


1.
Market Access : the heart of the DDA 

· Improved market access for all WTO Members is at the heart of a successful DDA, and therefore at the heart of OECD’s trade work.

· With the process of global market integration that has taken place since the GATT was created, the meaning of market access has become more complex – making the task of negotiators more challenging. Action needs to be taken not only in regard to tariffs – the oldest business of the GATT – but also in terms of NTBs in place at the border, and behind the border.

· This often involves a domestic policy and regulatory debate – so it is crucial to involve all relevant stakeholders so that there is broad-based support for reform. 

2.
The Gains on offer


Tariffs

· Since the creation of the GATT in 1947 a steady reduction in tariffs has been matched by a striking increase in trade (see Slide 1).

· Under almost all formulas under consideration over half the gains go to developing countries

· with significantly higher absolute gains to DCs if they engage in liberalisation themselves (see Slide 2).


· The gains are not only large, they are plausible. We have sought to avoid estimates which assumed that cuts in bound tariff rates would automatically translate into corresponding cuts in applied rates

· this is not of purely academic interest. The gap between bound and applied rates is considerable, especially in the area of agriculture (see Slide 3).

· The sectoral distribution of gains is of particular interest – two thirds of DC gains come from the removal of tariff distortions in just three sectors: motor vehicles & parts, textiles & clothing, and processed agricultural products (see Slide 4).


Agriculture

· Reform of agricultural policies would also lead to a more equitable distribution of income among farmers in OECD countries

· current blanket support measures tend to pay more to larger (and typically wealthier) farmers and landowners (see Slide 5).


Services

· Our work on trade in services is prompted not least by the fact that services make up a major and growing portion of the world economy – in developed and developing countries alike (see Slide 6). 

· A new OECD study, entitled “Liberalisation of Trade in Services: Identifying Opportunities and Gains”, throws light on the considerable role which developing countries now play – or have the potential to play – as exporters of services. 

· this study highlights a number of practical examples – some are not so surprising - port and shipping services, construction; others more so – audiovisual, health. Developing countries have a clear competitive advantage in labour intensive services but not only at the lower skilled end.

· an interesting pattern emerges – companies tend to develop by serving the domestic market first; once a critical size is reached they start to export regionally; finally they may develop into global players.

· but they still face some major impediments: lack of access to financing; difficulty in establishing credibility internationally; lack of reliable and inexpensive infrastructure. 
· The study also examines the potential welfare gains from the liberalisation of trade in services. An important finding of the study is that much of the gain arises from the fact that services trade liberalisation is an agent for enhanced mobility of factors of production: capital (through GATS mode 3) and labour (through mode 4). Both of these modes of supply offer great opportunities for developing countries.

· The study finds that gains from the liberalisation of trade in services have the potential to far exceed those, already considerable, gains from freer trade in goods. The methodology and working assumptions are crucial. For example work by two US scholars, Drusilla Brown and Robert Stern finds welfare gains ranging from US$ 90 billion to US$ 700 billion depending on the methodology they use (see Slide 7). As in goods Trade the biggest gains go to those with the highest barriers. Again, developing countries stand to be among the principal beneficiaries. Telecoms, banking and financial services are characterised by high barriers in developing countries. 

· This is a relatively new field of analysis and much remains to be done to improve both data and methodology. 

· one of trickiest areas relates to fact that in modelling for some countries liberalisation actually leads to welfare losses. We have not shied away from this. As with tariffs – we have sought to make an honest assessment. Part of the reason may be loss of rents associated with (import substituting) FDI by big overseas investors as trade barriers are reduced.

Trade Facilitation

· The last market access area I want to look at relates to trade facilitation. Although quantification is difficult, available estimates suggest that the reduction of administrative barriers at the border could significantly reduce the costs of transactions and may account for up to one third of the expected global welfare gains from improvements to market access under the DDA. Developing countries stand to gain the most in terms of the effect on GDP (see Slide 8).
· Work currently being undertaken at OECD aims to deepen our understanding of the costs and benefits of trade facilitation for developing countries. It focuses particularly on customs reform undertaken recently in a number of developing countries.

· Reform has typically been carried out in response to revealed inefficiency, including from smuggling problems and corruption. The result is heavy transaction costs for business sometimes completely offsetting competitive advantage arising from low labour costs; poor export competitiveness and reduced investment attractiveness. Revenue enhancement appears as the strongest incentive for customs reform, as revenue loss in some countries was estimated to exceed 5% of GDP. But, while hard to argue against action – why should this be done in the framework of a WTO agreement? 

· help to lock in domestic reform

· provide a benchmark and opportunity for peer review

· provide a framework for technical assistance

· Costs of improving trade facilitation, for example, via customs reform, can be considerable. However, an important finding of our work is that, because of efficiency gains, costs can be recouped fairly quickly.
· In the case of Mozambique, the costs of a 5-year programme of reform have been greatly exceeded by tangible benefits – principally through increased customs revenue collections. The investments made during the initial stages of the programme were recouped within 14 months from additional revenue receipts.
3.
Trade Policy is not a Panacea
· Keeping markets open and encouraging the liberalisation of trade and investment will only be fully effective if supported by broad-based reform (see Slide 9).
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