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¢thth STANTTE  LLSPTG
enICCol . 190179 LT
go.ea0HaNCG ?0AL hhd
TR LI Panl’ T76hi
(Enquiry Point) A% 0/7¢- AL
PPA-T Pthth &TANTT me9e
PtoNST ACI°SLTT NP LR
NAm¢L Pl neA
(Notification Authority) apOf9°:

A7271. 804N a7°o°rk

L2770

3.1.4 hr%F PoohAhf ACI°E
AN et
(Agreement on

Safeguard /SG)

PHU O9°°1F PGS 9A°T ANA
vt aAmNet U hers
oom7 LAm- 9°Cl ®L V1T
ME AUVIC 0PN A 78062 T
AL 15T NeeLCOnNt P
1M, PPT PovhAhf ACI°H
a®NL A78 TN AT1LLT 10

HANA Ut tmeOm-7
PoopAhf  AC9°E  Aov@\&
Gy HEN TN Vs DT
g A JF @ avl DT

LECNFN:: AICHI™:

o M. 1% MhehE LB
Naom79° v ne.o
OAN+m0e U173 ovogh,ovg.:

o NUIC @OT +avddg 9°CT
NrLLav (- NSO PT
AL het% 141 (Serious
injury) ool @LI° 1541
PoIeLn AHOT9Le  (Threat
of serious injury) on¢¢.®

o fPLLOD- oL ALCN
PULTA® 1T OFmen-
M, 9°CT 90181 aolPr:
PoLAT ST

11CT faopAn g hCoP°8
Aao @O\ +4E Aaof il @LI°
NLLO AP OTST 2101

AT - re9e TG
alh.mG PP 20 1P
foohAhf ACI°8 aoM-\&

PO T8 APTET AS AT (TR S

LFAA:: e TohLa- eI
PL.ONLD ACI°E PG 9A9Y
181E7  AThha NF ooPd
LYCNFA::  ACITBm-9° +LT
oo ®L9°> M. 775%7
aomy b  Noo)LAl avdh
AOONE  2TAN:  PTLONLD:
AC9°S ¢o189m N.NH Al
Gav - (WPT &L aNdALYE:

AC-H9° £TAMN:: reoe
nmeAr@- hhg°rt Gav-
AT ATRANT LTI
AN VT BUT hCIPE

Ao@-N& A18.® UIC “Thhi
aamt M F N9°CE 475
A 9°Ct AL PPLT  PiIA
992:07 ANTm-::

315 ¢19°h PLT tavg
(Agreement on Customs
Valuation/CVA)

2V 09°%°rl  Agvfavlf N
LCLC CHLLNT A.hh. 1979
Fhe AL (HhLLo- 750 HC
o 0fh@-9* Tokyo Round
Valuation Code NeoOA &J3@F
neG:: N&CLe9® aogLi
Aot P2  (transaction
value) AL Ptaowlqd O9°9°rT

N4LI° TAA: NV Q°9r
P19°¢n PO levs fULhYLO-
PP eI AT
Vs P57 n79° NP
n*0191+S AN, rCT
nLné.Nnm- oL Ahd.
NLFA@  Hands PO (the
Price Actually Paid or

Payable) A2 Navoohl-d OWP7
n40  0Ag PR vICTF
0g°9°1-k% 4.Cov® hNh hé%
HC &40 Awent S0

h.lu.h. n1994 1 d.Lavm-
PWTO ¢719°¢h P2 -oog
ag°l e G aa-Pn
he IC Foavddl APT NN,
°CT AL POLMA®- $LT NAd
Valorem Duties oow/l+ +0AN+
LG @7 10~

19°¢n PO -+ooG (Customs
Valuation) 0, 9°CT AL +4T
Aol AN 0, 9°CE
ThnaE PO AL Actual Value
S 0e79° Neom?S  nNedt
(volume/weight) AL ®R79°
nu-a-k:9° AL NaoaoChH

0927 PONT  AWEC 10
oot P77 (Transaction
value) eng°C¢  agat 98t
Pr9°¢hn PO tooG HLDT
NOo°9°rk: a1 L7 (ool B
ANaoSC AT e T h78 HR
nATEA nAA®- +hr L
H&GPTF  ¢Po  Fao§ YL
ATLOLFAN  OPrE LIAIA:
A'l.v nent HR D%
Transaction Value:
Transaction Value of Identical

Goods® Transaction Value of
Similar  Goods* Deductive
Method: Computed Method

AS Fall-back Method nNaoA
P 3o STm::

PWTO 19°¢n  ¢PO -too§
N2°9° 1 ChNooeh LT aoAlf
AaomNP  P2LEOTA  WIPATT
aneIMA: PATILY ATPAT PG
9097 N19°¢n hwiC  o0T
QAOTHS  TmEETTT  ACINLT
Praoo (P77 OHU-  aow/lr
P ANaoch LT} °0me-?
ao/lBDF Gy  oomP: NOU
ool oot ANV
ATS0NR AL U P
NoF i n1rIh PoLmN4:
783 DF GFm::

3.2 PAININT FIE AMPAL
ng°9*st (GATS)

PGATS 09°%°rt 9A°1 hléT
MR 0715 TFa PRCLEC
HCT PAINTAT HCETF LG
NL.LE A@-g- AN
aPLNPT NSt ARSLLCT
b [\PA200 0 A T R

nageerk @0t 0FFa oom’
U-h-9° PA1NNT HCET
a8tk NLLTICT AL
mLI° ATCE 9IS hddeT

a1t aAPLNPT 20
NAav®LL.CC Nghavo ao’p1&:
?7120'%5. AN AT
nag°°rt  o0rT A8 es-
TLCAN: ATV NANHE @
oo 7271 e9IhLs via
NP a7rn AN

PN P POTS  AIATDNTS
PaoAONTT PO ST
hATHY @8 (APC T C
ANt C P
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PhPC “Fé-dn oo (air traffic
rights) ¢Fhre hHL707 (oo0A
N 3o+@ “International Air
Services Transit Agreement”
@-0T  (FHLZHGS  NAHE @-
Mdwé-® LU IC hib$eT
4T 2C HEPH ook
AR hOgPrE ATS.0M
TLCAN::

NGA9° 77L& &CET  hav{eA
aow/ld PalNINT L 012

PS PSS HCETS of 160
N7LLCH 70-07 HCET
1hgdn OP7E

PG PG HCETET:-

1. POCHIN AN

2. Pav1SE AT

3. ehike-nnas ao(\{\
CATENSTT AIADNT

4. P94 WINTDNT

5. PT9°vCT WIATNT

6. PMSS avAA  TINE-P

AT

7. PAhON, FO6VS  AmONd
AT

8. P4-LG7TNLA WIATINT

9. PkLHING H i
AN 0T

10. Pov 1SS T QVAS WG
AN 0T

1. C1eM7°CT AN 0T
12. WAL hFHZHGT @6l
0 WINPT ST

nAL (FHZHSG T 12 PS HCET

O-0T Otk 160 912G

7007 PAININT SR

Nhd-T NPT

e hat4% hIC L AAOr
LNC  AfRLm PULAM:
ANt (Cross-border
Supply of Services:
Mode1) [ Vade [1%
Ehhoo L1175 £7°0
AN

o NIAINT 4ALD ®L AA
AIC Moo P9 015 T
a0+ (Consumption
Abroad: Mode 2) AZ°ah:
C-ELHI® AN

o WA APlN@ hOTP
CAINDNT  TDST NAA
nlc o-0FP PCrER
Noondot PoLAT  AWIADNT

PO T8 APTET AS AT (TR S

Presence:
A" P70

(Commercial
Mode 3)
AINT0T

e NAA® AIC OMAhA NooTiF
nmee £33 P7LAM-
a0 (Temporary
Movements of  Natural
Persons: Mode 4) A9°vij:
e1ANG ?chng°q
nINTNFTE APCH @LFI°
ANM  AZLLTA NP9k
LN

CAINTINT  F77LT  AhaoAnt
PIN9° 1L LCE T hOAT
v-at 9241 9L DT
AN F@-:: ATHVI®:-

o Ot N7LeP4Tar
NU-A-9° PAINTNT FLITT AL
+4.991. eI L3P
(Unconditional General

Obligations) \.UP'r: AATL A1C
eham TP AN ANAT

05.f0  ootANE (MFN
Treatment) nlA héT
CAINTAT  AAMTT  AhaoAnt
9720 Far- L307G

aavl, e PF (INR AT8TORS

NHéA1 W aolBDTF DA

Y NS (Transparency)

CAINDNT  AOANTT  Ahoon-f

Pl.om  LINTG ovavl PP

hA%7Ty TS COAREANDL

?1.4.000- LY ZALS S oL

7%%32F (Hv LN @nT

0L ¢ STm::

o AlA ek A@-
AN APLNPT e
(S A A 00T -G
h&A0TIFm-7 hhaopn-t
NHCHC OTMeLC
EaPan Fm7 WINPT
NF  Phavpnk: 7L PF

(Conditional General
Obligation) G Fa@-::

anA net A@-“
AT APLNPTF et
CLLFTDS PO
TR WINPT

HCHC wimlAi (Schedule
of Commitments) 0°7H.2€-
AL CEk: A/t S LA
LmMNPUFPA:: (111K
wIMLH oaT PA O
Y TN o A T Y A T A T

ao’ )& THCHLm-
SbaoMp:: RICHI°:-

e  MWIMLW @NT ATHLHGA
U9°  WINTNT G ET
120N 9L+ (Horizontal
Commitments)?  NAZM&AC
O0T  AUNI®  RIAINT
LT 12.0F
PULAGGNFD AN oof(C
PYE NIET AN INTT
N“LATOVFo- av’y LT
PO 018N SRR
LN ACINPLT JHhn
ChPlO NG 10

o NALTGT5 AN T
9271 A 14977 PP
1807 (Sector-specific
commitments) GTFa@-::

Mhé-t:  ChINDINT  AONNT
H&2F (Modes) Pa1M0-T
9L 1T AL PTIN@T PG
W10k AP LA
Po.MA- 1207 (limitations)
A78.0-2° MFN Exemptions
WHCHC  PoL+CO0F 1
MO8  aAPLNLPT PO
AT vat 98T
1207 ANNVTF@- &TAN:-

o NI ®LI° WINTINT
atiN® ®L AlC o0 T
Mg A2 L7LMANT 18
(Market Access limitations)
hS

e hAIC @®OT  WININT
aAPLNLT  2C  NT7190C
golmMan 120 (National

Treatment Limitations)

PoBavl e NS 120 ML T
v 712 P0G 1+ AICO9:-

o PAININT AP NPT
RTC av1L1:

o PhAMmPAL CA1NTNA7
ArPagh PO (Value of

Transactions) ao72A*

o PAININET aom? (Output)
ao’]€A\?

o  NAININtE @NT P2PmMms-
OALT7 RTC 018N

o AININE hAIC @NOT
aPLNLPT  DC  NNChS
(Joint Venture) NF aA7%.0T
ao’]€A\¢

e WIAINET Aeohmt ha-<p>
oL AIC 0T Lo
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770N
G

aoMm’y av’]2A]*

n-aAt+5so- 212N 9L259+F @-aT
vttt TPEEE? AaoTeh:-

o P YN
aAPLNPTT LS T7HA
£ ANNT7
(Discriminatory ~ Subsidies
and other financial
Measures) ao12A*

o  PAINTINE aP NPT

PH2r AOMT  (Nationality
requirements) ao12A:

o ADE AN hPlNPT
Pao 4 9 ng ANy
(Residency Requirements)
av’ )¢

o PhPLE oHING NPTt
oopnf  OCHéhT  AOMT
(Licensing, registration and
qualifications requirements)
av’ LA

o  PEATAE, TN77CS NAMS
aOmr (Technology
transfer/training
requirements) ao01£A*

e ¢hlC NP DNGHT7
amP+9®  (Local content
requirements) ao1£A*

o PAININT hP NPT

CINLTS ool AANTTT
(Ownership of
Property/Land) av]2A\¢
ont+

PG ANTI® 10T AOA

a1k A78.L0¢P9° M
PAINTNT TN ageoert
Lh PO

PAINTNF 7€ O9°9°1 T ANA
AT NCLENFFD WINTNT
9201 T AL NF PN WIS
nmge (7 aLI° Pt
HCEF7(Fewer sectors) ¥
AD  WIAINT  APlNDPT
ANk A78.U-9° e T
LLET@7 OSHN ooA TP
nN7L0r'r CAININT
ATPOPOLPT  (Fewer types of
transactions) NF AL a7%.00'r
AP 19 ARTAT LOAMA::

PO T8 APTET AS AT (TR S

4.3. 7€ ' ChOPZE MLt
TP 01T (TRIPS)

TRIPS N9A9° 797 &C&F
et POt PSS PS
O A% OWWPFE Adhh.
n1995 9.9°. €9°C ¢ AL
a8 HRCAN: PTRIPS
a9yt Chaow /i@ NTENE
NCA.7 AS 9 dHL709T
A8 UI° PUIIFT FoLt AL
1 (HARYS TANS NCAT
L YAST 0T 041
ATPAT h9°A 1A ATEN
NTRIPS ag°9°k 0T
ar8htt  HLCAAN: PTRIPS
aZ°°rt PL9  ANAe hiNgk
erALE DILTACT 2C A19AC
N+an oo\ yls n
CARI°C P NPT Tl0mNe
eFA O 1@ 9PN kIR

> LI hhao00F-F
PULLANT 22CoT oo fi-:

> Mdué-P LB Phh9°&P
et TP RYIXN
TR T RWILTLTA
naZ°°rk 0T Noe1nd
hq

> h&%%0  PEhTAd PYRT
aAean, Cn>Lo-+C
+thea-5. TNP? 0Ntavant
nagererk @0t A78h0k

NaoL.lF o0 Ps
PSPTE PPHL  IPANPT
ST m-::
NTRIPS  Q9°9°v  oow/litk
ANCT NP hkenack
L 3 L Y 1 R | o S [ A
P9 TA AT NNICICYE:

ntment TN LR NS
27 Admé 2EPT PTNS
1H, aopmt AL 0
aek 2Ly oA ¢TRIPS
O°°rt eoLhvta GATI D
ant AICH-9°:-

> Pdmé- NPT ALhao-(vi
émé- 24 FMF PO
AL IE U PTd
NaoeMC Cémé 2627
A18.04-4 ATINT A

> Admé 226PF N7
TNP 09947 P EATAB,
N79C7 AT WS

> N9A9° htq 7% Nt
AL o0ty

a(ThA=T Aaod'in
At PSS PYSE
ST
1L ' PhRIER LT
Nt PULeHT @ 14T

Copyrights & Related Rights
A9 Industrial Property Neo0
Nv-at A0 T 90T PoLhd-
A7 NHCHC 0 ¢
Pl tA@-7 LavnAn-::

(1). hTeéet+  (Copyright):
¢TRIPS ngeoert heHF -
8¢  oohpd  h7% (7
CLLNLTIG PaCLOFT7
gémé- omt LA ool
goeamNe o OhTe-2oF
PolmNe T Pdamé- @M
ao-f| 7 ao i hG A AVAE
hTo+C OGS TPC PaoANA-T
STFm-:: ehLé-gT oot
Ad.me- o-m Tt oG
PoLAM@ AYANT  (Ideas) &S
awé-CT  (Procedures) @l
ALPT LA4mé-@ NANT ATHVT
YANTFS Aawd-CT e
NA V-9 N4A9° OHT ool
hed NF 1o GUIS TN
C.mb@- Idea ALY7
Expression of Idea aoUP%-
NOg°°rk @01 tHaopinztii::

NhTe-2 1 eaan-trt ool
T™e 9920 T - gé.me-
oM T LA Amé- Ak LPE
AQHA ao(i P @M, L9
nat+ oLy Nn8 +&F oofiT
¢-+thahA 1@ PSI° Phmé-
aomAE APCI°CE ATI°UCE
AAOTPe T AS ARG HOe-
TPI° AL POL.MA O PLmé-
o-mAET  fa dmé- ANk
4P aMme9® AILTLFA
Ng°°rt: LY IN:  NPLé-8
ao{\h ™M 90.LLMNT @
Pdmé @mAtT  ATLANTE
PTRIPS 7821 (A9°A4A. 7€
e ant) N%.aoAnt@-
Pav 3/ hhd 9°HI0 °7'Le:
ALNEANT? Pédmé Mk 24
avrint +7 e ™Mo
arLo9LLANT  O9C Tl PHA::
OCe-et+  eaantrt ook
gé.mé At VLT oo
ed.mé®  tmP. ATSVPY
Naor1r9°  NAL  OAgo{1-k:9°
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ne+ A PadeoNk  voOP
®&OTFT  A50  Goodt PUA
eimé-m  tmPo. ANV

|1 Pl ¢ S A 4 a5 TA R

2). nbTeRt IC  FINE

AT - a2 (Related
Rights): 0 18¢°F7 “I0T9°
409" PG DTy LI
{PASE S fav-H, &

AP TIS  PRG  AlTAAS
LCERTT ooV T 97000k
ST hh'Lée-t I2C 7Tt
PAT @ oo QAT TN
ooV ATITI 90 98T
°H10 “Ta'Le ALNLADITD-9°:

+PSET 089 HEET  AS
Poo-H, XU UPAZED A50
Gav T A78.0-9° PHS
antadd, SCEFT A20 Goaodt
™S h7L99.L.LINT @

NOg°9° 1k 0T +TmPa::

(3). P FARET
(Trademarks): NTRIPS hg°7°-
W& 15 Vad 0-F1AA@-
aow/l T PFe ANt 10 T9°

5 D9 AN me9°
CIANPT  MNIC PT PaTe:
eCey I°CAT (] S
AIANDNT naA &Ce
IoCAF (] S AT
PaoAP T aP9® PAD- “TTED-9°
ARt oolP'r ool
POAD NPT &HLATE RTET
N eE AN T A8 U-9°

e HALE  PPATS  PINCT AL
barks PATAV I T AT AL1NTING
Aol ATLYLTA (NI°9°k:
+mPa::

P77 PANTT PhATLT LCET
I°CHT ®BI° WINTNFT hAA

eCet CAT eI
AIANDNTT PavAP S NPT
i LR +NETT
LD i NIk aow/lt
aA7e P ARt A7
+h L Gav 3 ™
Po.el0t  ALWPF h7  Gooit
A9 AP ANTE aALat
099247 P°ARPET  AU-AIR

aoMmeI° ATLTLFN 10 01

PP ANPT +avHIN®- N3
+hr e G gv i £and
oRret (e AL 1APA

ATRILALH NPT LY I

PO T8 APTET AS AT (TR S

4). 0AMON. ATCF  PULmNe:
?77% AhtT (Geographical
Indications): NTRIPS 0¢°7°I-
nthtkt 1ET gohhd AFA

1o ALY PPARTT PATTRT
ahan,  °CHT  haA  hhan,
I°CHT  AaoAfT  PULLINDN-
STm-:: eI e n-tE
ngean-t PoLEeININT
NACHS ALTON I°CAT
ATRUI NN BSOS

AL oololt PPCHT -

NaAhAN, A9°TF PoomNd: 9°C-F
haA Ahan, aa-F 9°CHT eHag
aeé: Petrs 0hmPol NI
erAf  ToSET og9e VS
a9° aANTo- +NA@- 9991004
P°CHT ST ACHE AR
oo lP7 AILNIeT  Polmen-l
nNahan.m- ot g R N
U-R32F  at9°  LanaN.m-
aPCS hé.C A79.U0-9° Nahano-
COLTI@ AP Chavld-lt HLS
APLT  GTm:: A°AN  POT7
0. haA AN, HAP MO9°
ARG LD PRI PhhON.@-
hfCS We.C A7 STAA:

NAMN, A9 PoLmne Tt P
PPARNPT  PATE W@ @e9°
eCe TNt hLLAI::
O @9° MA@ COLTYG
a7e A8t 9°Cl P91.LooCr
@ ®e9° LCEF ¢4 et
STm::  PANPFET o9
@ L9 LCET  Atavaag,
CT AMPVFO LTAA
NNt ho: hAL PhmenT
PANET 7L PPANPT  OC
ao(\A -+ ANTF@-: Nhhan,
09 £o7.mN4: 7L
PANETT  (hevAhd  ANMUT
N%09° hde LL8 OT ¢y
Phaol D1 2°CH T LAOMNT @
oo Py 1482 15 NLCLC 1871+
ALt PTRIPS  ag°9°yi
Mm99 PWTO 4N A1C
NA7%  @0T  NxAhAN. Q9T
A" l.om-t AT T
AT8PLCTT  1%7 haoMpA-9°
nAg  NHAL  ADL7S  hAADA
°CAF NG ™
AI8LLANT D PHA::

(5). AI%OTLEN BUHLTT:
fé.me- a-m, T LU

P9 hILT PhIS0TS
o-m. 't ATy Ct
ATINETS  APCEI®  INLa
N°L4.A 1@ aoi\n PCH Aaodm-T
1 ATSNTEPA BHEST
a7y taoCE ANEe OGN
°Ct A ot Neehmet
oG9 AT Faovivl @,
CHT IC  AosLC  PHhA
PINe LA ATLLTY POl
AP VT

o0 2R U AP A JAY SHEST
AT m7 1 NeCPenCd:
Neon.§ h9°eT 07 eoF G
NannCLan TS0 P T
ao-OT TP AL PN
gLmeé- omAT ST TN

A%YTI BHEST (°YavhAnta-

Pao ¥ 0 ahd\ aoao i)

nAAVF@-:: SHESEI®  A9CHIN

N PoLP -

> hanrl (Novelty) 7at9°
SHEGTE +L9° N> AVHA
aNaoP 0T @ ¢

> héESATT (Originality)
A9 LI NA DO
Vel ok AL
aNaP 83 TFm-: Po9ntn17
U327 h9h 1o

N>k f4.me- aan-+
Pehooy PO AI8.LTIG ALmé-
»mlar LN a6,

A7%oo0NE NV Noo(l 3T
N4 féme- AL
AT8NDE AL féme-
7ePE 0L A0 thd e
Gav 3 APGMNE PHA:

(6). T+#t+ (Patents): NTRIPS
ONg°9°Y - aow /i T N
AATE PLmé oMt POLOAT
AL I oM VA 37 SRR T ) SRR A ))
eI°NNC ol Ad.Mé--
AN : PLME® NANLT LAPTE

2000°F9° r'r &COAF
PL.Me-@7 a-m.+
a8 eme oot PavhAhi
ao It POLOAT - a0t
Ad.mé-@- hAD-PG N7
Lé.mé-m- QAN L£9°
C4.mé-m 7 ‘HCHC U-s
LN Loyt NP LA
L3 arennt NnHg°s°rk
TMmPAA:: 0T+t oot
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™S 992,00 ?4.mé-
o-m T AWTE  AFAP TG
+he P81 oot PTLAT
Py AA0F: TR Adané-

LT hAm-PS o.0ma-
ng°c+s ng°c+ YLt
AL+ G0 gé.mé- PP
Y- Pdamé- @mh9° AICCT
nry o PG P9l Nt
(A 2704\ Ad.mé-
PP eI+t ao )+
ao(\m-l:-

> AdMé- 24-PTF vI? TN
Naom-~  P4amé- 24P
Ach'HAN 24 A8V
CNLF A gé.mé-
NAN-PFg° e PF 7
HhGLANRI:

> Adamé- LT ™M
ool AP T PP
A°CI°C 041 NChF
TN A78.00 0 NATLETH
eI°CI C P
LNLFF0F

> a%1¢ EaThe8. AT8.5C
(1 AN R AT R

h1% Pémé- ome PTNS AN
ATV LA

> h&0TE (Newness or
Novelty) “7a19° P4.mé-
aomk PLI AN AT
LMmé-PF hha ao Py
PANT9°:

> Péaneé-  ULE AT @9

+té A@ NIN6 P71 OF
a7 hAk (Inventive
Step or non-obvious)

> i@ OAIS0T4 o0 T
7 Ag PN UL
oolP7  AAE  (Industrial
applicability) i PoLAT7
U5 2T 91990 hAN-::

NTRIPS  ag°9°vt-  oowlict

eI ool AUNI® PLME-

PEPT VIR TP oot

ABONTI:: VIE PPN oo

nTeOANTF®  C4mé- e PF

aohh\J°:

> A@  AET ARTNATS
AnOPT  VROT  ALIE
PP PLmé #24-PF

> AVNY°S  HL&DT A°AN
diagnostic therapeutic
and Surgical methods of
human or animal A9

PO T8 APTET AS AT (TR S

> hMicro-Organisms

nhk+C NAOP TS
arnat: N+Hemo949°
NNg°9°rk aow
av ) ok ames
Vs 3P 0.2 2T ao-
(PFHLPC hLIDF

NOLCT  avdn 999490
0N+2F ®H-4) hémé

ANt P -
NCompulsory  Licensing
féme- @ME7 AN
ame+d® OLI° ANA

e oM SFAA:
NTRIPS Q9°9°rt aow (st
N4 aolt ALnNE:
P77 Athdg e 20
G g}~ ™S
WI8.LLMMNT @ LTI
Cé.me e m9° n20
oo (Y3A PUHN VN
LUPGA YA Fg° n20
oot 1A 175 @-9° (@~
d.Mé&-@7 £ nihA
oom$9®  LFAN 90T
-

(7). Layout
Integrated  Circuits: NTRIPS
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THE NATURE OF THE WORLD TRADE ORGANIZATION,
ETHIOPIA'S MEMBERSHIP EFFORTS AND

PROSPECTS FOR DEVELOPMENT
ATO HABITAMU TADESSE

I. Introduction

Given the limited time available
at this forum, it is virtually
impossible to discuss in any
extensive manner such a
multifaceted and complex
institution as the World Trade
Organization (WTO). Most of the
Organization's jargons are little
known to, or understood by, the
general public, knowledge in
such matters being the specialty
of experienced negotiators. For
this reason this presentation
limits itself to raising certain
issues relating to the history and
structure of the Organization, its
major functions, the main pillars
and agreements it adheres to,
levels  of negotiation  for
membership in the Organization
and Ethiopia's status therein, the
advantages obtained from
membership in the Organization
and the challenges posed by that
membership. The principal aim of

the paper, therefore, is to
facilitate discussions and open
up possibilities for further
exploration of the issues

involved.

2. Overview of the Founding of
the World Trade Organization
and its Structure

The World Trade Center came
into being in 1995 at Marrakesh,
Morocco as successor to what

was then known as the General
Agreement on Tariffs and Trade

(GATT), which had been in
operation since its creation in
1947. Available data indicate
that the idea was to create an
International Trade Organization
(ITO) to oversee trade relations

at the global level, which did not
materialize at the time the World
Bank and the International
Monetary Fund were established
in 1944,

Although at that time attempts to
create ITO proved unsuccessful,
it is to be recalled that GATT,
which served as the main
instrument governing
international trade for almost fifty
years, was successfully created.
Between 1947 and 1994 eight
rounds of trade negotiations took
place under GATT, which
contributed to the reduction of
tariff  and  non-tariff  trade
barriers.. Of these eight rounds it
was the Uruguay Round, which
lasted from 1986 to 1994 and
during which numerous tasks
were accomplished, that gave

bith to the World Trade
Organization.
The round which started

following the establishment of the
Uruguay Round and which
constitutes the ninth round is

known as the Doha Development
Agenda (DAA). This agreement
was reached at the Fourth
Ministerial Conference of WTO in
Doha, Qatar in 2001. The Doha
Declaration is famous for making
development issues its focal
point and, especially, for the
special considerations given to
developing countries and the
resolutions it passed to make
obligatory provisions at once
transparent and practicable. The
declaration put down 21 subjects
to be negotiated in more than 50
provisions. Though the
declaration had set deadlines for
the completion of the
negotiations, most of them could
not be completed in accordance
with the provisions of the
declaration.

The GATT concentrated mainly
on manufactured goods, while
agriculture, services and
intellectual property rights were
negotiated at the Uruguay Round
and became an integral part of
the  Agreement after the
establishment of WTO.

Currently the WTO has 151
member states and covers about
95 per cent of the world's trade
activities, according to the
available data. According to the
United Nations Organization's
indicators 25 of the member

Ato Habtamu Tadessie has received his first degree in Economics from Addis Ababa University in 1985 and his second
degree from Makerere University, Institute of Economics, Kampala, Uganda. March 2001. He has worked in the Ministry of
Trade and Industry at various levels of positions. Currently he is in the head of WTO Affair Department in the same
ministry. Ato Habtamu Tadessie has provided consultancy services to different agencies.
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countries are industrially
developed and 94 are
developing, while 32 are less
developed.

According to the formal structure
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representatives from the member
countries, is the topmost
decision-making body, and it
meets every two years and
makes major decisions. The
Ministerial Conference has held 6

(1966); the second in Geneva
(1998); the third in Seattle
(1999); the fourth in Doha (2001);
the fifth in Cancun (2003); and
the sixth and the most recent in
Hong Kong (2005).

of the WTO, the Ministerial  neetings since the establishment
Conference, which comprises  of the WTO: the first in Singapore
GATT Trade Rounds
# Year Place Subjects covered Countries
1 1947 Geneva Tariffs 23
2 1949 Annecy Tariffs 13
3 1951 Torguay Tariffs 38
4 1956 Geneva Tariffs 26
5 | 1960-61 Geneva (Dillon) Tariffs 26
6 | 1964-67 Geneva (Kennedy) Tariffs & Anti-dumping 62
7 1973-79 Geneva (Tokyo) Tariffs, non-tariff measures, 102
Framework agreements
8 | 1986-94 Geneva (Uruguay) Tariffs, non-tariff measures, services, 123
intellectual property, agriculture, creation of
WTO, etc.

Source: www.wto.org

Next to the Ministerial
Conference, the second level
authority goes to the General
Council and comprises the
ambassadors (or equivalent
representatives) of  member
countries in  Geneva. The
General Council meets regularly
to make various decisions. The
Council also serves as the Trade
Policy Review Body as well as
Dispute Settlement Body for
member countries. There are
also three third-level councils
accountable to the General
Council: namely, Council for
Trade in Goods; Council for
Trade-Related Aspects of
Intellectual Property; Council for
Trade in Services.

There are also other subsidiary
committees and working parties
dealing with such
environment, development,
regional trade  agreements,
accession, etc.

Vol.10 No. 4

issues as

The Secretariat of the World
Trade Organization has its
Headquarters in Geneva, with
about 630 employees under its
command. The main function of
the Secretariat is to provide
technical support to  the
Ministerial Conference and the
various bodies operating under
the Conference at different
levels.

3. Main Functions of the WTO

The general aim of the World
Trade Organization is to ensure
that trade flows competitively by
lowering trade tariff and non-tariff
trade barriers. The World Trade
Organization:

e Oversees the administration
and operation of the
international trade
agreements.

e Provides a forum for trade
negotiations among
governments.

e Serves as a venue for
settling disputes between
countries.

e Serves as a forum where
governments review the
national trade policies of
member countries.

e Provides technical support to
least-developed and low-
income countries for them to
be able to adjust to the WTO
rules and disciplines.
Towards this end the WTO
cooperates closely with other
international institutions.

4. The Organization's major
agreements

The WTO's Agreements cover

various  subjects, including
agriculture, industrial products,
banks, telecommunications,

government procurement, quality

Ethiopian Economic Association
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and standards, nutrition,
intellectual property rights, etc.
The Agreements can be divided

into two major categories,
namely, Multilateral Trade
Agreements and  Plurilateral

Trade Agreements. While the
first group of agreements are
mandatory for all member
countries, the second group of
agreements apply only to those
countries who have signed the
agreements of their own free will.

Under Multilateral Trade
Agreements are included the
World Trade Organization's three
pillars, namely, Multilateral
Agreement on Trade in Goods,
General Agreement on Trade in
Services (GATS), and
Agreement on Trade-Related
Aspects of Intellectual Property
Rights (TRIPS). As pointed out
above, every member country of
the WTO is duty-bound to abide
by these major agreements as a
single undertaking.

According the WTO's mode of
operation, although there are
different principles in all these
agreements that must be
observed, for the purpose of this
presentation only two of those
principles will be considered.
One is the principle of Non-
Discrimination. This principle has
two components: the Most
Favored Nation (MFN) rule and
the National Treatment Policy.
The MFN rule requires a WTO
member to apply the same
conditions on all trade for all
other WTO members, that is, the
member has to grant the most
favorable conditions under which

it allows trade in a certain
Vol.10 No. 4
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product type to all other WTO
members. National Treatment
Policy requires that imported and
local products be treated equally
once the foreign goods have
entered the market.

The second is the principle of
predictability. This principle has
two components, just like the first
one, namely Binding and
Enforceable Commitments and
Transparency. Binding and
enforceable commitments refers
to "ceiling bindings" WTO
members enter into and which
require payment of tariffs that
remain in force until further
negotiations are made with the
trade partners.  Transparency
refers to the process that
requires WTO members to
publish their trade policies and
regulations that they issue at
different times to the WTO and to
respond to requests  for
information.

The WTO agreements also
provide for special and
differential treatments to both
developing and least-developed
countries to help them adjust to
WTO rules and disciplines.
Some examples are: ensuring
that the obligations that such
countries enter into are based on
the levels of their
development; allowing especially
the least-developed
additional time to meet the trade
requirements; providing the said
countries with technical support
and training to help them build
their capacities. Let us now say a
few words about the three main
pillars of the WTO's agreements.

economic

countries

4.1 Multilateral Agreement on
Trade in Goods

By the time the WTO was
created, the GATT was updated
to become the WTO's major
umbrella treaty for trade in
goods. Under this major umbrella
treaty are agreements relating to
other sectors (e. g. agriculture,
textiles) and other agreements
(e.g. human, animal and plant
health, product quality, subsidies
and retaliatory
preventive measures, imposition
of customs duties, import
permits, operation of government
businesses, etc.) have been
included as annexes. Below are
considered only those
agreements that are deemed
more relevant to our country's
situation.

measures,

4.1.1 Agreement on

Agriculture (AoG)

The Agreement on Agriculture
was first negotiated and signed
as part of the GATT during the
conclusion of the Uruguay Round
at Marrakesh. The Agreement
has three pillars, namely Market
Access, Domestic Support, and
Export Subsidy.

Market Access: It was resolved in
the Agreement:

= That all trade barriers,
except tariffs that
imposed, be converted into
ordinary duties
(Tarrification);

= That the current tariff that
was in force at the time of
the negotiation be reduced
with limits set by all member
countries;

were

customs
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That countries that have
converted non-tariff
measures  into  ordinary

customs duties be allowed

Special Safeguard
provisions;
Regarding tariff reduction,

that the developed countries
should on the average make
a reduction of 36 per cent
within a time range of 6
years and the developing
countries make a reduction
of 24 per cent within a time
range of 10 years, with a
minimum requirement of 15
per cent for the developed
countries and 10 per cent for
the developing countries;

That the least-developed
countries shall not be
required to reduce tariffs.

Domestic Support:

While agreement has been
reached at the Uruguay
Round of trade negotiations
to reduce the total aggregate
measurement of support in

favor of agricultural
producers, the Agreement
has resolved that the

developed countries reduce
their AMS by 20 per cent
within 6 years, while the
developing countries must
reduce their support by 13.3
per cent within 10 years. The
least developed, low-income
countries are not required to
make any reduction.

Under this pillar, the types of
domestic support to be
provided have been
classified into three groups
as Green, Blue and Amber
Boxes.

Vol.10 No. 4

O O O O

PO T8 APTET AS AT (TR S

The first, labeled "Green
Box," includes those types of
support that do not interfere
with, or with  minimal
consequences to, the flow of
trade. Member countries are
not required to provide such
types of support as they may
provide to agricultural
producers.

The types of programmes
qualifying for support include
the following:

Research;

Pest and disease control;
Training services;
Extension and
services;
Marketing and promotion
services;

Infrastructure services
Self-sufficiency program
established by a national
law;

Food subsidy;

National disaster prevention;
Structural adjustment
programs.

advisory

The second, known as the

"Blue Box," involves
payment extended to
agricultural  producers of
facilitate reduction of

production, and it concerns
those types of support
provided to agricultural
producers in order to speed
up agricultural and
development, such support
for investment and provision
of improved seeds. It is
believed that such types of
support have only minimal
consequences to the flow of
trade.

rural

The third, known as the
"Amber Box," relates to all
support types not included in
the above mentioned
packages. Because the
types of support in this
package seriously affect the
flow of trade, the Agreement
requires member countries
to make reductions. While
the developed and
developing countries are
required to reduce 5 per cent
and 10 per cent,
respectively, of the types of
support in this package, the
least-developed countries
are not required to reduce all
the types of support they
provide.

Export Subsidy

When it comes to export
subsidy, an agreement has
been reached that member
countries shall take
measures to make annual
reduction on the export
subsidies they provide to
agricultural producers.

The developed countries are
required to reduce their
direct subsidies by 36 per
cent of the marketing cost
and 21 per cent of export
amount within a time range

of 6 vyears, while the
developing countries are
required to reduce their

direct subsidies by 24 per
cent in marketing cost and
14 per cent in the export
amount within a time range
of 10 years.

The subsidies agreed upon
for reduction under this pillar
include: direct budgetary
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payments; incentives
provided for new products
contingent on their
incorporation in  exported

products; the sale or

disposal by government
action of non-commercial
stocks of agricultural

products at a price lower
than the comparable price
charged for the like product
to buyers in the domestic
market; payments on the
export of an agricultural
product financed by virtue of
government action; provision
of subsidies to reduce the

costs of marketing of
agricultural products,
including handling,

upgrading and processing
costs, and the costs of
international transport and
freight; international and
freight charges on export
shipments provided or
mandated by governments,
on terms more favorable
than for domestic shipment.

4.1.2 Agreement on Sanitary
and Phytosanitary Measures
(SPS)

While this Agreement was
negotiated at the 7th Tokyo
Round, and although the
Agreement had to do with
agriculture, consideration was
given to it on the basis of the
high benefits it provides and it
was accordingly agreed to look
at it on its own merit at the
Uruguay Round, resulting in
separate regulations.

Accordingly, the Agreement
proclaims that member states

Vol.10 No. 4
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can issue technical regulations
and take measures to protect
human, animal and plant health
as well as the environment and
the country as a whole from any
hazard, without however
imposing unnecessary trade
restrictions. The Agreement has
proclaimed that it would be
preferable as much as possible
for these technical regulations or
measures are consistent with the
guidelines and standards of such
organizations as Organization
International des Epizooties, the

International Plant Protection
Convention and Codex
Alimentarius Commision, and at
least meet the  minimum
international protective
standards. If the protective

measures taken by a given
member state have been found
to meet the minimum protective
standards, so proclaims the
Agreement, other  countries
should accept them on an equal
basis as their own standards.
According to this Agreement, a
given member state can set up a
recognized disease-free area
and provide information
supported by data for any
member state that would like to
know about its safety standards.
The Agreement also stipulates
that member states should create
Enquiry Points for dissemination
of information regarding the

safety regions and the
implementation of the
Agreement, as well as the
establishment Notification
Authorities for advance
notification of proposed
measures.

4.1.3. Agreement on
Technical Barriers on
Trade

The Agreement stipulates that
member  states can take
measures to protect human,
animal and plant life from health
risks and damages due to
deceptive or sub-standard
products. Member countries have
agreed that the measures to be
taken in this respect should not
discriminate among member
states, should not pose barriers
to international trade, must be
transparent and made public in
national bulletins  of  the
respective countries.

The Agreement encourages that
the technical regulations,
standards and conformity
assessment procedures to be
developed be consistent with the
guidelines developed by such

international organizations as
International Standards
Organization (1SO). The

Agreement stipulates that if the
restrictive measures a given
member country takes meet the
minimum standards, other
member countries must accept
them as equivalents; it also
requires the establishment of an
authority for the coordination of
technical regulations, standards
and conformity assessment,
enquiry point and notification
authority to provide information
on the technical regulations
already implemented or
measures taken in the process.
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4.1.4 Agreement on
Safeguards (SG)

The main objective of this
Agreement is to set forth rules to
enable member states to take
safeguard measures with regard
to increased imports entering
their countries, where such
imports have caused serious
injury to the importing members'
domestic industries.

For member countries to be able
to take such measures, the
measures must be consistent

with  the following  guiding
principles:
. When imports are

increased in terms both
of volume and price;
" When imports are found

to cause, or threaten
serious injury to, a
competing domestic
industry;

" When the injury or the
threat of injury is caused by the
specific product imported.

Member countries must
demonstrate through
investigation that serious injury
has occurred, or that the threat of
serious injury is imminent, as
shown by the facts; however,
temporary measures can be
taken until the investigation has
been completed. The measures
taken or intended to be taken
should be applied only to remedy
the injury. The measure can
assume the form of levying taxes
or imposing quota limitation on
the concerned product. The
measure so taken will be in effect
for a maximum of four years with
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a possibility of extension where
necessary. But it has been
resolved that the period cannot
be extended beyond a total of
eight years. Member countries
are required to compensate
injured countries, that is, they
should reduce duties imposed on
other products replacing the
concerned product.

415 Agreement on Customs
Valuation (CVA)

This Agreement was first entered
into at the Seventh Round
Agreement that took place in
Tokyo in 1979. The Agreement
was also known as the Tokyo
Round Valuation Code. The
basis for the final Agreement
signed by the member countries
was transaction value. Under this
Agreement customs value shall
be determined on the basis of the
price actually paid or payable for
the goods, taking into
consideration current transaction
conditions. The Agreement was
signed by 40 countries and it
stayed in effect until the Uruguay
Round.

The World Trade Center's
Customs Valuation Agreement,
which was signed in 1994, is
similar to the Tokyo Round Code.
The customs value of imported
goods is determined on the basis
of Ad Valorem Duties. This kind
of computation, used in imposing
customs duties on imported
goods, is based on the actual
value or the volume/weight of the
goods imported, or on both.
There are six methods of
computing customs valuation,
including transaction value, and

where information on imported
goods is not available for
purposes of determining customs
valuation, recourse can be made
to any one of the six methods
where the others are have been
found unworkable. The six
methods  are known as:
Transaction Value; Transaction
Value of Identical

Goods; Transaction Value of
Similar Goods; Deductive
Method; Computed Method; Fall-
back Method.

The World Trade Organization's
Agreement on Customs
Valuation has  incorporated
provisions to protect the rights of
importing countries. The aim of
these provisions is to ensure that
customs valuation operates in
accordance with the principles of
transparency and accountability,
right to confidentiality, provision
in writing of information upon
request, expression of
reservations by parties involved.
All  these and more are
obligations that member
countries are required to uphold.

4.2 General Agreement on Trade
in Services (GATS)

The aim of this agreement is to
encourage member countries to
open up their respective service
sectors to suppliers of services of
other member countries in four
gradual stages.

Although the Agreement has
attempted as much as possible
to incorporate all service sectors
in its provisions, except those
services that are supplied neither
on a commercial basis nor in
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competition with one or more
service suppliers. Such services
as are excluded from the
Agreement are those services
supplied in the exercise of
governmental authority and they
include national bank services
and social security services.
Among the services falling under
these that are temporarily
excluded from the Agreement are
air traffic rights and those rights
incorporated in the International
Air Services Transit Agreement
(also known as the Chicago
Convention) mainly to do with
issues relating to national
security.

According to the classification of
the World Trade Organization,
trade in services is divided into
12 major sectors and 160 sub-
sectors, of which the major
sectors are the following:

1. Trade services

2. Communications services

3. Construction and related
engineering services

4. Supply (Distribution)
services

5. Educational services

6. Health and related social
services

7. Environmental sanitation
services

8. Financial services

9. Tourism and travel-related

services

10. Recreational,
sports services

11. Transport services

12. Services not included in the
preceding categories

cultural and

The Agreement also has
provided for about 160 minor

services under the 12 major
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services, which can be supplied

in four modes:

e Cross-border  Supply of
Services: Mode 1: Supply of
services from the territory of
one Member into the territory
of any other Member; e.g.
Telecommunications and
Postal Services;

e Consumption Abroad: Mode
2: Supply of services in the
territory of one Member to
the service consumer of any
other Member e.g. Tourism
Services;

e Commercial Presence: Mode
3: Supply of services by a
service supplier of one
Member, through
commercial presence in the
territory of any other
Member; e.g. Banking
Services;

e Temporary Movements of
Natural Persons: Mode 4:
Supply of services by a
service supplier of one
Member, through presence
of natural persons of a
Member in the territory of

any other Member; e.g.
Accounting and Medical
Services.

With regard to trade in services,

members of the World Trade

Organization have two types of

obligations:

= Unconditional General
Obligations: Each Member is
obliged to accord immediately
and unconditionally to
services and service
suppliers of any other
Member treatment no less
favourable than that it
accords to like services and

service suppliers of any other
country under the Most-
Favored-Nation Treatment
provision. Transparency,
which requires each Member
to publish  promptly all
relevant measures of general
application which pertain to or
affect the operation of the
Agreement, is subsumed
under this General Obligation.
Each member is required to

respond promptly to all
requests by any other
Member for specific
infformation on any of its
measures of general
application and ensure that
the regulations and

administrative guidelines that
significantly affect trade in
services are reliable and

implemented without
discrimination.
= Conditional General

Obligations: These are
obligations pertaining to those
services on which Member
countries have agreed to
make accessible to suppliers
of services from other
Member countries, and which
they have included in their
respective  schedules  of
commitments.

Member countries are expected
to prepare  Schedules of
Commitments for the services
they have committed themselves
to accord to service suppliers of
other Member countries and
inform the Organization's
Secretariat of same. The
services to be included in the
Schedule of Commitments can
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be inscribed under two

categories:

=  Horizontal Commitments:
commitments that serve as
limitations for all services
inscribed in the Schedule of

Commitments. The rationale

for the existence in the
Agreement of such
limitations is to avoid
redundancies in limitations

on the modes of supply of
services;

=  Sector-Specific
Commitments: this pertains
to the limitations imposed on
each type of service.

Another purpose  of  the
Agreement is to provide a
schedule of commitments
pertaining to the types of
services to be supplied under the
four modes of service supply, the

limitations to be imposed on
those services, and MFN
exemptions. Two types of

limitations can be imposed on

services supplied by service

suppliers of one member in the
territory of another member.

e Market Access Limitations:
This category pertains to
those limitations imposed on
services or service suppliers
from one member country in
the territory of another
member country.

e National Treatment
Limitations: This category
pertains to those limitations
imposed on services that are
comparable to
locally supplied in the host
country.

services

Vol.10 No. 4

PO T8 APTET AS AT (TR S

The first of the two limitations

assumes six forms:

e Limitations on the number of
service suppliers;

e Limitations on the total value
of transaction or assets;

e Limitations on the total
quantity of service output;

e Limitations on the total
number of natural persons
deployed in a particular
service sector;

e Measures that require
specific types of legal entity,
such as joint venture alone;

e Limitations on the
participation of  foreign
capital.

Some of the limitations imposed
through the second category
include, among others:

e Limitations pertaining to
discriminatory subsidies and
other financial measure;

e Limitations pertaining to
nationality requirements;

e Limitations pertaining to
residency requirements;

e Limitations pertaining to
licensing, registration and
qualification requirements;

e Limitations pertaining to
technology transfer/training;

e Limitations pertaining to local
content requirements;

e Limitations pertaining to
ownership of property/land.

Article 19 of the Agreement
stresses that member countries
commit themselves only to those
supplies of services that they
actually need, to accord services
or service suppliers participation
in limited or fewer sectors, and

limit the supply of services to
fewer types of transactions.

4.3 Agreement on Trade-Related

Intellectual Property  Rights
(TRIPS)
The TRIPS Agreement

constitutes one of the three major

Agreements entered into by the

World Trade Organization, and it

has been in force since 1995.

The Agreement on TRIPS is

based on the Paris, Berne and

Rome Conventions as well as the

Washington Treaty on Intellectual

Property. The provisions or

stipulations especially of the

Paris and Berne Conventions

have been incorporated in the

TRIPS Agreement more or less

wholesale. Compared to those

conventions that preceded it, the

Trips Agreement has proved a

more effective instrument in

protecting trade-related
intellectual rights, because:

e |t contains provisions for
resolving trade disputes;

e |t describes procedures hy
which protections of
intellectual property rights
could be implemented at the
national level;

e It has provisions for the
protection of rights pertaining
to technological innovations,
e.g. computer technology.

The TRIPS Agreement stipulates

that, if member countries could

not act on the minimum duration
of protection of intellectual
property rights conferred on
creators, they could, however,
set down terms of protection with
longer duration than those set
down by the Agreement. The
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TRIPS Agreement has the
following major objectives:

>» To create conditions
whereby creators are duly
rewarded for their creation
and thereby encourage the
dissemination creativity;

>» To give adequate protection
to intellectual property rights
and encourage the
promotion of technological
innovation and dissemination
of technology;

» To reduce distortions and
impediments to international
trade.

The Agreement on Trade-
Related Aspects of Intellectual
Property Rights has incorporated
two major types of rights:
Copyright and Related Rights
and Industrial Property Rights,
the details of which are
enumerated below:

1. Copyright: This right pertains
to the protection of the
intellectual products of writers,
and performers. The intellectual
products protected under this
right include music, books, film,
computer software and the like.
The copyright protection extends
to expressions (in  writing,
through film, etc.) and not ideas,
procedures, methods of
operations or  mathematical
concepts as such. In other words
what is protected are not ideas
but the expression, in concrete
form, of the ideas.

Copyright protection forbids the
reproduction and sale, through
copying and cassette- or CD-
recording, the products of writers
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and performers without the
authorization of the creators. The
Agreement stipulates that, if
intellectual creations are used for
purposes of research, education,
comments, news broadcast, they
can be used without the
authorization of the creators. The
Agreement stipulates that
intellectual property rights that
are protected under copyright
and related rights, unlike those
rights pertaining to goods and
services that require registration
(e.g. Trademarks), shall be
protected with no need for
registration effective the day/year
the work is made. Under the

copyright and related rights
provision, the creator of an
intellectual property shall be

conferred with a lifelong right to
protection of his/her product.
Other than the life of a natural
person, the term of protection
shall be no less than 50 years
from the making of the work for
use by the creator's legal
inheritors.

2. Related Rights: Copyright
related rights pertain to
protection of performers,
producers of phonograms (sound
recordings), and broadcasting
organizations. The owners of
these copyright-related rights are
not required to register in order to
claim or use those rights. The
term of the protection available
under this  Agreement to
performers and producers of
phonograms shall last at least
until the end of a period of 50
years from the end of the
calendar year in which the
fixation was made or the

performance took place. The
term of protection granted to
Broadcasting organizations shall
last for at least 20 years from the
end of the calendar year in which
the broadcast took place.

3. Trademarks: As provided for in
Article 15 of the TRIPS
Agreement, trademark
constitutes any sign, or any
combination of signs, capable of
distinguishing goods or services
of one undertaking from those of
other undertakings. The
agreement further stipulates that
such signs, in particular words
including personal names,
letters, numerals, figurative
elements and combinations of
colours, as well as any
combination of such signs, shall
be eligible for registration as
trademarks.

As  already pointed out,
trademarks are used to
distinguish the goods and
services of one undertaking from
those of other undertakings.
According to the Agreement,
initial registration, and each
renewal of registration, for a
trademark shall be for a term of
no less than seven years, while
the registration shall be renewed
indefinitely. If use is required to
maintain a registration, the
registration may be cancelled
only after an uninterrupted period
of at least three years of non-

*

use.

* The provision attaches a condition:
"unless valid reasons based on the
existence of obstacles to such use
are shown by the trademark owner.
Circumstances arising independently
of the will of the owner of the
trademark, which constitute an
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4. Protection of Geographical
Indications: Trademarks under
this category serve to identify
goods originating from the
territory of one Member, or
region or locality in that territory
from those of other Members.
These trademarks generally
apply to agricultural products and
products of handicraft and food

industries. Such products are
considered to have qualities,
reputations or other

characteristics that are attributed
to their geographical origins. The
reasons cited for the uniqueness
of such products are the natural
environment of the region from
which they originate, such as the
soil and the climate, or the
peculiar mode of production used
in the particular region. For
example, it could be the locality's
climate and nature of soil that
probably gives the 'Sheno butter'
its unique quality [just by way of
an example—Trans.]

Trademarks protected under
Geographical Indications are not
considered private properties of
particular individuals or
enterprises. Rather, they
constitute common properties of
individuals or enterprises
producing the same products in
the same territory of a Member,
or a region or locality in that
territory. In other words, any
person or enterprise can use the
trademarks for the identification

obstacle to the use of the trademark,
such as import restrictions on or
other government requirements for
goods or services protected by the
trademark, shall be recognized as
valid reasons for  non-use."
[Translator's note.]
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of the same product. The various
signs that can be used to identify
products or services [e.g. proper
names, letters, numbers, etc. or
their combinations] have the
same function as trademarks.
Since there is no internationally
agreed upon system of
registration for trademarks, the
issue is still being negotiated.
Regarding trademarks under
Geographical Indications, the
TRIPS  Agreement  requires
Members to protect the rights to
the trademarks, but particularly to
trademarks for wines and liquors.

5. Industrial Designs: These are
artistic  designs  serving as
embellishments or adornments
for a given industrial product in
accordance with the demands or
requirements of the existing
market. Industrial designs have
the capacity to give a given
product supplied to the market a
special aesthetic worth, thereby
enabling the product to compete
and win against similar other
products.

Industrial designs are products of
the imagination that are mostly
put to use in textile, automobile
and electronics industries. The
designs must be registered with
a government agency in order to
be conferred with protection
rights. In order to be eligible for
registration, the designs must be:

> novel, ie. heretofore
unknown to consumers;

» original, ie. must be
significantly different from

designs or

combinations  of

design features.

known
known

The TRIPS Agreement stipulates
that the duration of protection of
rights for industrial designs shall
amount to at least 10 years. The
idea is to enable the creators to
get returns both on the labor and
the expenses they invested in
their creations and, at the same
time, to encourage them to come
up with new creations.

6. Patents: Patents, in the
context of the TRIPS Agreement,
is a certificate of ownership
conferred upon individuals or
groups, or enterprises for a given
invention [in all fields of
technology]. The relevant
provision of the TRIPS
Agreement confers on the
owners of the invention the right
to prevent third parties not having
the owners' consent from using
the products or processes of
invention. Members shall require
an applicant for a patent to
disclose detailed and clear
information on the invention. An
invention that enjoys protection
under the Patents provision
should be capable of
industrial/technical  application.
Patent rights are conferred both
for products and processes. If the
invention is for a product, it must
be capable of production.
Patents for inventions are given:

» To provide legal protection
and encourage the
dissemination of the

among the
public, while at the same
time  encouraging the
creators to go public with
their inventions;

>» To encourage big
industries to invest more

inventions

Ethiopian Economic Association




Economic Focus

——
AN AhGTLhh

money  for research,

thereby facilitating the
undertaking of more
research;

» To create opportunities for
the creation of alternate
technologies.

For an invention under patent to
be eligible for protection:

>» It must be new or novel,
i.e. it should not be part of
previous inventions;

» It must involve an inventive
step (i.e. it should not be
obvious to the man-on-the-
street);

» It must be capable of
industrial application.
Under the TRIPS Agreement, not
all inventions are patentable.

Among such products are:

>» Products that are
hazardous to  human,
animal, and plant life or
health;

>» Diagnostic, therapeutic and
surgical methods for the
treatment of humans or
animals;

» Plants and animals other
than micro-organisms.

The Agreement also stipulates

that, in emergency situations
(e.g. natural disasters,
epidemics, etc.), Members

(governments) can use, or
authorize third parties to use, the
subject matter of the patent
without the authorization of the
right holder through compulsory
licensing. According to the
TRIPS Agreement the term of
protection for a patented subject
matter is at least twenty years
[computed from the filing date].
This means that the subject
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matter of the patent becomes
public property, that is, anybody
can use the subject matter of the
patent without prohibition once
the twenty years expire.

7. Layout-Designs
[Topographies] of Integrated
Circuits: Layout-Designs

constitute one of the intellectual

products conferred with
protection rights. The designs
incorporate integrated circuits.

These designs are used in such
industrial products as watches,
television, laundry  washing
machines and automobiles.

The designs involve a Three-
Dimensional Disposition and they
require the sophisticated
knowledge and expertise of
professionals, as well as huge
investment. The main reason
behind protecting these designs
is to reduce the integrated
circuits dimension (to reduce the
space the product takes and the
materials and the cost needed to
produce it, by reducing its
dimension) in order to support
the process of creation. The term
of protection for lay-out designs
of integrated circuits shall be a
term of no less than 10 years.

8. Undisclosed Information:
Under the TRIPS Agreement
Undisclosed Information is of two
types: Trade Secrets and Test

Data.

» Information under the Trade
Secret category pertains to
product formulae, designs,
documents with the list of
names of a company's
clients and others of a
similar nature. Since such

information  constitutes a
company's trade secrets,
only a handful of the
company's personnel are
authorized to have access to
the contents of the

information.

>» Test Data incorporate
Pharmaceutical and
Agricultural Chemical
Products. The Agreement

confers protection rights on
both types of products if they
utilize new chemical entities.
In order to market such
products, the relevant
company must first secure
the consent of the Member
country's government. The
Agreement stipulates that
the government, for its part,
must commit itself to keeping
the information it gets during
the negotiation  process
confidential.
Now that we have said this much
about the three major
Agreements of the World Trade
Organization, let us now turn to
the WTO's membership
negotiation process.

5. Membership and Membership
Negotiation Phases

The process of accession to the
WTO is complex and demanding,
particularly for poor
such as Ethiopia. Countries that
seek membership in the WTO
are required to accede to laws
and regulations that entall
making various changes in their
economies. The cost/price
member countries pay to secure
accession to the Organizations
could have far reaching
implications to their economic

countries
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and social development. It is
believed that the preparation for
accession and participation in the
negotiation requires huge
financial and human resources.
When we particularly consider
the situation of the less-
developed countries, the required
resources could pose a serious
challenge to them.

Accession to the WTO involves
an entirely different process from
the processes involved in
accessing membership in other
international organizations, for
example, the United Nations, the
World Bank, or the International
Monetary Fund. Membership in
the WTO is a one-sided affair, as
the lore has it. This means that
the burden of demonstrating to
existing members how to meet
the requirements for membership
falls squarely on the applicants.

Article XII of the Marrakesh
Agreement stipulates that "any
state or separate customs
territory possessing full
autonomy" can become a

member of the WTO on terms to
be agreed between the state and
members of the WTO. The terms
of the provision run as follows:

"l. Any state or separate
customs territory possessing full
autonomy in the conduct of its
external commercial relations
and of other matters provided for
in this Agreement and the
Multilateral Trade Agreements
may accede to this Agreement
on terms to be agreed between
such a state or separate customs
territory and the members of the
WTO. Such accession shall
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apply to this Agreement and the
Multilateral Trade Agreements
annexed thereto.

"2. Decisions on accession shall
be taken by the Ministerial
Conference. The  Ministerial
Conference shall approve the
agreement on the terms of
accession by a two-thirds
majority of the Members of the
WTO.

"3. Accession to a Plurilateral
Trade Agreement shall be
governed by the provisions of
that Agreement."”

The determination of the cost a
country pays or the obligations it
enters into to become a member
of the WTO is left to each
Working Party. Because of this
the cost paid and the obligations
entered into vary from one
country to another.

There are four technical phases
that a country must pass through
before becoming a member of
the WTO. These are:

Phase One: Request for
membership and setting up of
Working Party (WP): Any country
that seeks membership in the
WTO sends, on the basis of
Article XII of the Marrakesh
Agreement, a request in writing
to the Director General of the
WTO. The Director General
presents the request for
consideration by the WTO
General Council at its next
meeting. Once the accession
application has been considered
and gains acceptance by all the
members of the General Council,

a Working Party is set up to
consider the application.

Phase Two: Information
Gathering: This phase serves as
a stage whereby the WTO
members are informed about the
applicant's economic status, but
particularly about its foreign trade
regime. It is duirng this phase
that the applicant provides a
Memorandum on its Foreign
Trade Regime (MFTR). The
Memorandum should be
prepared in accordance with the
WTO Secretariat's Guidelines.
The Memorandum is then
examined by the Working Party;
WTO member countries present
questions in writing, to which the
applicant must respond in writing
as well. The process continues
until  the Working Party is
satisfied with the responses it
gets. During this phase, other
relevant documents (such as
ACC Documents, Legislative
Action Plan, etc.) could be
presented for consideration as
situations require.

Phase Three: Negotiations: Once
the required/relevant data have
been gathered, the Working
Party calls a meeting in which it
looks into those aspects of the
applicant's foreign trade regime
that do not accord with the
WTO's Agreements. In this
phase, the applicant is requested
to submit its initial schedule of
offers in goods and services,
after which bilateral negotiations
are held. The duration of the
bilateral negotiations depends on
the number of the applicant's
main trade partners sitting in the
Working Party. At the same time
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that the bilateral negotiations are
carried out, multilateral trade
negotiations are held on general
issues of concern to all
members/partners. Finally, the
applicant and the Working Party
get together to deliberate on the
Terms and Conditions of Entry.
It is during this phase that the
Working Party compiles and
summarizes the contents of
minutes the of all the meetings
held and prepares its draft report.

Phase Four: Protocol  of
Accession: This is the final phase
of the accession process. The
report of the Working Party, the
Protocol of Accession and the
applicant's List of Commitments
are compiled and submitted to
the Ministerial Council or the
General Council for approval.
Although it has been stipulated
that, once the Protocol of
Accession has been approved by
a two-thirds majority the
applicant's request would be
endorsed, this has not been the
case in practice. Following a
favorable decision by the
General Council, the applicant is
invited to sign a protocol of
accession, which it must have
ratified by its parliament. Then
only does the applicant become
a member of the WTO.

6. Ethiopia's Current Status

Ethiopia applied for membership
in the World Trade Center in
January 2003. Before submitting
its application Ethiopia has been
attending meetings of the
Organization with an observer
status for six years. Its
application was submitted to the
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General Council and
unanimously accepted in March
2003, leading to the setting up of
a Working Party. Following this,
national and technical
committees were set up to further
follow up the process within
Ethiopia. The technical
committee was assigned the task
of preparing the Memorandum on
the country's Foreign Trade
Regime, which constitutes the
first substantive phase. The
Memorandum was reviewed at
different levels, after which it was
endorsed and sent to the
Secretariat of the WTO in
December 2006. Ethiopia is
currently in the Questions and
Answers phase in which it
clarifies to the members the
nature of its policies and
institutions.

There is no specific deadline for
the accession process. The time
it takes to get to the final phase
depends, by and large, on how
quickly and efficiently the
applicant does its part of the job.
This does not mean, however,
that negotiating members do not
influence the process one way or
another. Experience has shown
that it takes a very long period for
some (China 15 years) while it
takes a very short period for
others. In the case of Ethiopia
the process is estimated to take
5 vyears, from the date the
Memorandum was submitted to
the Secretariat of the WTO, that
is, until December 2006. The
process, it is estimated, will be
finalized by the end of 2011.
Ethiopia was asked to respond
some 220 questions by the

United States of America and
Canada towards the end of
February 2007. The responses to

the questions have been
approved by the National
Committee and they are

expected to be submitted to the
WTO Secretariat soon.

In the last few years questions
have been raised regarding the
Memorandum and other related
documents to which responses
have been prepared. Pilot
studies if this is what is intended
by the Amharic have been
undertaken in the area of the
three pillars of the WTO; namely,
goods, services and intellectual
property rights. The draft of the
studies has been reviewed at a
workshop in which the relevant
bodies participated. Legal
surveys have also been
conducted to make sure that the
country's trade regimes are in
accord with the WTO
Agreements. Training programs
on trade negotiations have been
conducted for members of the
WTO Technical Committee and
other professionals. The
experiences of countries that
recently joined the WTO have
been presented at a meeting in
which stakeholders participated.
Capacity building and awareness
raising activiies have been
undertaken (mostly at the
Federal level, but also in some
regions) regarding the basics of
the WTO and its
Agreements.

various

7. Benefits and Challenges of
Membership

7. 1 Benefits
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Various studies explain that
membership in the WTO has
multifaceted benefits, beginning
with  additional income for
individuals and extending to
preventing armed  conflicts.
Because the WTO operates on
the basis of legal regimes these
regimes help to ease and
facilitate the trade exchange
among members. The basic
principles  of the  system
encourage ease and efficiency in
market access to major markets
and protect governments from
undue pressures exerted by
interest lobby groups. Since
various transparency criteria
have been put in place, the
system encourages good
governance, and in the event that
disputes arise for various
reasons, there is a dispute
settlement mechanism  which
helps promote peace between
members.

The proponents of this line of
thinking advise that conducting
trade in a systematic and free
manner reduces the costs of
transactions, encourages
competition, thereby leading to
various alternatives for the
beneficiaries to choose from.
Such a process helps access to
quality products and services at
competitive prices. When, in this
manner, trade expands, job
opportunities will grow to the
same extent, economic growth
will speed up and, ultimately, all
this will be reflected through the
collective income of societies.
Looked at from the vantage point
of these general issues, and
taking Ethiopia's present
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conditions, the benefits that the
country can gain can be itemized
as follows:

1. Building a strong institutional
capacity

Accession to WTO membership
demands from the very outset
meeting the criteria the regime
requires. These criteria in the

main pertain to institutional
capacity building. This
institutional  capacity  building

process requires the creation of
trained and skilled manpower
(trade lawyers, economists,
skiled  negotiators); strong
institutions (WTO representative
offices, national  standards,
customs); and infrastructure
development  (roads, ports,
telecommunications, etc.). The
various forms of support that the
Organization, in collaboration
with other development partners,
provides, particularly for the less
developed countries such as our
own, will create opportunities to

build a strong institutional
capacity that will help these
countries  benefit from the

international trade regime.
2. Reliable market access

The international trade regime
requires Member countries to
enter into a Tariff Binding
Commitment and to provide
information on the various trade
laws and procedures, a process
that helps member countries get
a reliable market access to big
international markets for the
products and they
export. The market access
opportunities presently open to

services

Ethiopia in the world market are
available to us entirely on the
good will of the countries with
trade relations with us; since the
countries are not obligated by
any legal they could
easily deny the country access
to their markets.

regime,

3. Attracting of foreign
investment
The Agreements and basic

principles of the Organization are
not of such nature as to invite or
allow arbitrary change. Because
this state of affairs enables the
development of a stable
economic policy, it creates an
opportunity both for local and
foreign investors to invest in the
country. This can be considered
as a sure guarantee particularly
for the flow of foreign investment
into the country.

4. Benefit from the dispute
settlement mechanism

One of the systems that the
World Trade Center set up is the
dispute settlement mechanism
for the resolution of trade-related
conflicts. Because such conflicts
can be resolved in a transparent
and systematic manner, it helps
develop sustainable trade
relations among Members.

5. Broader alternatives/choices
for beneficiaries

Because the international trade
regime encourages competition

among Members, it provides
better opportunities for
consumers to benefit from

quality products and services at
competitive prices.
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6. Elimination of
marginalization.

Membership in the World Trade
Center and participation in the
international trade regime is
considered helpful in preventing
the risk of marginalization by
other international financial
institutions or the developed
countries.

7.2 Challenges
The major challenges are:

1. The possibility, in the case
particularly of the least
developed countries, of
incurring huge expenditure in
their efforts to make their
trade policies and
regulations accord with the

Organization's various
Agreements;
2. The chances for local

industries being exposed to
lopsided foreign competition
as a result of the tariff
reduction the country is
required to commit itself to
during the many negotiations
that follow after membership,
as well as the same kind of
exposure to unfair
competition local investors
would face as a result of
opening up the
sector to foreign service
providers;

service

3. The fact that the tariff
imposed on imported goods
should be reduced through
various negotiations even
after the country has been
accepted into WTO
membership could

Vol.10 No. 4

PO T8 APTET AS AT (TR S

negatively affect the
government's general
revenue; the fact that tariff
constitutes the bigger share
of the revenue governments
in less developed countries

generate through taxation
severely affects the
governments' revenue

generating capacity, etc.

The parallel existence of the
potential benefits to be gained
through membership in the World
Trade Organization and the
challenges posed thereby make
the process of accession to
membership controversial. It may
be possible to argue on whether
or not to opt for membership as
two alternatives, as the option
not to be considered in its own
right. However, as things
concretely stand in today's world
(and in which we already find
ourselves), there is not better
alternative than facing the
inevitable and joining the rest of
the world and becoming part of
the international trade regime,
and making a sustained effort to
work towards being able to
develop a competitive market.
The choice to compete, however,

must be based on a well
considered study  whereby
national negotiation positions

should be adopted in the different
sectors to ensure the protection
of the country's interests and
benefits. For such inputs to
produce the desired outcome, a
lot is expected from professionals
and groups of professionals in

the country's research
institutions. In order to benefit
from the international trade

regime, government consultants
and the country's intellectuals
must also work hand in hand.

7. Conclusion

The General Agreement on
Tariffs and Trade (GATT), which
was signed in 1947 by 23
members following a movement
in 1940 to establish a world trade
institution, served for 50 years in
coordinating the world trade
negotiations, until it passed on its
mandate to the present World
Trade  Organization (WTO),
which was founded in 1995.
While about 8 trade negotiations
were carried out under GATT, a
lot of the activities were
undertaken during the Uruguay
Round that lasted from 1986 to
1994,

The present trade negotiation
round, which constitutes the 9th
Round, is known as the Doha
Development Agenda (DDA). It
coordinates the current trade
negotiations. The Doha
Development Agenda's main
area of focus is development,
and the issues of the Agenda it
has set are still being negotiated.

While Ethiopia started
participating in the WTO as an
observer in 1997, it applied for
membership at the beginning of
2003. It is expected of the
country to undertake numerous
trade-related activities and pass
through various phases before
accessing membership in the
Organization. So far, the
Memorandum, which constitutes
the activity of the first substantial
phase, has been submitted to the
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Secretariat of the WTO.
Responses to the first phase
questions raised by the United
States and Canada have been
prepared, while pilot studies have
been conducted in the various
sectors.

It is clear that to emerge
successfully in the accession

negotiations numerous issues
must be taken care of.
Everybody is duty bound to

contribute their share towards
this important national goal.

PO T8 APTET AS AT (TR S

The main task awaiting us in this
regard is the creation of a
national institution capable of
protecting our national interest
and equipping ourselves with the
capacity to conduct  the
negotiations.

This is  where Ethiopian
intellectuals come into the
picture.
9. Vision

My vision for Ethiopia 20 years
from now, that is the year 2020
Ethiopian calendar, is to see a
land in which democracy, peace
and equality have flourished and
where industrialization  and
investment have expanded. |
would like to see a land capable
of competing in the world market
and sitting on a par with the
middle-income countries of the
world.
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% Oxfam, a matter of political
will: how the European Union
can maintain market access

for African Caribbean and

pacific countries in the
absence of economic
partnership agreements,

briefing note April 2007
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To all members of the Ethiopian Economic Association (EEA)

The Association uses electronic media to communicate with its members. However, communication

gap has been observed between the Association and some of its members. This may be due to the fact

that some members may not inform the secretariat of the Association when they change their email

addresses and some times the secretariat may misspell email addresses of the members.

This is therefore, to request you if you do not have any communication with the secretariat of the

Association at least in the past three months, please send your full name with your valid email

address at eea@ethionet.et. Moreover, if you notice any of you,r collogues, classmates or friends have

not communication with the secretariat, it is our pleasure to receive from you their full name and

email addresses.

We thank you for your cooperation,

Sincerely,

EEA Secretariat
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ECONOMIC PARTNERSHIP AGREEMENT (EPAs);

THE CASE OF ETHIOPIA

Amin Abdella

I. Introduction

It has now been quite a while
since the world became global
village as a result of the amazing
development of the world's
transport and communications
technologies. In such a situation
where countries are creating
partnerships all over the world,
the idea of isolation and closed-
become

door policy has

impossible and the inevitable
way to go is to join the rest of the
world's

community  through

economic integration.

Currently, our country is in the
process of going through three
different trade  negotiations.
the World Trade

Organization, the

These are:
Common
Market for Eastern and Southern
Africa Free Trade Area and the
Economic Partnership
Agreement. Of these three, the
major one is the EPA, with its
objective of creating a free trade
(FTA)
European Union and the ACP

area between the

countries.

For the past three decades there

were different bilateral
Agreements guiding the trade
relationships between the
European Union (EU) on the one
hand, and the African, Caribbean
and Pacific countries (ACP) on
the other. The major aim of the
Agreements was to provide a
better opportunity for the ACP
countries to have access to the
markets of the EU. The
Agreements were

Agreement (1975-2000) and the

the Lomé

Cotonou  Agreement  (2000-
January 2008).

According to the Lomé
Agreement the African,

Caribbean and Pacific countries
are granted non-reciprocal trade
preferences on the basis of
which they their products will
have access to EU markets.
While the industrial products of
the ACP countries are imported
into EU markets free of customs
duties and quota limitations,
agricultural products are allowed
in accordance with the

agricultural policy of the EU.

The aim of this brief paper is to
explore  and present  for
the status of the
negotiations EPA
between the EU and the ACP

countries, aimed at creating a

discussion

under the

free trade area, and the
prospects for Ethiopia in signing

the Agreement.

Il. Historical Overview of the
EPA and
Compatibility with the WTO

Issues of

2.1 Historical overview

The economic relation between
the African, Caribbean and
Pacific countries, on the one
hand, and the European Union
in 1957 in

accordance with the

was established
Rome
Convention. The relationship
started with the aim of aiding the
social

ACP

idea was to

economic and

development of the
countries. The
enable the ACP countries to
enter into trade relations with the
EU countries on a non-reciprocal
and special and differential
treatment basis, with the view to
helping them achieve economic

growth.

Ato Amin Abdella has obtained his first degree in Economics from Addis Ababa University in 1995 and his second
degree in Economic Analysis from the same university in 2001. Ato Amin Abdella has served the Ministry of
Finance and Economic Development and National Bank of Ethiopia from 1995 to 2007 and since then he has been
working in the research wing of the Ethiopian Economic Association called Ethiopian Economic Policy Research
Institute as a researcher in the Trade and Industry division.
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Accordingly, as existing
documents indicate, 96.5% of the
export products entering
European markets from the ACP
countries are free from customs
duties and quota barriers. But the
1996 European Green Document
has indicated that the 6.7% share
the ACP countries had in the
European markets in 1976 had
plummeted to 2.8% by 1994,
finally concluding that the Lomé
trade agreement, considered in
terms, had

general proved

frustrating.’

The World Bank Report has
indicated that,

trade areas (FTAs) agreement

unless the free

between the developed and the
developing countries is of a

reciprocal nature, developing
countries will end up with the
short end of the stick. The report
submits as proof of this the non-
reciprocal preferential treatment
accorded to the ACP countries,
as embodied in the Lomé
Agreement, has not proved

effective to date.*®

The idea of the

Partnership

Economic
Agreement  was
conceived when it was realized

that the trade agreement, which

! World Bank, Global Economic
Prospects, 2004, p. 215.

2 Hirsch, The Logic of North-South
Economic Integration: Inegration
theories and legal mechanisms
across the north-south divide, 32(1)
legal issues of economic integration
(2005).
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was signed between the
European Union and the ACP
latter

countries, giving the

preferential treatment and a

better access would
2007,

imperative to sign

market
expire by December
making it
another agreement that would be

compatable with the WTO rules.

The WTO provision that allows
for unilateral trade preference is
known as the "Enabling" article.
The provision stipulates that
according differential trade
opportunity to the countries in
guestion would be possible only
by separately taking their
particular levels of development
into consideration. This means
that a country that wants to give
the opportunity should either do
so to all developing countries or
all least
(LDCs),

between countries and regions.

developed countries

not by discriminating

However, the Lomé Agreement
gives preferential treatment to
the only ACP countries. It is this
preferential treatment provision
that made the Lomé Agreement
the WTO

Enabling provision and made the

incompatible  with

proposed change necessary.

There is another point that made
the need for change imperative.
First, other developing countries
that were denied the same
preferential treatment that the EU
accorded to the ACP countries

put into doubt the legality of the

unilateral trade preference as
seen against the WTO trade
regime; secondly, this issue of
illegality led to a request by the
parties concerned for waiver on
the expiry date of the unilateral
trade preference provision, which
necessitated the extension of the
period only until December 31,

2007.

As the date for the voidance of
the waiver became imminent, the
trade relation between the EU
ACP

countries had but two obvious

community and the

must be
compatible with the WTO trade

alternatives if it

regime. The first alternative is for
the EU to make the unilateral
trade preference accord with the
WTO Enabling provision, and
provide the same opportunity
either for all developing countries
Least

or for all Developed

Countries. But opting for this
alternative will undermine the
opportunity given to the ACP
countries and expose their export
market to danger. The second
alternative is the creation of free
trade areas (FTAs) between the
European Union community and
the ACP countries. It is this
alternative that the EU opted for
and decided to go ahead with the
signing of the Economic

Partnership Agreement.
2.2. Compatibility of Economic

Partnership Agreement with
WTO's trade regime.
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The European Union and 55 of
the 77 ACP

members of the World Trade

countries are
Organization. For this reason
every trade agreement signed by
the  Organization's  member
countries should be compatible
with the Organizations trade

regime.

According to this trade regime of
the WTO, while the principle of

unilateral trade preference
violates the WTO's MFN
treatment provision, which

stipulates that there shouldn't be
differentiation and discrimination
between countries, the non-
reciprocity principle violates the
special rights accorded under the
WTO's Trade

Agreement.

Free Areas

Because it has been impossible
to proceed in violation of these
provisions of the WTO, it has
become necessary to make the
trade

agreement  negotiated

between the European Union

and the ACP countries
compatible with the WTO
agreements.

The process of making the
Economic Partnership

Agreements compatible with the
WTO

former

trade agreements, the

must meet the
requirements of Article 24 of the
GATT. Since, however, the said
provision has not been
formalized it is still being

Vol.10 No. 4

PO T8 APTET AS AT (TR S

reviewed under the current Doha
While the

provision allows for preferential

Round negotiation.

regional agreement among the
developing countries, the revision
was found necessary in order to
expand the scope of the
provision so as incorporate terms
for the creation of free trade
areas among the developing
countries. Moreover the provision
allows for the provision of special
support to the developing
countries. The fact that
unconcluded trade negotiations
under the WTO agreements have
been

delayed beyond the

expectations of  prospective
members has its own negative
impact on the progress and

timely conclusion of the EPAs.

The December 31, 2007 deadline
set down by the Cotonou
Agreement had in mind the
possibility that the WTO provision
pertaining to the creation of free
trade areas would be revised by
the Doha Round & negotiations
prior to the conclusion of the

EPAs, this didn’t happen.

Although the European Union
and the ACP countries have
agreed on the need for revising
the provision, because the Doha
Round Negotiations have not
ACP

to be

been concluded, the

countries are forced
governed by the existing terms of

the EPAs.

Making compatible the trade
relation of the two group (EU &

ACP) with WTO rules hated on

reciprocity favoring ACP
countries is a gradual process.
This means: first, the ACP

countries will be allowed a long

transitional  period; secondly,
both sides are expected to
remove tariff-related barriers and
similar other laws that may prove

obstacles to trade.

The Economic Partnership

Agreement is essentially a
transitional agreement leading to
the creation of free trade areas.
Consequently the creation of the
FTA must have an overall plan
and an acceptable and
sustainable time frame within

which it can be realized.

According to Article 24 of the
GATT, such a time frame should
not exceed 10 years. If the time
extends

frame beyond the

specified period it will gain
acceptance on the basis only of
an explanation as to the special
nature of the situation in which

the plan is to be implemented.

It is the view of the ACP
countries that the determination
of the length of the transitional
take into

period must

consideration the commercial
and financial situation of the
developing countries. Whatever
the case, there is a general

consensus that the length of the

Ethiopian Economic Association
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transitional periods should not be
less than 18 years.

Another criterion is that when the
time comes for the free trade
areas agreement, regulations
and procedures that may pose
barriers to tariff and tariff-related
transactions must be removed
from substantially all the trade.
According to EU position on this
matter, while the 90% of the
trade transaction between the
two parties must be free, the ratio
of this arrangement could be
different for both. This means
that if the EU opens 100%, the
ACP countries are expected to
concede only 80% because the
average comes to 90%. This will
in turn bring the Economic
Partnership Agreement in accord
with the World Trade

organization trade regime.

3. Negotiation Process and
Stakeholder Participation
Because the ACP countries have

realized that they cannot

individually enter into
negotiations with the European
community, they are, in order to
protect their interests, in the
process of organizing themselves
into various groups (or trade
areas) and working towards
adopting mutual positions in
order to conduct the negotiations
in a collective manner. Towards
this end these ACP countries
have categorized themselves into

six regional groups.
Vol.10 No. 4
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Of the six regional groupings
Ethiopia is grouped into the
Eastern and Southern African
(ESA)"* negotiation group, which
comprises 16 member countries,

and is in the negotiation process.

According to the negotiations
protocol, each country is required
to set up a National Development
and Trade Forum
(NDTPF) prior to the start of the

negotiation

Policy
process. Such a
forum will comprise committee
members representing the
government, the private sector
and civil society. Ethiopia has
officially set up its own National

Forum as of July 22, 2004."

The main task of this National
Forum is preparing a document
explaining each country's
position regarding the EPA. This
position paper is based on the
finding of the National Study on
the Impact and Sustainability of
the EPA for

Ethiopia has already completed.

Ethiopia, which

Once this has been
accomplished, the next step is for
the NDTPF groups of the
respective countries to present

their respective country's position

% In this ESA group are: Burundi,
Comoros, the Democratic Republic

of Congo, Djibouti, Eritrea,
Ethiopia, Kenya, = Madagascar,
Malawi,  Mauritius,  Syscelles,

Sudan, Zambia, Zimbabwe.

* MOTI, 2007. The National Study
on the Impact and Sustainability of
EPA for Ethiopia (Draft final).

to the ESA's forum and conduct
the negotiation process at the
After the

negotiation

regional level.

document of the
among the ESA countries has
been developed and refined it will
ESA's

position paper and be submitted

serve  as collective
to the European Union as a
starting point for the negotiation
with the EU. It is with this
document in hand that the ESA
ambassadors at Brussels and the
ministers of commerce of the
respective countries begin to
conduct their negotiations with
EU.

The negotiations go through
three phases: namely, identifying
priority issues; negotiating on the
identified priority issues; and
agreeing on, or finalizing, the
the first

negotiations. During

phase, that is the phase of
identification of priority issues,
the EU community and the ACP
countries

have identified six

major issues, namely: market

access; agriculture; fish
industries; economic
cooperation; trade in services;
and trade-related issues. While
negotiations have been
conducted on these issues for
the last four years, no final
agreement has been reached

yet.

3.1 Awareness, participation
and readiness among the
private sector/civil society
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Since the private sector of the
ACP countries finds itself in the
forefront in terms of being
affected by the positive outcomes
or negative impacts of the
negotiations, it is imperative that
it follow the proceedings of the
negotiations and the agreements

reached with keen interest.

Although the private sector is
represented in the document
preparation committee as a
member, the extent and
significance of its participation, or
its impact [on the negotiation

process] is not clear.

Experiences of other countries
show that the participation of the
private sector is highly
significant. When it comes to
African countries, however, the
scenario is different: that is, while
there are private sector groups
who urge their respective
governments to sign the
agreements quickly, as they
believe they would benefit from
the agreements, while, on the
other hand, there are groups who
believe they would end up losers
and, therefore, lobby against the

signing of the agreements.

Let us take Kenya as an
example: anxious that the delay
in signing the EPAs would result
their

in the cessation of

enterprise, or fearing the
increase in tariff that they would
run into in the EU markets,

Vol.10 No. 4
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Kenya's flower exporters are
seen running about urging their
government to quickly sign the
EPAs. Conversely, because 65%
of the manufacturing enterprises
find themselves losers, the are
voicing their protests against the
signing of the agreements.’
Similarly, because other small-
scale and unorganized producers
and poor sectors of society are
voiceless, civil society
organizations are seen protesting

on their behalf.

When it comes to Ethiopia, we do
not see any such movement.
This may be either because of
the assumption that Ethiopia is
not obligated to sign the
agreements, or it may be
because of lack of awareness
about the impacts of agreements.
Whatever the reason, there has
been no any such movement as
seen in other countries, whether
on the part of the private sector

or civil society organizations

Because such agreements, by
and large is trade agreements,
the business community must
look forward to its own
participation and preparation
before the agreements are

signed and go into effect. Such

° OXFAM. A matter of political
will: How the European Union can
maintain market access for African,
Caribbean and Pacific countries in
the absence of economic partnership
agreements, briefing note, April
2007.

participation goes beyond just
being represented by name; it
requires a submission of a report,
supported by concrete data, on
the benefits and disadvantages
the agreements would bring to,
or against, the private sector, or
else the sector's representation
in the committee will not bring the

desired result.

Civil society organizations, too,
must engage in movements on
behalf of

sectors of the society. Since they

the disadvantaged

are voiceless and unaware of the

consequences of the agreement.

When it

brewing on the European side,

comes to what is
what we see is that, because
they are in too much of a hurry to
see their interests materialize,
they are putting pressure on the
ACP
agreements with no need for the
their

countries to sign the
decision  of peoples'
representatives. As a
demonstration of this fact one
can refer to EU Commissioner
Mandelson's address of March
2007 to the joint Ministerial Trade
This

making without the

Committee.™ idea  of
decision
involvement of peoples'
representatives contravenes the
Union's

European policy of

upholding democracy and

® Commissioner Mandelson, Joint
Ministerial Trade Committee, March
2007.
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making governments' decision

making process demaocratic.

4. The Risks and Advantages
of Signing the Economic
Partnership Agreement

The expiration date for the non-
reciprocal agreement is getting
closer. Is the Economic
Partnership Agreement to be
signed or not? What would the
fate of the ACP countries whose
economies have not been
improved by the non-reciprocal
agreement be if they were to sign
the free trade agreement? What
advantages and disadvantages
would follow if it were to be
signed? What damages would be
incurred and what opportunities
missed if the ACP countries were
to opt for not signing it? Such
guestions have been raised and
different

opinions are being

entertained.

4.1 As it is well known, in the
1980s the World Bank and the
Fund
(IMF) had proposed to African

International  Monetary
countries a Structural Adjustment
Program (SAP), the majority of
which had started to implement
it Among the measures
proposed by the Program, the
major one was liberalizing trade
these

barriers. However,

adjustment programs, fall far
from bringing about improvement
in the overall economy of the
rather led

African countries,
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those countries that implemented
the program to further poverty.

Data from the United Nations
indicated that the level of the
economic and social
development of those African
countries that implemented the
SAP showed a decline from that
it had prior to the Program.™ It is
to be recalled that, as a result of
the aggravation of poverty in

which
SAP, the

Program was abandoned, in

those countries

implemented the
which

place of the poverty

reduction  strategic  program
(PRSPs) currently underway was
adopted.  Ethiopia, too, is
engaged in the same process.
While this was only a recent
phenomena and still fresh in our
memory, why are the countries in
question all in a rush to fully

liberalize their economies?

While it

Economic

appears that the

Partnership
Agreement was proposed with
integrating the ACP countries
into the world economy, bringing
about sustainable development,
and poverty reduction as its core
aims, a close look at the contents
of the Agreement does not
indicate the possibility of realizing

the professed aims.

" Economic and Social Council,

Realization of economic, social
[and?] cultural rights: 2nd progress
report, 18 July 1991
E/CN.4/sub2/1991/17

In addition to this, the EU is
putting pressure on the ACP
countries to enter into
negotiations matters related to
trade in goods and services.
Such pressure has implications
for the economic and social
ACP

countries. The exerting of such

development of the

pressure on the ACP countries
demonstrates that the European
countries are out to prove that
they can push around and
manipulate, at will, the policies
that the ACP countries have
designed to speed up their
development, while at the same
time making efforts to create new
opportunities  for European

exporters of goods and services.

It is clear that the emergence at
this point of the EPA opportunity,
other than changing the non-
reciprocal trade relationship the
ACP countries have with the
European community to one

based on reciprocity, cannot
create new market opportunities
for the said countries. This is so
95% of the

products of the ACP countries

because about

had marketing opportunities to
begin with. The problem lay not
with access to the European
markets but with producing and
those

actually marketing

products.

Most scholars state that, as long
as the capacity of the ACP

countries is strengthened to the
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maximum possible, the newly
proposed free trade agreement
between the ACP countries and
the European community cannot,
in the present circumstances,
bring about development for the
ACP countries. The capacity we
are speaking of here includes not
only the capacity to plan and
implement Economic Partnership
Agreement but also the capacity

to produce and trade.

It is assumed that EPAs help
expand market access and
speed up development, while at
the same time attracting direct
foreign investment. But all these
otherwise positive aspects of the
EPAs are

different conditions that must be

constrained by

met to start with.

In order to see merits and
demerits of the agreement, a
number of studies have been
conducted. However, because of

the following weaknesses in the

methods of those studies
undertaken on EPAs, lack of
data, and the problems

enumerated below, it is difficult to

take the findings of the studies as

reliable:

1. The studies have focused
only on trade;

2. The studies have focused
only on the impacts of the
decrease in government
revenue;

3. The issues have not been

given in-depth consideration
Vol.10 No. 4
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from the perspectives of
competitiveness, creation of
job opportunities, and

economic growth;

4. The studies adopted
qualitative rather than
quantitative ~ method of
analysis.

These constitute the major

weaknesses of the studies.

The major
studies are:

findings of these
1. Economic Partnership
Agreements increase the flow
of transaction;

Partnership
Agreements facilitate trade
creation among the signatory
countries rather than trade
diversion from one signatory
country to another/others
collective agricultural
policy of the EU has
proposed to reduce the price
of the agricultural products of
the APC countries by 50-
70%, which will aggravate the
poverty of these countries'
farmers; the impact of this is
to reduce the farmers to
suppliers of raw materials for
European industries;
Partnership
Agreements will reduce the
government revenue of ACP

countries. According to the

estimate of the United
Nations Economic
Commission for Africa

(UNECA), the EPAs that are

going to be implemented in
all the Sub-Saharan African
Countries will cost those
countries an annual loss of
1.52 billion Euros in tariffs.
This reduction in income from
tariffs will negatively affect
the capacity of African
governments to provide their
citizens with the basic social
that

thereby hampering the efforts

services they need,

they make to extricate
themselves from poverty; and
5. The EPAs will benefit the
consumers of the ACP
countries, while they harm

industrial producers.

The study undertaken in Ethiopia
shares the methodological
weaknesses and the findings
enumerated above, indicating
that it is difficult to accept the
conclusions of the studies
pointed out above. To cite but
one example: the fact that the
study points out that, because
industrial

their

Ethiopia's producers

import investment
machinery duty free, they would
be beneficiaries of the EPA,
shows that the study has not
looked into the dynamic impact of
the Agreement's harmfulness in
depth.

4.2 Controversies between the

Two Negotiating Parties

Even 4 years after the start of the

negotiations, intense
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disagreements between the two
parties [i.e. the EU and the ACP
countries] are observed. This will
create tension and despair
between the negotiating groups.
The main points of disagreement

relate to the following issues:

e Although

been

agreement has

reached on the

importance of development,

there still is some

controversy as to how
development is to be
achieved,;

e The

decrease in

guestion  of the

government
revenue in connection with
the removal of tariff barriers;

e The length or duration of
transition periods;

e The size of the aid to enable
the ACP countries to adjust
their economic structures

and to improve their
competitiveness

e The list of sensitive products;

and
e Problem of linking trade
liberalization with

development goals and rules
of origin of

products/services.

4.3 Conditions affecting
Ethiopia and other countries to
sign or not to sign the
agreements

The SAP that the World Bank
had developed for the developing
countries has been very much a

subject of numerous criticisms as

Vol.10 No. 4
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looking human face. However,
the Program was implemented,
in defiance of all the criticism,
resulting in deep crisis for the
countries supposed to benefit
from it. Similarly, in spite of the
contention, by several studies
supported by concrete data, that
the EPAs would hurt the poor
countries, the EU has continued
to give deaf ears to the warning.
This appears, just as in the case
of the SAP, to be a strategy of
wait-and-see until the damages
the EPAs would come into full
view, too late. While the obvious
wisdom of taking precaution
before any damage has bee
caused is the better alternative, it
just doesn't make any sense to
wait until damages have actually

surfaced.

As it has been made evident in
the  Global
Report  of

Competitiveness
2005/06,
ranks 116" among 117 countries
by the
competitiveness indicator.

Ethiopia

economic
This

clearly shows how low the

general

country's level of
competitiveness is.'®
Consequently, no matter how
much financial support the

country is provided with, there is
no reason to assume that her
signing of the Economic

Partnership Agreements would

& World Economic Forum, The
Global Competitiveness Report
2005-2006. (World Bank)

enable her to build up its capacity
in a short period of time and be
able to compete with Europe on
an equal and reciprocal basis.
The reason for this is that, it
takes a long time for the majority
of the countries concerned to
improve upon education,
infrastructure development and
technological readiness, the very
factors or indicators that go into
computing their competitiveness

capacity.

Given, therefore, the present low
competitiveness and the findings
of various other studies, the
country's current level of low
industrial  development  and
productivity, it simply goes
without saying that Ethiopia's
signing of the EPAs would only
than

cause her more harm

otherwise. Again, given the
shorter time span for the country
to make it through the transition
period, it is difficult to assume or
expect that the country would be
able to adjust its economic
structure and be able to attain
the same level of
competitiveness as the other
developing countries, let alone
compete on an equal basis with
Europe. Given all this, it
behooves one to advise against
Ethiopia's  signing of  the

Agreement.

With this scenario in mind, there
was a joint meeting between the

European Union and the Trade
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Ministers of the ESA countries in
November 2007 at Brussels. At
this joint meeting, the European
Union had

development demands of the

agreed to the

ACP countries, and proposed an
alternative light EPA to be signed
in accordance with the deadline
set. This light EPA incorporates
only market access and
development cooperation, it has
been

agreed to complete

negotiations on the other

remaining issues in 2008.

During the joint meeting, While
those Least Developed countries
(LDCs) not interested in signing
this light Economic Partnership
Agreement can continue using
the Everything But Arms (EBA)
alternative, it has been pointed
out that the Non-Least
Developed  Countries
LDCs), can opt for the Standard
Generalize System of Preference
(GSP) alternative.
whether for LDCs or Non-LDCs,

the alternatives provided for in

(non-

However,

this scheme are less than those
provided for in the Lomé/Cotonou
Convention/Agreement. And this
goes contrary to the provision in
the Contonou Agreement, which
stipulates that market access
ACP countries get shall not be
less than what they used to get
previously on this critical
occasion, nothing has been said

on the meeting about those key

Vol.10 No. 4
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unresolved issues raised during

the previous negotiations.

At the meeting while Ethiopia has
made it clear that it will not, at
this particular juncture, sign the
proposed on the deadline light
EPA, seven countries, including
the five EAC member countries,
have agreed to do so.

5. Alternatives to the
Economic Partnership
Agreement

if the
Partnership

There

current

is anxiety that,

Economic
Agreement is not concluded by
the deadline set for it, the trade
disruption could happen. The

alternatives suggested include:-

1°' alternative: extending the
Lomé/Cotonou
Convention/Agreement

The extension of the
Lomé/Cotonou
Convention/Agreement is quite a
testing challenge for Europe.
Because, it should have been
recognized that the Agreement
could not possibly be concluded
by the deadline and, accordingly,
request for waiver should have
been filed. But this was not done
on time. Because this alternative
is not acceptable to other WTO
member countries, even asking
for a waiver now with the current
position of the member countries,
it would be difficult for the waiver
to be granted. The very process
of getting a waiver is itself

complex and time consuming. To

cite but one example, the waiver
requested in 2001 for the AGOA

has got no response until now.

2nd alternative: Generalized
System of Preference (GSP)
tariff

This tariff has
namely: EBA,
Standard GSP.

three levels,

GSP+, and

i) EBA (Everything But Arms)

As another alternative is to allow

Least Developed Countries
(LDCs) to continue using the
EBA. Because the opportunities

this alternative provides are less

than those provided by the
Lomé/Contonou
Convention/Agreement, the

countries in question will not
embrace it, because the rules of
origin protocol and the
percentage ratio if offers is not as
suitable to the ACP countries as
those provided by the
Lomé/Contonou

Convention/Agreement.

ii) GSP+ (Generalized System
of Preference Plus)

This opportunity is offered to
those developing and
economically vulnerable
countries that have signed the
reader

international protection,

workers' rights and  other
agreements. However, because
the list of the countries that
benefit from the GSP+ alternative
is full, it is only after one year that

one would be able to find out the
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novelty of the
by  this

opportunity
provided clause.
Regarding the criteria to be met
in order to use this alternative, it
appears that all ACP countries
are eligible. All that is needed

here is the EU's political will.

iii)  Standard GSP  (the
Standard Generalized System
of Preference]

Under this alternative, the rate of
the tariff imposed on products
is 20%
higher than that provided by

imported into Europe
other alternatives. The support
provided in this case is in accord
with the WTO trade

However, when compared to the

regime.

support those countries that
benefit from the Lomé/Cotonou in
advance of the ACP Non-LDCs
or, for that matter, the_support
other Latin American countries
get through the GSP+ alternative
to import export their products to

Europe, the ACP countries stand

at a relative disadvantage
position.

3rd alternative: sighing
Light/Phased EPA

a) Light EPAs

This alternative enables

negotiating countries to postpone
other issues to other rounds of
negotiation once agreement has
been reached on some major
issues, such as market access

and development cooperation.

Vol.10 No. 4

PO T8 APTET AS AT (TR S

b) Phased EPAs

This alternative allows for signing
agreements on issues that have
already been resolved, while at
the same time keeps the
negotiation open to deliberate on

other remaining issues.

6. The Economic Partnership
Agreement and Common
Market  for

Southern Africa (COMESA)'s

Eastern and

Countries join the Free Trade
Area membership for various
reasons. Among these reasons
are: to enhance trade and thus to
achieve  higher levels  of
growth; to

foreign direct investment; border

economic attract
control; transit; control of labor

movement;  fulfilling  political
objectives; due to the increasing

cost of non-participation.*’

While there are various studies
on Free Trade Areas (FTAS),
they nevertheless do not clearly
indicate the benefits gained or

the losses incurred by member

countries. Because of the
lowering or removal of trade
barriers, consumers enjoy

advantages, while the importing
country loses tariff revenue. But it

is not clear whether the direct

% Augustin  Carstens, "Making
Regional ~ Economic  Integration
Work." 20*"  Annual General

Meeting and Conference of the
Pakistan Society of Development
Economists. January 12, 2005,
Islamabad, Pakistan.

gain for consumers is larger or
smaller than the tariff revenue
loss by the importing country, [in
particular if the government has
to increase taxes to make up for
the loss in revenue]. The World
Bank's simulation study of the
effects of South-South free trade
area has found that member
countries got no overwhelming
gains from such arrangements.
The reason for this is the
opportunity for the members for
intra-trade relationship is narrow,
while their production structure
and natural resources are of

smaller scope.

The Common Market for Eastern
and Southern Africa (COMESA),
which falls under the South-
South region was established in
1981 and has
countries, 13 of which are the
Trade (FTA)
members. It is expected that all
the countries of COMESA will

become members of the FTA.

19 member

Free Area

Ethiopia has conducted a study
to look into the implications of
being a member in the FTA. The
results of the study already
indicates that, let alone in a free
trade arrangement, even with the
existing tariff protection in place,
more than half of the country's
manufacturing industries cannot

stand up to the competition.*®

1% Afro Consult and Trading (2002):
A Study on COMESA-FTA.
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One of the objectives of the
EPAs is

economic regions as COMESA.

to strengthen such

In deed it is with such economic
regions that the European Union
wants to sign the EPAs.
COMESA member

countries are in the process of

However,

negotiating with the EU, not as
one group under COMESA but
as organized under ESA, which
has no legal entity. Angola,
Egypt, Libya and Swaziland are
not involved in the negotiation
process, while Namibia left
COMESA on the eve of the
establishment of the ESA group
and started negotiating in
another group. Such complicated
situations have created problems
for the effort to maintain and
strengthen the regional bloc
thereby poses a challenge to the

survival of COMESA.

If the EPAs fail to be signed by
the already organized regional
economic blocs having legal
entity, the European Union will
be forced to make adjustments in
the financial support it provides
for the strengthening of regional
economic blocs in order to build
their capacity. As this needs
another extended period to
accomplish, the objective of the
EPAs

to strengthen regional

economic areas, such as
COMESA, cannot be

immediately.

realized

Vol.10 No. 4
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7. Vision
Although Ethiopia has refrained

from signing the Economic
Partnership Agreements, as well
as other free trade agreements, it
will inevitably find itself in the
middle of fierce competition in
the long run. Hence there comes
the need to get prepared and

ready.

Given the current objective reality
of Ethiopia, in relation to the level
of development other countries
have attained, to envision, within

the next 20 years, an Ethiopia

with equal economic
competitiveness  smacks  of
nothing more than  blind

optimism. The reason is simple.
Competition or competitiveness
takes into  account initial
condition and it is essentially
relative, so that when Ethiopia
make fast strides to get to
whatever goals we set ourselves,
the rest of the world will certainly
not wait for us standing where it
is. Yet,

pessimistic, my vision, in twenty

without sounding too

years' time from now to see, the
country's economy emerge from
the low  economic level
competitiveness. Though | would
not dare say that the country's
manufacturing  industries  will
become the major actors in the
global market, if decisive policy
measures are taken, the
countries manufacturing

industries will reach at a level of

withstanding the competition

posed by cheap import.

This vision is based however, on
the assumption that the following
measures would be taken within

the next 20 years:

1. Restructured measures to

build the

manufacturing industries shall

capacity  of

be taken and analyze from a
comparative advantage

perspective;

2. Taking into consideration the

current objective conditions,
as well as future prospects,
the process of opening up the
country's trade gateways will

be given focus and carefully

explored, related to those
strategic products that
especially need tariff
protection;

3. Concerted effort will be made

in the area of transport
infrastructure and other
related infrastructure

development, which currently
has proved a serious
constraint to the
enhancement of the country's

competitiveness.

4. There will emerge a skilled

and capable human resource
that will be able to supply
quality products and make

technology transfer a reality;

5. The country will be able to

learn from the experiences of

those countries that have
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been able to register a high level

of economic growth recently and

adopt
compatible with our

those experiences

country's

objective conditions;

6.

The government will develop
an improved investment
policy that will enhance the
confidence both of local and
international  investors, a
policy that will serve as a
framework for meaningful
investment, while at the same
time it implement the policy.
The government will play the
role of coordinating the

investment.

References

Carstens, Agustin. 2005. "Making

Regional Economic
Integration Work at the
20ieth Annual

Meeting and Conference

General

of the Pakistan Society of

Development

Vol.10 No. 4

PO T8 APTET AS AT (TR S

Economists.” January 12, 2005,

Islamabad, Pakistan.

Bila, San. 2007. Concluding EPA

The

Negotiations: Legal and
institutional issues. May
10, 2007.

Cotonou Partnership
Agreement, 23 June
2000.

Melaku Geboye Desta. 2006.

EC-ACP
Partnership Agreements
and WTO Compatibility:
An experiment in North-
South

agreements.

Economic

interregional

MOTI. 2004. National Study on

the Impact and
Sustainability of the EPA
in Ethiopia. Draft final

report.

OXFAM. 2007. A Matter of
Political Will: How the
European Union can

maintain market access
fro African, Caribbean
and Pacific countries in
the absence of economic
partnership agreements.

Briefing note, April 2007.

Policy Briefing Paper #2. June

Report

World

2007:
Partnership Agreement:
What

parliamentarian needs to

Economic

every

know.

on Negotiations for
Economic Partnership
Agreements, 30 August
2007.

Bank (2006) World
Economic Forum, 2005-
2006: The Global

Competitiveness Report.

Ethiopian Economic Association



Economic Focus

——
AN AhGTLhh

PO T8 APTET AS AT (TR S

Nat UFao- Alé AG aF a7 ANLA THOEF (PLND- Rddh-F AL

PN ADEPT

At TI° AhaoAGAT VLt AO£PT

NlovEavlf P PRE  hhgol,
NAoo-£PF  TPNC (Y 0PI P
eAN 188 AL PN ANHEPT
AILOT OAINHT nmge
hao (150U

020 0 Phag® 32L& LCET
AAYE  ECECS hATLean A
C7°0N S6C° 1458 anir K-
A2F AWOA NeoP7 aaeleantam-
TPI°G 1% Adgvpnt Po1.010-17
AChC  Na°1  AT8U9C CAOATT
Ye k7 oM @Lif  OhdhA:
CPLLI°D Wb ChFVL0 hé. bk,
B@T LTS “the tyranny of the
present” - PG4T
LOF@OOTA: A A121C NI
WM AHPFTFT MNP Vb P
e YANTIS  ETT? AR,
9.0 4.3 U3 2T Nev@mC
NA5C M ASP79° NLE° N
ALAON-7 N 7 N0,
ACTEPTS  APMm@F AL O+
ARAT  hheohmdt  hd°A 124
¢-hAang, 1o.:: K- H
a7N0NN\@-9  “the past is
organized and has lobbyists, the
future never does” fhm- T4 TCE
e A M aa ARG 0A Hé
3P ANF S0 dATIe- v
PUISONNT h M hh::

At A1 Phag™ 718 &Ce
PILENLRIIT@. hN9° hd§ 7L
VT Choot PAOT@. oot hh
PoIL0A VP s eVTE
SHILIHS (AT @f JA P
NICTT TPI° ONF (PT LE

Vol.10 No. 4

MNP Fo. v T @OT
A STFA LUPSA: gY TIC
ATtMNd S PhAY® T
LCPF PECLEC 1L AhSULETT?
0, s PULEIM ZANPTT
AT ACIDNT RS ACTNLAYS
oo/l (Platform) 2474 C71LA
YA ANT: gUT YAaN L pA
haoAQNFAU-::

0af vNgoo FL0 PIN9° TIL
LCET Wt CATeRE ChOATT
ATPOPAS POLET AT 04
Ahaopnt PPN Adhe P909°
T8 LCET 3P hov(e-lHS
ADPPCT CLLEE ANL AT
PECEE PGPS ONCIIRTS
ow/lS e oCPT NNGT PHANe-¢-
QAT hdaoAhN9o::

nt Y0 3-ogo- NA& 4T
AN PN T LCET
AATF ECEC N PUT 7LD
AS  Né PTAN ACPEPT
ol eant 1.t i 9PSANT
2V 1Lt PNEP AMCT WICT
Cha-C>” VN AaopAd A
nLeLCT T £CRC IC tavhagyt
A@:: ONH 9A9° Ade LCEPT
A°AN POCAL A% AS OHaN¢-+
ao N CCE T AN TEe
@00 ek TIC hoa
MvkeC  AICT  A0ARIT @
AL IM  £LO AICT NPAN-
ALAT  POLTA TIC 1

NAT24 Phn9® 77L& &CE
CANATTF &CEC PhANATT TP
APLN@. WIC 7L '1h VTTIS

A Wk AR Y DA & T o oy o
h7Le0 T4 T a9t T OC
aoMMYP® 9L AALAG hHVI° hAE
092G CAININTT 718 hdaoAnt
Ten"14 N&CLEC  P.007
LT ALanté NA“LTA
CAONTT  URF@7  LIC9PS @M
@48 POHNT LLCIPA::

CAOAYT  LCL4T  PUULMa- V7
MoPG Pl AP ATPR
12 AN oolPIG hhood-dT L79°
CECL4 U L Wi 017
£INT TPk  PaomfP  aoflF}
AMMA  AICTF Noomdt 77L& '1h
V79 ZANLTFT AATE  mge
nCT Ar5.L0-+han- L3
LTAN::

LV PaPR 12 L7101 KIS WIC
({7 Aao P} ALTINT @-
CLINTF @7 e (Criteria)
ALOPIT AICT NECEC Nlon?
av’y]L: (terms to be agreed) aflé
A7 AILTLTA PAPINN:: LU
AN AICT KON AaoP7 (17LE4ANT
NICT AL PT P£ME AN LAY
h78.U-9° AL ASGTP
TEELLTT n18LPCOHGT 1L PT7
A% AaomPP 18N PATI ALA
(carte blanche) LATMFPA: LU
IAR £ UL PAOATT @.LL 57
CANg®  FILT VIS 9P
haoPING hovda9° TP+ ( Rule
compliance context) @£ £CL&C
U-s.7~(Negotiation
LADO-MPA::

LUF? ool LoohAA NPCAN 1H
CANI® 3L &COT AT (AL

context)

Ethiopian Economic Association




Economic Focus

——
AN AhGTLhh

AT+ oL 1A ¢ WICT
PrLLLCT PANNTT LCec
PhPAME. AFGUPT POULLS  1ANT
PCND. A78ALE PHLLIM.::

N%09° 77 LCET AMATH £CLC
0Pt +LE8E R PO
D3 2T7 MO0 heae gvoopht
LFAN: Pavavl P PhAI® T

£CE T N7LH8e LT VT
NgeI TS Aol A9° £
DL U NeCeC
PLONID.S CAIN TN AS

POPLDTF  J1L&  hhaoAnt  £o10
%3 WPSUIC 0T LT
Phnge e LCET
h.e0 T 58 ¢ Fa- VT ont
an1ST  eavr viT  (Plurilateral
Agreement) AS ANT a4
TECTT AhooARt A POLTA
%3 ( Accession

Commitment) ‘1@-::

Protocol

0A's A1 P909° 797& AATHT
MIC I CCLCT oI
WP TP ARG MT® LM
LMT PANTTL ALVFT  ACICA)
M ooPF  AANF: PP
ooyl +L4-BLPT £Ch
ot CoMTFoT  TANPTS
NHeESDT 90T o0 T NIt
A7 7 0NPTY 0+
TNLAT” 10 PATORE LuLlAT
L0602 SN0 PO 18RS

eVt 700G 0L 8,
PoLntA®-7 BAA::
“NAETF A?HS L.9°04-0.7

nAA®- AN9® FITATE HECTTd
Hee avtirs: ONCFTF71 W7 bt
AGLIIMD. ATTAI®: lao-p A

anN® hPdPo-  FONC @0 T

Vol.10 No. 4

PO T8 APTET AS AT (TR S

0TS oo X 2T AP
O AP°LTrFE NAI°LTr WEeP°
ehé- CCHFYT NeMEerT PoTAAN
ANl EHT hINT NF 0 Ch1l-P
PPoTTIG VADST?  ooiiG
ao&lh PP ACTTS LT0Ne-0F
hm-7 S TIA] I FTAD-::
D-0AGRTT  POLLTLOT  OLA
Noo-p- hTMm Neom+9®:
QNNLHT? CoLeP I NTT AIP4t
Noodin:  N20-0ALHTT 710G
0T e PSS Mooy NF -
TPOVFIT LVIFTIT TP
PRTTAD::  ATTFIS LIChé-0.7
N24-0A L1117 oG 67
YL PR 18RS PRUTTT
ZTANPTY AL oo\l P oo
o7 0T HY 28T 1o
12 17 DALY OAP UNgoo &G
PATERE oo TANLTS
k8 DT PLCLS o'y
oPSTFo oo AT AN 0L T
MO ok YNFao- 3O AhG
AL TAF oo@ N AN AR
o0 188 ANAYT TP
Ahao ARt eH1a@ 1IC 10 LU
TN AMTAC T NFER AL
APGLCID. @88 T avih LIPSA
N ANNAY-::

NACTITI® A8 PLCOE VITS
aCPPET (A9PAN PARIPCAE
LT AhaoAnt LA®T 09T
LMPAAN) 09927 AL ha- AICT
SAP L1 WICT TP OMLOAAT
PoLeamNe: o PSTFO- 3P ThIA
LG ainvtao 299,775
TPPT OA1-T ovhhd 093UP
aoi\ir hhao 8L tao )\t
A5 U9° hAL ATECID PAOATT
L£CLET LM UTT AAS
AGHIE WPt A AoorP

avf.4-L.4 anda 27,2 L.C10-
ATy et ASC LTAA 08

N aoMPP A70N LaonATA::

@®-LL21 Aol ImP PN DA AE
aPeNE2T  Ameg  PoLhtATT
Ten1s YAOT A4 A%TPLA
AT°né-nu-:

0% a9°1t oaofavlf QAR PS
@M CANVE TN hhNg® 7L
ECET  WATE UL TPI°
A7L01%  PAhTUL  Thé  hhiC
aIC  PULALL oo e
UAHE@. 1PN L° AN oolPd
PhTe  WIC AT TANPTT
AT aoe REE NGO N
ANao P @+

Na-f Ul ao- AT INAD-
Paoavl @ CAONTT TPI° P>
e ALAT ATINGTS LM
ATILLT ALA
A°AA NF LS NATL TG ool
nang® 1L LCET MATE NIA
PECPRCPS AN PO 7L
NANC  hood~  N375%  @0T
ALAN:  NACRE 1NEP U
LU LIPSA NAe AgoGIC £4FA::
0HALY® @OCPT  hdi-No. NL7N

ao( M-k @

A8 NAvr (9T AT
hPLT 9% PPS  NhF CATILN
eHALe PN 6LA NAARE

NANNTT 28T PoL4.mMC hS.0
PIE OLA ALSTC PTAA: 1IC 77
LV7 PhAN® TIL LCET QU7
eME OLN P HLIING HAL: AICT
0-FALe 70781 AR PULTAT
AI8LPY LLCIPA: R aoeLlA
oMk ARFOPI WIE Chur
PLY HC P77& LCLC hblT AS
hhd- 12 PP PP AL £

Ethiopian Economic Association




Economic Focus

——
AN AhGTLhh

neTs AN H7%- U
NooNY - AL A AICT (AT
L 1A APS WICT Ar8.0m
TIN1LS A4 ALYTED. TP

TUSE

U@ A 0M9° 0N CAONTT
et h&Ch eI mN L.
PECeeT 1Lt hhdAL  PUT
P00, ACIPEDTT Aov@NL WL
ool (Platform) 7114 . ::
WAl 3% HCSE AP Adh
K 0F1e @LLC OACYT
ANNTINAT PN HC4F ACImThC
£70.L5 P70, ACI° BTy
ATI0NG Ao ®NFSG Aavl29°
PLECEC ULk ALS  RTAA:
°SANT ANLY AL AN PULTA@
4N, TeE AMUT ANLAL AN,
ACP&EPT WA oo ALNLAT
@A hLFA 0L PULA 10
ALY oo N7 (
holong 7700, ACP&E  LAP
NANT® 378 &CET WATT LT
PILONE PN ACE PNAM
FATLIT RSLPA: NaOT49°
LV ULt oot TN PG
hhA+  (Protectionist
PoLLCaNT?  hAn  Pad. S
AavhAhd 0201 LATEA
ALY L7700, ACTPEPT mfL 909
aP®  ArE DACLPPE HARS
NPAN- PUILP04 CRCITPA:

Unilateral )

pressures)

Vol.10 No. 4

PO T8 APTET AS AT (TR S

2V NAhe APlNd ATLA11NAD-

ANIC 0T 1T Ao
AHNECT AP 770N, hdMen,
Ay ) NATLPY meé-

AT FRT AT T G
MG LTLPA:

N 10 A727000A0 A& AIC
Pa6n, F7L O0LTE AT AICT
ha P72 hAMPT  BAP  AIC
ONT A ATILE  hoo'l LAV
32 ZANPTGS A0GCT P0AM
N LUGh:

A% ALJF AICT 0NAUvr GFT
NAhGo9S 397¢ vz (Climate)
hoo' . oot Adk4RC
+kot Tl NAhsey,
1291 (economic freedom) aL:
AL U9 €TV ACYE THRé
NS U LmELLN:: PN
7 LCET AIAYTE ALY
AGRCHT U RFANLEN A
nAng® €77¢  ACYT @R, (W'
alc o0t ALY ANdAL TICT
af AN AAT AT 291000735
m7eé- N Faoy ) avi)
POILEN QG 4T o
AAD AF YNFaoe (LN NS
CANNTT TPI° DT Aovd St
av®:ln TN FFES 0L4LT Chhd®
7 WIPALO POLIM UTT AS
O Pelom0 T ol
AL, aodavsn, TR 1@

aAD TP An FLG AS NG9
ABLLIT 1T AaodPPC AT
ao’p1& oo P 0.

Noogldii AT1A@- PI°4ANI@ ATHY
PPIFT ATV POACYET 10T
(Constraint) aoN  7& TNk
Tos: AL AT TICT PhAPT
1L AT £CLC AT NoodNA
AS  TPTTFT NTIFFA AL
¢-tao(iot Na“prs. ¢
sum game” AZLAIV::

- “zero

hao (750U

)

Ethiopian Economic Association




Economic Focus

——
AN AhGTLhh

PO T8 APTET AS AT (TR S

Ca-LoT F8oLPF AOtLPTT TP AG OHAM 1616 TIMNE-EF

eontk far-g.e1 avd 2IC VY
hhao- PS®-7 1G24 hG U-NE?
HEDTF 199ao017 AT PT

Ant PTG TLLLeTO7
a1 24CN- -0k nevk
AL CIPA:: NH.v aow /.t
NaoPan/l @ HC TOeEDTG

ANTEEePT PCNPA::

Paofavl e  AOHEPT  O6h,:-
aNeLol  PSo-  HSI¢E RS
HEDE ha7€  hAhaN,  Paom-
ONao AN NDL4t A LR
At e 7 AT ATSTA
HEDE nhALe N3 ATE.I0H:
att 221 aooqm-t LA 20U-::
NaoPmi PhAN9® P77L LCET
(WTO) A0A eotf? n39& IC
N+2eH Parsl> I°HLT AZINTT
T+ aS hA%8.0 ThTA8.2F7 L
alc o0t AT hGE
m+oq > AT80NM- AlBAU-::
PTI° LUrao alUr19° L7LA@-7
188 E AeXE  Phnd
P39¢  ECPT  (WTO) AOA
AAPT TN FANT 082
AUT AT APIS RTTAC MA@
Ahnn, ng°raoAn- 0t hS
20-0AGH 07 AN v O
AP tmovti A8 h&Cl
NeL.OANTF AaA9° @NOT ATeA P
PANI®  ©797¢  &CP T  ANA
AAPTI° TN TFANT @087

AAD- PANI° P77L SCET MY
AN@D- PSI° LUT W HIL-P
N91LLD POLENTA av91LP hh
mL? PN TPE aNT:: LUT
AT POLLLTE TANT  PAMD-
Pang®  aPe  hTF [RPMN
CLNIDT (LLCT ALPT Naol'r
1@-::

UAHE  AOTEOT OeR:- PANY®
P72 LCET  AMA ool
anto197y g o6& A1
POTAA  TNAA:: PS9° A5,
a1CT LOAT 884 PO
N7NCS 9°CT+ AL P AA

P RICT NMNCS 9°CT AL
CONTT 18N AT G PLE
ALLNI® 9°I° AT0T NPGavtk:
LCEC  NLLAT: N TanTILI°
O9°9° 1 T hT9° 4R,
AP ALFLI°: hHY ATAC
APLNLPE  eFhét HRLT
LCLECET POMm MFT AL AZE
OA+4A7 1 3T ar +hedot
anOmFge::

(W Yo) S V' i B K o < 0 O
AN ool TANDPTTTT
ATLGTANA £LSA TNAA: NAA
N LT P11 PALMT
nceT A PAL DT~
PoLLNTAT @7 ooy Paod°lT
A-hAP aoA\-|- AT8ANT -
LFOPN: PTI° PhANI® PFIL
LCE T AN NooPST7 LU
hG AP LI° Ag°AN,
ANTGOTEPT had ook
hLTAI® oA TMNE-LS
hoo i 114N AR LV
TR ALLAI":: hAA aohAhA
ANt A7RTILmP o oo 0T
AN TS hOI°S aolP7 SINPA
PO AT AN

Nooel A n7Nca °CrT7
ahao -t ChL) ncT
T4 TChP Ula\lg} ao’p1&
(inorganic)  9°C  P91.Lov(k:

A7 0797 AL oA 77
FELTCAR (W1 oo 7)€ LA
PP OCHT7 1 Po%av0lA4T e
P Na@C7°S Ma%Léh g
AL ATHY CPT
APLEFT 7 nINE AFELOmM
naA  PLCON:: NANY Adea e
0LNT ATV PhNTS PR
LCEF AN NVFPT AT -
AMY7 120°F PaviAFTm- 6L A
9°7 PUA 10?7

ONHE AOEEPT Q6RL:- ANd LoD
Ch e e AhToLnN QAo ¢ DT
TNC A0 HCE  ATIM0N,
Wwio- 148 AL P20

an /i NI, 224 n72a
ANaoT7  AMSAU-::  A1ETTT
AT PAGdh AICT PULALT
Ny  +4¢T AL Nd  £A
LT PATILLOTT -
NU-NHE 2248 N9°U-¢-7  AhAN.,
2V acCont  thdt WP
@201  ALLD PCovfavlPm-
LaoNAGA  9°79° KT N0
HC& e TmAr ao-n¢-PF
g¢9°!l hAlY  oo-vé-7 N
188 AL AhANLTON 7N
NRNT ANVT®- P99L.A O9° T
nng::

PA'L TEE PhAI® P78 LCET

AT 152 NANHE @-
CAICTT TP9° AZIOMMNP -
L0OAAN:: n+aL SOt
+TmPLDE  COAOT T AICT
AT 10 UL PSIC
PhNg® L LCE
COLLOTCT MA ANLE NALT
ACT Pl PP
LI1TaoPh::  A9°AA  Ph%ldéh
O£ aNnan CehNLtON
+tE@-9° 1PN WP T
ATCHU- OO k@
NC:: oAl tmPel P
A0 ncCT 0N

A A P@° P9 LMoot
ALY goAO 0777 L0 LATA::

héts AP T QeR:- AU
AN An9® 87 FAPPE
Y 77 ACHLICT £ATD- O
PANI® APE MIT AL 1D
PTI° han?® APe 7 @-6h,
N77L AL 1207 [Room 1@-::
AAN:- 381 AICT PULANT
PINCS 9°CH NAD-CTIN7 +8S
ALe A1 NP0 DATLNAA
VU7 hoome+?® n1C  @-NOT
¢-+ovld Inorganic  9°Cd
aoM+9° SAAN PTLA YA AN::
NALLY A 2o 7T AavhAhd
07L.A AN NALT AICT WIT
NL.AMA 37L& 184 AT AAF
aoON  LCLPT AT -

Vol.10 No. 4

Ethiopian Economic Association



Economic Focus

——
AN AhGTLhh

07L& NCYE AL 1605
PrLLTLD AHY ALY NTDLL

O-LLFTTr oo PLCIPA
POLA A9 AT
AN TG ant 2o+ A6h),:-

PaoPanlf TLE% PSM- 1G94
atllOVTO- vt e PP
Lood AN TN 0T 08
TCP9° ALClr U+ 0L
MAN  ALCl oohdol alrl::
TEL% Navii AL A oo}
eA9° mL? PULAN 10 Nch
aow l NagoEanl, @ [(EEY]
T PULAT PLL 1810 A
MLAF - ht hly hNLA
a780eoom-t a ek e
Ntm5484 oohd.C (Competitive
Index) 11645 %:: OAHD 1L
ATF ATTIS ASM LI TTAD-7
T9Q -}z meoy, LopNATA::
N - alteet hrg
atvt£e T e, MPI° A18LLI T
7-5¢ G M.07rC 1la]
LaoAp:: VT 148 NG
AL, P91 emNMD PN HCE AS
ALAT PRl AN ASAT PI-
AN P9A9° ¢77& £CET o-0T
ONeo0t  (hNLTAN aohhA
NaoCavl, P HC Neow /P

YANT:  QATPoo-G 15k AL
®-2L 1 OAhhe hALI°:: hH
AIAC chN&AON7 7m0

AN 9% PHLLT  TIC
an?

MA@ 0215 ANk e,
nam-C7 TNLAN 2C
N0 2.0+ AL
Chm-C" A0 200
(Official)  AS 0o LAY

(Unofficial) A%9® AA®- +NAA::
2V M0N0 CAPID ALI® A7 T
o+ INONT AdSAU-::

0+ee,7167° Paolavl £ -
ANt Oen,  NANT® P
LCET AL AfI81S%  WIC
aneLe Lo PO
TP9° N> aomPP AN NAD-
S i T SEEI 3 ) B o [ RS L - (1) 3
oA Ndé-P  Tdoo}:
B JL R SO U AP ) o B T ¥

PO T8 APTET AS AT (TR S

aow (3P ?h.hq Y, 0L 1E7
NA® Ahdoom: (I oo\ 1@-::
MmN ALCID T N7 7% AL
Feq aom+9° 07T
A WA i B AT T A T A 7 o
(Policy Credibility) £OTAN Ah-::
2V YAOTF®- hoofavlf@m- NMYP°
Pl 1w PhN®  PIL
&CEF aoQ0 PG ANTT 3Ly
ATING+ o-:: BVT AT
A°I&h®-  P9CIOm-::  NAHWY
YAQT@- ¢-+9°00 aofn-5A::

0AL 0L Wbt h&CL
at ch1gao-7 LML+ -
[Vt o [} U7 LU
PI°GPD-? PhAT® PFIL L CET
U TN A LV 1 S (K R 1 P
NPLLE U2 3PT7 wfP7 PN
A LT P70 LandAT::

PANI®  P3L  LCETF hANA
AP LN L7 £A
agoo(NI9°:: PI°GonCA@ (9

- CHE@7 CT LHT -
NANT® 77L& Aao®BLC ATLHY
L0 TFNAT? ao )03
SbsN @L? ASPCI°:: N,
Y- M8? AP:: av’l hU- aolPy
AN @L? h@aohATI°::

0t TEEPTG  AQTHLORT
AL HOm el “ME-6E

1. at YN0oo (12N

PANI®  P797& &CET AMA
w1807 PIeNe e FUTA
a0 L? N TEE PCAA
ao) PA° 1D ATTLHWY
ARl ooCu  NANY®  P7IL
ECOT 1 MMAT PANY® AP
+&ot 2Cht @OT PAYC::

MAD- PANY® AP ch D
G¢I°  ALAATTTFD hmeLeE
AT 01T FANT fA-
AL4NT  PTLLLCNT UL
APSP o PULA AN P
PCAAN:: [HY AL P909° PF7&
£Ce T (WTO) A% FA4
2Cht ANt 7LD PTE
AN 0T Ay 02Chrt
PoL4o:0F  aogln (Dispute
Settlement) o254 1@-:: ZY AhA

7@ POLLeLCIM :: Nch RS
NNI°9°LPE  aowlt P4hé-nd
o177 188 avaodhG @-A%

aohmt o PhAIC PTIE
LCET NeNr Och? PULT8LC
ChT 1o PN P

AN NOETF PoL4kT NhTG
NN E NF 1@ oo 90
ooCy  LLE AR 9
At 27970 ACht hd::
e ARYTE ALaoM LU TAD-
h1ET mred No+rs
aol8 7 BmEPA: ARV
NAao-PPF AT L10A::

AAD-  ANTETT7TE NS LA
are% TP 1o PT° NhANT°
P77& &COT W18 TaP 188
eNCS  HEL 1o PN
ncCT A7 he1F PalC o-0T
£ BAMA:: @ 384T0
ARI® ALY hGE &Y
(Export Subsidy) £&C.20-:: N177£.7
AL PR AICT L79° Ph.h5 ol
aw/lFTFom-  IMCS T AN
MY AL P0A0T AICT PAT@-
A9 hendrd T SO0 ::
2v 158, NovehnlAm-
POLLOVTCT MA WP
AAh2e 02013 AL NOeh, 77&
AL UMM &% oop-
Aoo-f- A78.10 nge e
TLCAAN:: INCGT AL Lo
WA (19727 AL A AICT
h?Cht: TmPoi, aSUr9°
s NMCS AL L7L.0mm-7
L1 (AT 1T ANTDI4
10 7°AEWE HELIC AAPT PN
Neh 77 1m-::

LU7 Pavddn O AL
AT8LCN AS MATI® AL 14N
Aot PoLFAD- ?909°
778 &COT  AMA ooy
1@-::

AMD F8L AICTT 0AChk:
+MPoY, AL M@ @20
A%t meh P+t AICT
U-N9° CArFFo- hh3q
nF3ee 1 A8 £CLC hn::
Neoghnld 97 Noof  COLUPF

Vol.10 No. 4

Ethiopian Economic Association



Economic Focus

——
AN AhGTLhh

I°CHFTom hhrG hrdée M
A8 09Tt AHLCAAN::
rs7e 3 Naot P00 6anCoP
LCP AN 1@ LU 3 Naot
®L 300 P9°CT HCHCT? ¢£H
10 3GL WICT GUIC ATT4I0
afThénsé 1o il ATHY
I°C-P T Pq Ph.hs 70T
aow /T aoPSTa-::

PANT®  ©77L  +&I°  ANATT
eAICT T TP NHALI® POADT-
AICTT TP9° P2 2amNTd 1@-::
v e0Aer AT hHOT
A Pmao- L3 PN:: LV AT
SUr UL TEee PCAA: [Hy
AL, PhNI® ©71& +EI° TPI°
S KAV RTON FUA -
e Pt TFEST Al ATPAN
NHY AL PHALE  CahNédtnnN
neNT T TPPFoT  ACI0mnd
& rPaAPAn: AJ°AN, nN72NCq
8L AL PNAOT  AICT
PLAMT  PAIC @OT 100
af:: LY A8LIN  TPTTFa-
ATBePC POLLLCTT W POP(
ah:: AN~ NAO-C7" AAWTE
A® +7 3 RAC PhA1C @07
L1 £LLIN AHY L79° hil
LAC OFT M, P7LETY hHA
he+g - hChk
taoMmy TP A181TY PhIC
O-NT L7 774599 C71.LLM-
bt P AL ALCH TP
ATBLPC  P91.LL7T ATPOPN
1@~

A% M@ ABS.O 18T
AP AL W HIGCovrT
PaoANAT7 N0 J-ha PoLMAD-
180N APP8T 110G oo
aANVT@ FNAA:: AYHY 18T
Nhng™ ¢3¢ LCE&T ACht
o0t ¢tk ST i
anfe OMAPLN 1o TEem-
- H1Am-:: nt+age N4+5m-
COLLACT A AL NRY
L00TTaort A8 hkPRE 21
TE2T 0T AHRCTIo0 YT
A% 1@ ATHY ST NAAYS
7L LCEF 0T PLANTar
N9°9°rt  ANT@-::  AgeIyE

PO T8 APTET AS AT (TR S

TN hao12A ALY}
0N ten NAL7TAP H& MG *
NAFLCon 7 ot 2C ROR
+NNE-P POLLLT ST M-

N¢-T77 avhd @L9° oot
P90 Poogndi MCH oo fH
AN o @8?  ATILho-
ao'iiy A0, P2778HM-F AN
" @ oo LANT PULA
1488 Tk HY oo ln
AP LA ¢19°hlm- fhn9°
P& LCPT (WTO) 978 1m-2

»~Chk 97 GHA? PAOATT
YL OIhm? 9 TPIUG
&t ASC  STAN  PULAT

1@-::

aNP Lo Ao NG AILI°hCirT
PANI®  P77& &CET KA
aolfy 0 12N PA@-9°::
SARI® 1Lt PUL4mIm ®LI°
PULNIICD:  NhooATWVE  hd AR
Yeth Ag o N1LE AL
LU.mP TeLOT 0.1,
AATavANT PTLWE L-PFG
TGP (19A;8 aNtMGPd:
PULECN Povfl-L48 1ANT
0.1 HTAC FAIS A%y
L£éHao3{\:: CANI°-L77 L
LCP T AN Aoy 90045
TGP CaICT TP°
oL enmA4:: U-0-9° 141
ANTVFD 2GS NhooHT AP
ak9® o474 aolf}
CIVFPA:: LhAP® 1L
L£CP T N AT @f PoLAD-
02003 fCAP 182 1@-:: AU
N A % 7 S T S A V111V
0@ AL 1@ P¢ 1A
ASLT POLND-:: PAICT TPI°
goLeamNe TGHF7 Ne7Le
AS  UA° 1ANT ATSATOH
N71L:L°::

PAN9° 3L LCET AIATE
82 L hHN OCLA 0L
PILA TPt PCAA: NovLanl @
CAOATT TPE hoodll NéF
aAe&e N6 Gavdt PUA
AU OFAte e AT
H.V 1 o-0T nchall
TI°nC LTy A7

YA PANNYT TeE
PPLND-9° TPA PPY PhILI°H
TG LR -

TGk CAN® P78 &CET 9°7
9% 8T AL LN
PATeXEe hT hhang® P37
LCeT AT Po9.MAgo-
NAVPSF@- Po18MAMan R T
NAaoG & Tm-* f o9 2,MMao-
b R e A1 o A ) PN 1 R T T P
ATLOLFAT NevET N9°7 PUA
M ao(id7 ATRTLFN CULAT7
L£ANAA: NTPA (FL PhAI®
77L& LCE I AN aoP7 A
437 AT ek WP
nre&E PPooe RILONLovHY
TGE PALA:: LY °n7eT 10~
HIEET oo AT HNAe
arPnsh OTEovlm:: ALYV AL
PANI® 77L& LCET ANA
a7 M hLLA® 17 NAMATT
CAIC TP 2N 10
TPAN TGE oowit PAVT@7
406179 MmN iy o0 T
o L (| S [ T4 AN T S A
A5 1 TSR ATLmeaom-
L2v7 142 7LhJHA NS
Ar5%0e L0EC hre
ao9°l ¢  hkeTIN:  CEALhS
OS5 ek AOATg°
h?%.aoAnJTo- At
+oNTto- tkeoIA: OHY
aow/ -t A4t 3 S 4 Yoot
@O0T NAMHE®- ¢-Eh'th hol-b7
gow/lq; PLLT 12 PUA P7HN
MNetNer, goL LT AHNLLPA::
NMH2E NASON AN0 OF0%se.
STm:: N1999 4.9°. ML hANT
Aao@- Nt HPAC 4t FAAP
nAA-T 2710, 7I06hL07,
ao&LT RIS FPA: LU N
10 MO PULAD £MEPL PAN::

2. Phat  9M°  ANeoAANI®
6294 TNNE-SLFCINCS
°CrT AL ONTLAM®D: LhoY
T+l eAOMMIN eI e
Pao@PP CON PhN9® P
LCET AT 1271 AL DALY
NF o P77 LCLC HCT
ATt ALLAY®  Papalym-:

Vol.10 No. 4

Ethiopian Economic Association



Economic Focus

——
AN AhGTLhh

NC7T N72NCS HCs AL nchO
achh e 1ECT hde:: PNAOT
A1CT AHCE AET7 AM9° he+5
£ PLCHON:: UPS9  AHWY
TeE ovAD A%ITTT NLCL4
AL +AF4 ool LmSPA
havod-¢ LAP:: £9° rs
eI FE&FS  TPIC hAlC
nIC LALLA:: AI°AN  £I°7M
CT oL h1Fo- 2202010
a1C T (Net Importers) £ 179m-

+mPoLT  GTm:: 9°nIeRI°
CA@-CT Wl POLLLCIT
2197 NANY® APe I AL

eI AN PO7 OWATLEIAD-
Yo A @17 PN 9°CH
ML @ PULAN AICT T8,
CUPGA-::

nAA Ok fhaa %8 OC7
Poondol ®Q9° oot 188
hGLAT":: PLCXEC 188 '1m-:
PANI®  ©77¢  &CPT  ANA
alP7 MWL M 3«7 hao-CA
nchd oO6+F oL halC o0T
A7 0 L£LCIN CrLAD-
antgeet +and hGLAI::
364 ALPIN NECLC  hIA
aolPy SFAA: APAN h9°7 8.0
AANI® P77L  LCE T AMATTE
hovll-L(C né+ LIINCS
CHT AR PNt Oee 15
Noof NC h&CLS N7A 40
Naot AL CINT::

ngots Anteet GsR T °7N<-
LU7 +aP 188 H7 &1
N-L.2 T aod L) WAL
hA@CT VNG IC ATLLLID-
&CeEC (EPA) AME  Fheddt
ao(mt it oo ChAAU-:
ANANLD- &£CLS CAPHNT 152
P00 S | T 4 T 1) Y Y A P o A

NAAY® P37¢  &CP1  AIATT
FAZ AL AT et C
798 (. T m-9° hDEE R hYm-::

NA@-CT VLT IC P7.LLIM-
LCLC  nAP?® O TmSPP@-
LCLC MHh@ 1m-:: NooP'r-9°
LCLs h.v.h Alh 2008
avg /A A7 e~k
TLCAA:: UG hPiNo Té

PO T8 APTET AS AT (TR S

AavsON PNLPA:: re9e
etmeoo-Nt ovl® W7575 140
FALNT  LoodAA:: DALY
hhao-CT VN 2C
nATLLLID @82 TN
aEMC A8 TA 2700 AA

+ovddg,  P@-LLT ool
A7%.L0.98 AdNIA@-::

at+5m- Ant et O6R, ?
ATERP PhNg® TUE SCET
AN Aol TPE  APCOAT
ANAAN: MOk 9°7  PUA
N N&CI9N? AT

ACTN 907 T9UCT PhapGA?
N215®m n9A Hoo? hhand® CP7
T ANT TN ATTAI::
reee oy faontT AT
nhd-+  27Le any:  [F
NAUT oPt+ TCE 9°CT £A7
ng NF o HE 0D
eAma  nrCCATT  PINT
o AATE NAce oHA9°
a7V NEATT ACPINT 1
OAHLY PHooSP  ACH ATN44
L AT&0HE ATAIC of
ang® P& &CET oo
TR ALooOATI°:: 1LAkN 9°7F
FUN 1L LLEA hav-7 NIA?
A& rrs AL 06t
PaTeRe  AbSoLnn  Nhoo-OF
MUNC 18T TIE TCIm-
7 A7 0Av-T L ATA®-?
a5 CPLN- TeEPTG
anteerT T TNg AN
L+ld AN hoPmF A1
oot “17H Lm0t INC?
nAly 07°A0, +49 WL A7
2V ao(\)\ L2
hATHDETR? eavr 2Lt
H78::A P21 Y1410 hAT::
MA@ PHED 4G 24PF h7TAN
Pl6bs NFAN A9°F ooar:: nH
a-6h, £A 19 A0t T AOm:
9T TLOF A9°7
adNtOINH-9°::

PhNg® P77 9 NChJ hTT
At 1T AL WHEREP P
a1cT Oh1+ Aaome9® @+
aNTo- L? P4L570 AdIen
ANTom-  ®e? A°Ah A7

148 AL Aeohé-hC NP
a0t WIEBANT L@ PA::
NPCN AN 070 ATLYHY AN
14T 08 1CT  Phnde
(Wl SCET7 £
AT%.med 14N APCOA::
A PNAOT  1ICTT
A7 PhAP®  CTIL
SP0N A
at Y ao- TP VFa-7
ATTOMNP NAD-  goANPA::
s NABT  11CT  hONAP
ool ATAC  PhNYS P
49 0%, 1CTT Te9e
PoLLANNC NAALY  POANAP
ao )} +q° & COT
véHan7 Ceatang ¢+ Po-9°
ANG  P2CON  OAHY Ak
YNdeo-  Qp-F  9°n70+  NF
ALPT NHYVY® 9°nret  B9°C
A7 AaolAd AAND 10-::

VHOTF
+ &Iy
N1 Ted

MA@ PN T 9
POLLATTIM7 THI®  Adoodh-f
P9A9° 07 NPhook P27 MM-
L7°CF hh:: NEZCE hAC%E
+mPoLs e1emeov- VICTT
HCHET  PoMa:: hagiédh
AT @0t LN AGdh hHw
Né&F HI°a0e G PA7 A%éh
1T ST AmPol P
Ptdét Cagisn NICT +Hmeo,
hALLAI°:: NHY AHIC Wi s
+mPel,  NFPT ATROVHTA
T2V I T TR I B Y VA e & 'y
LCEF AN PTT9° AAPTTI°
o NAPYT At YN0 A78AF
MO o&é&F  NEAr
+mPol NPT FTANT POLA
YaN hh:: BLI° T Po9850m-
YA CaPCNt  TIIC 1
aeRe A1 PhAYC  Hd9e
+ur ATE A% ChAPCOT
F9¢r MO PULA AN A1A
NAANYTIY)- AT8% Fhedt AT
M2, 1@ CAAU-::

M ah-2e7+ aen,:
a1eTT PhNd® P31 SCE T
AgoPAPA  NULLT AL ATSAT
FITYHOGA::  AD8U-9° PCE+:
AN ooPSTT POLeNTIm-

Vol.10 No. 4

Ethiopian Economic Association



Economic Focus

——
AN AhGTLhh

TP ST AHIICGTA: PTI°
eHIA®T  TPI° ACITIT WS
15T Aaodin ALLLTT NAND-
H2E+ NH9° C4H0A 71C PAY°::
Tl CHOM@  ALooNAIT::
TP9° hn OAFNA  ATMPTINT
TN ABLA® A°AA. NAGWA
CAITT UBS TICT RFAAN::

MAD- NANS® T SCET
a0t YLt AL PUUTH
TPITq 51T AL

AN C7HNL  T06ehLNR,
24T N0G [RTLL ATSALPY
YD PHLSUT:: (FERIC LLE
T [¥X-tw4. A7580
TITHLAAY- 77 5% OH89°
NF  ALP7 PooA®  HHANI®
OALT A77HN “TNekLNsm, 24T
thedt ATSAT ANNNAY-::

PONE P@-L.8°1 avd AIC VI

ahgo- Och-a2 hPiN@-
A4 Tor  GNAT  AZTHAA
A8 T Chl1éET I nng

PADGIL  aoPPC  TIC AL
MNL-LE Navhm hFA9° P77
LCET AN IC hfLHD-
YA ATHPA: NHU- aowlst
NAv-r @P 1 Coo30v M. 50
oot PUN  POLPID  ha-B>
7L N, 6T M. £ULANNA
P AS PAIC o-0T ?OhN
eCH HPHE ooPr7 LARTII
A0 eOhah N, heHs
antPon LoL.mNP0t PINCSD-
HCE hfH@ ChHAN U ATC
L7 LU 10 PULAA AdtPOA
hLLLT WAGOWPTT IAOPA::

ATLHY ALY Lh7Y PAhGOlS
eCha M, ooPPC  +hhao?
PANI® P77 &CEF  AMATT
P09 Lo +00F A% 10
ao g &9° LT AD- Pl
a2t APCNPA:: NaodMmAI®
n-arsm G APLN TEETG
b A e o R N N P B\ PAY A 4
+GILPT APROM INHPA::

At NOeo-  OLA  POAM-F
Ten1é TMNE-LE ChAd°® L&
LCET  hATE £CEC N7

PO T8 APTET AS AT (TR S

aoA\h ANLe ATLTLTA
AgoINd  PUN  PhAI® P77
AMNTT 1L UA19° Phhg o,
HCET Po%a0alt DALY P10 PR
HCET?  eoinanc  1.8k7
a7l ao9°let AILOLFA
PoLaoAnt: 26PT ANG 1o-
eEem-::  NPORHC  PULNRL-
LCLC NGL LCL4 PoLNLL-
aC N 2TF 10 78S
AT80 TS Lt Pernkanc
2T 1@ PLwe-m:: PANT
AICT  AICPLI® AILHU- 10

NHY oowlqd  Phnd® P37
ECE T AMNTE 12717 AN
nv-a-9° ao g (|
¢+o-TMm- ¢thLh nk
ATBELIT°  FLCAN: AN
MO0, 24T OAMST
An L AN AT%NT
TLCAN::

CONT NICTT AT AaoPOI°
A8 FNI NPCN PhNT® PHIL
LCE 1 AN hU'r T h9°TALS
TOLLe  ATRUIC NULT AL
NATO hTNCS. AL AavdbOg®
PILENTA vl U

NAGWA P4HOm77 6&N aomeb9®
ATBNTFANT TINAAN:: [ &)
eI NAPCOT AL PAD-7
TT7 LI PO T
av ot QAaFATFT -
PANI®  P77& &CET AOA
Aol PIGLCID Tt LAY
ChPCNt TC Naoq 3
POTAGA PUULA A1 ANT::
2V ANA PhAT® P77L ACht
PL.MLP®7 ovNLCT 717Nt
NAAN7 1Lk PTHSA A%
1@-::

MA@ PAN® 0TI LCET
L UTAY ao P 70T 0 é4
D48 LPIan PULA

&9, AL, oo/l PANIYC:
NECLS 1.1 PHee MNe-m7
Aao@NO7 NF 1@ P7L9°nlm-::

Cht A7LT  ANLA TeRT14
TME-6E

aAé.m- NN, o7 AL
naAm-C7° “NLAN  N97.L41m-
£CeC (EPA) H4f  NHhie
oCatT AL NINVTE PTALR
o15T AP Ak9®  CHo-
Ancng 1o LU0 PANNS
P9l-9b Ah. LCEPT £CL4
TmGP o A18LLITS (LN
a NP PAPT LCERT
NHNIT1 URd 0N°19°0 T AR
LAD-7 MNé NA7.71-5
h1824.Co° IS N EA (B Zv
U3 LA 0K AIC hAdn
Cohr  MH&a  oNT  A@-L2T
AT8.PCAN TLCHN::

AR ATAC 0SS NS
n150e 7. .07kN ”7C
0+&dkao@- oYk o-0T
ao NI PG o TINFP  PAPT
LCERT NAMNYTT 8150 77
U--9°  hoNan  AtE 08I0
790 NG AL LI": AZ°AA,
FI°NC P27 HCE PoovAhk:
Rt R Y2 V1 1 2 O | Vo VAT IV
O0T Ar8htt AL Tit
OLLCT h@ORI*:: NhovddgL
oopn- PR AT STAA
TN PoU100t@  PAICLET
bW L U VAR 1| (o A s T
ATPOPO  ALLCT AR LYC
MY °0781 9°C 1o 152
PHS P@-RL T AETS WIS
CTLA1D-::

Noogld PONE Po-L227F avd
2/C WHrF hdav APLNPET

A18.0-9° avA\@-} +Aa 34,
N°9ao00117% o207 ng4.
H2TPAN::

Vol.10 No. 4

Ethiopian Economic Association



Economic Focus

——
AN AhGTLhh

PO T8 APTET AS AT (TR S

The ‘Tragedy’ of the Free-Market: Thinking Beyond
the Simplistic ‘Supply-Demand’ Equation-The Ethiopian Case

A Theoretical Discussion

EDITORS NOTE

By: Taye Negussie (PhD)*

THE ETHIOPIAN ECONOMIC ASSOCIATION HAS ENCOURAGED ACADEMIA, RESEARCHERS
AND MEMBERS OF EEA TO SHARE THEIR VIEWS TO THE PUBLIC ON SOCIO-ECONOMIC
ISSUES OF THE. COUNTRY IN DIFFERENT WAYS, BY ORGANIZING DIFFERENT FORUMS AND
BY PROVIDING SPACE IN ITS PUBLICATIONS. I[N LIGHT OF THIS, EEA IS PLEASED TO
PRESENT DR. TAYE NEGUSSIE'S ARTICLE TO READERS ON THE BULLETIN OF THE
ETHIOPIAN ECONOMIC ASSOCIATION (ECONOMIC Focus). EEA WOULD ALSO LIKE TO
ENCOURAGE READERS TO DEBATE ON THIS ARTICLE OR SEND THEIR OWN ARTICLES ON
DIFFERENT ISSUES TO THE EDITOR OF THE MAGAZINE.

Currently, the global  sky-
rocketing price on the food
commodities and the resultant
excessive harm it is exacting now
to the majority of people living in
the developing countries is likely
to put the superstition in the
‘magic’ of the market force highly
in doubt. For instance, in the
Ethiopian case, one may wonder
where the finishing line lies in the
race of ‘price contest’ on the so-
called ‘free-market’ game. The
dramatic escalation of prices on
a daily-basis, sometimes hourly-
basis in almost every
conceivable products,
commodities and services has
left many in bewilderment'®. The

! Assistant Professor, at the
Department of Sociology and Social
Anthropology, Addis Ababa
University, March 2008.

2 It should be noted that currently the
hike especially in the prices of food
commodities evidently happens to
be a world-wide phenomenon. Many
agree as main reasons for this to be
the rapid expansion of bio-fuel; the
soaring-oil prices and the attendant
chain of reactions; bad-weather (that
hit major exporting countries); the
sharp drop in the value of dollar; the
rapid economic growth in China and
Vol.10 No. 4

problem is so pervasive that the
financial pinch can readily be felt
whenever you reach your pocket
even to foot a bill for a cup of
coffee, tea or a shoe-shine. What
signifies this ‘tragedy’ of free-
market, the term | venture to call,
is the fact that on top of a
dramatic sky-rocketing of prices
which uncharacteristically
affected both the middle-class
and the poor at the same time,
there has also been
unimaginable inconsistencies of
prices in the same market place.
The reason | call the
phenomenon, the tragedy of the
‘free-market’ is only to draw an
analogy with what Hardin®
(1982) calls, the ‘tragedy of the

India etc. Understandably, the
Ethiopian situation can not be an
exception in this regard.
Nonetheless, taking into account its
relatively ~ lower  degree  of
involvement in the global market
system (excepting the oil market),
whether the Ethiopian situation is
fully explainable in light of the
aforementioned circumstances is
open to debate.

% In fact, | do not subscribe entirely
to his theory of the ‘tragedy of the
commons’.

commons’. As he observes the
susceptibility of an open access
resources to over-exploitation in

the notion of the ‘tragedy of the
commons’, by the same token |
also do observe, in the absence
of the requisite institutional and
physical infrastructure (at least in
the Ethiopian context™) the same
type of susceptibility in abusing
the ‘free-market system’, hence |
call the ‘tragedy of free-market’.
As things stand now, some
market actors evidently seem to
be engaged in the practice of
exploiting the prevailing instable
market  condition to their
advantage.

Despite some effort on the part of
the government to lessen the
impact of market instability
especially on the poorest
segment of the residences of

* One need only to be reminded the
recent 1000% increase on the retail
price of salt in a matter of hours
supposedly  because of some
speculation regarding the supply of
salt. Thankfully, however, the
government was quick enough in
unprecedented manner to put the
situation under control.
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some urban centers such as by
providing wheat at cheaper price
and taking some administrative
measures,  nonetheless the
problem shows no sign of
abating. Consequently, therefore,
a growing dissatisfaction seems
to be prevailing among the
general public. The
dissatisfaction until very recently
has indeed been silent. | suspect
the main reason behind the
silence was an alleged fear of
‘politicizing’ the market. Now the
silence appears to have been
broken by the recent Prime
Minister's 2000 E.C. bi-annual
report to the House of
Representatives and the
operation of the market seems to
be subject to questions. But in
my view, what lies at the root of
the problem is the unquestioned
adoption of the Anglo-Saxon
Neo-liberal free-market model in
its entirety to a totally different
economic, social and cultural
context.

In the social sciences we often
employ the services of some
well-established theoretical
frameworks to point out some
potential problems in real
circumstances and  provide
direction for new investigative
studies. Consequently, in order
to cast some light on the situation
of the current market instability, it
would therefore be of paramount
importance to consider the
following theoretical questions:
How can we make sense of the
confusion that currently prevails
in the market? What is really
behind the unprecedented price
hike in the market? Is it a natural

Vol.10 No. 4
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outcome of the ‘invisible hands’
of the market forces? Can the
simplistic ‘supply-demand’
equation theory offer us some
plausible explanation to the
situation?

This article does not set out to
answer all of these questions. Its
scope, instruments and insights
do not match that of a full fledged
in-depth national study that we
may have to undertake so as to
provide some definite answers.
Instead, it is mainly to challenge
theoretically*? the most
predominant and conventional
rational actor model (the neo-
liberal economic model)
explanation of the current market
instability only as a temporary
and inevitable consequence of
the normal functioning of the
market forces as regulated by
supply and demand equation. In
doing so, it aims to underscore
the significant role played by
some social forces which would
otherwise be regarded as
“residual” factors by neo-liberal
economists in influencing market
transaction. On a pragmatic
level, it will attempt to highlight
the magnitude and complexity of
the current price hikes in the
market and tries to provide
direction for future investigative
studies and policy actions.

There has been a long and an

on-going debate between
> As  Abraham  (2006:19)
convincingly argued in the
‘reconstructed logic’, theory can

serve as a device for interpreting,
criticizing, unifying or modifying
established laws to  explain
momentous social issues.

economists and  sociologists
regarding human behavior in the
market place. The most dominant
view in economics is the rational
actor model which regards
individuals as rational, (albeit
boundedly so), and profit
maximizers. Economic
sociologists however refute this
assumption. Drawing on various

anthropological, social-
psychological,  psychoanalytic,
linguistic and sociological

research findings, they believe
that individual actions can also
be affected by cognitive bias,
limited powers of reasoning, non-
conscious and ambivalent
feelings, role  expectations,
norms, and cultural frames,
schematic classifications, and
myths (Granovetter 2002;
DiMaggio 2002; Reskin 2002).
Economic sociologists recognize
that social forces often affect
reasoning that challenge a strict
rationality assumption. Individual
actions are shaped not only by
the individual actor’'s motives but
also by larger social, cultural and
institutional structures
(Granovetter 2002). In the
framework of human as a rational
being, the pattern of human’s
response is a more or less
standard product, where as in
truth the response may be
subject to tremendous variation.

Economists generally believe
that in a ‘pure’ market economy
what determines prices and
allocation of resources is the
operation of the market forces,
i.e., the ‘law’ of supply and
demand (the relationship of
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supply to demand)®. The idea of
doux commerce, stemming from
the time of Montesquieu asserts
that rational action and exchange
transform people into gentlemen
who automatically follow the
rules of the game and are
trustworthy despite incentives to
the contrary (Guillen et al. 2002).
But, the question that may arise
here is, who makes the alleged
rules of the game, and are these
‘gentle  men’ simply passive
followers of the alleged rule?

This reductionist conception of
the market has been challenged
within the discipline itself. In his
General Theory of Employment,
Interest, and Money, John
Maynard Keynes (1936 as
quoted in Guillen et al. 2002)
argued that “animal spirits” (or
the emotional feeling-states)
could shape economic behavior
above and beyond what a purely
cognitive, rational model might
explain. According to Keynes, the
working of the magic of “animal
sprits” could be exhibited in
situations  when  consumers
borrow more than they should;

® Theoretically when supply exceeds
demand, sellers must lower prices to
stimulate sales; conversely, when
demand exceeds supply, buyers bid
prices up as they compete to buy
goods. The terms supply and
demand do not mean the amount of
goods and services actually sold and
bought; in any sale, the amount sold
is equal to the amount bought, and
such supply and demand, therefore,

always equalizes. In economic
theory, supply is the amount
available for sale, and demand,

sometimes called effective demand
is the amount purchasers are willing
to buy at a specified price (Encarta
Encyclopedia, 2006 edition).
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buy more than they need; when
investors  display  “irrational
exuberance” (Shiller 2000, as
guoted in DiMaggio 2002) and
push price-earning ratios to
historic ~ highs; and  when
corporations borrow, and banks
lend, more money than is wise.

Economic sociologists have also
demonstrated the working of
similar types of economic
behavior in the market in their
theories of “collective mood”.
Guillen and his colleagues (2002)
argue that an exaggerated
collective mood happens as a
response to situations in which
there is a genuine uncertainty of
information regarding the
behavior of others with whom
one is interdependent. DiMaggio
(1994) identifies two types of
collective moods. The first is

what he calls Pluralistic
Ignorance, characterized by
overestimating an interacting

partner’s tendencies to certain
kinds of behavior which signifies
an absence of information flow
between different groups, in
conjunction with a distorted
representation of reality. The
second type of collective mood
which is somewhat opposite to
pluralistic ignorance is
Bandwagon Effect, which
describes the tendencies of
market actors to rush into
conforming to whatever direction
the group as a whole seems to
be heading. Given the current
market reality in Ethiopia, |
assume these theoretical
frameworks may partially explain
the situation on the ground.

In the following section, | attempt
to identify some of the
problematic assumptions in the
conventional rational model
regarding the market which is
bound to distort the real picture
of its functioning. These
problematic assumptions will be
analyzed in light of the emerging
theoretical tools in the social
sciences which seem to be
capable of revealing the
inadequacy of the ‘free market’
model. In my view, this analysis
may have some practical utility in
indicating some potential policy
areas for government actions in
addressing the current market
failures.

1. Voluntary Transaction

One of the core principles in
economics is the proposition that
both parties to an economic
transaction is bi-laterally
voluntary and informed. | should
say, across every branch of the
discipline, economists
instinctively subscribe to this
proposition. But, the main
question we should ask here is,
what exactly does it mean for a
transaction to be “voluntary”, or
not. In demonstrating the
invalidness of this assumption,
economic sociologists refer how
problematic even straight forward
case of “voluntary” is in legal
theory. Are all transactions
voluntary? When you buy some
basic items in the market within
the available price framework, is
it really ‘voluntary’? Do you have
any other option and how wide is
that option? Is it a universal
principle  applicable to all
circumstances at all times? |
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leave the matter to you to
consider what this concept of
“voluntary” really means in your
personal transaction in the
market.

The main problem with this
assumption is that it doesn’t
distinguish the context in which
people get engaged in particular
transaction. Some transactions
may happen  because  of
necessity, out of essential need;
when there is no substitute but to
get engaged in that transaction.
For instance, when a buyer
purchases some basic goods or
commodities, the person does so
because it is a necessity. He or
she can not substitute or defer
the purchase of the goods or the
commodity. In fact, he or she
might explore some alternatives
to maximize his or her personal
benefit in the course of
transaction.  But, still the
alternatives are not open-ended;
it all depends on the range of
choices available for the
transaction in terms of quality,
quantity or price. However, if the
transaction is not on some
essential or basic need, which
could be substituted or deferred,
the transaction may be said
voluntary. Thus, we should
exercise some caution in saying
transactions are voluntary for all
transactions are shaped by the
context in which economic life is
embedded.

2. Power Relationship

Another  problematic  guiding
framework in the economist’s
theory of market is the theory
which postulates that in the
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functioning of a true free market
transacting parties do not hold
power over each other. In this
line of argument, every
transactor has sufficient
alternative parties to transact
with so that any one party can
not determine the terms of the
transaction alone. In my
judgment, this is an outright
denial of the reality of monopoly
power in the market which is as
crystal clear as day light. In
actual fact, the market institution
like any other institution is replete
with varying levels of differential
power distribution. Max Weber
(1968 [1921]) discusses power,
as a position based on
“constellation of interests”, such
as a monopoly position in the
economy. In  my informal
conversation with some actors in
the market, | come to learn that
more often than not it is the
manipulation of this power
(through hoarding, information
manipulation, speculation etc.),
which | call the ‘visible hands’
that often sets the terms of
exchange in the market rather
than the ‘invisible hands’ of the
market forces as purported by
mainstream economists.

3. The Supply-demand
equation

As pointed out earlier, the
unequivocal position regarding

the operation of market among
neo-liberals is that the
determining force for price setting
and allocation of resources is the
interplay of market forces driven
by the supply and
demand. In this proposition, they
attempt to paint the supposed

law of

‘law’ a divine, a super-human
character and accord a ‘magic
power’. They seek to
‘impersonalize’ the real human
beings, (who are actually behind
the supposed laws) who possess
some emotion, social
connections, some habits,
beliefs, values and norms like the
rest of us. In this regard, White
(1981) developed an alternative
influential model of markets as a
‘self-reproducing role structure’,
organized by firms that monitor
one another to decide how much
to produce and the quality level
of their product, thereby finding
profitable niches that enable
them to stay in business. Thus,
according to this line of argument
there is no as such a pure type of
competitive market in the real
world. Different businesses, in
order to sustain themselves in
the market places, tend to shift to
other types of non-market forms,
such as deliberately creating
their own arrangements or
hierarchies (Gullein et al. 2002).

4. The Context of Market

A related issue of controversy
between economists and
sociologists is the question of
contexts regarding markets—
whether markets are context-
free, or “embedded’
context. The rational actor view
of action in the market regards
markets as ‘context-free’ i.e.
markets as being organized only
under the principle of ‘economic
efficiency’. But many of the best
sociological studies undermine
this view by showing that the
organization of market seems to
be subject to multiple motives

in some
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and forms of collective
governance across local and
national cultures. For example,
Albert (1991) demonstrated how
a different logic of market action
works in the Rheinish model in
Germany. Similarly, Gerlach
(1992) revealed another forms of
market organization in the
Japanese model; Hamilton and
Biggart (1988) also brought to
light the Taiwanese and Korean
models. This clearly shows the
hollowness of the context-free
market  arguments.  Indeed,
cultural differences (that means
differences in practices, beliefs,
and understanding) do matter
and may cause market actors to
act differently in different context.
This interpretation suggests the
difficulty of figuring out one “best
principle” for organizing markets,
and, hence, the possibility of
market organization in a way that
better suits the national context.

5. Conclusion

In light of the evidences
demonstrating the prevalence of
various practices and principles
of market actors and
organizations in different
circumstances, | believe, we
should critically examine the
conventional explanation of the
working of the market forces only
through the simplistic and
reductionist supply-demand
equation; and not to take at face
value what is usually regarded to
be the universality of the free
market principles. In the context
of our country, given apparently
the low level of education, civic
mindedness,
responsibility, and the sense of

collective
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unity and integrity among the
majority of the population, there
is sufficient reason on the part of
the government and the public at
large, to closely scrutinize the
operation of the market.

As | attempted to point out
earlier, the current market
instability has rendered some
market actors to be free-riders,
which | called the ‘tragedy’ of the
free-market. And one of the
reasons for this state of affairs
may be the incapability of the
ardent advocates of the principle
(neo-liberalists in the policy
circle, and their spiritual fathers,
the rational actor model
theoretician in the academic one)
to correctly comprehend how the
market functions in real life. More
specifically, they invariably seek
to understand both the function
and malfunction of the free-
market only in terms of the
mechanical working of the simple
supply-demand equation. The
theoretical review made in this
rather short paper, however,
demonstrates that apart from the
conventional market forces there
are other important social forces
and processes that come into
play in the actual functioning of
the market. Nonetheless, the
conventional rational actor model
view of the market fails to take
into account or underestimates
their roles by relegating them as
“residual factors” rather
normal operation of market.

in a

My main argument in this brief
theoretical analysis is that in
order to comprehend the
abnormality of the market in

Ethiopia today, our
understanding of the market
should go beyond the simplistic
supply-demand equation. An
important view in this regard is
the perspective which
characterizes the market as
social arenas where a mixture of
economic, psychological and
social factors and processes
come into play in market
transaction. | feel this framework
would serve as an important
intellectual  tool in  better
understanding and resolving the
various problems exhibited in the
operation of the market.

As | showed in the introduction
section, the present analysis has
not based itself on an account of
empirical and systematic inquiry
of the dramatic developments of
events in the market place which
we are withessing  across
Ethiopia today; nor does it
pretend to provide a prescription
of some panacea to get out of
the current quagmire. The
analysis has been made mainly
in light of an accumulated
literature in  the area, in
combination with personal
observation and experience. The
main message here is to urge the
government to go beyond some
administrative  measures and
guestion the very wisdom of
applying the Anglo-Saxon free-
market model in its entirety to the
existing socio-cultural and
economic context in Ethiopia. At
least it would be naive to leave it
untouched on the understanding
that the market automatically
corrects its wrongs by itself or let
the market forces work their
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‘magic’. Of  course, the
inadequacy and negative
repercussion of the so-called
free-market systems as
advocated by Breton-woods
institution has been long in
circulation.

To conclude, | feel it is high time
to ask for a responsible,
appropriate  and well-informed
intervention to remedy the
wrongs of the market before it
results in an all-out catastrophic
disaster in the society. In order to
do so, however, the first and
foremost important step, in my
view, should be to conduct a
genuine and responsible wide
public debate on the issue, and
undertake a multi-disciplinary,
country-level thorough
investigation so as to identify the
nature and depth of the problem
and accordingly forward some
fundamental short-term®*  and
long-term solutions.
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