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Background - Information Technology Agreement (ITA) - I 
The Information Technology Agreement (ITA) is a plurilateral agreement on trade in information technology products. The ITA was signed at the World Trade Organization’s (WTO) Singapore Ministerial Conference on 13 December 1996, initially by 29 countries representing approximately 83 percent of world trade in IT products. It aimed at achieving maximum freedom of world trade in information technology products by binding and eliminating customs duties and other duties and charges of any kind. The broad categories of products covered under ITA are computers, semi conductors, semiconductors manufacturing equipments, telecommunication equipments, electronic instruments, data and software storage instruments and parts and accessories. 
According to the Singapore Ministerial Declaration on information technology products (WT/MIN(96)/16), the provisions of ITA would be implemented only when the participants representing approximately 90 per cent of world trade in information technology products would notify their acceptance. Subsequently, the ITA became operational on 1 July 1997 after achieving critical mass of 90 per cent world trade in IT products. Presently number of countries signed for ITA increased to 76 representing about 97 per cent of world trade in information technology products. Tajikistan became a member of ITA on 1st March according to its commitment under accession to the WTO. Russia also committed to join the ITA and presently carrying out the internal work in this regard.
The special and differential treatment principle was an integral part of the ITA.  Elimination of customs duties on listed ITA products took place in four steps. Starting from 1 July 1997, a second set of reductions by 1 January 1998, third set of reduction by 1 January 1999 and finally completely eliminating customs duties and bringing it to zero by 1 January 2000. Signatories of the ITA are mandated to extend the benefits of tariff elimination to all WTO members on a Most Favored Nation (MFN) basis. It means that even if a WTO member is not part of ITA, it can benefit from the tariff reduction made by the ITA signatory.  
While ITA is exclusively a tariff cutting mechanism, the declaration (WT/MIN(96)/16) provides space for discussion on Non-Tariff Barriers (NTBs). However, it is important to note that there is no binding commitment on NTBs. 
A formal committee, the Committee of Participants on the Expansion of the Trade in Information Technology Products (here onwards Committee) was established under the WTO to oversee the implementation process of the ITA. Issues including review and expansion of ITA and NTBs are discussed in the Committee. 
Information Technology Agreement (ITA) - II

Immediately after the conclusion of the ITA, some member countries started talking about reviewing and expanding the product coverage under the ITA. This process was termed as ITA-II. Since then they continued to discuss about the expansion of the ITA, however no major agreement was reached. This effort on ITA – II, is renewed by the United States in May 2012, with the introduction of a concept paper (G/IT/W/36), calling for launching a negotiation to expand the ITA. Co-sponsors of the concept paper include Canada, Japan, Korea, Chinese Taipei, Singapore, Malaysia and Costa Rica. 
The concept paper argues that the ITA needs to be expanded as the information and communication technology (ICT) sector has evolved dramatically with the rapid technological development and production methods over the last 15 years. It underlined the need for incorporation of certain large ICT-producing countries such as Brazil, Mexico, South Africa, and Argentina who are not signatories and remain outside of the ITA framework.  Further the paper notes that in response to recommendations from the global ICT industry, in November 2011, APEC leaders also committed to play a leadership role in expanding ITA. 
The ITA-II aims at reducing non-tariff barriers, expanding the product coverage and seeking to include new Members. It is also argued that “a successful expansion of ITA product coverage, concluded in the near-term, would provide a much-needed boost to the global economy, and reinforce the importance of the multilateral trading system” (G/IT/W/36). Some of the key products that could be included in the ITA-II are a) products capable of processing digital signals; b) products that can send or receive digital signals with or without lines; c) ICT manufacturing equipment; and d) related components, attachments, and parts. European Union had consistently been in favour of an expansion of the ITA product coverage. Some of the products that are proposed for ITA-II would also overlap with products proposed under Electrical and electronics sectoral initiatives under the Non-Agricultural Market Access (NAMA) negotiation.  
However, many questions regarding ITA – II remain unanswered. The concept paper remains vague about any number in terms of achieving critical mass. Further, with regard to Non-Tariff-Measures (NTMs), the paper merely mentions to continue the ongoing work without providing concrete initiatives. Some expressed doubt that the paper attempts to delink tariffs from NTBs. Confirming these concerns, during the discussion on the concept paper, European Union called on the ITA participants “to explore non-binding approaches, based on principles, good regulatory practices”. However, some Members consider non-tariff barriers central to the expansion. The 2008 EC proposal on reviewing the ITA states that “(the proposal) firstly concerns the removal of existing non-tariff barriers (NTBs) and prohibition of new ones.”

Currently a ‘core group’ of countries are engaged in negotiations to prepare consolidated list of products. This process will continue in the coming months and a new consolidated list of IT products is expected by the end of July 2013. Members in the Core Group include the United States, Japan, the European Union, China, Australia, Switzerland, Norway, New Zealand, Singapore, South Korea, Taiwan, Malaysia, Thailand, the Philippines, Hong Kong, Costa Rica, Israel, Croatia and Bahrain. See the annexure for the list of ITA members. 
Success of ITA–I and Myths: 
According to the Singapore Ministerial Declaration, the ITA would promote the goals of raising standards of living and expanding the production and trade in goods and it would enable to capture the positive contribution that information technology makes to global economic growth and welfare.  The ITA aimed at increasing trade and competition through trade liberalization of IT products with the assumption that it would lead the global diffusion of information technology. Now after 15 years countries that call for expansion of the ITA argue that “the ITA has been tremendously successful in facilitating increased global trade and investment, encouraging information and communications technology (ICT) adoption, and reducing the cost of ICT inputs.” 
According to WTO, world exports of IT products have almost tripled in value since 1996, and reached an estimated US$ 1.4 trillion in 2010, accounting for 9.5 per cent of world merchandise trade. Developing countries have increased their participation in world trade of IT products since 1996, accounting for approximately 64 per cent of exports and 51 per cent of imports in 2010. One of the major success stories promoted by the WTO is that, with the ITA, Costa Rica had become one of the leading Latin American countries whose industrial exports were made up of high technology products. In 1996, ITA products accounted for 5 per cent of Costa Rica's total industrial exports; in 2011, that figure rose to about a third. About 40 per cent of Costa Rica's total exports are integrated into the global supply chain.

It has been argued that, “while growing share of the investment in both the production and use of these products is made by developed country IT industries, IT spending is increasing considerably in some emerging economies, such as China, India and countries of the Association of Southeast Asian Nations (ASEAN). These investments have been the catalyst that has allowed countries as diverse as China, Costa Rica and some ASEAN countries to develop their capacity for manufacturing IT products and become important players in global production networks. In addition, other developing countries have used these IT products and technologies as tools to become key players in other areas. For example, access to affordable IT equipment was instrumental in enabling India to become a powerhouse in consulting services, software development and other services.” 
However claims of the ITA’s success have come under severe criticisms by some of the ITA members. After 15 years of the ITA the government of India argues that the ITA has decimated its hardware industry and severely restricted the employment generation capacity of the ITA sector. In May 2012, in the Committee meeting, the representative of India requested India’s name be removed from the sentence which stated that India had benefited from the ITA in terms of increasing employment, IT spending and investment.
 In the same meeting Indonesia stated that the benefits of the ITA had not been distributed equally among the Participants. Statistics clearly showed that some Participants had been significantly constrained from getting benefits from the ITA including Indonesia. Now Indonesia is carrying out an analysis of the impact of the IT on Indonesia's economy. El Salvador stated that the flexibilities for the developing countries should not be undermined by the ITA review process.  
Egypt supported the statement made by India and El Salvador. It stated that “developing countries’ pre-ITA applied tariffs, including those of Egypt were generally higher than the average of the developed country ITA Participants. While it was true that since the launch of the ITA, some developing countries had gradually gained market share, developed countries still accounted for more than 67 per cent of world ITA exports.” Egypt also underlined the fact that some ITA Participants had benefited more than others as only few developing countries experienced increased trade and called for careful assessment of the trade data. More importantly Egypt also argued that there is need for a fine balance between the reduction of tariffs and development of IT industry in developing countries.  
Some Key Issues emerging from the case of India:

Loss of Policy Space: Information technology sector is an important manufacturing sector with the potential to generate employment. With ITA – II calling for elimination of tariffs on large number of IT products, the developing and least developed countries (LDCs) would not be able to control imports and protect domestic industries with the view to generate employment. 
Loss of domestic growth potential: India is already quite competitive in the provision of IT services. In addition to this, India could give an advantage to its producers and develop its domestic IT manufacturing industry if it kept its emerging market for IT products relatively closed.  It would enable the domestic industry to grow and subsequently it would provide for higher re-investment of profits and gradually, one could aspire, more and better jobs. As mentioned already, India lost domestic growth potential by participating in the ITA.

Global Diffusion of technology – A Myth: Among many one of the important arguments is that IT sector has a reduced level of competition as only few players dominate the electronic market. Present Oligopoly market scenario is a barrier for new entrants in manufacturing as well as for frugal innovation. Technology is being closely held with increasing intellectual property cost. At the same time, international protection of IPRs becomes stricter and acquires strong institutional machinery of enforcement.  Controlling prices and other oligopoly practices are reducing and limiting the access of IT products to large number of people in developing and in LDCs. 
Design and value-addition: Patents on important technologies in the IT sector account for the largest part of value added. They are predominantly held in developed countries participating in the ITA. Also, patenting is ever-growing as it has increased disproportionally compared to other domestic industry sectors in both developed and developing top-trading ITA Participants. Although several global IT producers have invested in R&D and in manufacturing in India and other developing countries, these countries enjoyed very limited technology transfer, and consequently observed only marginal increases in their value added and in employment. Committing to full-opening of their markets to new products would make it harder for domestic companies to use their internal market-access-advantage. Also they would have lower incentive and resources to design and patent locally. 
Increased import content in raw materials: In case of India the ITA has opened the flood gates of imports in to the domestic markets. Subsequently large number of domestic manufacturers turned into assemblers and traders in IT products.  Further, increasing imports also reduces the indigenous content and increased imported contents in the raw materials leading to low value addition and lower employment creation. In India’s exports of electronics hardware the imported raw material content in 1991 was merely less than 27 percent. With the implementation of ITA, the imported content in the raw material increased to 45.1 percent in 1999 and further increased to 57.8 per cent in 2002 and by 2008 it went up to 80 per cent.
  
International production networks: The present ITA–I market access scenario shows that only developed countries and technology leaders, which are heading international production networks benefited from the ITA. On the other hand for developing countries that had not yet established an IT production base, especially those with considerable markets like India and Indonesia, the ITA severely restricted the growth prospects of domestic IT industry. 
Non-Tariff Barriers: Even though under ITA–I, in which 74 countries brought tariffs to zero, significant amount of NTBs especially in the form of national standards and regulation remain unaddressed. The issues of NTBs exposed inherent weakness in the WTO system and the lopsided negotiation process dominated by few players, even in the plurilateral talks. While there has been much interest in tariff elimination in ITA-I and in ITA - II, there has been no corresponding interest among the leading ITA members, especially the industrialized ones, to address NTBs. Even after 15 years no concrete efforts have been taken.  For example, developing countries have specific needs in terms of IT products as they are operating on a low technological base. They would always look to develop with low-cost and labour-intensive mass products. However, when high national standards are set by developed countries, it creates barriers for developing countries to produce for these markets. A study by the Indian Institute of Foreign Trade (IIFT) argues that NTBs were effectively used by the developed countries to deny market access to the developing countries during the period of liberalization. “Of the total of 456 technical barriers to trade (TBT) notifications from 1995 to 2000 by all the WTO members, the developed member had 356 TBT notifications, which was 78 percentages of the total notifications. In terms of the product coverage around 3881 products were covered by the 456 TBT notifications, of which 3800 were protected by national measures.”
  On the other hand, for developing countries with low technology base it is even difficult to identify  and putting in place quality standards and controls. 
Delinking Tariffs and NTBs negotiations: It is important to note that in the ITA-I negotiations on NTBs and negotiations on eliminating tariffs are disassociated because tariffs in developed countries are already low, so they are non-issue for them. Introducing new products in the ITA would likely add little to the economies of developing countries, if the agreement does not address NTBs in the developed world. The current NTBs status effectively restricts developing countries’ export to developed countries.

Loss of government revenue: On ITA products India had an average base duty as high as 66.4% in March 1998. Gradually by 2005 tariffs were brought to zero. Owing to such tariff reduction the government lost revenue which could have been used for spending on various other important developmental activities. For some of the LDCs tariffs compose an important source of revenue for the national budget.  Moreover, the LDCs have absolutely no interest in joining the ITA because they already enjoy preferential access at least to major markets. 
Security issues: As some products proposed in ITA-II are utilized by armed forces and security and intelligence some developing countries raised concerns on security issue. It is also important to note that the US government has before rejected to procure equipment and computers to be used by its armed forces on grounds of security concerns as the products originated abroad. 
CONCLUSION

As discussed above, the experience of the ITA-I throw number of issues typically representing WTO’s lopsided negotiation process ignoring genuine developmental concerns. The ITA-I clearly demonstrate that dogmatic trade liberalization can not address the developmental concerns of all. While the ITA-I benefitted some developing countries, it seriously undermined policy space and eroded domestic growth and employment generation capacity of other countries. The lack of progress in addressing NTBs in ITA products, once again demonstrate the unwillingness of developed countries to provide genuine market access. It also vindicates concerns raised by NAMA-11 trade union group against WTOs Non-Agricultural Market Access (NAMA) negotiations.
In recent times, it has been amply exhibited that information and communication technology (ICT) sector has enormous capacity to address developmental needs including issues of governance and employment generation. A genuine global diffusion of technology and overcoming the digital divide at national and international level requires effective use of policy space by the governments. From developing and LDCs point of view irreversible and binding commitments under the ITA-II would also lock their present and future growth potential. Further, increased control over ICT sector and products by few corporates and oligopolistic market scenario pose threats to utilize the capacity of ICT sector to address developmental concerns of developing and LDCs. 

It is rather appalling that even after 15 years of ITA-I, a comprehensive impact assessment is not conducted. Claims over great benefits of ITA–I have been comprehensively rejected by developing countries based on the experience of ITA participants. At this juncture, countries that are considering participating in ITA – II, whether they are signatories to ITA–I or not, should not continue negotiations before undertaking comprehensive assessments in terms of the potential impacts on current and future socio-economic benefits including potential employment in the IT sector.  Countries decision whether to participate in ITA-II should be based on actual and projected social, economic and developmental impacts rather than mere claims over benefits of ITA. 
---------------------------------------

Annexure
Membership of Information Technology Agreement (ITA)
As of 8 March 2013, the ITA had 49 participants (covering 76 Members) representing approximately 96 per cent of world trade in information technology products. 

Participants: (latest accession: Tajikistan)
	Albania
	Macao, China

	Australia
	Malaysia

	Bahrain, Kingdom of
	Mauritius

	Canada
	Moldova

	China
	Montenegro

	Colombia
	Morocco

	Costa Rica
	New Zealand

	Croatia
	Nicaragua

	Dominican Republic
	Norway

	Egypt
	Oman

	El Salvador
	Panama

	European Union

	Peru

	Georgia
	Philippines

	Guatemala
	Saudi Arabia, Kingdom of

	Honduras
	Singapore

	Hong Kong, China
	Switzerland


	Iceland
	Chinese Taipei

	India
	Tajikistan

	Indonesia
	Thailand

	Israel
	Turkey

	Japan
	Ukraine

	Jordan
	United Arab Emirates

	Korea, Republic of
	United States

	Kuwait, the State of 
	Viet Nam

	Kyrgyz Republic
	


Source: WTO
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� http://trade.ec.europa.eu/doclib/docs/2011/april/tradoc_147791.pdf


�Committee of Participants on the Expansion of Trade in Information Technology Products, MINUTES OF THE MEETING OF 15 MAY 2012,  (G/IT/M/55)


� With regard to ITA-I liberalization, imports in to India dominated by China. India argues that increasing monopoly on IT products by a single country does not help global diffusion of technology. According to an IIFT study the grave situation for India could be understood from the fact that in the 164 ITA-1 products the exports of India grew by 115 times in comparison to 2075 times of Chinese imports.


� Ibid.


� Murali Kallumal, Process of Trade Liberalisation under the Information Technology Agreement (ITA): The Indian Experience, CWS/WP/200/3, Working Paper, Centre for WTO studies, Indian Institute of Foreign Trade (IIFT)


� The schedule of the European Union comprises the commitments of the 27 member States.


� On behalf of the customs union of Switzerland and Liechtenstein.
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