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The Issue

.mawmc developing economies have structural and institutional character-
istics that .mmmnﬁ the process of economic growth, constrain their ability to
compete, increase their vulnerability to external events, and limit their ca-
pacity m@u adjustment. These characteristics are sufficient to identify small
economies as a distinct type of economy.

‘Given the high degree of openness of small economies, external events
mﬁ,ﬂ ,ﬂm&.m.woﬂugmsﬂm have a significant effect on their economic owth
Hrw way in which these economies ﬁm&&ﬁwﬂm in the world mnObow mza.
aumﬁ internal economic management and structural adjustment mwm the
critical mmnmanﬁbmbﬂm of their economic progress. The benefits of sound
economic management can only be realized if international economic
arrangements are complementary and do not frustrate these efforts (for
example, by protectionist barriers to export markets). | :

Therefore the participation of small states in international trade ar-
rangements is critical to their economic development and is an issue that
must be examined and adequately addressed. In this HmeH& the treat-
ment of small developing economies in the World Trade .OH\ anization
(WTO) agreements is particularly important. s .

Context

The .B&.oi@ of states in the world are small; indeed, the number of small
countries has increased significantly in recent decades. At the time of
<,,<OHE War I, there were 62 independent countries. By 1946 that .bcdpmm.u
had risen to 74, and currently (2002) there are 193. Of this total 87, coun-
E.m.m have a population of fewer than 5 million, 58 have .mmému .ﬂmmﬂ 2.5
.HEEOP and 35 have fewer than 500,000. The ﬁHoEmemouﬂ of small m_”m.nm.m
isa Q.msa that could continue if states fragment mmv.&m% have in recent
years in Eastern Europe and Africa. | FORS -
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Recognition

The political integrity and security of small states have long been recog-
nized as important issues in international relations, and hence are re-
flected in many academic and policy studies. More recently there has
been a growing awareness of the critical question of the economic via
bility of small countries. The Commonwealth Secretariat has kept this
matter under review and the Commonwealth Ministerial Group o1
Small States has emphasized “the need for the international community
to recognize the multidimensional nature of the vulnerability of smal
states” and called for action to ensure that small states fully share 11
the benefits from globalization, regionalism, and international tradin;
arrangements, and were not anmgmmmmg. The Free Trade Area of th
Americas (FTAA) process, since its inception, has included a Workin
Group on Small Economies. At the second WTO Ministerial Conferenc:
the ministers were deeply concerned over the marginalization of “cer
tain small economies,” and they recognized the urgent need to addres
this issue. The draft document, which was the basis of the aborted n
gotiations at the Seattle Ministerial in 1999, included references to sma
economies.

Small economies as a distinctive genre of economy attracted the inte
est of academics in the 1960s. Subsequently several technical studies of
policy-oriented nature have been carried out on small economies and
particular small island states by the Commonwealth Secretariat, f]
World Bank, the United Nations Conference on Trade and Developmer
and the FTAA Working Group on Small Economies. There is a genes
consensus in these studies that small economies have characteristics th
distinguish them as a particular genre of economy and these features ¢
constraints on their capacity for trade and development.

Hnﬁonmbnm

Small economies more than any other group of countries need a ru
based multilateral trading system, and it is in their vital interest that r
making be conducted within the WTO, where their limited leverage in
Jateral negotiations with larger countries is not an impediment.

The effective participation of small economies in the WTO agreeme
would help to establish universal membership in the WTO, and ens
that ‘all countries are conducting international trade under mutu:
agreed uponrules and disciplines. It will also promote trade liberalizat
in the global economy to the benefit of economic development in tk
countries and the global economy as a whole. The absence of sr
economies from the WTO could cause disruptions in international ¢
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nomic transactions, which would hamper the growth of international
trade and investment and the emergence of a seamless global economy.

Definition of a Small Developing Economy

There is no single definition of a small developing economy, undoubtedly
because size is a relative concept. Definitions based on quantitative critez
ria vary considerably because they employ different criteria and select dif-
ferent defining figures. .
Various international organizations classify countries into categories
according to selected indicators for operational and analytical purposes.
The classifications used by international organizations mainly relate to
per capita income levels, indicators of development status, and some se-
lected concept of “size.” While the main classification criterion used by in- -
stitutions such as the International Monetary Fund, the World Bank, and
the United Nations for establishing country categories is the level of per
capita income, these institutions also classify countries by aggregate in-
come levels, the types of goods exported (for example, fuels, nonfuel pri= -
mary products, manufactures, or services), and by fiscal structure. The
World Bank also groups economies with populations fewer than 1 million
in a separate table of the World Development Report. The WTO follows the
U.N. country classification, and for budget purposes also makes use of the
income criterion adopted by the World Bank. Under the WTO classifica-
tion, countries with less than US$1,000 of per capita income may consider
themselves as falling in the “least developed” category in terms of the
obligations and disciplines set out in the Uruguay Round (UR) Agree-
ment on Agriculture (AoA). .

The definition of what is a small developing economy is an issue that
can be resolved technically and should not be allowed to delay substan-
tive discussions on the appropriate treatment of small developing
economies. The definition of “small” in relation to economic size is usu-
ally based on one or more of the criteria: population, land area, and gross
domestic product (GDP), and could be arrived at by consensus. In addi-
tion, the principle of “self-selection” can be applied as it has been done for
development status under the General Agreement on Tariffs and Trade
(GATT) system and now under the WTO.

Characteristics of Small Developing Economies -

Small developing economies have certain characteristics, such as a
high degree of openness, limited diversity in economic activity, export con-

centration on one to three products, significant dependency on trade taxes;
and small size of firms.

_ 1
SMALL DEVELOPING ECONOMIES IN THE WTO 11

High degree of openness. External transactions are large in H&mﬁos to ﬁoﬁw_
economic activity, as indicated by the high ratio of trade to GDF. Hrmnm is
heavy reliance on external trade because of a natrow range of resources
and the inability to support certain types of production, given the small
scale of the market. Economic openness is measured by imports and ex-
ports of goods and services as a percentage of GDP.

Export concentration. The limited rahge of economic m.nﬁiqﬂ in mB.mz
economies is reflected in the concentration on one to ﬁﬁmm. exports, ac-
companied in the majority of cases by a relatively high reliance on pri-
mary commodities. In extreme cases, one primary product export ac-
counts for nearly all of exports (for example, in 1991 _.omsw.ﬁmm wnnoﬁ.ﬂbﬁmm
for 92 percent of total exports in Dominica and 87 percent in St. Lucia).

Export market concentration. Export concentration is non:uos.za.mm by the
dependence on one or two export markets (for example, Britain absorbs
80 percent of Dominica’s bananas and 90 percent of St. Lucia’s).

Imperfect markets. The small size of markets in small mm<&o§5m econo-
mies results in market structures, which are characterized by substantial
imperfections. These derive from the limited 555@9. of participants and,
in many cases, there are monopolies and oligopolies. m<w5 s}mnm ﬁ:mnm
are a large number of producers or traders, one or a .mm<< firms effectively
dominate the operation of markets both in the financial as well as the real
sector.

Small size of firms. Firms from small countries are small by oob\%mﬁmﬁ,vb with
multinational corporations and firms in large economies. Small firms are
at a disadvantage in the global marketplace because they cannot realize
economies of scale, are not attractive business partners, and cannot mwm.bm
significant funds on marketing, research, and development. O.ogwmdbm
1996 total sales of the largest national firms, General Motors (United .mwmﬁm.m\
US$164 billion) is 9 times larger than Petrobas (Brazil, US$17 billion),
which in turn is 35 times larger than Neal & Massey (Trinidad and How.wmo\
US$0.5 billion). Sales and employment of some multinational corporations
are larger than the GDP and population of many countries.

Dependence on trade taxes. There is a high Qm@mbambmm on trade taxes as a
percentage of government revenue in small developing economies. .Hamﬂm
taxes account for more than one-half of goverriment revenue in St. Lucia,
Belize, and the Bahamas, and more than one-third of government revenue
in Guatemala and the Dominican Republic.
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impact of a natural disaster on a small economy and its financial sector can.
be far more mm<mm$mbm than it is on a large econom » where the damage
is relatively localized. For example, the damage to Jamaica from .m:nﬁ.anm
Gilbert in 1988 amounted to about 33 percent of GDP, to Antigua from Luig
and Z.mamvs in 1995 to about 66 percent of GDP, and to Montserrat from

absolute financial terms, amounted to only 0.2 percent of GDP

Implications of Size

policy in importing countries.
It has been suggested that many small economies can reduce export in-

stability by shifting to services, particularly tourism and financial ser-

vices. Some studies, however, have indicated that the change in export

composition toward the service industry has been acc i ;
) T ompa
instability in export earnings. panied by higher

Vulnerability

The high mmmumm of openness and the concentration in a few export prod-
ucts, wmwmnﬁm&\ some primary products and agricultural commodities
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Substantial dependence on external sources of economic growth makes
small developing countries acutely vulnerable to exogenous shocks. The
exposure of small developing economies to. real shocks. is much greater
than in larger economies, which are usually more diversified in structure
and exports. : , i

Economic vulnerability can be a feature of an economy of any size and
level of development, but it is compounded by size, degree. of openness,
export concentration, susceptibility to natural disasters, and remoteness
and insularity. The extent of vulnerability of an economy can be measured
by a “vulnerability index.” Different vulnerability indexes have been em-
ployed by researchers, the Commonwealth Secretariat, and the United
Nations, and all may differ in which variables are included and the
methodology of weighting. All vulnerability indexes reveal a relationship
between vulnerability and size, with the smallest countries being the most
vulnerable. : : S :

Suboptimal Resource Use, Allocation, and Mobilization

Small markets are imperfect markets, and this type of market situation

has several implications. for resource use allocation: and BOGEN,NQOP

(a) The narrowness of the market—that is, a limited number of partici-

pants and/or the dominance of one institution—reduces the efficiency

with which resources are allocated and leads to distortions in resource
use. (b) The lack of market-driven competition leads to inefficiency and

higher costs, as firms are not driven by the dynamics of competition to op-
timize efficiency and to introduce new technology and improved produc-
tion systems. A firm’s international competitiveness depends on its ‘ca-
pacity to continually innovate in production techniques .and products.
The national market conditions in which the company operates is a sig-
nificant variable in its drive to develop its competitive advantages. (c) The
small size and skewed structure of the market inhibits the ability of small
developing economies to garner resources from external sources, in par-
ticular from private foreign investment. Investors often are unaware of or
do not find small developing economies worthwhile as investment loca-
tions because of the limited size of the national market: Even investment
for export tends to be biased in favor of larger economies; no matter if
they are low income and less developed. (d) The high import content of
production and consumption, CSQ?@H@E.& economic structure, and the
lack of competitive markets in small developing economies means that
there are rigidities in resource allocation. This makes the adjustment pro-
cess more difficult and, of necessity, slower than the adjustment process
in larger, more developed economies.
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Lack of Competitiveness

It is firms, not countries, that conduct international trade, and firms in
small economies are small by global standards. Small developing econ-
omies have severe constraints on their material and labor inputs, both in
amount and variety, because of their limited land area, narrow resource
base; and small populations. These constraints prevent the attainment of
economies of scale for a wide range of products and lead to high unit costs
‘of production. Small market size also tends to cause high costs because
there is often a lack of competition; that is, in many instances the markets
are oligopolistic or controlled by their monopolies.

Firms in small economies, especially small developing economies, are
at a major disadvantage in comparison with large firms. These firms are
small and cannot attain either internal economies of scale (where unit cost
is influenced by the size of the firm) or external economies of scale (where
unit cost depends on the size of the industry, but not necessarily on the
size of any one firm). A small economy, and by extension small industries
(including export sectors), is unlikely to foster the competitive dynamic
necessary for firms in small economies to achieve competitive advantage.
Competitive advantage is more likely to occur when the economy is large
enough to sustain “clusters” of industries connected through vertical and
horizontal relationships. ‘

Firms in small developing countries have severe difficulties in attain-
ing “economies of scope” (that is, economies obtained by a firm using its
existing resources, skills, and technologies to create new products and/or
services for export). Exposure to global competition requires small firms
to invest heavily just to survive in their national market, and more so in
order to export. Larger firms are better able to generate new products and
sources from existing organization and networks. Very large firms, such
as multinational corporations, operate internationally in ways very dif-
ferent from small firms.

A small developing economy is an aggregation of firms that are small
in the world market and are therefore “price-takers”; that is, they exercise
no influence on world market prices for goods, services, and assets. In-
puts, including imports, cost firms in small economies more when com-
pared with large firms, thereby making firms in small economies rela-
tively less efficient. o

Small developing economies pay higher transportation costs because
of the relatively small volume of cargo. Small economies pay an average
of 10 percent of the value of merchandise exports as freight costs, which
is considerably higher than the world average. Small developing econo-
mies spend more on transportation and freight costs as a percentage of
exports than do large countries. The figure is 4.3 percent for the Organi-
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sation for Economic Co-operation and Development countries and 7.5
- percent for Latin America and the Caribbean.

- The public sector in small developing economies accounts for a larger
are of GDP, which reflects a certain indivisibility of public administra-
tion structures and functions; that is, every country, no matter how small,
“has a head of a state, a parliament, a police force. The growth of the pub-
 lic sector has also been due in part to attempts to compensate for the ab-
- sence of the private sector and certain economic activities and the financ-
ing of large infrastructure projects. ,

The small size of the market and the prevalence of small firms make it
difficult for small economies to attract private foreign investment and
joint venture partnership even when policy regime and economic funda-
mentals are better than competing locations. The result is that both the
public sector and the private sector composed of small firms pay higher
interest rates and other costs increasing the cost of production.

Small developing economies and their small markets are unlikely to
foster the competitive dynamic necessary for firms (including export sec-
tors) to achieve global competitiveness. The attainment of competitive
advantage is more likely to occur when the economy is large enough to
sustain “clusters” of industries connected through vertical and horizontal
 relationships and where there is a network of related and supporting in-
dustries. A firm working together with world-class local suppliers can
benefit from cross-fertilization opportunities. Related industries can also
- be an important source of innovations and provide strategic alliances and
joint ventures.

Limited Adjustment Capacity

The high import content of production and consumption and the rigid-
ity inherent in the undiversified economic structure of small develop-
ing economies severely hampers resource allocation, which make the ad-
justment process more difficult and slower than in larger economies. In
: many situations, adjustment requires resource creation as well as resource
allocation.
There is a high degree of openness in small developing economies, the
consequences of which include the overall domestic price level domi-
-nated by movements in the price of imports. The prices of nontraded
goods also tend to adjust rapidly through the impact of foreign prices on
~wages and other costs. Exchange rate charges do not have the desired ef-
fect on the balance of payments because of low import and export price
elasticities. .
- Stabilization policy must be designed specifically for small developing
countries. The structure of markets and the nature of their operations



116 AGRICULTURE, TRADE, AND THE WTO

must be recognized. The uncompetitive nature of these markets, particu-
larly where monopolies and oligopolies exist, and the limited number and
type of institutions make resource utilization and allocation more prob-
lematic than in large developed economies. These types of market situa-
tions are characterized by rigidities, which make the adjustment process
more time consuming, and which diminish the efficacy of conventional
policy measures such as open market operations and recalibration of
economywide prices such as the exchange rate. Furthermore, structural
adjustment, like stabilization, is a more difficult process in small develop-
ing economies because the inherent rigidities in the structure and opera-
tion of markets complicate the process of resource reallocation. The nature
of these small markets also restricts the ability of private sector entities
and the government to mobilize additional resources, both within these
economies and from external sources.

Small developing economies have structural features that need to be
changed if these economies are to cope with the rapid and profound
changes associated with globalization. Adjustment will not suffice to en-
able these economies to cope with changes in the global economy since
adjustment implies marginal and incremental modification to an eco-
nomic structure that is fundamentally sound and conducive to sustainable
economic growth. Economic transformation goes beyond the resource uti-
lization, reallocation, and mobilization intrinsic in stabilization and struc-
tural adjustment to incorporate resource creation over the medium to long
term. Transformation in the current and future global economy will entail
the ability of small developing economies to facilitate the rapid and fric-
tionless international mobility of goods, services, finance, capital, and tech-
nology, which is the essence of a seamless global economy.

Treatment of Small Economies
in the International Trade Agreements

Conventional trade theory assumes that international trade takes place be-
tween countries in an environment of perfect competition and that trade oc-
curs because of differences in comparative advantage, which in turn derive
from differences in resource endowment or technology. In this paradigm
the effects of size of country and size of firm are not taken into account.
However, in reality, size of country and size of firm have important impli-
cations when taking into account economies of scale. The size of a country
and the size of a firm become important considerations because large firms
can achieve economies of scale and market dominance (including oligopoly
and even monopoly), which put small firms at a disadvantage.

While the WTO agreement does not recognize small economies as a dis-
tinct category, it explicitly recognizes that they are different types of
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economies and that these economies require rules and discipline that are
specifically designed to take account of their needs. The preamble of the
WTO UR AoA recognizes that there is need for positive efforts designed to
ensure that developing countries “[s]ecure a share in the growth in inter-
national trade commensurate with the needs of economic development.”
The AoA includes provisions for developing member countries, and there
are some concessions to the least developed countries, net food importing
countries, and those with incomes below $1,000 per capita.

The effect of small size has been recognized in national economic pol-
icy because all countries have policies specifically designed to promote
the viability of small businesses and small farms. This tenet needs to be
applied to the global arena in the context of multilateral trade agreements,
given the disparities in size between firms and countries. More generally,
small and/or vulnerable participants (both firms and households) in na-
tional economies are afforded appropriate treatment by compensatory
policy measures. These compensatory measures are fiscal transfers or en-
abling programs (for example, subsidies or low-cost finance or rules that
discriminate in their favor, such as quotas or prevention of market domi-
nance by larger firms). In a global economy increasingly dominated by
the global market and where international trade is increasingly regulated
by multilateral rules, there is no multilateral entity that provides fiscal
transfers or enabling programs, and hence inequity and adjustment must
be addressed by multilateral trade rules.

Differentiated Treatment

Differentiated treatment is a well-established concept and practice in mul-
tilateral, regional, and bilateral trade agreements. This has usually been
based on differences in levels of development with three categories being
recognized: industrialized and developing countries and least developed
countries. Differentiated treatment had its origin in the colonial trade
arrangement, and the principle has continued in various forms in agree-
ments between countries at different levels of development (for example,
the Lomé Convention, through which the European Union provided pref-
erential treatment for a select group of developing countries). Differen-
tiated treatment became universally recognized when the GATT was
formed. Although the initial premise underlying the GATT (1947) was
parity of obligations between all trading nations, the concept of permit-
ting differentiated treatment existed from the outset. This took the form of
preferential treatment to developing countries in the form of preferential
access to industrialized country markets through tariff preferences and
exemptions from GATT rules. In 1965 the special status of a developing
country in the multilateral trading system was established with the adop-
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tion of a new Part IV of the GATT, which embodied what was termed
“Special and Differential (S&D) Treatment.” This treatment was defined
as nonreciprocity for developing countries.

The principal of differentiated treatment in the form of permanent or
temporary nonreciprocity is embodied in several trade agreements and
integration arrangements such as the Caribbean Common Market (CAR-
ICOM) and the Central American Common Market. It is included in
the Caribbean Basin Initiative, the Andean Trade Preferences Act, the
CARICOM-Venezuela Agreement, the CARICOM-Columbia Agreement,
and the Andean Pact.

S&D Treatment is embodied in the WTO agreements in 147 provisions,
of which 107 were adopted at the conclusion of the Uruguay Round, and
22 apply only to least developed member countries. These measures are
incorporated in the Multilateral Agreement on Trade in Goods, the Gen-
eral Agreement on Trade in Services (GATS), the Agreement on Trade-
Related Aspects of Intellectual Property (TRIPs), the Understanding on
Rules and Procedures Governing the Settlement of Disputes, and in sev-
eral ministerial decisions. There are 12 provisions in four agreements and
one decision, which are aimed at increasing the trade opportunities of de-
veloping country members. There are 49 provisions under which WTO
members should safeguard the interests of small developing countries.
However, both measures to promote trade Opportunities and safeguards

are for the most part best attempts that are not enforceable and have not
been fully implemented.

Proposed Provisions for Small Developing Economies

The design of measures to address the concerns and interests of small de-
veloping economies should not be limited to measures that avoid putting
these economies at a disadvantage and nor should they be confined to
best endeavor commitments to promote trade opportunities and safe-
guard the interest of these economies. For example, Article IV of the GATS
specifies measures aimed at increasing the participation of developing
countries in the global trade in services through specific commitments in
relation to strengthening their domestic services’ efficiency, capacity, and
competitiveness. It also requires industrialized member countries to facil-
itate the access of developing countries’ service suppliers to information
related to market access.

Measures to promote growth and development of small developing
economies should be proactive, meaningful, and enforceable. Appropri-

mﬁmﬁaoimwozmmoﬁmEmEQm<m~0ﬁ5mmn05oEp.mmnwb@m grouped under six
headings. ,
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A Lower Level of Obligations

Small developing economies should be required to cwmm#w.wm commit-
ments and concessions to the extent consistent with their w&c.mﬁsmi ca-
pacity, development, financial and trade needs, and manﬁzmﬁmﬁa\w and in-
stitutional capabilities for implementation. This should be negotiated on
an issue-by-issue basis and, where appropriate, on a product-by-product
basis. : . )
Consideration could be given to the inclusion of an “enabling chmm
for smaller economies, which would allow for the differential application
of rules in the levels of obligation for smaller economies within the de-
veloping country framework.

Asymmetrically Phased Implementation Timetables

Given the small size of firms in small developing economies and the small
scale of production and limited size of the market, export sectors will re-
quire a longer period of adjustment than larger firms .msa larger, more de-
veloped economies. Hence, there must be ww%BBmEnmE.\ phased Eﬁ_m.
mentation of rules and disciplines, permitting a longer adjustment period
for smaller economies. For example, in agricultural trade, in particula:
food items, small developing economies should be allowed the mmwaEJ
to implement their commitments in reducing protection .wba mou:.wm:a.
support over a longer period than the implementation period prescribec
for larger economies. . .

Provision for such differentiated phase-in schedules was included ir
both the Agreement on Textiles and Clothing (ATC) as well as the TRIPs
agreement. In the ATC, small suppliers were allowed longer phase-out
periods. Under the TRIPs agreement, developing countries and Hmwmﬁ de
veloped countries were allowed the longest phase-in period for imple
mentation of their TRIPs obligations.

Exemptions from Commitments in Certain Areas

Given the vast disparities in size, the extremely small size of some econ:
omies, and the human, financial, and institutional cost involved in imple
menting the trade agreements, smaller economies should be mmga.:.mn
some exemptions. This would not only address the question of aﬁmwﬁsm
but also avoid ‘delays, which may occur because smaller mmOboHEmm\ de
spite their best efforts, are not able to meet certain requirements anc
timetables. For example, if, as is likely, exports subsidies are outlawed
smaller economies should be exempt from this requirement, or standard
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izing technical requirements through national organizations and partici-
pation in international standardization processes where these have no ap-
plicability because of lack of production or importation or exports. Where
complete  exemptions are not feasible, de minimis provisions would be
helpful. : : :

An example of this type of measure is the provision that exempts de-
veloping countries from the disciplines in two types of export subsidies.
This type of provision should be included in other aspects of the WTO
agreements. For example, in government procurement agreements the
very small developing countries of the eastern Caribbean should have
their government procurement markets exempt from coverage, given
their very small size.

Flexibility in Application and Adherence of Disciplines
under Prescribed Circumstances

Small developing economies are highly open economies and are therefore
more susceptible to balance of payments problems. This is particularly the
case for small developing countries where balance of payments deficits
tend to be persistent because of their structural origins.

These provisions are not confined to any particular type of country, but
all members may avail themselves of the right resort to these provisions
under the circumstances prescribed. Because of their vulnerability to bal-
ance of payment problems, small developing economies should be per-
mitted additional facilities to enable them (a) to maintain sufficient flexi-
bility in their tariff structure to be able to grant the tariff protection
required for the establishment of a particular industry and (b) to apply
quantitative restrictions for balance of payments purposes that take full
account of the continued high level of demand for imports likely to be
generated by their programs of economic development.

The agreement on safeguards could enable the small developing econ-
omies to take such action in the case of balance of payments difficulties.

Enabling Access to Mediation

The Understanding on Rules and Procedures governing the Settlement of
Disputes is currently under review in light of the experiences of the past
few years. The problems that have been identified with the operations of
the dispute settlement mechanism include (a) the limited capability of

small developing countries to make use of the mechanism because of their

inadequate expertise and institutional capacity to implement panel find-
ings and (b) the high cost and administrative difficulties of using the dis-
pute settlement mechanism.
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There are provisions in the Dispute Settlement Office that provide for
technical assistance to developing countries. This needs to be extended to
smaller economies and made more effective.

Technical Assistance and Training

The promise of technical assistance to the small developing economies is
widely accepted. Such assistance could (a) contribute to efforts by small
developing economies to undertake the structural, institutional, and leg-
islative adjustment; (b) promote the development of adequate institu-
tional capacity by training technicians and negotiators to improve their
participation in trade negotiations and the implementation of the interna-
tional trade agreements; and (c) assist small developing economies in ful-
filling their obligations under the various international agreements, par-
ticularly commitments under the WTO.

Technical assistance is provided for in 14 provisions across six agree-
ments and one ministerial decision. The major difficulty has been ensur-
ing that these provisions are given practical effect and that the presently
inadequate funding be substantially increased.

Summary

It is now customary that national economic policies and international
trade agreements recognize that firms and countries differ in structure, in-
come levels, and developments. However, one of the most important dif-
ferences, variations in size, has not received sufficient attention. While at-
tempts have been made to address this disparity in national economic
policy, this issue has not been addressed at the international level. Given
the number of small developing economies, the intensification of global-
ization, and the progressive liberalization of international trade and in-
vestment, there is an urgent need to tackle this question.

Small developing economies have characteristics that affect their ca-
pacity to participate in and benefit from international trade. Given that
they constitute a large part of the membership of the WTO and given that
their effective participation will enhance both their own development and
that of the global economy, international trade agreements must take
account of their circumstances. The WTO as the multilateral framework
for international trade must incorporate in its objectives, disciplines, and
schedules measures specifically designed to facilitate the effective partic-
ipation of small economies.

None of the proposed measures of differentiated treatment, a well-
established principle in trade agreements of all types, will set a precedent
in the WTO agreements. S&D Treatment must be designed specifically to
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address the characteristics of small developing economies. This will entail
meaningful implementation of the type of special and differential mea-
sures that already exist in the WTO and the development of new mea-
sures. The recognition of the category of small developing economies in-
volves agreeing on a definition, a technical task that can be solved by the
science of economics. If a new category has to be acknowledged, then so
be it, as was done in the case of “transition economies” and “highly in-
debted poor countries.” The obstacles are not technical but political, but
the fact that small developing countries constitute a very small share of

world trade and the biggest single category in the WTO may be a salutary
factor.

8
Evaluating Benefits
of Liberalization to Date
for Developing Countries

Usha Jeetah

In the middle of the last century, the implosion in Europe that was So&m
War II saw the end: of the colonial economic system that had dominated
the world for over 400 years. The decades following the no.cmﬁmm of the
European colonial powers saw the rise of scores of newly Sm.m@mbmm.bﬁ
countries of all shapes and sizes, ranging from wmrmgﬂrm EAm India,
which today boasts more than a billion people, and Brazil, to tiny coun-

tries such Mauritius, which has a population of just over 1 million.

The colonial experience also deeply shaped the newly .Emm@msamg
countries. In some cases, particularly in Africa, these countries were pure
geographic creations of the colonial powers SF.U sat Qo.s.ﬂ at »rm.w map in
Berlin in the 1880s and carved up the continent into artificial entities cut-
gm across natural, religious, and ethnic _uocsmmiwm. In the case of Mau-
ritius, itself, it was a complete creation of colonialism, mo.n there were no
native Mauritians apart from the dodo, and we WH._O.S its fate. Peoples.
from every continent, cultural background, and nmr%os were thrust to-
gether on a tiny island in the middle of nowhere to .mﬂ.bw or swim together.

The colonial powers not only created these artificial countries .vcﬁ m.mmo
imposed their economic dominance and model on them. Their raison
d'étre was to provide the raw materials for the colonial center. In the case
of Mauritius, this was the monoculture of sugar. The British Smb.ﬁmm Mau-
ritius, like many other small islands or countries eﬁwr ports, for its mﬁﬁm.-
gic position. But, of course, the British were unwilling to pay for their
colonial presence themselves and thus zmma. the resources of ﬁTOm.m coun-
tries to pay for their administration. At the time of :.ﬁmwmzmmbom in 1968,
95 percent of Mauritian exports and its source of mOnﬂmbvmxgmb.mw was the
monocrop of raw sugar sold to the British sugar refiners. gmcdsc.m s case
is mirrored in scores of other cases throughout Africa mda.a:m Caribbean.

Not only were post-colonial economies mw.mimm\ uci in many cases,
particularly in Africa, the local economy, especially private enterprise, ad-
ministration, and civil society, were deliberately destroyed in favor of the



