries {excluding the Republic of Yemen, due to lack of data) rose from 4.3 to 6.2 per cent. All
members of the group participated in the increase except Jordan, where the reported share of intraregional
imports dropped from 8.4 to 6.9 per cent, compared with 20 per cent in 1991 and an average of 25.9 per
cent between 1988 and 1990." In the case of Lebanon, intraregional imports rose from 12.8 to 22 per cent
of the total; in the Syrian Arab Republic from 3.4 to 4.5 per cent; and in Egypt from 1.4 to 1.5 per cent.

The ESCWA member States’ participation in intraregional trade in 1993 followed the pattern of
previous years: the major oil exporters (GCC countries plus Iraq) remained dominant, with a more than four-
fifths share of intraregional exports (table 8). This share, however, fell somewhat after the mid-1980s, from
87.6 per cent in 1985 to an average of 86.4 per cent between 1988 and 1990 and to 83.7 per cent in 1991
and 1992. The GCC countries (excluding Kuwait) increased their participation from 80 per cent in 1992
to 83.2 per cent in 1993. Saudi Arabia’s contribution rose from 35.1 to 37.8 per cent, while the other GCC
countries’ participation remained virtually unchanged. The participation of other ESCW A member countries
(excluding the Republic of Yemen) increased slightly from 16.3 to 16.8 per cent, compared with 16.5 per
cent in 1991 and an average of 13.6 per cent from 1988 to 1990. The entire increase, however, was
accounted for by the Syrian Arab Republic.

The dominant position of the major oil exporters, mainly the GCC countries, was also evident in
intraregional imports. After a reported drop to 70.2 per cent in 1991 (from 80.2 per cent in 1989 and 76.2
per cent in 1990) as the result of a sharp decline in Iraq’s participation because of the Gulf crisis, the share
of this group (excluding Iraq) rose again, to 74.1 per cent in 1992 and 75.1 per cent in 1993. All GCC
countries (excluding Kuwait and Oman, due to lack of data) participated in the increase; however, the largest
expansion, from 23 to 31.9 per cent, was reported for Bahrain.

The share of other ESCWA member countries (excluding the Republic of Yemen) declined slightly,
from 25.9 per cent in 1992 to 24.9 per cent in 1993 (table 8), on account of the reported decline in Jordan’s
share from 8.1 to 3.5 per cent. The share of Lebanon rose from 7.5 to 15.5 per cent, and small
improvements were recorded in the case of Egypt and the Syrian Arab Republic.

B Tt should be noted that the figures reported by the IMF for 1991 and 1992 exclude Jordan's imports of oil and oil products
from Iraq, which amocunted to $427 million in 1992 and $403 miltion in the first 11 months of 1993 (table 7).
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This picture, dominated as it is by the major oil exporters, will continue as long as oil remains the
main tradable commodity in the region and as long as re-exports (especially in the trade of the GCC States)
remain important.

The general weakness in trade links that has characterized intraregional trade relations was more in
evidence in 1992. In virtually all ESCWA member countries, at least three fourths of intraregional exports
were directed towards the first three partners, and in two countries only one partner was involved (table 9).

The weighted average of the share of the first, second and third leading trading partners in
intraregional exports increased significantly between 1989 and 1992, rising from 57.1 to 63.2 per cent, from
74.3 to 80 per cent, and from 82.3 to 90.6 per cent, respectively.

These developments mainly reflect changes in the geographic pattern of intraregional trade following
the Gulif crisis. In two countries, Iraq and Yemen, exports to the region went to one country; and more than
90 per cent of Oman’s exports went to its leading market in the region.

The increase in the degree of geographical concentration was also evident in intraregional imports.
The cumulative share of the first, second and third partners increased between 1989 and 1992 from 54.4 to
69.6 per cent, from 70 to 80.1 per cent, and from 75.6 to 87.2 per cent, respectively. Nine out of the 12
countries experienced greater concentration of their intraregional imports—most notable among these were
Iraq and Kuwait, though Egypt, Lebanon, Qatar and the United Arab Emirates deserve mention as well.

C. Trade in services

1. Overall performance'*

World exports of non-factor services (shipment, other transportation, travel, other official services and
other private services) increased from $676.4 billion in 1989 to $960 billion in 1992, or by 42 per cent;
However, the relative position of Western Asia and the major contributors (developed market economies and
other developing countries) remained almost the same (table 10). Developed market economies increased
their share slightly from 78.2 to 78.5 per cent. Western Asia maintained its share at 1.7 per cent, while
other developing countries reported a slight decline from 19.9 to 19.6 per cent. As for the main components
of non-factor services, changes in their relative importance between 1989 and 1992 were marginal. For
Western Asia, however, the shares of shipment and other official services declined, while other items
reported marginal increases.

World exports of factor services (direct investment income, other investment income and private
transfers) increased from $716.8 billion to $914.4 billion, i.e., by 27.3 per cent, during the same period;
however, the percentage share of Western Asia, already small, went down by almost 50 per cent, from 2.9
to 1.5 per cent. The decline in other investment income resulted from the liquidation of a large part of
Kuwaiti and Saudi Arabian investments abroad to meet financial obligations associated with the Gulf war.
The share of other developing countries increased from 6.7 to 7.5 per cent, and that of developed market
economies from 87 to 87.4 per cent.

¥ Due to the lack of data, only eight countries are covered: Bahrain, Egypt, Jordan, Kuwait, Oman, the Republic of Yemen,

Saudi Arabia and the Syrian Arab Republic.

17



81

'{SONSst snoueA ‘Una[ing [eonsues
A[IPUON ‘treplof JO Yueq [enua)) €661 JO SPLUOT [ T 1SIIJ S1p U UCT[ITU £0b§ PUE 66T U UOHITU £7¢§ OF PAUNOUE YoM ‘53onpold 1o pure [1o jo bei] woy suodum s, weprof spn[oxYs SHONeNI[es S, °

“ber snid sewnumes Ho9H q

*$30IN0S [BUONEUINN 1 J[qe[reAr S8 ‘A[uo 1q01dQ) YSnonp Arenwuef 3oJ oIk £66] 10) BeQ ]
-Fupunor yo asnesaq Apasioaad ppe jou few mo], $HAON
(€661 ‘AT DA ‘undurysesn) ‘JOOQIEaR SOUSOEIS 9pEL], JO LODIAI(] ‘pun AIRIUO] [BUOHEWNNU] a1 ul papiaoid eiep Jo siseq oI} UO JELIRIAINS VA DSH o) Aq pandwo) (330G

0001 0001 000L 0001 000T 0001 000 | 000I 0001 Q00T 0001 0001  000L 0001 ®oL,
N £ L'y 6't 9T 9y (A4 10 L0 €0 ¥0 €0 0 olqndsy quiy wawag (q)

.. 9't £'e 9T [ [ 9'¢ * ¥'0 1o 10 e 7’0 10 UdWAX SNEIIOWH] (€)

uswax jo o:n:&om
" 8's 08 €9 By Y Y " 0 8'0 0 §0 Lo 90 £nunos padojaaap ysesy s,uo1daa ay,
L't 81 L'l ¢'1 1 1 €T £6 0L '8 9 Sy 8’1 80 arqnday qery uenifg
§'s1 €L 9'8 9°¢c gt L't 97 0t 6'C 4 1I'T ST |4 (4 4 uoueqa]
s§°€ a1'8 8L S8 (A} 601 ¥t 61 £'e ¥z t'e 6't Ty y's ueplof
ze o LTooLe L1 L1 LT 0T | 9T LT 6T §1 TT o TT v k3
(74 6°'St 86T 4 g6l (4 [ 74 891 £9] [SE 8el L'el (A Tl SIUN0I I3qUIW ¥ ISH HPPO
€T (A1} el o'l €01 L8 1'6 "¢l LTl e L's ¥'6 01 o'l SojeIury qely payuf)
0Ll el 6Tl 611 yel Lel o€l 8°LE 1'¢¢ 0ee §'9¢ 8+ €T 8'9¢ eiqery ipneg
9°¢ 62 o€ 9z 1t 81 oI 0 0z Tt 61 €T a4 6'1 Ieed
.. 9'p1 €11 $6 88 6L 6'11 y'eT 8'€T 16T TSt 9°6T (414 " L)
.. Le o 0L €1l 6'Tl s - 10 ¢0 1R 4 TL [ 181 nemny
616 O g L T TR oyt 69 €9 £ TS ¥l LL pU wrereg
1T°sL 8T 1’89 8’59 L £'¢9 959 Tt8 008 9°08 3’18 8°08 L'08 (A% saluned 3OO
S opLoogL wor ogwlozmoorOl o Le 6T ¥y SS9 vy best
1°6L 1'vL ToL 9L (A 9L LSt Tt8 2'es [ 798 £°98 8'98 9'L (S1e10dxa 1o ofepy
+£661 661 1661 0661 6861 8861 $861 +£661 661 1661 0661 6861 8861 $861
('3'1°2) suoder ('q-0')) spodxg
{a8v1uacsay)

-U01831 YMOSH '8 SIqEL




61

9191 3T U PaJsI] $3LUNOD A Jo 3pen Tevordarentl (101 2 Aq PIPLAID ‘K|2anoodsal ‘siouped Smpen pay pue pucadss ‘ISIY S @I SPRD IALY[NWND §, AQUNCO IS JO [¥I0) WNS A SE PAEMI[E) .

(€661 1oquuosacy) THaNNg AToiie

"N " q "TovBgsE )

SPRIT 30 GoRoaNq pue (7661) YOOGIEAR SORSHEIS SPEIL JO Uonoalq ‘pund Axejauopy [euonrwssiuy o Ut papracid wep uo paseq suopenduios 1eUwaIsss Y ST (I5TH05

L8 108 $'69 9°GL 0oL v'ys 9'06 0°08 €9 €78 £y 1°LS (o3e12a% payydiom) uoidoy
016 9'9L $'ES 9LL 9°69 oLy 00 00 0001 9'06 I'6L 9'6p  uawax jo aqndsy snerowaq s,sdosd
8L 169 0S¢ €48 9'6L 8'69 6LL  $8'99 £p'SE 9v6 . PS8 $°SS oNqnday qely USWax
£68 S6L $'89 ¥'99 v'Es oy 9'%6 1'L8 TIL ¥oL ‘899 ral SR QEIY PRI
Te8 698 987 798 I'SL £8¢ 88 078 $'8¢ 818 $oL £ op atqnday qery ueLAs
6'SS 60 0T 81y $'8T 9'p1 €06 9'L9 I'ty 6'vL €po o BIQRIY [pneg
08L 1.9 £¥E $'9L ¥'69 'y 1'16 £98 109 0'68 989 €6€ Ieed)
8 09 968 L'S6 L'€6 $'98 $'86 896 £€6 1'06 998 W uewQ
L't6  9'v8 ¥6L ¥8L 9°0L 9°¢¢ PEL 0'09 v'op 6LL 58S 'S¢ ueueqy]
00 0001 786 079 86 I°S€E 0001 L's® '8 L9 an (279 nemny
yP8 6SL 0'L9 6’78 L't $'€9 8'TL 019 B {3 978 9'6L L'¥S uepIof

- - 0001 9pL 9'8¢ 6°LE - - 0001 9°06 L'T8 L9 beap
68 O'6L L'69 9'pL TLS 6°9€ 0'SL 1’79 ¥ b 6'EL 619 6'€E 48
£8 1'L6 756 £66 L'86 996 0'Z6 98 an 268 6’18 TIL ureIyeg

puyL  puosag  Isag pPHUL  puods  ISKY PNUL  pUOddS 1S3y PHYL  puodas  IsI
7661 6861 7661 6861

s1auued Suipen wodury

syeuued Surpen wodxy

(?3piaria )




0z

"ojqnday qery URLIAG 21 pUR BIqRIY IPRES ‘(6861 10] PAUIQUIOD AIE UATAX Jo ofjanday
anepowsq s, odoag sy pue ongnday qery uamay o1 10) sarndy) vaura} Jo snquday o ‘uemg ‘wemny ‘weprof dAEq ‘urenyeq ‘Ajsureu ‘periodal aism mEp YIIgMm I0J SAIDUNOD {T] JO INOY § $I2A0)) .

(€661} T ved ‘¢ oA *NOOQIEI ] SIDSHEIS SIUILLAty JO @ouejeg ‘pung AIe)suojy [BUOnEWIU] 1 Ul UaA1S EIEP JO SISEq 21 UO JEUEIDINAS YA DS 3 Aq papdwo)) :33mog

950 79 ¥81 s¥ 0'0 00 £L8 88 ¥l 901 €1 71 SI2JSURD NBALJ
¥b1 168 09L 6£9 L't 6¢ 058 0°'z8 L1l (32! 90 90 3MEOU FISUNS3AT! 150
$6€ 7L 996 ¥L 00 00 599 oFrL 8°0€ S Lt $1 SWOOUT JWSLEDSIATL JORII(]
S5 $86 016 65L 54 ¥ gc8 918 TEl £S1 g0 o S901ATas T010EY 7
855 8€€ ¥56 012 00 ] £8L LSt TL 261 Sy ¥ s301A13s areaurd 190
8L9 0L £69 65 LIz PPl 6T c6F 911 LSt $°ET 9°07 SIOIALIS [E1IYJO IO
6ES 78T $6S 707 00 00 608 1'78 6L £91 A 9] [oARL],
01L 8%1 £L6 P11 00 00 8L P8L 60T 907 60 60 uogenodsues 150
8EL 181 160 811 00 00 T 79 £bE ree Sy sy womdiyg
tZC 266 %0¢ 90L 1 1 6tL SEL yor 602 7y vF §931A195 10398 UON ']
ngiq g
90€ 95 768 6€ 00 00 €58 €68 9'Fl L¥l 00 00 SIojsuen AeAL]
SBY SPL $L6 T9S e €y < $'og 698 ¥L 1L 81 L'E WOSTY JUSTWSIAT J3qIQ
$79 601 666 £11 00 00 $'$6 6L Ty 61 £0 0 WO JUANDSIAT 19T
9i¥ ¥16 S08 91L 3 e ¥z 08 52 9 54 54 S3OTATSS 10108 T
L6L OLE 8€¢ 05T 00 00 918 T8 L9l 091 _ L1 81 sastales aeaud 10
LEE ¥S 668 9F e 87 sI8 008 $€l S¥l : 0T L't $30IAI2S [BIOLI0 JOYIO
€€ 78T 8 70T oo 00 1'SL L'EL 9'€Z TST £ 't [oarL],
6L6 SP1 066 111 00 00 TLL 9'8L 961 T8l e 1'¢ uoneuodsiren Jotpo
605 901 61€ ¥8 0'0 00 TLL T9L £ 1'€2 $'0 Lo wowmdiyg
513 656 T6€ 919 70 70 8L T8 96T F¥3t T 1 S3ITATE T03I6J-UON '1
ey 'y
2661 6861 2661 6861 661 6861 2661 6861 661 6861
(%001 =uoimu § $s01) SUOITEZIUEEI0 [EUODEWISI] »UOTEAI EISY WSS

PHCA

(240ys 28p1a02454)
7661 PUE RG] SUOLOBSUEI] SIJTAISS PIOM Ul BISY UIAISIM JO UOnISOd 0T 9[qel




Waorld imports of non-factor services increased from $706.3 billion to $992.2 billion, or by 40.5 per
cent, between 1989 and 1992. However, both Western Asia and other developing countries recorded
marginal declines, from 4.4 to 4.2 per cent and from 20.9 to 20.4 per cent, respectively, while the share
of developed market economies rose from 73.5 to 73.9 per cent. At a more disaggregated level, the only
increase recorded by Western Asia was in the share of other official services, from 20.6 to 23.8 per cent
of world imports of this item, or more specifically, an increase from $59.7 billion to $70.7 billion.

World imports of factor services increased from $760 billion to $985.2 billion, or by 29.7 per cent.
The share of Western Asia rose marginally from 0.7 to 0.8 per cent and that of developed market economies
from 82 to 85 per cent, while the share of other developing countries dropped from 14.5 to 11.7 per cent.
Outlays by Western Asia on direct investment income rose from 1.5 to 2.7 per cent.

Following the sharp decline in the region’s total exports of services to $23.3 billion and $22.2 billion
in 1990 and 1991, respectively, a large increase was reported in 1992, with exports recorded at $30.4 billion
(table 11). The decline in both 1990 and 1991 was mainly in factor services, but the $8.2 billion increase
in 1992 was evenly distributed between factor services and non-factor services. Before the Gulf crisis, GCC
countries dominated the region’s export of services with an average share of around 80 per cent. This share
dropped to 57.7 per cent in 1990 and 61.2 per cent in 1991, however, due to the large liquidation of
investments abroad. Then, in 1992, the shares of both GCC and other ESCWA member countries recorded
improvements of 45.3 and 25.5 per cent, respectively; however, the share of the GCC subgroup was still
below its pre-crisis level.

The region’s aggregate imports of services, which jumped from $35 billion in 1990 to $48.2 billion
in 1991, or by 37.5 per cent, rose further in 1992 to reach $49.3 billion. Most of the increase in 1991 was
in non-factor services which rose from $29.6 billion to $43.7 billion due to outlays related to the Gulf crisis.
In contrast, the increase in 1992 reflects the increase in imports of factor services, from $4.4 billion to $8
billion, while imports of non-factor services dropped from $43.7 billion to $41.3 billion.

Imports by GCC countries also dominated the region’s total imports of services, with an average share
of 78 per cent during the period 1985 to 1990. Their share rose to 85.3 per cent in 1991 because of the
very sharp increase in their imports from $26.2 billion te $41.1 billion, but dropped to 76.3 per cent in
1992.

2. Structure

The distribution of the region’s earnings from exports of services by major component or category
showed important differences between 1989 and 1991, mainly as a result of developments related to the Gulf
crisis. Earnings from non-factor services increased from 36.1 per cent of the total in 1989 to 47.2 per cent
in 1991, i.e., by 30.7 per cent. Three categories—other transportation, travel and other private
services—were responsible for the increase, but mainly the latter, whose contribution rose from 12.8 to 21
per cent (table 12). The drop in the share of factor services earnings from 63.9 to 52.8 per cent mainly
reflected the fall in other investment income, caused by the liquidation of a large part of some GCC
countries’ investments abroad to allow them to meet financial obligations associated with the Gulf crisis.
This is evident in the drop in the GCC countries’ share in exports of factor services from 61.4 to 49.4 per
cent. The main source of earnings for the other ESCWA member countries is usually from non-factor
services, and this rose from 21.2 to 31.1 per cent of the region’s total earnings between 1989 and 1991,
mainly because of the increase from $4.4 billion to $7.1 billion in Egypt’s earnings from other private
services (annex table 6).
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Table 12. ESCWA region: structure of international transactions in services, and contribution to
foreign exchange earnings and uses in Western Asia, 1989 and 1991

Net earnings/uses

Credit Debit (miitions of US
(percentage) (percentage) doliars)
1989 1991 1989 1991 1989 1991

1. ESCWA REGION 100.0 100.0 100.0 100.0 -3 985 -27 735

Non-factor services 36.1 47.2 85.6 87.3 -19 519 -36 481
Shipment 1.8 0.8 4.4 11.0 -4 665 -6 163
Other transportation 10.8 13.4 3.0 1.7 2 440 3 090
Travel 6.9 8.4 8.8 5.0 -978 -356
Other official services 3.8 3.6 33.7 46.4 -11 066 -25 953
Other private services 12.8 21.0 25.7 23.2 -5 250 -7 097

Factor services 63.9 52.8 14.4 12.7 15 534 8 746
Direct investment income 0.6 0.7 3.0 34 -900 -1 754
Other investment income 63.3 52.1 10.0 8.1 16 960 11 200
Private transfers — — 1.4 1.2 -525 -699

II. GCC COUNTRIES

Non-factor services 14.9 16.1 69.3 77.9 -20 449 -40 495
Shipment 1.5 0.5 9.2 7.8 -2 872 -4 396
Other transportation 2.4 2.4 1.2 0.8 364 269
Travel 0.9 1.5 6.5 3.7 -2 067 -1 694
Other official services 0.7 0.8 31.0 45.1 -11 087 26 079
Other privaie services 9.4 10.9 214 204 4 762 -8 594

Factor services 1.4 9.4 1.7 6.4 17_169 11 389
Direct investment income . . 29 3.4 -1 064 -1 968
Other investment income 61.4 49 .4 34 1.8 18 727 14 029
Private transfers . . 14 1.2 -495 -671

I11. OTHER ESCWA MEMBER COUNTRIES*

Non-factor services 212 1.1 16.3 9.4 1 337 4 014
Shipment 0.4 0.3 53 33 -1 589 -1 767
Other transportation 84 11.0 1.7 0.9 2076 2 821
Travel 5.9 6.9 2.3 1.3 1130 1338
Other official services 3.1 2.8 2.7 13 265 126
Other private services 34 10.1 4.3 2.9 -545 1497

Factor services 2.5 3.4 6.7 6.3 -1 598 -2 643
Direct investment income 0.6 0.7 0.1 0.0 164 214
Other investment income 20 2.7 6.6 6.3 -1 730 -2 829
Private transfers 0.1 0.0 0.0 0.0 -30 -28

Source: International Monetary Fund (IMF), Balance of Payments Statistics Yearbook, vol. 3, part 2 (1992).

* Including the region’s least developed country, the Republic of Yemen.

On the debit side, the region’s imports of non-factor services accounted for 87.3 per cent of total
imports in 1991, compared to 85.6 per cent in 1989, while those of factor services dropped from 14.4 to
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12.7 per cent. Within non-factor services, the share of other official services rose from 33.7 to 46.4 per
cent.

As in exports, the GCC countries dominate the region’s imports of both factor and non-factor services;
these accounted for 84.3 per cent of total imports in 1991 compared to 77 per cent in 1989. The 1991 figure
reflects the increase in imports of other official services, which rose from 31 to 45.1 per cent (or from $12.3
billion to $27.1 billion), the main contributor being Saudi Arabia, which increased its cutlays on this item
from $10.7 billion to $24.4 billion (annex table 6).

The above developments resulted in a sharp increase in the region’s overall deficit in services from
around $4 billion in 1989 to $27.8 billion in 1991. The deficit in non-factor services rose from $19.5 billion
to $36.5 billion, while the surplus in factor services fell from $15.5 billion to $8.7 billion. The increase
in the deficit in non-factor services was caused by the large increase in the deficit of the GCC countries, as
the other ESCWA member countries increased their surplus from $1.3 billion to $4 billion. The decline in
the surplus in factor services, on the other hand, resulted from a drop in the surplus of GCC countries and
from an increase in the deficit of the other ESCWA member countries.

3. Position of individual countries'

Saudi Arabia continued to dominate both receipts and payments in the region’s international trade in
services, accounting for between 38 and 40 per cent of the former and between 58 and 69 per cent of the
latter during the period 1989 to 1992. The Gulf crisis contributed to raising its share in payments from 58.3
per cent in 1989 to 69.3 per cent in 1991; this share fell back to 60.6 per cent in 1992. With respect to
receipts, Saudi Arabia’s share fell from 40 per cent in 1989 to about 38 per cent in 1991 and 1992. The
second and third largest contributors to services payments and earnings, though on a much lower scale, have
been Egypt and Kuwait, respectively. The former’s share in total payments dropped from 13.1 per cent in
1989 to 9.4 per cent in 1991, but increased again to 15.5 per cent in 1992, while Kuwait’s share dropped
from 13.7 per cent in 1989 to 9.6 and 9 per cent in 1991 and 1992, respectively (table 13). On the credit
side, Egypt increased its share from 15.9 per cent in 1989 to 29.3 per cent in 1992.

Saudi Arabia has been the main contributor to payments for non-factor services, followed by Egypt
and Kuwait; Egypt has been the main contributor in the case of factor services, followed by Saudi Arabia
and the Syrian Arab Republic. The large Saudi Arabian share in non-factor services originates in other
official services, other private services and shipment, while Egypt’s main contribution comes from
transportation, shipment and other private services. Kuwait’s main contribution comes from travel and other
transportation. In factor services, the main contributors are as follows: Saudi Arabia in direct investment
income; Egypt, the Syrian Arab Republic and Kuwait in other investment income; and Bahrain in private
transfers.

With respect to earnings from non-factor services, Egypt and Saudi Arabia lead by far. At a more
disaggregated level, it is possible to point to Kuwait in shipment, to Egypt in other transportation, and to
Saudi Arabia and Egypt in travel and other private services. For factor services, the entire earnings from
direct investment income and private transfers accrued to Egypt, and the bulk of other investment income
to Saudi Arabia and Kuwait.

'S Due to the lack of data, this section covers the following seven ESCWA member countries only: Bahrain, Egypt, Jordan,
Kuwait, Oman, Saudi Arabia and the Syrian Arab Republic.
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Table 13. ESCWA region: payments and receipts by major category of international transactions
in _services and by country, 1989, 1991 and 1992*

(Percentage share)
Total
Syrian (Us$ 1
Saudi Arab million=100 per
Bahrain Egypt Jordan Kuwait Oman Arabia  Republic cent)
TOTAL TRANSACTIONS
Debit
1989 3.6 13.1 3.8 13.7 3.2 58.3 43 35 688
1991 2.8 9.4 2.7 9.6 2.6 69.3 16 58 312
1992 35 15.5 3.5 9.0 3.2 60.6 4.7 49 271
Credit
1989 3.9 15.9 4.0 31.7 1.2 40.5 2.8 32 147
1991 4.0 26.0 4.8 223 1.3 38.0 3.6 30 577
1992 4.2 29.3 5.1 17.8 0.9 382 4.5 30 393
NON-FACTOR SERVICES
Debit
1989 1.8 10.8 3.7 13.5 1.8 65.8 2.6 30 514
1991 1.4 6.5 2.2 9.7 1.9 76.3 2.0 14 427
1992 2.3 11.8 3.2 9.2 2.2 68.6 2.7 41 307
Credit
1989 7.7 38.7 10.9 11.8 0.5 22.6 7.8 11 402
1991 6.5 49.1 9.4 6.8 0.4 20.4 7.4 14 427
1992 6.3 48.8 8.9 9.1 0.1 19.1 7.7 16 326
SHIPMENT
Debit
1989 6.2 222 6.0 17.7 4.7 38.0 5.2 5025
1991 6.4 18.5 4.4 10.5 5.2 48.9 6.1 6 406
1992 5.5 15.8 55 15.7 5.8 44.1 7.6 6 750
Credit
1989 . 4.4 3.5 80.3 . — 5.8 564
1991 . 13.6 0.4 63.8 . — 222 243
1992 . 72 0.8 86.8 . — 5.2 554
OTHER TRANSPORTATION
Debit
1989 10.9 2718 22.6 31.7 . . 7.0 1 064
1991 14.7 25.6 16.6 32.1 . - 11.0 1019
1992 21.5 16.5 22.1 30.6 . . 9.3 1339
Credit
1989 6.2 64.1 7.8 14.2 0.3 2.1 53 3479
1991 6.4 71.1 6.1 8.3 0.3 32 4.6 4109
1992 8.3 66.4 7.0 10.6 03 2.5 4.9 4 689
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Table 13. (continued)

Total
Syrian (Uss 1
Saudi Arab million =100 per
Bahrain Egypt Jordan Kuwait Oman  Arabia  Republic cent)
TRAVEL
Debit
1989 2.5 2.8 13.4 72.0 1.5 7.8 3126
1991 34 1.7 9.6 68.9 1.6 8.8 2919
1992 4.1 26.8 10.3 49.8 1.4 1.6 3422
Credit
1989 53 43.9 24.9 6.5 2.2 17.2 2189
1991 6.3 53.6 12.4 9.9 1.8 . 16.0 2 563
1992 35 15.6 3.5 9.0 32 60.6 4.6 3678
OTHER OFFICIAL SERVICES
Debit
1989 35 0.9 49 89.1 1.6 12 031
1991 1.4 0.6 6.9 90.4 0.7 27 052
1992 1.5 1.1 3.9 922 1.3 14 708
Credit
1989 0.2 68.7 1.5 18.3 — 11.3 1209
1991 0.2 58.5 1.7 21.5 - 18.1 1099
1992 60.4 1.3 20.5 — 17.8 1097
OTHER PRIVATE SERVICES
Debit
1989 0.6 14.7 0.7 0.6 3.0 80.1 0.3 9 268
1991 04 9.8 1.7 0.5 4.2 832 0.3 13 510
1992 1.1 16.2 1.0 0.3 3.1 78.2 0.1 15 088
Credit
1989 13.6 9.2 9.6 — 63.4 4.2 3 961
1991 7.9 33.0 11.9 — 43.9 33 6413
1992 7.2 31.5 10.1 47.6 3.6 6 308
FACTOR SERVICES
Debit
1989 14.3 26.8 4.6 14.6 11.4 13.9 14.4 5174
1991 12.3 28.9 6.1 8.8 8.0 21.1 14.8 7 404
1992 9.6 35.1 4.9 8.0 8.3 18.9 15.2 7 964
Credit
1989 1.8 34 0.2 42.6 1.6 50.3 0.1 20 745
1991 1.8 54 0.7 36.0 21 53.7 0.4 16 150
1992 1.7 6.6 0.8 28.0 1.9 60.4 0.6 14 067
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Table 13. (continued)

Total

Syrian (US$ 1
Saudi Arab million =100

Bahrain Egypt Jordan Kuwait Oman Arabia  Republic per cent)

DIRECT INVESTMENT INCOME

Debit

1989 . 23 .. . 318 65.9 . 1 089
1991 . 0.4 . .. 20.6 79.1 .. 1975
1992 .. 0.7 . .. 22.5 76.8 .. 1 954
Credit

1989 .. 100.0 . . .. — — 189
1991 - 100.0 . .. . — — 221
1992 . 100.0 . . . — — 318

OTHER INVESTMENT INCOME

Debit
1989 6.8 37.5 6.6 213 6.9 — 20.9 3 557
1991 5.1 44.5 9.5 13.8 3.9 — 232 4 124
1992 4.2 48.7 7.5 12.2 4.2 —_ 23.2 5234
Credit
1989 1.8 2.5 0.2 43.0 1.6 50.8 0.1 20 554
1991 1.8 4.0 0.7 36.6 2.1 54.4 0.4 15 924
1992 8 4.3 0.8 28.7 2.0 61.9 0.5 13 731
PRIVATE TRANSFERS'
Debit
1989 93.8 6.2 .. — . — —_ 528
1991 95.3 4.7 . — .. — . 704
1992 69.9 30.1 . — . — -_ 775
Credit
1989 — 100.0 . — . — . 3
1991 —_ 100.0 . — . — . 5
1992 — 100.0 . — .. — . 18

Source: International Monetary Fund (IMF), Balance of Payments Statistics Yearbook, vol, 3, part 2 (1992).

a Iraq, Lebanon, Qatar, the United Arab Emirates and the Republic of Yemen are excluded due to the Jack of data.
b Covers labour income and property income.

D. Balance of payments and reserves

1. Balance-of-payments developments

The combined current account balance of the ESCWA region (excluding Iraq, Lebanon, Qatar, the
Republic of Yemen and the United Arab Emirates for lack of data) recorded a deficit of $19.6 billion in
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1992—a considerable improvement in relative terms compared with the $37.8 billion deficit recorded the
previous year. This was achieved despite the sharp deterioration in the trade surplus from $20.3 biliion to
$7.7 billion; the improvement was a result of a sharp curtailment of the deficits both in services from $31
billion to $19 billion, and in unrequited transfers from $27.1 billion to $8.3 billion (table 14).

The drop in the overall trade surplus by almost two thirds resulted from a faster increase in GCC
imports relative to exports, and from a decline in other ESCWA member countries’ exports compared with
a large increase in their imports. The improvement in the deficit in services and unrequited transfers
resulted from the settlement of most of the GCC countries’ (mainly Saudi Arabia’s and Kuwait’s) financial
obligations in connection with the Gulf war and payments to repatriated workers.

The deficit in the current account was covered by net capital inflows of $29.5 billion. A negative and
large “errors and omissions” entry offset more than one third of the net capital inflows, leaving a negligible
overall surplus. The positive change in reserves, amounting to $3 billion, compared with $2.2 billion in
1991, resulted mainly from “exceptional financing” in the amount $2.9 billion.

The GCC countries continued to dominate the region’s external transactions. The drop in the current
account deficit of these countries (excluding Qatar and the United Arab Emirates for lack of data) by around
50 per cent, from $40.8 billion in 1991 to $21.7 billion in 1992, largely explains the improvement in the
region’s overall current account situation. The improvement in the GCC countries’ current account resulted
from a decline in their deficit in services from $32.1 billion to $19 billion, and in that of unrequited transfers
from $35.7 billion to $17.4 billion. These improvements were more than sufficient to offset the decline in
the trade surplus from $27.1 billion to $14.8 billion, which essentially reflected the deterioration in the trade
surplus of Saudi Arabia from $22.1 billion to $13 billion. Kuwait, on the other hand, turned a deficit of
$5.8 billion in 1991 into a slightly positive balance in 1992.

Improvement in the services account deficit of the GCC group was mainly attributable to Saudi Arabia,
where the deficit fell from $27.6 billion to $18.2 billion; in the case of unrequited transfers, the
improvement was brought about by lower deficits in both Kuwait ($8 billion) and Saudi Arabia ($6 billion).

Net capital inflow to the GCC countries amounted to $28.7 billion, which was $5.2 billion less than
the 1991 figure, but still exceeded the current account deficit by $7 billion. However, because of the large
(810.8 billion) and negative “errors and omissions” entry, the overall balance showed a deficit of $3.7
billion; this was reflected in a corresponding fall in reserves, the brunt of which was borne by Saudi Arabia,
where reserves fell by $5.7 billion. In contrast, Kuwait’s reserves increased by $1.9 billion (annex table 7).

Non-oil diversified economies (excluding Lebanon and the Republic of Yemen, due to lack of data)
also contributed to the decline in the region’s trade surplus, as their overall trade deficit increased from
around $6 billion to $7.1 billion. Jordan was the main contributor, with its deficit rising by around $0.7
billion, while the surplus of the Syrian Arab Republic retreated from $1.1 billion to $0.2 billion. The group
also recorded a sharp decline in its surplus in the services account, from $1.4 billion to only $0.1 billion,
mainly reflecting the deterioration in Egypt’s earnings from tourism and other private services and the
increase in its deficit from other investment income, as well as a slight increase in Jordan’s deficit.

The $1.4 billion increase in the non-oil diversified economies group’s net earnings from unrequited
transfers was mainly attributable to Egypt ($1.6 billion) and to a much lesser extent to the Syrian Arab
Republic, with their combined figures offsetting the decline in transfers accruing to Jordan. The group
achieved an overall balance-of-payments surplus of $3.8 billion; this, together with a positive “exceptional
financing” entry of $2.9 billion, produced an increase in their reserves amounting to $6.7 billion, $6.2
billion of which accrued to Egypt, $0.4 billion to Jordan, and $0.1 billion to the Syrian Arab Republic.
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Table 14. ESCWA region: Summary of balance-of-payments flows, 1985 and 1988 to 1992*

(Millions of US dollars)

1985 1988 1989 1990 1991 1992
TRADE BALANCE (F.0.B)} 13 712 2 666 17 013 32 932 20 311 7 688
GCC countries 24 306 12 700 23 646 39 888 27 074 14 810
Other ESCWA member countries -8 942 -8 658 -5 516 -5 777 -5 986 -7 122
Least developed member country” -1 652 -1376 -1 117 -1 179 1717
SERVICES (NET) -15 081 -1 867 -6 541 -15 519 -3¢ 999 -18 921
GCC countries -13 309 -1 935 -5 890 -15 713 -32 135 -19 038
Other ESCWA member countries -1 596 484 -208 658 1379 117
Least developed member country -176 417 -443 -464 -243
BALANCE ON GOODS AND SERVICES -1 369 800 10 472 17 413 -10 688 -11 233
GCC countries 10 997 10 766 17 756 24 175 -5 061 -4 228
Other ESCWA member countries -10 538 -8 174 -5 724 -5 119 -4 607 -7 005
Least deveioped member country -1 828 -1 792 -1 560 -1 643 -1 020
NET UNREQUITED TRANSFERS -2 795 -3 700 -6 565 -9 515 -27 064 -8 331
GCC countries -11 260 -11 077 -13 102 -17 790 -35 703 -17 437
Other ESCWA member countries 7 155 6 684 5971 7 016 7718 9 106
Least developed member country 1310 693 566 11259 921
BALANCE ON CURRENT ACCOUNT -4 163 -2 900 3907 7 898 -37 752 -19 564
GCC countries -263 -312 4 654 6 385 -40 764 -21 663
Other ESCWA member countries -3 382 -1 490 247 1 897 3111 2 101
Least developed member country -518 -1 098 -994 384 -99
NET CAPITAL FLOWS 11 668 142 -2 624 -12 175 28 901 29 494
GCC countries 8 924 -2 417 -3 525 -1 203 31 505 28 715
Other ESCWA member countries 2418 1 767 -13 -11 337 -2 872 779
Least developed member country 326 792 914 365 268
ERRORS AND OMISSIONS -7 132 -1 368 -1 285 -39 2126 -9 814
GCC countries -7 728 -1 167 -1 826 -414 1107 -10 761
Other ESCWA member countries 538 =205 485 358 1 056 947
Least developed member couniry 58 4 56 17 -37
OVERALL BALANCE 372 -4 127 2 -4 316 -6 725 119
GCC countries 933 -3 896 -697 4 768 -8 152 -3 708
Other ESCWA member countries -427 72 719 -9 082 1295 3 827
Least developed member country -134 -303 -24 2 132
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Table 14. (continued)

1985 1988 1989 1990 1991 1992
COUNTERPART ITEMS, EXCEPTIONAL
FINANCING AND OTHERS 363 65 156 12 781 4 485 2 889
GCC countries — — — - — —
Other ESCWA member countries 350 7 139 12 781 4 485 2 889
Least developed member country 13 58 17 — 0.0 .
CHANGE IN RESERVES (MINUS EQUALS -7135 4 062 -154 -8 464 2 240 -3 008
INCREASE)
GCC countries -933 3 896 697 -4 768 8 152 3708
Other ESCWA member countries 77 -79 -824 -3 698 -5 780 -6 716
Least developed member country 121 245 7 2 -132

Source: Compiled by the ESCWA secretariat, based on data provided in national and international sources,
Notes: Totals may not add precisely because of rounding.

a Excluding Iraq and Lebanon for all years, and excluding Qatar, the Republic of Yemen and the United Arab Emirates for
1992, due to lack of data.

b Republic of Yemen.

2. International reserves

The international reserves of the region (excluding Irag, the Syrian Arab Republic and the Republic
of Yemen due to lack of data) rose from $36.4 billion in 1991 to $37.9 billion in 1992, and further to $39.9
billion in 1993, despite the exclusion of Oman and incomplete data on Qatar and the United Arab Emirates
(annex table 8). The improvement was mainly attributed to a rise of $2.1 billion in the reserves of Egypt,
and of $1.3 billion in those of Lebanon. The remaining countries for which data were available recorded
stable or lower reserves in 1993, except Saudi Arabia, whose reserves showed an increase of $1.5 billion.
It is worth mentioning that the narrowing of the gap between the levels of overall reserves held by the GCC
countries and the other ESCWA member countries continued in 1993. This gap, representing a ratio of
more than 9 to 1 in 1985, began to narrow in 1988, with the process accelerating after the Gulf crisis as the
GCC countries started to draw down their reserves to meet crisis-related obligations, while countries such
as Egypt and the Syrian Arab Republic benefited from transfers. The improvements in the case of Egypt
and Lebanon could also be closely linked to stabilization and economic reform policies pursued by the two
countries.

The increase in international reserves in 1992, however, was lower than the increase in total imports;
consequently, the region’s ability to provide for imports and other external obligations, as indicated by the
reserves/imports ratio dropped in terms of current imports from 5.9 months in 1991 to 5.2 months in 1992
(table 15). However, while the reserves/imports ratio of the GCC countries recorded a further decline, that
of the other ESCWA member countries showed marked improvement, rising in terms of current imports
from 7.2 to 9.3 months, and from 8.7 to 12.8 in terms of 1989 imports.

31



Table 15. ESCWA region: reserves/imports ratios, 1989 to 1992°

(1989 imports and current imports)

1989 1990 1991 1992
ESCWA REGION
1989 imports 6.32 5.57 6.46 6.74
Current imports 6.32 5.21 5.86 5.23
GCC COUNTRIES
1989 imports 7.57 4.00 6.78 5.74
Current imports 7.57 5.83 5.41 3.39
OTHER ESCWA MEMBER COUNTRIES®
1989 imports 5.90 6.69 8.69 12.80
5.90 5.71 7.16 9.30

Current imports

Source:

ESCWA compilations, based on data given in national and international sources.

a
b

Number of months covered by available reserves.

Including the region’s least developed country, the Republic of Yemen.
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III. THE URUGUAY ROUND: RESULTS AND IMPACT

A. Multilateral trade negotiations and the General Agreement on
Tariffs and Trade (GATT): background

The United States played a leading role in the formation of the GATT system. By the end of the
Second World War the United States had come to two major conclusions about world trade: first, that the
collapse in world trade and the subsequent rise in trading blocs during the Depression of the 1930s had been
major contributing factors to the start of the Second World War; and second, that the tariff escalation
triggered by the Hawley-Smoot Act of 1930 had caused the deepening of the Depression and the polarization
of world trade.'

In the light of the above, a number of steps were taken to lay the foundations of the world economic
system, including the establishment of the International Monetary Fund and the International Bank for
Reconstruction and Development in 1945, and later the signing of the Geneva Agreement, which founded
GATT. The GATT Agreement was signed by 23 countries at the Geneva Conference in 1947 and went into
effect in January 1948.

The General Agreement on Tariffs and Trade is a multilateral trade agreement which both sets out
rules of conduct for international trade relations and provides a forum for multilateral negotiations geared
towards solving trade problems and towards the gradual elimination of tariffs and other barriers to trade.
The GATT Agreement is based upon principles of non-discrimination and reciprocity. With the exception
of customs unions and free trade areas, all contracting parties are generally bound by the GATT Agreement’s
most favoured nation (MFN) clause. Protection is to be given to domestic industries only through customs
tariffs, thereby prohibiting import quotas and other restrictive trade practices.

Prior to the Uruguay Round, GATT held seven rounds of multilateral trade negotiations: the Geneva
Negotiations in 1947, the Annecy Negotiations in 1949, the Torquay Negotiations in 1950 and 1951, the
Geneva Negotiations in 1955 and 1956, the Dillon Round between 1959 and 1962, the Kennedy Round
between 1963 and 1967, and the Tokyo Round between 1973 and 1979.

The major objective of the first five rounds was the reduction of tariffs, while the Kennedy and Tokyo
rounds opened up a wider range of trade topics.

(a) Geneva Negotiations (April to Qctober 1947)

It was at this initial conference that the original 23 signatories finalized the GATT Agreement.
Negotiations also focused on reducing tariffs on a country-by-country and product-by-product basis.
Countries with already low tariffs agreed to bind many of those rates against increase. Through most
favoured nation (MFN) treatment, the bilateral tariff reductions were enjoyed by all contracting parties.

(b) Annecy Negotiations (April to October 1949)

Bilateral negotiations to reduce tariffs were completed by 147 pairs of countries.

'8 President Hoover took a number of anti-Depression measures during the Great Depression; one of these was the Hawley-
Smoot Tariff Bill, which raised the average ad valorem duty from 26 to 50 per cent and brought retaliation from other countries,
Encyclopedia Britannica, Macropadia, vol. 18 (Knowledge in Depth) (Chicago and elsewhere, Encyclepedia Britannica, Inc., 1980),
p. 989.
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(¢) Torguay Negotiations (September 1950 to April 1951

The inclusion of Germany, an important exporter of industrial goods, along with a total of 40 other
participating countries allowed for a more comprehensive round of trade negotiations through which more
reductions in tariffs and bindings of tariff rates were achieved.

(d) Geneva Negotiations (1956)

The main objectives and achievements of these Negotiations were reductions in and bindings of tariffs.

(e) Dillon Round (September 1960 to July 1962)

While the main objective was to achieve a general reduction in tariffs, the negotiations also included
medifications to tariffs of the European Communities countries to align them with the Community’s common
tariff.

The Round, in which 47 countries participated, included two phases: the first involved
“compensation” negotiations with the European Communities to realign individual country tariffs with the
common tariff, and the second was intended to yield additional tariff concessions.

The rounds of negotiations described above did not address agricultural products or issues facing
developing countries. However, at the Dillon Round, GATT agreed to discuss these topics separately as part
of its programme for the expansion of trade.

() Kennedy Round (May 1964 to June 1967)

The scope of the Kennedy Round objectives was wider than those of the previous rounds since it
addressed both tariff and non-tariff barriers, greater access for agricultural products, and tariff concessions
for developing countries not conditional on reciprocity.

In addition to discussing tariff reduction, the Round established uniform rules for the application of
anti-dumping measures and also reached an agreement on basic minimum and maximum prices for major
wheats, with provisions for the developing countries.

Under President Kennedy’s Trade Expansion Act of 1962, the United States was able to participate
for the first time in across-the-board tariff negotiations as opposed to product-by-product negotiations. The
GATT Trade Negotiations Committee set a goal of reducing industrial tariffs by 50 per cent. Also important
were the increased focus on non-tariff barriers and the extensive participation of developing countries (35
of a total of 50 countries) as the most favoured nation clause gave them access to concessions granted by
other countries to each other without the need to reciprocate.

() Tokyo Round (September 1973 to April 1979)

The Tokyo Round expanded its objectives to include the following: negotiate on tariffs in the general
terms possible; reduce non-tariff barriers and bring them under international discipline; examine possibilities
for the elimination of all barriers to trade in certain sectors; improve the international framework for the
conduct of world trade; and address the adequacy of the multilateral safeguard system, treating tropical
products as a special category.
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This Round was the most comprehensive and complex of the GATT negotiations up to that point, with
even greater developing-country participation. The Tokyo Declaration emphasized the importance of
developing countries in the negotiations so as to ensure their participation. The gains made with respect to
non-tariff barriers were important. Agreement was also reached on monitoring and restricting subsidies, and
on technical barriers, import licensing, anti-dumping measures, and unfair government procurement and
customs valuation practices. It was also during this Round that GATT firmly established its role as a
regulatory watchdog rather than just a forum for the reduction of trade barriers. Accordingly, the major
achievements of the Round included the following: tariffs were reduced and brought closer in line with each
other; a permanent legal basis was provided within GATT for the trade of developing countries; accords
were reached on restricting certain non-tariff barriers; the anti-dumping code was strengthened; agricultural
agreements were reached on meat and dairy products; and finally, tariff and non-tariff concessions were
made with respect to tropical products."’

The seven rounds of negotiations preceding the Uruguay Round managed to lower world tariff levels
from about 40 per cent in the 1940s to under 10 per cent. The Tokyo Round is judged to have been of only
modest success. In that Round, however, attention began to shift from the already relatively low world tariff
level to more complicated trade problems such as agricultural trade protection and unfair trade practices; this
constituted the background for the launching of the Uruguay Round.

B. The Uruguay Round negotiations

The Uruguay Round was launched by a decision of GATT contracting parties meeting at the
ministerial level in Punta del Este (Uruguay) from 15 to 20 September 1986. The Punta del Este Declaration
falls into two parts, the first concerned with trade in goods and the second (discussed here for the first time)
with trade in services.'®

The broad agenda of non-traditional trade policy issues complicated the Uruguay Round negotiations.
A significant increase in the number of countries participating also added to their complexity: 107 countries
took part in the Uruguay Round negotiations, up from 99 in the Tokyo Round and only 23 in the first GATT
Round in 1947.

The Uruguay Round was scheduled to be completed by the end of 1990, but it took three more years
before it was finalized in December 1993.

1. Negotiations on trade in goods
(a) Objectives
(a) Bring about the further liberalization and expansion of world trade for the benefit of all
countries, especially the less developed contracting parties, by the reduction and elimination of tariffs and

non-tariff restrictions;

(b)  Strengthen the role of GATT by bringing about a wider coverage of world trade under agreed-
upon, effective and enforceable multilateral disciplines.

7 Federal Reserve Bank of New York, Research Paper No. 9119: The Uruguay Round of GATT Trade
Negotiaticns, June 1991, appendix, pp. 1-5.

1 Focus: GATT newsletter, No. 41 (October 1986).
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To attain these objectives, the negotiations aimed to accomplish the following:
(a) Reduce or, as appropriate, eliminate tariffs;
(b) Reduce or, as appropriate, eliminate non-tariff measures;

(c)  Achieve the fullest possible liberalization of trade in tropical products in both their processed
and semi-processed forms;

(d) Achieve the fullest possible liberalization of trade in natural-resource-based products in both
their processed and semi-processed forms;

(¢) Formulate modalities in the area of textiles and clothing that would permit the eventual
integration of this section into GATT on the basis of strengthened GATT rules and disciplines;

(f)  Achieve greater liberalization of trade in agriculture and bring all measures affecting import
access and export competition under strengthened and more operationally effective GATT rules and
disciplines, taking into account the general principles governing the negotiations, by doing the following:

i) Improving market access through the reduction of import barriers;

(ii) Improving the competitive environment by increasing discipline on the use of all direct and
indirect subsidies and other measures affecting agricultural trade either directly or indirectly;

(iii) Minimizing the adverse effects that sanitary and phytosanitary regulations and barriers often
have on agricultural trade.

(b) The main principles governing negotiations

(@) The developed countries do not expect reciprocity for commitments made by them to reduce or
remove tariffs and other barriers to the trade of developing and least developed contracting parties.
Developed contracting parties shall therefore not seek, and neither shall developing contracting parties be
required to make, concessions that are inconsistent with their development, financial and trade needs;

(b) Developing contracting parties expect that their capacity to make contributions or negotiated
concessions will improve with the progressive development of their economies and improvements in their
trade situation;

(c)  Special attention shall be given to the particular situations and problems of the least developed
countries and to the need to encourage positive measures to facilitate expansion of their trading opportunities.

{(c) Standstill and rollback

Each participant agrees to the immediate application of commitments regarding standstill and rollback.
Under the former, a participant is not to take any trade-restricting or -distorting measures inconsistent with
the provisions of the GATT Agreement or the instruments negotiated within the framework of GATT or
under its auspices; not to take any trade-restricting or -distorting measures in the legitimate exercise of its
GATT rights that would extend beyond that which is necessary to remedy specific situations; and not to take
any trade measures designed to improve its negotiating position.
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Under the agreement on rollback, all trade-restricting or -distorting measures inconsistent with the
provisions of the GATT Agreement shall be phased out or brought into conformity with it within an agreed-
upon time frame, but by no later than the date of the formal completion of the negotiations; there shall be
a progressive and equitable implementation of this commitment through consultations among the participants
concerned; and there shall be no GATT concessions requested for the elimination of these measures.

Each participant agrees that the implementation of these commitments shall be subject to multilateral
surveillance to ensure that they are being met.

(d) Safeguards

A comprehensive agreement on safeguards is of particular importance with respect to strengthening
the GATT system and achieving progress in the multilateral trade negotiations. The agreement shall clarify
and reinforce the disciplines of the GATT Agreement and should apply to all contracting parties.

(¢)  Multilateral trade negotiations and arrangements

Negotiations aimed to improve, clarify or expand, as appropriate, the agreements and arrangements
negotiated in the Tokyo Round.

(f)  Subsidies and countervailing measures

Negotiations on subsidies and countervailing measures shall be based on a review of all existing
articles and agreements on these matters, with the objective of improving GATT disciplines relating to all
subsidies and countervailing measures that affect international trade.

(g)  Dispute settlement

In order to ensure the prompt and effective resolution of disputes to the benefit of all contracting
parties, negotiations shall aim to improve and strengthen the rules and procedures of the dispute-settlement
process, while recognizing the contribution that would be made by more effective and enforceable GATT
rules and disciplines. Negotiations shall include the development of adequate arrangements for overseeing
and monitoring the procedures that facilitate compliance with adopted recommendations.

(h)  Trade-related aspects of intellectual property rights, including trade in counterfeit goods

In order to reduce the distortions in and impediments to international trade, and taking into account
the need to promote the effective and adequate protection of intellectual property rights, and to ensure that
measures and procedures to enforce intellectual property rights do not themselves become barriers to
legitimate trade, the negotiations aimed to clarify GATT provisions and, where appropriate, to elaborate new
rules and disciplines.

Negotiations also aimed to develop a multilateral framework of principles, rules and disciplines dealing
with international trade in counterfeit goods, taking into account the work already undertaken in the GATT.

These negotiations aimed not to prejudice other complementary initiatives that might be developed
and/or carried out by the World Intellectual Property Organization or others to deal with these matters.
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(i)  Trade-related investment measures

Following an examination of the operation of GATT articles related to the trade restrictions and
distorting effects of investment measures, negotiations should, as appropriate, elaborate further provisions
that may be necessary to prevent such adverse effects on trade.

()  The functioning of the GATT system

Negotiations aimed to develop the following understandings and arrangements: (i) to enhance
surveillance in the GATT to make possible the regular monitoring of the trade policies and practices of the
contracting parties and their impact on the functioning of the multilateral trading system; and (ii) to increase
the contribution of the GATT to words achieving greater coherence in global economic policy-making by
strengthening its relationship with other international organizations responsible for monetary and financial
matters.

In addition, the Declaration covered subjects related to participation in and the organization of the
negotiations.

2. Negotiations on trade in services

Negotiations in this area aimed to establish a multilateral framework of principles and rules for trade
in services, including the elaboration of possible disciplines for individual sectors, with a view to expanding
such trade under conditions of transparency and progressive liberalization and as a means for promoting the
economic growth of all trading partners and the development of developing countries. Such a framework
should respect the policy objectives of national laws and regulations applying to services and should take into
account the work of relevant international organizations.'

C. The Final Act®

The Final Act Embodying the Results of the Uruguay Round of Multilateral Trade Negotiations,
embodying the results of the Uruguay Round, is 450 pages long and contains legal texts which spell out the
results of the negotiations. In addition to the texts of the agreements, the Final Act contains texts of
ministerial decisions and declarations which further clarify certain provisions of some of the agreements.

The Final Act covers all the negotiated areas cited in the Punta del Este Declaration, with two
important exceptions. The first is the results of the “market access negotiations”, in which individual
countries have made binding commitments to reduce or eliminate specific tariff and non-tariff barriers to
merchandise trade. These concessions are to be recorded in national schedules, which will form an integral
part of the Final Act. The second exception is the “initial commitments” on the liberalization of trade in
services; these commitments are also to be recorded in national schedules.

9 Ibid.

2 Much of the information in this section of the document is excerpted or paraphrased from GATT, “The Final Act of the
Uruguay Round”, News of the Uruguay Round of Multilateral Trade Negotiations, NUR 080 (Geneva, GATT, 15 December 1993).
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1. Agreement establishing the Multilateral Trade Organization

The agreement establishing the World Trade Organization or WTO (formerly Multilateral Trade
Organization, or MTO)* envisages a single institutional framework encompassing the GATT as modified
by the Uruguay Round (or GATT 1994), all agreements and arrangements conciuded under its auspices, and
the complete results of the Uruguay Round. In the structure of the WTO, the highest authority is a
Ministerial Conference composed of representatives of all member States, who meet at least once every two
years. A general council will be established to oversee the operation of the Agreement and the related
ministerial decisions on a regular basis. This general council will act as a dispute-settlement body and a
trade-policy-review mechanism; it will concern itself with the full range of trade issues covered by the WTO,
and which will also establish subsidiary bodies such as a goods council, a services council and a trade-related
intellectual properties rights (TRIPs) council. The WTO framework will ensure a “single undertaking”
approach to the results of the Uruguay Round; membership in the WTO will thus entail accepting all the
results of the Round without exception.

2. General Agreement on Tariffs and Trade 1994

(a) Agreement on Agriculture

Negotiations in the area of agriculture resulted in the following: the Agreement on Agriculture itself;
concessions and commitments members are to undertake on market access, domestic support and export
subsidies; the Agreement on Sanitary and Phytosanitary Measures; and the Ministerial Decision concerning
Least Developed and Net-Food-Importing Developing Countries. The individual components are described
below:

(@)  The results of the negotiations provide a framework for the long-term reform of policies related
to both agricultural trade and domestic agriculture over the years to come. It makes a decisive move towards
the objective of increased market orientation in agricultural trade;

(b) In the area of market access, non-tariff border measures are replaced by tariffs (tariffication).
However, all tariffs on agriculture are to be reduced by an average of 36 per cent over a period of six years
in the case of developed countries, and over a period of 10 years in the case of developing countries, with
minimum reductions for each tariff line being required. Least developed countries are not required to reduce
their tariffs.

In order to facilitate the implementation of tariffication in particularly sensitive situations, a “special
treatment” clause was introduced into the Agreement on Agriculture which allows a country, under carefully
and strictly defined conditions, to maintain import restrictions up to the end of the implementation period.

A separate section in this context reflects the special and differential treatment applied to developing
countries—an integral element of all commitments taken in the Uruguay Round, including those relating to
agriculture. Specifically, the provisions apply to a primary agricultural product that is the predominant
staple in the traditional diet of the developing country invoking this clause of the Agreement;

(¢) Domestic support measures that have, at most, a minimal impact on trade (“green box” policies)
are excluded from reduction commitments. Such policies include general government services in the area

2 The name was changed to the World Trade QOrganization upon the signing of the final documents of the Uruguay Round by
121 countries on 15 April 1994 in Marrakesh, Morocco.
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of research, disease control, infrastructure and food security; they also include direct payments to producers,
income support, structural adjustment assistance, and direct payments under environmental programmes and
regional assistance programmes. In addition to the “green box” policies, certain government assistance
measures to encourage agricultural and rural development in developing countries which make up only a low
proportion of the value of production may be excluded.

Members are required to reduce the value of mainly direct export subsidies to a level 36 per cent
below the 1986-to-1990 base period level over the six-year implementation period, and to reduce the quantity
of subsidized exports by 21 per cent over the same period. In the case of developing countries, the
reductions are two thirds those of developed countries over a 10-year period; no reductions apply to the least
developed countries;

(d) The Agreement on Sanitary and Phytosanitary Measures is concerned with food safety and
animal- and plant-related health regulations. In order to avoid arbitrary measures in this respect or
discrimination among members, the Agreement encourages contracting parties to base their measures on
international standards, guidelines and recommendations where they exist. The Agreement spells out
procedures and criteria for the assessment of risk and the determination of appropriate levels of sanitary and
phytosanitary protection;

(e) The Ministerial Decision concerning Least Developed and Net-Food-Importing Developing
Countries was taken to protect the least developed and net-food-importing developing countries (under
reasonable terms and conditions) from experiencing negative effects related to the supply of food imports.
The special Decision sets out objectives with regard to the provision of basic foodstuffs in full grant form
and through aid for agricultural development, as well as through the short-term financing of commercial food
imports by the International Monetary Fund and the World Bank. The Committee on Agriculture, set up
under the Agreement on Agriculture, will monitor the follow-up activities related to the Decision.

(b) Agreement on Textiles and Clothing

Much of the trade in this area is currently subject to bilateral quotas negotiated under the Multifibre
Arrangement (MFA). The integration of this sector into the GATT would take place as follows: on
1 January 1995, each party would integrate into the GATT products (from a specific list in the Agreement)
which accounted for not less than 16 per cent of its total volume of imports in 1990; on 1 January 1998,
products which accounted for not less than 17 per cent of 1990 imports would be integrated; finally, all
remaining products would be integrated at the end of the transition period on 1 January 2005.

All MFA restrictions in place on 31 December 1994 will be carried over into the new Agreement and
maintained until such time as the restrictions are removed or the products are integrated into GATT.

All other non-MFA restrictions not justified under a GATT provision should be either brought into
conformity with GATT within one year after the Agreement enters into force or phased out progressively
during a period not exceeding the duration of the Agreement (i.e., by 2005).

In the context of a major review of the operation of the Agreement, to be conducted by the Council
for Trade in Goods before the end of each stage of the integration process, the Council shall by consensus
take such decisions as it deems appropriate to ensure that the balance of rights and obligations in this
Agreement is not upset.

A textiles monitoring body (TMB) will be established to oversee the implementation of commitments
and to prepare reports for the major reviews mentioned above. The Agreement also has provisions for the
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special treatment of certain categories of countries—for example, those which have not been MFA members
since 1986, new entrants, small suppliers and least developed countries.

(c} Agreement on Technical Barriers to Trade

This Agreement extends and clarifies the Agreement on Technical Barriers to Trade reached in the
Tokyo Round. It seeks to ensure that technical negotiations and standards, as well as testing and certification
procedures, do not create unnecessary obstacles to trade. Innovative features of the revised Agreement
include its coverage of processing and production methods related to the characteristics of the products
themselves. The coverage of conformity-assessment procedures is expanded and the disciplines are made
more precise. Notification provisions applying to local governmental and non-governmental bodies are
elaborated in more detail here than in the Tokyo Round Agreement.

(d) Agreement on Trade-Related Aspects of Investment Measures (TRIMs)

This Agreement recognizes that certain investment measures restrict and distort trade. Therefore, an
illustrative list of TRIMs agreed to be inconsistent with GATT articles on this subject is appended to the
Agreement. The latter requires mandatory notification of all non-conforming TRIMs and their elimination
within two years for developed countries, within five years for developing countries, and within seven years
for least developed countries.

() Agreement on Implementation of Article VI (Anti-Dumping)

Article VI of the GATT Agreement provides for the right of contracting parties to apply anti-dumping
measures if imports cause injury to a domestic industry in the importing contracting party. The Anti-
Dumping Agreement concluded at the end of the Tokyo Round provided a more detailed list of rules on this
subject. There were some changes later, however, as the Uruguay Round negotiations resulted in a revision
and extension of the Agreement.

In particular, the revised Agreement provides for greater clarity and more detailed rules in relation
to the methods used to determine whether a product is being or has been dumped, the criteria to be taken
into account in a determination that dumped imports cause injury to a domestic industry, the procedures to
be followed in initiating and conducting anti-dumping investigations, and the implementation and duration
of anti-dumping measures. In addition, the new Agreement clarifies the role of dispute-settlement panels
in disputes relating to anti-dumping actions taken by domestic authorities.

The Agreement adds relatively specific provisions for determining whether a product is being exported
at a dumped price in order to avoid arbitrarily inflated margins of dumping. The Agreement strengthens
the requirement for the importing country to establish a clear causal relationship between dumped imports
and injury to domestic industry.

Clear-cut procedures have been established on how anti-dumping cases are to be initiated and how such
investigations are to be conducted. A significant improvement over the previous Agreement is the addition
of a new provision under which anti-dumping measures shall expire five years after the date of imposition,
unless a determination is made that, in the event of termination of the measures, dumping and injury would
be likely to continue or recur.

Another new provision requires the immediate termination of anti-dumping investigations in cases
where the authorities determine that margin of dumping is less than 2 per cent of the export price of the
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product or that the volume of dumped imports from an individual country accounts for less than 3 per cent
of the imports of the product in question.

(f)  Agreement on Implementation of Article VII (Customs Valuation)

The decision on customs valuation gives customs administrations the right to request further
information from importers when they have reason to doubt the accuracy of the declared value of imported
goods. If, despite additional information, the administration maintains a reasonable doubt, it may be deemed
that the customs value of the imported goods cannot be determined on the basis of the declared value, and
customs would be permitted to establish the value, taking into account the provisions of the Agreement.

(g) Agreement on Pre-Shipment Inspection

Pre-shipment inspection (PSI) is the practice of employing specialized private companies to check the
shipment details—i.e., price, quantity and quality—of goods ordered overseas to prevent capital flight,
commercial fraud and customs duty evasion.

The Agreement recognizes that GATT principles and obligations apply to the activities of pre-shipment
inspection agencies mandated by Governments. The obligations include non-discrimination, transparency,
the protection of confidential business information, the avoidance of unreasonable delay, the use of specific
guidelines for conducting price verification, and the avoidance of conflicts of interest by PSI agencies.

(h) Agreement on Rules of Origin

This Agreement aims at the long-term harmonization of rules of origin and also seeks to ensure that
such rules do not themselves create unnecessary obstacles to trade. The Agreement provides for a
harmonization programme to be initiated after the completion of the Uruguay Round and to be concluded
within three years. It would be based upon a set of principles which include making the rules of origin
objective, understandable and predictable. Until the completion of the harmonization programme,
contracting parties would be expected to ensure that their rules of origin do not have restricting, distorting
or disruptive effects on international trade. An annex to the Agreement sets out a “common declaration”
with respect to the application of rules of origin in connection with goods which qualify for preferential
treatment.

(1)  Agreement on Import Licensing Procedures

The revised Agreement requires parties to publish sufficient information for traders to allow them to
know and understand the basis on which licences are granted. It is assumed that automatic licensing
procedures do not have trade-restriction effects. For non-automatic licensing procedures, their administrative
burden should be limited to what is necessary. The Agreement also sets a maximum of 60 days for
applications to be considered.

()  Agreement on Subsidies and Countervailing Measures

The Agreement on Subsidies and Countervailing Measures is intended to build on the Agreement on
Interpretation and Application of Articles VI, XVI and XIII which was negotiated in the Tokyo Round.

The Agreement addresses subsidies that are specific to industries rather than general subsidies, and
divides them into three categories as follows:
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(a)  Subsidies that enhance the competitiveness of exports or import-competing industries. These
are to be prohibited under the Agreement and are subject to the new dispute-settlement procedures;

(b)  Subsidies that adversely affect the interests of other member countries, defined by the Agreement
as actionable subsidies. Members affected by them may take up the matter with the dispute settiement body;

()  Subsidies which are either non-specific or involve assistance to industrial research or to
disadvantaged regions, and are defined by the Agreement as non-actionable.

The Agreement also covers the use of countervailing measures against subsidized imports. It lays
down rules for initiating countervailing cases and for investigation by national authorities. Countervailing
duties normally have to be terminated within five years. The least developed countries and developing
countries with per capita incomes of under $1,000 are exempted from this provision. For other developing
countries, the prohibition of export subsidies are scheduled to take effect eight years after the establishment
of WTO; for countries in transition, it should be phased out within a period of seven years from the
Agreement’s date of entry into force.

(k) Agreement on Safeguards

Article XIX of the General Agreement allows a GATT member country to take temporary action to
protect (safeguard) a domestic industry from “serious injury” due to a sudden, large increase in imports.
The article has, however, often been used as a pretext for protection, and its provisions have often been
skirted around through so-called “grey area” measures. Strengthening article XIX was a major objective
of the Tokyo Round, but little was achieved. The Agreement established a prohibition against the grey area
measures and set a definite time limit (the sunset clause) to the duration of action that could be taken under
the article. Accordingly, all safeguard measures taken under article XIX shall be terminated not later than
eight years after the date on which they were first applied, or five years after the establishment of WTO,
whichever comes later. It lays down criteria for determining “serious injury” to domestic industry, and
provides that safeguard measures can be applied only to the extent necessary to prevent or remedy the injury.
The duration of safeguard measures should generally not exceed four years, though this could be extended
to a maximum of eight years. Safeguard measures should not be applied to a product from a developing
country member if the share of the developing country member in the imports of the product concerned does
not exceed 3 per cent, and if developing country members with a less than 3 per cent import share
collectively account for no more than 9 per cent of the total imports of the product concerned. A developing
country member has the right to extend the period of application of a safeguard measure for a period of up
to two years beyond the normal maximum.

3. General Agreement on Trade in Services

In view of the growing importance of trade in services for the growth and development of the world
economy, the Uruguay Round negotiations sought to bring services under multilateral rules and disciplines.
The services agreement, which forms part of the Final Act, rests on three pillars: the first is a framework
agreement containing basic obligations which apply to all member countries; the second concerns national
schedules of commitments containing further specific national commitments which will be the subject of a
continuing process of liberalization; and the third is a number of annexes addressing the special situations
of individual services sectors.

Part one of the basic Agreement defines services as being covered by multilateral rules, and as
including services supplied by one country to another, services supplied by the territory of one country to
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the consumers of another (such as tourism), and services provided through the presence of service-providing
entities of one country in the territory of another (for example construction projects and consultancies).

Part two sets out general obligations and disciplines. The most-favoured nation (MFN) obligation is
extended to trade in services. MFN status may not be possible for every type of services however, and
therefore envisages that parties may indicate specific MFN exemptions which have to be reviewed after five
years and generally are not limited to a 10-year period. Since domestic regulations, not border measures,
provide the most significant influence on services trade, provisions spell out that all such measures of general
application should be administered in a reasonable, objective and impartial manner. The basic Agreement
further emphasizes transparency, which all parties are required to enhance through the publication of all laws
and regulations concerning trade in services.

The Agreement goes far beyond basic principles. One of its major components contains rules and
disciplines relating to particular services (telecommunications, financial services and air transport services)
and the movement of labour. The Agreement on Labour Movement permits countries to negotiate specific
commitments applying to the movement of people providing services. This Agreement does not apply to
measures affecting persons seeking access to the employment market of a member country or to measures
regarding citizenship, residence or employment on a permanent basis.

A third major component of the agreement provides the basis for a progressive liberalization of trade
in services which would not involve general obligations (like trade in goods), but would rather constitute
commitments made through successive rounds of negotiations and the development of national schedules on
market access. Countries are free to decide which services they would include in the offer, and may also
impose limitations on market access and national treatment with the agreement of other participants. The
Agreement also allows parties, through negotiations, to withdraw or modify their schedules after three years.

(a) Agreement on Trade-Related Aspects of Intellectual Property Rights, Including Trade in
Counterfeit Goods

This Agreement recognizes that the infringement of intellectual property rights and the lack of a
multilateral framework of principles, rules and disciplines for dealing with international trade in counterfeit
goods have been a growing source of tension in international economic relations. The Agreement addresses
the applicability of GATT principles and those of relevant international intellectual property agreements, the
provision of adequate enforcement measures for intellectual property rights, and multilateral dispute
settlement.

Under its basic principles, the Agreement extends the requirement of MFN treatment to intellectual
property for the first time. It then takes up each type of intellectual property and, building on existing
international agreements, lays down guidelines and requirements. Among the major features of the
Agreement are the following: it requires parties to comply with the substantive provisions of the Berne
Convention for the Protection of Literary and Artistic Work; it ensures that computer programs will be
protected as literary works; it seeks to protect the rights of authors of computer programs and producers of
sound recordings to authorize or prohibit the commercial rental of their work and to protect live
performances from unauthorized recording and broadcast (bootlegging). In the area of trade marks, the
Agreement defines what types of signs should be eligible for protection; this is also extended to industrial
designs.

The Agreement sets out the obligation of member Governments, under their domestic laws, to

adequately protect the intellectual property rights of foreigners as well as those of their own nationals. The
settlement of disputes in this respect is to be carried out using the GATT dispute-settlement procedures.
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For developed countries, the Agreement envisages a one-year transition peried to bring national
legislation and practices into conformity with the guidelines of the Agreement. Developing countries and
economies in transition have five years, and the least developed countries 11 years.

(b) Government Procurement Agreement

The Final Act contains an agreement related to the procedures for the accession to the Government
Procurement Agreement, which is designed to facilitate the membership of developing countries. It
envisages consultations between the existing members and the applicant Governments, which would be
followed by the establishment of accession working parties to examine the offers made by applicant countries
(in other words, the public entities whose procurement would be opened up to international competition),
and to help determine the export opportunities for the applicant countries in the markets of the existing
signatories.

D. The impact of the Uruguay Round
1. Overall impact
(a) Agriculture

The agricultural package which emerged from the Uruguay Round comprises four main elements: the
tariffication of all non-tariff border measures; a 36 per cent reduction in tariffs, including those resulting
from tariffication; a reduction of 36 per cent in budgetary outlays on export subsidies and a 21 per cent
reduction in the quantities of subsidized exports; and a 20 per cent reduction in “amber” domestic support
measures under the aggregate measure of support (AMS)? clause.

In judging the impact of the reform on the developed economies, it is vital to distinguish between
domestic and world prices. Tariff cuts and reductions in government support have mutually reinforcing
effects on world prices. Specifically, a reduction in tariffs has the direct effect of reducing the price paid
for agricultural goods in the domestic market. However, if the lower domestic price leads to higher
consumption, the world price is likely to rise. Meanwhile, the reduction in subsidies means that domestic
producers receive less for their product; this, in turn, leads to a reduction in supply and an increase in the
prices in world markets. Therefore, tariff reductions and subsidy cuts should mutually reinforce each other
in boosting world prices. At the commodity level, the prices of dairy products, sugar and wheat will rise
most, while those of coarse grain and meat products will rise least. Different sources give different results
with respect to the effects of agricultural trade liberalization on rice prices.

Table 16 provides an assessment of the price effects of agricultural reform. The assessment is based
on three modelling exercises undertaken by the Organization for Economic Cooperation and Development
(OECD), the United Nations Conference on Trade and Development (UNCTAD), and the OECD World
Agricultural Liberation Study (WALRAS). The first exercise considers the one-third reduction in support,
while the other two consider complete liberalization.

2 The Uruguay Round Agreement on Agriculture introduces the concept of the aggregate measure of support (AMS), first
floated during the Kennedy Round. The AMS calculation places government policies into either a “green” or an “amber” box.
Green-box policies are those deemed not to be trade-distorting, while amber-box policies are trade distorting and in need of reform.

45



Table 16. Price effects of agricultural reforms
(Percentage change in world price levels)

Wheat Coarse

grain grain Rice Meat Dairy Sugar
World Bank/
Organization for Economic Cooperation and Development 5.9 3.6 -1.9 4.7 7.2 10.2
United Nations Conference Trade and Development
(UNCTAD) 6.7 4.5 14.3 - 0.0 9.0
OECD World Agricultural Liberation Study (WALRAS) 8.0 5.7 -- i3 47 0.0

Source: P. Evans and J. Walsh, “The EIU guide to the new GATT" (London, The Economist InteHigence Unit, 1994), p. 68.

The overall assessment indicates similar conclusions for all three exercises. Since agricultural prices
will be higher, overall net importers are likely to suffer, while net exporters will gain. Accordingly, the
main beneficiaries are likely to be North America, Europe and Latin America, since they are net exporters
of temperate products, while developing countries will suffer as importers of these products.

Trade revenues are only part of the story; the reforms will also have serious effects on supply. In
countries where production is kept artificially high by subsidies (i.e., OECD countries), output is likely to
fall. OECD farmers, will lose out, but domestic prices (and EU subsidies) will fall, helping both consumers
and the budget deficit. In developing countries, higher prices will raise the living cost of the urban
population, but will also increase the income of domestic producers. This should induce an increase in the
production of temperate products as substitutes for more costly imports—and perhaps even their export into
the more open OECD markets. In turn, higher world prices might induce some countries to shift from being
net importers to being net exporters.

In terms of total welfare gains and losses, the fact that the OECD countries are characterized by
expensive subsidies and a small agricultural workforce implies that there will be significant benefits for both
taxpayers and consumers.

The situation in the developing countries is somewhat more complicated. Net importers will invariably
be worse off, and gains for exporters will be outweighed by higher import costs. Losses are likely to be
widespread both in Africa and Asia in the short to medium term, though when higher world prices induce
increased production, these countries may benefit; the extent of this benefit in the long run will depend not
only upon the physical attributes of individual countries but also on the level of regulation. Regions where
agricultural trade and production already operate in a fairly open environment, such as Latin America, are
likely to adapt most quickly, while African countries are less likely to be able to adapt.

In sum, two main characteristics determine the beneficiaries and losers in the short to medium term:
whether they are net exporters or net importers, and whether they tend to export or import those goods
which are likely to rise in price. Specifically, importers of meat, dairy products, wheat, coarse grains and
vegetable oil will lose, while exporters of these products will gain. At the same time, exporters of coffee,
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cocoa and tea will lose.® The large winners will be North America and Europe and to a lesser extent Latin
America, while there will be a great many losers in Africa and Asia;

(b} Industry

There are three main components of the Uruguay Round reform pertaining to non-agricultural
merchandise trade:

(@)  Tariff binding and tariff reductions;

(b) The lessening of tariff escalation (under the present system, the producer of later stages in a
production process tends to be subject to higher tariffs);

(c)  The reduction of non-tariff barriers (NTBs) through tariffication.

Given the importance and complexity of NTBs, the assessment of their impact will be treated
separately.

(i)  Tariff binding and tariff reductions

The aim of tariff binding is to increase market access through greater security (i.e., exporters know
that the tariffs on their goods cannot rise). As a result of the Uruguay Round, 98 per cent of the value of
all developed countries’ imports from all sources are now bound. More importantly, 17 per cent of
industrial goods imported into developed countries and 19 per cent of such goods from developing countries
are now bound at the zero tariff level.

Tariff barriers are already low in the United States and the European Union, at 3.9 and 4.3 per cent,
respectively, reflecting the liberalization negotiated in previous GATT rounds. It is in the developing
countries that average tariff barriers remain high, standing, for example, at 51 per cent in China and 106
per cent in India. Pre-Uruguay Round tariffs averaged 6.4 per cent in the developed countries, with an
agreed-upon reduction of 38 per cent. This reduction must take place in a maximum of five steps; the first
starts on the day the country gains WTO status, with the subsequent steps entering into effect on 1 January
each year thereafter. The overall size of the reduction is understated because of the figures relating to the
textile and clothing sector, where the offered tariff reduction is only 20 per cent; however, this is in addition
to the agreed phase-out of the Multifibre Arrangement (MFA).

Because the quantitative restrictions on imports (quotas) will be replaced by tariffs that will be subject
to the agreed-upon reduction, the removal of quotas will lead to a greater increase in market access than the
tariff reductions. Therefore, it is the actual reduction in the end-user price of the tariffed good which is the
stimulus to trade, rather than the percentage reduction.

(ii) The lessening of tariff escalation

The Uruguay Round negotiations have succeeded in bringing down both the overall level of tariffs and
the extent to which they increase with the stage of production. This is particularly important for developing

B The most likely explanation is that these items are subject to an export tax in many countries, especially in Latin America,
to provide the Government with funds to invest in industry. Now, and following the finalization of the Uruguay Round, it must
to be gradually eliminated.
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countries that are making efforts to diversify and reduce their dependence on the raw materials and other
goods used in the early stages of the production process. Tariff escalation has reduced the ability of
developing countries to diversify.

Since tariff levels in the world’s major markets are aiready low, expected actual income gains from
the reduction in tariffs on manufactured goods alone are relatively small. According to OECD/World Bank
estimates, gains from non-agricultural tariff reform are likely to be worth only 15 per cent of those of
agricultural reform.?* Such figures exclude gains made from the reduction of non-tariff barriers and knock-
on gains from agricultural and services sector reform. The OECD countries gain the most by far because
of their predominance in the market. China, however, is expected to be the biggest single gainer from
manufacturing reform alone, with real income an estimated 0.8 per cent higher 10 years after
implementation, followed by the countries in upper-income Asia with gains of about 0.7 per cent. The
estimated gain of the European Communities is equivalent to 0.2 per cent of gross domestic product (GDP).

There are a number of macroeconomic features of the adjustment process that need to be mentioned
at this point:

a. Import prices

The rural sector will benefit from lower import prices. This is particularly important for developing
countries—especially in Asia, where pre-Uruguay Round tariffs are high. The gains will be sufficient in
most cases to offset the losses in the urban sector caused by the increased access to their domestic markets.
Elsewhere in the developing world this is not the case; with the exception of Brazil, tariffs are lower than
those in Asia, so the impact of equivalent percentage reductions is smaller on import prices.

b. Domestic prices

The overall effect on domestic prices may be quite marked. According to recent research, full
elimination of post-Tokyo Round tariffs in developing countries will lead to a cut in prices in developed
countries of 0.6 per cent: specifically, the European Communities will experience a cut of 1 per cent, the
United States 0.2 per cent, Japan 0.6 per cent, and Australia 1.1 per cent.”

C. Labour market

According to the results of research done in the United States, the overall scale of labour-force
adjustment should be relatively small.*® The results suggest that full liberalization would lead to only 0.28
per cent of the United States labour force needing to change sectors; this figure rises to 0.43 per cent in
Japan and to 0.65 per cent in the Buropean Communities. However, it is likely that a significant dislocation
of labour will take place within particular sectors. This analysis also points to only a relatively small
dislocation of labour in the developing countries.

In order to identify the winners and losers following trade liberalization in manufacturing, it is
important to know the following: the sectors in which trade will be stimulated most; which countries have

% Deardorft and Stern, The Multilateral Trading System: Analysis and Options for Change, R.M. Stern (ed), 1993 (as quoted
in “The EIU guide to the new GATT”, London, The Economist Intellegence Unit, 1994, pp. 74-75).

¥ Thid.
% Ibid.
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a comparative advantage in these sectors; which countries are the most important markets; and who currently
has the greatest ties to these markets.

The biggest overall absolute reductions in tariff barriers are to be found in textiles and clothing;
leather, rubber and footwear; and chemicals. Imports of wood, pulp, paper and furniture from developing
countries also come in for a particularly large absolute tariff reduction. It should be noted that the tariff
reduction for textiles and clothing does not include the phasing out of the MFA; taken alone, it represents
a great underestimation of the true size of the market opening in this sector.

Estimates made by the GATT secretariat suggest that, as a result of the tariff reductions, developed
countries” imports of industrial products will grow by some 2.6 per cent.”’ However, because multilateral
tariff reduction decreases the inherent preference that exists within a free-trade area, imports from other
countries within the free-trade areas are expected to fall by 0.7 per cent. This is important for the countries
currently outside free-trade areas. The biggest gainers will be those countries which currently hold full MFA
status, from which developed countries’ imports are expected to increase by 4.7 per cent. The biggest
increases in imports are likely to be in the categories of other manufactured goods (4.7 per cent), leather,
rubber and footwear (4.3 per cent), textiles and clothing (3.6 per cent), and non-electrical machinery (3.1
per cent).

While most of the increase in imports will come from developed countries, most developing countries
are net losers from the reforms related to trade in manufactured goods. However, developing countries
which have a “revealed comparative advantage” would benefit.?® Based on an analysis carried out in this
respect, developing countries have a revealed comparative advantage in textiles, clothing, food, raw materials
and fuels, while developed countries have such an advantage in chemicals, other semi-manufactured goods,
machinery and transport equipment, and consumer goods.” Not surprisingly, the developing countries’
revealed comparative advantage tends to lie in those sectors where a lot of labour is required, or where
natural resource endowments are central to production. Accordingly, the winners at a regional level include
the following: Asia from textiles and clothing; Latin America and Western Europe from iron and steel
industries; and North America from the manufacture of machinery and transport equipment (including
automotive products and office and telecommunications equipment) and from chemical products. In Western
Europe, there are also likely to be gains in the chemical, other semi-manufactured goods and consumer
goods industries. Asian industry has a comparative advantage not only in textiles and clothing, but also in
office and telecommunications equipment, other consumer goods, and machinery and transport equipment.

(i1i) The reduction of non-tariff barriers (NTBs) through tariffication

Non-tariff industrial barriers encompass a whole array of measures including voluntary export
restraints (VERs), orderly market arrangements, tariff quotas, surcharges, variable levies, prohibitions,
licensing, import monitoring, anti-dumping and countervailing actions, price controls, and measures invoked
under the MFA. The fact that there is such a wide range of measures makes NTBs difficult to monitor and
observe.

7 P. Evans and J. Walsh, “The EIU guide to the new GATT” (London, the Economist Intelligence Unit, 1994), p. 76.

3 A “revealed comparative advantage” score is derived by calculating the ratio of a country’s exports of an industrial product
to its total exports and comparing this with the same product’s share of total world exports. When the former is greater than the
latter, it can be said that the country holds a revealed comparative advantage (Ibid., p. 77).

* Ibid.
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Developed countries use NTBs most extensively to protect their food, iron and steel, vehicle, and
clothing and textile industries.

Under the Uruguay Round provisions, three types of NTB reductions are taking place:

(@ Using domestic data, NTBs on agricultural imports have been quantified as tariffs and are to
be subject to the tariff reductions specified under the Agricultural Agreement;

(b) The MFA is being phased out over a 10-year period;

(c) The Agreement on Safeguards calls for the phasing out of VERs, orderly marketing
arrangements, or any other similar measures over a four-year period.

A number of studies have been undertaken to estimate the effects of NTB removal. Because a number
of different models and assumptions have been employed, their conclusions tend to differ substantially.
According to one study,® the elimination of NTBs (other than the MFA and the agricultural NTBs) will
result in the following: the imports of the developed countries will grow by 2 per cent, with much of this
being met from the developed countries themselves, as exports are expected to rise by about 1.8 per cent.
The largest increases in imports will be experienced by France, Japan, Australia, ltaly and the United States.
Those gaining the most in terms of exports are France, ltaly, Japan, Australia, Belgium and Luxembourg.
Dislocation of employment, as measured by the gross number of workers who change employment, is quite
significant. About 648,000 workers in the developed countries are expected to change jobs, along with
334,000 workers in the developing countries. Employment in a number of sectors is also expected to
increase.

The phasing-out of the MFA

In most cases the MFA quotas are more restrictive than the tariffs on clothing and textile imports.
Consequently, the removal of the MFA quotas will reinforce the increase in clothing and textiles trade which
will result from the cuts in tariffs. The boost to trade is likely to be significant, as tariff equivalents of the
MFA quotas on textiles and clothing are thought to be around 22 per cent and 28 per cent, respectively.”!

Countries which have important clothing and textile export sectors are the obvious gainers from the
phasing out of the MFA. Long-standing exporters such as Hong Kong and South Korea already account for
a significant proportion of world trade in these items; however, the bigger gainers are likely to be new
exporters such as Bangladesh and China.

According to the revealed comparative advantage formula, the following countries and areas are likely
to benefit significantly from the increased clothing trade: Bangladesh, China, Greece, Hong Kong, India,
Macau, Mauritius, Pakistan, Portugal, Sri Lanka, Tunisia and Turkey.

% Deardorft and Stern, The Mauiltilateral Trading System: Analysis and Options for Change, Robert M. Stern (ed), 1993 (as
quoted in “The EIU guide to the new GATT” (London, The Economist Intelligence Unit, 1994), p. 82).

3 According to a 1989 study by USITC as quoted in “The EIU guide to the new GATT” (London, The Economist Intelligence
Unit, 1994), p. 83.
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(¢} Services

The GATT 1994 Agreement on Services is designed to provide foreign services suppliers with secure
market access and the same treatment as domestic suppliers. It is not—and has never been—intended to be
purely a mechanism by which services-sector companies based in the developed world can build or expand
their market share in the developing world. Indeed, it allows developing countries to limit access where they
deem this desirable. The Uruguay Round Agreement on Services will ensure that firms from the developed
countries have greater market access, but which and whose service industries will gain most will depend on
the particular developing country in question. Because data on services-sector trade are scarce, a country-by-
country analysis of the impact of the Uruguay Round Agreement on Services is difficult. It is fairly certain
that the developed countries will make the biggest gains, although some developing countries are also likely
to benefit—especially in labour-intensive services and in areas where local knowledge and contacts are
needed, such as in tourism.*

2. The impact on ESCWA member countries

Among the ESCWA member countries, only Kuwait (since 1963), Egypt (since 1970) and most
recently Bahrain are contracting parties to the GATT. Qatar, the United Arab Emirates and the Republic
of Yemen maintain a de facto application of the GATT pending a final decision as to their future commercial
policy. Jordan and Saudi Arabia have recently applied for accession. Among non-ESCWA Arab countries,
Morocco (since 1987) and Tunisia (since 1990) are contracting parties, while Algeria maintains a de facto
application of the GATT.*

The role of the region in the Uruguay Round negotiations, as in previous GATT negotiations, was
minimal, not only because of its small presence, but also because of its lack of a serious perspective on the
impact of the results of the negotiations on its economies. The main outcome of direct significance to the
region was the exclusion of oil from the Uruguay Round Agreement on Industrial Goods, which gives the
main oil-importing countries the opportunity to impose any regulations they deem to be in their interest (one
example being the carbon tax). The exclusion of oil represents a great disadvantage with respect to the
region’s interests because of the predominance of oil in its total exports. This aside, the countries of the
region are also set to experience some of the advantages and disadvantages of the Round’s agreements on
agriculture, industry and services. While a full evaluation of these advantages and disadvantages cannot be
made in the absence of detailed sectoral/country studies, an overall assessment is none the less attempted
below.

(a) Agriculture

According to a study undertaken by the General Union of Chambers of Commerce, Industry and
Agriculture for Arab Countries, all Arab countries except Morocco, Tunisia, Sudan and Mauritania are net
food importers. Their imports of agricultural products in 1991 totalled $19.4 billion against exports of $4.9
billion, for a deficit of $14.5 billion.* For the ESCWA region, food imports in 1991 totalled $10.3 billion
and accounted for 15.5 per cent of all imports, while food exports totalled $2.1 billion or 2.5 per cent of

3 P. Evans and J. Walsh, “The EIU guide to the new GATT” (London, The Economist Intelligence Unit, 1994).

# GATT activities 1991 (newsletter), pp. 151-152.

¥ General Union of Chambers of Commerce, Industry and Agriculture for Arab Countries, “The expected impact of GATT
on Arab economies and the joint Arab role in dealing with them” (in Arabic), a paper submitted to the Arab Expert Group Meeting
on the impact of GATT on Arab countries, held by the League of Arab States in Cairo from 4 to 7 July 1994,
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total exports.” Accordingly, the increase in the world food prices following the elimination of agricultural
subsidies (agreed upon by the world’s main food exporters) will increase the region’s import bill and
negatively affect its balance of payments. The largest increases are expected in the prices of basic items such
as wheat, dairy products, sugar and meat, and are likely to range between 24 and 33 per cent above the
average price levels of 1984 through 1986.

In 1991, Arab countries imported the equivalent of $4.8 billion of grain (56 per cent of which was
wheat), $2.2 billion worth of dairy products, $1.4 billion of sugar, and $1.4 billion of edible oil. The
estimated overall losses for Arab countries from the liberalization of trade in agricultural goods will be
around $887 million a year. Egypt will be the main loser, followed by Iraq, Saudi Arabia, Algeria and the
Syrian Arab Republic.*

On the export side, the exclusion of fish and fish products from the Uruguay Round Agreement on
Agriculture and their inclusion in the Agreement on Manufactured Goods go against the interests of the fish-
exporting countries of the region, as they will only benefit from tariff reduction. The region’s overall
exports of agricultural products to developed countries, especially the European Communities, will also be
at risk, subject to what happens to existing preferential arrangements. However, countries of the region
which are members of GATT will be better off than non-member countries, as they will benefit from other
concessions provided by the GATT Agreement.

The Agreement on Trade-Related Intellectual Property Rights is expected to have a negative impact
on the region’s agricultural sector, as it restricts the development of production methods, especially in areas
where the application of genetic engineering is required.

With respect to agricultural exports, competitiveness among the countries of the region which are
members of GATT is expected to increase as a result of tariff reduction, the elimination of subsidies, and
the removal of non-tariff barriers. Their membership will also provide them with some protection from the
agricultural implications of the Agreement on Trade-Related Intellectual Property Rights, as well as
guarantees that these countries will not be forced to resort to standardization and qualification practices which
create unjustified obstacles to trade liberalization in agricultural products.”

(b) Industry

The ESCWA member countries are also net importers of manufactured goods; in 1991 these goods
totalled $49.1 billion, or 73.6 per cent of total imports, while exports amounted to $10.4 billion, or 12.3
per cent of the total.

Developed countries are expected to be the biggest winners after the liberalization of trade in
manufactured goods; however, many developing countries, including countries of the ESCWA region, are
not expected to benefit, at least in the short and medium terms. As a result of the industrialization process
and restructuring programmes, many ESCWA member countries are experiencing expansion in industrial
output. However, there is a widespread fear that at this stage, the liberalization of world trade—including
opening of markets and the elimination of subsidies—will jeopardize their efforts and lead them to export

3 ESCWA, Analytical review of developments and issues in the external trade and paymenis situation of countries of Western
Asia (December 1993) (E/ESCWA/SED/1993/15).

¥ See note 34.
¥ TIbid.
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at any cost in order to avoid the consequences of the drop in the prices of basic goods. In addition, non-
tariff barriers will continue on their main exports of textiles and processed foods.

As is the case in agriculture, the region’s industrial goods exports wili lose their current privilege of
preferential treatment in the markets of developed countries—especially the European Communities, their
main trading partner. More seriously, many of their industries will be negatively affected by the restrictions
of the Agreement on Trade-Related Intellectual Property Rights, especially in the area of technology transfer.
The industries which are most likely to suffer are food processing, pharmaceuticals, chemicals and
electronics.

However, the most important and main export-oriented industries in the region—namely, textiles and
clothing and petrochemicals—are expected to benefit. The textiles and clothing industry constitutes a large
source of employment and requires less sophisticated technology; exports of these goods in 1991 represented
around 27 per cent of all Syrian exports and 16 per cent of those of Egypt, and the gradual tariff reductions
and quota increases are expected to boost their exports in the future.

The GCC countries and Iraq are the main producers of petrochemicals; their exports will specifically
benefit from a tariff cut of 30 per cent. A study by the United Kingdom’s Chemical Industries Association
suggests that the gain in trade terms will be around $11 billion in world petrochemicals trade in 2002, a
boost of 3 to 3.5 per cent. While this will not fall exclusively to Gulf firms, the more competitive of them
are likely to benefit significantly.”® Competition from other producers such as China and the Republic of
Korea is not expected to harm the Gulf much, because of the region’s advantage of closer geographical
distance to European markets and cheaper feedstock.

Chemical exports from the region (mainly Egypt) will benefit from the 44 per cent reduction in tariffs
granted to developing countries; however, Jordan’s export of chemical fertilizers might face some
restrictions, as European countries are currently cutting down on their use for environmental reasons.*

(c) Services

The ESCWA region is a net importer of services; in fact, it is considered one of the world’s largest.
However, some member countries such as Egypt and Jordan have been experiencing noticeable growth in
their services sector. In 1991, the region’s total exports of services equalled $30.6 billion and total imports
$58.3 billion, for a deficit of $27.7 billion.* The services sector, however, is still generally a weak sector
in all countries of the region and faces a wide range of difficulties both domestically and in penetrating
overseas markets.

The domestic services market in almost all countries of the region is highly protected through the
restriction of activities to national companies and citizens; the impact of opening up these closed and
relatively underdeveloped markets to much more advanced foreign competition is therefore likely to be
negative in the short and medium term. Moreover, since scientific and technological progress has been
confined mainly to developed countries, the GATT Agreement on Trade-Related Intellectual Property Rights
(TRIPs) is expected to have serious restrictive impact on the social and economic development of the region.

® P, Evans and]. Walsh, “The EIU guide to the new GATT” (London, The Economist Intelligence Unit, 1994), pp. 116-117.
¥ Ibid.

“ ESCWA, Analytical Review of Developmenis and Issues in the External Trade and Payments Situation of Countries of
Western Asia (E/ESCWA/SED/1993/15).
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Member countries therefore need to benefit from all the concessions provided by the agreement on services
to developing countries and countries with balance-of-payments difficulties in order to gradually open up
their markets and achieve quantitative and qualitative development.
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Annex table 6. ESCWA region: gross earnings from and payments for international transactions

in services by major item and by country, 1989 and 1991
(Millions of US dollars)

Credit Debit
1989 1991 1989 1991

A. Non-factor services 11 741 1427 31 260 50 908
Bahrain 872 934 555 708
Egypt 4412 7 086 3284 3364
Jordan 1239 1351 1131 1122
Kuwait 1 345 985 4118 4 943
Oman 58 61 560 947
Republic of Yemen 339 746

Democratic Yemen 135 339

Yemen 204 . 407 .
Saudi Arabia 2 582 2 945 20073 38 822
Syrian Arab Republic 8§94 1 065 793 1002
A.1. Shipment 586 243 5251 6 406
Bahrain - . 311 411
Egypt 25 33 1115 1188
Jordan 20 1 299 284
Kuwait 487 155 888 672
Oman . 237 333
Republic of Yemen 22 226

Democratic Yemen ~ 10 5t

Yemen 12 175 .
Saudi Arabia - - 1923 3135
Syrian Arab Republic 32 54 252 383
A.2. Other transportation 3 520 4 109 1080 1019
Bahrain 216 261 116 150
Egypt 2230 2923 296 261
Jordan 273 249 240 169
Kuwait 494 341 337 327
Oman 10 13 .
Republic of Yemen 41 16

Democratic Yemen 41 16

Yemen . .
Saudi Arabia 72 131 . ..
Syrian Arab Republic 184 191 75 112
A.3. Travel 2242 2 563 3220 2919
Bahrain 116 162 77 98
Egypt 962 1373 87 225
Jordan 546 317 419 281
Kuwait 143 253 2 250 2 012
Oman 48 48 47 47
Republic of Yemen 53 94

Democratic Yemen 7 13

Yemen 46 81
Saudi Arabia . . . .
Syrian Arab Republic 374 410 246 256
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Annex table 6. (continued)

Credit

1989 1991 1989 1991
A.4. Other private goods and services 4 145 6 413 9 395 i3 510
Bahrain 538 509 51 48
Egypt 364 2114 1359 1324
Jordan 382 765 68 228
Kuwait - - 54 63
Oman . 276 567
Repubiic of Yemen 184 127

Democratic Yemen 63 13

Yemen 121 . 114 .
Saudi Arabia 2 510 2 814 7 429 11 239
Syrian Arab Republic 167 211 31 41
B. Factor services 20 802 - 16 150 5268 7404
Bahrain 378 283 738 912
Egypt 711 865 1389 2143
Jordan 39 114 236 448
Kuwait 8 840 5822 756 654
Oman 322 333 592 589
Republic of Yemen 57 94

Democratic Yemen 14 i3

Yemen 43 . g1 .
Saudi Arabia 10 433 8 668 718 1562
Syrian Arab Republic 22 65 745 1096
B.1. Direct investment income 189 221 1089 1975
Bahrain - . . .
Egypt 189 221 25 7
Jordan -

Kuwait - - - -
Oman 346 406
Republic of Yemen -

Democratic Yemen -

Yemen . "
Saudi Arabia - - 718 1 562
Syrian Arab Republic - - . .
B.2. Other investment income 20611 15 924 3651 4724
Bahrain 378 283 243 241
Egypt 520 639 1330 2 103
Jordan 39 114 236 448
Kuwait 8840 5822 756 654
Oman 322 333 247 182
Republic of Yemen 57 94

Democratic Yemen 14 13

Yemen 43 . 81
Saudi Arabia 10 433 8 668 - -
Syrian Arab Republic 22 65 745 1096
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Annex table ‘6. (continued)

Credit Debit
1989 1991 1989 1991
e o

B.3. Private transfers* 3 5 528 704
Bahrain - - 495 671
Egypt 3 5 33 33
Jordan .
Kuwait - - - -
Oman

Republic of Yemen -
Democratic Yemen -
Yemen . . .

Saudi Arabia - - -

Syrian Arab Republic . -

Source: Internationat Monetary Fund, Balance of Payments Statistics Yearbook, vol. 3, part 2, 1992.

a Covers labour income and property income.
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