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THE LAOS TRADE UPDATE - OCTOBER 2008

It is with great pleasure that the Foreign
Trade Policy Department of the Ministry
of Industry and Commerce (MOIC)
launches the first edition of its bi-annual
newsletter ‘The Laos Trade Update’. This
newsletter will be circulated to both the
Public and Private Sectors as a way of
sharing  information  with  relevant
stakeholders on trade development issues,
in a simple and user-friendly format.
Through this newsletter, we aim to keep
our audience informed and updated on
Laos’s trade policy, ongoing debates and
events in the area of international and
regional trade. This Newsletter also intends
to keep our readers updated on projects
and activities, which the MOIC undertakes
in the area of trade and private sector
development. We hope that ‘The Laos
Trade Update’ will help improve
understanding of trade issues across a
broad spectrum of stakeholders, namely
other government departments, the private
sector, civil society, academia and the
media. This newsletter will focus on the
ongoing World Trade Organization (WTO)
accession negotiations, Association of
South East Asia Nation (ASEAN)
negotiations and ASEAN negotiations with
Dialogue partners, the Enhanced Integrated
Framework (EIF) and other trade related
initiatives and projects.

Trade has been recognized in our sixth
National Socio Economic Development
Plan (NSEDP) as one of the key channels
for Laos to combat poverty and stimulate
economic growth. The first article in the
newsletter will discuss the linkage between
Trade and Growth and its key role in the
National Socio Economic Development
Plan (NSEDP). However, we recognize
that free trade is not a magic wand and that
domestic policy intervention, institutions
and infrastructure can play a central role in
capturing the benefits of Trade.

13

Trade in goods and services have the
potential of fueling growth and ultimately
of alleviating poverty for Laos. However,
the link between trade, growth and poverty
alleviation is neither simple nor automatic.
While the transmission mechanisms
between trade and growth, through export
expansion may seem straightforward, those
between trade and poverty reduction are
complex. The latter depends on the way in
which trade affects income distribution,
employment and adjustment costs, all of
which defines who ultimately are the
winners and losers of trade liberalization.
Our aim is to ensure that trade policies,
projects and any trade negotiation
commitments, which the government of
Laos undertakes will help contribute to
growth and poverty alleviation. It is
expected that the benefits from projects
such as those of the handicraft and silk,
agro processing, wood products, which
were identified in the Diagnostic Trade
Integration Study (DTIS), will allow for a
trickle down effect to the poor and
vulnerable sectors of our society.

Under the Integrated Framework (IF), the
second article in the newsletter, we discuss
MOIC’s efforts over the last four years,
towards building a coherent and integrated
trade assistance programme, as well as a
coordinated aide delivery mechanism - the
National IF  Governance  Structure
(NIFGS). Under the IF process we have
focused on capacity building activities for
the public and private sector, addressing
supply side constraints and building the
necessary institutions and coordination
mechanisms which are essential to help
Laos turn its trade policy into concrete
actions and results. We have set up within
the Foreign Trade Department an IF
National Implementation Unit (NIU),

AUVE LOUILNIVE 19 & 600
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which has been since

September 2007.

On the 8" of August 2008, we launched
the Trade Development Facility (TDF),
which will provide Laos with close to $ 6.8
Million. We are also preparing projects
under the Enhanced IF, which will
contribute to the strengthening of Laos’
Export Competitiveness. | firmly believe
that with the help of the international
community, Laos has a winning chance of
overcoming the supply side constraints,
which o) deeply  affects our
competitiveness and our trading capacity
and of joining the WTO in the near future.
In our third article, we cover the WTO
Accession negotiations. As you may be
aware, we have just completed our 4"
Working Party Accession Negotiations
meeting in July 2008 and although the
work at hand remains challenging, we have
nevertheless made good progress in some
areas. We have during this 4™ Working
Party meeting concluded bilateral
negotiations with the EU on trade in goods.
We will continue working together with
our development partners to streamline all
Trade Related Assistance and actively put
into practice the fundamental principles of
the Paris and Vientiane Declaration for
alignment, coordination, and
harmonization of aid.

in  operation

Finally, I hope that this newsletter will
help  strengthen the communication
between the Ministry and Private sector
including other stakeholders and act as a
useful vehicle for information
dissemination. We believe that trade is all
about the private sector and that an
improved understanding of trade issues
will help our private sector stay attuned to
the dynamic changes occurring in the area
of trade and help them take advantage of
new opportunities and anticipate and
prepare for challenges ahead of time.

H.E. Khemmani Pholsena Vice Minister
of the Ministry of Industry and
Commerce Lao PDR
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TRADE AND ITS LINKAGE TO THE LAO

NATIONAL SOCIO-ECONOMIC
DEVELOPMENT PLAN

Trade is one of the driving forces of
growth. It is the critical link between
producers and consumers in society, both
within and between nations. By trading
internationally, economic welfare is much
greater than when economies operate in
isolation from each other. Countries gain
from additional demand and the
opportunity to specialize in the production
of goods and services in which they are
more productive, while consumers benefit
from increased competition and lower
world prices. In the process, economies
achieve and sustain higher rates of
economic growth than is not possible
without trade. This is the basic argument
for  liberalizing international trade,
primarily through the reduction of tariffs
and elimination of non-tariff measures that
countries impose at their borders against
trading partners. Liberalization is at the
core of the multilateral trade negotiations
under the (WTO). However, we are seeing
today a paradigm shift - from the
neoclassical focus on gains from trade and
efficient allocation of resources through
free market forces, to the growing
recognition  that  domestic  policy
intervention and addressing supply-side
constraints have a central role to play in
capturing the real potential of imports and
exports. Trade, we agree, is not an end in
itself but a means to an end - the end being

sustained economic growth, political,
social, cultural and  technological
development, and ultimately poverty
alleviation.

Recognizing the benefits of a market
economy, Laos altered its economic course
and embarked on the New Economic
Mechanism (NEM) in 1986. Since then,
Laos has pursued a gradual, but steady,
move towards a modern market economy.
Laos” major market reforms have been
spearheaded by its efforts to join ASEAN
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and its current WTO  accession
negotiations. These reforms and policy
shift have been articulated in the 6" Five-
Year NSEDP covering the period 2006 -
2010. Most indicators and targets set in the
NSEDP coincide with those for the
Millennium Development Goals (MDGS)
and the Brussels Programme of Action for
the LDCs during 2001-2010.

The NSEDP envisages the achievement of
poverty reduction through a combination
of broad-based growth and focused
poverty-reduction interventions. In
addition to maintaining a sound
macroeconomic framework, the four key
pillars of the plan are:

i)  Human-development-driven
economic growth;

i)  Competitiveness, trade and regional

integration;

Social development and focused

poverty reduction interventions; and

iv) Institutional capacity  building
development

The second pillar of the NSEDP clearly
recognizes the importance of trade as a
tool for economic growth and poverty
alleviation. The NSEDP paves the way for
implementing 11 programs and 111
projects identified and adopted by the
government of Laos (GOL) in May 2006.
The objective of these programmes and
projects is to raise the country's per capita
income by three folds, diversify
production, export base, and improve
social and human development. To this
end, Laos aims to sustain an average
growth rate of around 7 percent per year
and maintain equitable development
among the three main sectors of the
economy i.e. agriculture, industry and
services. One of the main elements
expected to drive this growth process is
exports, which are projected to grow at
about 18 percent per year. Thus is can be
seen that the GOL growth strategy is
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essentially linked to its trade and private
sector policies and reforms.

THE INTEGRATED FRAMEWORK IN LAOS

Conference in
Singapore in December 1996, WTO
Ministers adopted the Comprehensive and
Integrated WTO Plan of Action for the
Least-Developed Countries. This Plan of
Action, aimed at improving the overall
capacity of least-developed countries to
respond to the challenges and opportunities
offered by the trading  system.
Subsequently, the Plan of Action was
translated by the WTO, United Nations
Conference on Trade and Development
(UNCTAD) and International Trade Center
(ITC) Secretariats, in collaboration with
the staff of the International Monetary
Fund (IMF), the World Bank and the
UNDP, into the Integrated Framework

(IF).

The IF was set up to provide LDCs with
trade-related technical assistance,
including human and institutional capacity
building, for supporting trade and trade-
related activities. It also includes support
to enhance the supply response of these
countries. The IF has been in existence for
over 10 years. Over this period, the
international development community has
repeatedly, renewed its commitment to the
IF Process. In November 2001, at the
fourth WTO Ministerial Conference, trade-
related assistance was acknowledged as a
major theme of the Doha Development
Agenda (DDA) and strong commitments
were made to provide greater and better
assistance. In the 2001 Doha meeting, the
“WTO Ministers endorsed the Integrated
Framework for Trade-Related Technical
Assistance for Least Developed Countries
as a viable model for LDCs’ trade
development”. Over the last 5 years, a
number of evaluations of the IF have been
undertaken and all have pointed to the

At their first Ministerial
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need for improving country ownership and
increasing the level of funding through the
IF process. At the 2005, WTO Hong Kong
Ministerial meeting it was therefore
decided that the IF needed to be
reengineered to meet the changing and
growing needs of LDCs. In May 2007, the
Integrated Framework Working Group
(IFWG) and the Integrated Framework
Steering Committee (IFSC), which are the
two main IF governing bodies, adopted a
package of recommendations to start the
implementation phase of the enhanced
Integrated Framework (EIF).

Snap shot of the IF Process

Objective: (i) Mainstream™ (integrate)
trade into the national development plans
such as the NSEDP; (ii) Assist in the
coordinated delivery of trade-related
technical assistance in response to needs
identified by the LDC; (iii) Assist LDC in
addressing supply side constraints with a
view to boosting domestic and
international trade.

Principle - The IF is built on the principles
of country ownership and partnership.

Agencies WTO, IMF, ITC, UNCTAD,
UNDP, World Bank

The IF Process in Laos - 4 stages to the
IF Process:

The first stage of the IF is the admission
phase, whereby a country makes a request
to the IF Secretariat, which is based in
Geneva, to become a member of the IF. In
2004, Laos was admitted to the IF. Once
admitted as an IF member, the second
stage involved the preparation of the
Diagnostic  Trade Integration  Study
(DTIS). This study identified the key
obstacles faced by Laos in expanding trade
and export opportunities and in making
trade as an engine for growth and poverty
reduction. As part of the IF process, the
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DTIS developed an integrated strategy and
action plan to enhance Laos’ integration
into the global economy and help boost its
exports. The DTIS and this Action Matrix
were validated during the National
Validation Workshop on 12 September
2006, following extensive stakeholder
consultations. H.E. Dr. Nam Viyaketh,
Minister of Industry and Commerce
chaired the workshop, in the capacity of
Deputy Chair of the WTO/IF National
Steering Committee.

Figure 1 — 4 stages of IF Process
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Window 11 Of DTIS

Funding

Once the DTIS was validated, Laos moved
to the third stage of the IF process and was
eligible to access 1 million US$, which
was  destined to  kick-start  the
implementation of projects identified under
the Action Matrix. This funding is referred
to in the IF jargon as “Window II’ funding.
The MOIC is currently at the forth stage of
the IF process, which involves the setting
up of a comprehensive plan for funding the
activities of the DTIS, through
mobilization of donor funding. The MOIC
very recently launched a US$ 6.8 million
multi  donor trust fund, the Trade
Development Facility. This program will
provide technical assistance to government
agencies; strengthen capacity  of
institutions;  build  human  resources
capability in the country; and support inter-
agency and sector-wide coordination.
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Implementation of the Action Matrix

Below are the four projects, which have
been selected for funding under the IF
Window II.

® Institutional Strengthening of the IF
coordination and  implementation
structures

®  Capacity building & WTO accession
support to Laos.

® Support the shift of the Garment
Industry from Cut, Make and Trim
(CMT) to Free on Board (FOB) selling
arrangements.

® Capacity building for Department of
Import and Export

Funding has also been mobilized through
the TDF to finance the other priority
projects, which have been identified in the
Action Matrix. These priority projects cut
across a number of areas, from customs
reform to Sanitary and Phytosanitary
(SPS), and passing through export
competitiveness. The TDF is the first
coordinated development partners’ effort
to support the Lao Government’s strategy
to increase growth and improve export
competitiveness as spelt out in the
Diagnostic Trade and Integration Study
and Action Matrix. By establishing the
TDF, Lao PDR has become the first IF
participating country to set up a
coordinated locally managed facility for
implementation of the DTIS Action
Matrix.

The MOIC is also amongst the first IF
countries to have set up a coordinated aid
delivery system, which aims to assist the
GOL in the implementation of Window I
projects and other projects, to be
implemented in the context of the IF. As
part of this system, the MOIC has set up,
within  the Foreign Trade Policy
Department, an IF National
Implementation Unit (NIU). This unit will
work in tandem with the various
beneficiaries of the IF projects and will be
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responsible for project management and
overall implementation of the IF projects
and other projects such as those under the
Trade Development Facility.

IF Workshop in Vangvieng, September
2008

THE ENHANCED INTEGRATED

FRAMEWORK (EIF)

The latest development in the IF is that as
from September 2007, the current IF will
be replaced by a revamped facility dubbed
the EIF. The new IF will provide LDC
with:
a) Increased, additional and
predictable financial resources
b) Strengthened in-country capacities
to manage and implement the IF
c) Enhanced IF governance

Like the IF, the EIF is expected to function
as a catalyst in mobilizing resources for
larger-scale programmes emerging from
LDCs priorities. The main differences of
the EIF are in the increased amount of
funding being made available and in
strengthening Government Ownership of
the EIF Process. The core principle under
the EIF, as with the IF is that the process
should be country-driven. Under the EIF,
the governance structure has been revised,
to enable countries to assume greater
ownership. The IF has shown that the lack
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of country ownership was one of the main
obstacles to the effective implementation
of the IF. According to the EIF Task Force
(Geneva based), this was primarily due to
weak capacity in trade mainstreaming and
insufficient coordination and cooperation
between government ministries and
stakeholders.

The EIF will consist of two tiers:

- Tier 1. funding that provides
resources to eligible countries for
core  function  support  costs,
including  support for DTIS
production and updates. It may also
partially cover staff costs for NIU.
The EIF recommendations suggest
making available $77 million under
Tier 1.

- Tier 2: funding for project
preparation, feasibility studies, or to
jump-start high priority projects
identified in a recipient’s DTIS.
Larger projects will need financing
outside of the IF. The IF Task Force
estimated that an amount of US$320
million is available for Tier 2
interventions.

On April 9, 2008, United Nations Office
for Project Services (UNOPS) was
selected as the Trust Fund Manager (TFM)
of the EIF. UNOPS is an UN agency with
headquarters in Copenhagen, Denmark
and also has an office in Geneva and
regionally. It is expected that the TFM
activities will be handled out of the
Geneva office by staff dedicated to the
EIF, supported by regional offices in
Africa and Asia. The EIF board and
UNOPS will communicate a timetable for
the operationalization of the EIF Trust
Fund.

18

THE EIF STRUCTURE

% IF Steering Committee

i | [ ]

iﬁ IF Board o [=]

g | 5 ezl
g H‘Emwu|amt % %

" National Steering Committee & ;

-] | -

§E : National Focal Point [ ]
1 i T T S

gg [ m}'fﬂ'* = ' ! " © = Siakshelder Process EI

g Facilestor Commiter

WTO MEMBERSHIP — LAO PDR
ACCESSION NEGOTIATIONS

Laos WTO Accession Dissemination
Workshop in Houaphan Province,
September 2008

The WTO, created in 1995, is the
successor to the General Agreement on
Tariffs and Trade (GATT), which was
established in the wake of the World War
Il. The WTQO’s main objective is to help
trade flow, smoothly, freely, fairly and
predictably. This it does through the
establishment of a rule based multilateral
trading system negotiated by its members.
As of December 2007, the WTO counted
152 members, with Cape Verde as its
newest member. There are currently 28
countries, which are negotiating accession
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to the WTO, including Lao PDR. Lao PDR
submitted its application to the WTO in
July 1997 and was granted official
observer status. According to Article XII
of the WTO Agreement, any state or
separate customs territory wishing to
accede to the WTO may submit a request,
indicating the intention to join the
organization. The General Council
considers applications and decides on the
establishment of a Working Party. The
Working Party for Laos was established in
February 1998.

The first substantive phase of the Lao
accession process began with the
collection of information on its foreign
trade regime, describing, among other
things, its economy, economic policies,

domestic  and international trade
regulations, and intellectual property
policies, etc. This information was

complied in a Memorandum on the Lao
Foreign Trade Regime, which Laos
submitted to the WTO Secretariat in March
2001. The second substantive phase of the

accession process consisted of the
Working Party members submitting
written questions to Laos, requesting

clarification on its foreign trade regime.
The Working Party conducted a factual
examination of Laos’ trade regime
focusing on issues of discrepancy between
the applicant’s international and domestic
trade policies and laws, and WTO rules
and laws. The government of Laos
responded in writing to the questions
raised by the Working Party members.
The final stage of the accession process
will consists of a series of multilateral and
bilateral negotiations between Laos and
WTO members. This will involve the
detail negotiations of the terms of
accession on both rule making and market
access. The negotiations on rule making
are usually undertaken multilaterally in the
Working Party meetings, and aim at
bringing the Applicant's trade regime into
conformity with WTO agreements. In
parallel to the multilateral track, bilateral
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negotiations are also conducted on market
access on goods and services.

Over a 5-year period, Laos has held four
Working Party meetings: the first in
October 2004, the second in November
2006 and the third on November 15" 2007
and the last one was on July 4" 2008. In
tandem with the WP meetings Laos has
completed three rounds of bilateral market
access negotiations. The last round of
bilateral talks took place in the margin of
the 4™ Working Party meeting in July 08,
during which Laos concluded with the EU
its negotiations on trade in goods. To date
Laos submitted the replies to three sets of
questions as well as checklists and a
legislative action plans on agricultural
subsidies, customs valuation, sanitary and
phytosanitary, technical barriers to trade,
and intellectual property. In 2007, Laos
added an offer on services to the one on
market access for goods, which was
submitted in 2006, along with more details
on the reforms, which it is undertaking
with respect to price control and on import
and export prohibitions and licensing.
Since the last meeting, Laos has improved
its market opening on goods and services
and a factual summary of the points raised
was also discussed this year at the fourth
Working Party Meeting. This document,
which still has to evolve through some
more stages, will form the basis of what
will be the ‘draft Working Party report’
and eventually the final agreement as a
protocol of accession. It is worth noting
that at the July 2008 4™ WP meeting, the
Government of Laos as an LDC requested
under the ‘enabling clause’ i.e. GATT
Article XXI1V, that it be granted a longer
transition period for WTO implementation
in the areas of customs valuation, SPS,
TBT and TRIPS. The government plans to
organize the fifth Working Party meeting
and continue bilateral market access
negotiations in the first half of 2009.

Whilst Laos has been making steady
progress in its talks to join the WTO, there
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remains an important body of work to be
completed before Laos can clinch the
‘deal’. The final stage for the Lao
accession negotiations will culminate in
the Working Party, finalizing the ‘draft
working party report’ together with a draft
Decision and Protocol of Accession - both
of which will then be forwarded to the
Ministerial Conference or the General
Council. This Protocol, is a single package
of agreed commitments on rules,
concessions on goods, and specific
commitments on services, sets out the
terms on which the Applicant is invited to
join the WTO. Following Members’
adoption of the Report and approval of the
draft Decision, the acceding government
becomes a Member of the WTO thirty
days after it formally accepts its Protocol
of Accession by ratification by its National
Assembly. Laos expects to accede to the
WTO with the terms and conditions
commensurate to its LDC status as
recognized under the General Council’s
2002 Decision on LDC Accession. It also
requests for transition period and technical
assistance in the areas of customs
valuation, sanitary and phytosanitary,
technical barriers to trade, and intellectual
property. When Laos joins the WTO, it
will be the 10th and final member of the
Association of Southeast Asian Nations
(ASEAN) to do so.

THE PRO AND CONS OF JOINING THE

WTO AND ITS IMPLICATION FOR LAOS
—TL N
Bo18 1) g

o

o

WTO Hoq Kong Miniserial Meeting in

2005
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The past 60 years have seen an exceptional
growth in world trade. Since 1950, the
volume of trade and merchandises grew 27
times, this is three times faster than world
output growth. Whilst the GATT and the
WTO have helped to create a strong and
prosperous trading system contributing to
unprecedented growth, the benefits have

not spread equally to all countries.
Economic theory posits that overall
welfare is improved through trade
liberalization, but trade liberalization
creates winners and losers. A complex set
of political, economic, social and
conjectural ~ factors  influences  the

distribution of cost and benefits of trade.
Joining the WTO will generate both
benefits and costs to Lao PDR. The way in
which the Lao government will craft its
accession package will determine whether
the overall benefits will outweigh the
costs. There are 10 widely cited benefits,
which the WTO Secretariat claims make it
worth joining the WTO and these are:

The system helps promote peace

Disputes are handled constructively

Rules make life easier for all

Freer trade cuts the costs of living

It provides more choice of products and

qualities

Trade raises incomes

Trade stimulates economic growth

8. The basic principles make life more
efficient

9. Governments are shielded from
lobbying

10. The system encourages good

government

SAESCSISH

~No

In the case of Laos, a ‘Landlocked Least
Developed Country’, which is transitioning
from a planned economy to a market based
economy, membership to the WTO,
confers a number of political and economic
benefits. Firstly, the government of Laos
can use the ongoing accession negotiations
to push forward it domestic reforms and
undertake legal and structural reforms
needed to integrate the international
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trading system and improve its export
competitiveness. Laos has been
undertaking a number of reforms, some of
which are partly motivated by its ongoing
WTO accession as well as its commitments
taken in the context of ASEAN and all
these contribute in improving Laos
’competitiveness and its ability to integrate
the international trade system. Thus, WTO
accession can be an effective lever to
promote  trade liberalization  and
substantive regulatory reform. Below are
some of the key ongoing reforms, which
Laos has undertaken or are in the process
of undertaking:

e Adoption of Laws: such as value added
tax, budget law and labour law

e Forthcoming laws and regulations:
aiming to be compatible with the WTO

e.g. national treatment and non-
discrimination  among its members
including on: import and export

procedure, pricing, investment, foreign
exchange, veterinary regulations, value
added tax, standards, and intellectual
property

e Trade policy: a revised shorter list of
export - import goods subject to control
or prohibition (October 2006), tariff
cuts under the ASEAN Free Trade
Area and work with ASEAN members
on non - tariff barriers

e World Customs Organization: Laos has
joined the World Customs
Organization, and adopted a decree to
implement the new Customs Law. A
proposed similar decree for value
added tax is in its final stages

e Finance: a Commercial Bank law was
passed in December 2006; amendments
expected soon on regulations on

managing foreign exchange and
precious metals
Secondly adhering to the rules and

regulations of the WTO will provide Laos
with a more predictable access to foreign
markets, thus making it a more stable
environment for the private sector to invest
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in export - oriented businesses. Economists
would also point to the benefits that flow
from better foreign access to the acceding
nation’s markets, specifically in terms of
lower prices and a greater variety of
imports. Another economic rationale is that
to enter the “WTO Club’, its prospective
members have to undertake a number of
reforms in the area of business and
investment climate, which aim at providing
the stable, transparent and predictable
business environment and which will help
Laos attract more foreign  direct
investment. WTO membership confers to
its members a kind of seal of approval
recognized by the international business
community and gives a powerful guarantee
to investors that there will be no policy
reversals. Ultimately, improvement and
expansion in export market and increasing
Foreign Direct Investment (FDI) will all
contribute to job creation, growth and
poverty alleviation for Laos.

Thirdly, as a member of the WTO Laos
will be able to access the WTO dispute -
settlement system, this is an increasingly
important legal mechanism for small
countries. The Disputes Settlement Unit
(DSU) specifically refers to developing
country Members and provides for special
rules applicable to disputes involving a
developing country Member and these
rules providing special and differential
treatment to LDC and DC. Under the
Dispute Settlement system, all Members
have equal access and decisions are made
based on rules rather than based on
economic power. Such as system claims to
empower developing countries and smaller
economies by placing “the weak” on an
equal footing with “the strong”. In this
sense, any judicial law enforcement system
benefits the weak more than the strong
because the strong would always have
other means to defend and impose their
interests in the absence of a law
enforcement system.

Whilst becoming a WTO member confers
a number of advantages, the challenges,
which a small country like Laos faces as it
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prepares to become a member of the WTO,

should not be underestimated. The
accession process of the WTO is onerous

for the LDCs that lack the human
resources and technical capabilities
required by the process. The reform

process puts pressure on the already scare
resources of the Lao government and the
cost of compliance to rules and regulations
in the area of SPS and Trade Related
Aspects of Intellectual Property Right
(TRIPS) is high and complex for small
LDC like Laos. Newly acceding countries
are increasingly asked to set their tariff
bindings at levels below the ceilings
agreed to during earlier Uruguay Round
trade negotiations. In other words, recent
WTO members have had to open their
markets more fully to imported goods than
did earlier entrants into the multilateral
trading system. This has serious
implications for local labour markets,
especially in industries that must compete
with imported goods and services in the
local marketplace and this is particularly
problematic for a country with a weak
industrial base such as Laos. Tariff
reduction also has important fiscal
ramifications. The tax base in LDCs is
usually narrow, relying heavily on import
taxes and duties, and reducing tariffs can
seriously impair government’s national
budget and its capacity to finance its social
expenditure. The GOL in anticipation of
revenue losses, which it will incur, both
through  ASEAN  tariff  reduction
commitments and those that will kick in
upon accession to the WTO, have
introduced Value Added Tax in 2007.

As an LDC Laos can benefit from a
number of special conditions, under the
GATT’s enabling clause. The ‘Enabling
Clause’ constitutes a comprehensive
specification of special and differential
treatment for developing and least-
developed countries and it amounted to a
permanent waiver from the Most Favor
Nation (MFN) clause. Laos can also have
recourse to longer transition periods as per
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the General Council’s 2002 Decision on
LDC Accession. Developing countries
need not see themselves as merely at the
mercy of existing WTO members during
the accession process. Concrete steps have
to be taken by the GOL before, during, and
after the WTO accession process to push
the ratio of costs to benefits in a pro-
development  direction.  Thus, the
overriding goal for Laos will be to choose
the mix national and international
initiatives that best meet the country’s
development objectives.

—/
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