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Astute strategy gives SA an edge in
world trade
THE World Trade Organisation (WTO) was, and largely remains,
developing countries' best hope for mitigating the uneven power relations
between large developed nations and small developing countries in the
trading environment.
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SA's offer to the WTO in 1994 consisted of a five-year tariff reduction
coupled with the rationalisation of its more than 100 tariff bands to just six.
This involved reducing SA's average tariff from 11,7% in 1994 to 4,9% last
year . Sensitive sectors such as clothing, textiles and the automotive
sector were to reduce tariffs over eight years.
Key business and labour stakeholders have in the past made much of
SA's apparent "holier than Gatt" approach. However, this view ignores the
fact that the tariff reductions agreed to under the General Agreement on
Tariffs and Trade were a core component of SA's industrial policy. In fact,
compelled by government's industrial policy of moving up the value chain
and beneficiating local raw materials, a variety of tariffs were lowered
beyond Gatt obligations.
SA's multilateral activities form an important part of its trade policy.
But policymakers in the trade and industry department have also pursued
a bilateral trade policy agenda. Consequently, preferential trade
agreements have been signed with the European Union (EU) and the
Southern African Development Community (SADC). SA has also pursued
trading agreements with individual countries, such as India, and the
Mercosur trade bloc.
The overall effect of SA's post1994 trade policy has been significant.
Growth in total merchandise exports from SA has remained positive over
the period 1994 to 2001 at an inflation- adjusted rate of 4,8% a year while,
more importantly, manufactured exports have grown at 9,1% a year in real
terms.
Although it seems that there has been an initial shift in the structure of
SA's export basket during the second half of the 1990s, and some sectors
are starting to reap the benefits of liberalisation and selective export
promotion, it is being achieved from a very low base. Such gains have
also been weighed down by export losses in industries such as gold, coal
and other mining.
Nonetheless, if this initial shift is sustained, a fundamental transformation
of the export profile should appear in the next three to five years.
With September's WTO trade talks in Cancun looking increasingly likely to
fail, SA is in the enviable position of having hedged its bets by engaging in
a number of key bilateral trade negotiations parallel to its WTO
negotiations.
If SA can finalise its negotiations with the US by the end of next year the
target date for both negotiating teams about 55% of the country's total
export trade will take place through preferential trade agreements with the
EU, the SADC and the US.
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Trade barriers for industrial products, be they tariffs, nontariff barriers or
barriers on services trade, are already relatively low in the EU and the US,
and are much higher in emerging markets. But global trade analysis of the
possible Doha round configurations suggests that South African exporters
can achieve substantial gains from accessing south-south markets .
Negotiating preferential trading arrangements with developing countries is
thus of both strategic and practical value.
Of course, the fact that substantial domestic subsidies still exist in the
agricultural sectors of developed countries, hindering developing countries'
market access, means SA should maintain its current pressure on the
developed world to reduce such subsidies and nontariff barriers.
SA's sophisticated trade policy alone will not necessarily lead to local
exporters benefiting. Government will need to continue addressing some
of the critical logistics-related impediments to efficient exporting, and
business will need to commit to investing in plant, machinery and human
resources to meet the opportunities available internationally.
However, almost a decade of astute trade strategy has paid off and puts
SA in a good position to influence issues vital to its own and other
developing countries' trade agenda.
Hanival and Onyango are director and economist respectively at Trade
and Industry Policy Strategies. (TIPS)
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