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SMALL AND MEDIUM SIZED BUSINESS

IN THE CONTEXT OF WTO REFORM

One of the immediate consequences of the Third Ministerial Conference in Seattle was a crystallization of focus on the question of reforming the institutional framework of the World Trade Organisation (WTO). Due in large measure to the growing frustration of developing country members, as well as pressures from global NGO advocates, a number of key players are in the process of preparing proposals and analysis for the reform of the WTO.

Immediately after the collapse of the Ministerial, United States Trade Representative Charlene Barshefsky commented that, 

…the WTO has outgrown the processes appropriate to an earlier time. An increasing and necessary view, generally shared among the members, was that we needed a process which had a greater degree of internal transparency and inclusion to accommodate a larger and more diverse membership.

It is known that the EU, the US, Canada, and Japan are all preparing papers on these issues. The proposals are expected to address a range of institutional process issues, as well as greater internal and external transparency, a proactive document derestriction policy, access to and standing before dispute panels, and possibly a restructuring of organisational values away from “free trade,” and toward “fair trade.” 

While these are all important issues that will receive considerable attention in the months to come, the reform initiative offers an opportunity to influence changes at WTO of special interest to the global community of small traders.

For many jurisdictions – both developed and developing - Small and Medium Sized Enterprise (SME) exporters represent an important source of economic growth. In addition to those firms that export directly to foreign buyers, many more sell products and services to other domestic businesses that in turn incorporate them into export products. 

In effect, SMEs are directly and indirectly embedded in the international trading system. As such, they are affected by changes in trade policy. In a practical sense, the affects take concrete form as issues that can impact costs, access, and strategic planning. Lacking the resources, most SMEs are not equipped to deal with these issues in isolation. Frequently, SMEs are not aware of the changes in trade policy and practices in export markets. 

In some instances, the relevance of trade policy to SMEs has been recognized in trade negotiation fora. The US – EU Transatlantic Business Dialogue has a permanent SME working group. The Free Trade Area of the Americas (FTAA) negotiations includes a forum for addressing SME interests. 

Significantly, the WTO does not have a single organizational focal point dedicated to SMEs. It therefore appears timely to consider establishing a formal high - level body charged specifically with advancing the interests of SMEs in the multilateral trading system. In an organisation comprised of 135 member countries accounting for more than 90% of world trade, the absence of a point of advocacy severely limits influence and reduces visibility for export oriented small businesses throughout the world.

The only area in which there has been interest recently is on the issue of Trade Facilitation. This issue area was agreed upon during the 1996 Singapore Ministerial Conference, and was explicitly referenced in the remarks of Italy’s Minister of Foreign Trade, Ambassador Augusto Fantozzi, who called SMEs “the true driving force behind international trade.” The preparatory process in Geneva for the Third Ministerial saw a number of proposals tabled on trade facilitation. However, this issue is focused tightly on the matter of import trade administration, and customs clearance and documentation requirements in particular. The WTO briefing notes for Seattle reference trade facilitation, and say:

Analysts point out that the reason why many small and medium size enterprises — who as a whole account in many economies for up to 60% of GDP creation — are not active players in international trade, has more to do with red tape rather than tariff barriers. The administrative barriers for enterprises who do not regularly ship large quantities are often simply too high to make foreign markets appear attractive.

This is of some utility for SMEs, but clearly the question is much broader than improving customs procedures and expediting border inspections. Typical issues for which a focal point could be useful include a variety of foreign practices that impact small exporters: packaging and labeling requirements and changes to existing requirements; safety standards and certification processes that vary from market to market; protection of intellectual property owned by SMEs, and their recourse when technology, processes, or production techniques are infringed, and customs formalities.

Clearly, there is a range of policy-induced impediments to SME export growth, and the entry of new SMEs into the international market. If these can be addressed within the WTO, the possibility of increasing the number of active players internationally is much greater.

Accordingly, the WTO reform agenda should be sufficiently inclusive as to allow for a full consideration of how to give greater weight to the interests of SMEs both in the trade negotiations process, as well as the under existing and future rules of the multilateral trading system.
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