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Abstract

Similar to the two complaining sides of bankingl#lization in the world, there are arguments
for and/ or against liberalization of the Ethiopidmaking sector to the outside world. Proponents
argue that opening the Ethiopian banking sectorfdeigners has the benefits of efficiency,
increased employment opportunity ,improve NBE Regul and supervision capacity through
regulatory spillover, foreign banks may brought nekill and quality services and new
capacitate of the banking sector technological kimm On the other hand, opponents fear
liberalization for its risks of financial instabili, weakening the domestic banking institutions and
the possibility of leaving out the poorest sectibthe society.

Thus, this paper attempts to analyzes the Curréhipfia’s banking sector policy, regulation
and market situation in order to know the Potenkdflects of Ethiopia’'s Accession to the WTO
on its Banking Sector Liberalization and recommevtiether Ethiopia should liberalize the
banking sector in view of its accession to the WArOnot. The methodology followed in
undertaking the study involves review of both primend secondary data and information. The
review of the WTO accession rule, acceding cousiti®@TO accession and banking sector
Liberalization experiences and interview of keyinfants has been involved for evidence and
benchmarking.

The finding of the study shows that, the WTO amegsocess and Banking sector liberalization
commitment requires well informed and understandifiglthe WTO, the WTO system and
complexity of the accession process), capacitydimgl and technical support of international
community as well as adoption of best accessiorehym@ctice. On behave of Ethiopia, along
with different studies, interviews, and reports=tiiiopia banking sector shows that even though
Ethiopia’s gradual liberalization policy and a laf improvements over time in banking sectors
are encouraging; however, compared to internatiomgnt banking sectors, the sector is
generally still found at infant, relatively undeopkd, heavy dominant role of state-owned NBE’s
regulation, and a non-competitive market environmen

Based on these, to benefit from the WTO accessimh Banking sector liberalization
commitment, and to save from the risk, the researcecommends the counttiiree things:
First, before the country start bilateral negotiation pseparation to the WTO, the country
should invest on capacity building relating to biamksectors (human, institutional and financial)
by continuous further demanding capacity buildingdatechnical support of international
community.Second, the country should invest on strengthen countbasking sector policy,
relax heavy dominant role of NBE's regulation anaken Ethiopia baking sector market situation
environment competitivd.astly, during bilateral accession negotiation in offeririge four
modes of trade supply in Ethiopian banking sedioe, country should negotiate to comnmit i
offering full liberalization of mode 2 for its ridkee and offering the temporary movement of
natural persons in mode 4 for its intra-corporatekviedge transfer in banking sector. However,
the country should negotiate on maintaining capa@ahtrols and cautious approach in opening
mode 1, and the country should negotiate to stahetcurrent level of gradually liberalization
commitment until it builds domestic capacity ofigpian banking sector in Mode 3.

Key Words: WTO, Accession, Liberalization of the Banking &e&thiopia
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CHAPTER ONE

INTRODUCTION

1.1.Background

World Trade Organization is established with theimmabjective of liberalizing
multilateral trade, based on the belief that tiherklization of trade brings multiple of
benefits to the world populatidnCountries also join it on the belief that a liderade
regime will confer these benefits upon those whaob®e members. Since the
widespread acceptance of the multilateral traderdilization, many countries have made
attempts to liberalize their banking sectdts.the liberalization of banking sector, there
are two complaining sides in the world. Theseamnduhe WTO accession to liberalize
the banking sector and/or not to liberalize the kivep sector. On the positive
side,Banking  sector liberalization,increased  doioest competition;effective

diversification of risk and assisting its modertiaa.*

On the negative side, liberalization of the banksegtor would not yield a more stable
source of credit for domestic borrowers; it wowddving the domestic banks with higher-
risk assets and customers; and it may only sepricftable market segments; depending
on the banking structure and regulatory capacityeifin financial service providers
encourage the development of oligopolistic, rathdan competitive, banking
structuresBut, the international economic organizations, idahg the World Bank, the
IMF and the WTO, have appreciated the need forngtheening banking sector

liberalization and reducing regulations that weattes. ®

'Marrakesh Agreement Establishing the WTO, the WAE@emenfipr. 15, 1994, p.9.

’Hussein Ahmed Tura, 2013, Making the WTO AccesS$itrk for Ethiopia: Lessons from Cambodia and
Nepal, Abyssinia Law reviewp.4.

3Leo M. Tilman, 2007,Banking Regulatory Environmamid Supervision In AfricalThe World Bank
Database, Banking Surve3007, p.2.

“Gebrehiwot Ageba, 2008, Ethiopia's Accession to W and The Financial Services Sector,Trade and
Development discussion papag 02/2008, p.1.
°ld, pp.1-3.

®Alemayehu Ged12008, The Structure and Performance Of Ethiopi@aifcial Sector In The Pre And
Post Reform Period: With Special Focus On Bankingft, p.13; Solomon Abay, 2011, Financial market
development, policy and regulation: the internatloexperience and Ethiopia’s need for further mefor
Dissertation Submitted to Faculty Law of UniversifyAmsterdantcbruary 2011, p.25.
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Different studies suggest that financial liberdiiza can stimulate economic
development. Financial liberalization does not mfaee banking”. Governments will
continue to intervene in the financial sector innamber of ways: banks will be
supervised for prudential reasons; some banks naypublicly owned; and the
government may be a major borrover.

Ethiopia, a founding member of many of the inteoral and regional organizations
today and the second most populous country in tRdi&l of least—developed countries
(LDCs)® :however, appears unique compared to its Eastcafrineighbors (namely
Kenya, Tanzania, and Uganda) and many other demgl@ountries in that it has not yet
opened its banking sector to foreign participaf®imce 1992 Ethiopia has been
gradually liberalizing its banking sectr.The banking sector liberalization policy,
however, inhibits foreign bank entry in any forndastioes not allow purchase of shares
by foreign national$'This, stipulates that the Ethiopia nationals oraoigations only
can run banking business with the capital is whollyned by Ethiopian nationals and
organizations. The policy prohibitsforeign natiaal organizations fully or partially to
open banks or branch offices or subsidiaries adifpr banks in Ethiopia or acquire the
shares of Ethiopian bank&lt implies that the closed nature of Ethiopia’sikiag system
in which there is no foreign banks participatioman-competitive market structure, and
strong capital controls by NBE.

Similar to the two complaining sides of baking lidlezation in the world, there have

been arguments for and /or against liberalizatibthe Ethiopian baking sector to the

" Huwpill Andahmoodpradhan, 1997, & Chibuike Uchd,20Financial Liberalization in Africa and Asia,
IMF Einance & Development Working Paplr. 95/123 ,Washington,June 1997,pp.1-9; Finarsgator
Liberalization In Developing Country, Internatioriaade Center (ITC,2011, pp.8-15.

®Melaku Geboye 2009, Accession for What? An Examination of Ethiopia’sci&on to Join the WTO',
Journal ofVorld Trade 43 Issue 2,2009, pp. 339-36&p;//kluwerlawonline.com/

° Kozo Kiyota, Barbara Peitsch, and Robert Sterf)720The Case for Financial Sector Liberalization i
Ethiopia’, Gerald R. Ford School of Public Polichel University of Michigan, Ann Arbor, Michigan,
Discussion Paggrll\lo. 565, August 17, 2007, p. 1.

%Alemayehu Ged2008, supra note 6.

“ashenafi Beyene , 2012, Banking reform and SMErfaiiag in Ethiopia: Evidence from the
manufacturing sector,African Journal of Business\dgement/ol. 6(19),16 May2012, p. 6057,
Ethiopian Civil Service College, Addis Ababa, Etbii.

’EDRE, 2008, Banking Business Proclamation No. S323Xederal Negarit Gazetdear 14, No.57,
Addis Ababa, 25th August 2008, Art. 2(5) and Atrt. 9

2



outside world. Proponents argue that opening theofitan banking sector to foreign
investors has the benefits of efficiency, increasegbloyment opportunity and increased
accessed to the pddrOn the other hand, opponents fear liberalizafamits risks of
financial instability, weakening the domestic fical institutions and the possibility of

leaving out the poorest section of the society femmessing the financial institutiotfs.

Generally, since 2003,on one hand, Ethiopia's WTs@ession process has been
underway and held the third working party meetingviarch 2012. The Working Party
on the Accession of Ethiopia was replied the foudbnd WTO members answer to
additional question§The WTO members are asking Ethiopia to clarifytiitsetable for
privatizing this sector sooner than the tith@©n the other hand, Ethiopia’s closEdnd
isolatiort®nature of the banking regulation in which thesend foreign banks, a non-
competitive market structure, and strong capitaltics in place, and heavy dominant
role of state-owned NBE's regulation are Ethiopiddanking sector liberalization
barriers.*So, to come up with recommendations whether thatepias to liberalize the
banking sector or not in view of Ethiopia’s accesasio the WTO, conducting this study
is timing and relevant.

1.2. Statement of the Problemand Questions

In the liberalization of banking sector, there hdeen two complaining sides in the
world. On the positive side, Banking sector libemation, increased domestic
competition; easier and more effective diversifmatof risk, new skills, new products

and technologies may be diffused into the domebaoking system, assisting its

BMehreteab Ghebremeskel,2013(1) ‘Integration of thiopian Financial Service Sector through
Regional Financial Arrangements: A Step before WA&essionLaw Social Justice & Global
Development JournaP013, p.1

Ykozo Kiyota, Barbara Peitsch, and Robert supra a6t pp. 17-18.

5 See the # round, 2012, Working Party on Ethiopian Accessionthe WTO, replies to additional
questionsMay 2012.

®Alemayehu Bacha ,2014, Ethiopia may delay WTO aioas Latest Business AlertReporter ,29 May
2014,p.1.According thatest Business AlerReuters reported on May 28/2014. Kebede Chaneistér
of Trade, said Ethiopia might delay its plan tanjtihe World Trade Organizations (WTO) by 2015hié t
nation is asked to liberalize its telecom, banking power industry sooner than the time.

’Solomon Abay,2011, Financial market developmenlicp@nd regulation: the international experience
and Ethiopia’s need for further refodissertation Submitted to Faculty Law of UniversifyAmsterdam
February 2011,p-356

¥k 0zo Kiyota, Barbara Peitsch and Robert M. Steupra note 9.

Solomon Abay, supra note 19.




modernizatiorf® On the other hand, liberalization of the bankiregtsr would not yield a
more stable source of credit for domestic borrowatswould try to “cherry pick” the
most desirable markets and customers, leavingdheedtic banks with higher-risk assets
and customers; and it may only service profitahlrket segments; they may not give
priority to issues of poverty alleviation and thecess of low-income and rural-based
savers and borrowers to financial services andriblismay be exacerbated if, depending
on the banking structure and regulatory capacibyeifjn financial service providers

encourage the development of oligopolistic, rathan competitive banking structurés.

Similarly to the world, according to studies hetdEthiopia there have been all so,two
complaining sides, arguments for and /or agaitgrdilization of the Ethiopian banking
sector to the outside world. Proponents arguedpahing the Ethiopian banking sector
to foreigners has the benefits of efficiency anctéased employment opporturiftyOn
the other hand, opponents fear liberalization ftw iisks of banking instability,
weakening the domestic banking institutions andpibesibility of leaving out the poorest
section of the society from accessing the bankirsgitutions® In addition to the two
complaining idea in Ethiopian Banking sector libeation, Ethiopia's World Trade
Organization (WTQO) accession process has been wagiesince 2003 and held the third
working party meeting in March 2012 . The WTO mensbare asking Ethiopia to

clarify its timetable for privatizing this sectasaner than the tim&

Ethiopia’s banking Sector are , on one hand,closgdre of the banking regulation in
which there are no foreign banks, a non-competitiaeket structure, and strong capital
controls in place ,and heavy dominant role ofesatned NBE’s regulatioft. On the
other hand, gradual liberalization policy and infdraking market situatiGh The

absence of a consensus with regard to weathdrvdmlize its banking sector in view of

Gebrehiwot Ageba, supra note 4.

g, pp.1-3.

Z2Gebrehiwot Ageba, supra note 22.

2¢0z0 Kiyota, Barbara Peitsch, and Robert supra &6t pp. 17-18.
24 Alemayehu Bacha, supra note 18.

%3Sp0lomon Abay, supra note 19.

% Kozo Kiyota,Barbara Peitsch and Robert M. Stesupra note 9.
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Ethiopia’s accession to the WTO or not encouragestonconduct this research in a

Ethiopian context.

This study is therefore, based on the above gap,nieans, the absence of a consensus
with regard to weather to liberalization of the iBfhan banking sector in view of
accession to the WTO or not analysis the Currehiopia’s banking sector policy,
regulation and market situation and current prattgituation of Ethiopian banking
sector. The WTO accession Rules and acceding gosiirperience is also examined as
benchmarking. It, accordingly, focuses on the feltgy research questions:

1. Should Ethiopia Liberalize its Banking SectorMiew of Accession to the WTO or
Not?

2. What do the Current Ethiopia’s banking sectdicgpregulation and market situation
look like?

3. What are the WTO Accession Rules look like esplgdor those LDC’s GATS
framework for Liberalization of Banking Sector?

4. What are the lesson drawn from acceding cowitiie WTO Accession and Banking
Liberalization Experience?

5. What is the Potential Effects of Ethiopia’s Assi®n to the WTO on its Banking

Sector Liberalization?

1.3. The General and Specific Objectives

The mainobjective of the study aims need to analyze to the Curréhiofia banking
sector policy, regulation and market situation rdev to know the Potential Effects of
Ethiopia’s Accession to the WTO on its Banking $edtiberalization and recommend
whether Ethiopia should liberalize the banking secin view of its accession to the
WTO or not.

It accordingly, aims at achieving to answer théofeing specific objectives:

1. To analysis Current Ethiopia banking sector polregulation and market situation.
2. To examine the Potential Effects of Ethiopia’s Assien to the WTO on its Banking

Sector Liberalization.



3. To recognize WTO accession rule regarding LDCs GAir&mework for
Liberalization of Banking Sector.

4. To drawn lesson from acceding countries’ the WTOceéssion and Banking
LiberalizationCommitments, opportunities, andchadies that can  facilitate
Ethiopia’s WTO accession process and replicatestleeessful strategies to avoid
onerous commitment on Ethiopia’s banking sectberhlization, and,;

5. To provide recommendation that may contribute tmceoned bodies whether
Ethiopia should liberalize its banking sector ot im view of accession to the WTO.

1.4. Significance of the Study

The research will be, accordingly, useful to regtécthe successful strategies and avoid
some of the mistakes, useful tothe pursuit of keolge and the indication of the
appropriate suggestion. So, the outcome of thtyshuil;

* provide relevant and research based informatiorpébicy makers, law makers,
government officials, to NBE, to all both EthiopiBrivate and public
banks(bankers), for Ethiopian Bankers Associatifmm, Ethiopia Chamber of
Commerce and secrtorial Associations, to the padigarians, Academicians,
business and civil society, and other stake helétarfurther research,

» Serve as a reference to further researches,

» Contribute knowledge to the current Ethiopia WT @ession negotiation all stalk
holders and working party.

* Since there are a number of LDCs still outsidevifigO system and some of them
are in the process of accession, it would be usefutlocument and share
experience so that other acceding LDCs can replitest successful strategies and
avoid some of the mistakes.

1.5.Delimitation of the Study

The study focuses on analyzing the WTO accessilen @ATS Liberalization rule and
its banking sector liberalization frame work, LDGATS banking sector liberalization
rule. Acceding countries WTO Accession and bakiagta Liberalization experience
was examined to draw lesson. Analysis Current dpihis banking sector policy,

regulation and market situation, and Potential &#eof Ethiopia’'s Accession to the



WTO on its Banking Sector Liberalization. Additidlya the Study draw lesson from

LDCs countries accessedafter the born of WTO iwéen January 1/1995 and June
2015 such as Cambodia, Nepal ,Lao PDR, Vanuamnod and Yemen due to similar
economic and vulnerable characteristics during 8O accession as Ethiopia. It does
not include study of other financial sector liberation such as insurance and

microfinance sectors. The study depends only grigad public banking sector.
1.6.Literature Review

There have been two conflicting and competing viesgarding liberalization of banking
sector in EthiopiaThe first group argues for liberalization of thanking sector to
foreign market computations to accomplishing itscession effort successfullyto
benefit the Ethiopian econoifyfrom banking sector liberalization, especiallyrfrdhe
entry of foreign banks and the associated privétinaof state-owned banks to clearly
charting defined time frame for liberalization agploring foreign banks knowledge that
enhance the banking secfhio benefit to reform Ethiopian baking seét@nd help to
enhance the pace and scope of economic integratr@mgst its members as well as to
attract investment

On the second group, opponents, rather argueattugl opening of the banking market
to foreign investment to improving the efficiency the banking sector will require
simultaneously a certain extent of market opefitm, negotiate carefully and
strategically so as to reap the potential benefithembership in light of its development
strategy, especially from long-term developmenspectivé®, to keep until the domestic

investor reached the level that makes them conngetiinvesting in regulatory capacity

Z'addisu Mengiste, 2008, Ethiopia’s Accession WTO #melneed for Liberalizing the Banking Service
Sector, LLM Thesis May 2008,p-1,Addis Ababa University.
B Kozo Kiyota, Barbara Peitsch, and Robert Sterpranote 9.
29 1.:
Ibid.

alemayehu Gedlesupra note 6.

#admassu Bezabeh, , Asayehgn,20Banking Sector Reform in Ethiopia: An Abstract &dfof

Business and Leadershipominican University of California San Rafael li@ania,2010,p.6.

*abebe Abebayehu ,2008, Accession to the WTO: Beiging the Prospect for Attraction of Investment?
A Least-Developed Country’s Perspect®@)8, p.4, University of Dunde, Scotland.

*Gebrehiwot Ageba &Derk Bienen,supra note 4, p.3.

*Hussein Ahmegsupra note 2.




for maintaining macro-economic stability and groWthto keep until NBE become be
able to absorb international rikand to becautious and orderly liberalization pas;
added with sound regulatory and legal frameworlkdaprthe maximum benefits and
avoid the threats associated witA’itFurthermore, in order to benefit from liberalipat
opportunities Ethiopia has to strengthen their dsiloeservices capacities and improve
the efficiency and competitiveness of their sersisectors through technology transfer
and enhance access to market computation andnafmn networks before liberalizing
their Banking sector&nd in order to reassessed in the light of specfitiests by other
WTO member§?

From international experience both mismanaged Ibgngector liberalization directions
(rapid reform and long delay of liberalization) amet, accordingly, justified for the
country as the former can lead to crisis unleskvi@d by strong regulation while the
latter will mean unduly postponing the potentiahékts of international competition and
inflow of finance to the countrsf

Therefore, this study aims to analyzing the CurrEtttiopia banking sector policy,
regulation and market situation in order to exanmeePotential Effects of Ethiopia’s
Accession to the WTO on its Banking Sector Libewtion and suggest whether the
country should liberalize its banking sector inwief its accession to the WTO or not.
1.7.The Research Methodology

The methodology followed in undertaking the stualyolved review of both primary and
secondary data,information and the interview ofrappate officials. The study has

largely based secondary information available orextensive and in-depth review of

% Tony Addisonl and Alemayehu Geda2, 2001, Ethisgew Financial Sector and Its Regulation,
Discussion Papéfo. 2001/55, August 2001, p-2.
¥s0lomon Abay, supra note 19, p.380.

3T adele Geremew, 2013, The possible Benefit and &iglthiopian making Multilateral Liberalization
Commitments in its Financial Services Segiint LLM In Law and Developmeyits February
2013,p.6,University of Warwick and Mekele Univeysit

3 Mussie Delelegn, 2005, Accession to the Worldd&r®rganization: Challenges and Prospects for the
Least-developed Countries (LDCs): Ethiopian Acaas€ase Study, The Estey Center Journal of
International Law and Trade Policyplume 6,Number 2, 2005,p. 20.

%ECCSA,2013, WTO Accession of Ethiopia: Regulatiod ®penness of Ethiopia’s Services
Sector,Private Sector Position Papkiy 2013,p.6.

**Solomon Abay, supra note 19, p.28.




WTO Accession rules;review of the WTO Rules on Asten and LDCs WTO accession
and banking sector Liberalization experience; eeviof GATS Framework for
Liberalization of Financial sector especially thanBing Sector; Review of the current
Ethiopian banking sector policies, Regulation, Direes and market situation, and
review of the banking sector regulatory and supenyi laws and practices in Ethiopia;
Review of the studies available in domestic aneitpr literature related with the study;
and all so use of data from official reports anguwlslished records of the NBE, both
public and private banks of Ethiopia, the MinistfyTrade and Industry, the Ethiopian
Chamber of Commerce, and other sources availalhe area.

The study also supplemented primary data througll Btudy of the Ethiopian Banking
sector practiceand interview the status of EtlaispWTO Accession Negotiation

working party in the country; interviews of tleppropriate personnel of key
stakeholders representing various segments oftgaieh as: the Ethiopian Ministry of
Trade , the NBE, Commercial bank of Ethiopia, Hikiopian Chamber of Commerce
and sectoral Association , the private banks, pihidankers Association and other
expertise was interviewed as found relevant thinooigrposive sampling for evidence

and benchmarking. Similarly, quantitative data aised to validate conclusions.

Finally, comparative and analytical interpretatiamproach would be employed in the
study. The approach taken will be, therefore, tawdrdessons from the law, the
international acceding country experience and regendations, and the current
domestic banking sector policy, Regulation and m&skuation of the country. It would
be, however, fundamentally qualitative, focusing meed to analyze to the Current
Ethiopia banking sector policy, regulation and kearsituation in order to know the
Potential Effects of Ethiopia’'s Accession to the ®@/Ton its Banking Sector
Liberalization and suggest whether Ethiopia hadilteralize the banking sector in view
accession to the WTO or NOT.

1.8.0rganization of the Study

The study is organized intfive chapters as follows. Thirst chapter introduces the
readers with the study. It highlights the reasdret hecessitated the research and the

objectives that are intended to be achieved. K@jpresents the statement of the problem,



research questions, general as well as specifiecobgs of the research, literature
review, significance and the research methodolaggflp. The secondchapter focuses
on the analysis of WTO Rules on Accession. thiind chapter analysis the WTO
Accession and Banking Liberalization Experiencebe Tourth chapter analysis the
potential effects of Ethiopia’s Accession to the @/Ton its Banking Sector
Liberalization. Thefifth chapter concludes the study to recommend and atelithe

policy measures that will be taken by the concerbpedy of the country’s economyin

general and the banking sector in particular.
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CHAPTER TWO
THE WTO RULES ON ACCESSION

2.1The WTO Accession

2.1.1. What is Accession?
Accessions have been one of the most active afeasgotiation in the WTO period.
Accession would mean a commitment to open one‘'si@oy to external competition
and to benefit from a multilateral trading systehticle XII of the Marrakesh
Agreement (1994) forms the legal basis and provedg general conditions for accession
process. According to this only three paragraply ricle which read as follows:
“Any state or customs territory having full autonoimyhe conduct of its trade policies
may become a member (“accede t0”) the WTO, bu\&Il0O members must agree on the
terms. This is done through the establishment wbeking party of WTO members and

through a process of negotiatiotis

The provisionArticle of Xl the Marrakesh Agreemef994) does not specify the
precise commitments expected from acceding cowntmer does it establish clear
standards for which compliance is sought or idgrtie scope and extent of demands
that could be madefor accessfofihe failure of Article Xl to provide clear guideés on
how new members may join the WTO and “terms to ¢reed” leaves the door wide

open to drawn-out, decade-long, and burdensomessioceexperience.

Craig Van Grasstek, 201)e History and the Futre of the W,@TO online bookshop publications,

2013, p.121. http:onlinebookshop.wto.org.

2Ethiopian Chamber of Commerce and Sectoral Assonmt How to Optimize Advantages of Accession
to the World Trade Or-ganization and Measures toThken to Meet Possible Challenges, A
Review of Ethiopian Economy and WTO AccessidiNot Dated ) p.3 www.ethiopian
chamber.com/how-to-optimize-advantage-of-accessionTO

*Hussein Ahmed2013, Making the WTO accession work for Ethiopiassons from Cambodia and Nepal,

Abyssinia Law review2013, p.5.

*Provision of Marrakesh Agreement EstablishingWigO, Article XII of the WTO Agreement, Apr. 15,

1994.

®Ibid.
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Accession to the WTO involves a considerably manamgex and difficult process than
that for accession to the GATT 19%4The WTO does not give an automatic membership
to all those who wish to become members. In fastate has to pass through a process of
negotiationsprocesses before it is issued with mieeship card on one hahdn the
other hand, it is argued that the guidelines okasion process under Article Xl of the
Marrakesh Agreement are vague and making the aoogsscess demanding and time
consuming. It is also contended that the absenateaf guidelines of accession to the
WTO has been allowing current Member states to sap/NTO+” obligations on

acceding countries, which is more burdensome eslbeon least developing countris.

2.1.2.The Accession process

Accession negotiations are deliberately, one-saftairs, with all of the requests coming
from the existing members and the full burden glusitnent falling on the acceding
country.’

While any state or customs territory having fultanomy in the conduct of its trade
policies may become a member#éccede tal) of the WTO, members must agree on the
terms of accession. This is done through the ashtabéent of a working party of WTO
members and through a process of negotiafidfiee applicant is not entitled to request
tariff services commitments from the existing mersldue to Accession negotiations are
deliberately one-sided affairs. WTO Article Xl ants predecessor, GATT Article
XXXIII, establish a framework within which accessimegotiations are conduct&d.
Accession, will be recognized as a difficult andnpticated process, which may be
lengthy, requiring high-level preparations and do@ation among government agencies
and a broad political consensus in order to effetti pursue and defend national
interests. It will also require tough negotiatiomsth major WTO members. Such

negotiations involve strategic and long-term issudsch could affect the trade and

® Victor Ognivtsev, Eila Jounela,* Xiaobing Tang®01,Accession to the WTO: The process and selected
issuesUnited Nations Conference on Trade and Develop/Nemt York and Geneva, 2001, p.116.
"Marrakesh Agreement Establishing the WTO, the WAb@emerfpr. 15, 1994, p.9.

8Hussein Ahmed Tursypra note 3, p.4.

°Craig Van Grasstek, supra note 1, p.126.

%provisions of the Marrakesh Agreement EstabliskiiegW TOArticle XII supra note 4.

1 Craig Van Grasstek, supra note 1, p.126.
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development policies of countries concerned forrgyea comeé?Membership in the
WTO allows countries to design their developmerdtsgies and trade policies in a more
predictable and stable trading environment. Acoest the WTO must be seen not as an
end in itself but as a key element in the pursditnational development policy
objectives™®

There are two stages in an accession negotiationfiist is a discovery process in which
the applicant country first describes its foreigade memorandum of economic and trade
regime in a detailed and must then respond to taeynguestions that are posed by the
existing WTO members. The second stage is a néigotithat has two components. It is
partly a multilateral process in which the WTO memdhip collectively negotiates with
the applicant country over multiple issues. Thexaalso a bilateral component to the
negotiations, in which individual WTO members néafet with the applicantover very
specific market access commitments on tariff rbegoods and commitments on trade
in services.

The end result of the process is two documents.i®aerery short protocol of accession
document and the second is more substantive doduwmieich is the report of the

working party, in which far lengthier and very did document?

Accession to the WTO has been driven by differemtives in different countries.
Moreover, expectations about the benefits of WTOnlmership and the price one would
be willing to “pay” to join the organization als@rred accordingly. Joining the WTO is
not only about improving the efficiency of tradelipes, but also about embracing
certain economic and political ideas that were tped in the aftermath of World War
II, and that affect the society as whole.Therefdres difficult to judge of the fairness of
conditions attached to accession: each member tendave its own interpretation and
understanding of the “spirit and letter” of theesi- and therefore request, in good faith,

different commitments from acceding countries. Aseault, the main challenge for

12 Ognivtsev, Eila Jounela,* Xiaobing Tang*,suprae6t

Ibid.
“See, Provision of Marrakesh Agreement EstablistiregWTO, Article 1X:3 of the WTO Agreement
Apr. 15, 1994. Article IX:3 of the WTO Agreementopides that an exceptional circumstances, the
Ministerial Conference may decide to waive an ddtlign imposed on a Member by this Agreement or any
of the Multilateral Trade Agreements.” Waivers nfegygranted by consensus, but can also be securad by
three-quarters vote.
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candidate countries is to find a path to accessiwough this maze of cumulative
requests’

In today's globalization, joining the WTO, which responsible for overseeing the
implementation of the various multilateral tradeesggnents and their dispute-settlement
mechanisms ,and rules- based multilateral tradystes is considered by many to be an
effective lever to promote trade liberalization asubstantive regulatory reform which
arise from a range of economic, legal, and palitissues that the policy-makers of
countries aspiring to join the WTO seek to promatenore predictable access to the
world market for their export products, and theigeto attract more Foreign Direct
Investment (FDI) using, as it were. WTO membersispa seal of approval, which is
recognized by the international business commufiity. the legal context, accession to
the WTO accords the legal advantages of accessiotgstbased system and benefiting
from the WTO's dispute-settlement process.

To sum up, WTO membership is considered instrunhentdacilitating political and
economic reform measures in the acceding couritiéesording to Art. Xl of the WTO
Agreement, duration of WTO accession negotiatiotesding country was varied: if we
observe from 1996-2014the shortest accession migoti was that of the Kyrgyz
Republic, lasting 2 years and 10 months, andthengdst have been with the Russian
Federation, which lasted 19 years and two monthesn Ehat last example may not set the
record, for the negotiations over the accessioflgéria had, as of 2014, been underway
for a quarter of a century and showed no sign dirensoon.**What accounts for the
lengthening negotiations? There is only a vaguaticgiship between the economic
magnitude of an accession and the amount of timieitthtakes to complete. Whereas the
accessions of large economies such as China @aBsiryears and 5 months), the Russian
Federation and the Kingdom of Saudi Arabia havenlsaong the lengthiest, the same
may be said for those with Nepal, Samoa and Vanuaéhe length of accession

negotiations are determined by at least three ffaictbe extent of the accommodations

®Qlivier Cattaneo, Carlos A. Primo Braga, 2009, Ftling You Always Wanted to Knowabout WTO
Accession (But Were Afraid to Ask), Policy Resealttorking Paper5116, November 2009,
p.29.
16 Ethiopian Chamber of Commerce and Sectoral Asonis supra note Dp.86-87.
17 i
Ibid.
1 Craig Van Grasstek, supra note 1, p.128.
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that a country may need to make in order to meeOV¢Tandards, the severity of the
demands that are made on it by the incumbent mesnbed the vigor with which it

bargains over these matters with the WTO memberShip
2.2 Strategies for Successful Accession

As part of the preparations for accession, a cgusiiould pay due attention among
others, to the following consideratioff§irst, it needs to have a clear political
commitment. Political will and commitment are arsaloite requirement for smooth and
successful accession. Without a clear governmeminutment to market reforms, WTO
membership will not be obtained and the procesklikély result in frustrations rather

than benefits. A strong commitment may create addasis for ensuring that policies
and reforms undertaken by the government are cohemsth WTO rules and

requirement$’

Secondly]t should clearly define its economic and inteignaistrategies and policies and
their compliance with WTO principle§;hirdly, in its bilateral negotiations with WTO
Member States on market access, the long-termestgeiof the country should not be
unduly compromisediourthly, special attention should be given to the contionaof

the process related to the development of relelagislation in the country after
accessiont_astly, it should clearly define the requirements fohtgcal assistance during

the accession process and the post accession ieptetion period?

Adjustment to WTO accession requirements is alwagsurce of economic, social and
political stress, because it directly affects petgpincome and conditions of living. It
also reaches far beyond the economic sphere: allfiactors, for example, can

profoundly affect a country’s ability to make (omplement) certain accession

19 i
Ibid
%0 H.E. Sok Siphana,2009, Background Note: CamboHigeriences In The WTO Accession Progess
I2_1DCs Round Table On WTO AccessiBaptember 2009,P.3,
Ibid,
“bid.
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commitments. In some cases, exceptions can be caweof the accession protocol;
otherwise, the accession could be delayed or déhied

The WTO does not have a standard procedure fossicee even though Article Xll of
the WTO Agreements provides a broad outline of riles of accessiofiThere is a

general concern that the process is too burdensachenerous for acceding countrfés.

Although this provides a degree of flexibility, tleeck of a clear accession procedure has
proven problematic for many countries. This indica clash between the expected
benefits and the challenges facing developing cmmin taking full advantage of the
provisions of WTO legal instruments and the WTOtesysas a whole?®*Whereas any
breach of the obligations of membership is bountddollowed by heavy financial and
social costs, the rights and benefits of WTO mesitipr are vague, long-term, and
contingent on competitiveness. The power to exertis rights of WTO member-ship is
also contingent upon the availability of financéd human resources and the economic

influence of a countr§’

2.3The Scope of WTO Rule on Accession

The WTO deals with the global rules of trade betweation® based on provisions of
Article 1l the Marrakesh Agreement Establishing\WhEO.2°Actively commended as a
rule based organization, the WTO supervises thdemgntation of these a number of
multilateral agreements, to mention a few: the &grent Establishing the WTO, the
GATT, the GATS, the Agreement on Trade-RelatedIedtaual Property Rights (TRIPS),

the Agreement on Trade-Related Investment Meas(f&Ms) and the Dispute

Settlement Understanding (DSU). Any acceding sigllebe required to commit itself to

all the multilateral agreements administered urttier WTO, all in one scope of the

WTO. These agreements are thus referred to formt wthas known as ‘single

> Craig Van Grasstek, supra note 1, p.131.

24 Ethiopian Chamber of Commerce and Sectoral Assongsupra note 2, p.101.

%1d,pp.86-87.

%d, p.101.

2d, p.102.

B\WTO, 2014, WTO Disclaime®014,p.2..

provisions of Article 11, 1994, of the Marrakesh régment Establishing the WTOApr. 15, 1994pp.9-
10.
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undertakings’ package that allows no room for picid choosé&’0f the scope of the
WTO this study considers the General Agreementradd in Services (GATS) rules and
based on the rules the acceding countries practices
2.4.The WTO Rules on Accession and Liberalization in Geeral
2.4.1. What is Liberalization?
Liberalization (or liberalisation) refers to a relaxation of previous government
restrictions, usually in such areas of social, timall and economic policyn the some
way the meaning of liberalization refers to remoealoosen restriction on (something
typically an economic or political system).Liberaiion is broadly defined as giving
greater role and more freedom to markéts.
2.4.2. The WTO Rules on Accession and Liberalization
One ofthe WTO basic principles on Accession in ises/ is Progressive
liberalizatiomrticle XIX(1) through further negotiatiofs The Provisions of Article XIX
of the Marrakesh Agreement establishing the WTQyaigprogressive liberalization as
follows:
Article XIXNegotiation of Specific Commitments
1. In pursuance of the objectives of this Agreembfembers shall enter into successive
roundsof negotiations, beginning not later tharefixears from the date of entry into force of
the WTOAgreement and periodically thereafter, vatlview to achieving a progressively
higher level ofLiberalization. Such negotiationsaléhbe directed to the reduction or
elimination of the adverse effects on trade in isey of measures as a means of providing
effective market access. This process shall takeeplvith a view to promoting the interests
of all participants on a mutually advantageous baend to securing an overall balance of
rights and obligations.
2. The process of liberalization shall take place wdtie respect for national policy objectives

and the level of development of individual Membkash overall and in individual sectors.

30 Abebe Abebayehu Chek@009 Accession to the WTO: Brightening the Prospectiitraction of
Investment? A Least-Developed Country’'s Perspectivéversity of Dundee ,Scotland, Jun 1, 2009, p.3.
www.dundee.ac.uk/cepmlp/.../index.php/hiversity of Dundee

#Article 11(2),supranote 29.

%2Samuel Adams1* and John Agbemade2, 2012, Finalitvéshlization and banking sector performance in
GhanaAfrican Journal of Business Managen\éit 6(47),, 28 November, 2012,p.11598.

Available online at http://www.academicjournalsg/AJBM

% Understanding the WTO, 2011, The WTO AgreemeEiith edition ,July 2011P.33.
www.wto.org/.../thewto e/.../utw_cHape.pdf
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There shall be appropriate flexibility for individudeveloping country Members for opening
fewer sectors, liberalizing fewer types of trangawt, progressively extending market access
in line with their development situation and, whmaking access to their markets available
to foreign service suppliers, attaching to such emsc conditions aimed at achieving the
objectives referred to in Article IV.

3. For each round, negotiating guidelines and procedurshall be established. For the
purposesof establishing such guidelines, the CodmciTrade in Services shall carry out an
assessment of trade in services in overall ternts@ana sectoral basis with reference to the
objectives of this Agreement, including those getroparagraph 1 of Article IV. Negotiating
guidelines shall establish modalities for the treant of liberalization undertaken
autonomously by Members since previous negotigtiamsvell as for the special treatment
for least-developed country Members under the giors of paragraph 3 of Article IV.

4. The process of progressive liberalization shall dsb/anced in each such round through
bilateral, plurilateral or multilateral negotiatios directed towards increasing the general
level of specific commitments undertaken by Memingder this Agreemeﬁf‘

The rule of the Organization strives to create lggml ground rules for global trade

among member states to foster international trate. WTO’s founding and guiding

principles remain the pursuit of open borders, ¢uarantee of most-favored-nation
principle and non-discriminatory treatment by antbag members, and a commitment to
transparency in the conduct of its activifieand more beneficial for less developed
countries giving them more time to adjust, greatdexibility, and special
privileges®**These fundamental principles are: Trade without cridisination;

Predictability; Freer trade, gradually and throughegotiations; and Fair

competition®*'The result is assuranteand is also a more prosperous, peaceful and

accountable economic worfd.

*Provisions ofArticle XIX,1994, of the Marrakesh Agreement Establishing tHEONApr. 15, 1994,
pp298-299
35Kiya Tsegaye, 2013, Ethiopia’s accession to the \Mfi@vitable revision of laws and procedures,Affica
Law & Order, April 22, 2013,p.1.

% Understanding the WTO,201Written and published by the World Trade Organ@atinformation and
External Relations Divisig@011 ,Fifth edition,p.10.
http://www.wto.org,
37 Ethiopian Chamber of Commerce and Sectoral Assonis supra note2, p .5.
3BWTO, 2009, The Multilateral Trading System—PastsEnt and Future, WTO Publications, downloadable
ggom the WTO website2009, p.4. http://www.wto.org.

Ibid.
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Note that there are no WTO definition of ‘developettieveloping’ and ‘least
developing’ countries: WTO members announce theraseldeveloped’, 'developing’
and ‘least developing’ countries for purpose of éipglication of the WTO agreeméfit.
For this study | want to address issue of LDCs.

2.4.3. The WTO Rules on Accession and LDCs Liberalization
The LDCs category was established in 1971 by thead special group of developing
countries characterized by a low income level arductural impediments to
growth*According to the 2002 LDC accession guidelines, cwhis long, exceed
capacities of LDCs and other developing countries @ostly complained by countries
that joined the organization in early ye&fEhe WTO members committed themselves in
paragraph 42 of the Doha Ministerial DeclaratioDQ®) to” facilitate and accelerate” the
accession process of LDCs which were approved dggneral council decision in 20852
,on one hand, and on the other hand, WTO membhedl ‘tske into account the serious
difficulty of acceding LDCs in undertaking commitnis, in view of their special
economic situatiolf, human resources and technical capabifitiesd their individual

development, financial and trade need8.”

Not only WTO member countries have committed ancted) to facilitate and simplify
the accession process for LDCs, they have alsedgrelook into other issues such as
market access and technical assistdfbeerefore, “there shall be flexibility for acceding
LDCs for opening fewer sectors, liberalizing fewgpes of transactions, and

progressively extending market access in line witlheir development

40 James R.Barth, Juan A.Marchetti Daniel E.Nole, nViflaole Sawangngaenyuang,2010, WTO
commitment Vs Reported practice of foreign bankyeahd regulation, Across country Analysis, Oxford
University press2010, p.435

“*I The least-developed countries and the WTO, MoBuAecessed on line TD-M5-Enot dated), p.1

“2 An Analysis of The WTO Accession Guidelines forase Developed Countriegnformation Note
November 2012, P.1Source: www.wto.org

43 Steffen Gramming, The World Trade Organization @TAccession process: Explanations and
Reflections, Fact sheet on Trade and Developntgsmheva ,May2009,p-1

“An Analysis of The WTO Accession Guidelines for L§Q012,Information nofdNovember 2012,P.10.
.Sourcewww.wto.org

**Ratnakar Adhikari and N.avin Dahal, 2008, LDCs’ Assion to the WTO: Learning from the Cases of
Nepal, Cambodia and Vanuatu, South Asia Watch @adf,r Economics & Environment (SAWTEE),
Kathmandu, Nepal, 2008,P.3. www.un-ngls.org/orf/ SAYE.doc

6 An Analysis of the WTO Accession Guidelines fomseDeveloped Countries, supra note 86.
“’'Ratnakar Adhikari and Navin Dahaupra note 46.
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situation*®Acceding LDCs shall not be expected to offer fuitional treatmefit, or
undertake commitments in services sectors and ecttors beyond those that have been
committed by existihg WTO LDC Members? expected to undertake additional
commitments under Article XVIIl of GATS! But, commitments from acceding LDCs
may vary depending on each country’s particulacuiistances. Therefore, each
acceding LDC shall identify its priority service ctgrs and sub-sectors and make
reasonable offers commensurate with its specifi@son and capacities. Because, Some
LDC delegates have criticized the lack of detaihia services guidelinés.

Likewise, there is also information note providesshort analysis of the accession
benchmarks for LDCs adopted by the WTO General €Cibahthe end of July 2012 with
the aim to further strengthen, streamline, and atpmralize the 2002 LDC accession
guideline. It focuses on benchmarks establishedgfwds as the most concrete and
measurable outcome of the decision, as well aseweviaspects related to services,
special and differential treatment, transparenayd gechnical assistanée.The 2002
accession guidelines note, LDCs have long compiiaiihat WTO members routinely ask
them to take on commitments beyond their capacitiesng the bidding process. These
commitments also tend to exceed those required fi®s and other developing
countries that joined the organization in its eamars. This realitywas the rationale for
strengthening the 2002 accession guidelines deciSidherefore, LDCs are granted
special recognition in the WTO, and enjoy spedetibilities in the implementation of
WTO Agreements, including through Special and Ddfgial Treatment (S&D)

Provisions?”

“8 An Analysis of The WTO Accession Guidelines fomseDeveloped Countries, supra note 45.
“9provisions of Article XVIII of the Marrakesh Agreemt Establishing the WTO),Apr. 15, 1994,
pp298SeeArticle XVIII Additional Commitment#lembers may negotiate commitments with respect to
measures affecting trade in services notsubjestiteduling under Articles XVI(Market access) or
XVIl(National treatment), including those regardiggalifications, standardsor licensing matters.hSuc
commitments shall be inscribed in a Member's Scleedu

0 An Analysis of The WTO Accession Guidelines foakeDeveloped Countries supra note 45.
*Iprovisions of Article XVIII of the Marrakesh Agreemt supra note 50.

2 An Analysis of The WTO Accession Guidelines foakeDeveloped Countries, supra note 45.
4d, P.1.

*1d, P.10

>The least-developed countries and the WTO. Supe4i p.3.
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S&D treatment provisions can generally be classefive main groups: provisions
aimed at increasing trade opportunities throughketaaccess; provisions requiring WTO
Members to safeguard the interest of developingcs; provisions allowing flexibility
to developing countries in rules and disciplineseyoing trade measures; provisions
allowing longer transitional periods to developowuntries; and provisions for technical
assistancé®Therefore, the WTO Committee on Trade and Developnessisted by a
Sub- Committee on Least-Developed Countries, lagkdeveloping countries’ special
needs. Its responsibility includes implementatioh the agreements, technical
cooperation, and the increased participation otligimng countries in the global trading

system’

2.4.4. The General Agreement on Trade in Services (GATS)

Actively commended as a rule based organizatiore WWTO supervises the
implementation of a number of multilateral agreetegmamong these agreements; the
GATSis one of it® The GATS represents a first step toward the liron of
international trade in services, which is the emtryoreign services and foreign-services
providers into a country’As stated in its Preamble, the GATS is intendecbtutribute to
trade expansion "under conditions of transparemclypogressive liberalization and as a
means of promoting the economic growth of all tngdpartners and the development of
developing countries". Trade expansion is thus se®n as an end in itself, as some

critical voices argue, but as an instrument to miengrowth and developme?'t.

The main objective of GATS is to increasing intéior@al trade in services by removing
unnecessary restrictions and internal governmenilagon that are barriers to trade in
the sectdt'and to facilitate progressively higher level ofelifilization of trade in service,

including financial services, between member caoestthrough members ‘participation

*Ibid.

>’ WTO, supra note 3%.6.

%8 Abebe Abebayehu Chekaupra not 30.

59Ethiopian Chamber of Commerce and Sectoral Assonmtsupra note 2, p .7.

OWTO, The General Agreemeoh Trade in Service2013, WTO Trade In Services Divisigh January
2013,p.2

®1addis Ababa Chamber of Commerce and Sectoral Aasoni,Review of the Legal and Institutional
Framework for Market Competition in Ethiopia, Pte&ector Developme209,pp.11-12.

Email: psdhub@addischamber.com
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in periodic round of multilateral negation focusiog the elimination of barriers to trade
among all member€0ne of the primary obligations of WTO membershipfds the
acceding country to harmonize its national lawsgulations, and administrative
procedures with WTO Agreements. This requires fthifiding commitments and
progressively liberalizing the services sector as@ATS commitment&But, the GATS
are structurally more complex than the GATT becauswolves a more complicated set
of modes and limitation¥. Among the most conspicuous differences are thetende of
four modes of supply and of two negotiable paramsetmarket access and national
treatment, determining the conditions of marketryer@nd participation. Members to
accommodate sector- or mode-specific constrairgg thay encounter in the scheduling
process and to progressively liberalize their s®witrade in line with their national
policy objectives and levels of development. Comipyecan thus be viewed, in part, as a
precondition for effectiveness and flexibility WTi@embers’ Obligations in GATS: In

so doing, GATS has three layers of obligatf8ns

The first layer of obligation, consist of a framework agream which contains a
comprehensive general accord governing all possibteice sectoPéexcept only in two
areas are not covered by GATS: air transport aedvises supplied in the exercise of
governmental authority>®This first general rules obligation consists thisidball WTO
members regardless of whether they are agreeddertake market access commitment
for a particular sectdfand then there is a set of sector-specific comnmitsne¢hat
determine the extent of liberalization undertaken ibdividual countries. The most
important of the general rules are transparencyta@dFN principle. The transparency
requires that all measures of general applicatitecting trade in services be published

by a Member, and that other Members be informedsighificant changes in trade

2James R.Barth, Juan A.Marchetti, Daniel E.Nole, Wifanle Sawangngaenyuang, supra note 41, p.432
63Ethiopian Chamberof Commerce and Sectoral Associgtisupra note 2,p.101.

o4 Craig Van Grasstek, supra note 1, p.131.

%S WTO the General Agreement on Trade in Servicesttnduction, supra note 102 ,p.14

® James R.Barth, Juan A.Marchetti, Daniel E.Nole, Vitanle Sawangngaenyuang, supra note 41, p.431.
%7 See GATS Part Il Gener@bligations and Disciplines.

®®Article 1.3 GATS.

®James R.Barth, Juan A.Marchetti, Daniel E.Nole, Vitanle Sawangngaenyuang,supra note 41, pp.431-
463.
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policy’® The MFN, which makes it mandatory for all WTO mearsto treat services and
service suppliers of any other WTO member no lessorhble than it treat similar
services and service suppliers of any other countinat is the MFN principle impose
obligation not to discriminate among foreign seesiand service suppliefs.

The MFEN principle applies across all sectors arddM@mbers. However, under the
Annex on Article Il Exemptions, there is a possibifor Members, at the time of entry
into force of the Agreement (or date of accessitmgeek exemptions not exceeding a
period of ten years in principle. Some 90 Membensently maintain such exemptions,
which are mostly intended to cover trade preferenoe a sectoral or modal basis
between two or more Members. The Annex on Artidcl&Exemptions provides for a
review of all existing measures that had been gdhfdr periods of more than five years.
The review is intended to examine whether the dand that led to the creation of the
exemptions still prevail. Three reviews have beemdacted thus far, and the fourth one
will be launched no later than the end of 2016.

The secondlayer of obligation, consist of special sector ammseand other agreements,
such as thé&nderstanding on FinancialServigesontain provisions focusing specifically
on the sector concernédl.The specific commitments on market access andbmmiti
treatment are the core of the GATS, and the impatite Agreement depends to a large
extent on the commitments made by Memb&iSo, the second layer obligation consist
of the specific commitments by members on markeesx and national treatment to
services and service suppliers of any other WTO beeriVTO members are free to
choose which financial service will be subject tarket access and national treatment to

services and service suppliers of any other WTO bsmMembers are permitted to

"Peter John WilliamsA Handbook on Accession to the WTWorld Trade Review,Cambridge University
Press / Volume 7 / Issue 04 / October 2008, p&p://journals.cambridge.org/WTR

*James R.Barth, Juan A.Marchetti, Daniel E.Nole, Vitanle Sawangngaenyuang,supra note 41, pp.431-
463

"ANTO the General Agreement on Trade in Serviceszsnpte102, pp.6-7.

3The list of annexes include; Annex on Article lldmmptionsof the GATS, Annex on Financial
Services and Second Annex on Financial Services.

"peter John Williamssupra note 70.
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quality or impose limitation on their market accessid national treatment

commitments?

Thethird layer of obligation consists of the existencemédafic scheduled commitments
on market access, national treatment and other dmnemts®which apply to sectors
listed in a WTO member’s schedule of commitmenisTinclude the notification of new
measures that have a significant impact, on tradsector concerned the reasonable
,objective, and impartial administration of measuie general application on the
advance of restrictions and eventually, on capitahsactiod/GATS Sector-specific
commitment contains a clear definition of the sectmbsector or activity that is the
subject of the specific commitméfitprevents Members from discriminating between
their trading partnerSMembers are free, subject to the results of thejotiations with
other participants, to identify which sectors, sdisrs or activities they will list in their
schedules, and it is only to these that the comerits apply. It will be seen that
committed sectors are sometimes very broad, asanking and other financial services”

and sometimes very narrow, as in “noise abatenewices”.*°

Like any other trade agreement, this third layerobfigation of the GATS contains
exception or flexible provisions which allow WTO mbers to depart from their
obligations or commitments under the agreementeity gpecific circumstance .One of
this exception —type provision is the so calledufential carve- out”; which allow WTO
members to take measures for prudential reasomtuding for the protection of
investors, and policy holders ,and for preservhimgintegrity and stability of the financial

system. Members do not need to inscribe such excefdr prudential reasons in their

®James R.Barth, Juan A.Marchetti, Daniel E.Nole, Vitanle Sawangngaenyuang,supra note 41, pp.431-
463.

5See GATS Art XX, Schedules of Specific Commitmettd=ach Member shall set out in a schedule
the specific commitments it undertakes under Plaof kthis Agreement.

" James R.Barth, Juan A.Marchetti, Daniel E.NolenVifaole Sawangngaenyuang,supra note 41 ,
pp.431-463

BWTO, Services: Schedules, Guide To Reading The G8dt&dules Of Specific Commitments And The
List Of Article Il (MFN) Exemptions,p.4

®Kern Alexander, 2003, The World Trade Organizatiod Financial Stability: The Balance between
Liberalisation and Regulation in the GATS, Cambedéniversity Endowment for Research in Fingnce
2003, p.4.

8 WTO, Services: Schedules, supra note 79.

24



national schedules commitment .However, such meamar not to be used as a means of
avoiding a country’s commitment or obligation un@exTS5!

The flexible institutional design of the GAT all sdlows WTO member to adopt
liberalization commitments that fit their particul&conomic circumstances while
maintaining adequate domestic regulatory controts @ovides states wide discretion to
depart from their specific market access and natitreatment commitments if they are
doing so for a prudential reasth.

2.4.5. GATS Framework for Liberalization of Banking Sector
As we discussed above, the principal aim of the GATthe area of financial service is
to encourage greater openness among WTO membetriesuthrough Progressive
liberalization, which applicable on acceding mersbeto the provision of financial
service for foreign entities. A particular signditt area of coverage for financial services

agreement is member countries’ banking se&fors.

Banking sector is one of the financial services@scthat plays a critical role in any
modern economy. The bundle of institution that magean economy’s financial system
can be seen as “the brain of the economy”, progidie bulk of the economy’s need for
many function&including: facilitating transactions (exchange obds and services) in

the economy; mobilizing savings (for which the etglwould otherwise be much more
limited); allocating capital funds (notably to fimee productive investment); monitoring
managers (so that the funds allocated will be spsrgnvisaged); and transforming risk
(reducing it through aggregation and enabling ibécarried by those more willing to

bear it

The GATS agreement comprises of general princigtes obligations in regulating the

conduct of trade in services sector and annexdmdaaith rules for specific sectors. It

81 James R.Barth, Juan A.Marchetti, Daniel E.NolenWraole Sawangngaenyuang,supra note 41, pp.431-
463.
#Kern Alexander, supra note 79.
8provisions of Article XII of the Marrakesh Agreentétstablishing the WTO,Apr. 15, 1994 pp.298-
299.
8 James R.Barth, Juan A.Marchetti, Daniel E.NolenWfaole Sawangngaenyuang,supra note 41, p.431.
8 WT0,2009 Financial services,Services: Sector By Setttmrkshop to mark the tenth anniversary of the
Fifth Protocol to the GATS31 March 2009,p.1.
86y 1.:

Ibid.
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is supported by a number of specific commitmentstae lists of exemptions from MFN
treatment, which countries do make in their schesfliThe GATS fundamental
principles which deal with discriminatory barries$ trade in financial service are the
MFN and Transparency. The GATS MFN rule requireghe&ountry to accord
immediately and unconditionally one and the saraattent to all financial services or
financial service providers of all member countreghout discriminatiof*The GATS
transparency framework authorizes countries toipllalll actions pertaining or affecting
the operation of the GATS agreements in relatiolib&ralization of financial servic®.
The GATS framework for liberalization of bankingcsa as well entails specific
obligation negotiated by parties with regard totiorel treatment (NT) and market
access. The NT principle of GATS requires each ne¥ndbate to accord to foreign
financial service or service supplier’s treatmenhot less favorable than the treatment it
accords to its own financial services and finansivice supplier® NT, treatment not
less favorable than financial services and findrssavice suppliers owned by receiving
states, in accordance with GATS framework contehdth de jure and de facto

treatment?

Besides, the GATS framework aims to create maxinmampetitive opportunities in
banking market$? Within GATS framework; there exists an exception ¢ountries to
depart from the obligation of GATS framework forugential reasons. For example,
countries may infringe GATS framework for the paien of investors, depositors,

policy holders and for preserving the integrity atability of the financial syster. It

87 Art. XVI, Art. XVII of GATS. See also Arts. 1 ani, of Annex on Financial Services, WTO Agreement;
Second Annex on Financial Services, WTO Agreement.

8 Art. Il of GATS.

89 Art. 11l (1) of GATS.

% Art. XVII (1) of GATS.

%L Art. XVII (2) of GATS.

*’Tadele Geremew, 2013, The possible Benefit and &igkhiopian making Multilateral Liberalization
Commitments in its Financial Services Sector, Joit¥l In Law and Developmentl5 February 2013,
p.16.University of Warwick and Mekele University.

% See, Art. 2 (a) of the Annex on Financial Servjo®3 O Agreement; Second Annex on Financial
Services, WTO

Agreement.
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may also be allowed to introduce regulation ofragerary nature in the events of serious

balance-of-payments and external financial diffiesl or the threat theredf.

Generally, securing unlimited liberalization fornkéng sector is, thus, not the aim of
GATS framework® Quite in the contrary, GATS framework is targeiedorder to
eliminate adverse discriminatory measures agairstkihg market accesS. This
suggests that, the GATS framework provides a seflefible rules to introduce
prudential domestic regulations in their bankingtse liberalization process based on
their unique needéthat fit their particular economic circumstancesimtaining adequate
domestic regulatory controls and provides statedewdiscretion to depart from their
specific market access and national treatment camenits if they are doing so for a
prudential reasoff However, this may not be used as a means of evdsi;m GATS

framework with regard to liberalization of bankisector>®

2.5. Conclusion

Accession to the WTO is a prolonged, multi-stageé emmplex process. Essentially, the
way to become a WTO member is through accessioneions to be agreed” between the
acceding country or customs territory and other Wii€mbers. Accession to the WTO is
not an end by itself but it's a key element foregpp@ip national development objectives
directly or indirectly. Securing unlimited liberadition for financial service is, thus, the
aim of GATS framework. Quite in the contrary, GATr8mework is targeted in order to
eliminate adverse discriminatory measures agaim&néial market access. GATS
Sector-specific commitment allow acceding LDCs dogt framework for Liberalization

of Banking Sector commitments that fit with its rgi@lar economic circumstances
maintaining adequate domestic regulatory controts @ovides states wide discretion to
depart from its specific market access and natiteatment commitments if that country

is doing so for a prudential reason. Acceding LB8all not be expected to offer full

% Art. XII of GATS.
% Tadele Geremew supra note 92.
96 |}.:
Ibid.
7 Art. XIX (2) of GATS; at the same time the preambF GATS framework allow Countries, right to
introduce new regulation as exception, in ordent®t their domestic policy need. .
%®Kern Alexander, supra note 79.
9 Art. VI (2 and 4) of GATS.
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national treatment, nor are they expected to uallertdditional commitments under
Article XVIII of GATS. But, commitments from accedj LDCs may vary depending on
each country’s particular circumstances. Therefeaeh acceding LDC shall identify its
priority service sectors and sub-sectors and makeonable offers commensurate with
its specific situation and capacities. This suggésat, the GATS framework provides a

set of flexible rules for banking sector liberatipa process for Ethiopia.
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CHAPTER THREE

THE WTO ACCESSION AND BANKING LIBERALIZATION
EXPERIENCES

3.1. The WTO Accession Experience
3.1.1. The WTO Accession

As we have discussedder unit 2.3.1.accession would mean a commitment to open one'‘s
economy to external competition and to benefit frarmultilateral trading systeémand it has
been one of the most active areas of negotiatiathanNVTO periodThe WTO is open to
states or customs territories with full autonomgiotheir external commercial relatiohs.
“Any state or customs territory having full autonpin the conduct of its trade policies
may become a member (“accede to”) the WTO, budlD members must agree on the
terms. To join the WTO, a government has to brisggconomic and trade policies in line
with WTO rules and principles and through the dgthiment of a working party of WTO
members negotiate with interested, individual trading pars on guaranteed minimum

levels of access to their domestic markets for gaot! services.

Accessioncan take many years to become a WTO member bedatsguires the full
support and consensus of the existing membership.l8hgth of accession negotiations
are determined by at least three factors: the extfetihe accommodations that a country
may need to make in order to meet WTO standardssttictness of the demands that are
made on it by the incumbent members, and the dtremigh which it bargains over these
matters with the WTO membersHidowever, the accession process is designed to

ensure that new members are able to participakg ifulthe multilateral trading system

Ethiopian Chamber of Commerce and Sectoral Assonimt How to Optimize Advantages of Accession
to the WTO and Measures to be Taken to Meet P@s€ibhllenges,A Review of Ethiopian Economy and
WTO Accession ,(Not Dated ), p.3.www.ethiopian chamber.com/how-to-optimize-advantage-of-
accession-to-WTO

2 Craig Van Grasstek, 20T3)e History and the Futre of the W;M@TO online bookshop publications
2013, p.121.

http:onlinebookshop.wto.org

SWTO, 2014, Annual Repor2014,p.19. www.wto.org/ministerial

* Marrakesh Agreement Establishing the WTO, Apr.1804, 1867 U.N.T.S. 154, 33 1167 (1994)

®WTO, supra note 3.

®Craig Van Grasstek, supra note 2.
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from the outsefAccession mechanisms /liberalization and reformetmade it easy for
companies from any member country, to enter acdess country with huge capital
investment, skills, knowledge, capability and exigerto take major market shares from

local companie$.

Accession of developing and LDCs to the WTO ha®beran important issue, as many
developing countries perceive accession as a naingegrating them-selves with the
multilateral trading system. Accession has als@bexa development issue because only
developing countries and LDCs, in the main, renaitside the WTO. In general you
can see summary of the WTO accession proceduriyg ieas (annex-8).

3.1.2. The WTO Accession Experience

WTO agreemerit recognized two ways of membership. The first mawstiip is
commonly known as “original members”. Original mesrdbare contracting parties of the
old GATT (1947) which was opened for limited per@mtcthe establishment of WTO. The
second membership is “Membership by Accession” the. process of new applicant

becoming a member through terms of negotiation wiijinal members?

Accessionexperience shows that there are two katpriathat must be well established
by the acceding country before commencement ofiteession process. The first is to
have a clear understanding of the WTO and the aimegprocess itself-'The other
element is to have a clear understanding and ajpgimt of the objectives to join the
WTO. This will be the foundation that will set tdeection, commitment and dedication
to the proces¥Because, the accession process requires patiedcaraerstanding as

well as the technical support of the internatiotmhmunity-> Moreover, the ambiguity

"WTO, supra note 3.

8 United Nations Conference On Trade and Developn2€ftl, Challenges and Opportunities Arising
FromSamoa'#\ccession to the WTO,Technical Cooperation Project, October 2001, Apia,
Samoa,p.49.

° Since Marrakesh Agreement Establishing the Worliti& Organization is not only cover WTO
institutional set up but also all Uruguay Round égynents attached as Annexes, for the purposesof thi
article it will be referred as WTO agreement.

OWTO agreement article XII.

1 DCs Roundtable on WTO Accession, 2012, “Best Reastin the WTO Accession Procgsg9 May —
1 June 2012, Beijing, China,p.1.

21d,p.2.

13 Adhikari, Ratnakar 2003,“Acceding LDCs Need Faiedtment” in EU-LDC Brief, EU-LDC Network
September 2003), Rotterdam.
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of the accession process, demands the accessioasproery difficult for LDCs and
forced to accept more onerous commitment. Thusagmreason for the inability of
LDCs to enter into the system is the prolonged tiagon process leading to accession —

which results in tiredness of human, administrapaditical and capital of the LDC%

Newly- acceding country could be “forced “to unddée obligations that exceeded those
applying to existing WTO members(often called "W-lus obligations”) while they
acquired less-than full rights within the systertéof called ‘WTO- minus
right').®Indeed, lessons from recently accessed countridgaite that, the WTO
accession process was quit complex and demandsutforpreparation to allow well
informed decisions on trade policy reforms to nibetrequirement of accessith.

Until 26 April 2015 the WTO has comprises 16isembers compared to the 192
member states of the United Natibhand currently govern approximately 97% of all
world trade'®.The opening of national markets to internatiomatée, with justifiable
exceptions or with adequate flexibilities, will @mcage and contribute to sustainable
development, raise people’s welfare, reduce poyemyl foster peace and stabifiy.
Finally, to enhance the ownership of the WTO adoesss well as to support
implementation processes, ensure full representafmrmal and institutionalized
mechanism of acceding countries all stakeholdersthim pre and post accession

proces&'andensuring the international community assist LinGslace??

“bid

15 Melaku Geboye, 2008, Ethiopians Reluctant Movedim dhe WTO:A Preliminary Look at Legal and
Institutional Implications of Accessiodpurnal of Ethiopian law2008, p. 33

%UNDP,2012, Trade Policy Studies on ImplicationsEhiopia’s Integration into Regional and Global
Trading Systems,Summary of Commission Studies UNDP/2012(2012),p2. Available at
http://www.google.com/m?q=Trade%20policy%20studi2e®n%20implications%200f20ethiopia&client
+ms-opera-mini&channel=new.( accessed on 14 Noverdbé4).

" WTO, Seychelles Accession to the WTO, News Ite2i#sApril 2015.

18 Steffen Gramming,2009, The WTO Accession proc&sgilanations and Reflections, Fact sheet on
Trade and Developmertgeneva ,May 2009,p.1.

¥Kiya Tsegaye,2013,Ethiopia’s accession to the WT@evitable revision of laws and procedusdsica,
Law & Order, April 22, 2013,p.1

“ybid

“Ratnakar Adhikaret al2008Ensuring Development-Supportive Accession of LDQkd WTO: Lessons
from Nepal South Asia Watch on TradeEconomics & Environment 2008, p.40. www.un-
ngls.org/orff SAWTEE.doc
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Since 1995 to June 2014 thirty-two countries acdette the WTO and another 23
countries were still seeking to accede at the enthe period (see Annex- 1&3.
Countries acceded to the WTO since 1995 and see&iagcede are categorized in to
three major kinds. The first major category corsisten of the 32 countries that acceded
through the end of June 2014 were formerly parthef Soviet Union, and another ten
either had been or remained non-market economiessé&cond major category consisted
of net oil-exporting countries which accounted fiour of those that acceded and five of
those still acceding(see Annex-%Jhe third major category classified by the United
Nations as least-developed countries (LDCs). Sir885, only seven LDCs have joined
the WTO: Cambodia and Nepal in 2004, Cape Verd20@8, and Samoa, Vanuatu in
201>, Lao People’s Democratic Republic February 20&8d Yemen in June 20%4.

In general, when the WTO was created in 1995, 3C4.[dined the organization. Most
were already members of the General Agreement aiffSTand Trade and entered the
global trade body as part of the Uruguay Round.d&iake then, only seven LDCs have
joined the WTCO®The only Tajikistan was Commonwealth of Independstates and
Georgia member country and not categorized in thaeve three major category(see

Annex-4)°

Currently, there are 23 UN members in various Stagfethe accession process (see
Annex- 5§% among that eight of them have been LDCs memberhe WTO and
negotiating to accedé& The Eight LDCs Date of Working Party Establishmente (see

*’Ratnakar Adhikari and Navin Dahal, 2008,LDCs’ Aies to the WTO: Learning from the Cases of
Nepal, Cambodia and Vanuatu,South Asia Watch ordélrd&conomics & Environment (SAWTEE),
Kathmandu, Nepal, 2008,P8ww.un-ngls.org/orf/SAWTEE.doc.

% Craig Van Grasstek, supra note 2.

#1d,p.136 ,

% An Analysis of the WTO Accession Guidelines for C82012 information notéNovember 2012. P.1.
Source: www.wto.org

ZBWTO, The Organization Members and Observers, N&@&4,p-1. http//www.wto.org/English/news-e
Z"WTO, supra note 3, p.20.

“Bbid

29 Country classification,2014Norld Economic Situation and ProspecEconomies in transitiorf?014
,p.145.

% |isa TooheyBarriers To Universal Membership Of The World Trafeganization, Australian
International Law JournaP013,,P.105
31See WTO, supra note 23,p.22.
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Annex-6Y2and the remaining five such as Eritrea, Kiribatnlia, Timor-Leste - , and
Tuvalu have not yet requested to become meniBers.

3.2.  WTO Accession and Banking Liberalization Experience

3.2.1. The WTO Accession and Banking Liberalization

Financial sector include all insurance and insuganetated services, and all banking and
other financial services (excluding insurant#). this study the author’s main objective
is to studythe WTO Accession and Banking Liberaiora Experience of country accede
to the WTO after 19995. The notion of the WTO Astes and Banking Liberalization
is given various meaning in the different litergum broader sense, the notion of the
WTO Accession and Banking Liberalization essentiaiolves® loosing or removing
government restrictions on foreign banks businegmnding entry, the ownership, the
operation and the establishment of foreign bankswall as those concerning their
branches and restrictions on issuing licenses, dvbalremoved in view of accession to
the WTO?®

Liberalization of LDCs requires Compliance with WTgovisions Art VII of GATS
agreement, S&DT given to LDCs which adopted by W&éneral Council at the end of

22 An Analysis of the WTO Accession Guidelines forC8supra note 25

Ibid.
%Annex 1b,GATSANnnex on Financial ServiceBage 308.
%See Tadele Geremew,2013,The possible Benefit asiddRiEthiopian making Multilateral Liberalization
Commitments in its Financial Services Sector, JoiritM in Law and Development University of
Warwick and Mekelle Universitl5 February 2013,pp.8-9.
The notion of the WTO Accession and Banking Libizedlon is given various meaning in the different
literature. In broader sense, the notion of the WA€ession and Banking Liberalization essentially
involves liberalization of trade in banking sectegpital account liberalization and Liberalizatiofi
domestic banking services. Tfiest refers to liberalization of banking sector, whitleans the removal of
discriminatory regulations that discriminate agtifgreign market entry for foreign banking service
providers by loosing or removing government reitits on foreign banks business regarding entey, th
ownership, the operation and the establishmentreidn banks, as well as those concerning theidires
and restrictions on issuing licenses, would be r&dadn view of accession to the WTO. Téecondrefers
to liberalization of capital account, which regatde free movement of domestic and internationpltah
across borders. It encompasses the eliminationr seaducing government measures on capital and the
tradability of currency. Thehird stand for domestic banking liberalization whichndes measures
directed at deregulation of the domestic bankingtesy Liberalization of domestic banking services
typically involves lifting of restrictions on dontés banking sectors through, privatizing state-owne
financial sectors; freeing interest rates, and arge rates. It in addition accompanies the withdranf
government regulation on the introduction of nemaficial instruments by easing the conditions fer th
participation of firms. Moreover, deregulation imves among other things, the intermediation or
integration of the domestic financial institutiofis.
%Javier Serrado,Banco Sabadell, 2003,China’s Entty The WTO and the Financial Sector,Beijing,
February 2003,p.1
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July 2012 with the aim to further strengthen, stilk@e, and operationalise the 2002
LDC accession guidelin¥. Liberalization had allowed the entry of foreigmmupetitors®

which increase competition between all banks in ¢bentry to; improved services
quality and choices, an expanded banking markeprawed the potential for risk

management and, strengthened the incentive fagrtraticroeconomic manageméht.

So, liberalization requires legislative reform whigs an exercise demanding of
significant time, resources and active engagemétt stakeholdef® to create the stable
context required much to more successful. Thisypposes that banking liberalization
cannot be implemented in a vacuum and that at ithe Ievel, the legal, accounting,
management, and supervisory infra-structure of thenking sector should be
strengthened. It is also important to take noténeffact that banking liberalization may
systematically favor short term projects with frémdded returns at the expense of
projects with strong learning effects. Thus, it Wldobe managed in such a way that it
does not hinder entrepreneurial developrifemrivate sector development, growth, and

economic development strategfés.

Because, liberalizing of the banking sector is ohthe most sensitive issues causes the
problem in the bilateral and multilateral negotag®® Therefore, it is essential that
prerequisites such as; Prudential regulation apérsision of banking systems, adequate
macroeconomic policy and reforms of domestic bagpkirameworks, appears to be
crucially in place for achieving the potential gaf liberalization of banking sectot.

3.2.2. WTO Accession and Banking Liberalization Experience

Financial sector is generally considered braintlfier economy as it engenders financial

innovation and promotes efficiency in the finan@gstem, potentially leading to higher

37 LDCs Roundtable on WTO Accessi@upra note 11p.5.
:z United Nations Conference on Trade and Developsignta note 8.
Id, p.7.
0 LDCs Roundtable on WTO Accessi@upra note 11.
“ISamuel Adams1* and John Agbemade2, 2012, Finalitvéshlization and banking sector performance in
GhanaAfrican Journal of Business Managenwnit 6(47) 28 November, 2012, p.11607.
Available online at http://www.academicjournals /&gBM
“2Olivier Cattaneo, Carlos A. Primo Braga, 20@\yerything You Always Wanted to Knowabout WTO
Accession (But Were Afraid to Ask), Policy Reseavkhrking Paper 5118lovember 2009p.25-26.
3 Justin Yifu Lin,2001, WTO Accession and Finan®&aiform in ChinaCato Journa) Vol. 21, No. 1
(Spring/Summer 2001), p.14.
4 Tadele Geremew supra note 35,p.11.
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economic growtf®However, an uncompetitive market does not refleetttue position

of the market and hence, banking sector liberatinatvill allow countries to reach the
optimal productive frontier. An important charagtéc of the banking liberalization
process for most of the developing world is théuixbf new foreign bank& which have
mostly its own benefit and risk. Banking sector is among the most common service
sectors that require most concern in the coursaefWTO accession process, but it is
not the only oné® Global experience with financial liberalizationshbeen a mix of be
wildering array of experiences. “Several countfese suffered serious banking crises
following the opening of their financial marketsida as formal econometric work shows,
banking crises have generally been good predicforsrrency crises®

Despite banking liberalization and some growth or@recent years, Sub-Saharan Africa
remains generally weak. This raises the questiohatwprecisely was achieved by
banking liberalization? Improving the region’s loate of mobilization has been one of
the policy concerns of adjustment programmed ineggn and World Bank financial-
sector adjustment loans in particular, since the: 1980s>°

Compared to other economies, Sub Sahara Africa StBAncial system is broadly
bank-based and weakly contestable, therefore, gsigrmic bank failures would have

serious contagious repercussions in these econdhies

Ethiopia’s in the process of accession to the Wli@@e January 2003 is not an end by
itself but it's a key element for speed up natiodalelopment objectives directly or
indirectly. The WTO accession process is quit caxphnd demands thorough

preparation to allow well informed decisions ond&apolicy reforms to meet the

*Jennifer Moyo§; Boaz Nandwa; Jacob Oduor§ and Anti&impasa, 2014, Financial Sector Reforms,
Competition And Banking System Stability In Sub-8ahAfrica,Paper To Be Presented At The
IMF/DFID Conference OrfMacroeconomic Challenged Facing Low-Income Coussi
International MonetaryFund, Washington DC, January 30 — 31, 2014,p.1

“°Samuel Adams1* and John Agbemade2, supra note #1598.

*" Tadele Geremew ,supra note 35,p.11.

“8 Craig Van Grasstek, supra note 2, p.131.

9 Tilahun Esmael , 2012, Ethiopia’s WTO Accessiod Bmancial Services Liberalization,Mizan Law
ReviewVol. 6 No.2December 2012,p.219.

*%John Serieux,2008,Financial Liberalization and Dsiic&esource Mobilization in African Assessment,
Working Paper on International Poverty Centre Uhiiations Development Programpfizepartment of
Economics,University of Manitoba , April,2008,Papember 45,p.1.

®1 Jennifer Moyo§; Boaz Nandwa; Jacob Oduor§ And AnshSimpasa, supra note 45.
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requirement of accessiéhThus, this study analyses and examines the experief six
least developed of countries’ nhamely Nepal, Camdo8amoa,Vanuatu,Lao PDR and
Yemen commitment scenarios of, the WTO Accessiod Banking Liberalization
Experience, which have been finalized their WTCOeason process after 1995 and those
country’s economic background and vulnerable charestics during their accession
process similar with Ethiopia. Note that these amintries are not the only acceding
country similar economic background and vulnerableracteristics during their
accession process, but those countries purposseddcted by the author to address the

issues of the study.

The possible lessons acquired from those countriléselp Ethiopia to mitigate onerous
commitment comes from the WTO Accession and thekiBanLiberalization, which
assist Ethiopia to negotiate and liberalize banlsector in wisely, strategically based on
the long-term interests of the country and in p&hned manner.

3.3. Countries WTO Accession and Banking LiberalizationExperience

In order to examine the experience of the six coesit namely Nepal, Cambodia
Vanuatu,Samoa, Lao PDR and Yemen’s, the WTO Acoessid Banking Liberalization
Experience; first, Status of each six countrieshiBag Sector before and after WTO
Accession has been examined. Then, each six cesntWTO Accession Process and
Commitment on its banking Sector has been examifdédkdly, Opportunity and
Challenges of each six countries’ Banking Libegrtian has been examined. Lastly,
Lessons drawn from the six countries’ WTO Accessamd Banking Liberalization
Experience has been summarized.
3.3.1. Nepal's WTO Accession and Banking Sector Liberaliation Experience
3.3.1.1.Status of Nepal's Banking Sector before and after WO Accession
Nepal, a land-locked LDCs **country nestled between India and China, is onthef
poorest countries in the world. Poverty reductiomswhe main policy objective of the

government. Broad-based economic growth has beemtifiéd as a prerequisite for

2 UNDP, supra note 8.

*Ratnakar Adhikar, supra note 21,p.1.

¥ The Development Policy and Analysis Division (DPYd) the Department of Economic and Social
Affairs of the United Nations Secretariat (UN/DESAorld Economic Situation and Prospects, Country
classification as of November 201214, p.149
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poverty reduction, and increasing trade—particylérrough export diversification—has
been identified as one of the strategies for aamgewroad-based economic growth.
Membership in multilateral, regional and bilatetraide agreements has been seen as an

important instrument for increasing tratfe.

Historically, the services sector in Nepal has bbeghly protected, not only against
foreign investment but also in terms of the papition of the private sector. The
services sector in Nepal withessed gradual opeminin the last two decad&erious
concerns have been raised regarding Nepal's prpess involving regulatory
institutions to support the commitment financiddelializatiom’ In order to assess the
likely impact of services sector commitments thent@d Bank of Nepal, conducted
different assessments suggested financial sangeetor Nepal before opening up the
financial services sector needed major regulatogforms® and substantially

strengthened the regulatory mechantém.

On January 1, 2010, per its accession commitmenthde WTO and completion of
granted a transition period until 1 January 2007 ifoplementing important WTO
agreement®Nepal opened the domestic banking sector to foréignks after about
more than five years it accessed to WAQl, 2004%*Currently according to the World
Bank Doing Business 2015 reports Nepal ranks"1d@& of 189 world member which is
all most comparable rank to 106f 2014 World Bank Doing Business rept.

3.3.1.2. Nepal's WTO Accession process and Commitment on B&img

Sector

*Ratnakar Adhikari, Navin Dahal and Manisha Pradhgaasupra note 23, p.1

*9d, pp.39-40.

*"|bid.

Bd, p.1

*9See Ratnakar Adhikaet al,supra note 21, pp.39-40. The studies suggesirthjir regulatory reforms
are needed to make the reforms work for Nepal. diredude establishment of a more elaborate licgnsi
and approval procedure, enhanced regulation aneh@gn of service-related transactions to keepepa
with financial innovation, formation of a legal titd continuously monitor external developments
regarding service safeguards and prepare NRB'stiagigo position in financial services. The studieve
also highlighted the need to establish an instingl mechanism to evaluate the existing monetagly an
exchange rate policy in light of changingscenarith Wepal's WTO membership.

0 Ratnakar Adhikaret alsupra note 21p.31.

®1 U.S .Department of State, 2014, Nepal’s Investn@¥mate Statement ,Executive Summahyne
2014,p.2.

®World Bank, Online collection of business laws aegulations relating to busineping Business
reports 2015,p-4. http://www.doingbusiness.org/law-lityrar
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Nepal application for accession was filed on 16 18§9 and re applied on 5 December
1995 and become the 147th member of the Wiah 13" April, 2004, along with
Cambodia were the first and the only two LDCs teehaucceeded in gaining accession
to WTO ** through the full working party negotiatitsince 1995°

During its WTO accession process, Nepal had to tretgoeven for securing S&DT, to
which all LDC*’members are automatically entit®dSerious concerns have been raised
regarding Nepal's preparedness involving regulatangtitutions to support the
commitment financial liberalizatioffOn the areas of services Nepal was asked to open
all services sector commitment, for 100 percenitgqarticipation by foreigners within

a period of five years. HoweV8r Nepal rejected the request to open sectors witald
have an adverse impact on the socio-economic witydtit could finally open the
developed countries to get contend with only up 8@ percent foreign equity
participation’?and opened up 11 major sectors and 77 sub-sectmmstituting 48 per

cent of all the sub-sectors in the WTO categorizaftt

The schedule of services commitments of the Nepalvs that Nepal made full market
access and national treatment commitments on ahkiBg and other Financial
Services.*Nepal’s banking sector commitment to allow the &ew required by business
that could contribute to improving the quality aeféficiency of services from the

beginning of accessiof. All so, Nepal committed to allow foreign wholesdlanks to

8 Ratnakar Adhikaret al, supra note 21p.31.

S0k Siphana2005, Lessons from Cambodia’s Entry into the \Wanade OrganizatioAsian
Development Bank Institute(ADBI)Policy Papéds. 7, Tokyo, 2005,p.6www.adbi.org

%5 WTO home page, 201#epal and the WTO members’ information/Nebatessed on, 12 November
2014). available at Httpwww.wto.org/english/thewto _e/ccountries_e/nepaitm

%30k Siphana.essons supra note 64.

7 Ratnakar Adhikaret al,supra note 21, p.1.

81d, p.31.

*Rajkarnikar, P.RNepal: The Role of an NGO in Support of Access1665,WTO ,as cited in Ratnakar
Adhikar, et al, supra note 22p.37.

"Ratnakar Adhikari and Navin Dahaupra note 22.

"L Posh Raj Pandey, Ratnakar Adhikari and Swarnimlg/2§14, Nepal's Accession to the World Trade
Organization: Case Study of Issues Relevant totlRBageloped Countries, Department of Economic &
Social Affairs,CDP Background Papdo. 23November 2014,p.13.

"“Ratnakar Adhikari and Navin Dahalupra note 22.

3 Posh Raj Pandey, Ratnakar Adhikari and Swarnimlé/supra note 71, p.13.

"*Tilahun Esmael Kassahun, supra note 49, P.211.

Posh Raj Pandey, Ratnakar Adhikari and Swarnim Wzalpra note 71, p.25.
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open their branches in Nepal from 1 January 2@t as per its accession commitments
to the WTO, Nepal opened the domestic banking séatget best quality and efficiency
of services experience for foreign giant invest@fter five years and seven months it
accessed in April, 2004 to WT®.

3.3.1.3. Opportunity of Nepal’'s Banking Sector WTO Accession

Nepal considers using WTO membership for discipfinits trading partners, achieving
enhanced market access, benefiting from the spacdbifferential treatment within the
WTO system for LDCs’°Although Nepal's negotiation process for WTO mershay

was demanding and time-consuming, the technicastasse Nepal received during its
accession process proved vital but not adedlamepal also received an important
technical assistance from UNDP, including suppartthe preparation of negotiating
documents, commissioning some background papeilslingnegotiating capacity and

promoting public awareness of WTO memberghip.

Nepal's accession package was a result of a thwlgtggotiating approach taken by the
country. It entailed, among other things, coordoratacross government agencies,
mobilization of external support and diplomatic italp and wide consultations with a
range of stakeholders, including the private sectwwil society organizations and

farmers’ group$? a limited number of international and national N&G@nd business

communities were involved from the late 1990s irp&ls accession proceS¥epal

often saw WTO membership as an important stepimrgfaccess to foreign markets for

"®Ratnakar Adhikari, Navin Dahal and Manisha Pradhgaasupra note 23, pp.39-40.

""Ratnakar Adhikari, Navin Dahal and Manisha Pradhgaasupra note 23.

8 U.S .Department of Statenote 61.

"“Ratnakar Adhikari, Navin Dahal and Manisha Pradhgaasupra note 23, p.32.

8 David Leggel, Deborah Gleeson1, Wendy Snowdon2Aane Marie Thow3, Trade Agreements and
Non-communicable Diseases in the Pacific IslandSchool of Public Health and Human Biosciences, La
Trobe University, 2. Pacific Research Centre fer Bievention of Obesity and Non-Communicable
Diseases Blenzies Centre for Health Policy, The UniversitysgtineyFirst prepared August
2011,Revised January 2013,pp.10-11.

8Hussein Ahmed Turdlaking the WTO accession work for Ethiopia: Lesséom Cambodia and Nepal,
Abyssinia Law Reviev2013,p.8.

8Posh Raj Pandey, Ratnakar Adhikari and Swarnim \agipra note 71.

8Ratnakar Adhikari, Navin Dahal and Manisha supre 28, p.32.
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their exports, attracting foreign investment andonming its own economies and
policies®

3.3.1.4. Challenges of Nepal’'s Banking Sector Liberalization

Although, Nepal undertake wide consultations vaittange of stakeholders since the late
1990s of its accession proc&3and implement a number of regulatory reform measure
that it had committed to during the prod&s§epal had not been able to implement a
number of regulatory reform measures mainly duthéofollowing main reasons. Those
reasons were capacity constraint(countries’ weakaruand institutional capacities as
well as limited technical know-how and financiakoercesy, the negotiation process
come to be demanding and time consunfifpgymises were not put into practiby the
WTO members agreed “to facilitate and acceleragoti@ions with acceding LDCs”
andtransitional periods to all acceding LDCs at 2081 launch of the Doha Round of
trade negotiations,and due to unfavorable polisgalation in the country in the past few

years®?

The otherNepal's Challenges weiéepal’'s negotiating team was not supported by in-
depth studies and scientific or objective positpapers on various topics. Rather they
were mostly carried out based on personal effirewledge and information of the
negotiators. In addition, a lack of timely commuation for policy decisions and a lack
of clear guidelines from the governmé&udesire for policy space and its institutional and
infrastructure capacity which forced to make commitments considered aswsice
relative to their LDC Member statd&lhere was also, lack of coordination among the
different donor¥, due to the lack of a formal and institutionalizetbchanism for

8 David Leggel, Deborah Gleeson1, Wendy Snowdon2ane Marie Thow3, supra note 80.
®Ratnakar Adhikari, Navin Dahal and Manisha Pradhgaasupra note 23, p.32
8jd,pp.39-40
8Hussein Ahmed Tursypra note 81, p.7
bid.
%Ratnakar Adhikari, Navin Dahal and Manisha Pradhgaasupra note 23, p.37.
90;

id,p.28.
posh Raj Pandey, Ratnakar Adhikari and Swarnim \&agipra note 71,p.2.
9Hussein Ahmed Tursypra note 134, p.12.
93(hi

Ibid.
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stakeholders involvement, the majority of stakebddfelt that they were left out from

the accession proces.

On the areas of services Nepal was asked to opsaraices sector commitment, for 100
percent equity participation by foreigners withiperiod of five yearg® In the course of
accession to the WTO, the country was dedicatesh&at 10 new laws and regulations
and amend 25 existing laws and regulations by 280hus, accession to the WTO did
not lead to major changes in Nepal's trade openaassmarket access opportunities,
which could be the reason for the limited significa of WTO membership on Nepal's
trade performanc¥.Consequently, WTO membership has not helped aghiey policy
objectives related to trade, i.e. trade diversifizaand expansioff As a result, the costs
associated with WTO accession can be very highNejhl is examples of low income

countries that were forced to make WTO+ commitméhts

3.3.1.5. Lesson Drawn from Nepal's WTO Accession and Bankip Sector
Liberalization Experience

Nepal's getting UNDP significant technical atance to the government, including
support in the preparation of negotiating documeatsnmissioning some background
papers, building negotiating capacity and promotipgblic awareness of WTO
membershif’and active participation of different stakeholdalso have a positive side
in mitigating burden of commitment even though thajority of stakeholders felt that
they were left out from the accession process duké lack of a formal, institutionalized
mechanism for engagement. Nepal’s banking sectomatment to allow the services
required by business that could contribute to imjpr@ the quality and efficiency of
services from the beginning of accesst8hand Nepal's firm stand and rejecting the

request to open sectors to all services sectoudinal) banking sector commitment, for

%id,p.8.

%Ratnakar Adhikari and Navin Dahalupra note 23.

%Ratnakar Adhikaret alsupra note 223.37.

%Tibid

%Hussein Ahmed Tursypra note 81, p.12-13.

% David Leggel, Deborah Gleeson1, Wendy Snowdon2Aane Marie Thow3, supra note 80.
199 Ratnakar Adhikaret al, supra note 21.

posh Raj Pandey, Ratnakar Adhikari and Swarnim Vagipra note 71, p.25.
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100 percent equity participation by foreigners wita period of five yeat8which could
have an adverse impact on the socio-economic isity4f were the lesson drawn from
commitment and opportunity side of Nepal'sWTO Acses and Banking Liberalization

Experience

On the other hand, Nepal's luck of in-depth studiad scientific or objective position
papers on various topics before accession, the ¢dck formal and institutionalized
mechanism for stakeholders involvem&liand a lack of clear guidelines from the
government® cause Nepal's negotiators mistaken by acceptingesecommitments
incompatible with its national development gfMoreover, Nepal’s institutional and
infrastructuré®” capacity constraifitand WTO membership promises “to facilitate and
accelerate negotiations with acceding LDCs, hasputtinto practice’® causes the
negotiation process come to be demanding and tonsuening'° As a result, the costs
associated with WTO accession could be very highNepal is examples of low income
countries forced to make WTO+ commitmehtsSo, that all is the lesson drawn from
Challenges side of Nepal's the WTO Accession andkBe Liberalization Experience

for LDCs on Accession Negotiation and seeking ®i@accession.

3.3.2. Cambodia’'s WTO Accession and Banking Sector Libel&ation Experience
3.3.2.1. The Status of Cambodia’s Banking Sector before andfter WTO

Accession

192Ratnakar Adhikari and Navin Dahaupra note 22.

193 posh Raj Pandey, Ratnakar Adhikari and Swarnimlé/gmuta note 71.

19“Hussein Ahmed Tursypra note 81.

1%Ratnakar Adhikari, Navin Dahal and Manisha Pradhgaasupra note 23, p.28

198 United Nations Department of Economic and Soci#ifs (UN-DESA),Nepal’s accession to the
World Trade Organization: case study of issuesvaté to least developed countrjgscerpt from Posh
Raj Pandey et al (2011),p.4, One of the most ceatsial issues during Nepal’'s accession processhveas
it was asked to join UPOV. Agreeing to this coua/é led Nepali farmers to compromise their tradio
right to save, exchange, replant and sell seedinBtance contrary to Article 15 of the Agreememt o
Agriculture (AoA)which excludes LDCs from all redicn commitments under the Agreement, Nepal has
withdrawn the right to subsidize agriculture expof®n the other hand Nepal did not have any TRIMs a
the time of accession, but was asked to make a @omemt not to introduce any such measures in the
future.

9d,p.3.

198 Ratnakar Adhikaret al, supra note 21p.50.

199 General Council Decision on LDC accession, Sedfion

1% ussein Ahmed Tursypra note 81, p.7.

" David Leggel, Deborah Gleesonl, Wendy Snowdon2ane Marie Thow3, supra note 80.
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Cambodia is East Asia Least developed countryargharbghe transformation from a
command economy to the free market in the late 4980 he decision to join the WTO
in Cambodia was made with adequate preparationeaotution of the processes and
analysis of its advantage and disadvantage of jginthe WTO. The accession of
Cambodia’s to the WTO enhanced greatly improvedetpaerformance, with continued
commitment to the process from the government hadptivate sector** Cambodia has
experienced rapid economic growth over the lastdecwith gross domestic product
(GDP) grew at an average annual rate of over gightent between 2000 and 2010 and
over seven percent since 2044. Cambodia’s 1997 Law on Foreign Exchange allows
the National Bank to implement exchange control$hm event of a foreign exchange
crisis!*® Currently according to the World Bank Doing Busin€015 reports Cambodia
ranks 135 out of 189 world membér®

3.3.2.2. Cambodia’s WTO Accession process and Commitment oBanking
Sector

The Government of the Kingdom of Cambodia applied dccession to the WTO in
October 1994and completed its negotiations and gtdahnts acceptance of the terms
and conditions of membership set out in the acorgsiotocol, which was approved by
the Fifth Ministerial Conference on 11 Septembe®20Cambodia became the 148
member of WTO on 13 October 2004 and was the BEBCs to have succeeded in
gaining accession to WTO since the latter's tramsédion from Article XII of the

Marrakesh agreement the General Agreement on Fariifl Trade in 1995/

Cambodia has separate laws and institutions gawgrimsurance and banking services

considering the existence of sound legislative esgllatory framework of financial

12ys, supra note 61, p.1

"3WT0,2012, The conference on Lao PDR’s WTO acoessbmmitments and possible business
implicationsBusiness and Trade Policy SectionNe8sNov. 2012,p.2. See more at:
http://www.intracen.org/news/Lao-PDR-accession-camments-discussed-ahead-of-WTO-
accession/#sthash.SDXInrl6.dpuf

bid.

115y.S, supra note 61, p.5

“8world Bank, 2014 , Online collection of businessdaand regulations relating to business, Doing
Business reporfs2014. Internetwww.worldbank.org

""Hussein Ahmed Tursypra note 81, p.9.
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sector was crucial for the protection of the publfcThe Cambodian Law on Banking
and Financial Institutions and subsequent regulatguaranteed foreign banks rights and
obligations equal to local banks and there wasestriction regarding foreign ownership
of banks'*® Cambodia committed itself to opening up almostsab-sectors in services,
including telecommunications ser-vices, distribntiinancial and transport services on
believed to set Cambodia on a path benefitingdtmemic developmertt® progressively
and substantially* and to encourage foreign investment in financiavises sectof??
So,foreign investors may own 100 percent in thea ak services including banking
sector except® in a very limited number of areas where locatiatives might be
threatenetf“without limits on the rights of foreign and domesgitities to establish and
own business enterprises or to compete with puéfiterprised*The Cambodia’s
commitments for banking sectors refers to commeitmaking only**Cambodia made

excessive commitments to liberalize the trade imises, opening up all of the 11 service sectors

under the WTO classification, some fully and otheestially and with transition periods
including 74 sub-sectors A7 Consequently, the Cambodia’s accession packagss wa

described as overly extensit?é.

Even though, the WTO members agreed “to facilitatd accelerate negotiations with
acceding LDCs” at the 2001 Launch of the Doha Roohttade negotiation¥’ and
leading to the adoption by the General Councilhaf Guidelines for the Accession of
LDCs in December 200%° the accession process of Cambodia was not mumitesh

than that of other countries mainly because of ciéypaonstraints and lengthy process in

1850k Siphana, 2005, Lessons from Cambodia’s Enttp ie World Trade Organization,Asian
Development Bank Institute (ADBI) Policy Papéis. 7, Tokyo, 2005, p.71. www.adbi.org

Tilahun Esmael Kassahun ,supra note 49, P.210.

120 Ethiopian Chamber of Commerce and Sectoral Asgoni® supra note 2, p.109.

12150k Siphanmupra note 118-37www.adbi.org

1234 p.71.

123y.S .supra note 61, p.3.

124\WWTO home page, Cambodia and the WTO members’rirdiion/CambodigAccessed on, 12

November 2014). available faitp://www.wto.org/english/res_e/booksp_e/casestidé/case8 e.htm

125.S, supra note 61,p.8.

126\WTO, 2005, The Kingdom Of Cambodia Trade In SexsiSchedulef Specific Commitments,

GATs/Sc/140,25 October 2005,P.17.

12"Hussein Ahmed Tursypra note 81,pp.10-11.

12650k Siphanmupra note 49.37.

12%Hussein Ahmed Tursypra note 81, p.7.

130 Craig Van Grasstek, supra note 1, pp.133-134.
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proceeding with the negotiatiofiThe commitment Cambodia in the area of services
generally show a tendency towards liberalizatiod arere characterized in banking
sectors that could contribute to improving the gwahnd efficiency of the services
required by business?

3.3.2.3.  Opportunity of Cambodia’s Banking Sector Liberalization
Cambodia less capability to become major playersha world market or power to
disrupt other WTO members’ domestic markets wadritnre large to facilitate and
expedite their accession negotiatidffsOn the other hand, Cambodia’s legislative and
institutional improvements before accession havenba key to its successful
accessior® A group of experts from UNCTAD offered extensitnical advice to
Cambodian negotiators while other bilateral and tiwat¢ral donors provided some
(albeit limited) help to the government in condngtits accession negotiatiotis.Even
so, the country was not obtained support which evasial to its negotiations, that efforts
was face a problem to bear fruit due to lack ofdéted and coordinated technical

assistance” to support LDCs’ accessith.
3.3.2.4. Challenges of Cambodia’s Banking Sector Liberalizabn

Cambodia's accession into the WTO constitutes amudgallenge for the country. The
accession process was a complicated, long, heatid demanding and time

consuming®’because of the countries’ weak human and institatioapacities as well as
limited technical know-how and financial resourcés. addition to lacking detailed

studies and scientific or objective position papers relevant topics, makes the
negotiation process demanding and time consumgexgptiations were mostly carried out
based on the personal efforts, knowledge and irdbam of Cambodian negotiators. To

this end, the Cambodia’s negotiator subsequenstyndjuished: “Insufficient knowledge,

13-ussein Ahmed Tursypra note 81, p.7.

132posh Raj Pandey, Ratnakar Adhikari and Swarnim \&agipra note 71, pp.24-25.

13350k Siphana 2007 Gambodia Enters the WTO: Lessons Learned for Li2aseloped
CountriesResearch Policy Brief (209as cited in Fuzhi Chen@ambodias WTO Accessidbornell
University(2007), p.3.

134 Hussein Ahmed Turaupra note 81PP.7-11.

135 Adhikari and Navin Dahakupra note 23. 5.

13%Hussein Ahmed Tursypra note 81.

137H.E. Sok Siphana,2009, Background Note: CamboHigeriences in the WTO Accession Process,
LDCs Round Table on WTO AccessBeptember 2009, p.1.
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inadequate experience, limited resources and kihétealytical capacities required for
accession negotiations were also recurrent sowtatelay.™* There was really no
miracle prescription that would render the accesgimcess easy® Cambodia often see
WTO membership as an important step in gaining ssc¢e foreign markets for their
exports, attracting foreign investment and refognits own economies and policies.
Actually the costs associated with WTO accessiam loa very high for low income
countries. Cambodia is examples of low income aoemtthat were forced to make
WTO+ commitments?°

The other major Cambodia's accession challengettfer country was Cambodia’s
required to prepare voluminous and complex docuatiemt regarding its trade regime
for goods and servicé&t which however, the country could not perform thpkms at
the scheduled time and adopted just only 24 of4théaws and regulatioii¥ and has
engaged in lengthy negotiations with the WTO MemBeuntries both at the bilateral
and multilateral levéf® due to limited capacities to draft, implement adorce the
laws and regulations and set up and manage thessageinstitutions. Multilateral and
bilateral technical assistance activities have lbe¢n sufficiently comprehensive and
effective even though they have improved subsedeetite countries’ accession and the

challenge due to lack of coordination among théedéht donors?

In the Services Offer, the challenges lie in nslerstanding on the policy and economic
implications arising from the various services secommitments like telecom, financial
services and professional servit&s.Moreover, Cambodia had to ensure that its

concessions and commitments made under the WTGssiooeprocess are consistent

138 ussein Ahmed Tursypra note 81, p.7.

1394 E. Sok Siphana,.supra note , 137.

140 David Leggel, Deborah Gleesonl, supra note 111.

141 Euzhi Cheng, 200Gambodias WTO Accessiddornell University, 2007,p.3.
142Hussein Ahmed Tursypra note 81, p.12.

143 Fuzhi Chengupra note 141p.3.

1Hussein Ahmed Tursypra note 81, p.12.

145 Fuzhi Chengupra note 141
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with other international obligatiort8® The Cambodia’s commitment for banking sectors

refers to commercial banking only was very higk fi& low income country?’

Generally, the technical assistance that the cpurtreived after WTO membership has
been inadequate. As a result, WTO membership hashelped achieve key policy
objectives related to trade, i.e. trade diversiftmaand expansiot

3.3.2.5. Lesson Drawn from Cambodia’'s WTO Accession and Bankg

Liberalization Experience

Cambodia less capability to become major playersha world market or power to
disrupt other WTO members’ domestic markets wadritnre large to facilitate and
expedite their accession negotiatioffs.On the other hand, Cambodia’s unilateral
legislative and institutional improvements beforecession have been a key to its
successful accessidrf. A group of experts from UNCTAD offered extensivehnical
advice to Cambodian negotiators while other biktand multilateral donors provided
some help to the government in conducting its ssioa negotiatiorts’, were the Lesson
Drawn from Cambodia’s the WTO Accession and Bankineralization from the

opportunity side.

On the other hand, the countries’ weak human asttutional capacities as well as
limited technical know-how and financial resourdask of detailed studies and scientific
or objective position papers on relevant topicskesahe negotiation process demanding
and time consuming. Negotiations were mostly cdraat based on the personal efforts,
knowledge and information of Cambodian negotiatdrs. this end, the Cambodia’s
negotiator subsequently distinguished: “Insuffiti@nowledge, inadequate experience,
limited resources and limited analytical capacitieguired for accession negotiations

were also recurrent sources of del&yf.”

“Ypid.

“AWTO home page, 2014epal and the WTO members’ information/Nepetessed on, 12 November
2014). available at Httfgwww.wto.org/english/thewto_e/ccountries_e/nepahtm

148 ussein Ahmed Tursypra note 81, ,pp.12-13.

14950k Siphanaupra note 137.

150 Hyssein Ahmedsupra note 81.

151 aAdhikari and Navin Dahagkupra note 23.

152Hussein Ahmed Tursypra note 81, p.7.
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Cambodia’s required to prepare voluminous and cemplocumentation regarding its
trade regime for goods and servi¢esthe challenges lie in its understanding on the
policy and economic implications arising from therieus services sector commitments
like telecom, financial services and professiomalises™* The technical assistance that
the country received after WTO membership has beadequate. As a result, WTO
membership has not helped achieve key policy dbjEstrelated to trade”. Cambodia

is examples of low income countries that were fdrcéo make WTO+
commitment§and the accession packages was described as @xtelysive® Those
were the Lesson Drawn from Cambodia’'s the WTO Asioes and Banking

Liberalization from challenge side.

3.3.3. Samoa’s WTO Accession and Banking Sector Liberala&ion Experience
3.3.3.1. Status ofSamods Banking Sector before and after WTO Accession
Samoais Small island East Asia countr§ graduated from LDC status in January
20141°Samoa apply to the WTO in April 1998 and accedéheoWTO in May 2012
after negotiating for about fourteen years. Theigiec to join the WTO in Samoa be
made with adequate preparation and evolution ofpifeezesses and adoption of best
practices, set upping the National WTO Working Cattee comprised of key stake
holders prior to the submission of WTO applicatiamd at large extent accessions
negotiating reliedding positions of model accessiaere foundations that would set the
direction, commitment and dedication to the procefsaccessions to conclud®. The

Government has been in consultation with the peivssctor and civil society on WTO

153 Fuzhi Chengsupra note 141.

Hid.

15*Hussein Ahmed Tursypra note 81, p.12-13.

%€ David Leggel, Deborah Gleesonl, Wendy Snowdon2amne Marie Thow3, supra note 111.

15750k Siphanmupra note 137.37.

1%8The Development Policy and Analysis Division (DPAdi)the Department of Economic and Social

Affairs of the United Nations Secretariat (UN/DESAorld Economic Situation and Prospects, Country

classificationas of November 2013/204,pp.149-150.

159.S .Department of State, 2014, Nepal's Investndimhate statement,, Executive summadyne
2014,p.1

189 pCs Roundtable on WTO Accession supra note 11, p.4
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accession and continues the consultation with theje sector and civil society as to

meet its obligations following accessith.

Samoa is an active member of regional and inteynati organizations (the United
Nations, the International Monetary Futtdthe World Bank since June 1973, and the
United States®*The Samoa—Relations with the Asian DevelopmentkB&toup
Country Partnership Strategy (CPS) 2008-2012 fond@afocuses on poverty reduction
with three pillars for intervention: (i) removal ohfrastructure constraints, (ii)
improvement of access and delivery of public s&wsjcand (iii) promotion of private
sector developmerit® The World Bank has also executed a range of fumst financed

activities focused on supporting the successfarrefefforts since the mid-1998%.

Samoa’s economic growth has been slow and volawée the past five years as a result
of a series of shocl@ver the medium term, growth was projected to tosround 2%
percent, a rate still significantly lower than wis#tmoa achieved in thedecade before the
current slowdown. This outlook was also subjectdosiderabledownside risks in the
current global, regional and domestic environtfénfnnual real GDP growth was
projected at 1.5 percent for fiscal year 2011/fiproving gradually to 2.5 percent over
the long term, which is higher than the average @BRvth of 0.9 percent for 2005/06-
2010/11, a period when the Samoan economy was ctutjea series of adverse
shocks:®®

Many Samoan enterprises felt uneasy after the fwave of reforms. Accession
mechanisms liberalization and reforms have madeagy for companies from any

member country, to enter Samoa with huge capitabstment, skills, knowledge,

5l5amoa Sixteenth Plenary Session of the CommitteBdwelopment PolicyMonitoring of Graduating

Countries from the Category of Least Developed @@s,New York, March 2014,p.6.

1%2U.S. 2014, Relations with Samdyreau of East Asian and Pacific Affairs Fact Shéahuary 31,

2014, p.ii

3|MF, 2012,IMF Country Article Iv Consultation Report No. 182 Washington, D.C. August

2012,p.39

Internet: http://www.imf.org

164U.S. supra note 162.

%9MF, 2012, IMF Country Article Iv_Consultation RepoNo. 12/250Washington, D.C. August
2012,p.37.Internet: http://www.imf.org

1%9MF supra note 165.

%7d.p.1.

1%8d,p.45
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capability and expertise to take major market sh&ém@m local companie€® Currently,
the liberalization and reform programmed implemdriteorder to accede to WTO, has
affected not only the banking sector, but all secwf Samoa's econom{’The World
Bank Doing Business 2015 report rarfkamoa67" which was shown almost nearer
comparable to 8%anking with 2014 published report out of 189 warlémber-’*

3.3.3.2. Samoa’'s WTO Accession process and Commitment on Blang

Sector

Banking in Samoa, opening up of monopdifésvith the removal of direct controls. The
Central Bank has strengthened its prudential sigenvof the banks through adopting
international standards under the Basle Core Rigxiof Supervision and amendment

the Act by Parliament in January 2601

Concerningright to Private Ownership and Establishment diffiérgectors shows that,
foreign Investors are permitted 100% ownershiplirdidferent sectors of the industry
including the banking sector, with theexception obnditions for restricted
activities!"“Financial institutions financial sector liberalimat has seen the rise of many
small finance companies and a number of foreigmamnge dealers and money transfer
operators in the country. This has encouraged roongetition in the financial system
giving the general public a wider range of finahskrvices providers to choose from at
lower costs.”®

3.3.3.3.  Opportunity of Samods Banking Sector Liberalization
Even though, theWTO law of the Marrakesh Agreendatitle XII provision governing

accessions does not provide rules for the condurtgotiations or benchmarks for the

1%%United Nations Conference On Trade and Develop2@®1, Challenges and Opportunities Arising
Il:7room8amoa's Accession to the WTO, Technical Codimer&roject October 2001, p.49. Apia, Samoa..
Ibid.
"lBank, 2014& 2015, Online collection of business damnd regulations relating to business, Doing
Business report£014, p.3 & 2015,p.228. Interngtww.worldbank.org
i:United Nation Conference on Trade and Developnmira note 8.
1bid.
13d,p.53.
17See USASamoa’dnvestment Climate Statemedune 2014,p.4.
Foreign Investors are permitted 100% ownershiglidifierent sectors of the industry with the
exception of conditions for restricted activitiesldow.The following businesses are reserved for Samo
Citizens only:1. Bus transport services for theggahpublic,2. Taxi transport services for the gahe
public,3. Rental vehicles,4. Retailing,5. Saw milj6. Traditional elei garment designing and
printing,Restricted List — Open to foreign investapon condition.
" United Nation Conference on Trade and Developnsmira note 169, p.53.
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outcomes, the accession process of Samoa has thehdfont’® the evolution of the
accession processésand adoption of best practicés set upping the National WTO
Working Committee comprised of key stake holdefisrpto the submission of WTO
applicatiort’”®, and Samoa’s negotiating positions to at largeerextelied on model
accessions of other LDCs similar economic and wvalole characteristics as Samoa
namely Cambodia, Nepal, and Vanuatu, and Tflgare foundations that would set the
direction, commitment and dedication to the proecgsscessions to conclud.

3.3.3.4. Challenges ofSamods Banking Sector Liberalization

The first challenging task of the accession procgas the compilation of Samoa’s
Memorandum of Foreign Trade Regime (MFTR) as it thasfirst time tocompilation of
such information, took 2 years to complete throug¢fwesive consultations and
engagement with national authorifi&s and the ITC, particularly through close
collaboration with Samoa’s private sectdt. The speed of progressof Samoa’s accession
was also challenged by our non-residency in Gedeeao technological communication

barriers'®*

The other challenge were, the liberalization aridrre programme implemented in order
to accede to WTO, has affected not only the bankexgor, but all sectors of Samoa's
economy'® Above all challenges, a key challenge was to redhe fiscal deficit to
bring public debt to a more sustainable level whilpporting economic recovel3?
3.3.3.5. Lesson Drawn from Samoa’s WTO Accession and Bankin§ector

Liberalization Experience

ij_DCs Roundtable on WTO Accession supra note 11, p.2
Ibid.
178d,p.1.
1d,p.2.
18%hid.
184d,p.4.
182 United Nation Conference on Trade and Developnseiita note 169.
iszLDCS Round table on WTO Accession supra note BL, p
bid.
18%United Nation Conference on Trade and Developnsmira note 169.
139MF, 2012, IMF Country Article Iv_Consultation RepidNo. 12/250,Washington, D.C. August 2012
,p.1. Internet: http://www.imf.org
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The accession process of Samoa has benefitted¥rdhe evolution of the accession
processe$® and adoption of best practi¢®s set upping the National WTO Working
Committee comprised of key stake holders prior e tsubmission of WTO
application®, and Samoa’s negotiating positions to at largeerextelied on model
accessions of other LDCs similar economic and valole characteristics as
Samoda®were foundations that would set the direction, cément and dedication to the
process of accessions to concldfeSuch model accessions should be well digested to
provide orientation to drive other LDCs on the asten process or seeking accessions to
conclude is what recommend the use of the Enhalmtedrated Framework (EIF) and
Lesson drawn from Samoa’s the WTO Accession andkiBgHriberalization experience

from opportunities sides

On the other hand, the lesson drawn from the WT@eésion and Banking liberalization

experience accession commitment and challenges sfdgamoa is the liberalization and
reform programmed implemented in order to acced®&1® which was opening up of

the financial services sector especially the bapkiector to foreign Investors permitted
100% banking sector ownership at'&which the banking sector is complex and
confusion and a number of misconceptions can aggarding the consequences of
banking sector liberalization, that ownership tony aforeign huge, complex and

modernized companies investment, with the remfatlirect controls, before the

Central Bank has strengthened its prudential sigervof the banks, has affected not
only the banking sector, but all sectors of Sameasnomy was lesson drawn from
challenges sides.

3.3.4.The Vanuatu’'sBanking Sector Liberalization Experierce

3.3.4.1. Status of Vanuatu’s Banking Sector before and afterWTO
Accession

18 DCs Round table on WTO Accession supra note 16D, p
188hid.

189bid,

19014 p.2.

lipid.

%21d,pp.1-7.

193USA supra note 174.

55



Vanuatu is Small island East Asia Least develogeohty'®and its economy generally
closed and an import-substitution policy in placgince the country gained its
independence in the 1980s, some policymakers aliiciams were convinced that the
time had come for Vanuatu to integrate itself vifte global econom¥?> A push toward
accession was further prompted by the fact thavfalanuatu‘s neighbors and principal
trading partners further enhanced under the WT@édrmork’*®*/anuatu’s banking sector
were closed because its economy generally closgd1980s°Vanuatu was expedited
with the advent in 1997 of the World Bank's struetiadjustment package known as the
Comprehensive Reform Program (CRP) which aimed mapraving governance,
enhancing the role of the private sector, increpsgconomic growth, and further
liberalizing the economy by reducing trade barrievghin the context of WTO
membershig®®Currently according to the World Bank Doing Bus®e015 reports
Vanuatu ranks 78out of 189 world member which is almost comparahle to 74' of
2014 World Bank Doing Business repbtt.

3.3.4.2. Vanuatu's WTO Accession process and Commitment on dhking

Sector

Vanuatu applied for WTO membership in July 1¥85and accessed to WTO
membership in August 2012 after about for seventgears?®* Vanuatu’s accession
process was suspended due to the doubts and firs$rathe general economic downturn
and the failure of the Comprehensive Reform Progi@RP), and the political instability

in the country?®?

In the area of services, Vanuatu was asked to mfi&ein 18 areas, which is more than

four times the average for existing LDC memberdhef WTO. The only two major

194 The Development Policy and Analysis Division (DPA&f the Department of Economic and Social
Affairs of the United Nations Secretariat (UN/DESASupra note 158, pp149-150

195 Ethiopian Chamber of Commerce and Sectoral Assonis supra note p119.

191d. p119

197 |bid.

198 bid,

\World Bank, Online collection of business laws aedulations relating to business, Doing Business
reports2015,p-4. http://www.doingbusiness.org/law-library

2%Ratnakar Adhikari and Navin Dahalsupra note 22,.P-3

20! Craig Van Grasstek, supra note 1, p-149

22 gee, Ethiopian Chamber of Commerce and Sectosaidiations, supra note (2120
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exceptions in which Vanuatu was not willing to coinitself were telecommunication
and distribution services, due to domestic politmampulsions. However, towards the
end of the negotiations it had to give in to thessure of the USA and agreed to open up

retail and wholesale services for foreign investniecluding the banking secté?’

Although members say that they would give spemaisteration to LDCs, in practice,
the process of accession was made very difficuthbyfact that, they try to get maximum
concession from the acceding member, the ambigiithe accession process and for
the inability of LDCs to enter into the system whg protracted negotiation process
leading to accession — which results in exhausifdmuman, administrative and political
capital of the LDC$% This problem is faced by the developing countasswell as
LDCs alike, however, the rigorousness of the pnobis more acute in the case of
LDCs >

3.3.4.3. Opportunity ofVanuatu’s Banking Sector WTO Accessim

It is difficult to get Opportunity ofVanuatu’'s Baimg Sector WTO Accession due to
Vanuatu‘s accession process was too burdensomepewer-based for the small,
capacity-constrained countf$f, It was not prepared to sustain in the long run tad
were in excess of what many developed and devejoyiit O-member countries were
committed td®®’ Vanuatu agreed to open up retail and wholesaleicgsr for foreign
investment including the banking sector from bemignof its accession day, August
2012%%n short,it was felt that Vanuatu did not have might control over theutcome
of the negotiations. And in the absence of consultations and information,
skeptics found a pretext to oppose the entire WTO process which was very
difficult resist to the banking sector as well as the whole economy.209So, this all
it had better say Challenges of Vanuatu's Banking WTO Accession thgm@tunity

ofVanuatu’s Banking Sector WTO Accession.

20%Ratnakar Adhikari and Navin Dahalpra note 22°.3

204 Adhikari, Ratnakar (2003), “supra note 21,

2%Ratnakar Adhikari and Navin Dahaupra note 2.3

22‘; See, Ethiopian Chamber of Commerce and Sectosaidiations, supra note 2.pp..120-121
Ibid.

20%atnakar Adhikari and Navin Dahaupra note 22.

209 gee, Ethiopian Chamber of Commerce and Sectosaighations, supra note 2,p.121
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3.3.4.4. Challenges of Vanuatu’s Banking WTO Accession

The positive disposition toward accession was notetheless, helped by the economic
conditions on the ground, as the ComprehensiverReRyogram(CRP) became a source
of frustration to the count’?° Vanuatu’s accession process was suspended die to t
doubts and frustrations, the general economic dawntand the failure of the
Comprehensive Reform Program (CRP), and the pallitistability in the country?'*

Vanuatu'‘s accession process to the WTO was tooebsaime and power-based for the
small, capacity-constrained country. It was burdemdth concessions that it was not
prepared to sustain in the long run and that werxcess of what many developed and
developing WTO-member countries were committed‘1d/anuatu agreed to open up
retail and wholesale services for foreign investimanluding the banking sector from
beginning of its accession day, August 26 short, it was felt that Vanuatu did not
have sufficient control over theutcome of the negotiations. And in the absence of
consultations and information, skeptics found a pretext to oppose the entire
WTO process which was very difficult resist to the banking sector as well as the

whole economy.214

3.3.5. Lao People’s Democratic Republic WTO Accession an@®anking Sector
Liberalization Experience
3.3.5.1. Status of Lao People’s Democratic Republic Bankingector before

and after WTO Accession

219d,p119

24d,p120

22d,,pp.120-121

#3Ratnakar Adhikari and Navin Dahaupra note 22-3.

214 See, Ethiopian Chamber of Commerce and Sectosaidiations, supr note 2, p.121
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Lao People’s Democratic Republic is East Asia Lesmteloped countfy” launched
since 1986 the “New Economic Mechanism”, and griguimplemented major reforms
of its economic and trade laws and regulations flauntl the institutions necessary to a
market economy. Over the last thirty years, thedrkas been slow but steady progress,
culminating in accession to the World Trade Orgaman after about more than about
fifteen years in February, 201%.

Lao People’s Democratic Republic accession wasnizgd by Coordination to give
different discussion conference among the Lao MaticChamber of Commerce and
Industry (LNCCI), and the Lao Ministry of Industgnd Commerce (MOIC), and
International Trade Center (ITC) on WTO accessiommitments and possible business
implications to private sector representativesgdanda, society players and government
officials Lao PDR’s was one of good opportunitybanking sectof’’

The 2010 Law on Investment Promotion introduceeifprers ,with ought any statutory
limits on foreign ownership or control of commetagaterprises including the banking
sector, may invest in any sector or business exbege that the government deems to be
detrimental to national security, health or natldreditions, or to have a negative impact

on the natural environmefit

The Lao government is now working to implement ¢benmitments embodied in those
laws, and to meet the 2015 goal for creation of ABEAN Economic Community
(AEC), which will further liberalize the trading @inonment and econonfy® Also the
government of Lao PDR officially welcomes both datieand foreign investment as it
seeks to graduate from Least Developed Countrysstay the year 2020. The pace of

foreign investment has increased over the lastrabyears?°Currently according to the

2°The Development Policy and Analysis Division (DPAdithe Department of Economic and Social
Affairs of the United Nations Secretariat (UN/DESA)pra note 158.

216y S.Department of State: Investment Climate StaterExecutive Summaryune 2014,p.1

ZIAWTO supra note 61.

2% .S Department of State: Investment Climate Stater®penness To, and Restrictions Upon, Foreign
InvestmentJune 2014,p.1. There are no statutory limitsavaifin ownership or control of commercial
enterprises, but companies with large FDI projantsining and hydropower, often seek a local parto
give the government partial ownership, either fiezgly with money borrowed from the investor or
multilateral institutions.

#9.S.sura note 159

#20y.S. supra note 218.
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World Bank Doing Business 2015 reports Lao PDR sahd8' which were all most all
most non-comparable raf®™" with 2014 World Bank Doing Business report outl8®

world member?!

3.3.5.2.Lao People’s Democratic Republic WTO Accdss Process and
Commitment on its Banking Sector

Since July 1997, after more than 15 years of nafiog, the Lao PDR officially became
the WTO's 158th member in February 20%3.0n services, Laos made specific
commitments in 10 out of 12 sectors and 79 out@ff $ub-sector& In the services
sectors, it was mentioned that the ASEAN integrapoocess was said to have been the
determining factor in the WTO negotiations and tle® PDR offered some market
opening in the areas of bankiff§.Allowing market opening in the banking sect™”;is
of vital importance for small and landlocked coiggr to bring about efficiency and cost
effectiveness of backbone services. Improved ogsnand regulation of services can
contribute substantially to improving the Lao PDRusimess environment and
competitiveness of the economy as a wioéte’
Financial institutions in Lao PDR must adopt acsfielegal form. All the commitments
were subject to entry requirements, domestic lawlges and regulations and the terms
and conditions of the Bank of Lao PDR, the Ministf Finance and/or any other
competent authority in Lao PDR, as the case mayhi&h were consistent with Article
VII of the GATS and paragraph 2 of the Annex ondficial Services and do not damage
the commitments undertaken herewftfBanking Commitment was with respect to
commercial banking only and direct branching wasallowed and limited to financial

institutions licensed to provide banking servit&s.

22%world Bank, supra note 199.

ZANTO, 2009, The Multilateral Trading System—Pastesent and Future, WTO Publications
downloadable from the WTO website, 200&p://www.wto.org

2237 global membership,2018nnual Report 2013,p.8.

224\WTO Supra note 61.

225 |bid.

28VTO, 2012, The conference on Lao PDR’s WTO accessiommitments and possible business
implications, BusinessandTrade Policy Section, Ne®8 Nov. 2012,pl3.,. See more at:
http://www.intracen.org/news/Lao-PDR-accession-camments-discussed-ahead-of-WTO-
accession/#sthash.SDXInrl6.dpu

211d,p.14
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3.3.5.3.0pportunity of Lao People’s Democratic Republic Baking Sector

Liberalization

Laos Integration with the regional economy and ogss to international trade and
investment has been key elements of the developsteategy*?®and the determining
factor in the WTO negotiations. Allowing marketeming in the banking sector, was of
vital importance, to bring about efficiency and tceffectiveness of backbone services
business environment and competitiveness of theazay as a wholé*Wwhich increased
foreign direct investment from USD 25 million in @ to almost USD 3 billion in
2011%° As result the recent expansion of the bankingoseseems to be attracting
government attention. Loans and deposits have,resdating banks are expanding, and
foreign banks are opening branches in the capitalever, the government declared that
an increase in the working capital required to opdrank (from US$10m to US$33.5m)
would be in effect within the next five years, atm central bank has set up a fund
guaranteeing deposits'Following the conclusion of the negotiations, thstpaccession
phase also represents an opportunity to continuenpwove the Lao PDR business

environment?

3.3.5.4. Challenges of Lao People’s Democratic Republic Baintg Sector

Liberalization

The challenges of Laos was complicated by the kegathe past. Long years of war and
past efforts at central planning have left the ¢ounwith poor infrastructure,

underdeveloped market institutions, an embryonieape and a public sector with little
experience of managing a modernizing market econamy lack of awareness of
modern, transparent, market-based ways of doinqnéss:>® The financial sector has
been still limited, with only the banking sectovaived in attracting savings and granting

conventional loans to the economy. Recent reforege tbeen undertaken to liberalize

2288jilding Export Competitiveness In Laos,Summary &efNot Dated), p.1Document hosted by:
www-wds.worldbank.org

Z23WTO supra note 226,p.168.

230 A global membershipupra note 223.

%! Thibaut Muzart, 2010, Management Systems IntesnatjLaos’s Economic Prospects and
ChallengesApril 23, 2010,p.3. egateg.usaid.gov/term/resolitirary/region/asia/laosCache
BANTO, supra note 61.

#3uilding Export Competitiveness In Laos supra 2228, p.30.
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the sector: commercial banks are now free to seit thwn savings rates above the

Government set minimum raf&

Although, the recent expansion of the banking sestems to be attracting government
attention, loans and deposits have risen, existanks are expanding, and foreign banks
are opening branches in the capftal,he banking sector however, remains waadue

to the banking legal framework and the regulatapacity still being developed up to
2011, was one of the Policies Affecting Trade invides®®’ Foreign banks have the
necessary capital, staff and technology but theyewmt allowed to operate outside
Vientiane. The capacity of the banking sector tdilize savings was low?° Technical
assistance to Laos’ banking sector has led to gsefoems but overall capacity within the
governance structure remains pditue to Policies Affecting Trade in Servicé8.
Future development of this sector relies on aidnegs to improve the training of
personnel and to set up management and finangtreg. The Government is focusing
on the improvement of state commercial banks, tkenthem more competitive with the
private sector. The aim is to enable them to opesé#ficiently and mobilize more long-
term savings for long-term investméfit. Access by foreign services suppliers and the
provision of new financial services have not ye¢rb@rovided by the private sector in
Lao PDR at the date of accession, may be subjentetasures adopted for prudential

reasong*?

Even though services accounted for a quarter dfadle and around 37 per cent of Lao
PDR's GDP in 2011 in which the country has avesagebwn since 2009 approximately
eight percentGPt}®, and with market-oriented reforms and privatizatithe private

sector was gaining prominence in eight servicesoseadncluding banking sector. The

%341 ao0’s Current Financial Sector — Overview, pp.1-2.
www.bol.gov.la/english/financial_overview_2.htmCached

235 Thibaut Muzart, supra note 231.

28| a0’s Current Financial Sector — Overview supreerg?4, p.2.
ZT\WTO0,2012, Working Party on the Accession of LAORPReport Wt/Acc/Lao/45 to the WT QL
October 2012,P.56.

238 a0’s Current Financial Sector — Overview supreer&®24, p.2.
239 U.S. supra note 218.

249\WTO,supra note 237.

2411 a0’s Current Financial Sector — Overview supreer?4,p.2
#2\WTO, supra note 237.

2pid.
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banking legal framework and the regulatory capastiily being developed up to 2011,
was one of the Policies Affecting Trade in Servicés
3.3.5.5. Lesson Drawn from Lao People’s Democratic RepublicWTO
Accession and Banking Sector Liberalization Experiece
In general, economic integration among neighborauyintrie3*> and Coordinating
different national and international stake hold&rduring and post-accession phase were
determining factor in the WTO accession that, tlestblesson for access dinning

countries and countries seeking accession draw [fraomP DR

The challenges for Laos was complicated by the [ggicy of long year’'s war and
efforts at central planning that left the countrighapoor infrastructure, underdeveloped
market institutions, an embryonic private sectat arpublic sector with little experience
of managing a modernizing market economy and latkawareness of modern,
transparent, market-based ways of doing busiffdssadditionally, even if the country
has led to some reforms measures in bankingrsaotballow foreign participation in
banking sector, overall capacity within the govewe structure remains pédidue to
the banking legal framework and the regulatory capatill being developed up to 2011,
was one of the Policies Affecting Trade in Servic€s

That was the best lesson drawn for acceding casand countries seeking WTO

accession.

3.3.6. Yemen’s WTO Accession and Banking Sector Liberaletion Experience

3.3.6.1. Status of Yemen’s Banking Sector before and WTO A@&ssion

2bid.

*SWTO, supra note 237.

**Ibid.

247Building Export Competitiveness In Laeapra note 228p.30.

248 .S.Department of State: Investment Climate Steftepsupra note 218.
#9\WTO,supra note 237.
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Yemen the country established on May 22, 18%and presently subject to civil society
organizations in the Arab regidfieconomy has been forced to sustain the consequences
of support for the Iraqg 1990-91 Gulf War and thefl8®il war. As a result of that, since
1995 Yemen has relied heavily on aid from multlatagencies such as IMF, the World
Bank, other lenders and funds pledged in the USsustain its economy. These
international economic organization adopted différassistance strategy and economic
support package known as the poverty reduction gaodith facility (PRGF) and the
extended funding facility (EFF) for Yemérf

Several attendees raised concerns about Yemerksofa@conomic expansion, high
population growth, worsening water crisis, and ilighto contain security threats, all of
which threaten to diminish the efficacy of inteipagl financial support. Yemen remains
one of the poorest of the world’s low-income coigsy more than 45 percent of the
population lives in povert§?*As a result of that Yemen'’s financial services sestas

underdeveloped and dominated by the banking sy$tém.

As part of its WTO accession package, Yemen wasgderced to offer further stringent
commitments, to fully implement the WTO-Agreement ®RIPS by 31 December
2016°° This represents a blatant violation of the 2012ession Guidelines adopted by
the WTO General Council that recognized the emtiéet of acceding countries to
Special and Differential Treatment provisiétisand the reflection of the disinclination of
the rich world in safeguarding the interests and tights of the poorest and most
vulnerable populations of the international commyrirhese concerns have been voiced
in a letter sent to Director General of the WTO 28 November, 2013, and to which 162

CSOs from around the world were signatories, indgd 70 Yemeni

250 Republic of Yemen, Country Profile: Yemdribrary of Congress — Federal Research Divisigmgust
2008,P.1

! DC watch Arab NGO Net work for Development, YenmelV/TO Accession Commitments: A
Stalemate to DevelopmeRgr Immediate Releasd December 2013,pp.1-2.

252 Republic of Yemen, Country Profile supra note 250.

253 Republic of Yemen, supra note 250,P.9.

#“Republic of Yemen, supra note 250,P.12.

23 DC watch Arab NGO Net work for Development, supcde 251, p.1

*%Ibid.
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organization$>'Currently according to the World Bank Doing Busme015 reports
Yemen ranks 137 out of 189 world member which was all most all mosmparable
rank to 13% of 2014 World Bank Doing Business repbdft.

3.3.6.2. Yemen’s WTO Accession Process and Commitments on idang

Sector

Yemen applied for WTO membership on 12 April 200@ &VTO Ministers adopted
Yemen’'s WTO terms and conditions of entry at the Mlinisterial Conference in Bali,
Indonesia on 3-6 December 2013 and on 26 June 24 ¥/TO welcomed Yemen as its
160th membef>*Yemen would become the seventh least-developedtmyotmijoin the
multilateral trading system since 19%8.Yemen has made specific commitments in all
11 core services sect6fs to liberalizing service&? including telecommunication
services, financial services (insurance and banland the rest nine core services
sectors’®®

3.3.6.3. Opportunity of Yemen’s Banking Sector Liberalizaion

During the accession process, WTO members haveadatith Yemen to adapt its trade
regime to WTO rules and have trained Yemeni govemtrofficials and also committed
to provide technical assistance in its post-acoesgiroces$®*The EU has been
supporting Yemen's accession to the WTO since Z0@3EU Trade Related Assistance
for Yemen (so called TRAY) would support bankingtee and relevant institutions in

implementing the commitments undertaken upon aimmes¥

>71d, pp.1-2.

Z&vorld Bank, Online collection of business laws aegulations relating to business, Doing Business
reports 2015 .http://www.doingbusiness.org/law-library

Z9WTO home page,2014, Yemen and the WTO membeirnivation/ Briefing noteYemen'’s accession
to the WTQL3November 2014). available at

http://www.wto.org/english/thewto_e/minist_e/mc%ref acc_yemen_e.htnfAccessed on, 13November
2014).

*bid.

**!pid.

262 DC watch Arab NGO Net work for Development, supcde 251.

Z3\WTO home page, supra note 259.

5 |bid.

%5 gee EU statement at the final meeting of the Wigrlarty on Yemen's accession to the
WTO,Mission to the WT(26/09/13,. available
athttp://www.google.com/m?q=Eu%20statement%20%2fiato20meeting520%20yemen%?20accessio
né&client-ms.
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3.3.6.4. Challenge of Yemen’s BankingSector Liberalization

Yet, Yemen's WTO accession and Banking Liberal@athallenged by worsened
humanitarian conditions including millions of itstizens lacking adequate access to
clean water (12 million), food (10 million), badiealth care (6 million) as well as around
a million children suffering from acute malnutritioevidently signals lack of access to
basic services in Yemé&ti, Technological under development ,the economic sruial
injustices and the rising inequities that have ltorg dominated the Yemeni prospect
have spawned increasing security imbalances anticpblturbulencesthat escalated to
worrisome levels and often were manifested in armedflict?®” WTO members’
obvious violation of the 2012 Special and differaintreatment arrangements accession
guidelines adopted by the WTO General Council waster challengé®

Moreover, a fair trade agenda was necessary tconer the challenges outlined above
and respects the needs of LDCs and their righet@ldpment, including allowing them
to adopt substantial domestic regulatory and adstrative reforms related to the services
sector before, or at least associating, the liEa@bn process, so as to avert the potential
negative consequences of opening the market tagforeorporations?**But, with all
problem existing in Yemen, the extra demands fronTONto open up specific
commitments in all 11 core services sectors eslhediabanking sector regardless of
Yemen’'s development level would cause harm andhéurtviolations for Yemeni
citizens?’® Within this context, civil society organizations the Arab region and
worldwide, voice their concerns over the preseotporate wish list' agendhaat Yemen
was subject to, and that will further exacerbateynaf the challenges faced by Yemen

as an LDC"*

266

LDC watch Arab NGO Net work for Development, supade 251, p.1.
**71d.p.2.

*%1d., p.1.

**°1d, p.2.

%4 p.1

"Ibid.
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Sincel12 April 2000 up to 26 June 201#r about 14 years, Yemen was at the negotiation
table with the WTO trying to secure its place ie thternational organization which was
prolonged and complex accession pro¢éss.

3.3.6.5. Lesson Drawn from Yemen’'s WTO Accession and Bankingector
Liberalization Experience

Since building new mechanisms and finding suffitiertrained individuals were
required to begin dealing with the membership niagohs, WTO members worked
with and trained Yemeni government officials ansoatommitted to provide technical
assistance in its post-accession process as w#leaSU supporting Yemen's accession
and Trade Related Assistance for Yemen which sugpnking sector and relevant
institutions in implementing the commitments actessvas potential lesson drawn by
acceding countries and countries seeking WTO amedrom Opportunity side of

Yemen'’s the WTO Accession and Banking Liberalizatitxperience.

On the other hand, Yemen's WTO accession processnie forced to offer further
stringent commitments, even compared to other @wgeddlDCs. Yemen's WTO
Accession and Commitments challenges were WTO raesnlobvious violation of the
2012 Special and differential treatment arrangemaatession guidelines adopted by the
WTO General Council , lack of access to basic sesyitechnological underdevelopment
,economic and social injustices and the rising utggs that have for long dominated the
country, the increasing security imbalances andtipall turbulences With all problem
existing in Yemen, the extra demands from WTO teropp specific commitments in all
11 core services sectors especially in bankintpseegardless of Yemen’s development
level cause harm and further violations for Yemettizen. Therefore, since Yemen
experience is recent experience Ethiopia and &tbB€ on accession process and seeking
accession should design their own strategy to atgiguch kind of harsh commitments
not to happen. The roles of other stake holdetserside of Yemen, what those countries
must be think on it.

%2yemen’s WTO Accession Commitments: A StalematBewelopment, Arab NGO Network for
Developmen®013, (available at http://www.ip-watch.org/2013/A4/yemen-accedes-to-wto-outcry-over-
tough-trips-deadline/(Accessed on, 13 November 2014
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3.4. Conclusion of the six Countries WTO Accession and dhking

Liberalization Experience

The main summary arising from recently acceded @mmexperiences is that there is
no specific recipe can be prescribed for negotgie liberalization of trade in services,”
but that, whatever negotiating modality was cho#tetakes into account the speed with
which the economies of participating countries walde to open their markets to
international trade and the degree to which theeexgent is capable of conveying
credibility.?”*The six Countries WTO accession and banking selibaralization
experience summarized in order to draw lesson foiogia and other LDCs on process
of accession or seek the WTO membership. The lediswmn needs to be ensured at pre,

during and post WTO Accession Negotiation.

Before WTO Accession

The decision to join the WTO accession in the tguwill be made with adequate
preparation and evolution of the processes; aisabfsts advantage and disadvantage of
joining the WTO ; Set upping the National WTO WargsiCommittee comprised of key
stake holders prior to the submission of WTO apion, and at large extent accessions
negotiating relied ding on positions of model astens of other LDCs similar economic
and vulnerable characteristics foundations whidh et the direction, commitment and
dedication to the process of accessions to conéfddeurthermore, conducting many
different discussions among key stalk holders gigdtion such as academician,
researchers, public and private banking sectorsinbas and civil society organizations,
policy circles and others in formalized and comtins manner in the country regarding
the possible impacts of WTO accession on the cguatonomy in general and in

banking sector in particular is mandatory

Furthermore, conducting different WTO accession dotpassessments in country’s
economy in general and banking sector in partidoddore opening up the banking sector

is important. Country’s authorities taking a nwnlof steps to strengthen the law,

*”Tilahun Esmael ,supra note 49,p.209

2% DCs supra note 11, p.4.
27%Justin Yifu Lin, supra note 43, p.6.
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regulations and institution of domestic bankingtgeto ensure that the all banking sector
will be able to support continued rapid rates ajvgh and to be able to compete with
foreign financial institutions. The Central (Natad) bank also better to relax the more
control over banking sector. In preparation to W&O and as an experimental basis,
acceding country’s allowing foreign banks to cortdémreign currency business in

selected cities, to conduct domestic currency lassinn only in selected country’s cities
and the banking sectors themselves continually ongrcountry’s banking sector

(human, institutional, technical know-how and fingh resources) capacities constraints

are key issue¥’°

On the other hand, country’s banking sectors demdll the major problem of the
extremely gap in scale between domestic and glotetcial institution in terms of asset,
international network, innovation capability, prativity and quality services is
important. Because like what happened in Eastemoge, Latin America, South Korea
,other East Asian country and the six countrydb#hor has taken the lesson, foreign
banks are coming in to country with unprecedentasgs, advantage and ambitions. The
challenges posed by global giants are discouragmygharsh. Foreign giants which are
extremely aggressive, accelerated, and strengtien influence day by day .They are

hungry to penetrate the Country’s market and thkédream’ of the banking sector.
During Accession Negotiation

The Government continues consultation with thestalk holders on WTO accession and
on meeting their obligations following accessféfThe country’s negotiating team will

be also supported by in-depth studies and scientifi objective position papers on
various topics and the banking sector is neces$@ipreover, the Country’s

negotiating team better to take care of mistaBgraccepting some commitments
incompatible with its national long term developigoal. In addition, the country take
care of a lack of timely communication for policgaisions and a lack of clear guidelines

from the government desire for policy space andileggry capacity which forced to

2®%United States Trade Representative, 2013TR Report to Congress on China’s WTO Compliance
December 2013

?’'Samoa Sixteenth Plenary Session of the CommitteBduelopment Policy, supra note 161.

2’8 Fuzhi Chendgzambodias supra note 141.
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make commitments considered as excessive relatiibeir LDC Member status like
Cambodid”®, Nepal®®® Samo&®' Lao PDR®? and Yemeff* due to the costs associated
with WTO accession could be very high. In the SsrgiOffer, minimize the challenges
lie in its understanding on the policy and econommiplications arising from the various

services sector as well as commitments bankings&¢t

During the WTO accession process, the accedingtopuras to negotiate even for
securing S&DT, to which all LDCs members are auticaly entitled. Rejecting WTO
members’ obvious violation of the 2012 Accessionid8lines adopted by the WTO
General Council that recognized the entitlementocdeding countries to Special and
Differential Treatment provisiorf§® Because, even though the WTO accession
guidelines, recently acceding LDCs have long compththat WTO members routinely
ask them to take on commitments beyond their c#&paciduring the bidding
proces€®®The country has to received an important techrésalstance from UNDP, the
International Trade Centr&’ the WTO members WTO accession commute, including
support in the preparation of negotiating documebtslding negotiating capacity and
promoting public awareness of WTO membership, twibi enough and organized.

The country’s accession package will entail, amoftiger things, coordination across
government agencies, mobilization of external supaod diplomatic capital, and wide
consultations with a range of stakeholders, inclgdihe public and private sectors,
business communities and  civil society organizetio and farmers’ groups,
academician’s, policy makers and research ingtitsti in a formal and institutionalized
mechanism of stakeholders involvement, to redileemajority of stakeholders feel that
they are left out from the accession processetinge lack of coordination among the

different donors. This all, of course, will necést an increasingly transparent and

2"*Hussein Ahmed Tursypra note 81, pp.12-13.

#%David Leggel, Deborah Gleeson1, Wendy Snowdon2ameé Marie Thow3, supra note 80.

#lynited state America, supra note 174.

#2\WTO,supra note 237

8| DC watch Arab NGO Net work for Development, suptde 251 p.1.

24 £yuzhi Chend;ambodiassupra note 197.

L DC watch Arab NGO Net work for Development, suptde 251, p.1

26 An Analysis of the WTO Accession Guidelines forC®International Center for Trade and Sustainable
Development supra note 25.

%7 DCs Roundtable on WTO Accession supra note 11, p.6
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robust set of communication channels and are keyrument to mitigate WTO plus
obligation and minus right burden comes from WTQ@ession and banking sector
liberalization and also need to grasp the for fogga productive relationship between

them.

Generally, the lessons drawn from recently accessedtries indicate that, the WTO
accession process is quit complex and demands uporpreparation to allow well
informed decisions on banking sector policy, regafaand market situation reforms to

meet the requirement of accessféh.
Post WTO Accession

WTO members providing technical assistance for paing their negotiation capacity
and implementing their commitments at pre and pts# WTO accession is
important?®Jt is also helpful in building the capacity for ktdnolders on WTO issues,

for promoting general awareness in the countryrigg the WTO is fundamentai®

Acceding country’s economic integration among ragloand international economic
organizations like the United Nations, the IMF, atitt World Bank is vitaf’*
Coordinating different national and internation@ke holders during and post-accession
phase are determining factor in the WTO accesdiat, the best lesson for acceding
countries and countries seeking accession to drdwAcceding country be required to
know that, the WTO accession would do more harm g@od to the country’s economy
in the short run, but benefit the whole economythia long rurf®Lastly, the acceding
country has to continuously implement the counttiges WTO accession commitment in

to practice .

Generally, WTO membership will undoubtedly enableole sectors and the country’s

economy to become more integrated with the worlthemy, facilitating a better access

288 UNDP, supra note 8.
29 David Leggel, Deborah Gleeson1, Wendy Snowdon2Aane Marie Thow3, supra note 80.
290y 1;

Ibid.

®YWTO, supra note 237, p.14.
*2WTO supra note 113.
293 justin Yifu Lin ,supra note 43, p.13.
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to foreign technology, capital, and the global nearlEven if the country has led to some
reforms measures in banking sector in pre and YWoSD accession and allow foreign
bank participations in banking sector, overall @yawithin the governance structure of
banking sector comes gradually. Banking sectorn®ray the most common service

sectors that require most concern in the courslkeeo¥WVTO accession process.

Ethiopia and those LDCs currently on accessiorati@g and seeking accession to the
WTO, it is logical to expect that it may face clkaljes that recent LDCs accessed
already confronted because they are not far frarettisting above reality. They will be
more expected to be asked to liberalize its sesvgertors including the one that the
government currently considers as the key sectach @s financial especially the

banking sector for foreigners’ involvement and cefitpon.

Thus, the experiences of those countries couldstashiopia and these LDCs not to
repeat avoidable mistakes which would be committedhe course of its accession
process, its implementation and to negotiate il plahned manner with deep studies on
potential areas of liberalization commitment andwltesson on their accession process,

commitments, opportunity and challenges.
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CHAPTER FOUR

THE POTENTIAL EFFECTS OF ETHIOPIA'S ACCESSION TO
THE WTO ON ITS BANKING SECTOR LIBERALIZATION

4.1.The General Overview of Ethiopia’s WTO Accession Ngotiation

As we discuss under unit 3 above, accession tOMhe is a prolonged, multi-stage and
complex process. Essentially, the way to becomeT®Whember is through accession
“on terms to be agreed” between the acceding cpumtrcustoms territory and other
WTO members.Accession to the WTO is not an end by itself Ivsta key element for
speed up national development objectives direatljndirectly?These days, the WTO
accession process initiate with the filing of aplagation by the acceding country and the

establishment of a working party.

On behave of Ethiopia, before the country has edplior WTO membership, between
the years 1997-2003, Ethiopia has been undertakeimpact assessment studyby a
committee composed of relevant government organizsitthe private sector, academia
and other relevant stakeholders to identify the besefit analysis of joining the WTO

on Ethiopia’s economic policies, strategies, lawsd aegulations. The outcome of the
study indicated that the benefits of joining the @/dutweigh the cost. The government
of Ethiopia while discussing about the rationalegocession to the WTDproposed four

interrelated objectives. These objectives are: doelg@rate economic growth; attract

foreign investment; secure predictable and tramspganarket access and to influence the

'Tilahun Esmael,Ethiopia’s, 20012, WTO Accession Biméncial Services Liberalization: Striking the
Balance between Trade Liberalization and Domegilic{? SpaceMizan Law Reviewol. 6 No.2,
December 2012, P.207

2UNDP, 2012, Trad@olicy Studies on Implications of Ethiopia’s Intagion into Regional and Global
Trading SystemsSummary of Commission Studies UNIW02/2012(2012), p.2. Available at
http://www.google.com/m?q=Trade%20policy%20studi2e®n%20implications%200f20ethiopia&client
+ms-opera-mini&channel=new.( accessed on 14 Noverdba4).

% Melaku Geboye,2008, Ethiopians Reluctant Moveoia the WTO:A Preliminary Look at Legal and
Institutional Implications of Accession, JournalEthiopian law 2008, p. 33.

“See Tilahun Esmael, supra note 1, p.208.

Ethiopia has been applied for the accession toMH© in January 2003 and the WTO’s General Council
has established a Working Party to which the Gawerrt of Ethiopia submitted a Memorandum of
Foreign Trade Regime of the country for the consitien of WTO members. Until December 2012 the
working party has met three times and Ethiopiaithe process of responding to its fourth set @stjons
from WTO members about the workings of its econamg trade regime
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nature and direction of globalization are the maj@asons that promote and

strengthentrade by joining the multilateral tradsiygtem.

Since 2003 Ethiopia apply for implementing the Wa€ression negation agreeméhts.
The country’s accession process held the third imgrparty meeting in March 2012.
Even though there were a number of challenges coryrencounter in its accession
process, the Ethiopian WTO Accession negotiation WorkingtPavas replied the fourth
round WTO members answer to additional questioAs.the GTP | (2010-2015) “an
ambitious five-years development plan launched0bh(2to assist the country in reaching
“middle income” status, the country may acced¢h® WTO by 2015WTO member
countries  also raised different questions inti@hato clarify country’s timetable for
privatizing the (telecom, banking and power indg$tooner than it plans to open to

international competitioh’

From Ethiopia’s WTO accession negotiations viewyrfi&ey challenges have been
emphasized. Thérst refers to knowing the WTO and knowing the Systéme;second

refers to lack of capacity; theird involves complexity of the accession process aed t
fourth emanates from lack of clear rules or a systemagtjgraach to the accession

process:?

On the other hand, according to author’s intervigith Geremew Ayalew, director
general trade relation and directorate generaltbfoian Ministry of Trade, since the
start of its accession process, Ethiopia has madeynpartners that are providing
technical assistance. Among these the World Bdr&k UNDP, the EU, the USAID, and

® Briefing on the WTO Accession, Status of Ethiogitiie WTO accession procgsst dated),p.1.

® Briefing on the WTO Accessiosppra note 5

'Statement By H.E. Mr. Mekonnen Manyazewal,201Reijing 2012 Round Table on WTO Accession
Best Practices” for the Least Developed Countii€&Cs Accession: Challenges of LDCs on Accessions
China29 May 2012,p.2.

8Working Party on the Accession of Ethiopi&,Round Additional Questions and Repli#gt/Acc/Eth/Xx
[Xx] May 2012,p,12

° Geremew Ayalew , Director General Trade Relatind Directorate general of Ethiopian Ministry of
Trade, Interview with28 January 2015.

°Alemayehu Bacha, 2014, Ethiopia may delay WTO aioasReporterLatest Business Ale&8 May
2014,p.1. according toatest Business AlertReuters reported on May 28/2014 Kebede Chane shéinof
Trade, said Ethiopia might delay its plan to jdie World Trade Organizations (WTO) by 2015, if the
nation is asked to liberalize its telecom, bankang power industry sooner than the time.

YStatement By H.E. MrMekonnen Manyazewal. supra fiot
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the WTO itself were the main bodies that have h@eniding different project that help
the country accessed to the WTO. The core shortaprof WTO technical assistance
scheme were the insufficiency of budget allocatadtlie technical assistance, lack of
capacity of the WTO secretariat to meet the grovdaghand, the non-obligatory nature
of technical assistance provision of the WTO, amdeace of the WTO technical
assistance provisions that address issues of ¢gpacibuilding at domestic
level*According to Geremew Ayalew, regarding Ethiopleere was no limitation on
behalf of the WTO as well as other partner, so fowever the main problem rather,
Ethiopia’s lack of capacity to manage effectivebedhem and the inability of ministry of
Trade WTO reference office hold on trained prof@ssis who often leave the office for
other jobs. This make it difficult to the office have trained work force needed in the
course of negotiatiof?.

More over according to Interview, due to WTO menshaultilateral questions and
replies to the question didn’'t end still,the coynttidn’t accede to the WTO by
2015.Currently. The Ethiopia WTO accession workipgrty leaded by Ethiopian
Ministry of Trade founded on preparation of fourdund multilateral negotiation party
meeting. The country didn’t start bilateral tradegatiation; however, for Canada
guestions the working party gave replies. It cduddinitial stage for the country to start
bilateral negotiation. The country yet, can't stadde negotiation in Goods and in
service .Trade in service negotiation conductedhdusilateral negotiation stage, side the
Director Generat?
4.2.Ethiopia’s Banking Sector Current State Overview

4.2.1. Ethiopia’s Banking Sector Policy Overview
Ethiopia had market led economic policy in the 19%3Md 60s.The private sector and
business organizations of the time were considesedrucial elements for economic
growth. The government was acting as developmeahtagnd market regulator. The

policy and regulation of the financial sector i ttountry was also guided by objectives

2 Geremew Ayalew , supra note 9.
13 .

Ibid.
“ Ibid.
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similar to those in the free market economies. B&xeking sector of the time consisted of

government and private banks. It was dominatedamk iinance">

The Ethiopian government, however, shifted fromngemarket regulator into being
owner and planner of the economy by a socialisbltgon from 1974 -1991. The policy
change was followed by nationalization of privatzter entities and prohibition of
formation of private business organizatidfEhe post 1991 government of the country
has re-introduced market led economic policy anglemented reform measures that
have encouraged the creation of private compamdsoth the financial and the non-
financial sectors of the country. It has enableal ltirth and growth of private banking
institutionst’

More over based on market led economic politye government of Ethiopia
implemented several other financial reform measuiles'® strengthening domestic
banking sector competitive capacity before fullelidization strengthening NBE’s
regulatory and supervisory capacitiegiving the banks autononly and gradually
liberalizing its banking sectdf.

TheEthiopian banking sector policyprohibitsforeigationals or organizations fully or
partially to open banks or branch offices or suiasids of foreign banks in Ethiopia or
acquire the shares of Ethiopian banks in any fdri.results in the closed nature of
Ethiopia’s banking system in which there is no ifgmebanks participation, a non-

competitive market structure, and strong capitakais by NBE?

*So0lomon Abay, 2011, Financial market developmeslicp and regulation: the international experience
and Ethiopia’s need for further reform, Dissertatitubmitted to Faculty Law of University of Amstard
February 2011, p.1.

Ipid.

Ypid.

18 Alemayehu Geda, 2008, The Structure and PerforemahEthiopia’s Financial Sector in the Pre and
Post Reform Period: With Special Focus on Bank2@§)8, p.1.

¥Alemayehu Geda and Jacqueline Irving, 2010, Marke#sfrica,Ethiopia 2010, p.117.

2Alemayehu Geda,supra note 18,p.13.

21 NBE, 2008, Banking Business Proclamation No. 59282Bederal Negart Gaze2808,.Art. 2(5) and Art.
9.

%2 Kozo Kiyota, Barbara Peitsch, and Robert Sterf720rhe Case for Financial Sector Liberalization i
Ethiopia’, Gerald R. Ford School of Public PoliclgelUniversity of Michigan, Ann Arbor, Michigan,
Discussion PapemNo. 565, p. 19; Solomon Abay supra note 155.3
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4.2.2. Ethiopia’s Banking Sector Regulation Overview
According to the international experience, the lagkector regulations in the developed
market countries have been used to pursue thetiMgic of achieving monetary policy
objectives. The governments and central banks encthuntries have often formulated
monetary policy as one of their major economic @e# and transmitted it through the
instruments of financial regulatidfiThe banking sector has been the heart of the
economic system that if not managed properly, haspotential to generate financial
system and macroeconomic instability to the geneublic and the governmefit. The
international economic organizations, including Yerld Bank, the IMF and the WTO,
have also appreciated the need for strengtheningpettion in the banking sector and
reducing regulations that weaken this. They hase atlvocated for the consideration of
competition as one of the major aims of financegulation and recognized the need for
restraining it when it fails to achieve its aifi§hey have been used to protect investors,

consumers, the public and the economy from the etargf market failuré’

In the Case of Ethiopia, post-1991 period the aguihtas conducted financial and
economic policy reforms in the Which has focusedh@nfunctions of restructuring and
increasing autonomy of the government owned fire@nigstitutions, expanding the credit
and savings facilities to the private banking sea@ahancing the prudence of the money
supply and the exchange rate of the Ethiopian aid balancing the state budget by its
transitional period economic poliéit has also authorized the NBE to promote the
objectives of maintaining price and exchange r&abilty, fostering healthy financial
system, and creating the conditions for rapid eoooalevelopment by its establishing

laws?It has re-established the NBE as central bank arahdial sector regulator and

#30lomon Abay , supra notel5, p.16.
“bid.

3d, p.17.

Ibid.

?|d,p.18.

B1d, p. 21.

A1d, p.22.
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opened the banking sectors for domestic privatestment by enacting monetary and

banking, licensing and supervision of banking besgnproclamations in 198%.

Whereas, Banks play an important role in econoreie@tbpment through mobilization of
funds from within and outside the country and cledinig such funds to various sectors
of the economy by occupy a central place in thenmt and settlement system of the
country’'s economy® The banking sectors are still under strict regoiest of the
government? The business of banking has a number of attributésh, if not managed
properly, has the potential to generate finangiatesn and macroeconomic instability to
the general public and the government. So, it $em®$al to ensure safety, soundness and
stability of the banking system by having a compredive law for the licensing and

supervision of the banking businéss.

Despite improvements in the regulatory framewotle supervisory capacity of the
National Bank of Ethiopia remained weak in terms lalving qualified banking
supervisors, largely due to an acute shortage alifepd banking supervisors. In recent
years however, the NBE has made a concerted dfiodevelop its capabilities over
time3*The government issued Proclamation No. 591/2008ddawgust 11, 2008, in
order to increase the autonomy of the NBE. In otdeslarify and strengthen its role as
the regulator and supervisor of the banking sedize NBE issued different

regulation/directive from time to time.

State owned Commercial Bank of Ethiopia and Coostn and Business Bank are
subjected to Banking Business Proclamation No.58#2and all regulations/directives
that any private bank is subjected to. There ibartking business regulation or directive

that is exclusively applicable to private banks.cofirse, Development Bank of Ethiopia,

*FDRE, 1994, Council of Ministers Regulations todkze domestic private investment
in the banking industry Proclamation No. 84/199%ddé&ral Negarit GazetAdddis
Ababa,1994.
*NBE,supra note 21,p.1.
AACCSA,2012, The Review of the Legal and Institnib Framework for Market Competition in
?I,Eafgigpia”private sector passion pap2009,p.112.

id.
%Admassu Bezabehl and 2Asayehgn Desta, 2014, BaSkictgr Reform in Ethiopia, International
Journal of Business and Commerde|. 3, No.8: California, Apr 2014 ,p.30. Both &48&.D. School of
Business and Leadership, Dominican University dff@aia San Rafael, Californiavww.ijbcnet.conp.
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which is a state owned bank, is subjected to diffetoan classification and provision
regulation as it deals with distinct business motteln other commercial banks.
Otherwise, all commercial banks, private or pubdie equally regulated and supervised
by the National Bank of Ethiopf&.

On the other hand, Risk-taking is an inherent etgroé banking and, indeed, profits are
in part the reward for successful risk taking. tmicary, excessive, poorly managed risk
can lead to distresses and failures of banks. Riskstherefore, warranted when they are
understandable, measurable, controllable and withibank’'s capacity to withstand
adverse resultAlthough, underdeveloped, the banking system inidpth has
witnessed a significant expansion over the pastyeavs. The NBE believes such growth
should be matched to strong risk management peactid\s a result, The NBE has also
revised the risk management framework it issue2Dd3 to all banks so as to incorporate
latest developments in the area should be matahsttdng risk management practices
which it must at least contain: active board andi@emanagement oversight; adequate
policies, procedures and limits; adequate risk mooimg and management information
system; andadequate internal control. It coversntbst common and interrelated risks
facing banks in the country, namely, credit, liqiyidmarket and operational risks. The
guidelines are thus expected to assist risk-baspeérgision and contribute towards
safety and soundness of the banking sysfem.

Despite the government’s initiative to upgrade ringulatory and supervisory capacity of
the NBE, and gains achieved in improving the quatit NBE’s staff, the progress
achieved to date remains unsatisfactory. As a cpmesee, the National Bank’s
supervisory capacity remains weak. In its receninty report on Ethiopia dated
November 2010, the International Monetary Fund édarghe Ethiopian Government to
enhance the ability of the NBE to recruit and retgualified staff to ensure the
institutional absorption of the technical assiseanmovided by the Fund and other

partners in this area.” With a continuing brainidrsignificant progress in this area is

%WTO, supra note 8,p,12

NBE, 2010,Risk Management Guidelines (Revised),Baumgervision Directoratdlay 2010,p.1
¥Id,pp.1-2.

*bid.
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unlikely to take place in the near term. Howevée threat of a banking crisis may

embolden the government to continue with its podi€prohibiting foreign bank entry®

4.2.3. Ethiopia’s Banking Sector Market Situation
Today Ethiopia as LDCs has vast and wide free ma&eess opportunity such as US,
African Growth and Opportunity Act (AGOA), Europeémion (EU) Everything But
Arms (EBA) market opportunity, the duty-free quétee market access by General
system of preference (GSP)which is the provisibrpreferential market access for
LDCs by major emerging economies such as Chindiajnand Turkey!This is
concerning country’s free market access opportubity concerning banking sector

market situation it is analyzed below.

Banking sector is generally considered brain f& ¢iconomy as it engenders financial
innovation and promotes efficiency in the finan@gstem, potentially leading to higher
economic growti{?Moreover, uncompetitive market does not reflectttive position of
the market and hence, banking sector liberalizatigh allow countries to reach the
optimal productive frontier. An important charagéc of the banking liberalization
process for most of the developing world is théuixbf new foreign bank&’ which have
mostly its own benefit and risk. Hence, banking sector is among the most common

service sectors that require most concern in thieseoof the WTO accession process.

Banks in the Ethiopian case are competing in teomservice quality and efficiency

(including use of technological advances), branetwork expansions, advertising and

*Id, p.36.

**Tamiru Wube, 2015, Ethiopia Chamber of CommerceSeutorial (ECCSA) Advocacy Division head,
Interview with, 21 January 20015, at his office .

*y/. Ancharaz, P. Ghisu, N. Frank, 20 ®hiopia: Deepening Engagement with India througitdr
Market Accesfevelopment and LDCNovember 2014,p.1.

*Jennifer Moyo§; Boaz Nandwa; Jacob Oduor§ And Anyh®impasa, 2014 ,Financial Sector Reforms,
Competition And Banking System Stability In Sub-8&hAfrica,“Macroeconomic Challenged Facing
Low-Income Countries” International Monetary Funfashington DC, January 30 — 31,
2014,p.1.

*3samuel Adams1* and John Agbemade2,2012, Finarnio@hlization and banking sector performance in
GhanaAfrican Journal of Business Managendeht6(47),, 28 November 2012,p.11598.

Available online at http://www.academicjournals /&gBM

* Tadele Geremew, 2013 ,The possible Benefit ankl &figthiopian making Multilateral Liberalization
Commitments in its Financial Services Secloint LL.M in Law and Development University of
Warwick and Mekelle Universit, 15 February 2013,p-11
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prices, put in the order of their significarit®uring the fiscal year 2013/14 the number
of banks operating in the country reached 19 otwhi6 were private, and the remaining
3state-owned. During the fiscal year 2013/14 thieseks opened 480 new branches
raising the total branch network in the countr21p08 from 1,728 last ye&iDespite the
number of banks operating in Ethiopia increase ,otvexr Ethiopian banking sectors has
been operating in monopolistic competition enviremi’ The state - owned
commercial banks account for nearly two - thirdshaf banking sector assétsr over

70% total capital and about 60% foreign loan safitce

The banking system accounts for about 80% of exaéts of the financial sector, and is
dominated by state-owned banks, mainly the CommleBank of Ethiopia (CBEY® The
national bank annual report 2013/14 compared t®/2@khows, public banks account
for total bank branch network 1003 or 45.4 % froB0 &r 50.3 last year of bank
branches while the private banks total bank braretivork 1205 or 54.6 % from 859 or
49.7 last year of bank branches. On the other hauidjc bank 44.7% from 51.6% total
capital share of last year while private bank 5588 48.4 total capital share of last
year (Table 4.5} Banking branch to population ratio coverage dedifrom 1:49,826
people to 1:39,402 in 2013/4and concentrated mainly in urban areas, makinpfth
one of the most under-banked countries in sub-&ahAfrica® and it is amongst the

major under-banked economy in the wotld.

The significant branch expansion was undertakenCbynmercial Bank of Ethiopia
(CBE) with 124 branches, followed by Oromia Intéro@al Bank (44 branches),Awash

451Zerayehu Sime Eshete, 2Kagnew Wolde Tesome, 3ifeshtetama Abebe, 2013, Competition in
Ethiopian Banking Industry,Full Length Research égffrican journal of Economics vol.1)5
December 2013, p.176. Avaliable onlineww.internationascholarsjournal.org

“NBE 2013/2014Annual Reportp.50.

“’NBE supra note 4f.52

“8Admassu Bezabehl and 2Asayehgn Desta, supra ngpe284

9 Andualem Hailu, 2015, Awash International Ban& ®lanning and Business department Manager,

Interview with, 28 January 2015.

*NBE supra note 4p.52

lpid.

*2NBE supra note 46.

*AfDB, 2014, Organization of Economic Cooperation &evelopmentUNDP 2014African Economic

Outlookp.9www.africaneconomicoutlook.org.

%41 Zerayehu Sime Eshete, 2Kagnew Wolde Tesome, 3fresKetama Abebe supra note 45.
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International Bank (38 branches),Cooperative BahiOmmia (31 branches), Dashen
Bank and Bunna International Bank (30 branches)ed&drhan International Bank (26
branches), and United Bank (24 branches). The stiapriblic banks in total branch
network slightly went down to 45.4 percent at the ef 2013/14 from 50.3 percent last
year signifying the steady growth in private bartks2013, Addis Ababa had 33 percent

share in total bank branch®s.

Similarly, the banking sector market computatidnaion moreover likes, the NBE over
regulated the banking sector ,but this bankingoseegulation is its own positive side to
save the country from anti-money laundering anchtaring the financing of terrorism
(AML/CFT) wvulnerabilities crimes which is disturome of the international country
currently® and the recent directive requiring private comratzanks to invest 27% of
their loan disbursements in 5-year NBE bonds ararual interest rate of 3%, while the
minimum deposit rate is 5%, would put private mitkuneven ground to compete with
the public bank¥ which cause the Public-Private Dialogue ForumDO(PP between
members of the private sector and the governmegdardeng the controversial 27 %
NBE-Bill imposed on private commercial bafkand the situation in which the overall
concern of the business community of Ethiopia Igrgeculated around the availability
of finances; specifically bank loatf8vhich the government availing adequate amounts of

financial resources exclusively to the private gedh the manufacturing sector or

*NBE supra note 46, pp.50-52.

%8 Ifrem Mesfin, Ethiopian bankers Association sefi@searcher and par-time lecturer of AAU,Fiche
campus department of Business and Economics, latemwith, 22-01-2015

> NBE, 2011, bills purchase DirectiveBirective No.MFA/NBEBILLS/001/201April 2011.

*8Staff Reporte?014, The Ethiopian Public-Private Sector Dia®@iorum (PPD),The Report#8
September 2014 http//www.thereporterethiopia.cod@iphp/in-depth/;se®awit Taye, Governor roasts
banks slammed study sponsored by the EthiopiamBaaCommerce and Sectoral Association (ECCSA),
.the reporter 07 June 2014 ,which states, “The study assefting easier to say that currently the private
sector in Ethiopia is accessing financial resoufam® alternative societal financial sources likgu, a
traditional instrument of saving, than it is gegtinom the formal financial institutions like bankshich

the Governor of the National Bank of Ethiopia (NBEgklewold Atnafu , argued that the latest
information about the financial sector did not ate the types of alarms that the study detailed, b
currently commercial banks have a combined eighbbibirr in excess reserve at NBE.”

Ibid.
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planning to join th&sectors which are the priorities for the governrisedevelopment
strategy”*

The country starts gradual liberalization of bagks®ctor to domestic investor since post
1991 but, the banking sector market situation e tstill found at infant stage. So, up
to what time the sector still found at infant stadgesen though the country were under a
lot of progress; however, not achieved desirablellef banking services. All the
services are at their beginning stage of developnaenl a substantial size of the
Ethiopian population still lives without them. Thmanks are also weak compared to
foreign bankers’ giants such as City bank, New Ydoknk, Industrial and
Commercial_Bank_of _China, etc in their fixed capitaservice types, governance and
competitiveness. The sector is still in generalhfant compared to international
giant€’due to banking sector has not fully diversifiedpdernized, automated and

networked their services.

In general, the Ethiopian Banking sector Marketi&@ibn shows, even though there were
a lot of improvements over time in the sector, #éxésting country’s policy inhibits
foreign bank entry in any form, not allow purchaseshares by foreign nationéfs a
non-competitive market structure, strong capitaitaas in place, and heavy dominant
role of state-owned NBE’s regulation. Thus, theseai need to upgrade the level of
Ethiopia’s banking sector market situation to figmi€ more computation in the sector.
4.2.4. Ethiopia’s Banking sector current Challenges

According to a series of interviews, different bigksector reports and studies shows
even though government took a lot of reform torgitk banking sectors, however

Ethiopian banking sectors still have a lot of Chafles that need further

 Ibid.

®181K 0zo Kiyota , Barbara Peitsch and Robert M. Steapra note 22,p.132.

%2 |frem Mesfin, supra note 56.

%3Solomon Abay, Financial supra notel5, p.16.

®Ashenafi Beyene, 2012, Banking reform and SME faimg in Ethiopia: Evidence from the
manufacturing sectprAfrican Journal of Business Managemevibl. 6(19), 16 May2012,
Department of Public Financial Management, EthiopfZivil Service College, Addis Ababa,
Ethiopia.
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improvement$°Such challenges are  capacity constraint in tevmsapital adequacy
and technological know-hd\% private banking sectors banking infancy as well a
beginners; lack of banking cultifeand shortage of skilled man pow&rstill a need to
strengths the NBE regulatory and supervisory sysba®ed on world bank’s bank
supervision guidelines and Basel committee of baplsupervision,best “risk based

supervision practice” modé¥.

The othercurrent Major challenges of banking seidrquidity mismatch in terms of
local and foreign currency resource inflow and fatv, frequent network/connection
failure,® Ethiopian bankers association’s near organizetifaund at infant stage to
represent the banking sector. On the other handifmarsector themselves closely
working problem with and the banking sectors didm#ate full sense of ownership on
their association is the other internal problemtltd banking sectd'Moreover, the
recent directive requiring private commercial bartks invest 27% of their loan
disbursements in 5-year NBE bonds at an annuaiklstteate of 3%and the competition
in the Ethiopian banking industry is basically eiped by competition between
commercial banks. Despite the number of Ethiopiakiig sector increase over time ,
the Ethiopian banking industry has been operating monopolistic competition
environment in which the state - owned commercial banks accéomnearly two -
thirds of the banking sector as<étsr over 70% total capital and about 60% foreigamlo

source”

6E*‘(Confidential), Commercial Bank of Ethiopia, Resdaand Development Department three Expertise,

Interview with, 26 January2015, at their office.
% (Confidential) supra note 65& Tamiru Wube supréert.
™ Tamiru Wube, supra note 40; Ifrem Mesfin supra @& Chala Lema, Oromia International Bank S.C
Planning and Research Division Manadeterview with 28/01/2015.
®8CBE, 2014/15, % Quarter Corporate performaneDecember,2014,pp.1-5; Chala Lema, Oromia
International Bank S.C Planning and Research DinidManager|nterview with28 January 2015;
Andualem Hailu, Awash International Bank, Plannamgl Business department Manatgerview with,
28 January 2015.
8 “Confidential” 2015, National Bank of Ethiopiaerts, interview with11 February 2015.
O CBE Chala Lema, & Andualem Hailu supra note 68.
1 |frem Mesfin supra note 80.
2 NBE,supra note 69; Yeshiwork Yimer, 2015, DashemiBS.C Legal Department Manager, personal
view Interview with 28 January 2015.
SNBE supra note 46, p.52.
"“Admassu Bezabehl and 2Asayehgn Desta, supra ngpe284
> Andualem Hailu, supra note 49.
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In general, Ethiopia’s Banking sector current Ghadles aréthiopia’s banking sector
infancy, lack of banking culture, the technologiEaow-how ,and shortage of skilled
man power, a non-competitive market structure irictwhdespite the high banking
concentrations, the sector’s has been operatingpimopolistic competition environment,
strong capital controls in place, heavy dominahé @f state-owned NBE’s regulation
and weak regulatory and supervisory capacity oftbgonal Bank of Ethiopia current
Challenges which need further improvement in Hitsio banking sector.
4.3The WTO Accession Rules and Acceding Countries Expence for
Ethiopia Banking Sector
As discussed under unit 3 WTO memberships will haike-ranging social, cultural, and
economic benefit and impact&That means, only firms that can compete effectively
draw tangible benefits from access to new markKéBonsequently, it is imperative that
the impact of accession to the WTO is clearly ustderd and the constraints and external

factors that determine successful integration aaiy examined®

Making liberalization commitments in banking seatoder GATS framework may result
in both benefits and riskS.However, there is no clear cut formula or univessandards
for liberalization of banking sector in GATS framank. Banking services liberalization
policies largely depend on country-specific comi§ on the basis of which countries
could follow different commitment scenarios whileey opt for banking liberalization
commitment$® Therefore, “there shall be flexibility for accediniDCs for opening
fewer sectors, liberalizing fewer types of trangsart, and progressively extending

market access in line with their development arthay’s unique situatioft:

ECCSA, How to Optimize Advantages of Accessiothi® World Trade Or-ganization and Measures to
be Taken to Meet Possible Challenges, A Reviewtbiogian Economy and WTO Accessi(iviot Dated
), p.3.
www.ethiopian chamber.com/how-to-optimize-advantage-of-accessenNTO
i
Ibid.
Bbid.
"®Tadele Geremew supra note 4488
*Ibid.
81 An Analysis of The WTO Accession Guidelines fomseDeveloped Countriesupra note 81
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Global experience with financial liberalization hasen a mix of be wildering array of
experiences. “Several countries have suffered erioanking crises following the
opening of their financial markets, and bankingsesi have generally been good
predictors of currency crise&'The relationship between liberalization and a lramk
crisis depends strongly on the strength of capiggulation and supervision. The
probability of a banking crisis is high in a coyntwith very weak regulation and
lethargic supervision. By contrast, the probabilitiy a banking crisis decreases with

liberalization in a country with stricter regulatiand vigorous supervisid.

Moreover Liberalization of banking sector, whethaultilaterally or by other ways, can
cause both benefits and risks. Due to the naturgade in banking services and the
importance of banking sector for the economy ajdanegotiation on trade in banking
sector is one of the key issues in the accessioneps of the WT&Liberalizing
banking sector is the most important issue thal take the lion’'s share of the
negotiatior®> Hence, for successful banking sector liberalizattberefore, it is essential
that specific prerequisites are in place. Prudengigulation and supervision of financial
systems, adequate macroeconomic policy and refofrdemestic banking sector market
situation, appears to be crucial for achieving fuential gains of liberalization of
banking sectof® In other words, a more liberal trade regime enaged by the WTO

membership may expose infant banking sector tmg&ocompetition from abrodd.

Despite the WTO accession guidelines, from prakctizav those LDC accessed to the
WTO until 2014 faced variety of challenges in twirse of their accession proc&ss
have long complained that WTO members routinely thekn to take on commitments

beyond their capaciti®®r exceed those required from LDCs and other deimip

®Tilahun Esmael supra notepl219.

#Admassu Bezabeh1 and 2Asayehgn Desta, supra ngpe334

8Gebrehiwot Ageba &Derk Bienen, 2008, Ethiopia’s éssion to the WTO and the Financial Services

Sector, Trade and development discussion p&peober 2008, Munich, P. 1.

8 Gebrehiwot Ageba and Derk Bien, supra note 84.

8 Tadele Geremew Tessema ,supra note 44.

8’AACCSA,Review of the Legal and Institutional Franwet for Market Competition in Ethiopidrivate
Sector Developme2009.Emailpsdhub@addischamber.com

8Ratnakar Adhikari and Navin DahdlDCs’ Accession to the WTO: Learning from the Casé$lepal,

Cambodia and Vanuafouth Asia Watch on Trade, Economics & Environm@RWTEE), Kathmandu,

Nepal2008,,P-3

89 An Analysis of the WTO Accession Guidelines fomseDevelopedsupra note 81p.3.
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countries that joined the organization in its eayBars or® forced to accept more
onerous terms of negotiations which go beyond thécific capacities and even beyond
WTO requirementSmainly due to lack of technical assistance and cigpaonstraints
which comes as the result of weak policy, un stiteey regulatory framework and
capacity constraint of banking sector. So, LDGgeantly on the accession negotiation
or seek to accessed in the future, it is logicadxpect that it may face such challenges
that those recent LDCs accessed already confrofitieds, the experiences of those
accessed countries could assist these LDCs neptat avoidable mistakes which would
be committed in the course of its accession processnmitments and during

implementatior’?

The one scenario of commitments for Ethiopia whichke the country to stay at the
current level of liberalization. First, liberaltean commitments have tended to become
more serious over time. This becomes evident ealpediom the situations that recent
acceding LDC'’s countries have been required hilggrélization commitments compared
to early acceding countries. Nepal and Cambod&iwio LDC'’s that joined the WTO in
April 2004 and October 2004, have committed torkhtiee 76 and 93 sub-sectors,
respectively in financial services contrast to 20esub-sectors that in average LDCs had
committed during the Uruguay Roufith the area of services, Vanuatu was asked to
make offer in 18 areas, which is more than fourenthe average for existing LDC
members of the WTO. The only two major exceptiang/hich Vanuatu was not willing
to commit itself were telecommunication and disitibn services, due to domestic
political compulsions. However, towards the endhaf negotiations it had to give in to

the pressure of the USA and agreed to open thermskctor

While, Samoa Concernirgght to Private Ownership and Establishment diffiésectors
shows that, foreign Investors are permitted 100%exship in all different sectors of the

industry including the banking sector, with thegxtten of conditions for restricted

90(h;
Ibid.
*Hussein Ahmed,2013, Making the WTO accession mrlEthiopia: Lessons from Cambodia and
Nepal, Abyssinia Law Reviex2013,p.13.
92 1hi
Ibid.
“|d,pp.41-42.
%“Ratnakar Adhikari and Navin Dahalupra noteP.88.
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activities® and in Yemen, the extra demands from WTO to open specific
commitments in all 11 core services sectors esiedrabanking sector regardless of
Yemen’'s development level would cause harm andhéurtviolations for Yemeni

citizens®®

To achieve the WTO Accession and Banking sectdssrdiization objectives for
Ethiopia, the representative of Ethiopian governmesgotiator’'s having extensive
understanding of the WTO accession rule in a céedananner is very vital. In formal
and continuous manner making broader discussiothenWTO accession rule and
implication of WTO membership in between all reletvaountry’s stakeholders such as:
Government, policy makers, private and public ss¢tacademicians, researches,
business and civil society organizations to puplece at pre and post WTO accession
affirmatively®’

The Ethiopian WTO accession working party stratay plan the way of getting
technical assistance and capacity building comegrtihe Ethiopia’s WTO accession and
banking liberalization case from the concerned bloelpre starting bilateral negotiation.
That, of course, will necessitate an increasinglgngparent and robust set of
communication channels and stimulate a forgingoaytive relationship between them
as well as for the country.To mitigate WTO plusightion and WTO minus right, apart
from personal knowledge and skill of negotiatore&@img clarities on the WTO
accession rules and building one’s own countrigmcidly are the major lesson drawn
from acceding countries for Ethiopia and LDC etession Negotiation and seeking
accession in the future.

Challenges that hinder the furthering of the cogdatitWTO accession can be caused by
limitations in banking sector policy analysis, fafation, negotiation, monitoring and

implementation. The government and the NBE areldapaf developing, reviewing and

%see USASamoa’dnvestment Climate Statemgedtine 2014,p.4.

Foreign Investors are permitted 100% ownershiglidifierent sectors of the industry with the
exception of conditions for restricted activitieddow.The following businesses are reserved for $amo
Citizens only:1. Bus transport services for theggahpublic,2. Taxi transport services for the gahe
public,3. Rental vehicles,4. Retailing,5. Saw mlj6. Traditional elei garment designing and
printing,Restricted List — Open to foreign investapon condition.

% DC watch, Yemen's WTO Accession Commitments: AlState to Developmeritrtab NGO Net work
for Development4 December 2013,pp.1-2.

®’Hussein Ahmed supra note 91, p.1
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executing banking sector policy, regulation and keasituation. Capacity building is
utmost priority particularly in enhancing the temah and institutional capacity banking
sector with additional staff, training and infragtiure is absolutely important.

Furthermore, programs on banking sector policiastb#e strengthened at universities.

On the other hand, some WTO members such as thedJgiates, Canada and European
Union have expressed concerns over Ethiopia’s paolat to allow foreign participation

in its financial and telecom sectors. It is notiquefor Ethiopiato negotiate for
‘transitional period’ to open up some sectdf&e WTO also,doesn’t ask any country to
completely open its services sector. What WTO askshat you give access to third
party on terms that have to be negotiated. ButHose sectors that you have decided to
open your economy, you have to give the same dondifor any foreign providers that
you are giving for domestic oné¥.

The experience of African and Asian countriesdme extent comparable with Ethiopia
and may be particularly relevant for Ethiopia asgirthbackground and/or transition
processes shows that countries which strengthéimedsupervisory and regulatory
framework of banking sector prior to the introdastof liberalization fared better than
those that liberalized firs"*

Generally, the lessons to be drawn from the abovi@VWdccession rule and country
experiences shows that, a well-designed coordimatstructure that allows all
stakeholders to participate in understanding theOWAEcession rule before accessed to
the WTO and liberalize its banking sector is sigaifitly important. Accession requires a
pro-found consideration and work in the areas afkvay sector-related legislation and
law enforcement, economic and policies, developn@nfinancial, institutional and

human resources capacity of banking sector is. vital

%d,p.16.

* WTO, 2010, WTO to Discuss Ethiopia's Membership Bid,CapitalMd®ctober 7, 2010.

199 Arancha Gonzalez, 2014, Executive Director oflttiernational Trade Center (ITGthiopian
Reporterl3 December 2014. http//www.thereporterethiopia/omshex.php/interview/itemlist/user/66-
yohannesanberber
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4.4. Argument For and/ or Against Ethiopia’s Banking Sedtor Liberalization

In the liberalization of banking sector, much debahd conflicting evidences has been
raised in recent years about the implication odrghization in banking sectors in GATS
context in the world®® Liberalization of banking sector has both benafitd risk. The
first is, it has been argued that liberalizationtlod Banking sector would help to bring
competitive financial sectors in local economy r@ased domestic competition; likewise,
by introducing international practices and imprayithe scale of banking sector;
competition would increase the efficiency of dores$inancial system. This in turn
guarantees financial market to improve their serweath lower prices and widens
choices for consumet§3and competition increase the efficiency of banksygtem
easier and more effective diversification of riskew skills, new products and
technologies may be diffused into the domestic anlsystem, which assisting its
modernizatiort®

Moreover, liberalization of the banking sector ¢tesaan opportunity for cross-border
flow of capital funds. This ease country’s accessternational capital and this in turn
assists to bring much needed capital for produdtivestment. Likewise, liberalization
of the banking sector may have a lion share cautioh to countries long run economic
development®There have also been a large body of theory anderwes study
confirms that liberalization of banking sector haeaded to bring a potential benefits
such as improve the competence of domestic sel¥fi8aidy that interrogate the
relationship between foreign bank entry and thieieficy of domestic banking sectors of
thirty countries during the periods of 1995-2002oalindicates that policy towards
allowing foreign bank entry increases the efficiemand diversification of local banid
besides increasing the competition in banking seotarket situation it can also provide
an impetus to an improvement in the banking se@gulatory and institutional system

due to mainly liberalization of banking sectovitas foreign players which enters the

192 Tadele Geremew supra note 44, p.21.
193 pig

194Gebrehiwot Ageba, supra note 84, p.1.
195 Tadele Geremew supra note 44, p.21.
199d,p.22.

71d, pp.22-23.
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domestic economy with greater experience, moreistgdied financial instruments and
advanced risk manageméfit.

On the other hand, liberalization of the bankingi@eleads to risk. The study conducted
on eight Asian countries and a cross-country stuay forty-two countries during the
period 1973-2003% confirms that liberalization of the banking seatauld not yield a
more stable source of credit for domestic borrowatswould try to “cherry pick” the
most desirable markets and customers, leavingdheesdtic banks with higher-risk assets
and customer5? a theoretical based study on the effects of fordignks in poor
countries also suggest that opening domestic mddetoreign banks hurts small
business access to crédtfitand thereby likely to increases economic cri&and it may
only service profitable market segments; they matygive priority to issues of poverty
alleviation and the access of low-income and rbesled savers and borrowers to
financial services and this risk may be exacerbdettpending on the banking structure
and regulatory capacity, foreign financial seryiceviders encourage the development of
oligopolistic, rather than competitive, bankingustures:*® Financial liberalization is
likely to lead to capital transfer or outflows whjdn turn, affects countries balance of
payment and is often a cause of financial cfisiBhis is especially true in developing
and least developing countries, where banking sea@te too young to compete with

foreign banking institutions backed by huge capitad better experienc&

Moreover, the cross country data on commercial hagklation and ownership from
over 60 countries find that state ownership of Isdfik opinions based on data of
government owned banks from 92 countries around wWwrld, and using a

comprehensive dataset of bank liberalization ifh &¢0untries during the period 1982-

%%1d, p.22.

1d, pp26-27.

105 eprehiwot Ageba, supra note 84, pp.1-3.

Tadele Geremew supra note 44, p.26.

2 |pid.

3Gebrehiwot Ageba, supra note 84, pp.1-3.

"*Tadele Geremew supra note 44, p.25.

bid.

"8ymer Khalid, The Effect of Privatization and Libkzation on Banking Sector Performance in Pakistan,
State Bank of Pakistan (SBP) Research Bulébtume 2, Number 2, 2004,.406.
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2000 *finds that government ownership of batiRsesult in “less competition, greater
political intervention and weaker corporate govegewere strong theoretical arguments
against state ownership of banking settdiEven though the result was that but, their
findings indicate that in developing countries, lgarliberalization was more likely the
lower the quality of the country’s banking secttire more right wing the country’s
government is, the more accountable to its petple.

Similar to the two complaining sides of baking hdlezation in the world, there were
arguments for and or against liberalization of Bikiopian baking sector to the outside
world. Proponents argue that opening the Ethiop@mking sector to foreign investors
has the benefits of improvements in the overalicieificy of the sector increased
employment opportunity and increased access tgtue?* the transfer of skills for
employers and regulators, and greater financidilgiaby reducing the need for cross-
border flows™?® Similarly, the importance of greater opennessfareign participation in

enhancing financial intermediation and economiagind*

On the other hand, opponents fear liberalizationif® risks of financial instability,
weakening the domestic financial institutions amiess, legitimate concerns have been
expressed about allowing domestic banking expareiahthe increased entry of foreign
capital into Ethiopia, Such measures could resyltthe possibility of leaving out the
poorest section of the society from accessing ifential institutions? destabilizing
disruption caused by “hot money” flows and skewé#dcation of credit toward more-
attractive borrowers, such as larger industrial ganmes that already have access to bank

lending, rather than smaller-scale enterprises.d@monstrated by the 2008 global

Yibid.

B1bid.

Ibid.

1204, pp.405-407.

121 Tom Keatinge, 2014, “The Role of Public and Pevaector Banking in Ethiopia’s Future Economic
Growth,” Global Center on Cooperative Secyridgptember 2014, p.2.

122\1ehreteab Ghebremeskel,2013(1) ‘Integration offtirdopian Financial Service Sector through
Regional Financial Arrangements: A Step before WAG@ession? Law Social Justice & Global
Development Journa?013 p.1.

122 Tom Keatinge, supra note 121.

124K 0zo Kiyota , Barbara Peitsch and Robert M. Steupra note 22, p.131.

125Tom Keatingesupra note 121.

126 K 0zo Kiyota, Barbara Peitsch, and Robert Stermasuopte 22, pp.17-18.
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financial crisis, uncontrolled banking expansiom ¢ highly damaging for economies,
particularly within the current globalized finaniysten:2’

However, both rapid reform and long delay of libieedion are not, accordingly, justified
for the country as the former can lead to crisiessfollowed by strong regulation while
the latter will mean unduly postponing the potdrtianefits of international competition
and inflow of finance to the countf§?

According to authors interview and discussions veitime expertise of NBE, Ethiopian
chamber of Commerce and Sectorial Association,otan Ministry of Trade, Ethiopian
Banker's Associations, Awash International Bank ,Sashen Bank S.C, Oromia
International Bank S.C. and Commercial Bank of &tla about argument for and/ or
against Ethiopia’s banking sector liberalizatiom view of Ethiopia accession to the
WTO, the following are some of the important poigneffects that raised by the

interviewed parsons.

According to the interviewfirst, banking liberalization may have positive effeatsthe
efficiency of the banking sector in the country’arket. This is because domestic banks
are forced to compete with more efficient foreiganks with upgrading skills and
technological know-how transfet&’

Second, the entry of foreign banks through banHibgralization may improve NBE
Regulatory and supervision capacity through reguyaspillover°, foreign banks may
brought new skill and quality services and new cédpte of the banking sector
technological know-how?’employment opportunity’and lastly, the entry of foreign

banks may brought access to finance especiallydpaortunity**

By the same token, according to the interview, bamMiberalization carries certain

economic risks. These arérst, banking liberalization may cause financial fragili

12'Tom Keatingesupra note 121.

12650lomon Abay, supra note 15, p.29.

129 Tamiru Wube, supra note 40; “Confidential”, CBHpg note 65;Yeshiwork Yimer, supra note 72;
Chala Lema, supra note 68.

130 (Confidential) CBE, supra note 65 and (Confidaiiti NBE,supra note 69.

B! (Confidential) CBE, supra note 65 aGdremew Ayalew , supra note 9.

132 (Confidential), CBE, supra note 65.

*3Chala Lema, supra note 68 at@onfidential) NBE, supra note 69.
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rather than financial stability through capitabfit due to the NBE’s in ability to regulate
and supervise the sophisticated foreign giant Bammktgerms of capital adequacy, more
advanced technological know-how, qualified humasouvece capacity and quality
service™*

Second Foreign banks may not address directly issuepookrty alleviation and the
access of low-income and rural-based savers amdwers to financial services?

Third, banking liberalization may cause to Ethiopiaraimtfbanking sector computation
problem with foreign giant banking sector with madvanced and diversified in terms
of Capital adequacy, technological know-how, qiedifhuman resource, and service
quality which lead Ethiopian banking sector capilight which case financial instability
and crises®® Especially on behave of Ethiopia infant and begisnprivate banking
sector’s liberalization cases the computation bl with international giant banking

sector as stated under third point abbVe.

Fourthly, although, Ethiopian banking sector have undertakéot of progress in terms
of  deposit mobilization, banking branch out reabliman resource development,
banking culture, but country’s infant banking sedtll need a lot of improvement due
to deep- rooted capital adequacy problem and ldckaaking culture**® in order to
compute with foreign giant banking sectors reabest stake holders needs world-class

banks by winning the public confident®.

The summary of the interview shows that bankingasds generally considered as the
brain for the economy among the most common sesgcéors that require most concern
in the course of the WTO accession that will allcountries to reach at mostly its own

benefit and risk.

Y*Chala Lema, supra note &onfidential), CBE, supra note §6pnfidential NBE, supra note 69 and

Andualem Hailu, supra note 49.

3% (Confidential) CBE, supra note 65.

138 All the interviewed private and public banks of Ethiopia as well as, EthiopiabankersAssociation and
Ethiopian chamber of commerce and Sartorial Association raised such risk as their current concerns, Addis
Ababa, January, 2015.

7 Ibid.

B¥Tamiru Wube, supra note 40.

139 yeshiwork Yimer, supra note 72.

96



To sum up, concerning the debate of argument fdfoaragainst Ethiopia’s Banking
Sector Liberalization in recent years, it can astée possible to come to an intermediate
position that banking liberalization can contribute potential gains in the form of
competency, efficiency and providing efficient dapireallocation for productive
investment based on the level of the banking umsbihs, the household, and the whole
economy priority of the country. The available @nde also, however, the argument for
and/or against liberalization of banking sector associated with the Ethiopia’s
government launching prudential regulatory anccnmaconomic policies and sound
banking sector market computation situation envirent. In the absence of effective
regulatory, supervisory regimes, sound competiti@nestic banking sector market
situation and appropriate macroeconomic policiesproitment towards banking sector
liberalization may not have positive impacts. Evarse, liberalization potentially leads
into serious financial crisis. Thus, it is argudthtt liberalization does not pose a
dangerous threat by itself, rather the absencepfopriate policy, legal and regulatory
institutions, and uncompetitive banking sector readituation poses a dangerous threat
by itself.
4.5.Potential Effect of Ethiopia’s Banking Sector Libemlization
commitments
Despite heavy pressure from the United States Gavemt'*%he Ethiopian government
continues prohibiting the entry of foreign ban&stie country by law*!.This section is
devoted to consider the issue of Potential effett Bbhiopia’'s banking sector
Liberalization commitment in terms of the GATS thguishes between four modes of
trade supplying services listed in Article I:20ss-border trade supply, consumption
abroad, commercial presence, and presence of haperaons).These modes are
essentially defined on the basis of the originef $lervice supplier and consumer, and the

degree and type of territorial presencethey havieeatime of service delivery.

“9Admassu Bezabehl and 2Asayehgn Desta, supra ngie 32-36.

141 NBE supra note 21.
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4.5.1. Mode 1 Cross-border supply of banking services tothiopia

Cross-border supply is defined to cover services flows from the teryt of one
Member into the territory of another Member (e.gnking or architectural services
transmitted via telecommunications or méaff).Consumers can buy banking services
through "long-distance" purchase while physicalgmaining in their home country
known as "cross-border supply” or Mode 1. Todaghme®logical advancement mainly in
information and telecommunication has greatly fat#d cross-border supply of banking
services, with Internet-banking .The supply of avise through telecommunication or
mail is an example of cross-border supply sincesereice supplier is not present within
the territory of the member where the service liveeed or consumetf?

In mode 1 the numbers of alternatives to liberafinancial services trade are limited.
These are the status quo; conditional liberalizatind the removal of all restrictions of
cross border supply of financial servicé$The status quo is the scenario in which it
carries the possibility of rejecting the cross leorslupply of financial services in Ethiopia
from a financial service supplier located abrdé&dconditional liberalization is the
scenario in which the opening of cross-border suppl financial services with
limitations like phasing out of barriers over ansdion period; or restricting the type of
sectors, the amount of capital or the group ofgesr institutions allowed to engage in
this mode; or allowing the use of cross-border sumd financial services only in
explicitly listed exceptional casé¥ The removal of all restrictions of cross border
supply of financial services is the scenario inchtto fully open the cross border supply
of financial services?’

International money transfer using foreign banksasimon in Ethiopia despite limited

use of cross-border supply of banking services tmelegal, technological and

142\WT0,2015, GATS: objectives, coverage and discgslilvTO 2015

Disclaimer http://www.wto.org/

143 The Impact of Ethiopian Accession to the WTO arFiilnancial Service Sectdrl..M thesis Faculty of
Law University of Oslo, December.2014,p.24.

“*1d, ,p.30.

“bid.

“*The Impact of Ethiopian Accession to the WTO orFitsancial Service Sectdr|..M thesis Faculty of
Law University of Oslo, December.2014,p.32.

“71d,p.33.
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communication barrier§Ethiopian laws in principle do not allow cross tder supply

of banking servicesexcept in few cases. Cross-lbdraleking services in Ethiopian are a
limited to borrowing from abroad by the governmeuime state-owned enterprises (e.g.,
Ethiopian Airlines), and exporters (without a gaveent guarantee of foreign exchange
availability).**°

The economic impacts of allowing Cross-border bagkservices in Ethiopian are,
exposure to foreign exchange risks and spillovdeces of foreign capital market
developments and technology transfer are vital idenations. Acceding countries so far
have chosen cautious approaches to Mode 1 libatiah, but there might be pressure
from WTO Members for the liberalization of crossber trade at least in certain sub
sectors. It should be noted that cross-border tiratbanking services is a mode of supply
that is most dependent on international capitaisfiers.Liberalization of this mode is
therefore difficult unless accompanied by liberatlian of the capital account. Ethiopia,
with major drawback in the supply side of servicadhuge gap between imports and
exports and chronic shortage of foreign curren@nnot afford to undertake capital
account liberalization. As both past and curremarficial crises have shown, cross-border
supply of financial services exposes a country tgpdlover effects from external
crises™°

Therefore, maintaining capital controls (stayindpound) is the best option for Ethiopia.
Hence, a careful approach in opening the bankinyices sectors appears to be
advisable.

4.5.2. Mode 2 Consumption of banking services by Ethiopiasmiabroad

Consumption abroadrefers to situations where a service consumer {eugist, student
or patient)moves into another Member's territoryotatain a servic&Consumption
abroad of banking services, i.e. an Ethiopian pegmening a bank account while being
abroad is virtually impossible to observe or monifthe whole transaction takes places

outside of Ethiopia and also typically involves aovery limited transnational capital

%8d, p.24.

g, p.18.
%d,pp.30-34.
PYWTO,Supra note 142

99



flows which would allow indirect monitoring. Likege, the importance of mode 2 trade
in banking services, and hence its potential immarcthe Ethiopian Banking services
sector or the economy in general, is limit&dThere is no prohibition on ‘consumption
abroad’ of banking services in Ethiopia, as longsash purchase of services complies
with foreign exchange regulations of Ethiopia. Tda@me is true for Mode 2 sale of
banking services, i.e., there is no prohibition cmmsumption of banking services by
foreigners while they are in Ethiopi& The opening up of this mode will only require
few legislative changes as Ethiopia currently does prohibit Ethiopians from going
abroad and consuming financial services other taiging the disclosure of foreign
currency at the time of entry and éxftThe experience of recently acceded countries
with the exception of Nepal also shows that thiddenbas been fully liberalized in all
cases. Therefore, offering full liberalization bfs¢ mode, which bears no cost, is a risk-
free decision for Ethiopi&?>

4.5.3. Mode 3 Commercial presence of foreign banking seatoin Ethiopia
Commercial presenceimplies that a service supplier of one Member [disthes a
territorial presence, including through ownership lease of premises, in another
Member's territory to provide a service (e.g. damesubsidiaries of foreign insurance
companies or hotel chainsf Regarding commercial presence in Ethiopia, banking
services are exclusively reserved for Ethiopianomals (natural and juridical persons).
Foreigners are prohibited from operating bankingises in Ethiopia fully or partially>’
Furthermore, Investment Incentives and Investmenta® Reserved for Domestic
Investors Council of Ministers Regulation No. 27@¥2, under Article 3(1)(a), 3(2) and
4, provides that banking sector is exclusivelyresd for Ethiopian Nationals. Similarly

Article 2(15) of thesame legislation defines “Compato mean a share company in

*’Geberahiwot Ageba &Derk Bienen, supra note, p.14

The Impact of Ethiopian Accession to the WTO orFitsancial Service Sector, supra note 143.p. 18.
*1d,p.35.

>31d, p .36.

BSWTO,Supra note 142

>’NBE,2008, Banking Business Proclamation No. 592820€deral Negart Gaze?f08,. Art. 2(5) and
Art. 9; 2. FDRE, 2002, Investment Proclamation N8®/2002,Federal Negarit Gazetarear 8,
No 27, Addis Ababa, 2nd July 2002; FDRE, 2003, @duof Ministers Regulations on
Investment Incentives and Investment Areas Redefee Domestic Investors No 84/2003,
Federal Negarit Gazet&Xear 9, No. 34, Addis Ababa, 7 February 2003 mwas of investment
listed in the schedule attached to these regulai2¢h).
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which the whole sharesare owned by Ethiopian natsoand registered under Ethiopian

laws having its head officein Ethiopia.

Potential Benefit Associated wittMode 3 Commercial presence of foreign banking
sectors in Ethiopiawill bring a number of benefi&irst, Mode 3 Commercial presence
of foreign banking sectors in Ethiopia may imprdN&ional bank of Ethiopia regulation
and supervision capacifyy by allowing regulatory spill ovef®The experiences of
countries that liberalize their banking sector shihat strengthening regulatory and
supervisory framework before liberalization cope thp effects better than those that
liberalized first®* Because if there is no strong capacity to corgrmh foreign banks,
financial liberalization could lead to potentialiygh disruptive financial crist&? which
the technological advancement and new paymentragsteay be used to some evil acts
like money launderind®®

Secondylode 3 Commercial presence of foreign banking secto Ethiopia benefits
financial efficiency due to high competitibfof foreign banks will promote
competitiveness and efficiency in the banking seb Computation demands the
domestic banks continuously upgrade their skill anwdeasing technological know-how
in the banking servicé® to stay in busines$’ Similarly, Competition of Foreign banks
have an advantages compared to domestic banksemiciag client’s active in more
than one country, they can achieve benefits froneaping best-practice policies and

procedured®

81bid.
*Ibid.
199G eprehiwot Ageba and Derk Bienen, supra note 846P.
*d, P. 16.
'*2Kozo Kiyota, Barbara Peitsch, and Robert Sternaupte 22, p. 17.
Biniam Shiferaw,2011, Money Laundering and Countasures: A Critical Analysis Of Ethiopian Law
With Specific Reference to the Banking Sector, A3k Submitted to The Law Faculty of Addis Ababa
University, March, 201 1pp.72-73.
1%k o0zo Kiyota , Barbara Peitsch and Robert M. Steupra note 22,p.13ladele Geremew supra note
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1%°Admassu Bezabehl and 2Asayehgn Desta, supra ngie3a4
158 0nse Bane, 2013, Proceedings of the First International @cerice on the Ethiopian Economy: Banks
and banking, Foreigigthiopian Economic Association Publicatigiolume: |, Addis Ababa,2013-05-27,
Ethiopia. http:www.eeaecon.org/taxonomy/term/5191
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Third, Mode 3 Commercial presence of foreign bankingosecin Ethiopia benefits
employment opportunity and increase access totd@dihe poor:® In Ethiopia, where
a large part of the population does not yet havessto banking services, it is easier for
foreign banks to gain market share and theref&etdylieasier to make a higher profit.
Fourth, foreign banks have advantages in the form of nagess to finance, including
having access to external liquidity from their pdardanks, which may lower their
funding costs'’® which cause currently the Public-Private Dialogoeum (PPD) one of
the main concern of the business community largebulated around the availability of
finances; specifically bank loans§:

Finally, by being larger they may achieve other scale rdg@s such as utilizing more
advanced and sophisticated risk assessment madgiget them a competitive edge over

fragile Ethiopian banksg!?

In generalPotential benefit associated withMode @n@ercial presence of foreign
banking sectors in Ethiopia will seek to improvetibiaal bank of Ethiopia regulation and
supervision capacity by allowing regulatory spieo, will promote competitiveness and
efficiency in the banking sector by continuouslygrarling their skill and technological

know-how to provide quality services in the banksagtor.

The preceding discussion has highlighted the faat Mode 3 Commercial presence of
foreign banking sectors in Ethiopia have a sigaificbenefit not only for banking sector
but also for the whole econom{® However, studies have proven that Mode 3

Commercial presence of foreign banking sectorstiofiaentails potential risks?

First, Most of the concerns relate to the effects whiof ¢éntry of foreign banks with

more capital and more experience may take oveddmeestic financial sector, which is

%% 0zo Kiyota , Barbara Peitsch and Robert M. Stsupra note 22, p.13Tadele Geremew supra note
44, p.37.

0 bid.

'staff Reporter, 2014, Shortage of Finance and Tiigi®Private Debaclepublished in Business and
Economy13September 2014,P.1.

2 Admassu Bezabeh1 and 2Asayehgn Desta, supra ngt822
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too young and inexperienced to compgteThese potential effects limiting competition
may lead to skewed credit allocation at the experigeoor local creditor$® towards
large scale industrial, real estate and servicerpnses (including trade), i.e. into the
most profitable products—the so-called "cherry pigk argument — and away from
agriculture!’’ less credit to small and medium-sized enterpri€asd rural areas, which
are sectors of high priority in the government'sedi@oment strategy/.’ These all, may
cause financial fragility® distress, financial instabilit§'rather than financial stability in
country banking sectdf?

Second Mode 3 Commercial presence of foreign bankingassecin Ethiopia causes,
foreign banks may not be interested in mobilizingmeéstic savings. They may
concentrate on lending mainly for trade purposesaipital city and other urban centers
using foreign funds, contributing little towardstdevelopment of rural banking. Thus,
the fear that outreach of the banking system mayadyg decline rather than expand as a
result of foreign bank entri??

Third, Mode 3 Commercial presence of foreign bankingtaecin Ethiopia cause
dominance in the domestic banking sector, exposidiré¢he country’s economy to
economic shocks and fluctuations in the countfiés.

Fourth, the effects of Mode 3 Commercial presence of ifporebanking sectors in
Ethiopia in particular short-term capital flowsyé@mn banks may serve as conduits for
the inward and outward flow of such capital fligfimay cause foreign exchange and/or
liquidity shortage¥® especially during economic crisf&At the same time, foreign
banks are likely to incur additional costs and fawere obstacles when compared to

domestic banks. They may have less information ewegpto local banks on how to do

175 Gebrehiot Ageba&Derk Bienensupra note 84, P.12.

178 Tadele Geremew supra note 44,p.38.
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business in Ethiopia, putting them at a disadvantag least until they have been in the
country for some time. Moreover, foreign banks niigh exposed to discrimination by
individual customers. Additionally, diseconomiesghti arise because of an institutional
environment that is culturally differefft®

On the other hand, the Ethiopian Government arthssNTO accession would help to
facilitate economic growth, attract foreign invasnt, secure predictable and transparent
market access, allow it to have a say on the direcdf globalization:**enhancing
financial intermediation and economic growth, buhi&pian government remains
strongly opposed to banking sector liberalizati@due to concerned about the potential
impact of foreign bank entry on the developmenthef domestic banking sector, access
to and the allocation of credit, domestic savingsbitization, the country’s capital
account, and currently the inability of the centvahk to supervise foreign banks and the

new products and services that they introducettganarket™

Generally, Mode 3 Commercial presence of foreignkivey sectors in Ethiopia currently
infant banking sector in the absence of adequdieyp&egulation and market situation
environment may, however, lead to risks. Thus, M®@d&ommercial presence of foreign
banking sectors in Ethiopia does not pose a dangdfoeat by itself; rather the absence
of appropriate policy, prudential regulation andulatory institutions, and uncompetitive
market situation accelerate financial instabiliydacrisis'®? Given their current state in
terms of capital, human resource, technology eixisting domestic banking sector
would be exposed to stronger competition withoutefiging from the transfer of know-

how and technology in this scenario. This impligteladvantage and huge risk of failure

188 Admassu Bezabehl and 2Asayehgn Desta, supra 4p83.
189Melaku Geboye supra note 3, pp. 339+-362
119%0 Kozo Kiyota , Barbara Peitsch and Robert MrrStsupra note 22, p.131.

Ibid.
19250lomon Abay, supra notel5, p.27 Badele Geremew supra note 67,ps8fting that,Achieving the
goal of Liberalization of Financial sector depemsadequate prudential policy measures, the apptepr
regulatory and supervisory framework, All of whiahe lacking in Ethiopia. In the absence of effextiv
regulatory, supervisory regimes and appropriateraggmonomic policies, commitment towards financial
liberalization may not have positive impacts. Ewgarse, liberalization potentially leads into sesou
financial crisis. For instance, the main causeufehfinancial crisis for many countries in the paat due
to the weak regulation and supervision of finandibkeralization.Hence, therefore, in the existing
Ethiopia’s circumstances; weak regulatory and maoanomic policies; and underdeveloped financial
system, it is most probably difficult for Ethiopta reap the potential benefits and avoids the risks
financial services sector liberalization.
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from infant industry argument point of view. Thevgenment of Ethiopia negotiate to
stay with progressive liberalization of Ethiopibanking sector with particularduration
for maintaining the status quo upon which it willuild domestic financial
servicecapacity. Such opening requires a numbereaisures from the government , each
banking sectors and stakeholdE¥& he best thing , therefore, is the country to tieg®
for to stay at the current level of liberalizaticommitmentin Mode 3 Commercial
presence of foreign banking sectors in Ethiopiatandave commitment level behind the
current level of liberalization commitment for fwé consideration.Thismay serves as a
con cessation not to committing in banking servioeshe reason that this are more risk
phone and difficult to regulat&®

4.5.4. Mode 4 Presence of natural persons in Ethiopia torpvide banking

services

Presence of natural persongonsists of persons of one Member entering thiéder of

another Member to supply a service (e.g. accousitdottors or teachers). The Annex on
Movement of Natural Persons specifies, howevet, Members remain free to operate
measures regarding citizenship, residence or adcesse employment market on a

permanent basis>

The use of this mode and its impact on the Ethiopaonomy is consideredto be
minimal. There will also be less pressure from dlceession negotiations and perhaps
less concern from domestic economic consideratiomsrds committing to thismode.
Almost none of the recently acceded countries mamtamitments in this mode and
thus,Ethiopia can, similarly, reinforce any strgtdbat keeps its economic and legal
interest.However, liberalization in this mode reqaithe movement of people and labor

askinggood labor standards and that will requirerm@ment of the laws of Ethiopt&

*The Impact of Ethiopian Accession to the WTO orFitsancial Service Sectasyupra note 143)p.40-

44.
¥*Splomon Abay , Acceding to the WTO From a Leastddeped Country Perspective, the Case of
Ethiopia,Studies in International Economic LaWnot dated ), p.193.

WTO,supra note 142.

The Impact of Ethiopian Accession to the WTO orFitsancial Service Sectasupra note 143 pp.50-
51.
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Ethiopian current financial laws and practiceswalforeign expertise to provide technical
services in exceptional the temporary movement scd&8oncerning the temporary
movement of natural persons in Ethiopia , the NBiS lfioreseen the possibility to
authorize consultants, actuaries, surveyors, Igsesgsors and loss adjustors that have
already been licensed abroad to give such seriiideghiopia:®® The temporary presence
of these types of natural persons in Ethiopia c®mamendable to enable intra-corporate

transfer of knowledg&®
4.6. Conclusion

Before Ethiopia has applied for WTO membershiptween the years 1997-2003,
Ethiopia has been undertaken an impact assessnetyt to identify the cost benefit
analysis of joining the WTO on Ethiopia’s econonmolicies, strategies, laws and
regulations. The outcome of the study indicated tha benefits of joining the WTO
outweigh the cost.Since 2003 Ethiopia apply for lempenting the WTO accession
negation agreements.From Ethiopia’'s WTO accessiegotiations view, four key
challenges have been emphasized. fireerefers to knowing the WTO and knowing
the System; thesecondrefers to lack of capacity; théird involves complexity of the
accession process and tfmurth emanates from lack of clear rules or a systematic

approach to the accession proc@Ss.

TheEthiopian banking sector policy prohibitsforeigationals or organizations fully or
partially to open banks or branch offices or suiasies of foreign banks in Ethiopia or
acquire the shares of Ethiopian banks in any fnit results in the closed nature of
Ethiopia’s banking system in which there is no ifgmebanks participation, a non-

competitive market structure, and strong capitakis by NBEZ*

¥71d,p.51.

%1d, ,p.18.

%1d,p.51.

2gtatement By H.E. MrMekonnen Manyazewal. supra ifot

201 NBE, 2008, Banking Business Proclamation No. 5928Federal Negart Gazefa008,.Art. 2(5) and
Art. 9.

202K 0zo Kiyota, Barbara Peitsch, and Robert Sterpraunote 22, p. 19; Solomon Abay supra note 15 ,
p.356.
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More over based on market led economic politye government of Ethiopia
implemented several other financial reform meastile®® strengthening domestic
banking sector competitive capacity before fulletidization strengthening NBE's
regulatory and supervisory capacitiggving the banks autononfy* and gradually

liberalizing its banking sectéf?

According to a series of interviews, different bisugksector reports and studies shows
even though government took a lot of reform torgitk banking sectors, however
Ethiopian banking sectors still have a lot of Chafles that need further
improvement$’®Such challenges areEthiopia’s banking sector infaas well as
beginners, lack of banking culture, the technaalknow-how ,and shortage of skilled
man power, a non-competitive market structure inictvhdespite the  banking
concentrations, the sector’s has been operatingpimopolistic competition environment,
strong capital controls in place, heavy dominam¢ @f state-owned NBE’s regulation
and weak regulatory and supervisory capacity of Nlagional Bank of Ethiopia are
Challenges which need further improvement in Hitsio banking sector.

Making liberalization commitments in banking seatoder GATS framework may result
in both benefits and riskS’ However, there is no clear cut formula or univessandards
for liberalization of banking sector in GATS framank. Banking services liberalization
policies largely depend on country-specific comi§ on the basis of which countries
could follow different commitment scenarios whileey opt for banking liberalization
commitment£®® Therefore, “there shall be flexibility for accedin.DCs for opening
fewer sectors, liberalizing fewer types of trangsart, and progressively extending

market access in line with their development anthay’s unique situatiof®?

20%plemayehu Gedlasupra note 18, p.1.

20%Alemayehu Geda and Jacqueline Irving, supra note.197.

20°Alemayehu Geda,supra note 18,p.13.

206‘(Confidential), Commercial Bank of Ethiopia, suprate 65.

*Tadele Geremewusupra note 448p

*%bid.

209 An Analysis of The WTO Accession Guidelines fomseDeveloped Countriesupra note 81
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Global experience with financial liberalization hasen a mix of be wildering array of
experiences. “Several countries have suffered erioanking crises following the

opening of their financial markets, and bankingsesi have generally been good
predictors of currency crise&™ The relationship between liberalization and a bamk

crisis depends strongly on the strength of capiggulation and supervision. The
probability of a banking crisis is high in a coyntwith very weak regulation and

lethargic supervision. By contrast, the probabilitiy a banking crisis decreases with
liberalization in a country with stricter regulatiand vigorous supervisidn:

Moreover Liberalization of banking sector, whethaultilaterally or by other ways, can
cause both benefits and risks. Due to the naturgade in banking services and the
importance of banking sector for the economy ajdanegotiation on trade in banking
sector is one of the key issues in the accessioneps of the WT®*Liberalizing
banking sector is the most important issue thal take the lion’'s share of the
negotiatior3 Hence, for successful banking sector liberalizgttherefore, it is essential
that specific prerequisites are in place. Prudengigulation and supervision of financial
systems, adequate macroeconomic policy and refofrdemestic banking sector market
situation, appears to be crucial for achieving fuential gains of liberalization of
banking sectof* In other words, a more liberal trade regime enaged by the WTO

membership may expose infant banking sector tmg&ocompetition from abro&d®

GATS and the analysis of the accession benchnfarkiDCs adopted by the WTO
general counsel at the end of July 2012 with thetaifurther strengthen, streamline, and
operationalise the 2002 LDC accession guidétfhare flexible in allowing Sector-
specific commitments contains exception or flexilpeovisions which allow WTO
members to depart from their obligations or comraeitts under the agreement in very

specific circumstance which is so called “prudantiarve- out” which allow WTO

2Tilahun Esmael supra notepl219.

*"Admassu Bezabehl and 2Asayehgn Desta, supra ngwe354

2’Gebrehiwot Ageba &Derk Bienen, supra note 84, P. 1.

213 Gebrehiwot Ageba and Derk Bien, supra note 84.

2% Tadele Geremew Tessema ,supra note 44.

ZI°AACCSA ,supra note 87.

218 An Analysis of The WTO Accession Guidelines for@® supra note 81, P.1.
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members to take measures for prudential reasomtuding for the protection of
investors, depositors, policy holders , and foispreing the integrity and stability of the
financial system; and progressive liberalizatianline with national policy objectives
and level of development of individual membershbaterall and individual sectors. The
member countries are not only agreed to faciligaté simplify the accession process for
LDCs, they have also agreed to look into otherdssuch as market access and technical
assistancé!'Thus, there shall be flexibility for Ethiopia opegi fewer sectors,
liberalizing fewer types of transactions, and pesgively extending market access in line
with their development situatidi®oreover, WTO member also“shall take into account
the serious difficulty of Ethiopia as acceding LD@xlertaking commitments, in view of
their special economic situatidil human resources and technical capabifftfeand
their individual development, financial and tradeds.”?*

Despite the WTO accession guidelines, from prakctizav those LDC accessed to the
WTO until 2014 faced variety of challenges in tiweirse of their accession proc&és
have long complained that WTO members routinely thgkn to take on commitments
beyond their capacitiéSor exceed those required from LDCs and other deumsip
countries that joined the organization in its eayBars or’** forced to accept more
onerous terms of negotiations which go beyond thécific capacities and even beyond
WTO requirement&mainly due to lack of technical assistance and cigpaonstraints
which comes as the result of weak policy, un stiteey regulatory framework and
capacity constraint of banking sector. So, LDGgantly on the accession negotiation
or seek to accessed in the future, it is logicadxpect that it may face such challenges
that those recent LDCs accessed already confrofitieds, the experiences of those

accessed countries could assist these LDCs neptat avoidable mistakes which would

27 Ratnakar Adhikari and Navin Dahal, supra notes8,

“8An Analysis of The WTO Accession Guidelines for LBGupra note 81.

21911
Ibid

220 Ratnakar Adhikari and Navin Dahal, supra note 88.

221 An Analysis of The WTO Accession Guidelines for@8 supra note 81.

222Ratnakar Adhikari and Navin Dahal, supra note 880P

zj An Analysis of the WTO Accession Guidelines fomkeDeveloped, suprete 81p.3.
Ibid.

#2%Hussein Ahmed,2013upra note9}p.13.
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be committed in the course of its accession processnmitments and during
implementatiorf?°

Generally, the lessons to be drawn from the abovié@VWdccession rule and country
experiences shows that, a well-designed coordimatstructure that allows all
stakeholders to participate in understanding theOMAEcession rule before accessed to
the WTO and liberalize its banking sector is sigaifitly important. Accession requires a
pro-found consideration and work in the areas afkvay sector-related legislation and
law enforcement, economic and policies, developn@nfinancial, institutional and

human resources capacity of banking sector is. vital

Potential effect of Ethiopia’s banking sector Lilezation commitment in terms of the
GATS distinguishes between four modes of trade Iyupgp servicesopenness varies
based on the mode of supply. It is closed from censial presence of foreign banking
sectors in Ethiopia (Mode 3).Cross-border supplybahking services (Mode 1) is
permitted for selected services in banking sect@ress-border purchase of financial
services is not explicitly regulated. There is mohbition of consumption-abroad of
banking services (Mode 2) as long as foreign exgbarquirements are met. The same
is true for Mode 2 export of banking services. Hipawith regard to the presence of
natural persons in Ethiopia to supply banking sewi(Mode 4), the NBE allows certain
kinds of service providers to deliver their seniizéthiopia??’

Therefore, maintaining capital controls in modesthying unbound) is the best option for
Ethiopia. Hence, a careful approach in openingbiduweking services sectors in mode 1
appears to be advisable. The offering full libezaiion of mode2, which bears no cost, is
a risk-free decision for Ethiopia. Mode 3 Commdrpi@sence of foreign banking sectors
in Ethiopia infantbanking sector, in the absenceadéquate policy, Regulation and
market situation environment may, however, leadsiks.The best thing, therefore, is the
country to negotiate for to stay at the currenteleof liberalization commitment
(gradually liberalization of Ethiopian banking s@cuntil it builds domestic financial

service capacity)in Mode 3 and to leave commitmenelbehind the current level of

226 14;
Ibid.
*’The Impact of Ethiopian Accession to the WTO orFitsancial Service Sectasupra note 149.23.
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liberalization commitment for future consideratibhismay serves as a con cessation not
to committing in banking services for the reasomsk aught weight the benefit and
difficult to regulate.*®Concerning the temporary movement of natural peysion
Ethiopia mode 4, the temporary presence of thgsestpf natural persons in Ethiopia is

recommendable to enable intra-corporate transfenoivledge??

CHAPTER FIVE
CONCLUSION AND RECOMMENDATION

*!Splomon Abay supra note 194, p.193.

*’The Impact of Ethiopian Accession to the WTO orFitsancial Service Sector supra note 143, p.51.
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5.1. Conclusion

Similar to the two complaining sides of bankingeliélization in the world, there are
arguments for and/ or against liberalization of Hikiopian baking sector to the outside
world. Proponents argue that opening the Ethiop@mking sector to foreign investors
has the benefits of efficiency, increased employmepportunity,improve NBE
Regulatory and supervision capacity, foreign banisy brought new skill, quality
services and new technological know-how.On the rothand, opponents fear
liberalization for its risks of financial instaldyyi weakening the domestic financial
institutions and the possibility of leaving out tpeorest section of the society from

accessing the financial institutions.

The WTO, which comes into being on January 199%ésmost important international
organization that governs world trade.The purpdsth® WTO is to ensure that global
trade functions smoothly, freely and predictablige™WTO provides the institutional and

legal foundation for the new multilateral tradingt®&m under the GATS.

Securing unlimited liberalization for financial sere is the aim of GATS framework.
Quite in the contrary, GATS framework is targeted drder to eliminate adverse
discriminatory measures against financial marketess. GATS  Sector-specific
commitment allow acceding LDCs to adopt framewaok Eiberalization of Banking
Sector commitments that fit with its particularoeomic circumstances maintaining
adequate domestic regulatory controls and provitiEes wide discretion to depart from
its specific market access and national treatmamingitments if that country is doing so
for a prudential reason. Acceding LDCs shall notexpected to offer full national
treatment, nor are they expected to undertake iaddit commitments under Article
XV of GATS. But, commitments from acceding LD@say vary depending on each
country’s particular circumstances. Therefore, eacheding LDC shall identify its
priority service sectors and sub-sectors and makeonable offers commensurate with

its specific situation and capacities.

Ethiopia and those LDCs currently on accession timgand seeking accession to the
WTO, it is logical to expect that it may face clkaljes that recent LDCs accessed

already confronted because they are not far froenekisting reality. They are more
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expected to be asked to liberalize its servicesosedncluding the banking sector for
foreigners’ involvement and competition. Thus, tlesson drawn from the WTO
Accession and Banking Liberalization Experiencetlod countries such as: Nepal,
Cambodia, Samoa, Vanuatu Lao PDR and Yemen have tpoough this process after
19995 underline that a well-designed formalizeditmonal coordination structure that
allows all national and international stakeholdguarticipation as well as the WTO
members technical support in pre and post the Wa€essionnegotiations is crucially
important. Accession requires a pro-found consitteraand work in the areas of banking
sector policy, regulation and market situation glovith development of banking sector
institutional framework and human resource capacity

Moreover, the lesson drawn from those six chansfesvs that, to accomplish the WTO
accession successfully, extensive preparationdoanaerted manner especially country’s
conducting WTO accession impact assessment stuciyunty’s economy in general and
in specific sectors in particular, adoption of bastession Model practice from LDCS
having similar economic and voloranability charastes, Accession negotiation is

relied on government position of best accessiontig@apart from negotiator’s personal
knowledge and skill. The country’s active integratiof regional and international

economic membership such as IMF and World Banktisl.V

The result of a series of interviews and studie&timopian baking sector al so shows
that, Ethiopian’s banking sector liberalization nteywe positive effects on the efficiency
of the banking sector; improve NBE Regulatory angesvision capacity; may have
employment and wages opportunity; efficient quaBgrvices and technological now-
how; access to finance. However, currently Ethigpanking sector liberalization has
risks and uncertainties the banking sectors.Suclteras are: the NBE’s in ability to

regulate and supervise the sophisticated foreigntgsanks; Ethiopia’s banking sector
infancy; Foreign banks may not address directlydassof poverty alleviation and the
access of low-income and rural-based savers andowers to financial services;

domestic banking sector still lack of Capital aderyy technological now-how, qualified

human resource, banking culture and service qualityese all risks need further

improvement in the sector

113



Since 2003 the Ethiopian accession process heldhing working party meeting in
March 2012. The Working Party on the Accession tifidpia was replied the fourth
round WTO members answer to additional questioes ¢vough there were a number of
challenges commonly encounter in its accessiongscAmong a number of challenges
commonly encounter in its accession process, kmgpwhe WTO and knowing the
System; lack of capacity, complexity of the acamsgirocess and lack of clear rules or a
systematic approach to the accession process deméfied challenges.

The WTO members are also asking Ethiopia to clanfyntry’s timetable for privatizing
the banking sector sooner than the time.Accordimgthe Ethiopian Growth and
Transformational plan | (GTP | 2010/11-2014/1&h ‘ambitious five-year development
plan launched in 2010 to assist the country irchie “middle income” status, the
country may accede to the WTO by 2015.But,due t6OWNmembers multilateral
guestion and replies to the question didn’t endl reiw the country didn’t accede to the
WTO by 2015.Currently, the country found on pregpan for fourth round
multilateral negotiation party meeting. The courtigs submitted goods offer but, didn’t
start bilateral trade negotiation in services gffeowever, for Canada questions the
country give replies. It could be initial stage tbe country to start bilateral negotiation.
Concerning technical assistance of internationairoanity to Ethiopia since the country
start WTO accession, there was no limitation onaliebf the WTO as well as other
partners so far. However the main problem rathehiokia’s lack of capacity to
managetechnical assistance given to and effectivsythem and the inability of ministry
of Trade WTO reference office hold on trained pssfenals who often leave the office
for other jobs. This make it difficult to the afé to have trained work force needed in

the course of negotiation.

Concerning argument for and/or against Ethiopiaanlng Sector Liberalization in

recent years, it can at least be possible to canaatintermediate position that banking
liberalization commitment can contribute to potehgiains in the form of competency,
efficiency and providing efficient capital reallawan for productive investment based on
the level of the banking institutions, the housdhaind the whole economy priority of

the country. The available evidence also, howesaggests that the commitment on
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argument for and/or against liberalization of bagkisector is associated with the
countries government launching prudential reguiatord macro-economic policies and
sound market computation situation environment Banking sectors. Therefore,
Liberalization commitment of the banking sector Hthiopia absent adequate
policy,prudential Regulation and uncompetitive nadrlsituation environment may,
however, lead to risks. It may threaten domestiaricial services; will “cherry pick” the
huge sectors, capital out flows and cause bankimgjsc Thus, it is argued that
liberalization does not pose a dangerous thredtsbif rather the absence of appropriate
policy; absence of prudential regulation and abseof competitive banking sector
market situation environment accelerate bankingpségstability and crisis.

Thus,to benefit from the WTO accession and Bankmgor liberalization commitment ,
and to save from the risk,Ethiopia’s banking sectammitment in terms of four modes
of trade supplying services are : maintainingitedgontrols (staying unbound) and a
careful approach in opening the banking servicetose in mode 1 appears to be
advisable and the best option for Ethiopia. Therofg full liberalization of mode 2,
which bears no cost, is a risk-free decision fdriggiia. Mode 3 Commercial presences
of foreign banking sectors in Ethiopia infant barikisector, in the absence of adequate
policy, prudential Regulation and uncompetitive kedrsituation environment may,
however, lead to risks.The best thing, therefadhe country to negotiate to stay at the
current level of liberalization commitment(gradyaliberalization of Ethiopian banking
sector until it builds domestic banking sector iyin Mode 3 and to leave
commitment levelbehind the current level of liberalion commitment for future
consideration.Thismay serves as a con cessatiotonmimmitting in banking services
for the reason risk aught weight the benefit d difficult to regulate.Concerning the
temporary movement of natural persons in Ethiopalend, the temporary presence of
these types of natural persons in Ethiopia is resendable to enable intra-corporate
transfer of knowledge.

5.2Recommendation

Ethiopia should reconsider its banking sector polubich inhibits foreign bank entry in
any form, a heavy dominant role of state-ownedENBegulation and the dominant role

of state-owned CBE market situation environment.e Thountry should make
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commitment for the liberalization of the sector gradually and carefully restricted
manner, this will provide the government, reasoaaibphe for improving the competency,
efficiency, regulation, market situation and capacf the sector. The reform have to
take in to account the country’s development sgiate and implementing capacities
relating to (human resource, financial, technolagi®mow-how and institutional)
capacity’s, economic and social goals, and legv&aeforms which all are necessary if
Ethiopia is in line with GATS WTO rules and LDCscassion guidelines. An important
consideration for any acceding country is drawrsdesof the experience of recently
accessing country which has similar economic ariderability characteristics.

In the light of the above, the following recommetigia measures need to be considered
and can help to reap the potential benefits anddatiee risk of banking sector
liberalization for Ethiopia in view of accessionttee WTO.

1. The accession process requires patience and uswleirsy as well as the technical
support of the international community. The amhbigwf the accession process
demands the accession process a prolonged, nadeg-sind complex process as well
as causes to accept onerous commitment. So, ther@oent, NBE, Ethiopia’s
Government representatives of WTO accession Wgrkiarty and all other stake
holders before starting bilateral negotiation sdodirst carefully understand the
WTO, the WTO System and complexity of the accespimtess; second, invest on
capacities building relating to Ethiopian banksegtors (human resource, financial
and institutional capacity}hird, adopt clear rules or a systematic approach to the
accession process which in line with the WTO adoessile and country’s particular
banking sector policy, regulation and market situdhat would set the direction,
commitment and dedication to the process of acoesso conclude.

2. To accomplish Ethiopia’s WTO accession Successfullye country’s  extensive
preparation in a concerted manner especially cgisntonducting WTO accession
impact assessment study in county’s economy gerardlin specific sectors in
particular, adoption of best accession practicefemteding LDCs similar Economic
and vulnerability characteristic practices and asim® negotiation is relied on
government position on best accession practicet dpan negotiator's personal

knowledge and skill. The Government, the privateta@e policy makers, researchers,
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economic and civil society organizations need tasprthe need for forging a
productive relationship between them in well-des@jnformal and institutional
coordination structure that allows all national andernational stakeholder’s
participation in pre and post the WTO accessiorotiations to participate, is crucial
for successful accession. This all, of course, wmdcessitate an increasingly
transparent and robust set of communication chanaetl are key instrument to
mitigate WTO plus obligation and minus right burd@mes from WTO accession
and banking sector liberalization.

. Even though a lot of reforms and improvements awertin Ethiopian banking

sector, banking sector still found at infant; doemeak policy, weak the regulatory

and supervisory capacity and the dominant CBE nmaikeation environment. Thus,

Ethiopia should upgrade adequate policy (Improvihg country’s low rate of

mobilization and doing on country’s luck of savinglture have been one of the

policy concerns of adjustment program to all baglksectors), sound regulatory and
supervisory capacity frame work and relax heavy idant role of state -own CBE

market computation environment without much detayeap maximum benefits and
avoid the treat associated with it in order to catepwith Global banking sector

realize best stake holders needs world-class danksnning the public confidence.

. To benefit from the WTO accession and Banking gddteralization commitment ,

and to save from the risk,Ethiopia’s banking secdommitment in terms of four

modes of trade supplying servicesopenness shaulhbes based on the mode of
supply:

4.1. Cross-border supply of banking services (Mode 1pasmitted for selected
services in Ethiopian banking sectors. Cross-bong@rchase of financial
services is not explicitly regulated. Thereforghi&pia should negotiate
maintaining capital controls (staying unbound) ioda 1land a careful approach
in opening the banking services sectors in mode 1.

4.2. There is no prohibition of consumption-abroad afikhag services (Mode 2) as
long as foreign exchange requirements are met.séhee is true for Mode 2
export of banking services. Therefore, Ethiopiausthaffer full liberalization

of mode 2, which bears no cost, and a risk-freésaecfor the country.
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4.3.

4.4,

Ethiopian banking sector policyinhibits foreign kaantry in any form. It is
closed from commercial presence of foreign bankiagtors in Ethiopia (Mode
3). Currently the country’s bankingsector drawbaeke: infant banking
sectors,absence of adequate policy, prudential IR&gu and uncompetitive
market situation environment, with all such problerist Ethiopia’s banking
sector commitment to open commercial presencerefgn banking sectors in
Ethiopia (Mode 3) leading the country’s bankingtseto crises. Therefore, the
country should negotiate to stay at the currentelleof liberalization
commitment (gradually liberalization of Ethiopiaartking sector until it builds
domestic banking sector capacity) in Mode 3 andte&wye commitment level
behind the current level of liberalization commithe for future
consideration.This serves as a con cessation naomomitting in banking
services in mode 3 for the reason risk outweghltenefit.

With regard to the presence of natural personstimopgia (Mode 4), to supply
banking services, the NBE allows certain kinds erfvice providers to deliver
their service in Ethiopia. The temporary movemdmaiural persons (mode 4)
in Ethiopia is Vital to enable intra-corporate s#ar of knowledge. Therefore,
the country should commit to offer temporary movamef natural persons

(Mode 4) to supply banking servicesinEthiopia.

References

Books

Chibuike Uche, 2011, Financial sector Liberalizatim Developing Country,
International Trade Centar(IT2P11.

Craig Van Grasstek, 2013,The History and the Fafrthe WTO, WTO online
bookshop publication®013. http:onlinebookshop.wto.org

118



3. LDCs and the WTO Module 5,Accessed on line TD-MJ-Bot dated).
4. Leo M. Tilman, 2007, Banking Regulatory Environmetd Supervision In
Africa, The World Bank Database, Banking Surveg07.

5. Umer Khalid, The Effect of Privatization and Libkzation on Banking Sector
Performance in Pakistan, State Bank of PakistafP{$&esearch Bulletiolume
2, Number 2, 2006.

6. WTO, 2009, The Multilateral Trading System—-Pastesent and Future, WTO
Publications downloadable from the WTO website, 2088p://www.wto.org

Journals

1. Admassu Bezabehl and 2Asayehgn Desta, 2014, Bar8a@otpor Reform in
Ethiopia, _International Journal of Business and @emte, Vol. 3, No.8:
California, Apr 2014 ,p.1. Both are Ph.D. SchoolBysiness and Leadership,
Dominican University of California San Rafael, Gatnia. www.ijbcnet.com

2. Ashenafi Beyene, 2012, Banking reform and SME fonag in Ethiopia:
Evidence from the manufacturing secgidrican Journal of Business Management
Vol. 6(19), 16 May2012, Department of Public Finahdlanagement, Ethiopian
Civil Service College, Addis Ababa, Ethiopia.

3. Mehreteab Ghebremeskel, 2013(1) ‘Integration offtieopian Financial Service
Sector through Regional Financial Arrangements: #epSbefore WTO
Accession? Law Social Justice & Global Developndenirnal,2013.

4. Melaku Geboye, 2008, Ethiopians Reluctant Move twn Jthe WTO:A
Preliminary Look at Legal and Institutionahplications of Accession,
Journal of Ethiopian law VoXXII No, 1,2008.

5. Melaku Geboye, 2009Atcession for What? An Examination of Ethiopia’s
Decision to Join the WTO, Journal ofWorld Trad8,Issue 2, 2009.

6. Mussie Delelegn, 2005, Accession to the World Tr@dganization: Challenges
and Prospects for the Least-developed Countrieshiofian Accession Case
Study, The Estey Center Journal of International bad Trade PolicywWolume 6
Number 2, 2005.

7. Tesfaye Boru, 2014, The Impact of Policy Measumegthiopian Private Banks
Performance: the Case of Government Bill Purchdagopean Journal of
Business and ManagementSSN 2222-1905 (Paper) ISSN 2222-2839
(Online),Vol.6, No.27, 2014.Ph.D student at Univtgref South Africa(UNISA)
Manager, Risk and Compliance Department, Zemen.Bafd.C.www.iiste.org

8. Tilahun Esmael, 2012, Ethiopia’s WTO Accession dfidancial Services
Liberalization: Striking the Balance Between Trddeeralization and Domestic
Policy Space, Mizan Law Reviewolume 6, No.2,December 2012

9. Justin Yifu Lin,2001, WTO Accession and Financiaéf&tm in China,Cato
Journal,Vol. 21, No. 1 (Spring/Summer 2001).

119



10.Hussein Ahmed2013, Making the WTO accession work for Ethiopig@s&ons

from Cambodia and Nepal, Abyssinia Law revi@013.

11.Kiya Tsegaye, 2013, Ethiopia’s accession to the \Mhé@vitable revision of laws
and procedures,Africa, Law & Orde&pril 22, 2013.
12.Solomon Abay , Acceding to the WTO From a Leaswvddgped Country

Perspective, the Case of Ethiopktudies in International Economic Lawnot
dated ),

13.James R.Barth, Juan A.Marchetti, Daniel E.Nole, \ifaole
Sawangngaenyuang,2010, WTO commitment Vs Reportadtipe of foreign

bank entry and regulation, Across country Analy€dford University press,
2010.

14.Lisa TooheyBarriers To Universal Membership Of The World Trade
Organization, Australian International Law Jours2413,,P.105.

15.Samuel Adamsl* and John Agbemade2,2012, Finandiralization and
banking sector performance in Ghana, African Jdush®&usiness Management
Vol. 6(47),28 November 2012. Available online at
http://www.academicjournals.org/AJBM

Other Selected Materials

1. Abebe Abebayehu, 2008, Accession to the WTO: Beiginig the Prospect for
Attraction of Investment? A Least-Developed CoustRerspectivelJniversity
of Dunde, Scotland, 2008.

2. Addis Ababa Chamber of Commerce and Sectoral As8ons,Review of the
Legal and Institutional Framework for Market Comfet in Ethiopia,_Private
Sector Developmer#009.Email;psdhub@addischamber.com

3. Addisu Mengiste, 2008, Ethiopia’s Accession WTO atite need for
Liberalizing the Banking Service Sector, A Thesigb®itted to The Law
Faculty of Addis Ababa Universityviay 2008, Addis Ababa University

4. Adhikari, Ratnakar, 2003, “Acceding LDCs Need Fhieatment” in EU-LDC
Brief, EU-LDC Network( September 2003), Rotterdam.

5. Alemayehu Geda And Jacqueline Irving, 2010, MarKkat#frica, Ethiopia,
2010.

120



6. Alemayehu Geda, 2008, The Structure and PerformahE¢hiopia’s Financial
Sector in the Pre and Post Reform Period: With @péocus on Banking,,
2008.

7. Arancha Gonzalez, 2014, Executive Director of thiernational Trade Center
(ITC), EthiopianReportet3 December 2014.
http//www.thereporterethiopia.com/index.php/intewiitemlist/user/66-
yohannesanberber.

8. Biniam Shiferaw,2011, Money Laundering and Countasures: A Ciritical
Analysis Of Ethiopian Law With Specific Referencethe Banking Sector, A
Thesis Submitted to The Law Faculty of Addis Ab&lmaversity, March, 2011.

9. David Leggel, Deborah Gleesonl, Wendy Snowdon2Asime Marie Thow3,
Trade Agreements and Non-communicable DiseaseBeirPacific Islands, 1.
School of Public Health and Human Biosciences, ltab& University, 2.
Pacific Research Centre for the Prevention of @pesid Non-Communicable
Diseases 3.Menzies

10. Ethiopian Chamber of Commerce & Sectoral Assoamtio2013, WTO

Accession of Ethiopia: Regulation and Openness tfiogia’'s Services
Sector,Private Sector Position Papkdy, 2013

11.Ethiopian Chamber of Commerce and Sectoral Assonmt How to Optimize
Advantages of Accession to the World Trade Or-gation and Measures to be
Taken to Meet Possible Challenges, A Review ofdgtisin Economy and WTO
Accession (Not Dated ). www.ethiopian chamber.com/how-to-optimize-
advantage-of-accession-to-WTO

12.Fuzhi Cheng, 2007, Cambodias WTO Accession, Couhalersity, 2007.

13.Gebrehiwot Ageba &Derk Bienen, 2008, Ethiopia's égsion to the WTO and
the Financial Services Sector, Trade and developdisaussion papeOctober
2008, Munich.

14.Javier Serrado & Banco Sabadell- China’'s Entry ifitee WTO and the
Financial Sector, Beijing,February 2003,

15.Jennifer Moyo§; Boaz Nandwa; Jacob Oduor§ And Angh8impasa, 2014
Competition And Banking System Stability In Sub-&ah Africa,
“Macroeconomic Challenged Facing Low-Income Cowstti International
Monetary FundWashington DC, January 30 — 31, 2014.

16.John  Serieux,2008, Financial Liberalization and BstitResource
Mobilization in African Assessment, Working Paper Imternational Poverty
Centre United Nations Development Programimbepartment of Economics,
University of Manitoba , April,2008.

17.Jonse Bane2013, Proceedings of the First International @ogrice on the

Ethiopian Economy: Banks and banking, Foreign, dftisin Economic

121



AssociationPublicationVolume | , Addis Ababa,2013-05-27, Ethiopia.

http:www.eeaecon.org/taxonomy/term/5191

18.. Huwpill Andahmoodpradhan ,Financial Liberalizatio Africa and Asia, IMF
Finance & Development Working Papéo. 95/123 ,Washington, June 1997.

19.Kern Alexander, 2003, The World Trade Organizatma Financial Stability:
The Balance between Liberalisation and Regulatiothe GATS, Cambridge
University Endowment for Research in Fingn2@03.

20.Kozo Kiyota, Barbara Peitsch, and Robert Stern;720the Case for Financial

Sector Liberalization in Ethiopia’, Gerald R. Fd8dhool of Public Policy The

University of Michigan, Ann Arbor, Michigan, Discsisn Paper No. 565,
August 17, 2007.

21.Lao’s Current Financial Sector - Overview,
www.bol.gov.la/english/financial_overview_2.htntCached

22.LDC watch, Yemen's WTO Accession Commitments: A IState to
Development ,For Arab NGO Net work for DevelopmenDecember 2013.

23.LDCS Roundtable on WTO Accession, 2012, “Best Reastin the WTO
Accession Process”, 29 May — 1 June 2012, Beifiuana..

24.0Olivier Cattaneo, Carlos A. Primo Braga, 2009, Btleng You Always
Wanted to Knowabout WTO Accession (But Were Afraid Ask), Policy
Research Working Pap8i16, November 2009.

25.Posh Raj Pandey, Ratnakar Adhikari and Swarnim &agD14, Nepal's
Accession to the World Trade Organization: Caseltf Issues Relevant to
Least Developed Countries, Department of Economi&dial Affairs,CDP
Background Papeé¥o. 23, November 2014.

26.Rajkarnikar, P.R. Nepal: The Role of an NGO in Suppf Accession, WTO,
2005, , as cited in Ratnakar Adhikar, et al.

27.Ratnakar Adhikar, et al.2008, Ensuring Developnfanpportive Accession of
LDCs to the WTO: Lessons from Nepal, South Asia &Wabn Trade,
Economics & Environment2008.www.un-ngls.org/orf/fSAWTEE.doc

28.Ratnakar Adhikari and N.avin Dahal, 2008, LDCs’ Assion to the WTO:
Learning from the Cases of Nepal, Cambodia and ®anBouth Asia Watch
on Trade, Economics & Environment (SAWTEEKathmandu, Nepal,
2008,P.3www.un-ngls.org/orf/SAWTEE.doc

29.Republic of Yemen, Country Profile: Yemen, Librasf Congress — Federal
Research DivisionAugust 2008.

30.Samoa Sixteenth Plenary Session of the Committed®évelopment Policy,
Monitoring of Graduating Countries from the Categmf Least Developed
Countries,New York, March 2014.

122



31.Sok Siphana, 2005, Lessons from Cambodia’s Entty the World Trade
Organization,Asian Development Bank Institute (ADBolicy PaperdNo. 7,
Tokyo, 2005. www.adbi.org

32.Sok Siphana, 2009, Background Note: Cambodia's fiequees in the WTO
Accession Process, LDCs Round Table on WTO AccesSieptember 2009.

33.Sok Siphana,2007, ,Cambodia Enters the WTO: Lesteasned for Least
Developed Countries,Research Policy Brie005,as cited in Fuzhi
Cheng,Cambodias WTO Accession, Cornell Univerg0Q7.

34.Solomon Abay, 2011, Financial market developmeolicp and regulation: the
international experience and Ethiopia’s need fathier reform,_Dissertation
Submitted to Faculty Law of University of Amsterdarebruary 2011.

35. Steffen Gramming,2009, The WTO Accession procesgplabations and
Reflections, Fact sheet on Trade and Developnigengeva ,May 2009.

36.Tadele Geremew, 2013, The possible Benefit and BiskEthiopian making
Multilateral Liberalization Commitments in its Fimagal Services Sector, Joint
LLM In Law and Developmenfl5 February 2013, University of Warwick and
Mekele University.

37.The BRICSs and beyond: prospects, challenges armbriomities, PEC
Economicglanuary 2013..

38.The Impact of Ethiopian Accession to the WTO orFAtsancial Service Sector,
LL.M thesis Faculty of Law University of Oslo, December.2q1.24.

39.Tom Keatinge, 2014, “The Role of Public and Priv&ector Banking in
Ethiopia’s Future Economic Growth,” Global Center Gooperative Security
September 2014.

40.Tony Addisonl and Alemayehu Geda2, 2001, Ethiggéew Financial Sector
and Its Regulation, Discussion Papkr. 2001/55, August 2001.

41.UNDP,2012, Trade Policy Studies on Implicationg&tiiopia’s Integration into
Regional and Global Trading Systems, Summary of @msion Studies
UNDP,N02/2012(2012),p2. Available at
http://www.google.com/m?g=Trade%20policy%20studizg8®mn%20implicatio
ns%20of20ethiopia&client+ms-opera-mini&channel=newaccessed on 14
November, 2014).

42.United Nations Conference On Trade and Developr2@dl, Challenges and
Opportunities Arising FromSamoa’s  Accession to tiérO,Technical
Cooperation ProjecOctober 2001, Apia, Samoa.

43.V. Ancharaz, P. Ghisu, N. Frank, 2014, Ethiopiaepsning Engagement with
India through better Market Access, DevelopmentlaD@s, November 2014.

44.Written by Staff Reporter, 2014, Shortage of Firmand The Public-Private
Debacle, _published in Business and Economyl3September

2014www.ethiopianchamber.com/how-to-optimize-advantage-of-accesson
WTO

123



45.Yemen’s WTO Accession Commitments: A Stalemate tevdlopment,
2013,Arab NGO Network for Developmefficcessed on, 13 November 2014).
t (available at http://www.ip-watch.org/2013/12/0dityen-accedes-to-wto-
outcry-over-tough-trips-deadline/

Policy, Laws and policy related documents of Ethiop

1. FDRE, 1994, Council of Ministers Regulations legalize domestic private
investment in the banking industry Proclamation R4/1994, Federal Negarit
GazetaAddis Ababa,1994.

2. FDRE, 1998, Investment Areas Reserved for Daméstestors Council of Ministers
Regulations No. 35/1998, Federal Negarit Gaz¥é&ar 4, No. 43, Addis Ababa,
12th June 1998

3. FDRE, 2002, Investment Proclamation No 280/2@2leral Negarit Gazetyear 8,

No 27, Addis Ababa, 2nd July 2002

. FDRE,2003, Development Bank of Ethiopia Re-diflaiment Council of Ministers
Regulations No. 83/2003, Federal Negarit Gaz¢é&ar 9, No. 28, Addis Ababa,
24th January, 2003

FDRE, 2003, Council of Ministers Regulations bivestment Incentives and
Investment Areas Reserved for Domestic Investars8#8/2003, Federal Negarit
Gazeta Year 9, No. 34, Addis Ababa, 7 February 2003 mas of investment
listed in the schedule attached to these regulsidn)

6. FDRE, 2003, Commercial Registration and Businégsnsing (Amendment)
Proclamation No. 328/2003, Federal Negarit Gaz&®ar 9, No. 48, Addis
Ababa, 17th April 2003.

7. FDRE, 2007, Commercial Bank of Ethiopia Es&tbinent (Amendment) Council of
Ministers Regulations No. 134/2007, Federal Negaatreta,Year 13, No. 35,
Addis Ababa, 5th April 2007.

8. FDRE, 2008, The National Bank of Ethiopia Egtibthent (as Amended)
Proclamation No. 591/2008, Federal Neqgarit Gaz¥tar 14, No. 50, Addis
Ababa, 11th August 2008.

9. FDRE, 2008, Banking Business Proclamation N@/ZB%08, Federal Negarit Gazeta
Year 14, No.57, Addis Ababa, 25th August 2008.

10. FDRE,2012, Council of Ministers Regulation d¢mvestment Incentives and
Investment Areas Reserved for Domestic InvestoejeFal Negarit Gazeta
Regulation No. 270/2012,

N

o

National Bank of Ethiopia Directives and Reports

1. NBE, Annual Repor2013/14.
2. NBE, Annual Repoyt2012/13.

124



3. NBE, 2010, Risk Management Guidelines (Revigat)k Supervision Directorate
May 2010,p.1.

4. SSB/55/2013,National Bank of Ethiopia, Bank,dnsing and Supervision of Banking
Business, DirectiveNo.SSB/55/2013 on Reserve requiremehtréplacement,
March 2013.

5. NBE, 2012,Licensing and Supervion of the Busned Financial Institutions,
Regulation of Mobile and Agent Banking ServicesebtivesNo. FIS/01/2012,”
2012.

Reports, News and Information in Ethiopia

1. Alemayehu Bacha, 2014, Ethiopia may delay WE€EeasionLatest Business Alerts
Reporter,29 May 2014.

2. Working Party on the Accession of Ethiopid,Round Additional Questions and
Replies May 2012,p,12. Wt/Acc/Eth/Xx [XX]

3. Briefing on the WTO Accession, Status of Etlieép WTO Accession Procesgot
dated) .

4. Statement By H.E. Mr. Mekonnen Manyazewal,20B2jjing 2012 Round Table on
WTO Accession Best Practices” for the Least DewetbpgCountries, LDCs
Accession: Challenges of LDCs on AccessiGhina29 May 2012.

5. Staff Reporter2014. The Ethiopian Public-Private Sector Diagiorum (PPD), The
Reporteyl3 September 2014 http//www.thereporterethiopra/oaex.php/in-
depth/

6. CBE, 2014/15,*1Quarter Corporate performanedecember,2014,pp.1-5

List of Interviewees

1. Andualem Hailu, Awash International Bank S.CarfPling and Business department
Manager, Interview with?8 January 201, at his office.

2. Chala Lema, Oromia International Bank S.C, Hlampnand Research Division
Manager, Interview with January 2015,at his office.

3. (Confidential), Commercial Bank of Ethiopia, Rasch and Development Department
three Expertise, Interview witl26 January2015, at their office.

4. (Confidential), National Bank of Ethiopia experterview with 11 February 2015, at
his office.

5. Geremew Ayalew, Director General ,Trade Refatand Negotiation Directorate
general of Ethiopian Ministry of Trade, Interviemith, 27January2015, at his
office.

6. Ifrem Mesfin, Ethiopian bankers Association serResearcher and par-time lecturer
of AAU,Fiche campas department of Business and &woacs, Interview with 22
January 2015, at his office.

125



7. Tamiru Wube, Ethiopia Chamber of Commerce andddial (ECCSA) Advocacy
Division head, Interview with 21 January 20015, at his office .

8. Yeshiwork Yimer, Dashen Bank S.C, Legal Deparnimilanager,_personal view
Interview, 28 January 2015, at his office.

WTO Agreement, Principle, Guidelines, Notes and Irdrmation

1. A global membership, 2013, Annual Rep@Q13.

2. An Analysis of The WTO Accession Guidelines fddCs, 2012,Information note
November 2012. Sourcemw.wto.org

4. Marrakesh Agreement Establishing the WTO, ,AnhexGATS, Annex on Financial
ServicesApr. 15, 1994

6. Art. XIX (2) of GATS; at the same time the prddenof GATS framework allow
Countries, right to introduce new regulation asegtion, in order to meet their
domestic policy need.

13. GATS Art XX, Schedules of Specific CommitmeritsEach Member shall set out in
a schedule the specific commitments it undertakedeu Part Il of this
Agreement, Apr. 15, 1994

14.GATS Part Il General Obligations and Disciplines
Http://www.wto.org/english/thewto_e/ccountries_glak e,htm.(Accessed on, 12
November 2014).

15.Marrakesh Agreement Establishing the WTO, Apr. 1994, 1867 U.N.T.S. 154, 33
1167(1994)

16. Provisions of Article XVIII of the Marrakesh Agement Establishing the World
Trade Organization, (hereinafter WTO Agreement].Aps, 1994,See Article
XVIII Additional Commitments Members may negotiatdmmitments with
respect to measures affecting trade in servicesubct to scheduling under
Articles XVI (Market access) or XVII(National treaéent), including those
regarding qualifications, standardsor licensingterat Such commitments shall
be inscribed in a Member's Schedule

17. See, GATS Art. Il (a) of the Annex on Financsarvices, WTO AgreementApr.
15, 1994.

18. The Advisory centre on WTO law, 2007, A Guide Developing Countries and
LDCs, 2007 .http://www.acwl.ch

19. The list of annexes include; Annex on Artidl&Ekemptions, Annex on Movement of
Natural Persons Supplying Services under the AgeagmAnnex on Air
Transport Services, Annex on Financial ServicegoS@ Annex on Financial
Services, Annex on Negotiations on Maritime Trams@®ervices, Annex on
Telecommunications, Annex on Negotiations on Baslecommunications.

20. Marrakesh Agreement Establishing the WTO , WaPeement article XIApr. 15,
1994

126



21. WTO home page, 201Mepal and the WTO members’ information/Nepalcessed
on, 12 November 2014). available at
Http://www.wto.org/english/thewto_e/ccountries_e/nepditm

22. WTO home page,2014, Yemen and the WTO memb#msmation/ Briefing note:
Yemen's accession to the WTO13November 2014). available at
http://www.wto.org/english/thewto_e/minist_e/mcreggf acc_yemen_e.htm
(Accessed on, 13November 2014).

23. WTO, 2005, The Kingdom Of Cambodia Trade Inviges, Schedule Of Specific
Commitments GATs/Sc/140 ,25 October 2005.

25. WTO, 2010, WTO to Discuss Ethiopia's Memberdigh, Capital NewsOctober 7,
2010.

26. WTO, 2012, Schedule of Specific CommitmentsServices List of Article II MFN
Exemptions,Report of The Working Party on the Asgas of LAO PDR, 1
October 2012.

27. WTO, 2012, The conference on Lao PDR’'s WTO ssioa commitments and
possible business implications,Business and TratieyPSection, News30 Nov.
2012,. See more at: http://www.intracen.org/news/B®R-accession-
commitments-discussed-ahead-of-WTO-accession/#s®B@XInrl6.dpuf

28. WTO, 2012, Working Party on the Accession ofiia,. 4" Round Additional
Questions and RepliegVt/Acc/Eth/Xx [Xx] May 2012.

29. WTO, 2012, Working Party on the Accession AQLPDR , ReportWt/Acc/Lao/45
to the WTO, 1 October 2012.

30. WTO, 2014, Annual Repor2014. www.wto.org/ministerial

31.WTO,The Organization Members and Observers News2014.
http//www.wto.org/English/news-e

32. WTO, 2014, WTO Disclaimer ,2014,p.2.

33.WT0,2015, GATS: objectives, coverage and dis@slWTO 2015
Disclaimer http://www.wto.org

34. WTO, Seychelles Accession to the WTO, News $te2i@ April 2015.

Reports, proposals, News and Information of the Wdd

1. AfDB, 2014, Organization of Economic Cooperatamd Development, UNDP 2014
African Economic Outlookp.9www.africaneconomicoutlook.org

2. Banks around the World, Top banks in the wofld£p.1. www.relbanks.com/worlds-
top-banks/assets

3. Building Export Competitiveness In Laos,SummaReporf(Not Dated), p.1.
Document hosted by: www-wds.worldbank.org

4. Country classification, 2014, World Economicugtion and Prospects ,Economies in
transition,2014.

127



5. IMF, 2012, IMF Country Article Iv_ Consultationegot No. 12/250Washington, D.C.
August 2012Internet: http://www.imf.org

6. IMF, 2013, “The Federal Democratic Republic Bthiopia: 2013 Article IV
Consultation,” IMF Country Reportjo. 13/308, October 2013. (data as of May
2013).

7. IMF, Samoa Staff Report For The 2012 Article Gonsultation, Staff Repaqrt
Washington, D.C. August 2012. Internlettp://www.imf.org

9. The Development Policy and Analysis Division @B of the Department of
Economic and Social Affairs of the United Nationscftariat (UN/DESA),
World Economic Situation and Prospects, Countrgsifecationas of November
2013.

10. U.S .Department of State, 2014, Nepal's Investntlimate statement,, Executive
summary June 2014,p.2.

11. U.S. 2014, Relations with Samoa, Bureau of Basan and Pacific Affairs Fact
SheetJanuary 31, 2014.

12. U.S. Department of State: Investment Climatge®tent, Executive Summarjune
2014.

13. UNDP, 2012, Trade Policy Studies on Implicagiaf Ethiopia’s Integration into
Regional and Global Trading Systems, Summary of @msion Studies UNDP
N02/2012(2012), p.2. Available at
http://www.google.com/m?g=Trade%20policy%20studi28®n%20implications
%?200f20ethiopia&client+ms-opera-mini&channel=new.(accessed on 14
November, 2014).

14. United Nations Department of Economic and So&féairs (UN-DESA), Nepal's
accession to the World Trade Organization: casgystd issues relevant to least
developed countries,Excerpt from Posh Raj Pandel(@011).

16. USASamoa’dnvestment Climate Statement, June 2014.

17. World Bank, 2014 , Online collection of busisdaws and regulations relating to
business, Doing Business repor)15. Internetwww.worldbank.org

18. World Bank, 2014& 2015, Online collection ofsiness laws and regulations relating
to business, Doing Business reppf814 & 2015. Internetvww.worldbank.org

19. World Bank, Online collection of business laavel regulations relating to business,
Doing Business report&015.http://www.doingbusiness.org/law-library

20. WTO, Statement by EU Deputy Ambassador DeBeauns,Geneva_,Mission to
theWTO (Accessed on, 13 November
2014).availableathttp://www.google.com/m?q=Eu%2@stent%20%20at%final
%20meeting520%20yemen%20 accession&client-ms

Dictionaries

1. Concise Oxford Dictionary, Oxford Universitygss Tenth Edition

128



Annexes

Chapter 2 Annex

Annex-1 UNDERSTANDING THE WTO: THE ORGANIZATION
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WTO period
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1996 Bulgaria and Ecuador accede.

1997 Mongolia and Panama accede.

1998 Kyrgyz Republic accedes.

1999 Estonia and Latvia accede.

2000 Albania, Croatia, Georgia, Jordan and Omaadec

2001 China, Lithuania and Republic of Moldova aeced

2002 Chinese Taipei accedes.

2003 Armenia and the former Yugoslav Republic othtionia accede.
2004 Cambodia and Nepal accede.

2005 Kingdom of Saudi Arabia accedes.

2007 Tonga and Viet Nam accede.

2008 Cape Verde and Ukraine accede.

2012 Montenegro, the Russian Federation, Samo&andatu accede.
2013 Lao People’s Democratic Republic and Tajikistacede.

2014 Yemen June 2014.

Source: Craig Van Grasstek,2013, The History arel Fature of the WTOWTO online bookshop
publications 2013, p.124, (fronTable 4.1A) and Calculated from WTO, the Organization: Merskand
Observers,News,2014

http:onlinebookshop.wto.org

Annex- 2The WTO Observer Governments

Afghanistan Algeria, Andorra Azerbaijan Bahamas Belarus Bhutan Bosnia and

Herzegovina
Comoros Equatorial GuineaEthiopig Holy See (Vatican) , Irgnirag Kazakhstan
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Lebanese RepublicLiberia, Republic qof Libya, Sao Tomé and PrincipeSerbia

SeychellesSudan Syrian Arab Republicand Uzbekistan

Note: With the exception of the Holy See, observerstratest accession negotiations
within five years of becoming observers.

SourceThe WT0,2014, The Organization Members and Obseriews 2014,

Annex- 3.Proven oil reserves and production in set¢éed net oil-exporting countries,
1995 and 2010.

Acceded to the WTO: Saudi Arabia, Kingdom ofRussian Federatiorizerbaijanand
Ecuador.

Countries Acceding to the WTO:Iran, Iraq Libya, Kazakhstarand Algeria

Source:Craig Van Grasstek, The History and the reusfi the WTO,WTO online bookshop publicatipns
2013,p-136 Table 4.4)

Annex-4. Economies in Transitionof Independent stas and Georgia
Azerbaijan, Belarus, Georgia, Kazakhstan, Kyrgyzstepublic of Moldova, Russian

Federation, Tajikistan, Turkmenistan, Ukraine, Uasian
Source: Country classification, 2014, World Econo®ituation and Prospects , 2014 ,p-145 (Table B

Economies in transition)

Annex-5. The23 UN members in various stages of tlaecession process

Currently, there are 23 UN members in various stagé the accession process:
Afghanistan, Algeria, Andorra, Azerbaijan, Baham&slarus, Bhutan, Bosnia and

Herzegovina, Comoros, Equatorial Guinea, Ethiopa, Iragq, Kazakhstan, Lebanese
Republic, Liberia, Republic of Libya, Sao Tome &Mrihcipe, Serbia, Seychelles, Sudan,
Syrian Arab Republic, and Uzbekistan. These sttestitute 12.5 per cent of the UN'’s

total membership. There are a further 14 that aembers of the UN (seven per cent of
total UN membership) but that have not appliediorO membership. These are Eritrea,
Kiribati, People’s Democratic Republic of Korea, fglaall Islands, Micronesia, Monaco,

Nauru, Palau, San Marino, Somalia, South Sudan,oiflmste, Turkmenistan and

Tuvalu?
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*2013,
Take from Lisa Toohey, Barriers To Universal Membership Of The World Tea@®rganization,
Australian International Law JournaR013,P.105,With Slight modification of Yemen beittge WTO
member since June 25,2041.

Annex-6: LDCs which are non members of the WTO

Lbc! Date of Working Party Establishment
TO Afghanistan Since 2004
2 Bhutan Since 1999
3 Comoros Since 2007
4 Equatorial Guinea Since 2007
5 Eritrea _
6 Ethiopia Since 2003
7 Kiribati _
8 Liberia Since 2007
9 Sao Tome and Principe Since 2005
10 Somalia _
11 Sudan Since 1994
12 Timor-Leste - _
13 Tuvalu - _

Source: www.wto.org

Annex-7: Actual and projected top 20 economies ranked based on GDP in PPP terms
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2011 | 2030 | 2050

PPP rank Country GDP at PPP | Country Projected Country Projected
(2011 US$bn) GDP at PPP GDP at PPP

(2011 US$bn) (2011 US$bn)

1 us 15,094 China 30,634 China 53,856

2 China 11,347 us 23,376 us 37,998

3 India 4,531 India 13,716 India 34,704

4 Japan 4,381 Japan 5,842 Brazil 8,825

5 Germany 3,221 Russia 5,308 Japan 8,065

6 Russia 3,031 Brazil 4,685 Russia 8,013

7 Brazil 2,305 Germany 4,118 Mexico 7,409

8 France 2,303 Mexico 3,662 Indonesia 6,346

9 UK 2,287 UK 3,499 Germany 5,822

10 Italy 1,979 France 3,427 France 5,714

11 Mexico 1,761 Indonesia 2,912 UK 5,598

12 Spain 1,512 Turkey 2,760 Turkey 5,032

13 South Korea 1,504 Italy 2,629 Nigeria 3,964

14 Canada 1,398 Korea 2,454 Italy 3,867

15 Turkey 1,243 Spain 2,327 Spain 3,612

16 Indonesia 1,131 Canada 2,148 Canada 3,549

17 Australia 893 Saudi Arabia 1,582 South Kore| 3,545

18 Poland 813 Australia 1,535 Saudi Arabia 096,

19 Argentina 720 Poland 1,415 Vietnam 2,715

20 Saudi Arabia 686 Argentina 1,407 Argentina | 2,620

Source: World Bank estimates for 2011, PwC estisfme2030 and 2050

Annex-8:A summary of WTO Accession Procedure
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Ster | Procedure

1. The applicant sends a communication to the Dir-General of the WTO, indicating i
desire to accede to the WTO under Article XII.

2. The Communication is circulated to all WTO memb

3. A Working Party is established and a Chairpers@ppointed

4, The WTO Secretariat informs the applicant abouiptteeedures to be followe

5. The applicant submits a Memorandum on its for-trade regime for circulation to all WT
members.

6. The WTO Secretariat checks the consistency of tamdfandum with the outline form
(Annex I) and informs the applicant and the membétee Working Party of its views
thereon.

7. Working Party members submit questions on the Mamwum and the applicant provic
answers thereto (Repeat 7 if necessary).

8. The Working Party meet

9. Working Party member | Bilateral negotiations between the applicant aner@stec
submit more ques-tions onWorking Party members on con-cessions and commisan
the Memorandum. market access for goods and services (as well dseoother

specific terms of accession) are undertaken.

10. | The applicant answers the >>>

11. | The Working Party meets agz >>>

12 Repeat steps 9 and 10 above, unti >>>
The examination of the Memorandum is complete.

13. | Terms and conditions (including com-ments to observ | Concessionsnd commitment:
WTO rules and disciplines upon accession and the on market ac-cess for goods
transitional period required to make any legiskativ and services (as well as on th
struc-tural changes where necessary to imple-rheset | other specific terms of
commitments) are agreed. accession) are agreed.

14. | A working Party Report is prepare The schedule of Concessic

and Commitments to GATT
1994 and the Schedule of
Specific Commitments to the
GATS are prepared.

15. | Adraft Decision and a draft Protocol of Accessjoontaining the commitments listed do
in the Working Party Report and the Schedule ofd@ssions and Commitments to GATT
1994 and Schedule of Specific Commitments to thd &are prepared.

16. | The Working Party adopts theaccession packadke.

17. | The General Council/Ministerial Conference appraies—accession package.

18. | The applicant formally accepts theaccession packade.

19. | The applicant notifies the WTO Secretariat of dmval acceptanct

20. | Thirty days after step 19 (above) has been takenapplicant becomes a member of
WTO.

Chapter 4 Table
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Table 4.1: Capital and Branch Network of the Bankirg System as at the Close of June 30, 2014
(Branch in Number and Capital in Millions of Birr)

No | Name of the Bank Branch Network Capital
2012/13 2013/14 2012/13 2013/14
1 Public Banks Reg | A/A | Tot | % Reg | A/A | Total | % Total % Total %
ions al Share| ions Sha | capital share | capital Share
re
Commercial Bank of 595 | 137 | 723| 42.4| 70Q 156 856 38.8 19,0270 38.7 5004| 34.2
Ethiopia
Construction & 63 42 105| 6.1 68 47 115 5.2 465.0 2.0 642.1 2.
Business Bank
Development Bank of | 31 1 32 1.9 31 1 32 1.4 2,554.0 10.8 2,134/8 8.
Ethiopia
Total Public Banks 689 | 180 | 869| 50.3 799 204 100 454 12,046.0 51.6 8219 | 44.7
Private Banks a7 67 114| 6.6 62 90 152 6.9 1,628.( 7.0 1,979,3 7
Awash International
Bank
Dashen Bank 59 53 112 | 6.5 69 73 142 6.4 1,493.( 6.4 1,994{1 7
Abyssinia Bank 41 45 86 5.0 55 54 109 49 909.0 3.91,326. 5.0
Wegagen 38 41 79 4.6 51 49 100 4.5 1,570.0G 6.7 1,825(8 6
Bank
United Bank 30 45 75 4.3 44 55 99 45 951.0 42 348 5.0
Nib 30 42 72 4.2 39 55 94 4.3 1,453.0 6.2 1,731)3 6,
International Bank
Cooperative Bank of 62 12 74 4.3 84 21 105 4.8 549.0 2.4 739.9 2.
Oromiya
Lion International Bank| 23 22 45 2.6 35 27 62 218 159 1.8 514.3 1.9
Oromia International 44 21 65 3.8 80 29 109 49 490.0 2.1 594.3 2.
Bank
Zemen Bank 3 5 8 0.5 3 6 9 0.4 400.0 1.7 529.1 2
Buna International 20 13 33 1.9 41 22 63 2.9 321.0 1.4 446.6 1.
Bank
Berhan International 11 11 22 1.3 22 26 48 2.2 340.0 15 488.7 1.
Bank
Abay Bank 37 10 47 2.7 54 16 70 3.2 300.0 1.3 395.0 1.5
Addis International 2 9 11 0.6 5 16 21 1.0 205.0 0.9 277.9 1.1
Bank
Debub Global Bank 10 4 14 0.8 12 7 19 0/9 114.0 0b5177.3 0.7
Enat Bank 0 2 2 0.1 0 3 3 0.1 162.0 0.7 261.6 1.
Total Private Banks 457 | 402 | 859| 49.7 656 549 120 546 11,300.0 48.4 6154 | 55.3
Grand Total Banks 867 582 1728 100.0 1456 753 220 10023,346.0 100.0 26,437.3 100.
0
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