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Abstract

This paper has discussed some of the key issues considered important for Tanzania to assume development gains from international trade institutions and trade negotiations. These include lack of analytical support (strategic policy research), weak information dissemination, lack of key (especially negotiation) skills, inappropriate strategic goal and lack of financial resources. It is argued that, for international trading system to produce serious gains to Least Developed Countries (LDCs), the respective institutions should support fair practice of international trade rules, cooperate with other institutions to address development challenge and assist LDCs government in correction of market failures associated with trade. Finally, international trading system should promote trade policy dialogue and capacity building for trade independent of the WTO discourses. 

1. INTRODUCTION

Top in the trade agenda of a developing country such as Tanzania are two important issues. First, is the need to successfully integrate in the global trading system by raising level of trade competitiveness with a support of international trade institutions such as the WTO or various trade provisions and negotiations Second, how to make trade pro-poor by identifying trade-poverty linkages and addressing developmental challenges brought about by trade expansion. Tanzania has just launched its New Trade Policy that is well suited to address these two concerns. Trade negotiation has been an important area of concern for LDCs government given the existing weak negotiation capacity, but also because it is one of the means to achieve more gains and fairness in the international trading system. Tanzania is currently involved in the final stages of a series of negotiations designed to restructure its major trade agreements. The most important are within the East African Community (EAC) and the Southern Africa Development Community (SADC). Further trade negotiations are scheduled to take place under the EU-ACP Cotonou Convention (Regional Economic Partnerships Agreements) in addition to the usual WTO conferences.

This paper discusses some of the key issues considered important for Tanzania to assume development gains from international trade institutions and trade negotiations. The discussion therefore focuses on two related issues. First, how Tanzania can increase gains from international trading system? And, secondly, how can Tanzania benefit from international trade negotiations. These two questions are therefore discussed in sections 2 and 3 respectively; and a brief conclusion in section 3.  It is argued that, unless the current imbalances in international trading system and negotiation are addressed, the benefits of trade negotiations or international trade to the LDCs will continue to be disputably dismal. 

2.
HOW TANZANIA CAN BENEFIT FROM INTERNATIONAL TRADING SYSTEM?

(i)
Trade Policies and Reforms

The Tanzanian economy is struggling to emerge from the confines of import substitution and a protected domestic market resulting from the inward looking policies of the 1970s and 80s. Export orientation is unquestionably accepted as imperative reflecting the successful experience of the Newly Industrialising Countries (NICs) in export-led growth. As is the case with most LDCs, there is imminent danger of marginalization in the emerging global economy, in spite of being a founding member of the WTO and participation in several regional integration schemes i.e. the EAC, SADC and COMESA, and notwithstanding a relatively rich resource endowment. 

For more than two decades, Tanzania's foreign trade has been characterized by a persistently large trade deficit stemming from intermittent stagnation and decline of exports against a trend of growing imports. Concerted efforts in economic revival have led to increased imports largely attributable to capital investments in a rapidly growing mining sector; and favourable import regime due to trade policy reforms, while exports exhibit a fluctuating trend, including a steady decline over the past three years, 1997 to 1999.
This trend has prevailed in spite of extensive policy reforms including the restructuring of the productive and service sectors and reflects the unchanged structure of an economy that has remained dependent largely on a traditional agricultural sector. For almost two decades the manufacturing sector has remained small, contributing about 8% to GDP. Its performance in exports has remained equally low at an average of 13.8% for the period 1995- 98. 

Two bright spots relate to the mining and tourism sectors, which have demonstrated a strong growth trend in the recent past. In 1998, the mining sector grew by 27% and contributed 15% to exports. The tourism sector shows vast potential and of recent has been contributing more than 50% to earnings of the services sector, based on an average growth rate of 16% over the past three years. Actual earnings amounted to US$342 million from 360,000 visitors in 1997. The consequences of declining exports and increasing imports is a widening trade deficit.

Poor performance in export trade is a consequence of problems facing the traditional sector including: high susceptibility to the vagaries of nature, declining terms of trade, little value adding prior to exporting, and lack of concerted measures and initiatives at diversifying the export base. The consequences of this trend in the face of globalization and the submergence of the domestic market are apparent. Export-led growth remains the 21st century engine of growth and development, more so for LDCs to whom the attainment and sustenance of dramatically high rates of growth is an imperative rather than a desirable target. For instance, World Bank projections on poverty indicate LDCs will have to experience minimum growth rates of about 7% for the period up to 2015 if they are to stem an increase in the proportion of population living in poverty. 

The solution to this daunting problem is the implementation of strategies that focus on the development and growth of the export sector, for both merchandise goods and services, as a priority. The solution lies in the establishment of national competitive platforms for select product lines and categories of services for which specific LDCs have a combination of unique comparative advantages, potential access to otherwise difficult markets, and can attract both domestic and foreign investment through aggressive policies. It is a solution, which requires committed assistance from the international community and multilateral development agencies, good governance and dynamic policies from governments and acceptance of reasonable returns for hard work and diligence by the private sector. Further these roles have to be fulfilled pro-actively in a spirit of continuous co-operation and co-ordination. 

(ii)
A Need to Correct Imbalances in the international trading systems

There have been imbalances in the multilateral trading system, and the WTO in particular. The industrialised countries have taken unilateral initiatives to safeguard their own interests in the global market place without necessary obligation to developing countries concerns. At the same time, not much leverage exists for LDCs to do so, first given their low level of income (which has even affected their capacity to trade or negotiate). Second, historically, their trade performance is not independent of trade provisions by the former; and may also be linked with the broader requirement for policy reforms; and finally they have weaker negotiation position in the international trade system (WTO). Often, the S&DT is necessary but not sufficient to guarantee LDCs of their competitive positions in the global trading system.  One good and over-cited example in WTO literature on trade in goods, is the thorny issue of agricultural subsidies that rich countries offer to their producers to artificially make them competitive over exports from LDCs. Sectors of export interest to developing countries have remained highly protected in the OECD countries, particularly agriculture. 

The developing countries' main expectation of benefit from the Uruguay Round was that at last the agricultural sector would be opened to their products. However the sector remains closed. Tariffs of many agriculture items of interest to developing countries are prohibitively high (some are over 200 and over 300 per cent). Domestic subsidies in OECD countries have risen from US$275 billion (annual average for base period 1986-88) to US$326 billion in 1999 (according to OECD data) instead of declining as expected as the increase in permitted subsidies more than offset the decrease in subsidy categories that are under discipline in the Agriculture Agreement.

The international trading system is characterised of double standards between developed and developing countries. Developed countries have also not lived up to their liberalisation commitments, yet they still proclaim that it is unquestionably beneficial for developing countries to liberalise their imports and investments as fast as possible. Developing countries are asked to bear for a little while the pain of rapid adjustment which is surely good for them after a few years, whereas the developed countries which advocate this policy themselves ask for more time to adjust in agriculture and textiles which have been protected for so many decades.

Implementing their obligations under the WTO Agreements have brought many problems for developing countries. These problems include the prohibition of investment measures and subsidies, making it harder to encourage domestic industry; import liberalisation in agriculture, threatening the viability and livelihoods of small farmers whose products face competition from cheaper imported foods, many of which are artificially cheapened through massive subsidy; and the effects of a high IPR regime that has led to exorbitant prices of medicines and other essentials, to the patenting by Northern corporations of biological materials originating in the South; and to higher cost for and lower access by developing countries to industrial technology. These problems raise the serious issue whether developing countries can presently or in future pursue development strategies (including industrialisation, technology upgrading, development of local industries, food security and maintenance of local farms and agriculture, and fulfilment of health and medicinal needs).

All these problems arise from the structural imbalances and weaknesses of the WTO Agreements. There is now an urgent need to redress the imbalances and problems. Surely the WTO was not created with the intention to hurt the majority of its Members or deprive them of development. Unfortunately the developed countries have so far not responded positively. Their attitudes seem to be that the developing countries entered into legally binding commitments and must abide by them however painful; any changes requires new concessions on their part. Such an attitude does not augur well for the WTO, for it implies that the state of imbalance will have to remain.

Like other developing countries, Tanzania has several demands from the international trade system (see Baobab Connection, 2003). Below we identify four of these demands and discuss them in line with what we consider to be important recommendations on how we can increase gains from the international trading system.

 (i) Fair Practice of International trade rules
In the interest of democracy, the developing countries should be adequately involved and take proactive position in making or reviewing these rules lest they will be established substantially by and for rich countries. Two challenges are particularly important here. First is how WTO (and UNCTAD) can develop into instruments of development in LDCs through global trade provisions, and increase the leverage for LDCs to influence their trade performance. Too often, Northern governments have failed to practice what they preach on trade issues. For example, they argue for free trade, yet erect barrier against imports from developing countries. A new and pro-poor trade regime requires a change of mentality among the rich and powerful. Otherwise it will be difficult to defend fairness in the international trading system.

(ii) Cooperation and mutual responsibilities
Competition can spur innovation, wealth creation and greater efficiency, but it can also affect the poorest and the disadvantaged as some “side effects” of the competition medicine. These side effects can be as enormous in LDCs as there persist rural poverty; cost of which is largely born by a responsible government. The international trading system through its institutions would design effective means of either reducing these effects (e.g. by deliberately promoting small-scale labour intensive farming) or alleviating their consequences (e.g. poverty reduction financing). The income gap between rich and poor continues to widen. Improving equity must be central to future trade policy formulation. Although much effort has been done in the later, its usefulness relative to the former is debatable. After all, poverty eradication is a general rather than trade specific obligation of international trade institutions since a key objective of trade policy is to improve standards of living. 

(iii) Correction of Market Failures

Exercise of global trade system should not be executed on market principles alone – rather comprehend possible existence of some market failures and the complex diversity of the globe. Free trade should not be pursued at the expense of economic, social, biological or cultural diversity. A one-size-fits-all approach to international trade policy is not compatible with the need for nations to democratically establish own standards and norms and protect their public interest. Such issues cannot be addressed by the market mechanism typical of the multilateral trade system.

(iv) Trade Policy Dialogue and Capacity building for trade negotiations

Inter-governmental negotiations are vital to addressing the current imbalances in the international trade system. However, such negotiations have to be significantly different from the typical “ministerial” conferences by providing for a fora to a to discuss broader international trade policy without bias to WTO operations. The internal trade institutions should design innovative means to build capacity for LDCs to negotiate confidently, either by structuring the negotiation frameworks/processes in favour of LDCs or/and directly training and funding negotiators for LDCs. 

3.
HOW CAN TANZANIA BENEFIT FROM TRADE NEGOTIATIONS?

Tanzania is currently involved in the final stages of a series of negotiations designed to restructure its major regional trade agreements. The most important are within the East African Community (EAC) and the Southern Africa Development Community (SADC). Further trade negotiations are scheduled to take place under the EU-ACP Cotonou Convention (Regional Economic Partnerships Agreements - EPA) and under the WTO. Under the Cotonou agreement, each of the ACP countries is required to negotiate an EPA with the EU through a regional body (in the case of Tanzania, either EAC or SADC). The agreement begun negotiations with regional grouping in September, 2003; and envisage to enter into force in 2008. The aim is to have a fully WTO-compatible FTA by the year 2020.

One of the main features of the proposed Economic Partnership Agreement - EPA (as part of the 2000 ratified Cotonou agreement) between the EU and the ACP countries is explicit provision for involvement of the Non-State Actors - NSA. The innovation for inclusion of NSA in the EPA model is a welcome idea, but one with formidable challenges for Tanzania given the state of its NSA sector. Kweka (2003b) reviewed the state of NSA involvement in the Cotonou issues for Tanzania, and identified key challenges for this as: the need for NSAs to get organised, receive government recognition and seize capacity building opportunity. These challenges are gradually surmountable but the time frame hoped for NSA to deliver is unsurprisingly too short as negotiations for Cotonou agreement are just around the corner. 

However, for the purpose of this paper, we will focus our discussion on regional negotiations – EAC and SADC. It is important to note, however, that the private sector’s interest organizations are involved in these negotiations in several ways. These include formulating and presenting to the Government the position of their respective members, participation in the national negotiating teams, keeping their members informed on the results and implications of the negotiations, and assisting their members to adjust to the envisaged effects of the negotiation results.

In general, both the government and the private sector face several problems in negotiating effectively during the EAC, SADC and EU/ACP trade negotiations. The main areas of support identified require analytical, informational, legal, strategic and negotiating skills as well as financial resources.

(i)
Analytical Support

Analytical work forms the foundation on which the negotiators can base their negotiating positions, on which the government can formulate complementary policies, and on which firms can decide how to reorient their products and operations. The schedule for the EAC and the SADC negotiations in particular, require prior analysis by Tanzania in several areas. 

The analytical support is especially needed to evaluate impacts of the various regional bodies in which Tanzania is a member relative to the obligations in the multilateral trading system. Under the EAC, these include analysis of the potential for equal distribution of the benefits of trade, the development of concrete compensatory measure if necessary, the optimal regime under the EAC which is consistent with Tanzania’s SADC and WTO obligations, and the optimal timing for a free trade area and common external tariff. 

Under SADC, analysis is needed on the static and dynamic impact of tariff reductions under SADC trade protocol given the entry of South Africa in SADC and its re-integration in the world economy. In addition, many countries forming SADC are also members of other regional bodies. For instance, the implications of the impact of the EU-SACU Free Trade Agreement for Tanzania, and the impact of rules of origins on key industries likely to be affected. A general concern in most “impact assessments” of regional integration is consideration of the implications of tariff reductions and complementary measures to ensure the revenue base is not compromised

In both the EAC and SADC negotiations, an understanding of essential industrial sectors and their competitiveness is necessary, which may require additional analysis. The Tanzania private sector, donors, academics and both the EAC and SADC negotiators have carried out a range of analytical work on several of these issues. What appears to be missing is a focussed discussion of what the results of the various studies imply for Tanzania in terms of concrete negotiating positions as well as the required complementary policies.

(ii)
Information Dissemination Support

There appears to be insufficient knowledge of economic policy literature regarding regional integration and globalisation as a whole in both the private and public sectors. Insufficient knowledge about the economic performance of the other partner states and the cost structure in their manufacturing activities exacerbates the level of risk in negotiation. Such information would help to detect the possibility of subsidized costs of production and dumping, necessary for negotiating safeguard measures to protect the domestic manufacturing sector.

The private sector lacks knowledge about Tanzania’s opportunities that can be exploited in the wider market being created through regional integration; for both in the short term and long term. The uncertain view of potential opportunities creates scepticism on the Tanzanian side about regional integration, as there is a perception that Tanzania would incur net losses in the distribution of benefits of integration. This scepticism can only be defeated if examined with concrete evidence.

An information database should thus help fill these gaps. Dissemination of the analysis will also require a pro-active ongoing effort as the status of negotiations changes. Finalization of the establishment of the East African Data Centre that is under process and its inter-linkage with Partner States Data Centres could greatly assist accessibility to information necessary for the formulation of national positions in negotiation.

Support is required for the provision of working facilities such as computers and familiarity with computer packages that can be used to analyse trade information in preparing national positions for trade negations. Support is also required to enable the private and public sector keep up to date on the actual performance of the domestic economy and the economic performance of the other Partner States. The public and private sectors also require support to enable them to conduct meetings and workshops to disseminate information on the activities of regional and multilateral organizations and advantages of Tanzania’s participation in such organization. 

Although lack of skills is not uncommon issue in a low-income country such as Tanzania, trade negotiation apparently requires some specific skills without which the outcome of negotiation will be inefficient. Example of such skills include (especially in commercial) legal expertise in interpreting various legal provisions and frameworks, negotiations skills that is a compound knowledge and experience of legal, economic and trade issues, and development analysts to interpret and subsequently integrate country’s “national interests” with those of partners, multilateral system, and development challenges.   More generally, while not directly linked to trade negotiations, unresolved bottlenecks in the legal and regulatory framework that adversely affect the competitiveness of Tanzanian firms suggest that the private sector would benefit from greater legal support more generally.

In addition to having well prepared briefing materials, it appears that both the private sector and the government would find training on the practical aspects of negotiations (the art of negotiation) useful. Support is required for individual members of the private and public sector involved in the trade negotiations to acquire negotiation skills through training and exposure to multilateral negotiations related to trade co-operation such as the UNCTAD, WTO, the European Union and so on. The negotiating skills required revolve around strategic ability; skilful diplomacy based on greater interpersonal skills and improved teamwork.

(iv)
Lack of Strategic Goal

Any negotiation involves two parties – often with different (not necessarily conflicting) objectives where the desired outcome is for each to win relation to its interests in the pact. While it is possible that the outcome of negotiation can have a biased benefit to one party, a possible win-win situation is the global objective. Strategic goal is thus critical to evaluating the outcome of the negotiation to individual party. In the context of low-income country such as Tanzania, and one with little trade experience for her private sector, identification of the strategic (and practical) goal can be practically challenging.  This is so because of the complexity of trade issues, multiplicity of memberships, and variety of development challenges – all of which require some level of consistency and harmonisation. A partner in negotiation, which has higher comparative advantage in those issues, has ability to influence the outcome of negotiation in his favour. Thus, lack of “skilled” individuals adequate enough to rightly identify the strategic goal of the nation in the negotiations will make the country make an uninformed decision. 

Moving from the economic analysis outlined above to a strategic negotiating position requires easily understood negotiating briefs that summarise the essence of the issues and, if possible, take into account the position of other countries in the region. In order for these to be effective and useful, ideally they would be prepared well in advance of the negotiating session in question and discussed with both the private sector and government. Moreover, to be fully effective, Tanzanian negotiators would have to be more pro-active in getting their prioritised concerns on the agenda. Being strategic also means investing in adequate preparation that involves both private and public and public sectors in order to present a unified front.

(v)
Lack of Financial Resources

Due to budgetary constraints, the government is sometimes unable to sponsor its officials to attend some of the EAC and SADC meetings. This problem is aggravated by the lack of adequate and special funds allocated from the government budget for Tanzania’s participation in the EAC and SADC. The low wages and salaries in the civil service also translate to meagre allowances for government delegates when attending regional and multi-lateral meetings – hence lack of incentive and motivation to be innovative.

The institutional framework for dealing with the EAC, SADC and so on suggests that separate negotiating teams might be required for each trading arrangement. It would seem logical, however, that there might be some overlap in membership in the different teams. Moreover, there would be benefits in keeping close communications between the teams in order to take advantage of possible synergies. 

4.
CONCLUSION

Top in the trade agenda of a developing country such as Tanzania are two important issues. First, the need to successfully integrate in the global trading system by raising level of trade competitiveness with a support of international trade institutions such as the WTO or various trade provisions and negotiations. Second, how to make trade pro-poor by identifying trade-poverty linkages and addressing developmental challenges brought about by trade expansion. Tanzania has just launched its New Trade Policy that is well suited to address these two concerns. 

This paper has identified some of the key issues considered important for Tanzania to assume development gains from international trade institutions and trade negotiations. Tanzania is currently involved in the final stages of a series of negotiations designed to restructure its major trade agreements. The most important are within the East African Community (EAC) and the Southern Africa Development Community (SADC). Further trade negotiations are scheduled to take place under the EU-ACP Cotonou Convention (Regional Economic Partnerships Agreements) and under the WTO. The factors identified as being critical to enhancing Tanzania’s capacity to participate in trade negotiations that are aimed to, among others, increase gains from international trading system include lack of analytical support (strategic policy research), weak information dissemination, lack of key (especially negotiation) skills, inappropriate strategic goal and lack of financial resources. 

Furthermore, challenges of the on-going negotiations with regional bodies are discussed, and ways to increase gains from trade through international trade institutions recommended following the discussion in (Baobab Connection, 2003). It is argued that for international trading system to produce serious gains to developing countries, the respective institutions should support fair practice of international trade rules, cooperate with other institutions to address development challenge in addition to trade competitiveness and assist LDCs government in correction of market failures. Finally, international trading system should promote trade policy dialogue and capacity building for trade independent of the WTO discourses. Lack of these conditions arises from structural imbalances and weaknesses of the WTO Agreements. There is now an urgent need to redress the imbalances and problems so as to bring confidence of LDCs in the international trading system and make trade an integral part of the development agenda. 
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