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Opening doors for LDC exports
News headlines were made recently by a European Union agreement that will phase in duty-free and
quota-free entry across EU borders of all products but arms from the least developed countries. But there
is still a way to go before obstacles to LDC trade opportunities — sometimes constituting outright 
injustices — are brought down. Market access will be on the agenda of the upcoming UN Conference on
the Least Developed Countries.

The four million people living in the Republic of Senegal haven’t reaped the benefits of the 60 per cent
surge in global merchandise trade over the past decade. Instead, this West African nation has joined the ranks
of the 48 other "least developed countries" that stretch from Africa to the South Pacific to the Caribbean and
share less than one-half of 1 per cent of the US$ 6.8  billion in global trade in goods and services.

Saddled with mounting debt and struggling with poverty that affords their citizens a meager per capita
income of less than US$ 900 each year, the world’s poorest countries face an array of trade barriers that 
prevent them from participating in the 21st century’s trading boom. Even with the historic liberalization
achieved during the latest round of world trade talks that led to the creation of the World Trade Organization
six years ago, countries like Senegal and Nepal and Samoa are finding their exports — and economic health
—  blocked by quotas, duties and technical barriers.

Some of the most restrictive barriers left in today’s world trading climate — such as high tariffs and 
quotas on agricultural goods and clothing — are hurting these least developed countries the most because
their primary exports are commodities and textiles, trade experts say. And preferential tariffs given to the
exported products of the world’s poorest countries frequently don’t provide the necessary import relief
because numerous exceptions and conditions — such as complex rules of origin or rigorous quality standards
— remain part of the global trading regime.

One of the many things that the 49 least developed countries need to grow their way out of their heavy
debt load, according to a rising number of experts, is improved access to world markets — preferably, the 
complete removal of all quotas (quantity limits) and tariffs (import taxes) that affect the market access of their
exports. That means, for example, that Cambodia would be able to export its clothing to Los Angeles and
Senegal would be able to ship its agricultural products to Tokyo without the restrictive quotas and/or prohibitive
tariffs that make exporting difficult or impossible for their struggling economies.

Conference participants will be discussing an agreement by the European Union called "Everything But
Arms," or EBA. The programme will allow all products but arms from the least developed countries to cross the
EU borders without duties or tariffs. Although open access for certain products will have to be phased in over
several years, the plan goes beyond the previous European position, raised at the World Trade Organization
meeting in Seattle in December 1999 as well as at UNCTAD's quadrennial meeting in Bangkok in February 2000. 

Spur to investment
In addition, "market access would be an incentive for investment, if it is guaranteed", said Ambassador 
Nathan Irumba of Uganda (one of the least developed countries) in an interview last February during a 
preparatory meeting for the upcoming Conference.

At the Conference, from 14 - 20 May in Brussels, the international community will deal with primary
economic issues – infrastructure, financing, investment, debt relief and trade — that affect the future of the
LDCs. On 17 May, there will be sessions on international trade, commodities and services organized by 
the World Trade Organization, World Bank, Common Fund for Commodities, and the United Nations 
Conference on Trade and  Development (UNCTAD). The International Trade Centre will hold a session 
on export strategies the same day.
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"We cannot walk into the new millennium with some people so far behind", said Khalilur Rahman, chief of the
New York office of UNCTAD. "If the industrialized countries open their borders for trade with the LDCs, it’s a way
for the poorest countries to export their way out of poverty."

While global economists and the international media have focused attention on debt relief and foreign aid as
methods to improve the financial plight of the world’s poorest countries, little attention has been paid to how these
countries can use trade as a vehicle for economic growth. And even less attention is directed to the use of import
restrictions by the wealthy industrial nations that keep the products of the Senegals and Samoas and Somalias from
crossing their borders.

“Insidious” means of market protection
Despite the significant reductions in tariffs from the Uruguay Round of negotiations under the General Agreement on
Tariffs and Trade and the preferences given to exports from LDC countries, their exporters still face very high 
barriers to trade. For example, in Canada, the US and Japan more than 50 % of LDC exports face some type of border
protection. In addition, the exports covered by this protection are some of the products where LDCs have a distinct
comparative advantage. This pattern of protection is also heavily biased against the efforts of LDCs to expand their
production bases into processing activities. For example, cocoa exports to developed countries face very low tariffs,
but if LDCs wanted to process this cocoa into chocolate the final product would face a tariff barrier that is sometimes
as much as eight times higher.

"This is the most insidious of the ways to increase tariffs", said John Cuddy, Executive Secretary of the Brussels
Conference and Director of UNCTAD’s Division on International Trade in Goods and Services, and Commodities. "It
increases the tariff the more you process the good. . .so it keeps the LDCs in the place of producing commodities,
which are subject to wide price fluctuations rather than gaining the added value from processing the commodities."

Another punitive trade mechanism is the use of tariff rate quotas, frequently found on textiles and clothing. The
United States, for example, might place a low tariff, or import tax, on a certain number of shirts imported from a South-
East Asian nation. But once that specific number of shirts is imported within a calendar year, the tariff jumps to such a
high percentage that it becomes prohibitive for US apparel importers to import the goods and sell them at a reasonable
price. The exporting nation is not given the opportunity to improve its domestic economy by developing its apparel
industry to satisfy overseas buyers.

Many members of the international community, and representatives of the LDCs themselves, are upset that the
industrial nations are so reluctant to improve market access for the least developed countries.

"It’s absolutely scandalous for these rich countries to deny the least developed countries some trade benefits",
Mr. Cuddy said. "The LDCs have less than one-half of 1 per cent of world exports, so the risk to domestic producers
in the rich countries is insignificant."

To penetrate the world's most lucrative markets, the LDCs have to contend not only with import restrictions but
also with industrialized country competitors that possess advanced technology and often benefit from US $100 billion
or more in product subsidies by home governments, Ambassador Irumba noted. 

"For us, competing in these arenas is like a man off the street going into the boxing ring with Mike Tyson", he said.

But some improvements have been made. In addition to the EU’s "Everything but Arms" initiative, the United
States has introduced a more restrictive piece of legislation, but one that provides an export opening for the least
developed countries in Africa. The Africa Growth and Opportunity Act signed into law by former US President Bill
Clinton in the spring of 2000 met with stiff opposition from the US textile and apparel industry, labour unions and
some members of Congress before it finally received Congressional approval last year.

The legislation has a series of provisions designed to open up trade between  the United States and Africa as well
as encourage US investment in sub-Saharan Africa, where 34 of the 49 LDCs are situated. However, application of
these provisions is limited to those countries which meet rather stringent conditions on their economic, labour and
other policies. The most direct trade relief comes through a provision that removes quotas and tariffs on some textile
and apparel products from sub-Saharan Africa. As a concession to the US textile industry, the complex regulations
actually give complete duty- and quota-free entry only to apparel assembled in Africa from fabric sourced from the
United States. 
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