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Summary findings
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less about their quantitative impact, especially in
developing countries.
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a multilateral approach because of the greater trust and
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Foreword

As regional trading arrangements (RTAs) have spread, enlarged and deepened over the last
decade, they have posed challenges to economists on both intellectual and policy levels. On the
former, do RTAs stimulate growth and investment, facilitate technology transfer, shift comparative
advantage towards high value-added activities, provide credibility to reform programs, or induce
political stability and cooperation? Or do they, on the other hand, divert trade in inefficient
directions and undermine the multilateral trading system?

The answer is probably “all of these things, in different proportions according to the
particular circumstances of each RTA.” This then poses the policy challenge of how best to
manage RTAs in order to get the best balance of benefits and costs. For example, should technical
standards be harmonized and, if so, how; do direct or indirect taxes need to be equalized; how
should RTAs manage their international trade policies in an outward-looking fashion?

Addressing these issues is one important focus of the international trade research program
of the Development Research Group of the World Bank. It has produced a number of
methodological innovations in the traditional area of trade effects of RTAs and tackled four new
areas of research: the dynamics of regionalism (e.g., convergence, growth, investment, industrial
location and migration), deep integration (standards, tax harmonization), regionalism and the rest of
the world (including its effects on the multilateral trading system), and certain political economy
dimensions of regionalism (e.g., credibility and the use of RTAs as tools of diplomacy).

In addition to thematic work, the program includes a number of studies of specific regional
arrangements, conducted in collaboration with the Regional Vice Presidencies of the Bank. Several
EU-Mediterranean Association Agreements have been studied and a joint program with the staff of
the Latin American and Caribbean Region entitled “Making the Most of Mercosur” is under way.
Future work is planned on African and Asian regional integration schemes.

Regionalism and Development findings have been and will, in future, be released in a
number of outlets. Recent World Bank Policy Research Working Papers concerning these issues

include:

Glenn Harrison, Tom Rutherford and David Tarr, “Economic Implications for Turkey
of a Customs Union with the European Union,” (WPS 1599, May 1996).

Maurice Schiff, “Small is Beautiful, Preferential Trade Agreements and the Impact of
Country Size, Market Share, Efficiency and Trade Policy,” (WPS 1668, October 1996).

L. Alan Winters, “Regionalism versus Multilateralism,” (WPS 1687, November 1996).

Magnus Blomstrém and Ari Kokko, “How Foreign Investment Affects Host Countries”
(WPS1745, March 1997)
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Magnus Blomstrém and Ari Kokko, “Regional Integration and Foreign Direct

Investment: A Conceptual Framework and Three Cases” (WPS1750, April 1997)

Eric Bond, “Using Tariff Indices to Evaluate Preferential Trading Arrangements: An
Application to Chile” (WPS1751, April 1997)

Pier Carlo Padoan, “Technology Accumulation and Diffusion: Is There a Regional
Dimension?” (WPS1781, June 1997)

Won Chang and L. Alan Winters, “Regional Integration and the Prices of Imports: An
Empirical Investigation” (WPS1782, June 1997)

“Glenn Harrison, Thomas Rutherford and David Tarr, “Trade Policy Options for Chile:
A Quantitative Evaluation” (WPS1783, June 1997)

Anthony Venables and Diego Puga, “Trading Arrangements and Industrial
Development” (WPS1787, June 1997)

Planned future issues in this series include:
Sherry Stephenson, “Standards, Conformity Assessments and Developing Countries”

Valeria De Bonis, “Regional Integration and Factor Income Taxation” and “Regional
Integration and Commodity Tax Harmonization

Other papers on regionalism produced by IECIT include:

Ahmed Galal and Bernard Hoekman (eds), Regional Partners in Global Markets: Limits
and Possibilities of the Euro-Med Initiative. CEPR 1997.

Bernard Hoekman and Simeon Djankov, “Imports of Inputs, Foreign Investment and
Reorientation of East European Trade,” World Bank Economic Review (forthcoming)

Bernard Hoekman and Simeon Djankov, “The EU’s Mediterranean Free Trade Initiative,”
World Economy

Bernard Hoekman and Simeon Djankov, “Effective Protection in Jordan and Egypt in the
Transition to Free Trade with Europe,” World Development.

Bartlomiej Kaminski, “Establishing Economic Foundations for a Viable State of Bosnia and
Hercegovina: Issues and Policies™. ‘
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In addition, Making the Most of Mercosur issued the following papers:

Alexander J. Yeats, “Does Mercosur’s Trade Performance Raise Concerns About the
Effects of Regional Trade Arrangements?” (WPS1729, February 1997))

Azita Amjadi and L. Alan Winters, “Transport Costs and ‘Natural’ Integration in
Mercosur” (WPS1742, March 1997)

Claudio Frischtak, Danny M. Leipziger and John F. Normand, “Industrial Policy in
Mercosur: Issues and Lessons”

Sam Laird (WTO), “Mercosur Trade Policy: Towards Greater Integration”

Margaret Miller and Jerry Caprio, “Empirical Evidence on the Role of Credit for SME
Exports in Mercosur”

Malcom Rowat, “Competition Policy within Mercosur”

For copies of these papers or information about these programs contact Maurice Schiff, The
World Bank, 1818 H Street NW, Washington, D.C. 20433.

L. Alan Winters
Research Manager
Development Research Group
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STANDARDS, CONFORMITY ASSESSMENT AND
DEVELOPING COUNTRIES

Summary of Findings

The danger of standards and technical regulations acting as non-tariff barriers to
trade, particularly through duplicative conformity assessment testing procedures, is an
increasing one which developing countries should take seriously, as it has the capacity to

restrain trade growth considerably as well as impact on economic efficiency.

There appears to be a growing awareness of the potential deterrence to trade posed
by differing national standards and technical regulations, along with an equal lack of
knowledge and awareness as to the impact which the choice of standards may have on trade
and economic development. In terms of standards development, the first priority of
developing countries should be the adoption of international standards, as they exist, along
with the international standardizing Guides of the International Organization for
Standardization (1ISO) and the International Electrical Commission (IEC). Both would facilitate
the integration of their manufactured exports into world markets and would reduce the costs
of the required conformity assessment procedures. As to the bulk of standards which have
not been internationally harmonized, since developing countries are on the whole “standards
takers” rather than “standards makers” their best choice, both from a cost and an efficiency
point of view, is the adoption of those standards used in the markets of their major trading
partners rather than the elaboration of their own indigenous standards.

On a national level, most developing countries lack adequate infrastructure and
human capital at present for the functioning and maintenance of adequate laboratory testing
facilities. The level of sophistication and awareness with respect to standards development
is very low in most developing countries and it may take several years and considerable
investment to improve this situation. On an international level, while many developing
countries are members of the International Organization for Standardization and the
International Electrical Commission, they do not participate actively in their working
committees nor in the elaboration of internationally agreed standards. The same is true of the
World Trade Organization (WTO) and the Agreement on Technical Barriers to Trade, where

ratification of the Uruguay Round Agreement and entry into force of the World Trade



Organization in January 1995 has not brought with it implementation of the obligations and
disciplines contained in this Agreement by the large majority of more than 80 developing

members.

On a regional basis, although most developing countries are members of various
regional standardizing bodies, some of which have existed for many years (for example, the
Comision Panamericana de Normas Tecnicas, or COPANT, in the Western Hemisphere and
the Pacific Area Standards Congress, or PASC, in the Asia-Pacific), these bodies have not
been very active or successful in carrying out coordination of national standardizing activities
nor in moving towards a regional approach to reduction of technical barriers to trade. More
recently, the two major regional initiatives which have appeared on the world economic scene,
namely the Asia Pacific Economic Cooperation (APEC) grouping in the Asia Pacific with 13
developing members and the Free Trade Area of the Americas (FTAA) grouping in the Western
Hemisphere with 32 developing members, have set out ambitious objectives in the area of
standards and conformity assessment procedures, as well as in other non-tariff areas.
Although these integration initiatives are still in their beginning phases, they would seem to
represent the potential for going much further towards reducing technical barriers to trade
than does the mulitilateral WTO Agreement on Technical Barriers to Trade, particularly in the
area of trade facilitation through the elaboration of mutual recognition agreements.

It would be desirable for developing countries to act more forcefully in the area of
standards and conformity assessment in a number of areas. Firstly, in the area of adoption
of standards, a more active and concerted participation in the committee work of the
international standardizing bodies would ensure that new international standards which are
adopted would more closely reflect developing-country needs and would reduce the
predominantly European influence found at present in the new standards which are agreed.
For the adoption of national standards in the case where no international standard exists,
there is little economic rationale for developing countries to invest in the elaboration of their
own standards in the case of traded products. These standards should consequently in most
cases be taken from their major trading partners, in order to better promote trade flows and
international technology transfer. A more active participation of private sector firms in the
standardizing process for all non-mandatory or voluntary standards would likely ensure that

this happens de facto.

With respect to existing multilateral disciplines for standards and conformity
assessment, developing countries should strive for a more effective implementation of the

disciplines and obligations contained in the WTO Agreement on Technical Barriers to Trade,
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particularly with respect to notification of national practices. This would be of benefit to their
own economies as well as to those of others, as the enhanced transparency should assist
domestic producers and exporters in commercializing their products in foreign markets.
Moreover, complying with the requirement to establish a national enquiry point would oblige
government officials in developing countries to put into practice a system of national
standards information which should benefit local producers and exporters as much as foreign
ones. Collection and systematization of this information by a national standards information
center would also oblige governments to be more aware of the choices that they are making

and imposing on their private sector with respect to standards development.

In terms of trade liberalization and increased trade facilitation, the study finds that
developing countries should continue to actively push for greater liberalization in the two
major regional integration initiatives at present, namely APEC and the FTAA. This is not due
to the impression that the regional approach to liberalization is superior to the multilateral
approach (on the contrary, it is generally agreed by economists that regional trading
arrangements will be welfare-enhancing for their members and for the world as a whole only
under certain very specific conditions), but because two of the major experiences with
regional integration - the European Union and NAFTA - have obtained results which go much
further in requiring movement towards harmonization and/or convergence of national
standards and technical regulations than does the WTO Agreement on Technical Barriers to
Trade. This is also the case of these regional integration arrangements with respect to
promoting work on the development of mutual recognition or equivalency agreements, which
are the major toois for achieving trade facilitation in the important area of conformity
assessment procedures. Regional approaches to the removal of technical barriers to trade
(although confined primarily to developed country experience to date in their actual results)
have generally contributed to liberalization both within the region and vis-a-vis third countries.

This has also raised interest in the area of standards and technical barriers.

The stated objectives of APEC and of the FTAA (as well as other smaller sub-regional
integration arrangements such as ASEAN and MERCOSUR) are much more ambitious in the
area of standards and conformity assessment than is the WTO TBT Agreement. This is true
with respect to selective harmonization of product standards (ongoing work in APEC) as well
as with respect to the elaboration of mutual recognition agreements for acceptance of the
equivalency of foreign standards in domestic markets (strongly supported in the work of
APEC and the FTAA but not figuring to present in the work program of the WTO Committee
on Technical Barriers to Trade).



It has proven easier in the past and may continue to prove easier to accomplish
substantial trade facilitation and coordination of policy objectives among a smailler subset of
countries rather than among the 130 members of the World Trade Organization in an area
such as standards and conformity assessment which by its technical nature is quite a
technical and challenging one. Both the APEC and the FTAA regional integration movements
encompass the most dynamic traders of the world economy and seem to be the focus of
considerable policy attention on the part of participating governments. Due to this fact, the
financial support for technical assistance efforts, including both training of personnel and
upgrading of laboratory infrastructure and testing facilities (already being explored within
APEC), that are so critical to improving the standards systems in developing countries may

also be more forthcoming on a regional than a muitilateral level.
In summary, the main messages resulting from this study are the following :

1. Standards, technical regulations and conformity assessment procedures have become
increasingly important as non-tariff barriers to trade as the more traditional, border barriers

have been brought down. However, relatively little is known about the extent and nature
of these barriers and even less about their quantitative impact, particularly in developing
countries. This area needs considerably more study.

2. Developing countries have not been heavily involved in the development of international
and regional standards to present and have thus been on the sidelines of efforts to
rationalize this process. In order to have more of an influence on the standards which are
adopted, developing countries should take a more pro-active approach in the ISO/IEC
and other relevant multilateral and regional bodies.

3. Developing countries should avoid developing their own national standards to the extent
possible, for reasons of both efficiency and cost. In order to facilitate entry into their
export markets, they should adopt those standards of their major trading partners.

4. For the promotion of trade facilitation in the area of standards and conformity assessment,
regional initiatives appear to be a more promising approach than the multilateral trading
system due to the elements of increased trust and commonality of interest which are
present at the regional level. This is especially true with respect to the elaboration of

mutual recognition agreements



Introduction

The issue of standards and conformity assessment and the impact that their adoption
and use may have on economic development and trade flows has not been a major concern
of policy makers in developing countries until recently. This is due to the fact that more
traditional forms of market imperfections and trade barriers have played a predominant role
in these economies. Industrial policy has been concentrated on the provision of differential
taxes and subsidies to chosen sectors of industry rather than focusing on the impact of
harmonizing and/or making compatible differing product standards. Relatively little attention
has been given, until very recently, to the establishment of credible and modern infrastructure
for laboratory testing and calibration facilities, or to the development of certification methods

and accreditation bodies or the provision of systems of quality management control.

In the area of trade, developing countries have concentrated on more traditional forms
of commercial policy instruments. Only over the past decade or so have tariff levels and
import surcharges begun to fall and import quotas and licenses to be removed on a large
scale. Other forms of potential non-tariff measures, including in particular differing national
standards and conformity assessment procedures, have begun to surface as barriers to trade
as the more obvious layers of trade barriers have been peeled off.

Therefore the question of what role standards and technical regulations may piay in
promoting or slowing down economic development in developing countries or in facilitating
or hampering their participation in international markets has not yet been examined in a
serious way, partly due to the lack of interest on the part of policy-makers and partly due to
the difficulties in identifying the technical barriers to trade created by incompatible national
standards, along with the lack of available information on their sectoral importance and

consequent uncertainty over their impact on trade flows and economic welfare.

This study addresses the problem of standards and technical regulations in
developing countries and the policy options which such countries have to ensure that
standards and conformity assessment procedures both facilitate economic development and
do not act as technical barriers to trade. The focus of the study is exclusively on the
development of standards for products and on technical barriers to trade in goods; as such
it excludes services, though this area would be an important one to include in further
research.



il. Definitions

The area of standards and conformity assessment is by its nature a technical one, in
which policy makers must take decisions with respect to very specific scientific activities of
testing and measurement. Thus it is important to both understand the terminology and to

apply it in as precise a manner as possible.

Although this may appear surprising, there is no one single, simple definition of a
standard that captures the entire range of meanings and uses of the term. But there are
general characteristics of most standards that serve to produce a working definition. A
product standard may therefore be defined as a specification or set of specifications that
relates to some characteristic of a product or its manufacture. These specifications may
relate to size, dimensions, weight, design, function, components, or any number of other
product attributes. However, the distinguishing feature of a standard is that compliance is
voluntary. Products that do not conform to a given standard can still be sold without penalty.
However, products complying with national standards are often entitled to use a standards
mark. Customers rely on this mark for quality assurance and therefore, even though
standards may not he mandatory, producers may still have to conform with a given national

standard in order to gain access to a given market.

Standards may arise “de facto”, that is without formal commercial sponsorship, but
simply through widespread, common usage. When a particular set of product or process
specifications acquires a sufficient market share so that it takes on authority or influence,
then it can be considered a de facto standard. Standards may also arise through “voluntary
consensus” or through a formal coordinated process led by industry in which key participants
in a given market (producers, consumers, corporate and/or government purchasing officials,
etc.) seek consensus on a standard, which remains voluntary in nature. These standards may
be developed on a national or on an international level through international standardizing

bodies.

The World Trade Organization (WTO) Agreement on Technical Barriers to Trade (TBT

Agreement) takes a legalistic approach to defining a standard, namely as a :



“Document approved by a recognized body, that provides, for common and
repeated use, rules, guidelines or characteristic for products or related processes and
production methods, with which compliance is not mandatory. it may also include or
deal exclusively with terminology, symbols, packaging, marking or labelling
requirements as they apply to a product, process or production method.”

In contrast, technical regulations are standards laid down by regulatory authorities
with which compliance is mandatory. They may affect both products and/or production
processes. Products cannot be sold without compliance to such regulations. These are
particularly important and prominent in the area of government ensurance of public health
and safety. Such regulations set minimum levels of consumer protection for products, such
as in food and drugs for human consumption. Mandatory national safety provisions affect
mechanical, electrical and transport equipment (such as the fitting and use of seat belts in
automobiles). Technical regulations are also in effect for building materials and construction,
fire safety and hazardous substances. There is also an increasing use of technical regulations
in the form of process standards which are most often associated with environmental policy

objectives (such as setting emission levels for air or water poliution).

The boundary between voluntary and mandatory standards is not always distinct.
Often when setting out regulations, government standards writers refer to voluntary standards
developed by private bodies. Mandatory standards may cite voluntary standards in whole or
in part. And many of the standards which are developed on a consensus basis in the private
sector are later made mandatory by governments, depending upon their usage. And there is
also an overlap: for example, procurement specifications set by major manufacturers are
(from their suppliers) mandatory for doing business in the same way that government

procurement standards are mandatory.

The WTO TBT Agreement defines a technical regulation as a :

“Document which lays down product characteristics or their related
processes and production methods, including the applicable administrative
provisions, with which compliance is mandatory. It may also include or deal
exclusively with terminology, symbols, packaging, marking or labelling

requirements as they apply to a product, process or production method.”



Conformity assessment is a very important component of the standards universe,
relating not to the determination of a product standard and/or quality but rather to its
acceptance and use in a given market. It can be defined a the overall umbrella of measures
taken by manufacturers, their customers, regulatory authorities, and independent, third
parties to assess that a product meets the requirements set out in a given standard or
technical regulation. Conformity assessment can enhance the value of standards by
increasing the confidence of consumers and regulators and ensuring that the required health
and safety requirements for regulated products on national markets are met by foreign
suppliers. In today’s world of rapidly integrating markets, measures to evaluate and ensure
conformity are of as much or more significance than the standards themselves. In this sense
they can also represent a barrier to trade as much as can a non-compatible national standard,
since the requirement for additional testing procedures (in the host or export country as well
as the home country) imposes an additional cost on exporters not borne by local suppliers.

These costs are in the form of teting, inspection, audit, and related procedures.
The WTO TBT Agreement defines conformity assessment procedures as :

“Any procedure used, directly or indirectly, to determine that relevant
requirements in technical regulations or standards are fulfilled.” The Agreement goes
on to say that conformity assessment procedures include, inter alia, procedures for
sampling, testing, evaluation, verification and assurance of conformity; registration,

accreditation and approval, as well as their combinations.

Conformity assessment covers four areas, which are set out in Chart 1. The first area

of conformity assessment is that of the manufacturer;s declaration of conformity which
involves assessment by the manufacturer of the quality of his product based on his own,
internal testing and quality assurance mechanisms. The second area is that of the testing of
products, parts and materials which is performed by independent laboratories upon the
request of manufacturers. The third area is certification, or formal evaluation by an unbiased
third party that a product conforms to specific standards. The fourth area is quality system
registration which involves an independent audit and approval of the manufacturer;s quality
system or the system of management used for ensuring consistency in product quality,
including procedures, training and documentation. Outside of the first area, all activities are

carried ut by third parties, or parties exterior to the manufacturer.
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Each area covered by conformity assessment activities can be carried out at three
different levels, namely : that of assessment or evaluation; that of accreditation; and that of
recognition. At the first level of assessment, products and processes are evaluated by
manufacturers, testing laboratories, certifiers, and quality system registrars. These
evaluations involve the comparison of a product to a given standard. At the second level of
accreditation, the competence of the testing laboratories, certifiers, and quality system
registrars are evaluated and formally documented. Accreditation is the process of evaluating
testing facilities for competence to perform specific tests using specified test methods. The
accreditation process determines whether a particular testing facility has the required
personnel qualifications, equipment and/or ability to perform tests. The test methods for
which a facility seeks accreditation may or may not be associated with a particular
certification program. While assessment may be carried out by second parties or third
parties, accreditation is always carried out by third parties, independent of both the
manufacturer and the purchaser or consumer. The third level of conformity assessment

activities is that of recognition.

Certification is an important part of the conformity assessment process and can be
defined as the provision of assurance that a product or service conforms to one or more
standards or specifications. Some, but not all, certification programs require that an
accredited laboratory perform any required testing. Certification typically involves testing by
an organization that is independent from any link to a manufacturer or purchaser.
Certification marks are often affixed to products to certify that they have been tested and
evaluated in a particular manner. For example, in the United States a weli-known mark
certifying product safety is the Underwriters Laboratories “UL” mark; in Canada the Canada
Standards Association (CSA) performs a similar function. Manufacturers may take the
initiative to “self certify” their products through issuing a declaration of conformity through
which the manufacturer or supplier declares that the product meets one or more standards
based on (i) confidence in the manufacturer’s own quality assurance program, and/or (ii) the

results of testing the manufacturer performs or has performed on the product.

Not all levels of conformity assessment activity as shown in Chart 1 necessarily
involve the government. Assessment, accreditation and quality system registration may be
carried out by either private or government bodies. in several countries of the Western

Hemisphere conformity assessment activities are in the hands of private entities, especially

*The definitions were taken from the recent study by the National Research Council entitled Standards, Conformity
Assessment, and Trade (1995), Washington D.C.: National Academy Press.
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in the voluntary area. Private independent laboratories carry out product testing and
accreditation of laboratory competence. Private certifying bodies often carry out product
certification and accreditation while private quality system registrars are entrusted with
quality system control and accreditation of quality system registrars. The government must
designate the authority to private bodies for these activities only when they invoive regulated

products.

The role of government is unique in the area of technical, or mandatory regulations,
which are promulgated for the protection of the health and safety of consumers. Recognition
of bodies for testing and accreditation purposes with respect to mandatory regulations rests
in the hands of government. Such recognition involves assessment of the competence of
programs that accredit confermity assessment organizations, such as laboratories, certifiers,
and quality system registrars and has the effect of conferring official acceptance of the results
of testing and certification activities performed by any laboratory accredited by a government-
recognized accreditor. As stated above, the laboratories and testing facilities may be private
agencies, allowing the public sector to reduce costs of this service. However, as concerns
regulated products, the government is responsible for negotiating mutual recognition
agreements.
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. The Importance of Standards in Economic Development and Trade

Standards are ubiquitous. There are literally thousands of standards in existence that
affect all aspects of daily activity by consumers and producers in all countries and which have
an impact on the processes, products and services which make up a nation’s gross domestic
product. Standardization is a key element in promoting industrial and economic development
and trade, and covers nearly the entire spectrum of the economy. In terms of international
commerce, standards and conformity assessment can facilitate trade or frustrate and impede
its expansion. However, the potential to use standards as hidden trade barriers is immense.
And it is unfortunately very difficult to determine whether standards are being implemented
to achieve the legitimate interests of protecting the public from unsafe or sub-standard
products in ways that also minimize any adverse effects on trade flows. This is underscored
by the lack of objective information and quantitative estimates of the impact of technical
barriers on trade flows and on consumer welfare. The ways in which standards can affect the
trade of developing countries is examined later in this study. This section examines the role

of standards in economic development.

A. Role of Standards in Promoting Economic Development

in terms of economic development, standards play an important role in many aspects

of the economy. Table 1, shows the various ways in which standards contribute to enhanced

welfare for both consumers and producers. The categories listed in the table and discussed

below are not mutually exclusive and most standards serve more than one purpose.?

Standards serve to communicate information to consumers in a consistent and
reliable manner which lowers the transactions costs for both buyer and seller, since the buyer
is spared the effort of having to find out for himself about the characteristics of the product.
Standards permit the comparison of products on a common basis. Standards enhance
competition in any given marketplace through allowing products that conform to a given
standard to compete directly with each other. The consumer is spared the difficulty of having
to determine the equivalency of products and can concentrate on a price comparison alone.
Standards allow for the interfacing of products and the ability of the consumer to mix and
match components of a given system (for example, stereo equipment or computer installation)
which is especially important in industries that are organized into networks.

2The discussion in this section draws from those categories outlined in the National Research Council study on
Standards, Conformity Assessment and Trade (1995), gp.cit., pp. 11-17.
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Table 1

ROLE OF STANDARDS IN PROMOTING WELFARE

--For Consumers --For Producers
1. Standards transmit information in 1. Standards ailow economies of scale
a consistent and predictable format in output
2. Standards permit the comparison 2. Standards enable parts and components
of products and/or services on a to be combined efficiently in production

common basis

3. Standards allow the mixing and 3. Standards diffuse technology embodied
matching of products in products and processes

4. Standards ensure environmental 4. Standards provide a reference tool for
cleanliness and product safety organizing the production process

5. Standards enhance the quality of life 5. Standards enhance the quality of the
production process for goods and services

For producers, standards enhance productive efficiency. The manufacturing
process itself is organized according to standards, many of which are internal to the firm. The
standardization of parts and processes allows for repetitive production, reduced inventories
and flexibility in substituting components on the assembly line. Production of standardized
goods brings about great economies of scale, and the resulting reduction in cost is passed
on to the consumer in the form of lowered prices. Standards embody technology and thus
play a key part in the process of technology diffusion as other firms in the industry use the
technological advance incorporated into a standards by the developer. This process raises
productivity and industrial competitiveness through increasing efficiency as firms are abie to

adopt standardized approaches rather than having to reinvent a similar technology.

Lastly, standards are an important means of promoting the protection of health, safety
and the environment as they ensure for the general public that certain levels of cleanliness
in air and water quality as well as food safety will be maintained. Standards help to ensure

product quality, as compliance to given standards in the manufacturing process (for example,
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according to those in the ISO 9000 system which set out standards for quality management)
allows for procedures which ensure resuiting product quality. For consumers and producers

alike, standards help to enhance the quality of life.

Thus, standards serve an important role in promoting welfare and economic
development. Standards are often seen by economists as having characteristics of “public
goods”, that is goods, the consumption of which by one party does not diminish their value
for another, nor change their price.* The multiple, repeated use of a standard does not aiter
its value or utility. Use by one party often enhances the value of the standard for the others.
In their quality as public goods, the social marginal value of standards exceeds their private
marginal value, which means that left to the market alone, there is no guarantee that private
actors will supply the needed quantity of standards, particularly in areas where health, safety
and environmental guality are concerned. A single firm that develops a standard by itseif has
no guarantee of being able to reap the overall social and economic benefits that derive from
standardization, yet it must incur the costs. It is for this reason that the need is often felt for
the government to intervene in the development of standards that will be most economically

beneficial to industry or society at large.

One area of standards which has been extensively addressed in the literature is that
of market failure due to externalities and the necessity for government regulation of product
safety, quality, and labeling. There is basic agreement on the need for this type of intervention
due to the public good nature of standards, and the argument for a strong government role

in this area holds equally true for developing as for developed economies.

However, in other product areas where health and safety concerns are not
predominant, it is questionable as to how much government intervention is appropriate in the
selection and development of standards for use in the marketplace. Should governments in
developing countries ensure product compatibility and oversee aspects of product quality for
manufactured and agricultural products in general, when these standards of more of a private
than a public good nature? There is no single answer to this question and a great deal of
variation exists at present across countries in the areas involving the development of product
and process standards that have heen left to the market and those that have been subject to
regulation. This continues to be a controversial issue and one which is not the focus of this

study but which could be the object of a further study.

3 See Charles P. Kindleberger (1983), “Standards as Public, Collective and Private Goods”, Kyklos, 36, pp. 377-396.
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B. Problems Posed by Product Incompatibilities across Countries

When markets do not generate solutions to compatibility differences within industries,
then this poses problems not only within countries, but also for international trade flows.
Incompatible products give rise to technical barriers to trade. When this is not the result of
the development of more advanced technology, then the effect of incompatibilities will be to
reduce consumer welfare, both nationally and internationally, through a variety of ways.*
These include : the reduction of product variety in the marketplace; the consequent increase
in production costs and final goods prices; the segmentation of markets due to
incompatibilities which results in entry barriers; and the inability to create network

externalities.

Sykes suggests that many of these incompatibilities will be eliminated through private
firms, acting on the incentive to reduce costs and expand sales. Firms may eliminate
incompatibilities through choosing to make their products compatible with those of the
industry leader or through engaging in mergers. The private sector may also undertake
cooperative efforts to develop compatibility standards, for example, through the creation of

standards-setting entities within their product sector.

This is certainly the case in the developed economies of the United States, Canada,
Western Europe and Japan, where hundreds of private standards-developing entities exist as
the result of industry initiative in various product sectors (see below for the U.S. and the
European Union). However, this appears to be much less ture in the case of developing
economies, where such private standards-setting entities are much less common and
widespread and often do not exist at all. Thus the problem of resolving product and quality
incompatibility on the national level takes on a different character in developing as opposed

to developed econcmies as the preferred market solution may be less viable.

Even if the market can generate compatibility standards on the national level through
firm cooperative behavior within an industry, on an international level this solution is
subjected to further difficulty and probably no longer holds true in the same manner. This is
easy to understand in autarchy, where differences between countries in resource endowments
or in technology can lead to different methods of production for the same products. Thus

compatibility standards for the same products would consequently be different from country

4 Discussion in this section is based on chapter 3 in Alan O. Sykes (1995), Product Standards for Internationally
Integrated Goods Markets, Washington D.C.: Brookings Institution.
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to country. For many developing countries which had closed markets for two or three
decades before they began to open to international trade in the mid-1980s, this can present
a serious problem, as the opening to trade has presumably revealed incompatibilities in
products and processes which were previously ignored or unimportant in a closed economy

framework.

Sykes again suggests that powerful incentives exist in the marketplace to eliminate
undesirable incompatiblities once economies are open to international trade, but that this may
nevertheless be frustrated by competitive imperfections such as the problem of imperfect
competition and/or imperfect information. However, the issue of the “installed base” remains
important and particularly so for developing countries. In spite of market incentives which
are present for large firms, in an open economy it would appear that product heterogeneity
will remain due to differences in national tastes, wealth and/or income distribution across
countries which justify different regulations respecting product quality and regulatory
initiatives. Equally complicating is the fact that similar objectives for legitimate product or
quality regulation may be attained in a variety of ways, such as through different production
processes and product designs. This will serve to complicate international trade flows and

enhance the danger of differing standards acting as non-tariff barriers to trade.
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C. Standards and Conformity Assessment as Non-tariff Barriers to Trade

Technical barriers to trade in the area of standards can arise in several different ways.
They may result from heterogeneity across national markets in the type of product and
process standards, technical regulations or conformity assessment procedures. Or they may
result from the duplication of effort associated with separate conformity assessment

requirements and because of unnecessary costly testing and procedures.

Although most government-to-government disputes over technical barriers concern
mandatory government requirements for standards (and these are the object of most of the
disciplines of the WTO TBT Agreement), voluntary standards may often constitute an
important source of technical barriers. For example, product incompatibility is created by the
differences between the imperial and the metric systems of weights and measures. Or
between different voltage standards for electrical appliances. When government procurement
is undertaken with reference to voluntary standards, then those foreign producers who do not

manufacture according to such standards are excluded from the bidding process.

With respect to mandatory standards or technical regulations, technical barriers to
trade can arise due to differing national interpretations of the reasonableness of the
regulations in question such as the scientific interpretation of tolerable healith and safety risks
for consumers in various products or the disagreement over labeling requirements which
means that a mandatory product design or content regulations for one market may result in

the exclusion of some products from the market that can legally be marketed elsewhere.

Disputes over technical barriers to trade are taking on increased importance in the
trade field. Indeed, of the 48 requests for consultations submitted to the Dispute Settlement
Body of the World Trade Organization during 1995 and 1996, its first two years of operation,
11 of these, or one-fourth, have involved issues concerning standards and/or invoked the

Technical Barriers tc Trade Agreement. The list of these 11 cases is shown in Table 2. What

is also of interest to note is that disputes have involved five developing countries (namely,

Malaysia, Singapore, Venezuela, Korea, Brazil) as either complainant or defender.

The most widespread and possibly more costly type of non-tariff barrier to trade in the
standards area has never been the object of a dispute to present within the WTO and for this
reason its importance as an NTB is not widely understood. This is the problem posed by
demonstrating compliance with either standards or technical regulations through conformity
assessment procedures. It does no good for a producer to comply with a standard if a seller
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Table 2

DISPUTES INVOLVING STANDARDS BROUGHT TO THE WORLD TRADE ORGANIZATION
{During 1995 and 1996)

Subject of Dispute

Complainant

Status

Malaysia: Prohibition of
imports of polythylene

United States: Standards for
reformulated and conventional
gasoline

United States: Standards for
reformulated and conventional
gasoline

Korea: Measures concerning the
testing and inspection of
agricultural products

Korea: Measures concerning the
shelf-life of products

Australia: Measures affecting
the importation of salmon

Australia: Measures affecting
the importation of salmonids

Korea: Measures concerning
bottled water

EC: Trade description of
scallops

EC: Measures affecting meat
& meat products (hormones)

EC: Measures affecting livestock
and meat {(hormones)

Source: WTO Home Page: Disputes Overview (wto.org/wto/dispute/bulletin.htm) January 1997.

Singapore

Venezuela

Brazil

United States

United States

Canada

United Stated

Canada

Canada

United States

Canada
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Settled without panel

Panel Report adopted;
Appellate Report adopted

Panel Report adopted;
Appellate Report adopted

Under consultations

Settled case

Under consultations

Under consultations

Settled case

Settled case

Active panel

Active panel



cannot demonstrate this to the satisfaction of the purchaser, and it is equally useless to
comply with a regulation if the regulatory authorities cannot be persuaded of this at a

reasonable cost. Conformity assessment enters into step 2 of the schema in Chart 2 which

outlines the way in which standards affect trade flows. Conformity assessment comes into
play during the testing procedures, and certification, accreditation and recognition are all
linked to this activity which ultimately determines the product’s acceptance in national and/or

international markets.

Conformity assessment procedures are carried out either by the regulatory authority
of the country importing the product (government) or by quasi-public or private bodies
operating on their behalf and constitute a signifcant additional cost to firms selling in multiple
markets. Although separate certification is needed in cases where mandatory product
specifications differ from country to country, even where countries rely on internationally
harmonized rules or accept as equivalent another country’s standards, reliance on the
exporting country’s tests and conformity certificates is rarely practiced.” And because
conformity assessment is much more prone to bureaucratic discretion and industry influence,

non-tariff barriers can easily arise through :

i) increased product costs created by the often redundant repetition of
testing and certification for different national markets;
ii) increased transportation costs if the product is deemed not to comply with
the importer’s regulatory requirements;
iif) time and administrative delays caused by costly and time-consuming

inspection visits by the importing country’s authorities.

it is often the case that such testing and certification requirements are used to
frustrate imports and shelter domestic companies from competition rather than serving to
legitimately protect national consumers, although the line between the two can be very fine.
However, statistics show that conformity assessment has become a growth industry,
particularly in developed countries and the present size of this activity gives some indication
of what type of obstacle it may pose in international trade.®

$ See John Clarke (1996), “Mutual Recognition Agreements”, International Trade Letter, No. 2, Brussels.

® The National Research Council study pointed to an annual expansion of 13.5 percent of the activities of testing
laboratories in the United States which carried out conformity assessment evaluation from 1985 to 1992. Adding the
revenue from all firms invoived in testing activities shows that this industry is estimated to involve around $10.5 billion
annually. See chapter 3 of the National Research Council (1995), Standards, Conformity Assessment and Trade, op.cit.
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Chart 2
HOW STANDARDS AFFECT TRADE

STANDARDS » TESTING

v

ACCREDITATION - CERTIFICATION

v

RECOGNITION > PRODUCT
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Conformity assessment requirements, to the extent that they are redundant and
excessively costly, serve to partially negate and reduce the benefits from international trade.
A recent OECD study has found that differing standards and technical regulations in various
national markets, combined with the costs of testing and certifying compliance with those
requirements, can constitute between 2 and 10 percent of the firm’s overall production costs.’
And both industry representatives and economic studies cite conformity assessment and
certification requirements at the top of their list as an impediment to trade whose growing
complexity threatens to undermine future trade expansion due to the duplicative and often

discriminatory requirements for product testing, certification, and quality system registration.®

7 Organization for Economic Cooperation and Development (1996), Proceedings from the Conference on Consumer
Product Safety Standard and Conformity Assessment: Their Effect on International Trade, Paris: OECD.

& Although there have been only a limited number of attempts to estimate the impact of standards and conformity
assessment procedures as barriers to U.S. trade, a recent study by the U.S. Department of Commerce indicates that
$300 of the $465 billion in U.S. marchandise exports in 1993 were affected by foreign technical regulations and
standards. A total of $180 billion was stated to be subject to certification to non-U.S. standards in such sectors as
automotive, aerospace, computers, telecommunications, pharmaceuticals, and chemicals. An additional $70 bilion was
subject t quality or environmental management system registration. In U.S. exports to Europe alone, the International
Trade Administration estimates that more than half ($66 of $110 billion) of U.S. exports to Europe in 1993 was subject to
some form of required EU-product certification. Such estimates do not exist for developing-country exports. Cited in the
National Research Council study (1995) on Standards, Conformity Assessment, and Trade, op.cit,, pp. 111-112.
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v. The State of Standards Development in Developing Countries

Although four major studies have been completed within the past several years
examining the linkages between trade and the development of product standards, no literature
exists which specifically focuses upon the link between adoption of standards, the impact on
economic development this may have, and the policy options facing developing countries in

this area.

Likewise, only very scanty information exists on the actual state of standards
development in developing countries and of their activities with respect to standards and
conformity assessment, both at the national and the regional level. The issue of standards
has remained basically a focus of industrialized-country concern to present. This section
attempts to partially fill this gap through examining the present state of standards
development in certain major developing countries and regions. The status and functions of
national standards bodies are examined, for those countries where information is available,
and the scope of conformity assessment activities and accreditation is reviewed when this
exists. Finally, the participation of developing countries in regional standardizing bodies is

considered.

Most of the information reviewed below has been drawn from two recent surveys
carried out for the first time in the Asia Pacific Economic Cooperation (APEC) Subcommittee
on Standards and Conformance (1994) and the Free Trade Area of the Americas (FTAA)
Working Group on Standards and Technical Barriers to Trade (1996).° These two surveys
have put together for the first time comparative information on standards, technical
regulations and conformity assessment activities in the economies of the respective regions.
However, these surveys are only a first approach to this broad and complex question, and
they are also incomplete due to the varying nature and coverage of the responses to the
respective questionnaires. A total of 10 developing economies responded to the APEC
questionnaire, while 30 responded to the FTAA Working Group questionnaire, but not all
countries completed all questions. Nor do the two surveys contain identical information.

SThis information has only recently become available on a comparative basis for developing countries in Asia and in the

Western Hemisphere due to the efforts of information collection on the part of the APEC Subcommittee on Standards and Conformance
and the FTAA Working Group on Standards and Technical Barriers to Trade. The former has established a report on “Asia Pacific
Economic Cooperation, Standards, Technical Regulations and Conformance Survey,” in September 1994, and the latter has compiled
an “Inventory of National Practices on Standards, Technical Regulations and Conformity Assessment in the Western Hemisphere” in
September 1996 which is to be published in May 1997. Both the survey and the inventory put together information on national practices

in developing country members in these areas for the first time.
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Therefore the information set out below can only provide a incomplete overview of the
state of standards development in developing countries. Unfortunately it is still not possible
to compare activities on standards, technical regulations and conformity assessment
(including certification and accreditation) in the same way across all countries. This
underlines the need for additional research and data gathering which would investigate the
nature and functioning of the standards systems in developing countries within a comparable

framework of analysis.

A, National Standardizing Bodies in Developing Countries

Developing countries are as diverse in the processes through which they create
standards as are other countries throughout the world. In fact, as there is no single process
worldwide for creating and adopting standards, this is very much at the discretion of the
individual country as to the type of system it chooses to follow. There exists great variety
among standards, even within the same product group, in such characteristics as purpose,
scope, specificity of requirements and relative technological sophistication, all of which are
determined by the type of standards-setting system in place., Many different types of
organizations infiuence the development of standards, but their relative weight in this process
varies from country to country. The variables that affect the pattern of standards
development in a sector include : (i) industry size and concentration; {ii) dominance of
specific suppliers or buyers; (iii) ievel and speed of technological advance; and (iv) public

interests such as safety, health, and environmental protection.™

Developing countries have been confronted with quite different types of standardizing

systems to use as models. Chart 3 sets out four different types of standards development

frameworks, all with a different mixture of government versus private sector involvement. The
North American mode! for standards development is a very decentralized, market-oriented one
with an incredibly large number of private-sector, standards developing organizations, in
addition to the numerous regulatory agencies of the U.S. Government. There are over 750
organizations in the United States that develop and implement national standards, and the
number of private-sector, voluntary consensus standards elaborated by technical and
professional societies, industry associations and standards-developing membership
organizations, reaches nearly as many as the number of federal procurement and regulatory

1 See William Lehr, Standardization: Understanding the Process, 550-555.
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Chart3
ALTERNATIVE APPROACHES TO STANDARDS DEVELOPMENT

Type 1 | Primary Stds. Body Government agency, parastatal,
or autonomous statutory body

1 committees, accredited developers, bureau

| [ mandatory and voluntary standards

| Primary Stds. Body |

Type 2 Private sector organization
committees, bureaus
} voluntary standards -- mandatory
when adopted by government
Type 3 | Primary Stds. Body | National coordination organization
’ accredited developers -- private and
l ] government
mandatory and voluntary standards
Type 4
Government S . Private sector
coordination | Gov't Stds. Body | | Private Stds. Body | .o dination
organization organization
government ' } l accredited
agencies ‘ developers
mandatory & 1 l l voluntary
voluntary standards
standards

Source> R.B. Toth Asociates, April 1996.



standards which have been developed by the U.S. Government."" In Canada the private
sector is also very active in the development of standards, though the central government
still plays a strong role. The Standards Council of Canada (SCC) is a Crown corporation, with
a joint private-public statute. In Western Europe, however, standards-developing activity has
traditionally been much more centralized within most member states of the European Union
(the Netherlands being an exception), and continues to be so on a community-wide level
under the European Commission. The latter body is charged with the objective of
harmonizing standards of European Union members when possible, or with setting out the
“essential requirements” that products must meet to ensure adequate health, safety,

environmental and consumer protection.

Information on national standardizing bodies in developing countries is limited. The
International Organization for Standardization (ISO) publishes a Directory of ISO Member
Bodies but this has not been updated since 1991. This Directory lists 45 national
standardizing bodies for developing countries in Asia and the Western Hemisphere.
" Information on the status and activities for 16 of these national standardizing bodies is set out
in Tables 3 and 4.

The number of national standards which have been developed in various developing
countries on the basis of a selection of developing countries for which such information was
available differs widely, ranging from 600 in Singapore and around 1,000 in Uruguay and the

Philippines to around 8,000 in Argentina, Brazil and Turkey, as shown in Table 3. These are

modest numbers however compared with the nearly 100,000 standards having been developed
in the United States. Also interesting is the relatively small proportion of standards in Latin
America which are mandatory (i.e., technical regulations). For the larger countries of South
America, these represent less than 30 percent (Argentina, Brazil, Columbia, Mexico, Peru and
Venezuela), which can be compared to roughly 50 percent for the United States and Western
Europe.

Consequently, not only are there absolutely fewer standards overall in developing
countries, even when placed on a per capita basis, but there are also many fewer mandatory

standards with which industry is obliged to comply. This situation most likely reflects a

" Although it is difficult to identify the number of U.S. standard at any given point in time, as of 1991 the total of U.S.
government standards (federal procurement and regulatory) stood at around 52,000, while the number of private-sector,
voluntary consensus standards numbered around 42,000. See Robert Toth, editor (1991), Standards Activities of
Organizations in the United States, NIST Special Publication 806, NIST: U.S. Dept. of Commerce, Washington D.C.,
U.S. Government Printing Office, 1991.
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Table 3

NUMBER OF NATIONAL STANDARDS IN SELECTED

DEVELOPING COUNTRIES

COUNTRY NUMBER OF NATIONAL MANDATORY PORTION
STANDARDS (%)

Argentina 7900 5
Brazil 8000 7
Chile 2000 30
Colombia 3500 8
Cuba 5700 95
Ecuador 2000 95
Indonesia 3600
Korea 8500
Mexico 5500 4
Peru 3300 1
Philippines 1400
Singapore 600
Turkey 8500
Uruguay 1200 10

Venezuela 3000 10

Source: ISO Member Bodies (1991), Geneva.
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number of factors, including a less active stance on the part of national standardizing bodies,
a relatively less developed and diversified manufacturing sector, and the lack of a perceived

need by industry to develop additional standards at the present time.

The size, status and staffing of standardizing bodies in developing countries appear
to be very diverse in developing countries. Table 4 sets out various statistics on
standardizing bodies in developing countries for which information is available. The annual
budget of such hodies (in 1991) varied from a low of $1.3 million in Korea and $6.8 million in
Brazil to nearly $20 million in Turkey, with the average being around $15 million. Most of the
national standardizing bodies are responsible for all four functions in the area of of standards
and conformity assessment, that is metrology, standards, product certification and quality

control.

The size of the staff employed in national standardizing bodies varies widely also,
from around 30 persons in Chile and Indonesia to over 1000 in Turkey and India. Government
funding for standardizing bodies covers 100 percent of the activities of these bodies in China,
Korea, Indonesia, Mexico, the Philippines and Thailand, but less than 1 percent in Turkey, 12
percent in India and 16 percent in Brazil. For those countries where the government
contribution is of lesser importance, standardizing bodies draw their funding primarily from
the testing and certification activities which they perform for private firms. However, some

standardizing bodies aiso earn income from the saie of publications.

There appears to be no generalization which can be drawn about either importance,
funding structure, or staff size of standardizing bodies in developing countries, either by
region or by relative level of economic development. In national measurement and metrology
services there appears to be a greater similarity of activity and structure across developing
countries. In Asia, as in Central and Latin America, all countries administer a single facility
run by government that maintains physical standards and their traceability through calibration

laboratories.

B. Certification and Accreditation Activities in Developing Countries

Beyond the diversity in standardardizing institutions and approaches, a great deal of
diversity is also evident in the current state of development in national certification and

laboratory accreditation capabilities. On the basis of information available only for developing

countries in the Western Hemisphere, it seems that while a few countries have established
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Table 4
STATUS AND ACTIVITIES OF NATIONAL STANDARDIZING BODIES

IN SELECTED DEVELOPING COUNTRIES

Argentina | Brazil | Chile | Colombia | Jamaica | Mexico | Trinidad | Venezuela | China | India | Indonesia { Korea | Philippines | Singapore | Thailand | Turkey
Tolf;go l {

Founded 1935 1940 1944 | 1963 1968 1974 1958 1957 1947 | 1984 1961 1947 1966 1969 1954 ‘:
Staff (number) 160 259 30 131 210 722 68 103 360 2400 | 38 100 84 600 615 1000 :
Responsibilities:
~ Metrology (] (] (] . ] [ )
- Standards . . ] . ° . ] . . . . . . . ]
- Product - . . 3 . ° . . . ° . ° . .
Certification
- Quality [ L] [ [ [ ° [ ° L] [} L] [}
Annual Budget 2.0 6.8 3 1.1 13 16.2 8 156 156 1.3 3 155 1.9 19.6 l
($ million)
Revenue (%)
- Government 10 16 70 90 100 93,4 15 100 12 100 100 100 25 100 10.5
- Industry 1.5
- Sale of 10 16,5 8 12 0,05 09 6 6 75 3
Publications
-~ Testing / 50 19 25 9,95 2,6 48 64 80
Certification J
- Other 30 s n | 31 15 18 s |

Seurce: ISO Member Bodies, (1991), Geneva.

(*) Two developing countries - Costa Rica and Ecuador- have become ISO members since the Guide was published.



national accreditation programs for laboratories that perform product testing, most have not,

as is shown in Table 5. The number of countries which have either certification and/or

accreditation systems in place in Latin America and the Caribbean totals only seven

(Argentina, Brazii, Chile, Colombia, Costa Rica, Peru, and Venezuela).

From the list in Table 5 it is evident that no developing country in either Central
America or the Caribbean outside of Costa Rica has a national system for certification and
accreditation at the present time. Most countries have indeed only recently put this into
operation. Colombia created its National System for Standardization, Certification and
Metrology in 1994, and Argentina created a National Accreditation Agency in 1995 which has
not yet begun to fuily function, both for the purpose of accreditingc ertification organizations
and building a network of testing laboratories. Ecuador is working at present to put in a
national system of accredited laboratories, and Bolivia is also in the process of drafting
legislation to create the Bolivian System for Standardization, Metrology, Accreditation and
Certification in order to accredit inspection and certification offices, testing and calibration
laboratories. In Centrai America and the Caribbean, Panama and Trinidad and Tobago are
in the process of establishing national systems of accreditation.'?

The lack of capacity at present on the part of many developing countries to carry out
the functions of certification and accreditation of laboratory testing is a very revealing fact
with serious implications for the objective of trade liberalization and facilitation in the area of
standards, since without a system of certification and accreditation for laboratory testing
facilities, it is impossible for developing countries to move towards reciprocity in testing
results through the elaboration of bilateral or multilateral mutual recognition agreements.
This is reflected in the very small number of agreements that have been signed between
countries to accept the tests performed by other national testing laboratories, in either Asia

or the Western Hemisphere.

Almost all of the Latin American countries with national accreditation systems in place
allow for the accreditation and certification of both public and private testing agencies. All
make reference to the use of ISO/IEC Guides relevant to conformity assessment and related

activities for the way in which certification and accreditation systems are structured.” Some

2 This information was drawn from the Inventory of National Practices on Standards, Technical Regulations and
Conformity Assessment Procedures in the Western Hemisphere (1996), prepared for the Free Trade Area of the
Americas (FTAA) Working Group on Standards and Technical Barriers to Trade, OAS Trade Unit.

3 For more details on the participation of developing countries in the international standardizing activities of the
ISO and IEC, refer to section VI below.
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Table 5

DEVELOPING COUNTRIES WITH CERTIFICATION

AND/OR ACCREDITATION CAPACITY IN THE WESTERN HEMISPHERE

Country Certification | Accreditation Testing Agencies Reference to
International
. . Guides
Publ
ublic Private ISO/IEC
Argentina X Argentine Guides 25 &
Accreditation 58
Agency (1995)
Brazil INMETRO |x X Guides 25,
58,39 & 61
Chile X X X b4
Colombia NatiO"?' System | x X Guides 25,
or
Standardization, 39’ 40 & 57
Certification and
Metrology
(1997)
Costa Rica National X
Accreditation
Entity
Peru INDECOPI |x X Guide 25
Venezuela Bureau for
Standardization
and Quality
Certification
(SENORCA)

Source: National Practices on Standards, Technical Regulations and Conformity Assessment Procedures
in the Western Hemisphere (1997), OAS Trade Unit, Washington. D.C.
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countries in Latin America also reference the accreditation system model put in place by the
European Union (EN 45000) in the development of their national systems. The structure of
product certification and laboratory accreditation activities, when they exist, also appears to
be very different as between countries. In several countries the government alone exercises
control over laboratories that test and certify products while in a few countries this function

is shared with private organizations.

The extent to which developing countries accept the test resuits of other countries is
also indicative of the state of development of their standards framework and their degree of
integration with other markets. The extent of this acceptance at present is limited at best.
Information on the acceptance of standards and on certification issued in other countries for
developing economies in Asia is found in Table 6 as concerns mandatory technical
regulations for several different product sectors. This information has been drawn from the

APEC Standards, Technical Regulations and Conformance Survey of 1994,

It can be seen that the Asian developing countries who replied to the survey
questionnaire indicated to a large extent their acceptance of both standards used in other
countries (dependent of course upon the results of conformity assessment testing), and the
certification issued in other countries. However, a note of caution must be sounded, as there
are often qualifications attached to such acceptance which mean that in practice such
certification is actually not aliowed on face value but needs to pass a further layer of
requirements. For example, in the chemical sector Korea accepts certifications issued in
other countries, but only in cases in which certifications meet “locai requirements”, specified
by the government. In the food sector Korea accepts other certifications only through
negotiated bilateral arrangements. A similar situation prevails in Thailand where chemical
certifications are accepted only where bilateral agreements have been negotiated. In China,
certifications from abroad are only acceptable on a case-by-case basis by the State
Administration of import/Export Commodity Inspection.” For these three countries, the
acceptance of foreign certifications of product quality and conformance to a given standard
is actually very limited in practice due to these additional requirements. Thus there remains
great diversity not only between countries in terms of conditions for acceptance of foreign
certification within national administrative structures, but also between countries in terms of

actual practice.

* Developed countries are in no better situation in this regard, as neither Canada, Japan nor the United States have any
mechanism for acceptance of certifications granted in other markets. For this and the other examples cited in the
paragraph, see John Wilson (1995), Standards and APEC: An Action Agenda, Washington DC: Institute for International
Economics, chapter 3.
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Table 6

ACCEPTANCE OF FOREIGN CERTIFICATION BY DEVELOPING
COUNTRIES IN ASIA IN SELECTED SECTORS

Country Building Chemicals Energy Food Health & Safety
Accepts | Qualifies | Accepts | Qualifies | Accepts | Qualifies | Accepts | Qualifies | Accepts | Qualifies
China X X X X X X X X X
Chinese X X X X X No
Taipei
Hong Kong X X X X
Korea X X X X X X X
Indonesia X X
Philippines b ¢ X X X x
Thailand X X X X
Notes: The following represent qualifications to the acceptance of foreign certification listed above.

1. China: For building supplies, energy and food, acceptance of foreign certification is conditional upon recognition
by the State Administration of Import/Export Commodity Inspection by the People’s Republic of China. For health
and safety, this acceptance is conditional upon existence of a mutual recognition agreement.

2. Chinese Taipei: For building supplies and energy, acceptance of foreign certification is conditional upon bilateral
recognition arrangements. For energy, acceptance is on a bilateral basis.

3. Hong Kong: For building supplies, acceptance is unilateral with the limitation that it will be in respect of standards
acceptable to the regulatory agency. For chemicals, foreign certification is accepted if issued by national laboratory
or accredited laboratory of that economy. For energy, on a unilateral basis, varies according to product and country
of origin. For food, generally recognized on a bilateral basis. For health and safety, only through recognition
agreements.

4. Indonesia: For energy, on a unilateral basis.

5. Korea: For chemicals, if certifications meet local requirements. For food, recognized through bilateral arrangements
and multilateral treaty.

6. Philippines:

7. Thailand: For building supplies, on basis of unilateral and mutual recognition agreement. For chemicals, on the
basis of unilateral and mutual recognition agreement.

Source: Drawn from Table B.5 in John S. Wilson, (1995) Standards and APEC: An Action Agenda, Washington, D.C.: Institute
for International Economics, and based upon the “Asia Pacific Economic Cooperation, Standards, Technical Regulations and

Conformance Survey, September 1994.
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Jable 7 shows agreements which have been concluded in the areas of metrology, testing and/or
certification by developing countries in the Western Hemisphere. From the table it is clear that there are very few
such agreements of either an informal, cooperative nature or of a more formal memorandum of understanding.
Only Argentina, Brazil, Mexico, Uruguay and Venezuela have concluded such agreements in the area of metrology,
primarily with the United States and Germany. No developing country in the Western Hemisphere has an
agreement with another in the area of product testing.” In the area of certification only two agreements exist
which allow for some form of mutual recognition with other national bodies, one between Colombia and Venezuela
and another hetween Brazil and Uruguay. On a broader level there exists an agreement among CARICOM
members to accept certification marks of the Bureau of Standards for CARICOM countries without further internal
tests.

On the whole, it can be stated that the extent of integration of developing countries in Central and Latin
America with each other’s markets through coordination of standards activities and cooperative agreements is
extremely limited at the present time. Further research would be needed to determine the situation in Asia in this
respect.

C. Regional Standardizing Activity by Developing Countries

Developing countries are members of certain regional standardizing bodies, a few of which have been in

existence for some years. Six regional standardizing bodies exist in Asia, an equal number in the Western

Hemisphere, and one in Africa and are set out in Table 8."° These various bodies have been working towards the

elaboration of common policies covering non-regulated goods or for voluntary product standards, as these types
of policies are easier to elaborate than are common policies for technical standards in the regulated areas. The
majority of bodies involved in standards-related activities in Table 8 are fairly recent in date, having been
established since 1992. Some of the older standardizing bodies such as COPANT or the PASC have seen their
activities re-vitalized over this period. This push has partially resulted from the creation of the regional integration
groupings, APEC and the FTAA, and partially from private-sector efforts to promote reform. Taken together, this

has given a greater dynamism to the standardizing process.

5 The only two reciprocal testing agreements in the Western Hemisphere, both in the form of mutual recognition
agreements, are between Canada and the United States. One agreement has been elabarated between two government
testing laboratories (the NVLAP Program of NIST in the U.S. and the Standards Council of Canada), while the other is
between two private bodies (A2LA of the U.S. and the SCC). No agreement exists on the part of developing countries.

18 The listing of these bodies is drawn from the International Trade Centre's World Directory of information Sources on
Standards, Technical Regulations, Certification, Eco-labelling and Quality Management Schemes (March 1996).
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Table 7

AGREEMENTS ON METROLOGY, TESTING AND/OR CERTIFICATION BY DEVELOPING

COUNTRIES IN THE WESTERN HEMISPHERE

A. METROLOGY: Type of Agreement (Partner)

Cooperation Agreement

Memorandum of Understanding

Mexico, USA

Argentina Germany Brazil
Brazil Argentina, Germany, Italy, South
Africa, Switzerland, USA
CARICOM Regional Collaboration
Agreement on National
Measurement
Mexico United States
Uruguay Brazil, Germany, USA
Venezuela Argentina, Cuba, Germany,

Note: The Andean Group has established a Network of Product Testing Laboratories which is in the
process of development (la Red Andina de Laboratorios de Ensayo; Decisién 376 de la JUNAC,
Sistema Andino de Normalizacion).

B. TESTING: Type of Agreement (Partner)

Cooperation Agreement

Mutual Recognition

Note:  The only two mutual recognition agreements in the Western Hemisphere are between Canada and
the United States: one between Standards Council of Canada (SCC) and NIST NVLAP Program
(USA) and between SCC and A2LA (USA) - the first MRA is between governments and the second
between private sector bodies.

Note: The Andean Group is developing a Network of Accreditation Bodies with the view of elaborating
MRAs under the Cartagena Agreement (Decision 376 of the “Sistema Andino de Normalizacion,
Acreditacién, Ensayos, Certificacion, Reglamentos Técnicos y Metrologia®).

Table continued -
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C. CERTIFICATION: Type of Agreement (Partner)
Approved Certification Bodies Affiliation with Other National
Bodies

Argentina X
Barbados X
Bolivia X
Brazil x (10 bodies)
Colombia - X x (Venezuela)
Costa Rica X
Mexico X
Peru X
Uruguay X X (Brazil for electrical products)
Venezuela X x (Colombia)

Note: Among CARICOM members there an agreement to accept Certification Marks of the Bureau of

Standards for CARICOM members without further internal tests.

Note: The Andean Group is working on the development of a Network of Accreditation Bodies, with the
aim of reaching mutual recognition amang members for certification of conformity assessment.
(Red Andina de Organismos de Acreditacidén) Decision 376 of the Cartagena Agrament.

Source: Inventory of National Practices on Standards, Technical Regulations and Conformity Assessment
Procedures in the Western Hemisphere (1997), OAS Trade Unit, Washington D.C.
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Table 8

REGIONAL STANDARDIZING BODIES WITH
DEVELOPING COUNTRY PARTICIPATION

I.  AFRICA
6y

I.  AMERICAS
®

OL  ASIA
©

African Regional Organization for Standardization (ARSO)

1. Comision Panamericana de Normas Técnicas (COPANT)

2. Inter-American Metrology Program (SIM)

3. Inter-American Accreditation Cooperation (IAAC)

4. Organizacion Latinoamericana para la Calidad (OLAC)

5. Federacion Latinoamericana de Organizaciones de
Control de Calidad

6. Andean Committee for Standardization, Accreditation,
Testing, Certification, Technical Regulations and
Metrology

7. Group of Three’s Committee on Standards-Related
Measures

8. Mercosur’s Technical Standards Working Group

9. Caribbean Standards Council

1. Asia Pacific Quality Control Organization (APQCQO)

2. Pacific Accreditation Cooperation (PAC)

3. Pacific Area Standards Congress (PASC)

4. Asia-Pacific Laboratory Accreditation Conference
(APLACO)

5. Asia-Pacific Metrology Program (APMP)

6. ASEAN Consultative Committee for Standardization and
Quality (ACCSQ)

CONTRAST WITH WESTERN EUROPE
(35 Different Standardizing Bodies and Associations)

Source: ITC (International Trade Centre), Geneva, World Directory of information sources on
standards, technical regulations, certification, eco-labelling and quality management schemes,
March 1996 and John Wilson (1995), Standards and APEC: An Action Agenda, op.cit., p. 67.
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The regional standardizing bodies that exist for developing countries are the following

Africa : African Regional Organization for Standardization;

Asia : Pacific Area Standards Congress (PASC); Asia-Pacific Laboratory
Accreditation Cooperation (APLAC); Asia-Pacific Metrology Programme (APMP); Pacific
Accreditation Cooperation (PAC); Asia-Pacific Legal Metrology Forum (APLMF); and with
more restrictive membership, the ASEAN Consultative Committee for Standardization and
Quality (ACCSQ); and

Western Hemisphere : Comision Panamericana de Normas Tecnicas
(COPANT); Sistema Inter-americana de Metrologia (SIM); Inter-American Accreditation
Cooperation (IAAC); and Organizacion LatinoAmericana para la Calidad (OLAC). Several sub-
regional standardizing councils also exist under various trade and integration arrangements,
for example, under the Andean Group, Mercosur, the Group of Three and the Caribbean
Common Market.

Of the above, two of the recently established bodies are notable for their attempt to
facilitate the acceptance of testing results throughout the region. APLAC attempts to do this
through mutual recognition of laboratory accreditation bodies, while the PAC is an
association of accreditation bodies that promotes global acceptance of certificates of
conformity. The PASC is also working towards developing mutual recognition in the non-
regulated sectors and is re-evaiuating its structure, priorities and operations in order to
launch new programs. The IAAC was aiso recently established in the Western Hemisphere
to carry out a function similar to that of the APLAC through promoting the mutual recognition
of laboratory accreditation bodies. It recently held its second meeting in Brazil (May 1996)
where members agreed upon a set of objectives and actions, to be coordinated with the
ongoing work of COPANT in the area of standards and conformity assessment.

The earlier organizations were not able to come to any concrete results in terms of
fostering mutual recognition between their member standardizing bodies and/or councils.
The more recent organizations have likewise not yet been able to foster concrete results in
this area, although they have made some progress in reducing duplication of certain
requirements for laboratory accreditation. importantly, they have begun to coordinate the
activities of their members in an area which was not addressed previously. As such, they hold
promise to further government efforts towards trade facilitation through promoting mutual
recognition of conformity assessment activities in non-reguiated sectors.
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V. Multilateral Disciplines on Standards and Developing Countries

Standards and technical regulations were the object of one of the non-tariff codes
which arose from the Tokyo Round of Multilateral Trade Negotiations (1979) and have thus
been under certain muitilateral disciplines for many years. However, the Standards Code had
many shortcomings, the main one of which was its lack of membership. | Adherence to the
Standards Code was voluntary, and at the end of 1993 there were only 46 signatories to the
Code, most of them industrialized countries.'” The increasing importance of standards and
conformity assessment in international trade placed this as one of the negotiating groups of
the Uruguay Round of Multilateral Trade Negotiations. In fact, the negotiations (and
subsequent agreements) were divided into two parts, which are closely related : measures
relating to standards and technical barriers to trade for goods (addressed in the WTO
Agreement on Technical Barriers to Trade) and measures relating to standards on animal,
plant material, and human health (addressed in the WTO Agreement on the Application of
Sanitary and Phytosanitary Measures). Although the issues are similar in the two
Agreements, as are the standards-related trade barriers which arise, only the first agreement

will be discussed in this study. It is in fact common practice to deal with the two Agreements

separately.

The Uruguay Round resulted in a new set of disciplines on technical barriers to trade
which go much further than did those under the previous Tokyo Round Standards Code and
which now enjoy universal adherence as part of the singie undertaking by all those countries
to ratify the Uruguay Round Agreement and thus take on the WTO disciplines and obligations.
At present the membership of the World Trade Organization stands at 130 countries. This
means that adherence to the WTO Agreement on Technical Barriers to Trade now has nearly
three times as many members as before, of which nearly two-thirds (or around 80 members)
are developing countries. This represents a considerable increase as well in the volume of

trade covered by the new disciplines.’®

7 Developing country signatories to the Tokyo Round Standards Code as of end 1993 included the following countries:
Argentina, Brazil, Chile, Egypt, Hong Kong, India, indonesia, Korea, Malaysia, Mexico, Morocco, Pakistan, Philippines,
Singapore, Thailand and Tunisia. In addition, 21 other developing countries were listed as observers but not required to
follow the disciplines of the Code. See GATT Activities (1994-95), Geneva: GATT Secretariat.

8 |t has been estimated that new signatories to the WTO Agreement on Technical Barriers to Trade (at the end of the
Uruguay Round) represent an expansion of approximately $182 billion in global imports subject to new multilaterai
disciplines. This is nearly an 18 percent increase over total imports covered under the Tokyo Round Standards Code.
See John Wilson (7995), Standards and APEC: An Action Agenda, op.cit., p. 35.
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A. WTO Agreement on Technical Barriers to Trade

Standards and conformity assessment as technical barriers to trade are essentially
problems of economic regulation. As such, they are far less clear-cut than, for example, tariffs
and quotas, and their “liberalization” is necessarily of a different nature. It is practically
impossible to apply the GATT tradition of liberalization through reciprocal concessions in
negotiations to the area of standards and technical regulations. This was not attempted in
either the Tokyo Round or the more recent Uruguay Round of Multilateral Trade Negotiations.
Instead, a framework for economic regulation through agreed principles and derived rules was
established and backed up by institutional mechanisms to give them credibility and resolve
conflicts.

The new WTQ TBT Agreement retains the original Standards Code obligations but
refines or adds to them in several important respects.’”® The new Agreement reiterates the
principles of application of both most-favoured nation treatment and national treatment and
the interdiction of the “sham” principle (or the attempt to use standards to discriminate
against foreign suppliers). However, the WTO Agreement is superior to the Tokyo Round
Code in several ways. These include the following:

i) application of disciplines on standards to both process and production methods
as well as to manufactured products (Annex |, Definitions);

ii) extension of the rules to non-governmental or private standards organizations,
and requiring the central government to be responsible for good faith
implementation of the agreement and application of its principles at any level of
government or by any private-sector body involved in the standards system
(Article 3);

iii) extension of the obligations of national treatment and non-discrimination to all
forms of conformity assessment, including laboratory testing, accreditation,
recognition, and quality system registration programs (Articles 5 through 9);

iv) inclusion of a “Code of Good Practice for the Preparation, Adoption and
Appilication of Standards” which outlines for the first time general principles for
development and application of standards by non-governmental organizations
{Article 4 and Annex 3);

" GATT Secretariat (1994), “Agreement on Technical Barriers to Trade”, published in The Results of the Uruguay Round
of Multilateral Trade Negotiations, Geneva.
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v) the obligation for governments to ensure that technical regulations will not be
more trade-restrictive than necessary to fulfil a legitimate objective, along with the
requirement that these are not “prepared, adopted or applied with a viewto....
creating unnecessary obstacles to international trade” (Article 2);

vi) the commitment (non-binding) of national governments to harmonize national
standards with international ones (Article 2);

vii) the admonition for reciprocity in conformity assessment procedures through
requiring governments to accept the results of such testing procedures from third
countries , provided that they are satisfied with their equivalency (Article 6);

vii) provision of a binding framework for the settlement of disputes arising from
differing technical regulations under the WTO Integrated Dispute Settlement
Procedures so that noncompliance with provisions of the TBT Agreement found
by a panel will require modification of the practice in question, failing which

retaliatory tariffs can be imposed (Article 14).

Three of the above are particularly important for the objective of trade facilitation.
These are the commitments for governments to attempt to harmonize national standards with
international ones, the exhortation to apply reciprocity in the area of conformity assessment
procedures and the inclusion of a Code of Good Practice. However, none of these may prove
to be very effective in influencing practices by governments or national standardizing bodies.
This is because the language used for harmonization of standards is vague and non-binding.
Moreover, Article 2.4 contains a form of “escape clause” which states that international
standards are not required to be used as the basis of technical regulations when they would
be “an ineffective or inappropriate means for the fulfiiment of the legitimate objectives
pursued”. However, what is considered ineffective or inappropriate is not defined in the
Agreement. There is no admonition in the Agreement to harmonize any standards other than

international ones.

With respect to reciprocity in the area of conformity assessment procedures and
acceptance of test resuits from other Members, the WTO Agreement appears to be
moderately supportive but certainly not proactive. Article 6.3 “encourages” Members to be
“willing to enter into negotiations for the conclusion of agreements for the mutual recognition
of results of each other’s conformity assessment procedures”. But they are only required to
accept these if they are satisfied that those procedures “offer an assurance of conformity .
. . . equivalent to their own procedures” (Article 6.1). In actual practice this issue has not
figured among those discussed so far by WTO Members. The TBT Committee has been
established to oversee implementation of the Agreement (Article 13).  Although the
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Committee met seven times during its first two years of existence (1995 and 1996), the

question of elaborating mutual recognition agreements was not addressed.

Lastly, although the Code of Good Practice represents a considerable step forward
through extending for the first time a common mode of operation for private standards bodies
consistent with the disciplines of the multilateral trading system, the Code remains voluntary
and lacks an enforcement mechanism. Compliance with the disciplines and procedures it

sets out for private standardizing bodies is not an obligatory part of the TBT Agreement.

B. Treatment of Developing Countries under the WTO TBT Agreement

The WTO TBT Agreement contains one article on differential treatment of developing
country members (Article 12). However, unlike several other agreements in the Uruguay
Round, the TBT Agreement makes no general allowance for a longer transition period for
developing countries in terms of their compliance with the disciplines on standards and
technical regulations, or the establishment of enquiry points and submission of all relevant
notifications.

Article 12 allows for differential treatment of developing countries in three important
ways. Developing members are not expected to use international standards as a basis for
their standards and technical regulations which are “not appropriate to their development,
financial and trade needs” (Article 12.4). The justification for this provision is to allow
developing members to preserve indigenous technology and production methods in line with
their level of development. However, as will be seen later in this study, such a dispensation
is clearly not in the interest of developing countries, as the adoption of national standards
which are not internationally compatible makes the eventual integration of such products into
global markets more difficult. And it reduces the economic efficiency of production processes
in developing countries, which remain segregated from those of the dominant and most

technologically advanced firms.

In the case that a developing country member feels unable to fully comply with the
obligations of the TBT Agreement, Article 12.8 provides for the possibility of a request for

2 The Code of Good Practice outlines general principles for development and applications of standards by
nongovernmental organizations. These principles include : national treatment of products from foreign suppliers;
treatment no less favorable than that accorded to domestic products or imports; publication and dissemination of work in
progress; institution of a 60-day comment period prior to adoption of standards; and refraining from applying standards
that could serve as barriers to international trade.
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specified, time-limited exceptions in whole or part from these obligations. The TBT
Committee is authorized to grant such exceptions after consideration, according to the
“special deveiopment and trade needs of the developing country Member, as well as its stage
of technological development”. To date the TBT Committee has received no such requests,
which means that developing countries should already be complying with the obligations and
disciplines of the TBT Agreement. The section below evaluates compliance to present with
these obligations. Lastly, Article 12.7 provides for technical assistance to be given to
developing countries for the preparation and application of technical reguiations, standards

and conformity assessiment procedures.

C. Implementation of WTO TBT Agreement by Developing Countries

The WTO TBT Agreement contains some very specific requirements with respect to
implementation. Some of these are one-time obligations such as the necessity to establish
an enquiry point and to notify national implementing legislation for the new Agreement.
However, other obligations are ongoing ones, particularly with respect to notification. Such
requirements are pervasive throughout the Agreement and include an obligation to notify the

following :

i} all new technical regulations by central and local government bodies, when these
may have a “significant effect on trade of other Members” (Articles 2.9.1; 2.10.1;
and 3.2);

ii) all conformity assessment procedures by central and local government bodies
when these may have a “significant effect on trade of other Members” (Articles
5.6; 5.7; and 7.2);

i) agreements with any other country or countries on standards, technical
regulations or conformity assessment procedures “which may have a significant
effect on trade” (Article 10.7);

i) measures taken to ensure the implementation and administration of the
Agreement (Article 15.2);

ii) acceptance or withdrawal from the Code of Good Practice (Annex 3.C});

iii) notification of the work programmes of the standardizing bodies who have
accepted the Code of Good Practice, to be made every six months, as well as
information on the standards under preparation and those which have recently
been adopted {(Annex 3.J).
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As stated earlier, the new WTO TBT Agreement is universal in its membership. More
than 80 developing countries are how members of the Agreement by virtus of their ratification
of the Uruguay Round Agreement, all of which are thus required to carry out the requirements
of the Agreement listed above. In practice, however, compliance by developing country
members with the obligations and requirements of the TBT Agreement has been lax at best.
Table 9 sets out four different areas of obligations of the Agreement, along with the listing of

developing countries that have fuifilled each.

The obligation to establish an enquiry point is set out in Article 10 under information
and assistance. Such enquiry points are to provide answers to enguiries from other Mlembers
and to distribute relevant documents concerning standards, technical reguiations and
conformity assessment procedures, in existence or proposed, by central or local government
bodies. One single body is to be designated in each Member country as responsible for the
notification requirements under the Agreement, except those in Annex 3 on the Good of Good
Practice. As of end 1996 only 42 of the more than 90 developing members had established
enquiry points. And during the first seven months of 1986, only 8 developing countries
submitted notifications of new or changed technical regulations (four countries in the Western
Hemisphere and five in Asia), as compared with 18 developed country members. The
notifications by developing members numbered 46 out of a total of 233, or less than 20

percent.

Few developing countries have submiited obligatory statements of implementation
of the TBT Agreement : this is the case for only 17 members (six countries in the Western
Hemisphere and seven in Asia), indicating a remarkabie laxity in compliance with one of the
most basic obligations of the Agreement. Lastly, in terms of the Code of Good Practice, which
is a non-binding commitment, standardizing bodies from 21 developing countries indicated
acceptance of this Code as of December 19986, out of a total of 60 accepiances {of which nine
countries in the Western Hemisphere and six countries in Asia} . Once again, this is a very
limited number of countries, indicating that standards bodies in other developing countries
are either not aware of this Code of Good Practice, or do not wish to be bound by its

provisions in the elaboration of national standards.



Table 9

COMPLIANCE BY DEVELOPING COUNTRIES WITH

WTO TBT AGREEMENT OBLIGATIONS
(As of October 1996)

I. COUNTRIES HAVING ESTABLISHED ENQUIRY POINTS

Argentina Hong Kong Peru

Bahrain India Phillipines

Benin Indonesia Singapore

Bolivia Jamaica Sri Lanka

Brazil Kenya Tanzania

Chile Korea, Rep. Of Thailand

Colombia Macau Trinidad & Tobago

Costa Rica Malaui Tunisia

Cuba Malaysia Turkey

Cyprus Mauritius Uganda

Dominican Republic Mexico Zambia

Egypt Morocco Zimbabwe

El Salvador Myanmar

Fiji Nigeria

Ghana Pakistan (42 out of 73 total)
I. COUNTRIES HAVING SUBMITTED STATEMENTS OF IMPLEMENTATION

UNDER ARTICLE 15.2

Argentina Indonesia Sri Lanka

Bahrain Korea, Rep. Of Tunisia

Brazil Malaysia Uganda

Chile Mexico

Colombia Nigeria

Cuba Philippines

Hong Kong Singapore (17 out of 44 total)
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HI. COUNTRIES HAVING SUBMITTED TBT NOTIFICATIONS DURING 1996

(January-August)

Argentina (1) Jamaica (1) Mexico (7)
Brazil (3) Korea (6) Philippines (11)
Hong Kong (4) Malaysia (8) Thailand (5)
(46 out of 233 total)
IV. STANDARDIZING BODIES THAT HAVE ACCEPTED THE
WTO TBT AGREEMENT CODE OF GOOD PRACTICE
Brazil Jamaica Trinidad & Tobago
Chile Kenya Tunisia
Colombia Malaysia Turkey
Cuba Peru Venezuela
Ecuador Philippines Zimbabwe
Egypt Senegal
India Singapore
Indonesia Thailand (21 out of 60 total)

Source: Report of the WTO Committee on TBT for Consideration by the Singapore Ministerial
Conference, Geneva, 22 October 1996.
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Vi. International Standardizing Bodies and Developing Countries

Some 28 international bodies are involved in standards-setting on a global level, with
the participation of hundreds of organizations from around the world, the majority of them
however from developed countries. Of these organizations, three account for 85 percent of
all international standards, issuing between them nearly 1,000 new or revised standards each
year.?’ The oldest of the three is the International Electrotechnical Commission (IEC), founded
in 1908 to prepare standards in the electrotechnology field. The main organization is the
International Organization for Standardization (ISO), founded in 1946,and which prepares
standards in all other fields except electrical and electrotechnical standards and
telecommunications. The scope of activity of the ISO is unlimited, and in principle, it may
undertake standardization initiatives relating to any product or service market. However, in
several specialized fields the ISO defers to other organizations such as the international
Telecommunications Union (ITU) that covers international telecommunication standardization
and the Codex Alimentarius Commission, founded in 1962 to develop standards for food

safety and labeling issues.?

Though a part of the community of international organizations, the ISO and IEC are
different in terms of status, as they are private, non-governmental organizations. Each
member country designates its own representative, and the 114 ISO members are composed
of the main national standards bodies from each country which may be either government
agehcies or private sector standards entities. Similarly, the IEC has a membership of around
50 national committees representing both private and public sector interests. In contrast, the
ITU is a treaty organization under the United Nations, whose membership is made up of

government representatives only and not industry.

Development of standards by all three main standardizing bodies is a lengthy process
which operates through the active and voluntary participation of members with “consensus”
required to obtain results. The actual way in which standards are elaborated in the three is
similar in its major elements. The ISO, IEC, and the ITU all have administrative structures with

committees, subcommittees, and working groups which are formed when a sufficient number

2 gee article on “Standards for the World”, Financial Times, October 13, 1995.

2 Other international bodies with important standardization activities include the International Conference on Weights and
Measures, the International Bureau for the Standardization of Man-Made Fibres, the International Commission on
flumination, the International Air Transport Association, the International institute of Refrigeration, and the International
Institute of Welding, among others. See Alan O. Sykes (1995), Product Standards for Internationally Integrated Goods
Markets, op.cit., pp. 58-60. See also National Research Council, Standards, Conformity Assessment and Trade into the

21st Century, op.cit.,, pp.46-48.

46



of members express interest in considering the possibility of developing standards in a
particular area. All three rely on consensus as the ultimate form of decision ; if the working
group comes to an agreement, it will make a proposal for a standard and the member nations
will then vote on whether to accept this proposa! as a new, international “standard”. A
recommendation becomes a standard after 75 percent of the 1SC members accept it. These
standards remain “voluntary”, that is member nations are not obligated to adopt them in their
national markets; however their approval suggests that broad-based compliance shouid
follow. In all three organizations participation in the standardizing process is voluntary at all

levels but once a nation becomes a member, it is expected {o participate actively.

In term of scope and impact, the iSO has developed to present around 9,800 voluntary
standards.? Though this is a large number, it is fairly insignificant compared with the many
thousands of standards in effect in the markets of developed countries. However, the iSO
work in the area of elaborating a quality system standards series has received substantial
attention over the past decade. This consists of a series of five international standards for
quality assurance management systems (ISC 90C¢0, 8001, 9002, 9003 and 3004) which were
published in in 1986 and revised in 1994 and which are commonily known as the ISO 9000
series. The ISO has also extended its reach to the area of environmentai guality management

in the form of the ISO 14000 series which is presently being developed.

Both the ISO and the IEC have formal links with the World Trade Organization through
the Committee on Technica! Barriers ic Trade. Both IS0 and IEC representatives have
spoken at meetings of the TBT Commiittee on relevant aspects of international standardizing
work. The TBT Agreement specifically encourages members to participate in the setting of
international standards (Articie 2.6). The Code of Good Practice for the Preparation, Adoption
and Application of Standards makes several references to ISOAEC work, and standardizing
bodies are required to notify the acceptance of the Code as well as the work programme of
national standards bodies to the ISG/AEC information Centre (ISONET). The ISONET
(information network on standards activities) is maintained by the ISONEC) rather than by the
WTO Secretariat. The objectives of the ISONET are to coordinate and channe! the flow of
information on standards, technical regulations and standards-reiated documents both
internationally and nationally, by linking the information centres of the ISONET members into

a coherent information system. There are presently 72 national members of ISONET.

2 Though this number may sound impressive, to put it into perspective it should be remembered that the 1SO has been at
work now for half a century in developing standards. This represents a rate of eiaboration of international standards of
only around 280 per year. Also compare the 7,000 or so internationally-agreed standards with the more than 50,000
standards existing at present in the U.S.market, with a similar number in Western Europe. In this context it is clear that
the process of international standardization is a slow and tortorous one.
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A. Participation by Developing Countries in ISO Work

Out of its total membership of 145 at present, the ISO lists 52 members, or nearly half,
from developing countries.? This list is set out in Appendix ll. Although the ISO has several
policy development committees, including one devoted exclusively to developing countries
and another devoted to conformity assessment, the bulk of the work in 1ISO/ IEC takes place
in working groups and technical committees. SO has more than 180 active technical
committees, some 630 subcommittees, and around 2,000 working groups that are led by 821
secretariats from 35 member countries who act as secretaries or leaders of the technical
committees. Each technical committee consists of participating members, observer members,
liaison organizations, and delegations of suppliers, user representatives and government.

The IEC’s work is conducted by over 200 technical committees of similar structure.

The participation of developing countries in the work of these organizations has not
been very strong in the past. The list of developing countries which hold secretariats or which
are responsible for leading the work on standards development within the ISO working
structure is very limited and is shown in Table 10. Only ten developing countries chair a
secretariat of some sort within the ISO. Of the total 184 secretariats of ISO technical
committees, only 10, or 5.4 percent are held by developing countries; of the 591 secretariats
of technical sub-committees, only 19, or 3.2 percent are held by developing countries; of the
1,944 secretariats of working groups , only 29, or 1.5 percent are held by developing countries
Overall, developing country member bodies hold only 2.8 percent of the secretariats of
working bodies (i.e. technical committees, sub-committees or working groups) within the 1SO.
Those developing countries with the relatively larger participation in ISO work are China and
India. The only developing country in the entire Western Hemishere to hold an ISO working

group secretariat is Brazil.

This situation carries with it several implications for the development of international
standards. The very limited participation of developing countries in the ISO/IEC standardizing
process means that most international standards have been skewed towards developed-
country requirements, and most of this European. European members have dominated the
international standardization process. At present, two-thirds of the ISO secretariats are held

by European members, which means that the adoption rate of ISO and IEC standards has been

24 This list includes a few of the formally centrally-planned economies from Eastern Europe as well as some of the states
of the former Soviet Union, namely : Albania; Belarus; Bosnia and Herzegovina; Romania; Macedonia; Ukraine and
Uzbekistan. If these seven countries are subtracted from the list, it makes 45 1SO member bodies in developing

countries.
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Table 10

PARTICIPATION BY DEVELOPING COUNTRIES IN
THE WORK OF THE ISO

Number of Secretariats held by Developing Countries

Countries Technical Sub-Committees Working Total
Committees Groups
Brazil - 3 4 7
China 1 5 15 21
Colombia - 1 - 1
India 5 5 3 13
Iran _ ' 2 1 1 4
Malaysia 1 1 2 4
Mongolia - - 1 1
Singapore - - 2 2
Tanzania - 1 - 1
Thailand - - 1 1
Total LDCs 9 17 29 55
% of Total ISO Committees and 5.4% 3.2% 1.5% 2.0%
Working Groups

Source: ISO Secretariat, Geneva, 1996.
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much higher in Europe.?® This European influence makes the process of attempting to align
national standards with international standards-more problematic for developing countries,
as will be seen in section VIil. It alsc slows down the growth of trade through making the
penetration of firms from developing countries into European and U.S. markets more difficult,
to the degree that national standards differ and developing-country objectives are not taken

up in international standardizing fora.
B. Adoption of ISO Standards and Guides by Developing Countries

Another of the major contributions made by the two international standardizing bodies
has been the elaboration of internationally agreed Guides to serve as the basis for the work
and activities of standards bodies and conformity assessment procedures. To date a total of
nearly 70 different Guides have been elaborated for activities as diverse as: the establishment
of national standards bodies; practices for the testing, inspection and certification of
products, processes and services; guidelines for acceptance of certification and accreditation
bodies; guidelines for laboratory proficiency testing; guidelines for a third-party assessment
and registration of a product quality system; guidelines for the presentation of inspection
results; requirements for the competence of calibration and testing laboratories; requirements
for the acceptance of inspection bodies; requirements for assessment and accreditation of
certification/registration bodies; requirements for bodies operating product certification
systems; and many others. It is difficult to know the extent to which these international
Guides are used as references for national practices in developing countries, as no such

information exists.

More concrete information is available on the adoption of the relatively new 1SO 9000
series for internal quality management and quality assurance. This series was developed in
the mid-1980s in order to bring about greater coherence and similarity in production
techniques and thus product quality for both industrial output and service sector activity and

thus enhance compatibility between trading partners. The ISO 9000 and ISO 9004 models

5 predominance of the European influence in international standardization derives from the fact that within the European
Union, there exist 18 countries with long established and sophisticated national standards bodies. However, as all of
these must abide by the directions of the European Union under the Commission, Western Europe is in a unique position
to dictate what work is done in the I1SC and IEC and which type of standards are accepted. The rest of the world's
standardization community is not nearly as well organized, despite the existence of regional standardization bodies such
as the PASC in the Asia Pacific and COPANT in the Americas, as seen above. Even the United States which is a
participant or observer in 85 percent of ISO and IEC work, held only 13 percent of the ISO technical committee and sub-
committee secretariats in 1992. See “The Development of National and international Standards and the Influence of the
WTO/TBT Code”, paper presented by Peter Walsh to the APEC Seminar on the Implementation of the Uruguay Round
Agreement on Technical Barriers to Trade, May 1996, and National Research Council, Standards, Conformity
Assessment, and Trade (1995), op.cit., pp. 46-47.
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present guidelines on internal quality management, in providing firms with a set of definitions
as to what constitutes quality and how to set up a system of quality control in production.
The 1SO 9001 to 9003 models are applicable to external quality assurance purposes and are
applicable to contracts between supplier and client for the design/development, production,

installation and servicing of products as well as for final inspection and testing.

The ISO 9000 standards have been adopted by firms in over 70 countries to present,
and more than 95,000 certificates had been issued for ISO 9000 worldwide as of mid-1995.
However, most of the firms having subscribed to the 1SO 9000 series are from developed
economies; the participation of firms from developing countries is still very modest.?* In June
1995, of the world total of ISO 9000 certifications, the United Kingdom represented nearly half
of these worldwide (47 percent), while other European countries held 29 percent of total
certifications, and North American firms 8 percent. Developing countries in Asia and the

Western Hemisphere accounted for only 8 percent of total certifications.””

Table 11 sets out the country headquarters for companies which have certified with
iSO 9000 quality systems from developing countries in Asia and in the Western Hemisphere.
In Asia, a total of 6,513 firms have certified with the ISO 9000 standard. However, firms from
Singapore, Taiwan, Hong Kong and South Korea account for nearly two-thirds of this total.
Certification by firms from other countries (with the exception of India, Malaysia and more
recently China) has not yet been widespread. One explanation given for this is that
companies in the newly industrializing or emerging Asian economies were pioneers in
operating quality management systems (following the Japanese model) that function
somewhat differently from the ISO 9000 standard. This fact, combined with already high levels
of international competitiveness has resuited in the relatively low nhumber of companies that
have implemented quality systems compatible with the 1SO 9000 standard.”® Nevertheless,
growth in ISO 9000 certifications in developing Asia has been very rapid between 1993 and
mid-1995, with the number of certified firms increasing by ninefold during this two and a half
year period. In most of the countries in developing Asia the major drive for implementing the

ISO 9000 standards has been to facilitate exports, especially to the European Union.

2 Western European firms have dominated the ISO 9000 cettifications, largely because they were highly instrumental in
its development. However, the adoption of the ISO 9000 in 1989 by the European Community, as part of its Global
Approach to Testing and Certification, forming a part of the EC 1992 Single Market initiative, was also very significant in
promoting the use of the standard on a worldwide basis. The number of companies with certified ISO 8000 quality
systems in place as of end 1995 is found in the ISO 9000 News, March 1996,

# See John Wilson (1995), Standards and APEC: An Action Agenda, op.cit., page 43.

2 This observations, along with the statistics on the number of certified firms in Asia and the Western Hemisphere are
drawn from a study by Hessel Schuurman on “Quality management and application of the 1SO 9000 standards in Latin
America”, prepared for the Division of Production, Productivity and Management of the ECLAC Secretariat, April 1996.
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Table 11

ADOPTION OF 1SO 9000 STANDARDS BY DEVELOPING COUNTRIES

A. ASIA: Number of nationally-based companies with certified ISO 9000 quality systems

January 1993 June 1994 December 1995 Participation

in Total
Singapore 243 662 1180 18.12%
Taiwan 43 337 1354 20.79%
Hong Kong 69 336 739 11.35%
South Korea 27 226 619 9.50%
India 8 328 1023 15.71%
Malaysia 122 258 690 10.59%
China 10 150 507 7.78%
Thailand 3 24 143 2.19%
Indonesia 1 22 125 1.92%
Philippines - 13 102 1.57%
Brunei - 3 17 0.26%
Sri Lanka 1 1 7 0.11%
Pakistan - 1 7 0.11%
Total 527 2361 6513 100.00%

Table continued -
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B. LATIN AMERICA: Number of nationally-based companies with certified ISO 9000 quality sytems

January 1993 June 1994 December 1995 Participation
in total
Brazil 19 384 923 64.41%
Mexico 16 85 215 15.00%
Argentina 3 23 86 6.00%
Venezuela 5 28 81 5.65%
Colombia - 23 49 3.42%
Puerto Rico - 4 25 1.74%
Chile - 9 21 1.47%
Trinidad & Tobago - - 9 0.63%
Uruguay - - 8 0.56%
Peru - - 7 0.49%
Dom. Republic - - 4 0.28%
Costa Rica - 2 p 0.14%
Jamaica - - 2 0.14%
El Salvador - 1 1 0.07%
TOTAL 559 1433 100.00%

In brackets; number of companies. The same company can have several certificates for different sites

and/or activities.

Source: ISO 9000 News, June 1996.
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In the Western Hemisphere, there are far fewer firms which have certified with the ISO
9000 standard. This total stood at 1,433 at end 1995, with firms from just two countries - Brazil
and Mexico - making up 80 percent of this total. Of the other countries that show firms with
ISO 9000 certification, these numbers are very small (less than 10 firms for Costa Rica,
Dominican Republic, Ei Salvador, Jamaica, Peru, Trinidad and Tobago and Uruguay). In
general, ISO and other programs for accreditation, certification and assessment are very

recent in Central and South America and have to date made little headway in these areas.

Expected benefits for developing firms from adhering to an ISO 9000 quality system
are enlarged markets made possible by increased competitiveness due to a lowering of
internal costs through increased efficiency and quality of the firm’s operations as well as
guarantees to consumers worldwide of a certain product quality. However, these benefits
have been questioned by some due to the relatively high costs of such certification (putting
into place of compiex new layers of duplicative requirements) and the way in which the ISO
certification process is carried out in developing countries where national accreditation
boards are often under direct government control and thus show a conflict of interest due to

the lack of an internationai regime for recognition of 1ISO certificates.”®

2 gee special section on 1SO 9000 and ISO 14000 in Les Affaires, samedi 25 mai 1996.
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Vil Treatment of Standards within Regional Integration Arrangements

Standards, technicai reguiations and conformity assessment have been concerns of
several of the regional trading arrangements. in the case of Western Europe, member
countries have been working on standards and technical regulations since the establishment
of the European Community in 1957. The evolution of the European Commission’s approach
towards standards in the mid-1980s as a resuit of the Cecchini Report on the creation of the
European Single Market, proved to be a major factor in allowing member countries to move
forward towards a more advanced level of integration. Decisions relating to harmonization and
compatibility of standards also form an important part of the NAFTA treaty which came into
effect in 19%4. Both arrangements have extended the scope of existing muitilateral
disciplines. Because they provide a model for much of the work that is being carried out on
standards in regionai trading arrangements involving developing countries, the European
Union and the NAFTA approaches to standards are reviewed below before an examination of
policies on standards and conformity assessment in the major regional and sub-regional
trading arrangements with developing country participation in Asia and the Western

Hemisphere.

A. European Community Precedent

The European approach towards standards has evolved over a period of nearly forty
years. In the Treaty of Rome the European Council of Ministers was authorized to issue
directives to harmonize the measures of member states that “directly affect the establishment
or functioning of the common market.”*® This proved however to be a laborious process.
Proposals for harmonization were considered on a product by product basis and only those
products that met the specifications could circulate freely within the Community. Proceeding
with harmonization required a unanimous decision by the Council which was extremely
difficuit to obtain. Nonetheless, harmonization of product standards was pushed at the
politica! levs! in the European Community during its first twenty years, lasting through the
I870s. On the basis of proposals by the European Commission, efforts were made to
harmonize technical regulations for a number of industries, including, in particular, food and
food products and certain industrial sectors such as automobiles. Due to the opposition

which was manifested from national governments as well as from sectoral interests unwilling

¥ This discussion is drawn from Alan O. Sykes (1995), Product Standards for Internationally Integrated Goods Markets,
op.cit., pp. 87-102.
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to incur the costs involved in changing established regulations, it became clear that progress
on European integration would be held up by the impossibility of harmonizing “en bloc” all
the differing national standards.’’ Also, private national standards institutions were
producing standards far quicker than the Commission was able to obtain agreement on

common standards.

As standards became identified with technical barriers to trade and with serious
obstacles to integrated markets, the European Commission and Council embraced a “new
approach” towards standardization in the mid-1980s ; rather than requiring obligatory
harmonization of standards and technical regulations, the Council would limit itself to setting
out the “essential requirements” that products must meet (understood to encompass
primarily health, safety, environmental protection, and consumer protection). This new
approach, based on the concept that a product sold lawfully in one market could be sold
freely through the Community, was first set out by the European Court of Justice in its Cassis
de Dijon ruling in 1979. It was then facilitated by the Single European Act, which amended
the Treaty of Rome to allow directives on matters of technical harmonization to be decided

through “qualified majority” voting rather than unanimous decisions.

Member states of the European Union are now required to conform their national laws
and regulations to an “essential requirements directive”, when issued by the Council. The
European Court of Justice is empowered to assess whether national conformity has been
achieved, and the Commission may determine that national measures are “equivalent” to the
essential requirements.*> When a product conforms to national measures deemed equivalent
by the Commission, it is presumed to meet the essential requirements and may be sold freely
within the Community. Thus the new approach of the European Union is based upon mutual
recognition of equivalent (but not necessarily identical) national standards. In parallel to
reciprocal recognition of the equivalence of testing and compliance for product standards,
the European Commission instituted a new approach to product regulation by devolving
responsibility for a wide range of testing and certification processes from public authorities

to private bodies.

31 At the end of the 1980s, after laboring more than 40 years, the European Commission had developed some 2,000
European standards, as compared with a stock of some 22,000 standards in the German national standards institution,
DIN. As an indication of the time taken to adopt common provisions in EC Directives, it took 11 years to negotiate
common requirements for mineral water specifications which would be obligatory in all national EC member markets.
See Stephen Woolcock (1995), "Regional Integration and Multilateralism: Technical Barriers to Trade”, paper prepared
for the OECD Workshop on Regional Integration and its Place in the Multilateral Trading System, Paris.

32 The Council often elects to allow the European-wide standardizing bodies such as the Comite Europeen de
Normalisation (CEN), Comite Europeen de Normalisation Electrotechniqgue (CENELEC), and European
Telecommunications Standards Institute to formulate detailed standards that meet the essential requirements for a
particular product or service.
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The “new approach” adopted by the European Community addressed differences in
substantive standards and regulations. To tackle the equally, if not more, serious problem
of conformity assessment procedures, the Commission introduced a “global approach” to
conformity assessment set out in its “Global Approach to Certification and Testing” adopted
in December 1989.>* The first element of this new approach is to encourage all parties
involved in certification and testing to adopt European quality control standards when
carrying out their activities (such as the EN 29000 and the EN 45000 standards). The second
element of this new approach is to promulgate guidelines for when and where the necessary
testing and certification for each product will occur. Such guidelines have as a goal to
minimize the cost and intrusiveness of testing and certification while still meeting essential
regulatory objectives. Those laboratory and other facilities engaged in testing and
certification are encouraged to follow the Europe-wide standards and are authorized to grant
a generic mark of conformity - the “CE” mark to goods meeting the requirements which can
then circulate freely among all EU members. The global approach presumes the existence
of “essential requirements” which would harmonize the underlying regulatory requirements

in member states.*

The application of mutual recognition through the global approach means that in
practice any product from a firm domiciled within an EU country complying with the minimum
essential requirements can be put on the market and sold throughout the European Union
without the need for further testing or certification. With respect to foreign suppliers, the EC
Council Resolution of December 1989 sets out EC policy on the recognition of non-EC test
reports or certificates. In the case of products that are subject to mandatory technical
regulations, the stated policy of the EU is to encourage mutual recognition. Such an
approach has direct implications for third country suppliers. Any non-EC origin product
which is found by a certified national body to be in conformity with the EC minimum essential
requirements would be allowed for sale throughout the entire European Union (inclusive of
the countries of the European Economic Area as well, through an agreement dating from
1992). For example, a developing country supplier would still face the requirements of
meeting the prescribed technical regulations, but would face only one conformity test for the
whole European Union rather than 15 individual national tests.

3 *European Commission: A Global Approach to Certification and Testing,” Official Journal of the European Communities
(1989), C 267/3.

3 gSykes states that the implementation of the system described as the “new approach” coupled with the “global
approach” ha been slow because of the backlog of standardization work at the European standards organization, but that
over the fong run, the change in approach to standards-setting and conformity is expected to reduce considerably the
extent of technicai barriers assciated with conformity assessment. See Alan O. Sykes (1995), Praduct Standards for
internationally Integrated Goods Markets, op.cit., pp. 94-95.
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However, mutual recognition by the European Commission is to be granted on a case-
by-case basis, and only when the competence of the non-EC testing and certification bodies
is considered to be on a par with those in the European Union. And although negotiations on
mutual recognition agreements are currently ongoing with several of the EU’s trading partners
including the United States, Canada, Japan, Australia and New Zealand, these negotiations
have made little progress in actual practice and none have been concluded to present.*® Thus
the conformity assessment side of the EU’s revised approach to standardization may still
present problems to third-country suppliers in obtaining a guaranteed access to the European
market although the internal aspect of facilitating intra-EC trade through reducing the barriers

caused by differing national standards appears to have been substantially improved.

B. NAFTA’s Experience

The provisions in the North American Free Trade Agreement treaty which came into
effect in January 1994 and which groups the three countries of Canada, Mexico and the United
States, closely follow those in the WTO Agreement on Technical Barriers to Trade, as NAFTA
was being negotiated at the same time as the Uruguay Round negotiations with consequent
synergy between the two processes. Chapter 9 of NAFTA treats standards other than
sanitary and phytosanitary standards, while technical specifications for government
procurement are addressed in Chapter 10. NAFTA eschews harmonization of regulations and
standards in favor of an approach which encourages the compatibility of regulations and
standards. . .”to the greatest extent possible”. National sovereignty with regard to the setting
of levels of environmental and health protection is explicitly preserved in Article 904 through
allowing NAFTA members to establish standards to protect human, animal, plant life, the
environment or consumers. However, Article 904 mandates that standards should not be
implemented for the purpose of inhibiting trade and for this, all parties must grant national
treatment and most-favoured nation treatment. Parties are required to adopt international

standards unless those standards are inappropriate in fulfilling “legitimate objectives”.*

38 part of the problem in realizing a mutual recognition agreement lies in the differences in structure in the national
standardizing activities. For example, the EU and the U.S. approaches to product certification are very different. The
European approach mandates product certification by approved, notified bodies designated by governments, while the
U.S. approach aflows product certification by manufacturers, or public or private laboratories. Thus a centralized
approach for the former contrasts with a decentralized approach for the latter, which complicates agreement not
necessarily on objectives, but on how to achieve them. It also means that a great deal of time must be devoted to an
exchange of information and sector-specific data in order to ascertain equivalencies of policy. See Charles Ludolph
(1995), “Mutual Recognition Agreements - Access to the European Union”, U.S. Department of Commerce, internal
aper.
?' Such objectives have been defined to include (but are not limited to) “fundamental climatic, geographical, technological
or infrastructural factors, scientific justification or the level of protection that the Party considers appropriate.” See the
NAFTA Treaty, Article 905.
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implementation of Chapter 9 of NAFTA has been delegated to a Committee on
Standards-Related Measures (CSRM), composed of government representatives from each
member country. The Committee has met five times to date (April 1996). Main topics which
have been discussed relate to the effect of various proposed regulations and their impact on
trade between the NAFTA parties. Examples of regulations considered by the CSRM include
the U.S.-proposed regulations on seafood and frozen packaged vegetables and Mexico’s

product certification policy.*

The Committee on Standards-Related Measures is entitled to establish subcommittees
and working groups. Four sectors have been singled out in the NAFTA treaty (Article 913)
specifically for the purpose of looking into the question of standards compatibility. The Land
Transportation Standards Subcommittee is responsible for making relevant standards
compatible for bus, truck and rail operations. This committee has established separate
working groups to address different areas of concern. The Telecom Standards Subcommittee
is responsible for making compatible the standards-related measures for authorized
equipment. The Automotive Standards Council is responsible for making compatible
standards that apply to automotive goods. It is considering several issues related to
standards for the manufacture, maintenance and operation of automotive parts and vehicles.*
Lastly, the Subcommittee on Labelling of Textile and Apparel Goods is responsible for the

harmonization of labeling requirements to facilitate trade in textile and apparel goods.

In addition to the government-led committees and subcommittees, a Trilateral
Standardization Forum was established to facilitate harmonization in the voluntary standards
area. It is sponsored by the Standards Council of Canada, the American National Standards
Institute, Direccion General de Normas of the Mexican government and the Mexican National
Chamber of Industry and Transformation. Some of the areas being pursued by this forum are
conformity assessment, building codes, and toy standards.*®

37 Selma M. Lussenburg and Jerome Breslin (1996), “Standards as a Barrier to International Trade”, Background paper
for presentation at the American Bar Association meeting in Montreal, Canada, April.

3 Some of the issues under consideration by the Automotive Standards Council include certification, iabelling, controls
displays and symbols, daytime running lights, metric conversion and language, motor cycle mirrors, truck brakes, child
restraints and their installation, etc. Most of the standards-related issues have not had a substantial impact on trade in
new motor vehicles, as the North American market was already relatively integrated. NAFTA mandates free trade in
used automotive vehicles, however, which will be phased in between 2008 and 2018. Unlike trade in hew motor vehicles,
where a manufacturer can customize the motor vehicle for its target market, the trade of old motor vehicles is likely to
cause standards-related problems.

¥ See “Standards as a Barrier to International Trade”, background paper for presentation at the American Bar
Association Meeting, Canada, April 1996.
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Work in the committees cited above and in the Trilateral Standardization Forum
appears to be moving fairly slowly, and to date very few standards have actually been made
compatible. This may be due partially to the need to first strengthen the institutional infra-
structure in Mexico, which is not yet on par with that in the U.S. and Canada.

As two of the three members of NAFTA have federal structures rather than centralized
government structures, the obligations of state and local government regulations with respect
to standards and technical regulations are important. Here NAFTA’s provisions, like those of
the WTO TBT Agreement, are relatively weak. Central government is required to take
“appropriate” measures to ensure compliance by sub-federal government but it is unclear as

to how strong this obligation is in practice.*

On conformity assessment, NAFTA urges the use of the principle of “equivalence”.
NAFTA requires the parties to strive to recognize certification and conformity assessment
procedures implemented by other members. This is set out in Article 906.4 which provides
for the reciprocal recognition of technical standards. The article does not however provide
for full mutual recognition, as does the new global approach of the European Community; in
the NAFTA case, the importing country is to treat a regulation as “equivalent” when it is
“satisfied” that its requirements have been met and that its technical regulation adequately
fulfils the importing party’s legitimate objectives. If an importing country does not accept a
technical regulation as “equivalent”, then it must give reasons in writing upon request. This
method leaves the final decision on the compatibility with regulations to be determined by the
authorities of the importing country on a case by case basis, whereas in the European
Community the Commission carries out this function for ali the member states. NAFTA
signatories are also required to provide efficient and transparent administrative procedures

for processing applications for conformity assessment from other members.

Though the NAFTA treaty stops short of espousing full mutual recognition,
elaboration of MRAs is certainly possible under NAFTA. However, no MRA has yet been
negotiated by the three NAFTA governments. One MRA was negotiated in June 1995 for the
engineering profession by private sector representatives of the three NAFTA countries. Under
this MRA the professional credentials of engineers as certified in one NAFTA country would
be recognized in the other countries. The MRA is awaiting ratification by professional

organizations in each country, as well as by government bodies in the U.S. and Canada that

# The wording of the NAFTA differs from that of the TBT Agreement as the latter requires “reasonable” rather than
“appropriate” measures by the central government to ensure compliance by sub-federal government. in theory the
NAFTA provision is stronger than that of the WTO.
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license engineers.* In summary, it seems that the work on standards-related activities in
NAFTA has been moving forward siowly aithough the objectives are fairly ambitious. One
area in which progress is important in NAFTA is that of ensuring transparency, and the

notification of developments and/or changes in national standards policies.

C. Regional Work on Standards by Developing Economies in Asia

Within the Asia Pacific region, there are two regional trading arrangements with
developing-country membership. The Association of Southeast Asian Nations (ASEAN) is a
preferential arrangement of long date, established in 1967 and now comprising six members
including Indonesia, Malaysia, the Philippines, Singapore, Thailand and VietNam (the latter
since January 1996). The Asia-Pacific Economic Cooperation (APEC) grouping on the other
hand is a recent initiative, having been established in November 1989. APEC’s membership
is broader than that of ASEAN and includes five developed members as well as thirteen
developing members of very wide-ranging levels of development.? Both integration
groupings deal with standards-reiated issues as part of their ongoing agenda for trade

liberalization and facilitation.

ASEAN was originally established primarily for security reasons and for the
coordination of foreign policy in the southeast Asian region among like-minded governments.
Although the grouping attempted to implement a preferential trading area (PTA} in the mid-
1970s, trade integration only recently took on increased importance through the decision to
create the “AFTA” or the ASEAN Free Trade Area, brought into effect in January 1992. As part
of the effort to facilitate trade, standards were aiso included in the agenda through the
creation of the ASEAN Consultative Committee for Standardization and Quality (ACCSQ) in
October 1992. The purpose of the ACCSQ is to promote cooperation and to coordinate aid
from foreign standards bodies in developing ASEAN standards and conformity assessment
capabilities. Three technical working groups are looking into standards and conformity
assessment issues, such as harmonization, reduction of technical barriers to trade, mutual

recognition of conformity assessment and tests from ASEAN laboratories, better training of

41 See Gary Hufbauer and Jeffrey Schott (1994), NAFTA: An Assessment, Wahington D.C.: Institute for International
Economics.

2 APEC's founding members were Australia, Brunei, Canada, Indonesia, Japan, Republic of Korea, Malaysia, New
Zealand, the Philippines, Thailand and the United States. Subsequently both the People’s Republic of China, Hong Kong
and Taipei Province of China were admitted in 1991, followed by Mexico and Papua New Guinea in 1993. Chile was
admitted in 1994, at which time a three-year moratorium on new members was adopted. Atthe APEC Leaders Meating
in Subic Bay, Philippines (November 1996), it was decided to admit Peru and Vietnam as APEC members in 1998.
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quality system assessors, establishment of an ASEAN registration program for quality system
assessors, and comparisons of member’s calibration activities.*® More information is needed
on the progress which has been made by this Consultative Committee over the past two and

a half years in these areas.

In contrast to all other regional integration arrangements, the guiding vision for the
APEC grouping is “open regionalism” which translates into reduced trade and investment
barriers in the Asia Pacific that are applied equally to APEC economies and non-APEC
economies. In APEC the Leaders or heads of state clarified their interpretation of “open
regionalism” at their meeting in November 1996, clearing stating that they did not intend to
form a preferential trading area among members. Thus, adherence to the principle of open
regionalism by APEC implies that all agreed trade liberalization will be carried out on a most-
favoured nation basis, in conformity with the basic principles of the GATT/WTO.

The goals of the APEC grouping were defined in the APEC L.eaders Meeting in Bogor,
Indonesia in November 1994 where APEC members committed to achieving free and open
trade for the region by 2010 for developed member economies and 2020 for developing
member economies.* The Leaders Meeting in Osaka, Japan (November 1995) set out an
Action Agenda as a first step towards realizing these goals. And the Leaders Meeting in
Subic Bay, Philippines ( November 1996) followed up on this in a cbncrete manner.*

In Subic Bay, APEC Leaders adopted a Manila Action Plan for APEC (MAPA) which
sets out the first steps towards achieving the Action Agenda in the form of detailed individual
action plans (JAPs) which contain the liberalizing, market-opening and/or trade facilitating
actions that APEC economies have taken or intend to take in all of the specified areas of trade
and investment, along with collective action plans (CAPs) which contain agreed undertakings
for all APEC economies for the same areas. Taken together, these comprehensive plans
represent the first concrete manifestation of steps to realize the commitments set out in the
Bogor Declaration. These action plans (IAPs and CAPs) are to be further elaborated and made
compatible in format for the November 1997 APEC Leaders Meeting in Vancouver, Canada.

 Information contained in the monograph by John Wilson (1995), Standards and APEC: An Action Agenda,

op.cit., p.66. Much of the material in this section draws upon information contained in this monograph.

# The Bogor Declaration of November 1994 specified steps towards achieving the goal of free and open trade for the
region by the year 2020. These included : accelerating implementation of the Uruguay Round, liberalizing trade, and
eliminating trade barriers, work toward the adoption of an Asia Pacific Investment Code, harmonization of customs
procedures, and work on reform of standards and conformity assessment policies in the region. See APEC Economic
Leader’s Declaration of Common Resolve, Bogor, Indonesia, November 15, 1994,

45 See The Osaka Action Agenda: Implementation of the Bogor Declaration, Osaka, Japan, November 19, 1995, and also
The Manila Action Plan for APEC, Subic Bay, Philippines, November 18, 1996.
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From the beginning there was a commitment among members to keep APEC as an
informal group without official trappings other than annual meetings. However, in spite of
this, the institutionalization of APEC has evolved a great deal and now includes a fairly

elaborate structure of committees and working groups which is set out in Chart 4. The

APEC process is led by the annual Leaders’ summit which takes place every Novemberin a
designated host country. Underneath the summit there are periodic Ministerial meetings in
several different areas covered by APEC working groups including environment,
transportation, finance, telecommunications, trade, manpower, small and medium enterprises,
and industrial science and technology. APEC trade ministers have met three times to
present; in Jakarta, Indonesia in October 1994, in Christchurch, New Zealand in July 1996,

and in Montreal, Canada in May 1997.

Advising the APEC Ministers and the Leaders are two different groups. Policy input
and advice continues to be provided by the tripartite predecessor to APEC, the Pacific
Economic Cooperation Council (PECC) and by the private-sector under the APEC Business
Advisory Council (or ABAC, which replaced the earlier Pacific Business Forum in 1996).4” The
ABAC group was tasked to provide an annual report to APEC Senior Officials and Leaders in
order to make private sector views known to government policy makers. A permanent
secretariat was established for APEC in Singapore in January 1993. The secretariat mostly
carries out work of an administrative and public relations nature, however, and contributes
little to the substantive work of the various APEC bodies. In fact, there is no technical support
institution for the APEC process. The substantive work is directed by the chairs or convenors
of each of the various working groups, committees, and subcommittees, constituted by APEC

member countries, who volunteer to act as leader on a particular policy issue.

Working-level responsibility for policy implementation in APEC resides in a group of
high-level government representatives who meet regularly in senior officials meetings (SOMs).
At the SOMs, detailed plans for discussion at APEC ministerials and leaders’ meetings are
elaborated. The policy agenda of APEC is carried out under three different bodies : several
Working Groups have been constituted to consider different issues of interest to APEC

“The chart, as well as much of the material contained in this section is inspired from the monograph by John S. Wilson
on Standards and APEC: An Action Agenda, op.cit., pp. 70-78.
“ Formed in 1980, the Pacific Economic Cooperation Council (PECC) is a tripartite grouping of business, academic and
government representatives from all APEC member countries plus the two additional countries of Colombia and Peru.
The PECC carries out studies upon the request of APEC on trade and investment issues, and is the only official observer
allowed at the APEC Committee on Trade and Investment and Senior Officials meetings. PECC groundwork was
instrumental, for example, in obtaining APEC endorsement of the Non-binding Multilateral Investment Principles, agreed
in Jakarta in 1994. In 1993, APEC initiated a second business forum, the Pacific Business Forum (PBF), which provides
industry input to APEC discussions, in the form of an annual report with recommendations.
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CHART 4
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members which report directly to senior officials.® The Economic Committee considers
macroeconomic and exchange rate issues and carries out forecasts for APEC member
countries. The Committee on Trade and Investment (CTI) oversees several different trade
policy areas, one of which is standards and conformity assessment. In November 1994 the
CTI established a formal Subcommittee on Standards and Conformance (SCSC) which is
supported by ad hoc technical working groups that collect data on regional standards, testing
and certification requirements. The Subcommittee on Standards and Conformance was

chaired by the Philippines until end 1996, and is presently chaired by Canada.

The first report of the Eminent Persons Group on APEC in 1993 identified “standards-
related issues” as an area where a concerted effort would be needed to reduce divergencies.
In its second report (1994), the Group went further by recommending that APEC work in the

standards area towards the following :*°

adoption of an APEC Standards and Conformity Framework;

= identification of sectors where harmonization of standards could eliminate or
reduce trade distortions;

» development of a model mutual recognition agreement;

m identification of sectors where early progress on mutual recognition would be
most valuable; and

m  acceptance of the conformity assessment principle “tested once, accepted

everywhere”.

The current work of the APEC Subcommittee on Standards and Conformance covers
the following six areas: the promotion of alignment of APEC member national standards with
international standards; implementation of the WTO Agreements on Technical Barriers to
Trade and on Sanitary and Phytosanitary Measures; development of mutual recognition
agreements on conformity assessment in regulated product sectors; promotion of mutual
recognition agreements in nonregulated sectors through cooperation with specialist regional
bodies; coordinated approaches on international standards activities; and technical
infrastructure development.

“ These Working Groups include the following : energy, fisheries, tourism, trade promotion, telecommunications,
transportation, marine resources conservation, human resources development, trade and investment data review, and
industrial science and technology.

“® The Eminent Persons Group (EPG) was created in order to provide policy guidance to the Seattle Leaders’ summit in
November 1993. The EPG authored three reports (1993, 1994 and 1995) on trade and economic cooperation in APEC
which proved influential in shaping the decisions taken at the Leaders Meetings. The group was discontinued however
after its third report. For the specific recommendations on standards-related work, see the second Report of the Eminent
Persons Group, Achieving the APEC Vision: Free and Open Trade in the Asia Pacific, August 1994.
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The Osaka Leaders’ meeting (November 1995) provided impetus and detailed direction
to APEC’s work on standards and conformity assessment. At that meeting APEC economies

were instructed to take the following Coliective Actions with regard to standards :

1) Alignment with international standards

m consider further priority areas for alignment with international standards;

m  conduct a comprehensive review of progress on alignment with
international standards in 2000 and 2005;

2) Mutual recognition of conformity assessment

a identify, in 1996, additional priority areas for the development of mutual
recognition arrangements in regulated sectors;

m  encourage establishment of and participation in, by 2000 in the case of
industrialized economies and 2005 in the case of developing economies,
a network of mutual recognition arrangements in voluntary sectors;

m  strive to establish a network of mutual recognition arrangements on a
sector by sector basis, in most regulated sectors, starting with mutual
acceptance of test results and going on to establish mutual recognition of
other possible forms of conformity assessment; and

m  study the adequacy of monitoring and review mechanisms for maintaining
confidence in mutual recognition arrangements.

3) Cooperation on technical infrastructure development®®
=  develop in 1996 a mid-term program to improve technical infrastructure by
2000, and undertake regular reviews and follow-ups for technical upgrading;
and
m conduct a comprehensive review on implementation of the above program
after the year 2000.
4) Transparency

m  conduct a survey in 1996 to assess the availability of and access to
standards and conformance information in each APEC economy and also
systems for the exchange of such information; and

m  develop, by 2005 in the case of industrialized economies and 2010, in the
case of developing economies, a database and network system to carry

information on : the standards and conformance systems of APEC

% Although most standards issues are managed under the SCSC framework, a standing committee on
telecommunications reports directly to APEC senior officials and is developing procedures for regional harmonization
of equipment certification as well as guidelines for internationat value-added network services.
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economies; accredited testing/calibration laboratories, quality systems,
certification/registration bodies and accreditation bodies; the status of mutual
recognition arrangements; and the status of alignment of APEC economies’

standards with international standards.*'

As set out above, although harmonization remains the longer term aim of APEC , in
the shorter term the APEC Subcommittee is focusing instead on the alignment of national with
international standards, trying to ensure that key elements of national standards are similar
to those set out by international standardizing bodies. APEC members have decided to use
the ISO/EC Guides 3 and 21 in their alignment efforts. In 1995 APEC members identified four
groups of products which could be studied for possible alignment of existing national
standards with international ones, namely : air conditioners, televisions and refrigerators
(Japan leading); food labeling (Australia leading); rubber gloves and rubber condoms
(Malaysia leading); and unplasticized plastic pipes and fittings (Korea leading). The case
studies on alignment with international standards for these four product sectors were
published during 1996. Additional product sectors were identified during 1996 for similar
consideration and study. These include the following : standards for general design and
structural design loading; structural design of timber; timber preservation; grading of sawn
timber; reconstituted plywood board products; and hazardous area equipment. Progress has
also been made on the drafting of guidelines for the development and review of technical

regulations in light of their possible alignment by APEC members. 52

Mutual recognition is an equally important area for APEC members and the SCSC has
already made some progress towards developing a model agreement for the region. Elements
of a model MRA have been discussed and approved by APEC members and a draft model
mutual recognition agreement has been elaborated, on the basis of several meetings of
experts and consultations with ad hoc regional groups. The text of this draft agreement, the
first of its kind, is set out in Appendix Il

The Sub-Committee is now attempting to apply these general elements to specific
sectors and products. Such sectors have been identified through the means of a survey
conducted by the SCSC during 1994. Those sectors nominated are considered to be those

in which APEC members might be able to agree on regionwide MRAs for conformity

5 See The Osaka Action Agenda: Implementation of the Bogor Declaration, November 1995, section on standards and
conformance.

82 See the Report of the APEC Sub-Committee on Standards and Conformance to the APEC Committee on Trade and
Investment, May 1996 and October 1996.
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assessment.®* They are set out in Table 12 and include : food products, telecommunications
equipment, toys, and electrical equipment, among others. Studies have already been
conducted for four of these sectors. The top priority sectors identified by developing APEC
members were toys and food. For these two sectors (toy safety and food products), texts of
model mutual recognition agreements were finalized by APEC members during 1996,
forwarded to the CTl and subsequently endorsed by APEC Ministers. It is hoped that there
will be the widest possible participation by member economies in these two umbrella
arrangements. [n collaboration with the Transportation Working Group, the SCSC is also
developing a draft “Model” Mutual Recognition Agreement concerning Regulations, Standards

and Technical Requirements for Certain Road Vehicles, Equipment and Parts.

Additional priority areas for the elaboration of mutual recognition arrangements have
further been identified in 1996 for consideration. These include : building materials including
cement; electrical and electronic equipment (safety); electromagnetic compatibility; heating
and cooling equipment; medical devices; and pressure vessels. A questionnaire on mutual
recognition was circulated to APEC members in 1996 for completion which will allow a better
understanding of the trade flows involved and the perceived value of a mutual recognition

arrangement in these listed priority areas.

Both alignment with international standards and the achievement of MRAs will reduce
substantially the costs of cross-border trade among APEC member economies. They will also
assist in reducing technical barriers to trade. All business sectors, and especially small and
medium-size enterprises, stand to gain in particular because of the reduced complexity of
trade-related technical procedures. Consumers will also benefit from the availability of better

quality products at more competitive prices.

The APEC SCSC has also adopted an ambitious program of “deliverable actions” for
1996/1997 as well as a Mid-Term Technical Infrastructure Development Program, both of
which shoulid help to facilitate both the alignment of national with international standards and
the conclusion of mutual recognition arrangements.** Member economies agreed upon the
actions recommended in the Technical Infrastructure Program as priorities for development
of such infrastructure to the year 2000. Project proposals for bilateral and/or mulitilateral
financial support are to be considered for the purpose of realizing this Infrastructure
Development Program for Measurement Standards, Laboratory Management and

535ee John Wilson, Standards and APEC: An Action Agenda,op.cit., pp. 76-77.
8 Information drawn from various Reports of the APEC Sub-Committee on Standards and Conformance to the APEC
Committee on Trade and Investment, Philippines, May 1996, August 1996, and October 1996.
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Table 12

Regulated Sectors Nominated for Mutual Recognition Agreements by Developing APEC members*

Sectors

Brunei

China

Chinese
Taipei

Hong
Kong

Indonesia

Korea

Malaysia

Philippines

Singapore

Chemicals

Electrical
appliances

Household air
conditioning and
refrigeration

Medical
equipment

Semiconductors

Telecom
terminal
equipment

Toys

Transport
equipment

Food products

a. Numbers indicate the priority order of nominated sectors.

Source: Adapted from APEC Survey, Standards and Conformance Subcommittee, 1994, and John Wilson (1995), Standards and

APEC: An Action Agenda, Washington, D.C.: Institute for International Economics, p. 76.




Accreditation, and Product Certification and Inspection Bodies. Transparency in the area of
standards and conformance is being promoted through a survey carried out by the SCSC to

develop the availability of existing information sources on standards and how best to use

these in APEC’s work.

APEC members have agreed to carry out collective and special actions that would lead
to mutual economic benefits due to transparent standards, simplified conformity assessment
procedures, and technical cooperation and assistance programs. The APEC Collective Action
Plan includes an ambitious set of “deliberables” for 1996/1997 :

a) undertake alignment of member economies’ standards with international
standards in the following priority areas: electrical and electronic appliances;
food labelling; rubber gloves and condoms; and machinery by 2000/2005;

b) completion of an APEC Guide on Alignment of member economies’standards with
international standards;

c) participation in standardization activities of international standardization
bodies (ISO & IEC) in the following priority sectors: building and construction
and hazardous area equipment;

d) publication of the Report on Case Studies on Alignment with [nternational
Standards;

e) completion of an Umbrella Arrangement for mutual recognition of conformity
assessment of Food and Food Products;

f) completion of an Arrangement for the Exchange of Information on Toy Safety;
g) consideration of additional priority areas for Mutual Recognition
Arrangements in the regulated sector, initially on the following: building
materials including cement; electrical and electronic equipment (safety);
electromagnetic compatibility; heating and cooling equipment; medical devices,
particularly devices of plastic and rubber; and pressure vessels;

h) establishment of and participation in a network of Mutual Recognition
Arrangements in voluntary sectors;

i) adoption of a Mid-term Technical Infrastructure Development Program
(1996-2000);

j) carrying out a survey on technical infrastructure development for measurement
standards, laboratory management and accreditation; inspection bodies’ quality
systems, and certification bodies accreditation;

k) from 1997, implementation of a Partners for Progress (PFP) project on standards
and conformity assessment schemes;

1) a survey on transparency and access to member economies’ standards and
conformity assessment requirements; and

m) an APEC Seminar on Environmental Management Standards.

All APEC developing economies made submissions on Standards and Conformance
in their Individual Action Plans in 1996, which include 14 commitments in the area of
enhanced transparency measures, 13 commitments in the area of alignment, 14 commitments

in the area of the promotion of mutual recognition, and 13 commitments for the development

of technical infrastructure.
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D. Regional Work on Standards by Developing Countries in the Western Hemisphere

In the Western Hemisphere there exist several regional and sub-regionat integration
groupings involving developing countries, some of them which have been in existence for
many years and other of which are of recent date. The NAFTA arrangement is by far the
predominant grouping economically, with its members accounting for around 85 percent of
both total GDP and total trade of the Western Hemisphere (1995). However, the four countries
of the “southern cone”, namely Argentina, Brazil, Paraguay and Uruguay, which established
a Common Market of the Southern Cone (or MERCOSUR in 1991, make up the second most
important grouping of trading countries in the hemisphere, accounting for 6.5 percent of the
region’s total trade (1995). The treaty establishing the Group of Three (Colombia, Mexico and
Venezuela) came into existence in 1995, with its members accounting for 9.4percent of the

region’s total trade.

Other major preferential trading arrangements of reiatively long date include : the
Andean Group (1960) comprising the five countries of Colombia, Bolivia, Ecuador, Peru and
Venezuela; the Central American Common Market (CACM, 1960) comprising the six Latin
American countries of central America, namely Costa Rica, Guatemala, Honduras El Salvador,
Nicaragua and Panama ; and lastly the Caribbean Common Market (CARICOM, 1964) which
groups the 13 island states of the Caribbean along with Belize and Guyana. The three latter
groupings have recently undertaken a renewed push towards trade integration and re-vitalized
their efforts towards trade liberalization. Part of this effort has included work on standards
and conformity assessment issues. In addition to the above sub-regional arrangements with
three or more countries, several bilateral free trade agreements have been signed recently in

the Western Hemisphere which contain provisions on standards.

Information on ongoing and recent activities within these various sub-regional
arrangements and bilateral free trade agreements in the Western Hemisphere with respect to
standards and conformity assessment has recently become available through the efforts of
the FTAA Working Group on Standards and Technical Barriers to Trade, which groups all the
countries in the Western Hemisphere (with the exception of Cuba) and which is discussed at

length later in this section.®

5 An examination of the provisions on standards and technical regulations, along with recent activities on standards and
conformity assessment in the various sub-regional integration arrangements and an analysis of the elements of
commonality and divergence in these provisions and activities, was undertaken by the OAS Trade Unit for the Working
Group on Standards and Technical Barriers of the Free Trade Area of the Americas (FTAA) process in 1996 and 1997.
The resulting study entitled Provisions on Standards and Conformity Assessment in Trade and Integration Arrangements
of the Western Hemisphere should help to fill in the information gap in this area.
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In MERCOSUR the approach to standards and conformity assessment appears to be
largely modelied on the experience of the European Community. MERCOSUR’s integration
objectives are ambitious, setting out the ultimate goal of a single market, although the treaty
itself is not a document with detailed provisions.*® For example, there are no explicit
references to standards in the Treaty of Asuncion which established the MERCOSUR
grouping. The only exhortation in the text of general applicability is found in Article 1 which
states the commitment by Parties to “harmonize their legislation in the relevant areas in order
to strengthen the integration process.” This is taken to apply to all areas of economic policy,

including that of standards.

The Common Market Council is the policy-making body of MERCOSUR and is
composed of the foreign and economy ministers of the four countries. The MERCOSUR Trade
Commission is the executive organ in charge of overseeing the application of the common
external trade policy.”” Ten Working Subgroups have been set up for dealing with various
aspects of integration. Subgroup 3 is responsible for defining “Technical Regulations”. This
Subgroup is closely linked to the MERCOSUR Standardization Committee , composed of the
standardizing bodies from the four member countries.®® It is recognized by members as the
sole forum for harmonizing standards on a voluntary basis. Among the main objectives of the
Committee are the harmonization of member’s standards, harmonization of the position of
members in international standardization activities and the promotion of certification systems

and their mutual recognition.

The Committee has set up several sectoral Standardization Committees to carry out
work in specific areas of interest which include the following 16 product areas : electrical
power; steel; electronics and telecommunications; toys; cement and concrete; machinery and
mechanical equipment; automobiles; tires, rings and valves; plastics for civil construction;
information technology; dentistry, medicine and hospital care; paper and cellulose; quality
control; welding; furniture; and the environment. Leading each Committee is a technical
secretariat composed of standardizing experts drawn from the member countries. The
MERCOSUR Standardization Committee has been very active in developing common
standards. So far, 86 common standards have been elaborated: 26 in steel, 55 in cement and

5%Ithough Mercosur defines itself as a customs union, the principle of direct applicability does not hold among members,
and any decisions or resolutions adopted by the Council must first be implemented into the domestic law of each member state before
they become effective in the respective countries. See Thomas O'Keefe, “How the Andean Pact Transformed itself into a Friend of
Business”, in International Trade Lawyer, op.cit.

57See Trade and Integration Arrangements in the Americas: An Analytical Compendium, prepared by the OAS Trade Unit,

Washington D.C., March 1997.
S8Information drawn from the presentation by Pablo Benia, President of the Mercosur Standardization Committee, on

“MERCOSUR Harmonization Efforts under the Standardization Committee” made to the NEMA Annual Conference, Orlando, April 1996.
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concrete and 5 in quality control. A total of 249 draft standards were under elaboration in

mid-1997, with plans to develop some 530 more in the 16 product areas listed above.

The Andean Group has been very active recently in the development of sub-regional
cooperation with respect to standards and conformity assessment and in the elaboration of
provisions regarding reciprocal recognition of product testing and laboratory accreditation.
This is being carried out under Decision 376 of the Cartagena Agreement on the Sistema
Andino de Normalization, Acreditacion, Ensayos, Certificacion, Reglamentos Technicos y
Metrologia (1995). Under this Decision the Andean Group is developing a Network of Testing
Laboratories (Red Andina de Laboratorios de Ensayo), as well as a Network of sub-regional
Accreditation Bodies (Red Andina de Organismos de Acreditacion) to facilitate the acceptance

of certification of conformity assessment among members.*

As with the Andean Group, MERCOSUR has defined an order of priority among
sources from which common standards are to be developed. This priority places international
standards first, regional (COPANT) standards second, European (CEN/CENELEC) standards
third, member country national standards fourth, non-member national standards fifth and
those by private standardizing bodies last. Both the Andean Group and MERCOSUR are
actively seeking to promote the development of mutual recognition agreements. The

groupings intend to promote reciprocal recognition of national certification and test results.

The Central American Common Market (CACM) which entered into force in 1961 is a
customs union, as is the Caribbean Common Market (CARICOM), brought into existence as
the Caribbean Community in 1973.° Both of these groupings have been recently invigorated
through measures aimed at stimulating economic integration, and standards measures are
to be a part of this process. The policy objectives of these two integration arrangements in
the standards area is to harmonize members’ standards. This is set out in Article VIl of the
Protocol of Guatemala for the CACM countries, and in Article 42 of the CARICOM treaty, where

member states “recognise the desirability to harmonise as soon as practicable . . . . practices

 |nformation drawn from the Inventory of National Practices on Standards, Technical Regulations and Conformity
Assessment in the Western Hemisphere (1998), op.cit., Working Group on Standards and Technical Barriers to Trade of
the Free Trade Area of the Americas process.

he Central American Common Market is composed of Costa Rica, E! Salvador, Guatemala, Honduras, and Nicaragua.

The agreement was invigorated in the early 1990s after almost two decades of political unrest and economic difficulties, with the
signature of the Guatemala Protocol in October 1993 which has as its main objective the establishment of an economic union. The
Caribbean Common Market or CARICOM created by the Treaty of Chaguaramas of July 1973, is composed of Antigua and Barbuda,
Barbados, Belize, Dominica, Grenada, Guyana, Jamaica, Montserrat, St. Kitts and Nevis, St. Lucia, St. Vincent and the Grenadines,
Suriname, and Trinidad and Tobago. The grouping was invigorated in 1989 with the adoption by Heads of Governments of measures
aimed at stimulating and promoting economic and political integration. See Trade and Integration Arrangements in the Americas:

An Analytical Compendium, OAS Trade Unit, op.cit., 1997.
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as affect the establishment and operation of the Common Market in indusrial standards.”
However, neither grouping has as of yet begun to work actively towards the development of
common or harmonized standards. In the Caribbean, the Caribbean Common Market
Standards Council works on questions of the equivalency of standards and certification for
the member countries. There is an agreement to accept certification marks which are given
by the Bureau of Standards for CARICOM members without further internal tests. There is
also an agreement for regional collaboration on national measurement under CARICOM.*' In
the Central American Common Market, no body has been created specifically to work on
issues of standards and conformity assessment for industrial products, but regional
commissions for animal health and plant health exist.

Of the eight bilateral free trade treaties which have been signed in the Western
Hemisphere, all explicitly reference standards in their provisions. However, with respect to
detail, the treaties fall into two groups. The first group of treaties, consisting of five signed
by Chile with various trading partners, does not contain detailed disciplines on standards but
rather consists of a general article or chapter promoting economic cooperation in this area.
This is the case of the following treaties :

-- Chile-Mexico (1 January 1992)

-- Chile-Bolivia (16 April 1993)

-- Chile-Venezuela (1 July 1993)

-- Chile-Colombia (1 January 1994)

-- Chile-Ecuador (1 January 1995)

A similar article is found in all the above treaties, whereby the Administrative
Commission created to oversee the implementation of the agreement, is mandated to . ..
analyze the technical, industrial and commercial standards for security and public health of
the signatory countries and recommend the actions considered necessary to avoid that these
standards constitute a barrier to reciprocal trade.” The treaties with Colombia and Ecuador
go further to admonish the parties to follow the principles of most-favoured nation treatment,
notification and exchange of information, and to utilize international standards when
elaborating national ones. These last two treaties also set out the goal of achieving
compatibility as between parties on standards-related measures, and to seek mutual

recognition of their certification system and laboratory testing results.

& Information drawn from An Analytical Compendium of Western Hemisphere Trade Ageements (1996), Section on
Technical Standards, OAS Trade Unit, Washington D.C.
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The second group of treaties, consisting mainly of the two signed by Mexico, as well
as the recent bilateral free trade agreement between Canada and Chile, basically extend
NAFTA-type disciplines in various areas, including standards, to treaty partners. This is the
case of the following two treaties : |

-- Mexico-Bolivia (1 January 1995)

-- Mexico-Costa Rica (1 January 1995)

-- Chile-Canada (1 July 1997)

In these three treaties the parties reaffirm their rights and obligations under the WTO
TBT Agreement and re-iterate many of these in the treaty, including MFN treatment, national
treatment, transparency and notification, establishment of enquiry points, use of international
standards, etc. The stated policy objective in both treaties is to bring about compatibility of
standards-related measures, specifically to “promote the compatibility of specific standards-
related measures”, and to “make compatible, to the greatest extent possible, their respective
technical regulations and conformity assessment procedures.” Similar to the NAFTA
approach, the benefits of mutual or reciprocal recognition of co;lformity assessment systems
and procedures are recognized, and conformity assessment bodies are to be accredited or
recognized on equally favorable terms so as to facilitate trade. In terms of administrative
structures, the treaties create a Working Group on Standards-Related Measures that is to

monitor implementation of the treaty and which is to meet at least once a year.

The recent free trade agreement signed between Chile and MERCOSUR (to be brought
into effect as of 1 July 1997), also contains a reference to standards, in which the parties
confirm their “existing rights and obligations under the WTO TBT Agreement.” Though the
treaty does not contain detailed provisions on standards, the policy objective is nonetheless
explicit and exhorts the partes to strive for compatibility in the area of standards-related
measures. This would appear to be the case because of the fact that Chile did not take on the
supranational elements of MERCOSUR integration and join in the economic union but limited
its cooperation to that of free trade. With each party retaining sovereignty over its commercial
policy, the policy objectives for standards and related issues could not be as ambitious as

those which are set out for those integration groupings that are stated customs unions.

All of the sub-regional integration arrangements of the Western Hemisphere thus
encourage and/or mandate their members to coordinate their standards-related activities.
Those arrangements which are customs unions set out harmonization as their overriding
policy objective, while those arrangements which are free trade areas emphasize an approach

based on the promotion of “compatibility” in standards-related measures, as in Table 13
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Table 13

COMPARISON OF POLICY OBJECTIVES TOWARDS STANDARDS IN THE WESTERN HEMISPHERE

Andean Group
MERCOSUR

CACM
CARICOM

NAFTA

Group of 3
Mexico-Bolivia
Mexico-Costa Rica
Chile-Colombia
Chile-Ecuador

Chile-Mercosur

Approach 1 : Harmonization

Technical
Standards Regulations
Harmonize Harmonize
Harmonize* Harmonize
Harmonize Harmonize
Harmonize -

Approach 2 : Compatibility

Promote compatibility

Promote compatibility
Promote compatibility
Make compatible

Promote compatibility
Promote compatibility

Identify areas for
compatibility

Make compatible

Make compatible
Make compatible

Make compatible

Identify areas for
compatibility

Conformity Assessment
Procedures

Follow international guides

-Make compatible
-Seek mutual recognition

-Make compatible

-Seek mutual recognition

-Make compatible

-Seek mutual recognition

-Make compatible

-Seek mutual recognition
Seek mutual recognition

Seek mutual recognition

Seek mutual recognition

* These objectives are not explicitly set out in the Mercosur Treaty but are followed in practice.

Certification

Harmonize criteria for

certification

-Seek to approve or grant
licenses on equal terms

-Seek to approve or grant
licenses on equal terms
-Seek to approve or grant
licenses on equal terms
-Seek to approve or grant
licenses on equal terms
Seek mutual recognition

Seek mutual recognition



The major regional integration movement in the Western Hemisphere which
encompasses 34 of the 35 countries of the region (Cuba excepted), is the Free Trade Arez of
the Americas (FTAA). The FTAA process was launched in December 1994 at the Summit of
Miami meeting of Heads of State of the region, who subscribed to the geal of completing
negotiations for a regional free trade area by the year 2005. Such a free trade agreement is
to be a single undertaking, similar to the Uruguay Round Agreement, and is to resulf in the
elimination of market access barriers in the form of tariffs and non-tariff barriers for goods
and services, as well as the negotiation of trade disciplines over a broad range of policy

issues, including dispute settlement.

During its two years of existence, the FTAA process has made considerable strides
in setting up a working structure and in carrying out preparatory work for the many trade
issues identified for negotiation. This structure is approximated in Chart 5. The process is
driven by the decisions of heads of state which are scheduled to meet a second time in March
1998 in Santiago de Chile, when the formal negotiations are expected to be launched. Trade
ministers from FTAA nations meet more frequently ; in Denver, Coiorado in July 1985, in
Cartagena, Colombia in March 1996, and in Belo Horizonte, Brazil in May 1997. Underneath
the Ministers, the Vice-ministers convene on an average of three times per year to direct the
FTAA work which is carried out through a series of eleven working groups, structured in much
the same way as were the negotiating groups in the Uruguay Round negotiations, and through
two additional study groups.®® Each of the working groups is led by a country in the FTAA
process. Although a formal Secretariat has not yet been established, three international
organizations have been carrying out the role of technical support bodies to the FTAA
process. These are : the Trade Unit of the Organization of American States {OAS) established
in April 1995 and responsible for seven of the working groups as well as the two study
groups; the Inter-American Development Bank (IDB), responsible for three of the working
groups ; and the Economic Commission for Latin America (ECLAC), invoived in two of the
working groups. The FTAA 11 working groups have been given the task of outlining possibie
approaches to negotiations in their respective areas by the end of 1997.

2 See the Declaration of the Miami Summit, December 1994, which contains a broad range of issues to be tackied for
the Western Hemisphere including the promotion of democracy, the promotion of foreign direct investment, exchanges of
science and technology, the fight against corruption and illegal drug trade, etc. However, the creation of the Free Trade
Area of the Americas is the centerpiece of the Declaration and has subsequently received the most attention from policy
makers.

% The eleven working groups in the FTAA process are the following : Market Access; Competition Policy; Customs
Procedures and Rules of Origin; Government Procurement; Intellectual Property Rights; Investment; Sanitary and
Phytosanitary Measures; Services; Small Economies; Standards and Technical Barriers to Trade; and Subsidies and
Anti-dumping. The two study groups are : Dispute Settlement and Environment and Trade. The latier may become full-
fledged working groups following the next Trade Ministerial meeting in Brazil in May 1997.
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CHART 5

STRUCTURE OF FTAA PROCESS
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Standards and conformity assessment are dealt with by the FTAA Working Group on
Standards and Technical Barriers to Trade, presided by Canada. Between mid-1995 and mid-
1997 the Working Group met six times. In March 1996 Ministers approved a substantive work
program on standards and technical barriers to trade for 1996/97 elaborated by members of

the Working Group which includes the following elements :

1) examination of the principles, concepts and requiprements of Mutual
Recognition Agreements of conformity assessment procedures generally,
and in specific sectors;

2) organization of sub-rgional seminars on the WTO Agreement on Technical
Barriers to Trade and related standards, technical regulations and
conformity assessment procedures;

3) development of written material on implementation of the WTO TBT
Agreement and on international developments in the area of standards,
technical regulations and conformity assessment procedures, in order to
enhance awareness of key concepts;

4) examination of the provisions of, and harmonization activities under
existing sub-regional trading arrangements relating to standards and
technical barriers to trade;

5) exploration of the possibility of developing computerized hemispheric
information systems on standards, technical regulations and conformity
assessment procedures; and

6) support of the activities of regional organizations in standardization,
metrology and conformity assessment such as COPANT, Caribbean
Standards Council, Inter-American Metrology System and the Inter-

American Accreditation Forum.

Discussions of the FTAA Working Group on Standards and Technical Barriers have
been concentrated to present in three areas. Transparency has been sought through
increasing the available information on national practices with respect to standards, technical
regulations and conformity assessment procedures on the part of the 34 participating
countries. A computerized data base containing information on standards practices is being
constructed by the OAS Division of Science and Technology in collaboration with ANSI, or the
American National Standards Institute. Second, greater understanding and compliance with
provisions and obligations of the WTO Agreement on Technical Barriers to Trade has been
promoted through informative studies and through a series of training seminars which are

being carried out for developing countries in three of the sub-regions of the hemisphere
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(Latin America, Central America and the Caribbean) in 1996 and 1997. Such training seminars
have a dual objective : increasing understanding of the WTO Agreement and bring about
compliance with its obligations, in particular those concerning the establishment of enquiry
points and notification; and assisting developing countries in the hemisphere in setting up
or improving a system of standards information. Third, the Working Group has recently
begun to focus on the issue of trade facilitation in the standards area and has considered the
possibility of elaborating a framework for developing mutual recognition agreements within
the hemisphere.* The latter was listed as the first priority for work by Trade Ministers at their
March 1996 meeting in Cartagena when they instructed the Working Group to

“.. ..develop proposals on the mutual accreditation of testing facilities; and

....prepare an inventory of standards and related measures.”

Although consideration of this issue is still at an early stage, it is likely that members
of the FTAA process will focus their attention on achieving trade facilitation both through an
attempt to better understand the most appropriate form for mutual recognition agreements
as well as through the promotion of infrastructure improvements and information exchanges
which would serve to reduce the present disparity between the quality and technical
capabilities of standards bodies and laboratory testing facilities in the Western Hemisphere.
Members of the Working Group have agreed that due to the difficulties inherent in negotiating
formal mutual recognition agreements, acceptance of testing and other conformity
assessment procedures should be promoted at all levels, including informal agreements
between testing [aboratories and accreditation bodies. The Group is considering the

establishment of consensus procedures for facilitating this type of acceptance.

Work within the FTAA Working Group on mutual recognition should receive additional
support from the newly established Inter-American Accreditation Cooperation (IAAC)which
has as its objective to bring about a mechanism for the accreditation of conformity

assessment bodies by members of the Western Hemisphere and to harmonize the procedures

% The FTAA Working Group on Standards and Technical Barriers to Trade recently began to consider a study on “An
Overview of Mutual Recognition and its Relevance for the Western Hemisphere” (May 1996) prepared by the OAS Trade
Unit which contains an overview of conformity assessment procedures as non-tariff barriers to trade, and of international
and regional work on developing mutual recognition and set out proposals for confidence-building steps towards
development of mutual recognition agreements and sets out a proposed time line with steps to improve infrastructure,
agreement on common procedures and approaches for conformity assessment based on ISO/IEC Guides, create
laboratory recognition centers for the purpose of accreditation within the sub-regions, elaborate equivalency agreements
between national metrology centers, formalize exchanges of information, audits and personnel between national
standardizing bodies and laboratory testing centers, and negotiate mutual recognition agreements on product testing,
laboratory accreditation and quality system management bilaterally and within the sub-regions.

8 See the Ministerial Declaration of Cartagena, Colombia on the Free Trade Area of the Americas process, March 1996.
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of existing accreditation bodies on the basis of ISO/IEC Guides so as to facilitate the
realization of mutual recognition agreements.® The IAAC members are participating
Accreditation Bodies who are encouraged, through the exchange of information and data, to
accept certificates of conformity and test results issued by conformity assessment
organizations and laboratories accredited by Accreditation Bodies of other members. A
Memorandum of Understanding was signed in November 1996 which set up the IAAC as a
formal body with a constitution, and full and associated members. As of mid-1997, 11
Accreditation Bodies have joined the IAAC as full members (including 8 from developing
countries along with two from the U.S. and one from Canada), and 6 organizations have
signed on as associated members. The work of the IAAC is carried out through five working
groups, including one on conformity assessment and one on mutual recognition

agreements.®’

* Declaration of the InterAmerican Accreditation Forum, Rio de Janeiro, May 1996. The Inter-American Accreditation

Forum groups Argentina, Brazil, Canada, Dominican Republic, Ecuador, Mexico, Panama, Peru, Trinidad and Tobago,

the United States, Uruguay and Venezuela. COPANT and the OAS are also participants.
67. Information provided in a presentation on IAAC to the FTAA Working Group on Standards and Technical Barriers to
Trade by the President of IAAC, Mr. Reinaldo Balbino Figueriedo from the National Institute of Metrology,
Standardization and Industrial Quality of Brazil, March 1997.

81



E. Comparison of the Regional Approaches towards Standards and Conformity

Assessment Issues

As the major regional trading arrangements already in existence or presently in the
process of elaboration all deal with standards and conformity assessment in some form or
another, it is interesting to compare the approaches taken by these various groupings and to
draw out similarities and differences, particularly in relation to existing multilateral disciplines

under the World Trade Organization.

Chart 6 sets out a very schematic comparison of the approaches adopted by four of
the major regional trading arrangements - the European Union, NAFTA, APEC , the FTAA and
MERCOSUR, as well as the WTO TBT Agreement with respect to five major areas of standards
and conformity assessment. It is possible to identify several areas of convergence between
the regional approaches as well as some important differences when issues are considered

on a comparative basis.

In terms of convergence, there is general emphasis in the sub-regional arrangements
of the national treatment principle of the WTO Agreement as a means to ensure non-
discrimination among suppliers. Transparency is emphasized in all of the existing or
proposed regional arrangements, through the requirement for notification of various types of
measures and/or national practices in the area of standards, technical regulations and

conformity assessment.

There also appears to be an increased acceptance by regional trading arrangements
of the advantages of mutual recognition as means to advance the objectives of integration
and trade facilitation. Mutual recognition for conformity assessment is mandated within the
European Union and has been agreed as a basic principle within APEC, where the text of a
model Mutual Recognition Agreement has aiready been adopted. The FTAA is now also
considering how to progress in this area, as is NAFTA, MERCOSUR, ASEAN and the Andean
Group. Thus the regional and sub-regional integration arrangements are actively attempting

to go beyond the WTO provisions in this regard.

Another area of convergence is in the stated objective of the regional arrangements
on the need for a minimum of harmonization or convergence of standards in essential areas.
Several regional and sub-regional arrangements include some element of harmonization, but
they differ as to whether there are built-in mechanisms for moving forward on this. This is
mandated within the European Community as well as under the NAFTA treaty. It has been
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CHART 6

Comparison of Regional Integration Approachés to Standards

WTO
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APEC*
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FTAA*
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standards institutions

Selective
harmonisation

Compatability sought

Selective
harmonisation

Seeking regional
standards with
harmonisation

Not yet discussed.

National treatment
encourages
recognition of results
and mutual
recognition

Mutual recognition

Recognition of test
results when feasible

Once tested accepted
everywhere: mutual
recognition

Mutual recognition

Mutual recognition
framework under
discussion.

INon-discrimination

National treatment
and least restrictive
measures
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with harmonisation

National treatment
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agreed as goal
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ultimate aim

National treatment
(WTO principles).
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Notifications with
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legislation

Notification and
option to comment

Notification
(probable)

Notification
{(probable)

Notification
(probable)

[Local Government

No

Yes

No

Unlikely

Not yet defined

Not yet discussed.

Dispute Settlement

WTO Dispute
Settlement

* Under consideration

European
Commission backed

Resolved under
national law

Not yet defined

Inter-governmental
committee

Not yet discussed.




stated as one of the objectives of MERCOSUR and is under active study by APEC members
in numerous product sectors. Although this objective goes beyond the provisions of the WTO
TBT Agreement, it is safe to state that progress on reaching harmonization or convergence

of product standards in the sub-regional arrangements may be slow.

Siill another area of convergence is that of conformity assessment. The principle of
“tested once, accepted everywhere” seems to have achieved broad acceptance. The degree
to which this principle can actually be put into practice will depend upon the actual state of
the laboratory testing facilities in the various member countries, upon the existence of a
national program for accreditation and upon the degree of confidence in other members’
conformity assessment procedures. But the awareness of the critical importance of
elaborating mutual recognition and/or equivalency agreements has been acquired. The
increasingly widespread adoption of agreed standards for conformity testing such as those
set out in the ISO/IEC Guides and in the ISO 9000 standards should contribute to pushing this

forward within the regional and sub-regional integration groupings.

There is similarity as well with respect to the coverage of agreed or proposed
disciplines on standards and technical regulations contained in the integration arrangements.
These appear to be confined to the level of central and/or federal government only and, with
the exception of the European Union, these disciplines do not or are not intended to extend
to state and local government or to private standardizing and testing bodies under other
regional integration arrangements. This would appear to be unfortunate, as a large part of the
standardizing and testing activity takes place on the state and local level, or under private

bodies, particularly in federalist countries.

There is less convergence among the integration arrangements in terms of dispute
saitlement in the case of exporters who believe they have been denied effective market access
through the use of technical regulations, standards or conformity assessment measures.
Only the European Community offers direct effect for firms under an international treaty for
the provisions concerning technical barriers to trade. In all other cases, including the WTO,
dispute settlement procedures must be either initiated by national governments or though the
various review procedures of the destination country. In the case of NAFTA, this is resolved
under national law, and by inter-governmental committee in the case of MERCOSUR.
Procadures for dispute settlement have not yet been discussed under either APEC or the
FTAA.
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it is of particular interest to compare the objectives and ongoing work of the two
broadest regional integration groupings involving developing countries - APEC and the
FTAA - with respect to standards, keeping in mind that the time framework for complete
implementation of the APEC liberalization agenda is the year 2020 for developing members
(for the completion of implementation of the Bogor Declaration for free and open trade and
investment for the region), while the time framework for the implementation of liberalization
under the FTAA as set out in the Miami Summit Declaration has yet to be decided (the year
2005 is the landmark for the conclusion of the negotiations and for the beginning of agreed

trade liberalization).

Table 14 attempts to set out in schematic form the main components of the work
programs and corresponding objectives of the two major integration initiatives. Both
groupings place a great deal of emphasis on increasing transparency in standards practices
among members through the carrying out of surveys or inventories and through the
admonition to comply with outstanding notification requirements. Both groupings have also
underscored the respect of, and adherence to, multilateral disciplines under the WTO and
concentrated some of their efforts on assisting members in understanding the provisions of
the TBT Agreement and on implementing its obligations. Both groupings have also
sponsored technical assistance or training seminars for developing members ; in the case of
APEC a seminar was held on conformity assessment procedures, organized by the United
States, and in the case of the FTAA, a series of seminars will be held on the establishment and
functioning of standards information systems, organized by the OAS Trade Unit.

Where the two groupings have differed is in the area of trade facilitation. Whereas

FTAA members have only begun to discuss the possibility of elaborating mutual recognition
agreements for the Western Hemisphere, APEC members have already made considerable
strides towards not only developing a consensus on this approach but also on considering
how it may be implemented in various specific product sectors. As seen earlier in this
section, APEC members have adopted elements of a model mutual recognition agreement and
are considering adopting the text of a draft agreement to serve as a model MRA. APEC has
also set out a more ambitious agenda in the area of of standards, selecting a few product
“sectors for study as to the possibility of harmonization of national standards, whereas FTAA
members have not embraced the idea of harmonization so far. However, there appears to be
a great deal of political will and enthusiasm within both groupings to advance the work on

standards and conformity assessment as quickly as possible.
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Table 14

COMPARISON OF APEC & FTAA WORK TO PRESENT IN THE AREA OF
STANDARDS AND CONFORMITY ASSESSMENT

Trade Facilitation

Transparency

UR Implementation

Technical Assistance

APEC

- Selected product areas under
study for harmonization

- Model Mutual Recognition
Agreement elaborated

- Sectoral Studies undertaken
- Alignment with International
Standards promoted

- Survey carried out by Standards
and Conformance Sub-Committee

- Supports WTO disciplines
- Seminar on Conformity Assessment

and Implementation of WTO TBT
Agreement
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FTAA

-Approaches to Mutual
Recognition under
consideration

- Inventory of National
Practices on Standards,
Technical Regulations
and Conformity
Assessment in the
Western Hemisphere

- Computerized Data
Base under creation

- Supports WTO disciplines

- Seminar on Development &
Improvement of National
Standards Information
Systems and Implementation
of WTO TBT Agreement



VIIL. Conclusions and Policy Options for Developing Countries

The sections above have discussed various issues in the area of standards and
conformity assessment as they affect developing countries. They have also reviewed the
participation of developing countries in regional standardizing activities, in the muitilateral
forum of the WTO, in the work of international standardizing bodies (ISO and IEC), and in
various regional and sub-regional integration arrangements as concerns standards activities.
On the basis of this broad range of information, certain observations can be made with
respect to the policy options facing developing countries in the area of standards and
conformity assessment, in light of the dual objectives of enhanced economic development
and trade expansion. Such observations are of a preliminary nature and would need to be
further supported through further research, as this is an area which has basically been

untouched in terms of consideration by economists or policy analysts.

A. Standards Development and Developing Countries

The poor state of standards development in most developing countries at present is
a factor running through all policy considerations in this area. National policies on standards
development have for the most part been neglected in favor of concentration on other trade
and industrial policies. Also, the relatively small participation of many developing countries
in international trade until recent years has meant that incompatible standards have not
played a very important role in deterring exports, particularly as the export structure of many
developing countries in Latin America, Africa and to a lesser extent Asia, has been largely
concentrated on raw material and primary commodity exports where standards do not play
a large role. The present situation is therefore one where the infrastructure for laboratory
testing facilities and calibration and the human capital resources are badly lacking as
compared with those in industrialized economies. Also, most developing countries lack a
coherent policy towards standards development and do not have in place a program of

national certification or accreditation.

Practically no mutual recognition agreements for conformity assessment have been
concluded by developing countries, and very few memoranda of understanding or
cooperation agreements in the area of standards or calibration exist. This lack of reciprocal
recognition of standards and conformity assessment procedures on the national level has
been mirrored on the regional level, where regional standardizing bodies in Asia and Latin
America have accomplished relatively little during the history of their operation, due in part
to the lack of dynamism and interest on the part of their members.
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In terms of developing a national standards policy, developing countries are faced
with the policy option of elaborating their own indigenous product standards or adopting
them from international sources or other national sources. The best choice from a cost and
efficiency point of view would be for developing countries - who in any case will continue to
be in the category of “standards takers” for quite some time - to adopt standards developed
elsewhere, particularly for internationally traded products. Where possible, internationally
harmonized standards elaborated by the ISO/IEC would be the best choice for developing
countries as this would reduce the requirements for conformity assessment testing when

selling these products on world markets.

In the absence of international standards, the choice of national standards, especially
in the non-regulated or voluntary sector should be based on market criteria. That is,
developing countries would do best to adopt those standards which are in effect in the
markets of their main trading partners so as to be able to diffuse their exports with the least
cost in terms of required conformity testing and the least friction in terms of compatibility.
Presumabily, if this choice were left up to the private sector, through the possibility for private
firms to actively participate in national standardizing activites, this result would prevail. This
suggests that policy officials in developing countries should carefully consider the extent of
government participation in standards-making when this does not involve regulated product

sectors.

B. Multilateral vs. Regional Approach to Trade Facilitation in the Area of

Standards and Conformity Assessment

Developing countries participate relatively little in muitilateral and international work
on standards. Although more than 90 developing countries are members of the World Trade
Organization and thus also sit in the WTO Committee on Technical Barriers to Trade,
implementation of the disciplines and obligations of the TBT Agreement has been very slow
and after two years of WTO existence, is still quite inadequate on the part of developing
members. Transparency has not been achieved, as compliance with the requirement to
establish national enquiry points for the dissemination of information on national standards
and technical regulations, as well as compliance with notification requirements on new and
proposed standards and technical regulations, has still not been implemented by the majority
of developing members.
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Within the main international standardizing bodies of the ISO and IEC, developing
country participation has been very low in the technical committees, sub-committees and
working groups that carry forward the work of elaborating internationally harmonized
standards. Adoption of ISO/IEC Guides is also at the early stages in many developing
countries. The lack of participation of developing countries in these international fora
diminishes their possibilities for achieving a greater understanding of the standards policies
of other countries and for using the opportunity of WTO disciplines and ISO/IEC established

Guidelines to rationalize and improve their own national standards policies.

An equally important question is the relative importance which officials in developing
countries should give to regional integration efforts. The regional approach to standards
and conformity assessment has been relatively more successful on the whole than has the
multilateral approach of the WTO in obtaining resuits in two important standards-related
areas. The first is in the movement towards harmonization and/or convergence of national
standards and technical regulations which has figured prominently in all of the major
integration arrangements reviewed in section VIl (with the exception of the FTAA where
discussions are still at an early stage). The second is in the work on development of mutual
recognition or equivalency agreements, for the reduction of barriers to trade caused by
duplicative and costly testing procedures for the purpose of conformity assessment. Both
of these are major elements for achieving trade facilitation in the standards area, yet they are
not being actively considered nor promoted under the WTO TBT Agreement, most likely due
to the difficult of trying to achieve such ambitious objectives in an organization with such
broad and diverse membership. These objectives are however under active consideration in
all the major regional and sub-regional integration arrangements, including the EU, NAFTA,
APEC, MERCOSUR, ASEAN and the FTAA.

It may prove easier to bring about the convergence of policy objectives in the
standards area, essential to the elaboration of mutual recognition agreements, among a
smaller group of countries on the regional level, many of which are at similar levels of
development, than it would be on the multilateral level. Thus it would seem to the benefit of
developing countries to push hard for progress on trade facilitation at the regional level, at
the same time that they increase their compliance with existing mulitilateral disciplines under

the WTO, which also form the basis of regional integration efforts.
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IX. Recommendations for Further Study

A considerable amount remains to be done in the area of standards, conformity
assessment and developing countries as so little information exists at present. However,
much of the work which remains necessary is of a data-gathering nature so as to allow policy
analysts to better understand the actual state of standards development and the nature of
standards systems in developing countries. This lacking should be somewhat remedied over
the coming years for developing countries in the Asia Pacific and in Latin America through
the work of the APEC and FTAA regional integration initiatives. However, this leaves a similar
exercise outstanding for developing countries in Africa, and South and Central Asia. Only
when the actual state of national standards systems is known can appropriate

recommendations be made to improve their functioning.

Further study should be undertaken of the activities and approaches being elaborated
towards standards and conformity assessment in the various sub-regional integration
arrangements with developing-country participation. Information has been presented above
for the Asia Pacific and the Western Hemisphere, but more detailed knowledge would permit
an assessment of the compatibility of these regional integration approaches to standards with
the obligations of the multilateral disciplines of the WTO TBT Agreement, as well as an
analysis of the helpfulness of the recent initiatives undertaken by regional and sub-regional
standardizing bodies, particularly in the broad areas of laboratory testing, certification and

accreditation, to the trade facilitation process.

More research would also be useful on how best to further trade liberalization and
facilitation for developing countries in the area of standards, particularly as regards the
potential benefits and scope of elaborating mutual recognition agreements for the purpose
of conformity assessment. The principle of “tested once, accepted everywhere” is an
excellent one, but putting it into practice is dependent upon a number of factors which will
determine whether it is possible to positively assess the equivalency of national standards,
including the state of national infrastructure development and the degree of confidence in
testing procedures, along with the basic agreement on essential policy objectives, among
others. The process will most likely be a slow one, but it would be facilitated by more
information allowing a better determination of what is needed in the present context for this
principle to be translated into reality for developing countries, whether it be at the mulitilateral,

bilateral or regional level.
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APPENDIX I

LIST OF ISO MEMBERS IN DEVELOPING COUNTRIES/

Member Bodies Comites Membres Acronym

Albania Albanie DSC
Algeria Algérie INAPI
Argentina Argentine IRAM
Bangladesh Bangladesh BSTI
Belarus Bélarus BELST
Bosnia and Herzegovina Bosnie-Herzégovina BASMP
Brazil Brésil ABNT
Chile Chili INN
China Chine CSBTS
Colombia Colombie ICONTEC
Costa Rica Costa Rica INTECO
Croatia Croatia DZNM
Cuba Cuba NC
Cyprus Chypre CYS
Ecuador Equateur INEN
Egypt Egypte EOS
Ethiopia Ethiopie ESA
Ghana Ghana GSB
India Inde BIS
Indonesia Indonésie DSN
Iran, Islamic Republic of Iran, République islamique d’ ISIRI
Jamaica Jamaique JBS
Kenya Kenya KEBS
Korea, Democratic People’s Corée, République populaire CsSK

Republic of démocratique de
Korea, Republic of Corée, République de KNITQ
Libyan Arab Jamahiriya Jamahiriya Arabe Libyenne LNCSM
Malaysia Malaisie SIRIM
Mauritius Maurice MSB
Mexico Mexique DGN
Mongolia Mongolie MISM
Morocco Maroc SNIMA
Nigeria Nigéria SON
Pakistan Pakistan PSI
Panama Panama COPANIT
Philippines Philippines BPS
Romania Roumanie IRS
Saudi Arabia Arabie Saoudite SASO
Singapore Singapour PSB
Sri Lanka Sri Lanka SLSI
Syria Syrie SASMO
Tanzania Tanzanie TBS




Member Bodies (cont.) Comités membres Acronym/
sigle
Thailand Thailande TISI
The former Yugoslav Republic of Ex-République yougoslave de ZSM
Macedonia Macédoine
Trinidad and Tobago Trinité-et-Tobago TTBS
Tunisia Tunisie INNORPI
Ukraine Ukraine DSTU
Uruguay Uruguay UNIT
Uzbekistan Ouzbékistan UZGOST
Venezuela Venezuela COVENIN
Vietnam Viet Nam TCVN
Yugoslavia Yugoslavie SZS
Zimbabwe Zimbabwe SAZ
Correspondent Members Membres correspondants Acronym/
sigle
Armenia Arménie SARM
Bahrain Bahrain
Barbados Barbade BNSI
Botswana Botswana BOBS
Brunei Darussalam Brunéi Darussalam
Jordan Jordanie JDS
Kuwait Koweit
Kyrgyzstan Kirghizistan KYRGYZST
Latvia Lettonie
Lebanon Liban LIBNOR
Lithuania Lituanie LST
Malawi Malawi MBS Malawi
Malta Malte MBS Malta
Mozambique Mozambique INNOQ
Nepal Népal
Oman Oman
Papua New Guinea Papouasie-Nouvelle-Guinée NISIT
Peru Pérou INDECOPI
Qatar Qatar
Turkmenistan Turkménistan MSIT
Uganda Ouganda UNBS
United Arab Emirates Emirats Arabes Unis SSUAE

Source: ISO, June 1996.




APPENDIX I

APEC: DRAFT
“MODEL”
MUTUAL RECOGNITION AGREEMENT
ON CONFORMITY ASSESSMENT

between (...) and (...) and (...) and (...) and (...) .........
Inthe ........... Products sector.

The above Member Economies (“Members”™) of the Asia Pacific Economic Community,
hereinafter referred to as APEC, have decided to conclude this Agreement.

RECITALS

Whereas the GATT Agreement on Technical Barriers to Trade recognises the trade facilitation
benefits of mutual recognition arrangements and provides that Members shall ensure, whenever
possible, that the results of conformity assessment procedures in other Members are accepted,
even when those procedures differ from their own, provided they are satisfied that those
procedures offer an assurance of conformity with applicable technical regulations or standards
equivalent to their own procedures;

Acknowledging that the GATT Agreement on Technical Barriers to Trade also provides that
Members are encouraged, at the request of other Members, to be willing to enter into
negotiations for the conclusion of agreements for the mutual recognition of each other’s
conformity assessment procedures;

Recognising that Member Economies are at differing stages in the development of their
technical and standards and conformance infrastructures;

Recognising that confidence in the other party’s capacity and competence to test or assess
conformity to one’s own requirements is an essential precondition for reaching a mutual
recognition agreement;

Acknowledging that confidence building can be facilitated in various ways, through technical
cooperation and assistance which can help develop institutional structures and measurement,
testing and other conformity assessment skills and also by means of courses, seminars,
exchanges, inter-comparisons, management audits and the like which can help develop greater
familiarity with other’s requirements and a greater commonality of approach; and

Recognising that the development of a rigorous national system of accreditation for conformity
assessors, using guides or recommendations issued by international bodies and of mutual
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recognition of accreditation systems between countries is one way in which Members can
develop confidence in another Member’s competence in this area.

Article 1

OBJECTIVE

The Member Economies hereby undertake to grant mutual acceptance of reports, certificates and
marks drawn up and issued directly by the bodies designated in this Agreement to assess the
conformity with the requirements of each other Member Economy in the fields covered by

Article 2.
Article 2
SCOPE
1. This Agreement covers the mandatory third party conformity assessment procedures from
the legislative, regulatory and administrative provisions listed in Section 1 of the Annex
to this Agreement.
2. The general terms concerning conformity assessment used in this Agreement shall have

the meaning given in the definitions contained in the ISO/IEC Guide 2 as follows:

“Accreditation”

“Certification”

“Conformity”

“Conformity Assessment”

a formal recognition that body is competent to carry out
specific activities. Such recognition may only be granted
following evaluation of the body’s quality systems for
compliance with standards such as ISO/IEC Guide 25 or
EN 45001 (for laboratories), EN 45004 (inspection bodies),
EN 45001 (product certification bodies), and EN 45012
(quality management systems certification bodies),
combined with an assessment of technical competence,
usually by peer assessors.

procedure by which a third party gives written assurance
that a product, process or service conforms to specific
requirements.

fulfilment by a product, process or service of specified
requirements.

activities whereby a product, process or service is evaluated
for compliance with specified requirements. It includes any
or all of, inspection, testing, certification, measurement and
the application of quality management systems within the
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“Conformity Assessment
Bodies”

“Designating Authorities”

organisation manufacturing the product, undertaking the
process or providing the service.

organisations which carry out conformity assessment
activities. Such bodies will include, inspection bodies,
testing laboratories, product certification bodies, quality
management certification bodies and regulatory authorities.
They may be public or private bodies.

organisations operating within the territory of the party
making the designation, which have the authority and
competence to evaluate the competence of relevant
conformity assessment bodies. These may be regulatory
and similar authorities or accreditation bodies with
appropriate mandates from the respective party.

Article 3

CONFORMITY ASSESSMENT BODIES

Each Member Economy recognises that the bodies designated by any other Member Economy
and listed in Section II of the Annex to this Agreement are competent to assess conformity as
specified in the Annex in relation to its requirements.

Article 4

AUTHORITIES RESPONSIBLE FOR DESIGNATING
CONFORMITY ASSESSMENT BODIES

The Authorities responsible for designating the conformity assessment bodies in Section
1T are listed in Section III of the Annex.

The Member Economies hereby undertake to ensure that their chosen authorities have the
power and competence needed to designate the bodies listed in Section II.

The procedures for designating the conformity assessment bodies of each Member
Economy are listed in Section IV of the Annex.

The authorities responsible for designating the conformity assessment bodies shall
remove from the list in Section II any body which ceases to conform to the criteria set out
by any Member Economy. To do so they shall periodically assess the competence of the
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bodies on the list. Where a body is no longer considered competent, they shall suspend
the body concerned and inform the Management Committee set up under Article 10
accordingly. Withdrawal of the designation shall take effect if the Management
Committee gives its approval.

Article 5
VERIFICATION

Each Member Economy shall provide information concerning the procedures used to
ensure that the conformity assessment bodies established in its own territory and listed in
Annex II continue to comply with the criteria set out by other Member Economies.

Each Member Economy hereby undertakes to implement procedures to compare the
methods used to verify that the bodies comply with the criteria set out by other Member
Economies.

Where applicable, existing systems for the accreditation of conformity assessment bodies
in at least two (2) Member Economies may be used as part of the comparison procedures.

Article 6

CHECKS

Each Member Economy hereby undertakes to permit checks on compliance with the
criteria on the part of bodies listed in Section II and established in its own territory at the
request of any other Member Economy.

Such checks shall be carried out in accordance with procedures to be developed and
implemented by the Management Committee, on the basis of Article 10.

Article 7
EXCHANGE OF INFORMATION

Each Member Economy shall inform all other Member Economies of the changes it
intends to make to the legislative regulatory and administrative provisions relating to the
subject matter of the Agreement and shall notify other Member Economies of the new
provisions at least 60 days before their entry into force.

The Member Economies hereby further undertake to exchange useful information
concerning the implementation of the legislation, regulatory and administrative
provisions which are the subject of this Agreement.
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Article 8
MONITORING OF THE AGREEMENT

The Member Economies undertake to hold regular consultations, within the Management
Committee set up under this Agreement, to ensure that the Agreement operates in a
satisfactory manner. They may, by mutual consent, hold ad hoc meetings to discuss
specific questions of particular interest to one of them.

The conformity assessment bodies listed in Section II have the opportunity to take part in
coordination and comparison exercises conducted by each of the Member Economies in
the sector(s) covered by this Agreement, in the interests of a uniform application of the
conformity assessment procedures provided for in the laws and regulations of the
Member Economies which are the subject of this Agreement.

Article 9

AGREEMENTS WITH OTHER ECONOMIES

The Member Economies agree that mutual recognition agreements concluded by any Member
Economy with an Economy that is not a party to this Agreement shall in no circumstances entail
an obligation upon any other Member Economy in terms of the acceptance of reports, certificates
and marks issued by conformity assessment bodies in that third Economy, save where there is an
express agreement between the Member Economies.

Article 10

MANAGEMENT COMMITTEE
A Management Committee made up of representatives of the Member Economies,
hereinafter referred to as the “Committee”; is hereby set up. The Committee is
responsible for the good functioning of the Agreement.
The Committee shall lay down its own rules of procedure.
The Committee may request that a team of experts appointed by the Member Economies
verify the technical competence and compliance with the criteria of the bodies listed in

Annex II, in accordance with Article 6.

The Committee shall be responsible for approving;:

(a) a request lodged by one of the Member Economies to include a body on the list of
conformity assessment bodies being established in its territory as given in Annex
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II. 1t shall modify Section II of the Annex to this Agreement accordingly§

(b)  the measures to be adopted with regard to a body listed in Section II which has
undergone an inspection carried out in accordance with the procedure laid down
in paragraph 3. Such measures may include removing the body from the list in
Section II.

The Committee shall examine the changes made to the legislative, regulatory and
administrative provisions relating to the subject matter of this Agreement, as notified by
each Member Economy in accordance with Article 7.

The Committee may, at the request of any Member Economy, amend the Sections I, II or
I1I of the Annex to this Agreement.

The Committee may express an opinion on any issue connected with this Agreement.

Article 11

ENTRY INTO FORCE AND DURATION

This Agreement shall enter into force on the first day of the second month following the
date on which the Member Economies have notified each other of the completion of the
procedures necessary for this purpose.
Any Member Economy may terminate this Agreement by giving to all other Member
Economies six months notice in writing. Where a Member Economy establishes that
another Member Economy is failing to comply with the conditions of the Agreement it
may suspend its application in full or in part.

Article 12

FINAL PROVISIONS

The Annexes (and Protocols) to this Agreement (and the agreed minutes and letters which
are annexed to the Agreement) shall form an integral part thereof.



ANNEX A: CONFORMITY ASSESSMENT MODULES

A. TESTING
B. INSPECTION
C CERTIFICATION

The Agreement will specify in which of the above modules each signatory is participating as
agreed by all signatories.

For example, it may be agreed that Member A has the competence by virtue of its laboratory
accreditation program to undertake conformity assessment in the testing module; the capability
through its regulatory mechanisms to undertake conformity assessment in the Inspection Module;
and as a result of its established accreditation system for products and quality management
systems to undertake conformity assessment in the certification Module.

Where a member does not possess the technical infrastructure to fully satisfy the provisions of

the testing module; i.e. there is no accreditation system or other mechanism whereby competence
can be demonstrated then modifications can be developed.

For example, Member B does not possess a laboratory accreditation system, therefore other
members will undertake additional testing of product from Member B in manner that will, within
a defined period of time and subject to the production of consistent test results, allow Member A
to demonstrate competence in testing.

The approach to be adopted in the Modular Annex may be either all encompassing or product
specific. In other words some members may be considered capable to test without re-test by
importing members for certain products, yet for other high-risk products there may be a

requirement for limited retesting until such time as competence can be demonstrated. This is a
matter for negotiations.

Section I: LEGISLATIVE, REGULATORY AND ADMINISTRATIVE PROVISIONS
Section II: CONFORMITY ASSESSMENT BODIES

Section III: ~ AUTHORITIES RESPONSIBLE FOR DESIGNATING THE CONFORMITY
ASSESSMENT BODIES

SectionIV: PROCEDURES FOR DESIGNATING CONFORMITY ASSESSMENT

Source: APEC (1995), Subcommittee on Standards and Conformance (SCSC): Multilateral
Mutual Recognition Agreement on Conformity Assessment.
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