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This [excerpt] suggests principles that could guide developing countries in the regional upgrading and harmonizing of their standards and conformity assessment procedures.

1.1 suggested principles for the upgrading and harmonization of standards and conformity assessment

There is yet no clear best practice in the upgrading and harmonizing of standards and conformity assessment procedures.  However, it is possible to draw some common principles from RTAs’ past experiences and existing literature that can serve as guide to countries pursuing regional upgrading and harmonization of standards and conformity assessment procedures.  These principles are particularly relevant for RTAs integrated by developing countries with a low developmental stage and with low technological capacity that are seeking to gradually upgrade and harmonize standards at intermediate levels to get closer to international standards, rather than set them equal to international standards in one go.

1- Prioritize: A first step is to identify priority sectors for standards reform to keep costs low and gather momentum for reforms in other sectors.  The sectors to prioritize are those where trade costs arising from differences in standards and conformity assessment procedures are higher and where trade between members is larger.

2- Build trust: Trust between member countries is an important determinant of the success of the harmonization of standards and of conformity assessment procedures.  To build this trust, it is important to have a balanced approach to the reforms so that all members perceive that there are gains to be gained from the process by all members.  

3- Need for a quality strategy: To keep the reforms focused, it is important that regional regulators show that that their proposed regulations will meet the required quality before they adopt them.  Regulators could use as a reference the OECD Checklist for Regulatory Quality (Jacobs 2004).  

Jacobs (2004) identifies five characteristics that are needed for a country to have a quality regulatory system.  These characteristics can also be extended to a quality regional regulatory system:

1. Security: predictable enforcement of the rule of law and respect for market solutions.

2. Transparency: clear and simple rules, openness through the entire policy process, and less corruption. 

3. Legitimacy: must protect consumer safety, health, and the environment.

4. Efficiency: low-cost rules, timely decisions, and swift movements to meet market needs.

5. Expertise: good regulatory skills and understanding of complex markets and technologies.

A quality national and regional regulatory system can be strengthened by programs promoting awareness among consumers, consumer defense groups and firms of the importance of standards to improve quality and safety, to reduce consumer search costs, and to increase firms’ market access into higher value added markets.

In establishing regional regulations, it is also important to perform a Regulatory Impact Analysis to stimulate consultation with member countries and their societies and estimate the costs and benefits of such changes.  The needs of consumers must be taken into account even if consumer groups are weak and lack representation in the negotiations.  This will help prevent the creation of standards by the private sector with protectionist motivations.  It is important to learn from past mistakes and successes of previous upgrading and harmonization processes of other RTAs (particularly the EU, which is the most advanced in this area) so as to leap frog obstacles rather than repeat the past mistakes of others.  Mercosur is not yet doing so, as it is still following the old approach of the EU.  There is little knowledge both in the Andean Community and in Mercosur of each other’s experiences and of the EU’s new approach.  Countries’ should also ensure that national technical committees dealing with standards and conformity assessment are not replaced with changes in government to avoid the loss of human capital acquired through learning by doing and through regional cooperation.

4- Simplification and dynamism: In the context of limited resources, a simplification of the regulation and of the number of standards is a better compromising policy than setting a complex system that overburdens the limited capacity of members and regional bodies.  While poor and inadequate regulatory structures permit informality and corruption, these features are also associated with heavy regulation.  Adapting institutions to new roles and functions that serve social and market needs is vital to public support for reform.  A simpler regulation makes it easier for regional bodies to better represent the interests of its members both in designing regulations and in trade agreements with the region’s trading partners.  This simplification includes the streamlining of responsibilities of relevant monitoring, certification and enforcement agencies; as well as the elimination of overlapping of functions and responsibilities between the different state bodies comprising a country’s national standards system.  Since standards are dynamic by nature, it is important that the harmonization process be not only simplified but also made flexible and dynamic so that regional standards are suitably modified with changes in technology and level of development.   

Developing countries could consider implementing the EU’s principle of minimum essential requirements to simplify and speed up the process of standards upgrading.  Harmonization would be limited to essential requirements, rather than pursuing complete harmonization of standards.  There would be a clear distinction between technical regulations and voluntary standards: technical regulations should specify the product’s minimum essential requirements and voluntary standards should specify the rest of the details in a consistent manner with the essential requirements.  This distinction would simplify a region and member countries’ regulatory system – since it leads to less overlapping of technical regulations and voluntary standards – and reduce information costs for producers – the satisfaction of voluntary standards guarantees the satisfaction of technical regulations.
 This distinction would also make the region and members’ regulatory system more dynamic in adapting to technological changes.  

5- Gradual reform: A gradual upgrade of regional standards and conformity assessment procedures will allow members in a low development stage to better adjust to the changes and assimilate their cost.  Furthermore, when the setting of higher technical regulations might be slowed down by vested interests, an initial measure that can be followed is to make the changes to standards voluntary for a selected range of export products.  This permits eager exporters to immediately adopt these new standards and achieve greater market access.  This approach is followed in Mercosur: when the technical regulation body Common Market Group wants to develop a technical regulation in an unregulated product, it first asks the standardization agencies to create a voluntary standard.  It later develops a regional technical regulation based on the voluntary standard.  

6- Capacity building: Develop a training program for civil servants of member countries to capacitate them to implement the necessary standards reforms and strengthen the financing, infrastructure and human capital of regional bodies to guarantee their effective functioning.  Mercosur for instance is constrained by its limited staff numbers and financial resources.  Capacity building can be obtained as a component of bilateral trade agreements with partners like the EU (as is the case in EU’s agreements with the Andean Community and Mercosur), from ISO’s Five Year Action Plan to develop capacity in developing countries and increase national and regional cooperation, from the recent WTO fund for technical assistance on standards (Calzadilla-Sarmiento 2005) and from donors.  Note however, that the actual services need not be only provided by Northern institutions, they can also be provided by institutions of developing countries – with financing from donor agencies.  This last strategy is attractive because of the advantages of peer evaluation – institutions from developing countries are more aware of developing countries’ particular context.  Such capacitation is already taking place (for example UNIT and INMETRO have provided capacitation in many Latin American countries) but there is a need for financial aid to extend these services.
  Brazil submitted a proposal of this nature in 2001 at the WTO TBT committee, but there has yet been no progress in this area.

7- Mutual recognition of conformity assessment procedures: An upgrading and harmonizing of standards will only be effectively translated into greater market access if a member country’s conformity assessment procedures are recognized by other members.  For mutual recognition to be achieved, member countries need to upgrade their certification, accreditation and enforcement capacity to similar levels. In addition, this process should include the strengthening of quality inspections at borders, ports, and production points, as well as improving regional and national infrastructure for transportation and for pack houses to improve delivery quality and reduce the number of products rejected for SPS reasons.  One efficient way of achieving mutual recognition of conformity assessment procedures is to profit from economies of scale by setting up accredited regional service providers for testing, inspection and certification.  These regional service providers could serve both domestic and exporting firms.  This would eliminate the need for double testing and would limit the use of conformity assessment with protectionist intentions.

An alternative option would be for members’ bodies to specialize in different standards – rather than the respective bodies in a country providing accreditation and certification services for all product standards – so as to achieve greater economies of scale.  This is what the Andean Community intends in the case of certification services under its new approach to mutual recognition of conformity assessment (Decisión 506), but is not the case in Mercosur.  It does not make sense for developing countries with a small domestic market like Uruguay to have recently created an accreditation body (OUA) and for its laboratories to have expertise in the certification of all products.  At present Uruguayan laboratories are forced to get accredited by the OUA to be able to certify some products although they are already accredited by INMETRO from Brazil, an institution of greater accreditation recognition.  This increases costs for laboratories in terms of greater accreditation fees and more frequent auditing (a process that generally takes two to three days time per audit). 

Improving the quality of laboratories would also strengthen the capacity to conduct risk analysis and other scientific research. These analyses can provide critical evidence to boost negotiating capacity at WTO meetings and resolve disputes that may arise.

In the absence of an MRA of conformity assessment procedures with extra-regional partners, an interesting strategy could be to have inspectors from the extra-regional partner at the harbor of origin – this is the case with Japanese inspectors in Ecuador.  This decreases costs since it is cheaper to have products non-compliant with the standards of the destination country rejected at origin rather than at arrival, particularly so in the case of perishable goods.

8- RTAs should also intensify their standards negotiations with other trading blocks and countries to achieve greater recognition of each other’s standards and conformity assessments and gain greater market access.  Countries should increase their disposition to recognize as equivalent other countries’ standards and conformity assessment procedures when they fulfill the same objectives to lower transaction costs and increase trade.  However, member countries should take into account their RTA standard commitments when setting bilateral agreements with non-RTA members to ensure that the agreements are compatible and the integration process is not derailed.  At present, Andean Community members are individually setting bilateral trade agreements with the US without taking into account their prior regional commitments, making more difficult the Andean Community harmonization process.  In contrast, the forthcoming negotiations with the EU are going to be made at the level of the Andean Community and this is likely to strengthen its integration efforts.
policy implications 

This paper has provided a first step towards analyzing different regional approaches available to developing countries in upgrading their standards and conformity assessment procedures, and hopes to stimulate further research in the area.  The main findings of the study are:

There are different paths available to upgrade standards. A country can upgrade its standards unilaterally or in a coordinated manner, be it a cooperation agreement approach or an RTA approach. These paths are not mutually exclusive.  Countries have followed differing paths across time and across products.  The suitability of the different paths for a developing country depends on the country’s level of development, the institutional type of agreement and the product concerned.  

Upgrading standards and conformity assessment procedures unilaterally to international levels is the simplest process.  In products where international standards are commonly accepted and the country’s production structure is sufficiently developed, upgrading unilaterally to international standards would be advisable as it leads to greater market access both intra-regionally and extra-regionally.  However, this strategy might prove costly for products where satisfaction of international standards does not guarantee market access, since the costs of restructuring production to such high standards might outweigh the benefits.  It might also not be a suitable strategy for those countries that do not wish to equate their standards to international standards for a particular product or products because their technological level or their health, security and environment objectives are not aligned with international standards.  In both cases, a coordinated path is particularly appealing as it guarantees greater market access if a standard level is reached and it allows for the possibility of countries gradually upgrading towards international standards.
The particular coordinated path followed by a developing country depends on the institutional sophistication of the trade agreement.  A cooperative agreement approach (such as that of APEC or of bilateral trade agreements) has less enforcement power than an RTA approach, and can therefore encounter greater obstacles if some members are not fully committed to the upgrading process.  However, there are some sectors like the technological sector and some areas like metrology where there is stronger willingness to upgrade because of their high returns and smaller potential adverse effects – and thus the smaller need for enforcement.  In these sectors and areas a cooperative agreement approach can be a promising venue for standards and conformity assessment upgrading.  In sectors where there are clear winners and losers to harmonization, cooperation without strong enforcement can be more difficult to achieve.  Low tariffs could diminish the potential problem of tariffs being used for protection once standards are harmonized under a cooperative agreement approach.

An RTA approach involves not only the upgrading of standards, but also the regional harmonization of standards.  In the case of an RTA approach like ASEAN the harmonization is set at the level of the international standards.  This saves resources since regional standards bodies are not needed.  However, the cost of setting standards at the international level might be too costly for an RTA if the member countries’ technological development and their health and safety objectives are very different to OECD countries, which are the countries that generally set the international standards.  In such RTAs, harmonizing regionally at intermediate standards levels and gradually upgrading standards towards international standards, as Mercosur and the Andean Community are doing, might be a more suitable option.

A country can combine different paths for different products.  If a developing country has higher standards than the other RTA member countries in a particular product and it has a sufficiently developed institutional framework, it can unilaterally raise its standard for that product to the international standard.  So long as the country accepts entry of products satisfying the regional standard and so long as the satisfaction of the higher international standard allows for the satisfaction of the regional standard, the RTA approach is compatible with the unilateral approach.  The country can therefore gain both greater intra-regional and extra-regional market access in that product.  Similarly, the RTA approach can be compatible with a simultaneous cooperative agreement approach with other non-member countries so long as the country’s standards undergo a gradual upgrading process towards the international standards consistent with the cooperative approach.  

To date, RTAs in the developing world have not begun to realize their full potential for overcoming standards related obstacles to regional or global trade.  Countries need to speed up and more effectively implement their upgrading and harmonization efforts to achieve greater returns in terms of market access and to better meet their health and environment objectives. 

Developing countries have a much lower participation rate in international standard organizations (ISO, IEC, TBT and SPS) than developed countries members of RTAs.  While developing countries 

make up 73 percent of ISO membership, they still hold only 5 percent of the secretariat positions.  Increasing their participation would allow developing countries to have a greater say in ensuring that international standards reflect their needs (Hufbauer, Kotschwar and Wilson 2001:8).

The main reason for this low participation is the high cost of representation and the lack of coordination between RTA members.
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� A longer version of this section, which includes suggestions for a more effective and rewarding participation of developing countries in the international standards arena, is available on request.


� Consequently, producers need not worry about finding out which are the technical regulations that address their product – as long as they satisfy the voluntary standards, they will be satisfying the technical regulations.


� These institutions provide these services with the long run objective of increasing conformity assessment capacity in neighboring countries, which would allow eventual mutual recognition and greater trade.





