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1. Introduction?*

Recent global summits and international conferenasderlined the salience of a
“rule-based, open, non-discriminatory and equitabidtilateral trading system, as well as
meaningful trade liberalization, which can substdiyt stimulate development worldwide,
benefiting countries at all stages of developménThis has provided an impetus to
development-oriented international trade and ecanamtegration. In this context, the role of
the WTO is crucial in helping countries integratenéficially in the international trading
system. In the current phase of economic globadimatcountries are indeed trying to
participate in this global economic system to gathe benefits of deepening integratibon.

The WTO has provided countries a forum in whickliszuss and negotiate their terms
of engagement in the multilateral trading systerat tere are concerns among developing
countries and newly acceded WTO members aboutdbeceed gains from multilateral trade.
The fear of differential and asymmetric level oinbéts across and within countries often
makes it difficult to obtain political support tceditimise an across-the-board trade
liberalization agenda. In addition to this, couedriengaged in the accession process need to
put into place specific adjustment mechanisms.

As of 14 February 2008, 23 new members have acdediéd WTO, raising the total
members to 151 (See Appendix Table Al), while tbhpehfor the newly acceding member
countries is to integrate their national trade itite multilateral trading system so as to gain
through economic transactions and trade exparskurthermore, WTO membership is often
seen as a means to gain credibility from the igtional business community; it is seen as
indicating the willingness of acceding countries itoplement far-reaching changes in

domestic economic policies and institutiéns.

! See Basu, Ognivtsev and Shirotori (2008a) forrprehensive discussion on WTO accession and its
implications for acceding countries economic pekicand trade-related institution building.

2See UNCTAD (2005)

® Frankel (2001) reports that for new round, whenadyic effects are included, ‘might raise globaloime per
capita by 2 percent over a twenty-five-year peret four times than in the truly long run’.

“See UNCTAD (2005) and Bachetta and Jansen (2003}liszussions and evidence on adjustment related
economic costs.

*Those are (in chronological order): Ecuador; BulyaMongolia; Panama; Kyrgyz Republic; Latvia; Hs#g
Jordan; Georgia; Albania; Oman; Croatia; Lithuariégldova; China;Taiwan, Province of China; Armenia;
Former Yugoslav Republic of Macedonia (FYROM); Negzambodia; Saudi Arabia, Viet Nam and Kingdom
of Tonga. In addition, the WTO General Council oRébruary 2008 paved the way for Ukraine’s membprsh
by approving its accession terms. Ukraine will haveatify the deal by 4 July 2008 and would beca&TO
member 30 days after the ratification. Following thatification of these terms, Ukraine will becorh®?™
member of WTO. See http://www.wto.org/english/theve/acc_e/acc_e.htm

®North (2003) describes institution as “the proce$schange”, and helps “improving the performance of
economies through time”. He emphasized that the édeynents of institutions are to “have secure mtype
rights” and “rule of law”.



During the negotiation process, the newly accedrdiries undertook a number of
substantive commitments to redesign their domesticnomic structure and institutional
framework, as well as to make economic conditionsremstable and predictable. The
accession process is often regarded as an unpreeddexercise in terms of the commitments
that link aspects of domestic economic policies @mstitutional matters. In particular,
acceding countries have had to deliver tangiblelt®do bring about changes in trade laws
and regulations, providing improved market accasgoods and services through reduction of
import tariff duties and the liberalization of se®s sectors, making their trade regimes more
transparent for business communities. As noted iqusly, these substantial domestic
economic policy changes were expected to senddibéeesignal to foreign investors to boost
their confidencé. Nevertheless, little research has been carriedmdate on the effects of
WTO accession on domestic economic policies artétitisns of newly acceded membérs.

There are important, not to mention, controversitilidies to assess the impact of
WTO membership on trade benefits enjoyed by coemtand its role in providing critical
impetus to economic activiti€¢sThe WTO as a rule-making multilateral world bamyght to
deliver meaningful benefits. However, given thefatiéntial level of economic development
and domestic absorption capacity of many of acgedountries, the adjustment needs to be
country specific to reduce unwanted costs arisimgnd the process. Hence, the analysis of
WTO accession should be broadened to include isel&®ed to a broader economic policies
and institutional structures and dimensidhs.

The paper is organized as follows: Section 2 oeslifiterature related to WTO
membership impact. The WTO accession process isriled in Section 3. The channels
through which WTO accession can impact economi@yalnd institutions are discussed in
Section 4. Section 5 documents data and empirietth@dology for the analysis. Difference-
in-difference analysis is used to identify the parfance of ‘treatment group’ (newly acceded
WTO members) in relation to ‘control group’- the GHRWTO developing countries in the

sample. Section 6 shows initial results of 23 neadgeded WTO countries in terms of GDP

" Detken et al (2004) discussed the role of Europérinn (EU) to help increase economic and politstability

in the newly acceding countries. It noted that ehbad been the overall positive achievements oflyné@
acceded countries in terms of domestic policy refand institutions. It strongly argued the rolete EU as an
institutional anchor.

8According to former WTO DG M.Moore: “One importamtay in which countries can demonstate their
commitment to policy stability, predictability amgphod governance is through membership of WTO”. \&@©
website for text of entire speech.

° See Piermartini and Teh (2005) for an overviewkey CGE and Gravity modelling exercise results from
Uruguay Round and Doha Round.

10 see Acemoglu et al (2001), Rodrik et al (2004)dmpirical evidence of the role of institutionseoonomic
development.



per capita, tariff rates and trade indicators, €ten specific results are shown by descriptive
statistics on domestic economic policies and imstihs, and explore some correlates in
Section 7. The next section presents the empimcatlel to identify the role of WTO
accession on domestic economic policies and imistitss by employing difference-in-

difference analysis. We also carry out robustnesasyais. Section 9 concludes the paper.

2. A Brief Literature Review

This section briefly points to some research papehngch are related to WTO
accession and/or membership, and show how theofdldTO accession has been perceived
to foster trade expansion and institution-buildaighe national level. An UNCTAD (2001)
publication on WTO Accessions and Development Policgsvides an integrated treatment
of different aspects of WTO accession processes amuohtry specific experiences. The
publication, inter alia, discussed the importaneMIO accession to the newly acceded
countries, and argued that “commitments made ircthese of accession to WTO should not
necessarily be deemed concessions. From this tikspeit might be more accurate (and
politically palpable) to conceive them as investtsemsofar as they are payments today in
the expectation that they will produce rewardshim future”. Separately, in a series of thought
provoking writings on GATT/WTO, Bagwell and Staig002, 2003 and 2004) discussed
the design and implementation of international déraayreements, and reciprocity and
enforcement of government negotiation. Some ofethtbgoretical underpinnings of WTO
accession encouraged more empirical discussionth@nmpact of WTO membership on
GDP, investment and trade.

More importantly, recent studies have highlightégeying opinions on the role and
impact of WTO membership on trade outcomes. Inres®f papers, Rose (2004, 2005 and
2006) did not find any statistically significantstdts of WTO membership on bilateral trade
flows. However, this result was contested upon bpr&manian and Wei (2003).They
argued that WTO membership could affect the dewslopnd developing countries in
different ways, as well as across sectors. Thegbest decisively illustrate the fact that WTO
accession literature is primarily concerned in ssisg the trade-specific effects only of
acceding countries via membership. In fact, reseaschave not yet given much attention to

theanalysis of WTO accession on domestic economicigsland institution-building

Hsyubramanian and Wei (2003) found that “WTO (and pitedecessor, the GATT) had promoted world
trade..[and that].... WTO may have increased wisridorts by about 44 percent or about US$3 trillior2000
alone”.



Let us briefly presentour main studies which have included, to some exteolicy
and institutional aspects of WTO accession. Inafithe initial papers on the impact of WTO
membership on transition countries, Drabek and Beita (2004) related the impact of WTO
accession on policymaking and institutional reforfilney found that for newly acceding
countries, WTO membership brought significant inyemment in governance and economic
policies. They also documented several reasonsashytries should join WTO, leading to
beneficial effects on domestic policymaking andcefht institutional system. In another
study, Kennett et al (2005) provided analyticatdssions of the WTO accession of Bulgaria,
Ecuador, and Jordan and also highlighted the letdibations, implications and trends
associated with WTO accession. Ferrantino (200p)oead the effects of WTO accessions on
governance. He compared the accession impact dahManerican FTAs on governance and
concluded that the World Bank’s governance indekcetors show no apparent relationship
between the period of negotiation or engagementraptbved governance?

Tang and Wei (2006) explored the consequences oD\&dcession on income and
investment. They found evidence that WTO acceskidnto income and investment spurs
only if countries had gone though rigorous accesgicocedures. They also showed that
“policy commitments associated with the accessivese helpful, especially for countries
with poor governance*®

The papers described above attempted to bring loeitpblicy and institutional
component in the analysis of WTO accession outcoieisthe above studies did not discuss
in totality the links between WTO accession and dstie policy and institution-building. In
the spirit of the above discourse, this paper dises thepositive impactof the accession
process and stringent conditionalities attachedM®O membership. The countries had
actually brought about substantial domestic econopalicy reforms to overcome many
existing supply-side constraints and institutiobattlenecks” Therefore, this paper aims to
discussonly WTO accession and its impact on domestic econ@ualices and institutions of
the newly acceded WTO members in comparison to aeshe GATT/WTO developing
country members.

2 In this paper, we do not include any of the sixegaance indicators from the World Bank’s “Govercmn
Matters’ database. See http://info.worldbank.orgégnance/wgi2007/

13 They used the World Bank’s governance index, aadaRRights Index, along with Heritage Foundation’s
Index of Economic Freedom.

4 Basu (2008b) empirically finds a key role of itistions in raising development.



3. WTO accession process: An overview

This section briefly outlines the procedures nemgsto become a member of WTO.
The benefits of joining this organization are adlofes: “Membership in WTO allows
countries to design their development strategies tasde policies in a more predictable and
stable trading environment. Accession to WTO mastden not as an end in itself but as a
key element in the pursuit of national developnperity objectives; these objectives should
be clearly defined before a country begins the ssio& process, so that the terms of
accession, notably the specific concessions andmitmnents relating to foreign access to
markets for goods and services, as well as othennsibments under WTO Agreements
(agricultural and industrial subsidies, trade redat investment policies and intellectual
property rights, etc.), fall within the parametafthese policies(UNCTAD 2001)

It has been discussed over the years that theaenised for appropriate balancing
between domestic challenges and conforming tonaternal trade rules during the process of
negotiations so as to enhance their increasingbaneficial participation in the multilateral
trading system. In view of the accession packagds believed to foster the following changes
in a country:*Accession, if it is to be achieved on balanceargr should be recognized as a
difficult and complicated process, which may begthy, requiring high-level preparations
and coordination among government agencies andoadipolitical consensus in order to
effectively pursue and defend national interegtsvill also require tough negotiations with
major WTO members. Such negotiations involve gjfiatend long-term issues which could
affect the trade and development policies of caestrconcerned for years to come
(UNCTAD 2001).

Figure 1 presents schematically the different brstags to follow before becoming a
WTO member. Article XIl of WTO Agreement statestthiae conditions to become WTO
members as:accession to WTO will be “on terms to be agreedtween the acceding
government and WTO. Accession to WTO is essertiglipcess of negotiatiort® The WTO
accession process follows the general rule wheeeHheaccession working party takes
decisions by consensus, all interested WTO Memibeust be in agreement that their
individual concerns have been met and that outsigndsues have been resolved in the

course of their bilateral and multilateral negadias”.*®

5see http://lwww.wto.org/english/thewto_e/acc_e/acedsm
16 Seehttp://www.wto.org/english/thewto _e/acc e/accesnefor detailed discussion.




Figure 1. Schematic presentation of various steps of WT€2sgion process

Application for accession

a communication to the Director-General of WTO
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[General Council]

Consideration of the application and gstablishment of a Working Party
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Submission of tHdemorandum on Foreign Trade Regime
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!

[Multilateral track
(Working Party)]
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Memorandum from WTO
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the Working Party to the
General
Council/Ministerial
Conference draft
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!

A

[Market access on goods track]
negotiations on tariffs concessions,
commitments on agricultural support
and export subsidies

The schedule of Concessions and
Commitments on Goods

[Market access on services track]
negotiations on commitments on

services

The schedule of Concessions and
Commitments on Services

Source: Adapted from UNCTAD and WTO accession damnis)

}
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|
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l Thirty days after acceptance
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The Protocol enters into force and the applicanbbes aNTO




After this initial process, a working party is sgt to initiate three interrelated tracks of
accession negotiatiom systemicor multilateral track a market access in goods traekda
market access in services tracRuring the accession process, countries subntdildd
guestions in the following areas: balance of paysieioreign exchange operations; statistics
and publication systems relating to foreign tradastoms import tariffs, including any
preferential tariffs, customs fees, tariff exempsipetc.; export regulations; import licensing;
state trading enterprises; pricing practices argllegions; taxation systems; subsidies to
specific sectors of the economy, particularly agtioe; regime for foreign investment;
safeguard measures and other trade remedies (anpidg and countervailing measures
standardization and certification of imported ggpdanitary and phytosanitary standards; and
systems of protection of intellectual property tigyH Once they have acceded, WTO members
are expected to benefit from their participatiorthe multilateral trading system, which will
translate into higher income, trade levels aatter government and rule of lglitalics added).

18

Of the 151 members, 128 were contracting partiethefGATT system. The latter
countries became “founder-members” of WTO whenaswet up on 1 January 1995 after the
signing of the Uruguay Round Agreement at MarrakiesApril 1994 (See Appendix Table
A2 lists founder members of GATT/WTO and Table A8td countries that are seeking
accession to the WTGY.These 128 founder members did not need to acoe#érO under
the Article XII.1 of the Marrakesh Agreemefft.

4. How does WTO accession process impact?

This section provides the possible mechanisms tiravhich WTO accession affects
a country's policy and institutions. Membership\fT O requires that a country's trade regime
conform to WTO rules. The WTO rules consist ofatiént components such as the General

Agreement on Tariffs and Trade (GATT), twelve isspecific agreements (e.g. on

’See UNCTAD (2001), and other WTO accession docusrfenturther discussions.

18 Seehttp://www.wto.org/english/thewto e/whatis e/10befi0b00 e.htnfior further discussion.

19 Another route to WTO membership is contained inTGAArticle XXVI5(c) of GATT 1947 that notes that a
territory of a contracting party that attains autary can be sponsored for membership by the comiaparty.
Eighteen countries became WTO members in 1994 thamkhis article, while Algeria and Cambodia hhd t
possibility to exercise this clause, but they did do so. The Article states “If any of the custamsitories, in
respect of which a contracting party has accepted Agreement, possesses or acquires full autoriantlye
conduct of its external commercial relations andth® other matters provided for in this Agreemesich
territory shall, upon sponsorship through a detianaby the responsible contracting party establigithe
above-mentioned fact, be deemed to be a contragértyg”

Seehttp://www.wto.org/english/docs _e/legal e/gatt4d7 @htm#articleXXVI

20 See Ognivtsev et al (UNCTAD, 2001) for a comprefiendiscussion on accession issues.




agriculture), General Agreement on Trade in Ses/ilBATS) and Agreement on Trade-
Related Aspects of Intellectual Property Rights IF$3. A multilateral working party is
established to review each accession case; in thedeng parties WTO members investigate
whether any part of the acceding country's trad@me is inconsistent vis-a-vis WTO rules.
Two of the main areas under scrutiny are: econgnlcies measures affecting imports and
exports, and the institutional framework (of legad judicial factors) that exists to formulate
and enforce such policies. Therefore, it is evidesrh accession requirements that one ought

to look into the details of WTO accession for neatygeded members.

4.1 Channels of WTO accession impact

WTO accession impacts domestic economic policiesimastitutions through a variety
of WTO rules, which directly correspond to thoseluided under “policies affecting trade in
goods and services” (See Table 1). These spexificomic policy measures in this package
include regulations over imports and exports (&gff types, import licensing system, non-
tariff barriers, and export tax) as well as othetérnal” measures that may affect trade, such
as industrial and agricultural subsidies, technis@ndards, and state trading entities as
documented in the WTO accession technical fé#é WTO members find that any economic
policy measure is inconsistent with certain WTOvsimn(s), the acceding country needs to
provide evidence when and how it intends to reftrat specific economic policy in question,
because these are all part of overall changeseotittmestic economy. So, economic policy
reforms and institutional changes declared intégsiner by an acceding country are regarded
as commitments on “rules”.

Parallel to multilateral negotiations on rules,aaceding country negotiates bilaterally
with interested WTO members over how many “con@ssi it should make in terms of
opening its market to exports from WTO members.nd@ssions consist of tariffs that are to
be bound at “commercially viable levels” (WTO 199%p that these concessions are
incorporated in the schedule of commitments for toeintry engaged in the accession
process.

%I The largest Working Party so far is on the acoessf the Russian Federation, to which 58 WTO mesbe
participate. The smallest ones are for BhutanMadtenegro, each with nine WTO members (WTO 2005ep

8).
2% See for further details, Technical Note on the Asaan Process, WT/ACC/10/Rev.3, 2005, and
http://www.wto.org/english/thewto_e/acc_e/acc_e.htm

-10-



Let us now discuss specifically the two main angawhich WTO accession affects
economic policies and institution-building. As teeis no WTO Agreement that requires
specific reform and change in many of the so-caltstitutional indicators, but the broad set
of commitments can actually bring about real charigenot only economic policies but also
on institutions of the acceding country.

Once the accession negotiation is over, WTO meméetsacceding countries agree
on the terms of accession containing commitments rales and on market access
negotiations; following this, a working party issue report providing the details on the terms
of accession. The Legislative Action Plans (LAPs)vdes a clear indication of institutional
changes, which contain a timetable for legislatlianges, the intended policy reform, and the
schedules of concessions in goods and serviceswibrth noting here that these documents
are legally binding under the protocol of accessi@n it cannot be altered unilaterally by the
acceding country without prior consultations. Alése clearly indicate a potential influence of
WTO accession on the domestic economic policiesistdutions of acceding countries.

In the spirit of this paper, we examine the “widthé. the areas, of economic policy
and institutional changes specified in the termsaafession of the 23 countries that have
acceded to the WTO since 1995. The width of ecaongulicy changes is assessed in terms
of the number of areas where a country statedoitsntitment on economic policy reform in
its working party report. It is worth noting heleat the spread of commitments made by each
country across different policy areas remain vargilar as it is a part of the accession
requirement?

Across different policy areas, almost all countmeade commitments in areas which
have a direct correspondence to a WTO Agreemeft asi@anti-dumping, customs valuation,
import licensing measures, and TRIPs. In suchs;asmanmitments are a simple statement
that a country will abide with the given WTO ruledaworded in an almost identical manner
across countries, this is probably because previwaeking party reports served as a
precedent. Then, contents of the commitments oiitetude specification of laws to be

amended or created in order to be consistent asdrieg economic policy reform. If

3 Quite a number of recently accede countries madenitments with regard to privatization of statedred
enterprises and pricing policies. Such commitmanesreferred to as “WTO-plus”, as they exceed dwell of
obligations that applies to existing WTO members.

24 “Technical Note on Accession Process” (2005), areg by the WTO secretariat, provides paragraplishwh
provide a type of commitments in the working pamports of each country. Commitments accordinthi®
note take different forms, e.g. a specificatiomafional measures to be amended in order to conforiTO
rules, acceptance of obligation to abide by existTO rules, or obligation not to have recoursespecific
WTO provisions (e.g. transition periods). The W¥€&retariat note also indicates the number of paphg
used to specify each commitment.

-11-



countries have made no commitments in a specificyarea it generally means that they
already have a trade regime that conforms to theegponding WTO rules. In case of

developing countries and particularly LDCs, it ablle due to the fact that the special and
differential (S&D) provision of a given WTO rulelalvs them to be exempted from abiding

with this rule, although there are cases that &B $rovisions are not automatically granted

to newly acceding countries including LD&s.

In Table 1, we schematically present the two aesearking party focuses on during
the WTO accession process and the impacts that Vd&@bership would have on domestic
economic and institution-building.

In this paper we argue that accession commitmemds stringent conditionalities for
making changes in domestic economic policies arsfititional framework help aspiring
countries to implement and deepen their transfaomdbr qualitative changes over time. These
multilateral commitments oblige them to become maonedible, notably by implementing an
appropriate set of economic policies within a sfiecperiod of time. The time-bound
commitments help to generate a huge amount of dmmpsessures in place of a WTO
consistent set of policies to initiate domesticrenuic policy reform measures.

In other words, Table 1 shows that the WTO accesprocess does not limit itself to
trade policy measures and/or external sector lilzateon. The accession packageleal
envisages that concerned governments will undersikestantial reform at the domestic
economy policy level that may help to reduce camsts, both on the economic and institutional
fronts. Given this perspective, we argue that glsimeasure to identify WTO accession impact
on a country may not be fully appropriate, and onght to look for a composite measure of
economic policies and institutions.

More specifically, by looking at the above Tablevile observe that the institutional
dimensions consists of the following aspects: stmecand powers of government and of the
executive, legislative and judicial branches; adstiation of policies on WTO-related issues,
authority of sub-central governments, uniform adstration of trade regime, judicial review,
publication of information on trade and trade lawad submitting WTO notifications. Rules
related to WTO accession can clearly help stimutiatgible changes in institutions, in the case
of economic policy measures, which are directhated to import and export regulations and

policies, and

%5 Note that in some policy areas such as agricyln@king no commitment is a declaration that a tryun
follows WTO rule. For instance, in the agricultupallicies, no commitment in terms of reduction gfieultural
subsidies means that a country is committed nbat@ any such subsidies to begin with.

-12-



Table 1 Impacts of WTO accession process on economicipgsland institutions

Commitments in specific policy areas

Policies
affecting trade
in goods And
services

Trade in| Import regulations

goods

Import regimes, customs coddjnary customs duty, othe
duties and charges, TRQ, tariff exemptions, apgtioaof
internal taxes on imports, prohibitions, quotasstretive
licences, import licensing procedures, customs atain,
rules of origin, other customs formalities, prepshent
inspection, contingency measures (e.g. anti-dumpg

countervailing or and safeguard measures).

o

ing

Export regulations

Tariffs or taxes on exports, @kprestrictions, expor

subsidies, export processing zones.

t

Internal policies
affecting trade in
goods

Taxes and charges levied on imports, industrialicigs
including subsidies, technical barriers to trad®TJ and
sanitary and phytosanitary measures (SPS), tralledi
investment measures (TRIMs), state trading entitfese
zones and special economic areas, government jgroeuat,
transit, agricultural policies, trade in civil aiadt, textiles,
and trading rights (e.g. advertising and trade lgotel and

tobacco).

Trade in services

Horizontal commitments (in Modgs 2, 3, 4), MFN
exemption, full or partial commitments in the fallmg
services - business, communication, constructimstriloution,
educational, environmental, financial, health, tsmur and

travel-related, transport.

Trade-Related Intellectug
Property Rights (TRIPS)

alObligations stipulated in the TRIPS Agreement.

Other related policies

Non discrimination, foreigechange and payments, bala
of payment measures, investment regime, state ahipeand

privatization, and pricing policies.

nce

Policies affecting institutions

Structure and posvesf government; powers, executi
legislative and judiciary administration of polisien WTO-
related issues; authority of sub-central governsjaemiform

administration of trade regime; judicial reviewdlimding the

€,

right of appeal).

Source: Technical Note on the Accession ProcessA@T/10/Rev.3, 2005, and
http://lwww.wto.org/english/thewto_e/acc_e/acc_e.h®ee also Basu, Ognivtsev, and Shirotori (2008a)
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TRIPs issues, etc. Hence, we argue in favour afguaicomposite measure of economic policy
and institutions in this paper.

Therefore, the purpose here is to explain and geoempirical evidence for the fact that
due to WTO membership requirements, there have belestantial changes in economic policy
and institution-building after controlling for theleveloping country members of the
GATT/WTO.

4.2 A testable hypothesis

The analysis is based on the WTO accession casE89%-2007. The findings suggest
that WTO accession can induce, under certain condit countries to establish or improve
domestic policies and institution-building. Howevehe accession process itself needs to
incorporate mechanisms which take account of tfierlig levels of economic development and
institutional capacity of acceding countries, so tasavoid placing a heavier burden of
implementation policy and institutional reform amelated costs on countries with limited
human, administrative and financial resources. Gihés backdrop, we intend to put forward the

following testable hypothesis

Hypothesis: The WTO accession process has mainly a positidesigmificant impact on
domestic economic policy and institution-buildif@ountries that have become WTO
members show higher level of institutional improgets in relation to other developing
country members of the GATT/WTO.

The principal logic of this hypothesis, as deseditabove, is that during the WTO
negotiation process an aspiring country has to riakie far-reaching commitments that are
directly related to domestic economic policy referand institutions; these commitments are
related to systemic changes of economic measures ralevant policy changes for
institutional capacity-building that go deeper thather one-time changes in policymaking.
We show that compared to developing country (memlwér WTO), the newly acceded
members have benefited because of a stringent iaégotprocess, during which the WTO
played the role of anekternal policy anchor to help bring about domestic ecomopolicy
and institutional changes.

Therefore, the aim is to present empirical evideand support to the fact when

analysing the effect of WTO accession, we needatdeyond the usual measures of trade
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flows or trade policy, and rather a broad compositeasure of economic policies and
institutions should be considered to understand WABQession impacts. To that end, we
specifically argue that the composite measuresldhmiincluded as outcome variables in the
empirical modelling section of the paper, and tlhwse the rest of the developing country
GATT/WTO members as a reference group to deterthieeffects on the domestic economic
policies and institutions of newly acceded WTO mersb

The majority of the studies examined during thsesech have emphasized the direct
impact of the GATT/WTO membership on trade policgasures and trade outcomes in
general. Some papers attempted to relate to thisypand institution-building. However, we
show that rather than taking an indirect route eooetric modelling can be used to identify
the channels through which WTO accession helpstdesrto promote a substantial policy
reform agenda. In other words, the focus shoulglaeed on examining the impacts of WTO
accession impacts on domestic economic policy arstitutional changes in a concrete
manner. Policymaking and improvement in instituéibquality should prepare countries to
climb further up the development ladder. Once werg out thisuntapped linkagethen the
guestion of accession impact can be explored rigiddyoon trade, investment, finance and

development.

5. Data and empirical model

In this section, we set up and examine through @oetric specification of the
hypothesis that accession has a positive and &igntf impact on economic policies and
institutions (DEI). In other words, if accessiontbh@ WTO influences policies and institutions
in the acceding country, what is the extent of thilience?

In order to capture the changes in DEI two meastoeshe dependent variable are
used - one for the baseline estimation and andtinethecking of the model's robustness. The
measure for the baseline estimation is the Indekooinomic Freedom (EFI) estimated by the
Heritage Foundation. The EFI is a composite measomstructed from ten indicators - trade,
fiscal burden, monetary policy, foreign investmebsnking, wages and prices, property
rights, regulation, and international market. Tdeta are estimated for 101 developing
countries during the period 1995-2004. It should rim#ed that the EFI has not been
constructed to take into account the accessiondtapgm domestic economic and institutional
quality. However, the constituents of the index capture some of aspects of accession

commitments. (See Appendix Table A4 for detailestdssions of the EFI and components).
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The second measure (for robustness analysis) oflependent variable is obtained
from PRS group data on thieternational Country Risk GuiddCRG) that helps to identify
the risk measure of business investment by comp&hi€he PRS Group has provided
‘perception-based’ data and information on a nundfeisk components on a monthly basis
since 1984; this data helps to identify policy anstitutional related developments in more
than 130 countries. We included three componems fiheir dataset, which are related to
countries economic policies and institutions, sashinvestment profile (IP), law and order
(LO), and bureaucracy quality (BQ). The data amdusince 1995 to 2004 for 81 developing
countries, including GATT/WTO members (See Appentible A5 for detailed discussions
of the ICRG index and its components). Therefarethis paper, we use two measures of
DEI, (i.e. EFI or ICRG) to identify the impact of MWD accession negotiation during the

treatment period.

The key independent variable in this paper is thEOMccession dummyariable.
This is computed from the information on memberntoas of WTO documents which are
downloadable from WTO website direcfi{The control variable in all of the specificatidas
lagged GDP per capita (log of), which is obtainednf the World Bank’s World

Development Indicators (2006). (See Appendix T&#dor list of countries in the sample).

The test uses the tool of difference-in-differefP®) analysis which uses dummy
variables to segment the observations for coun&mesyears in order to produce estimates of
the effects of WTO accession on D&[The hypothesis is accepted if the countries thexttw
through the accession process show higher levelsmpfovements in DEI than other
developing-country members of the GATT/WTDTwenty-one newly acceded countries are
defined as the ‘treatment group’ and other develppiountries which are GATT/WTO
members as the ‘control group’ (See Appendix Ta@fidor the list of countries in the sample

for the empirical study°

% In PRS Group website, they claim that “You carstrine PRS Group to bring you the accurate andlfime
information you need to make the decisions thateueial toyour business” (http://www.prsgroup.com/)

27 Seehttp://www.wto.org/English/thewto_e/acc_e/acc_e.fonrelevant country-wise accession documents.
%8 See Meyer (1995), Slaughter (2001) and Betrandl é2004) for a detailed discussion on differense-i
difference analysis.

29 Information on Viet Nam and Tonga are not incluitethe analysis because of their recent entrizgoN TO.
We don’t have enough information to test impacttwir domestic economic policies and institutiongddings.

% The selection of sample country depends on thiéadility of comparable data across variables fotte

model specifications.
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Let us define the following notations as followddve

DEI, is the measure (EFI or ICRG) of domestic econgmoiicy and institutional quality of

countryi at time period .

WTOd, 0{01} =Dummy variable of whether a countiyis member of WTO (=1) or not (=0)

at time pointtin the sample.

ADEI,..'=Measures (EFl or ICRG) the change in the domestionomic policy and

institutions over the treatment period for the tmeent group, the newly acceded WTO

members.

ADEI,.°=Measures (EFI or ICRG) the change in the domestionomic policy and

institutions over the treatment period for the colngroup.

Therefore, the causal effect of WTO accession tigan for countryi at time point
tandt+t* is compared for the outcome of the change in treastic economic policy and
institutions (EFI or ICRG) over the treatment pdrfor the treatment group in comparison to

the control group.
Let us write now the average treatments effects)Adn the treated in the following form:
WTOg=0}....... 1)

ATE= E{ADE i [WTO@ =1} - E{ADEP e

In equation (1), E{ADEIlm* WTO(, :]} measures (EFI or ICRG) the change in the

domestic economic policy and institutions in a doyn of newly acceded WTO members,
while E{ADEI %4 |WTOd, = O} measures the change in the same in a countoy control
group in the respective samples.

By following equation (1), to explondypothesisthe difference-in-difference analysis
is employed here by estimating the following equati
DEI"*®; =g, + BWTOg + BWTOg,. + HWTOd ™ + GWTOA Pitser + K, + A, +€ %Py
2)
where DEI®=Y; is the measure (EFI or ICRG) for country i belomgio the treatment group
of twenty-one recently acceded countrigscaptures fixed effects of country

WTOd is a dummy variable for country i which is equalltif a country is a member of the

WTO at time t and to O if it is notf, thus captures the effect of WTO accession in tle ye
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after accession anf the effect of WTO accession in subsequent yearthioihole sample

of countries in both treatment and control groups.

WTOd®; is a dummy variable for country i in the treatmgmbup (the newly acceded
countries) which is equal to 1 in the year of asies and 0 otherwisaVTOd® % is a

dummy variable for the same country i which is ddaa) in years prior to WTO accession
and to 1 in the year of WTO accession and subse¢yeans. d,thus captures the additional
effect of WTO accessioim the year of accession and the additional effect of WTO

accessionn subsequent years for the treatment group inpaoison to the control group.

Xit-1 IS the log of lagged GDP per capita which acts asoay to capture all other country-

specific variationsA, represents the time-specific effects in the megekification, ande is

an error term which is assumed to have zero meancanstant variance and not to be

autocorrelated.

However, if we only consider newly acceded WTO memdmuntries in the sample, then

equation (2) boils down to the following:

DEl , =a, + OWTOd ;, + OWTOd . +¢X, , +A, +& ...... (3)

where DEI, is the measure (EFI or ICRG) of domestic econonalicp and institutional
quality of countryi at time periodt, J,captures the contemporaneous change in the outcome

variable with WTO accession, and whi&g captures the change in outcome variable with

after effects of WTO accession. The results are dsadiin section 6.

6. WTO accession: Some stylized facts

WTO member countries have carry out many policyngea during the accession
process. Evidence of some of the changes that3we®ly acceded countries is documented
below (Appendix Table A7 lists these 23 countrieBlese countries implemented these
changes as they wished to enjoy the benefits olulilateral trading system, and become
eligible for MFN treatment on all their economiansactions from other member countries.
The statistics show that population size of thesenttes is relatively small, except for

ChinaThe GDP per capita (current $) varies acraamiies, with $270.7 in Nepal, and
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$15,291 in Taiwan, Province of China in 2005. Thed&/&DP ratio for Nepal, for example,
is less than 50 per cent, while that of Estonialisoat 165 per cent. These numbers only
show that countries vary not only in their economévelopment, but also in so-called trade

openness measute.

Newly acceded countries reduced their applied M&ifftrates following their first
working party meeting (See Table A3§). In the base year (i.e. 1995), 13 countries had
average tariff rates of more than 10 per cent,bdle latest year (2005) for which data are
available only seven countries still had these ayettariff rates. The maximum average tariff
rate in the base year was 35.5 per cent (China)pridy 16.8 per cent (Viet Nam) in the latest
year. A quick look at the table indicates thatr@l's tariff rates decline has been substantial,

and followed by Albania and Jordan.

The level of participation in international tradar feach country is depicted by its
share of global merchandise trade. Only Chinashasvn a significant rise of its share from
2.88 per cent in 1995 to 7.28 per cent in 2005. &kgort and import share (merchandise
products) of the 23 new member countries in 199b 2005 are also key to understanding
their increased participation in international gradter acceding to the WTO(See Appendix
Table A9) Other countries show an overall slow riséheir share over the period; however
the difference is not statistically significantégomparison to the base year of observation. It
can be argued that the impact of WTO accessiondvoudbably be realised after some years
of membership.

The descriptive statistics of above indicators tiwo separate years (see Appendix
Table A10) show that average per capita GDP is ckeniaed by a significant amount of
dispersion among countries, and that the trade/@D®& had increased; however, MFN tariff
rates had declined significantly over the periodhe Tshare of merchandise exports as a
percentage of world exports increased from 0.32.54 per cent over the past decade, as did
imports. Therefore, it provides some initial asstoraindicating the fact that countries with
falling tariff rates are doinghore trade

Another crucial element of the accession processasstatistics related to number of

“systemic” (or institutional) commitments made ygse countries in the working party report

%1 See Sachs and Warner (1995) and Wacziarg and 20618) for a discussion on trade openness measure.
32 We perform paired mean difference test of twoqusiacross 22 countries. The result is statisgicall
significant at 1 per cent level, indicating theeslibeen a significant fall in latest year compaodobse tariff

rates.

#Merchandise exports and imports and trade/GDP al@aobtained from UNCTAD’s Handbook of Statistics
(2008).
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(Appendix Table Al1l). The width of the terms of actes refers to the range of issues in
which acceding countries are required to refornirtaeonomic policies and institutions. On
average, countries made commitments in 23 poliegsarBy taking statistics from acceding
countries, we find that the mean number of “ardasommitments” is 23 (excluding China
and Taiwan, Province of China is 22). Under eaolicp area, however, some acceding
countries have made much "deeper" commitments tthers. The depth of the terms of
accession is assessed by the number of commitnaeagqaphs in the working party report,
since these paragraphs refer to the types andetireel of policy and institutional reforms that
acceding countries have to undertake. The averagwer of “paragraphs of commitments”
was 34: Mongolia negotiated the smallest numbemparfagraphs of commitments (17);
whereas China took the maximum number of paragraghsommitments (82). Another
interesting statistic is the number of working pameetings that were held and members
present during the accession process. Nepal andgi@elmad only 3 meetings each during
their accession process, whereas China had 41 ngeettith working party members. The
number of working party members is another indaabf how existing member countries are
interested in the economic strength and future pmois of the candidate country. A quick
look at the table shows that mean number of memise28 (excluding China and Taiwan,
Province of China where the number stood at 24)n&Lhad 62 working party members,

while Cambodia and the Kyrgyz Republic each hagvafking party members.

The key accession information discussed above gleadicates that acceding
countries have made substantial commitments. Subkseéq sections will seek to
systematically explore the implications of WTO a&tes on domestic economic policies and

institution-building.

7. Linking WTO accession to economic policies andstitutions

In this section, we describe briefly the descriptistatistics of EFI; and ICRG
measures to indicate the economic policy changek iastitutional quality for acceding
countries. We present results for 21 countriestibae completed the accession procedures as

Viet Nam and Tonga were not taken into accounténeimpirical analysis.
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7.1 Some descriptive results

The key question is to determine any domestic ecangrlicy and institutional
changes among newly acceded countries during #i®g on. First, we discuss the EFI
measure, and then the ICRGI, and then analyse ¢noegs of countries for both the samples
in enlarged version. By dividing countries into tfelowing groups: Developing countries
GATT members only, WTO members and WTO members-ArcKVI5(c).

We present the results for the EFI sample (See Atipenable Al12). This sample
consists of a total 98 countries. The developingntty GATT members have an EFI value of
1.73 and 1.85 for the newly acceded WTO memberstemer, WTO members-Article
XXVI5(c) registered average value of 1.71. The abfigere clearly shows that the value is
highest for the newly acceded members, and the mami value (3.32 of Estonia) in the
sample is from this group. Similarly, we presemt thsults from the ICRG sample. It consists
of 80 developing countries GATT/WTO members. The WT@mhers’ average stands at
4.90, 4.57 for GATT members and 3.908 for XXVI5(cuntries (See Appendix Table A13).
The average of all the developing countries in tam@e is 3.92. The above descriptive
statistics provide an initial indication that inrosample for both sets of measures, newly
acceded WTO member countries have performed béditdrthe rest of the groups. This
preliminary finding implies that domestic econonmolicy and institutional changes have
been raised substantially over the period for neaglyeded members of WTO as compared to

the rest.

7.2 Some correlates

Firstly, we determine correlation among EFI and ICR@mponents. Secondly, the
correlation results between GDP per capita (logwifh a composite measure, such as EFI
and ICRGI, and its constituent components are ptede The correlation matrix of 10
components of EFI is also reported (Appendix Tablel)A By looking closely at the table,
one can observe some interesting relationships grii@ncomponents. For example, the trade
(TD) policy component is significantly correlatedtiwiforeign investment (FI) and banking
(BK) component measures of EFI. TD is not statiflicsignificantly correlated with only
monetary policy (MP) component also. Similarly, gpeperty rights (PR) component has
highest correlations with the foreign investment),(banking (BK), and wages and prices
(WP) components, and has least correlation with rifenetary policy (MP) component.

Furthermore, the regulation (RE) component of EFdvah a maximum correlation with
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property rights (PR) component and followed by tteeign investment (FI), banking (BK),

and wages and prices (WP) component.

The correlation of foreign investment (FI) with barnk (BK) is highest, and followed
by the wage and prices (WP), property rights (PRJ agulation (RE) components. It
indicates that institutional measures are impor&ements of economic policy change, and
its improvements. The domestic economic policy ckaagd institutional measure are all
positively related to each other in the EFI sampét.us now turn to discuss the relationship
of these the EFI components with GDP per capita éipljx Table Al1l5). The composite
measure of 10 components is the economic freeddexi(EFI), and that is highly correlated

with GDP per capita (log of) indicator, 0.65.

By analysing individual components of EFI, we obsethat better regulation (RE) is
highly correlated with GDP per capita, and so 8 groperty rights (PR) component, and
improvements in the (in) formal market (IM) compaheMonetary policy (MP) and
government intervention (GI) components have tlestleorrelations with GDP per capita
component. It again shows that improved banking )(BKd foreign investment (FI) have
statistically significant positive correlation withe GDP per capita; this is equally true for the
trade (TD) component. With all of these domestidgyohnd institutional measures, it comes

out strongly that GDP per capita measure is p@siticorrelated.

The International Country Risk Guide Index (ICRGB tomposed of three
components: investment profile (IP); law and ord«Dd); and bureaucratic quality (BQ). The
Investment profile (IP) component of ICRGI is foutadbe positively correlated (statistically
significant) with the law and order (LO) and bureatic quality (BQ) components.
Bureaucratic quality (BQ) has the highest correfatith the law and order (LO) component.
The correlations between GDP per capita with thmapopnents are shown in the next table
(Appendix Table Al7); the results clearly indicdlat bureaucratic quality (BQ) has the
highest correlation with GDP per capita, followeg law and order (LO) and investment
profile (IP). (Appendix Table A16).

Therefore, a high correlation between domestic ewiongolicy components (i.e.
banking, wages and prices, trade, fiscal burdemiga investment, investment profile) with
institutional measures (i.e. property rights, ragjoh, law and order, and bureaucratic quality)
should not be interpreted as causation. The pneéingi results of interrelationship among
these components with GDP per capita are also eagimg. This helps us to explore in detalil

the causal relation through econometric modellmtater sections of this paper.
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8. Empirical Results

To provide empirical support to testable hypotheslsis section intends to discuss
results from difference-in-difference analysis. Thesults from the three estimation
procedures: ordinary least squares (OLS), feas#eglized least squares (FGLS) and fixed
effects (FE) are presented. These model specifiatoa run with the economic freedom
index as dependent variables. For robustness asalys use international country risk guide
(ICRG) index as well. Another set of set of robes analysis was carried out by dropping
China and Saudi Arabia from the sam{léThese two countries were removed from the
sample for two very specific reasons: (i) the tdilme from application to membership was
among the highest for these countries; and (iiy thad to make a maximum number of
commitments during the accession negotiations.i®uely, it was argued that the number of
commitments was related to changes in economiccipsliand institutions. These two

countries may, therefore bias the results downward.

8.1 Main results

The estimation results of equation 2 (see Secti@réshown in Appendix Table A18,
A19 and A20. Results are obtained by considerihgl@teloping countries in the sample as
control group. First, OLS (pooled) results for eamno freedom index (EFI) as dependent
variable are presented. (Appendix Table A18) The niradiependent variable is the WTO
accession dummy, and lagged GDP per capita (logs dfle control variable. In the first three
columns (Col.1 to Col. 3), we define the WTO acamssiear as a dummy variable, where
accession year is 1 and it remains 1 for the regteosample time points, and zero otherwise.
The first column show statistically significant pnse coefficients of the WTO accession
dummy variable (coefficient is 0.138 and significaat 10 per cent level). The control
variable, lagged GDP per capita (log of), is pwesitand significant in all the different
specifications of the model. In column 2, We in@dd time trend variable {timetrepygs=1,
timetrendges=2,.....) to account for the overall trend in econorfrieedom index, i.e., to
understand if there has been any perceptible sepokitive trend in economic policy and
institutions for these sets of countries in the gi@mThe positive and significant coefficient
on the time trend indicates that the long-run tremdVTO accession to domestic policy
changes and institutions are upward. In the regmessstimation in Column 3, we include

both year effects and time trend, but in that ¢dhsecoefficient is no longer significant at the

% saudi Arabia do not matter much as after theiessions, there is no data point in the sample.
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10 per cent level. This result can follow from tlaetfthat in simple pooled OLS, by ignoring
the country heterogeneity, the year effects may latually accounted for changes in EFI.
We now show an analytical exercise of WTO accessigract at the domestic level.
We postulate that WTO accession could impact on @oan policy and institutions to a
country which did not go through the accession @seqa control country). If OLS is a causal
relationship, then the size of the coefficient ol @accession dummy suggests its impact on
economic policy and institutions, which is measubgdEFI. For example, Madagascar did
not go through with WTO accession process, whil@lania had gone through the process.
The regression coefficient from column 1 of Appendiable Al18 indicates that if
Madagascar had gone through the WTO accession grasem Lithuania, then Madagascar
would raise EFI to 1.77, closing the gap with Liéhia from an average of 0.64 to 0.54
points, which is a substantial improvement. Madegds EFI would then become higher than
that of developing countries of GATT/WTO averagelof32° This simple exercise shows a
substantial improvements that could occur had dilken gone through the accession process.
In the remaining columns (Columns 4 to 6), we afifeno understand the WTO
accession impact on economic policy and institwiomeasures, by isolating the accession
time profile into the two indicators to ascertane impact: the year of accession to WTO, and
for the subsequent years. (Appendix Table A18). €bhenomic policy and institutional
measures is due to its lengthy process and thaigelsaare slow, and that governments need
to pursue such measures on a longer-term basis.p0beive reflections on economic
outcome measures are not necessarily supposedcto oaly in the first year after the
accession; rather results turn out to be substinitaproved during subsequent time period.
We can expect that WTO (t0+t*) to be positive algjaf not WTO (t0)3.6 It is observed that
both WTO (t0) and WTO (t0+t*) are positively signdiat in all the different model
specifications; WTO (t0+t*) is statistically morégsificant®’ Hence, the coefficients of the
WTO accession dummy designedestimate the additional effects on DEI for neadgeded
countriesover a longer period than simply the year of asiogsare positive and highly
statistically significant, as are the coefficiefts the proxy variable, (log of) real GDP per
capita. The conclusion as to the significance efittiluence of WTO accession over a longer

period is therefore valid.

% The EFI average over the period for Lithuania.&72and 1.63 for Madagascar.

% WTO (t0) = 1 for the year of accession, 0 for thst of sample period. WTO (t0+t*) = 1 for the yeaifter
WTO accession, and continues to be 1 for the fesraple period.

3" The common intercepts hypothesis is rejectedlithalmodel specification as shown by F-statisticis note
worthy that throughout this paper, robust stanéardrs and adjusted for clustering by country aported.
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The Generalized Least Squares (GLS) estimator is@m@lbecause it is consistent
and asymptotically more efficient than OLS (Wooldeg 2003)° The GLS estimators are
used to account for heteroskedasticity in the eleone .>° We use FGLS estimation in the
presence of panel specific AR (1) autocorrelatam] heteroskedasticity across panels with
no cross-sectional correlati8hWe present feasible GLS (FGLS) results. (Appendibl@
A19) The overall model specifications remain similar that with previous findings.
(Appendix Table A18). So, all coefficients of indst remain positive and highly significant.
However, after considering the panel-specific aotaation process, results show that the
size of standard errors has been drastically relwdthout changing its sign and level of
significance either.

We can illustrate the estimation results on thdasbak Fixed Effects (FE) estimates,
which, of the three regression techniques (OLS, Gh8 BE) deployed, is intended to
eliminate distortions of the parameters from thgdat number of possible sources. The FE
estimator to capture the unobserved country-speedriation in a fixed effects intercept in
the model specification. Also, the fixed effectpteae the average cross-sectional effect over
time to account for shifts over time the countniektive position to each other countries in
the sample. The fixed effects results of the eqnafio(Section 3) are presented in the
following table (Appendix Table A20). The first 8@ columns (Col.1 to Col.3) again show
that the WTO accession coefficient is positive aigghiicant in all the specifications. The
coefficient on time trend is positive and signifitawhich implies there has been upward
movement in EFI, so it captures overall improvemehtthese treatment group countries
(newly acceding countries) have shown an overatditpe upward trend in their domestic
economic policies and institutions. Column 3 shogaults by including time specific effects,
along with time trend, as in column 6 of the samkld. The results still remains highly
significant for WTO (t0+t*) variable for columns &® columns 6. But, the WTO (t0)
coefficient is insignificant. The first three tabléiserefore strongly support our testable

hypothesis.

% Wooldridge further notes that “at any rate, famg sample sizes, FGLS is an attractive alternatveLS
when there is evidence of heteroskedasticity tfidtes the standard errors of the OLS estimates”.

% See Hausman and Kuersteiner (2004) on the conapakistween feasible GLS and OLS procedures. They
note that “corrected FGLS based tests outperfoests based on OLS”

0 See Bertrand et al (2004) for further dissuasiohe importance to “correct the standard errossming that

the error term follows an AR(1) process”.
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8.2: Robustness analysis

We now further check robustness of our hypothegeadiuding international country
risk guide index (ICRGI) as the dependent variablds index is a simple average of three
components: investment profile; law and order; &dndeaucratic quality. The result of this
analysis is reported (Appendix Tables A21, A22 arZB)A As expected, for three model
specifications (OLS, FGLS, and FE), the WTO accessagfficient is positive and highly
significant.

To carry out another robustness analysis, we repstlts excluding China and Saudi
Arabia from the sample (Appendix Table A24). Thiscathows by dropping these countries,
from sample EFI and ICRGI, has shown substantiakeses in the size of coefficients on the
WTO dummy variable in the fixed effects estimatese(&ppendix Table A20 column 1 and
Appendix Table A23 column 1). This shows that with@ltina and Saudi Arabia, the WTO
accession process raised countries’ economic peliand institutions substantially when
compared to other WTO members who did not go thnaing accession process. But more
importantly, it indicates that, unsurprisingly, tlodoice of indicator for the dependent
variable, DEI, makes a difference to the value & #stimated parameters. However, the
conclusion as to the significance of the influenE®TO accession over a longer period still

remains valid.

9. Conclusions

To conclude, it is worthwhile to reiterate that wveended to examine the effects of
WTO accession on domestic economic policies andutisns of newly acceded members in
comparison to the rest of the developing membeirthénsample. We argued that measures
going beyond usual trade policy and trade outcohmulgl be used to explore the WTO
accession benefits for newly acceded countries.pFaminary findings show that given the
composite measures of domestic economic and itistisj WTO accession had a positive
and significant impact on these newly acceded c@mmiafter controlling for developing
countries in the sample by using difference-inatigince analysis. Hence, the WTO accession
mechanism could be seen as a package deal thatlggoapportunities to countries to make
credible commitments by inducing deeper economicyahanges and making institutions
respond effectively and efficiently during the pess.

Future research can be directed toward quantifyiregspecific measures of WTO

accession package along with their commitments @odg and services. These measures
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should help to promote a better understanding @firtipact of WTO accession in the above
areas. It can also be of interest to determine pibientially differential impact of WTO

accessions on LDCs, oil-rich countries, and in neatgeded EU countries. Furthermore,
future analysis can be directed to give focusedn#étin not only to compare and test the
policy-anchor hypotheses of FTAs, RTAs, and extersattor related programmes of
international organizations, but also simultaneptsllook at the effects, at the national level,
for each of these newly acceded countries so tmatcbuntry specific characteristics and
requirements are adequately recognized. Transmisgienhanisms of the impacts of

accession process should also be expanded andiabent
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Appendix Tables

Table Al: Countries completed WTO accessions since 1995

Country Application 1st Meeting of Membership Total Time
Working Party (WP) (Application to
Membership)
Ecuador September 1992 July 1993 January 1996 I8 gaaonths
Bulgaria September 1986 July 1993 December 1996 yeafs 3 months
Mongolia July 1991 June 1993 January 1997 5 yeansiiths
Panama August 1991 April 1994 September 1997  Ssykamonth
Kyrgyz Republic February 1996 March 1997 Decemi®98l 2 years 10 months
Latvia November 1993 March 1995 February 1999 BgyBanonths
Estonia March 1994 November 1994 November 1999 absy@ months
Jordan January 1994 October 1996 April 2000 6 yéanonths
Georgia July 1996 March 1998 June 2000 4 yearsrithmo
Albania November 1992 April 1996 September 2000 edry 10 months
Oman April 1996 April 1997 November 2000 4 yearndhths
Croatia September 1993 April 1996 November 2001 eaty?2 months
Lithuania January 1994 November 1995 May 2001 TsyBanonths
Moldova November 1993 June 1997 July 2001 7 yeanpdths
China July 1986 October 1987 December 2001 15 yearenths
Taiwan, Province of January 1992 November 1992 January 2002 10 years
China
Armenia November 1993 January 1996 February 2003 yea®s 3 months
Macedonia FYR December 1994 July 2000 April 2003 yedrs 3 months
Nepal May 1989 May 2000 April 2004 14 years 11 rhent
Cambodia December 1994 May 2001 October 2004 SydEamonths
Saudi Arabia June 1993 May 1996 December 2005 12 years 7 months
Viet Nam January 1995 July 1998 January 2007 1bsyea
Kingdom of Tonga  Jun 1995 Apr 2001 July 2007 6 gy&amonths

Source: Technical Note on the Accession ProcesgAB/T/10/Rev.3, 2005, and
http://www.wto.org/english/thewto_e/acc_e/acc_e.htm
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Table A2: Founder member of GATT/WTO

Country, Year of Membership

Country, Year of Membership

Country, Year of Membership

Angola 8 April 1994

Antigua and Barbuda 30 March 1987
Argentina 11 October 1967
Australia 1 January 1948
Austria 19 October 1951
Bahrain 13 December 1993
Bangladesh 16 December 1972
Barbados 15 February 1967
Belgium 1 January 1948

Belize 7 October 1983

Benin 12 September 1963
Bolivia 8 September 1990
Botswana 28 August 1987
Brazil 30 July 1948

Brunei Darussalam 9 December 1993

Burkina Faso 3 May 1963

Burundi 13 March 1965

Cameroon 3 May 1963

Canada 1 January 1948

Central African Republic 3 May 1963
Chad 12 July 1963

Chile 16 March 1949

Colombia 3 October 1981
Congo, Republic of 3 May 1963

Costa Rica 24 November 1990
Coéte d'lvoire 31 December 1963

Grenada 9 February 1994

Guatemal@ Odtober 1991
Guinea 8 Decembenl
Guinea Bissau 17cklia®94
Guyana 5 July 1966
Haiti 1 January 1950

Honduras 10 A¢8#

Hong Kong 23 A986
Hungary 9 Septemb@&B19
Iceland 21 April 1968
India 8 July 1948
Indonesia 24 Felyra860
Ireland 22 Decembéi 1

Israel 5 July 1962

ltaly 3¢ V@60
Jamaica 31 Decem®@B 1
Japan 10 September 1955
Kenya 5 February 1964

Korea, Republic of (dl A967
Kuwait May 1963
Lesotho 8 January 1988
Liechtenstein 29 MarcB49

Luxembourg 1 January 1948

Macao 11 Jana@Ol
Madagascar 3te&der 1963
Malawi 28 Astgl064

akistan 30 July 1948
Papua New Guinea 16 December 1994
Paraguay 6 January 1994
Peru 7 October 1951
iligpnes 27 December 1979
Poland 18 October 1967
Portugal 6 May 1962
Qatar 7 April 1994
Romania 14 November 1971
wdRda 1 January 1966
e§eh 27 September 1963
Sierra Leone 19 May 1961
Singapore 20 August 1973
SloRdpublic 15 April 1993
Slovenia 30 October 1994
Solomon Islands 28 December 1994
South Africa 13 June 1948
inSp29 August 1963
Sri Lanka 29 July 1948
Saint Kitts and Nevis 24 March 1994
t8airia 13 April 1993
Saint Vincent and the Grenadines 18 May 19

Suriname 22 March 1978
Swaziland, Kingdom of 8 February 1993

Sweden 30 April 1950

Switzerland 1 August 1966
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Cuba 1 January 1948

Cyprus 15 July 1963

Czech Republic 15 April 1993
Denmark 28 May 1950
Djibouti 16 December 1994
Dominica 20 April 1993
Dominican Republic 19 May 1950
Egypt 9 May 1970

El Salvador 22 May 1991

Fiji 16 November 1993

Finland 25 May 1950

France 1 January 1948

Gabon 3 May 1963

The Gambia 22 February 1965
Germany 1 October 1951
Ghana 17 October 1957
Greece 1 March 1950

Malaysia 24 October 1957
Maldives 19 April 1983

Mali 11 Janua®@3

Malta 17 November 1964
Mauritania 30 Seyier 1963
Mauritius 2 Septemhiéi70
Mexico 24 Asgli986
Morocco 17 June 1987
Mozambique 27 Jul§219
Myanmar, Union of 2%J1048
Namibia 15 September 1992

Netherlands 1 Jan@§ 1
New Zealand 30 July 1948

Nicaragua 28 MY

Niger 31 December 1963

Nigeria 18 Novembe0196
Norway 10 July 1948

Tanzania 9 December 1961
aifand 20 November 1982
Togo 20 March 1964
inidlad and Tobago 23 October 1962
Tunisia 29 August 1990
Turkey 17 October 1951
Uganda 23 October 1962
Unieab Emirates 8 March 1994
United Kingdom 1 January 1948
United States of America 1 January 1948
Uruguay 6 December 1953
Venezuela 31 August 1990
Oslayia 25 August 1966
Zaire 11 September 1971
Zambia 10 February 1982
Zimbabwe 11 July 1948

Source http://www.wto.org/english/thewto_e/gattmem_e.htm
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Table A3: Ongoing accession countries of W{pdated 14 February 2008)

Meeting

Party Meetings *

Application Worlglngthrty Memorandum First/Latest* Working Party Number of Working Draft Working
Establishe

Party Report **

Afghanistan Nov 2004
Algeria Jun 1987
Andorra Jul 1999
Azerbaijan Jun 1997
Bahamas May 2001
Belarus Sep 1993
Bhutan Sep 1999
Bosnia and Herzegovina May 1999
Cape Verde Nov 1999
Ethiopia Jan 2003
Iran Jul 1996
Iraq Sep 2004
Kazakhstan Jan 1996
Lao People's Democratic Jul 1997
Republic

Lebanese Republic Jan 1999
Libyan Arab Jamahiriya Jun 2004
Montenegro Dec 2004
Russian Federation Jun 1993
Samoa Apr 1998
Sao Tome and Principe Jan 2005
Serbia Dec 2004
Seychelles May 1995
Sudan Oct 1994
Tajikistan May 2001
Ukraine Nov 1993
Uzbekistan Dec 1994
Vanuatu Jul 1995
Yemen Apr 2000

Dec 2004
Jun 1987
Oct 1997
Jul 1997
Jul 2001
Oct 1993
Oct 1999
Jul 1999
Jul 2000
Feb 2003
May 2005
Dec 2004
Feb 1996
Feb 1998

Apr 1999
Jul 2004
Feb 2005

Jun 1993

Jul 1998

May 2005
Feb 2005
Jul 1995
Oct 1994

Jul 2001
Dec 1993
Dec 1994
Jul 1995

Jul 2000

Jul 1996
Mar 1999
Apr 1999

Jan 1996

Feb 2003
Oct 2002

Jul 2003

Sep 1996
Mar 2001

Jun 2001

Mar 2005
Mar 1994
Feb 2000

Mar 2005
Aug 1996
Jan 1999
Feb 2003
Jul 1994

Oct 1998
Nov 1995

Nov 2002

Apr 1998/Fet5200
Oct 1999
Jun 2002206¢%

Jun 1997/Seb 200
Nov 2004

ov 2004/Dec 2004
Mar 2004/1m$zt

Mar 199720104
Oct 2004

@&/201 2004

99&E/Apr 2005
Mar 2002

Feb 1997

Jul 2003/Mar 2004
Mar 2004

Feb 1995/Mas200
Jul 20022004

Jul 1996/0c¢O199

Nov 2004

Feb 2005

Jul 2004 (FS)

Oct 2004 (FS)

Sep 2004 (FS)

Jun 2004 (FS)

Oct 2004
JuB 200

ne 1997
Sep 2004 (FS)
r 2q05 (FS)
Mar 2005

Accession Package
Oct 2001

Note: * As of the date of this document.

** Most recent Factual Summary (FS),fdvslorking Party Report or Elements of draft WoriRarty Report
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Table A 4: Freedom House Index of Economic Freedom (EFI)

Index of Economic Freedom
(EFI)

Economic freedom is defined tee absence of government coercion or constrairtherproduction, distribution, or consumption
of goods and services beyond the extent necessaitifens to protect and maintain liberty itsélf other words, people are free
to work, produce, consume, and invest in the whgy feel are most productive. To measure econoraedbm and rate each
country, the authors of the Index study 50 indepaeha:conomic variables. These variables fall iflobtoad categories, ¢
factors, of economic freedom. In thedex of Economic Freedqmall O factors are equally important to the legéleconomic
freedom in any country. Thus, to determine a cgtmtsverall score, the factors are weighted equdlhe scales run from 1 to

score of signifies an economic environment or $qialicies that are most conducive to economicdoee, while a score of

signifies a set of policies that are least condeiédveconomic freedom.

=

OT 0T

(TD) Trade

Trade policy is a key factor in measuring econofréedom. The degree to which government hinderesacto and the free flow
of foreign commerce can have a direct bearing enathility of individuals to pursue their economicats. The factors are:
Weighted average tariff rate, Non-tariff barrig€grruption in the customs service.

(FB) Fiscal Burden

To measure the fiscal burden a government impasets @itizens, the authors examined both mardipakrates and the year-tp-
year change in the level of government expenditages percent of gross domestic product (GDP).fatters are: Top marginal
income tax rate, Top marginal corporate tax raggro-year change in government expenditures pascent of GDP.

(GI) Government intervention

This factor measures government’s direct use afceceesources for its own purposes and governmeatigol over resources
through ownership. The measure comprises both gmamt consumption and government production. Theorfa are
Government consumption as a percentage of the sognGovernment ownership of businesses and indssti$hare of
government revenues from state-owned enterprisdsgavernment ownership of property, Economic oujmeiduced by the
government.

124

(MP) Monetary Policy

The value of a country’s currency is shaped lardmslyits monetary policy. With a stable monetaryiggl people can rely on
market prices for the foreseeable future. Henceedtment, savings, and other longer-term planseaster to make, and
individuals enjoy greater economic freedom. Théediecare: Weighted average inflation rate from 1898004.

(FI) Foreign investment

Restrictions on foreign investment limit the inflos¥ capital and thus hamper economic freedom. Butrest, little or no
restriction of foreign investment enhances econdmneiedom because foreign investment provides flimdseconomic expansion.
For this factor, the more restrictions a countrypases on foreign investment, the lower its leveecdnomic freedom and the
higher its score. The factors are: Foreign investrnede, Restrictions on foreign ownership of bes# Restrictions on industries
and companies open to foreign investors, Restristand performance requirements on foreign compak@eign ownership af
land, Equal treatment under the law for both fareagd domestic companies, Restrictions on repatniaf earnings, Restrictions
on capital transactions, Availability of local fimging for foreign companies

(BK) Banking

—

In most countries, banks provide the essentialnfid services that facilitate economic growth;ytHend money to staf
businesses, purchase homes, and secure credi tissd to buy durable consumer goods, in additidarnishing a safe place

=]
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which individuals can store their earnings. The enlobanks are controlled by the government, theftegsthey are to engage
these activities. Hence, heavy bank regulation gesllopportunities and restricts economic freeddrmarefore, the more

government restricts its banking sector, the lowtgrlevel of economic freedom and the higher iterec The factors are:
Government ownership of financial institutions, &iesons on the ability of foreign banks to operatiches and subsidiaries,

Government influence over the allocation of credBovernment regulations that inhibit financialiaty, Freedom to offer al
types of financial services, securities, and inscegolicies.

in

(WP) Wages and prices

In a free-market economy, prices allocate resouicéseir highest use. A firm that needs more eyg#s may signal this need
the market by offering a higher wage; an individwalo greatly values a home on the market offerigglen price to purchase i
Prices also act as signals to producers and comsibyeconveying information that it otherwise wolde prohibitively costly tg
obtain. The factors are: Minimum wage laws, Freedorset prices privately without government inflatenGovernment pric
controls, Extent to which government price contaols used, Government subsidies to businesseaftbet prices.

to

1)

(PR) Property Rights

The ability to accumulate private property is thaimmotivating force in a market economy, and thle of law is vital to a fully
functioning free market economy. Secure propeuits give citizens the confidence to undertake ceroral activities, save
their income, and make long-term plans becausekhew that their income and savings are safe freprapriation. This facto

examines the extent to which the government prafatvate property by enforcing the laws and hofe gaivate property is from

expropriation. The less protection private propedgeives, the lower a country’s level of econofmedom and the higher i
score. The factors are: Freedom from governmertiente over the judicial system, Commercial codénitg contracts,
Sanctioning of foreign arbitration of contract diggs, Government expropriation of property, Catinrpwithin the judiciary,
Delays in receiving judicial decisions and/or en@anent, Legally granted and protected private ptgpe

D

(RE) Regulation

Regulations and restrictions are in effect a fofrtagation that makes it difficult for entreprensuo create and/or maintain ng
businesses. In some countries, government offii@ysn on any private-sector initiatives; in a falvey even make them illega
Although many regulations hinder businesses, thstnmaportant are associated with licensing new cmigs and businesse
The factors are: Licensing requirements to opesateusiness, Ease of obtaining a business licenseuiion within the
bureaucracy; Labor regulations, such as establisim#tweeks, paid vacations, and parental leaveyeb as selected labg
regulations; Environmental, consumer safety, antkarchealth regulations; Regulations that impoberalen on business.

W
l.
S.

=

(IM) Informal market

Informal markets are the direct result of some lahgovernment intervention in the marketplace.idfiormal market activity is
one that the government has taxed heavily, reglilata burdensome manner, or simply outlawed irpst. This factor capture
the effects of government interventions that ateahways fully measured elsewhere. The factors@mauggling, Piracy of
intellectual property in the informal market, Agritural production supplied on the informal markdgnufacturing supplied on
the informal market, Services supplied on the imi@rmarket, transportation supplied on the informatket, Labor supplied on
the informal market.

()

Source: http://www.heritage.org/research/features/indexptdizs/pdfs/Index2006_Chap5.pdf
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Table A 5: PRS Group-International Country Risk Guide (ICRG)

International Country Risk
Guide (ICRG)

The International Country Risk GuiddCRG) rating comprises 22 variables in three stdgories of risk: political
financial, and economic. A separate index is coeéde each of the subcategories. The Political Rislex is based o
100 points, Financial Risk on 50 points, and EcoicoRisk on 50 points. The total points from theethiindices art
divided by two to produce the weights for inclusiarthe composite country risk score. The compasitaes, rangin
from zero to 100, are then broken into categoniesfVery Low Risk (80 to 100 points) to Very HighsR (zero to
49.5 points).The ICRG staff collects political infeation and financial and economic data, convertirgge into risk
points for each individual risk component on thesibaof a consistent pattern of evaluation. The tigali risk
assessments are made on the basis of subjectilysiara the available information, while the fir@al and economi
risk assessments are made solely on the basigeaaftivk data. In addition to the 22 individual rags, the ICRG mode
also produces a rating for each of the three &skof groups plus an overall score for each country

L2 ¥ >

L4

Investment profile (IP):

This is an assessment of factors affecting thetdaskvestment that are not covered by other palitieconomic and
financial risk components. The risk rating assigisethe sum of three subcomponents, each with anmuemx score of
four points and a minimum score of 0 points. A scof 4 points equates to Very Low Risk and a sobr@ points to
Very High Risk. The subcomponents are: ContraabWity/Expropriation, Profits Repatriation, andyRgent Delays.

Law and Order (LO):

Law and Order are assessed separately, with edetosaponent comprising zero to three points. The tab-
component is an assessment of the strength andtiadipya of the legal system, while the Order subvponent is an
assessment of popular observance of the law. Bhemuntry can enjoy a high rating — 3 — in termigsojudicial
system, but a low rating - 1 — if it suffers fronwvexy high crime rate of if the law is routinelynigred without effective
sanction (for example, widespread illegal strikes).

Bureaucratic Quality (BQ):

The institutional strength and quality of the burgacy is another shock absorber that tends tamdgirevisions of
policy when governments change. Therefore, hightpaire given to countries where the bureaucrasyhestrength
and expertise to govern without drastic changgmlity or interruptions in government servicestiase low-risk
countries, the bureaucracy tends to be somewhan@uomous from political pressure and to have arbéskeed
mechanism for recruitment and training. Countried tack the cushioning effect of a strong bureaticreceive low
points because a change in government tends taum@atic in terms of policy formulation and dayeay
administrative functions.

ICRG Index

It is a simple average of IP, LO and BQ from this&éxg sample

Source http://www.prsgroup.com/commonhtml/methods.html

-34-



Table A6: List of countries in sample for empirical analysis

Country Country Country Country
Angola Djibouti * Lithuania Papua New Guinea
Albania Dominican Republic  Latvia Poland
Argentina Ecuador Morocco Paraguay
Armenia Egypt, Arab Rep. Moldova Romania
Burundi Estonia Madagascar Rwanda
Benin Gabon Mexico Saudi Arabia
Burkina Faso Georgia Macedonia, FYR Senegal
Bangladesh Ghana Mali El Salvador
Bulgaria Guineh Myanmar Suriname
Bahrairt Guinea-Bissau Mongolia Slovak Republic
Belize Guatemala Mozambigbe Swaziland'
Bolivia Guyana Mauritania Chad
Brazil Honduras Mauritius Togo
Barbados Croatia Malawi Thailand
Botswana Hungary Malaysia Trinidad and Tobago
Central African Republic  Indonesia Namibia Tunisia
Chile India Niger Turkey
China Jamaica Nigeria Tanzania
Cote d'lvoire Jordan Nicaragua Uganda
Cameroon Kenya Nepal Uruguay
Congo, Rep. Kyrgyz Republic Oman Venezuela, RB
Colombia Cambodia Pakistan South Africa
Costa Rica Korea, Rep. Panama Congo, Dem. Rep.
Cuba Sri Lanka Peru Zambia
Czech Republic Lesotho Philippines Zimbabwe

Note: Countries irBOLD are not in ICRG databaseGATT Article XXVI: 5(c ) countries in sample
Source: Heritage Foundation for Index Economic Freedond BRS-Group for International Country Risk

Guide database.

-35-



Table A7: Population, GDP per capita and Trade/GDP of 23 nestyeded WTO members

Population  GDP per Trade/GDP ratio
(in Million)  capita(cur
rent $US)
2005 2005 1995 2005
Ecuador 13 2739.9 54 63
Bulgaria 7.8 3442.5 91 138
Mongolia 25 736.3 97.2 160
Panama 3.2 4786.3 198.8 141
Kyrgyz Republic 5.1 473.4 71.8 97
Latvia 2.3 6856.7 87.5 111
Estonia 1.3 9744.6 1445 175
Jordan 5.4 2376.7 124.6 145
Georgia 4.5 1429.2 67.8 97
Albania 3.1 2677.4 47 68
Oman 25 9460.1 79.6 99.7
Croatia 4.4 8417.7 88.1 103
Lithuania 3.4 7465.5 111 124
Moldova 4.2 691.0 107.3 144
China 1296.2 1708.6 43.9 69
Taiwan, Province of China 22.6 15291.5 N.A. 120.2
Armenia 3 1625.4 86.1 67
Macedonia, FYR 2 2832.8 75.8 108
Nepal 26.6 270.7 59.5 49
Cambodia 13.8 383.1 77.7 139
Saudi Arabia 24 12606.4 65.4 87
Viet Nam 82.2 631.7 74.7 145
Kingdom of Tonga 0.102 2159.0 52.0 54.0

Note: N.A.: Not available
Source: UNCTAD database, WTO 2007 database, andtvBank 2007 database.

Table A8: MFN Tariff Rates (simple average) of 23 newly acceérO members

Country Base year Latest year Change Rank

Ecuador 12.9 11.7 -1.2 15
Bulgaria 12.3 10.4 -1.9 13
Mongolia N.A. 4.5

Panama 12.2 7.3 49 7
Kyrgyz Republic 8.5 4.8 -3.7 8
Latvia 3.8 5.4 1.6 19
Estonia 1.6 54 3.8 21
Jordan 22.1 115 -10.6 2
Georgia 10.6 7.0 -3.6 9
Albania 15.9 5.7 -10.2 3
Oman 7.7 5.3 2.4 11
Croatia 10.6 4.9 57 6
Lithuania 35 5.4 1.9 20
Moldova 5.9 5.2 -0.7 16
China 35.5 9.9 -25.6 1
Taiwan, Province of China 8.3 6.4 -1.9 13
Armenia 2.9 3.0 0.1 17
Macedonia FYR 14.4 7.9 6.5 5
Nepal 16.6 13.9 -2.7 10
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Cambodia

Saudi Arabia

Viet Nam
Kingdom of Tonga

16.4
121
16.5

N.A.

14.3
5.2

16.8

16.8

2.1
-6.9 4
0.3
N.A.

12

18
N.A.

Note: N.A.: Not available, Base year is the yeatsif Working Party meeting. Due to data availapikome
countries may not match with exact year. Rank llisspnaximum decline in tariff rate.

Source: UNCTAD TRIANS database.

Table A9: Shares of merchandise exports and imports of 23ynewveeded WTO members

(% of the world)

Country Export Share Import Share
1995 2005 1995 2005
Ecuador 0.083 0.096 0.079 0.096
Bulgaria 0.104 0.112 0.108 0.169
Mongolia 0.009 0.010 0.008 0.011
Panama 0.012 0.010 0.048 0.039
Kyrgyz Republic 0.008 0.006 0.010 0.010
Latvia 0.025 0.049 0.035 0.080
Estonia 0.036 0.074 0.046 0.095
Jordan 0.034 0.041 0.071 0.098
Georgia 0.003 0.008 0.007 0.023
Albania 0.004 0.006 0.014 0.024
Oman 0.117 0.179 0.081 0.082
Croatia 0.087 0.084 0.141 0.172
Lithuania 0.052 0.113 0.070 0.144
Moldova 0.014 0.010 0.016 0.021
China 2.877 7.280 2.526 6.131
Taiwan, Province of China 2.157 1.890 1.983 1.696
Armenia 0.005 0.009 0.013 0.016
Macedonia FYR 0.023 0.020 0.033 0.030
Nepal 0.007 0.008 0.025 0.017
Cambodia 0.017 0.028 0.023 0.036
Saudi Arabia 0.968 1.725 0.537 0.552
Viet Nam 0.105 0.310 0.156 0.344
Kingdom of Tonga 0.000 0.000 0.001 0.001
Source: UNCTAD Handbook of Statistics 2008 (updakeauary 2008)
Table A10: Descriptive statistics of 23 newly acceded WTO mendates
Year # Observations Mean Std. Dev. Min Max
GDP per capita(current $US) 2005 23 4295.93 4283.04 270.70 15291.50
Trade/GDP ratio 1995 23 86.60 35.41 43.90 198.80
2005 23 109.28 36.83 49.00 175.00
MFN Tariff Rates 1995 23 11.92 7.59 1.60 35.50
2005 23 8.20 4.12 3.00 16.80
Shares of merchandise exports 1995 23 0.29 0.74 0.00 2.88
(% of World) 2005 23 0.52 1.56 0.00 7.28
Shares of merchandise imports 1995 23 0.26 0.64 0.00 2.53
(% of World) 2005 23 0.43 1.29 0.00 6.13

Note: Author’s calculation
Source: UNCTAD and World Bank
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Table Al1l: List of commitments (areas and paragraphs), worgargy meetings and

number of members

Country # areas of # paragraphs of
commitments in commitments in
Working Party Working Party #Working # Working Party

Reports Reports Party Meetings Members
Ecuador 17 21 9 21
Macedonia, FYR 19 24 5 23
Panama 19 24 5 34
Mongolia 20 17 5 17
Latvia 20 22 6 24
Nepal 20 25 3 23
Estonia 21 24 8 21
Kyrgyz Republic 21 29 6 15
Bulgaria 22 26 9 22
Croatia 22 27 6 19
Lithuania 22 28 5 27
Albania 22 29 9 16
Georgia 23 29 3 21
Jordan 23 29 5 32
Taiwan, Province 63
of China 23 11 48
Oman 24 26 6 31
Moldova 24 28 5 25
Cambodia 24 29 5 15
Armenia 25 39 5 30
Saudi Arabia 26 59 12 57
China 27 82 41 62
Tonga 29 32 3 13
Viet Nam 30 70 14 43
Mean 23 34 8 28
Median 22 28 6 23
Std. Dev 3.18 17.13 7.73 13.24
Min 17 (Ecuador) 17 (Mongolia) 3 (Nepal and 13 (Kyrgyz

Georgia) Republic)

Max 30 (Viet Nam) 82 (China) 41 (China) 62 (China)

Note: Author’s calculation. Ascending order of #a&s of commitments in WPRs
Source: Technical Note on the Accession ProcessA@T/10/Rev.2, 22 October 2004, and
http://www.wto.org/english/thewto_e/acc_e/acc_e.htm

Table A12 Descriptive Statistics of Economic Freedom Indek|j

Observations, Observations, Standard

Cross country Panel Mean deviation Min  Max
Developing country GATT
members 80 744 1.73 0.58 0.00 3.p5
WTO members 20 181 1.85 0.48 0.90 3B2
WTO members-GATT
Article XXVI15(c) 9 76 1.71 0.71 050 3.2

Notes: Economic Freedom Index includes 10 indicators:drdidcal burden, government intervention, monetary
policy, foreign investment, banking, wages and ggjqroperty rights, regulation, informal marketeThigher
score implies higher economic freedom.

Source: Economic Freedom Index is from Heritage Foundatod WTO accession year is from WTO
accession documents.
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Table A13 Descriptive Statistics of International CounRigk Guide (ICRG) database

Observations, Cross  Observations, Standard
country Panel Mean deviation Min Max
Developing country GATT
members 68 680 4.163 1.026 0.666 6.64
WTO members 14 122 4,573 0.891 2.611 6.]
WTO members- GATT Atrticle
XXVI5(c) 8 80 3.908 1.127 2.000 6.16

Notes: The ICRG index includes 3 indicators: Investmerfie, law and order, and bureaucratic quality.
The higher score implies less risk.

Source: PRS Group ICRG database and WTO accession yamsWTO accession documents.

Table A14: Correlation among Economic Freedom Index (EFl)datbrs

EFI D FB Gl MP Fl BK WP PR RE IM
EFI 1
TD 0.593 1
FB 0.448 0.333 1
Gl 0.443 0.257 0.130 1
MP 0.421 -0.010 0.069* 0.011 1
Fl 0.693 0.381 0.226 0.294 0.094 1
BK 0.757 0.407 0.291 0.305 0.189 0.607 1
WP 0.688 0.273 0.237 0.320 0.188 0.545 0.566 1
PR 0.717 0.348 0.198 0.136 0.143 0.483 0.497 04171
RE 0.741 0.361 0.214 0.145 0.209 0.504 0.514 0.49P.698 1
M 0.700 0.297 0.241 0.142 0.230 0.355 0.439 0.409.651 0.604 1

Note: *statistically significant at 5%-level, and alther coefficients are statistically at significait1%-level,
underline implies coefficient is not significant.

Sample consists of Developing country GATT/WTO mensb

Source Economic Freedom Index is from Heritage Foundgtiog (Real GDP per capita) from the World
Bank.

Table A15: Correlation of GDP per capita with Economic Fredndex (EFI) indicators

GDPpc
(EFI) Economic Freedom Index 0.657
(TD) Trade 0.355
(FB) Fiscal Burden 0.301
(Gl) Government intervention 0.168
(MP) Monetary Policy 0.174
(FI) Foreign investment 0.431
(BK) Banking 0.468
(WP) Wages and prices 0.360
(PR) Property Rights 0.564
(RE) Regulation 0.629
(IM) Informal market 0.572

Note: All the coefficients are statistically significaat 1%-level.
GDP is in PPP (constant 2000 international $) valleeonyms are in parentheses.
Sample consists of Developing country GATT/WTO mensb

Source Economic Freedom Index is from Heritage Foundgtiog (Real GDP per capita) from the World
Bank.
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Table A16 Correlation among International Country Risk Guill@RG) Indicators

(BQ) Bureaucratic Quality

ICRGI IP BQ
International Country Risk Guide Index (ICRGI 1
(IP) Investment Profile 0.859 1
(LO) Law and Order 0.623 0.219 1
0.590 0.285  0.310 1

Note: All the coefficients are statistically significaat 1%-level.
Sample consists of Developing country GATT/WTO mensb
Source: PRS Group ICRG database

Table A17: Correlation of GDP per capita with ICRG Indexitators

(BQ) Bureaucratic Quality

GDPpc

International Country Risk Guide Index (ICRGI) 485
(IP) Investment Profile 0.365
(LO) Law and Order 0.366
0.561

Note: All the coefficients are statistically significaat 1%-level.
Sample consists of Developing country GATT/WTO mensb
Source: PRS Group ICRG database
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Table A18 OLS estimation- WTO accession impact on domestanomic policy and institution

Dependent variable Economic Freedom Index

Col.1 Col.2 Col.3 Col.4 Col.5 Col.6
WTO accession year(t) 0.138* 0.104 0.103
(0.091) (0.094) (0.094)
WTO accession year (t0) 0.046 0.041 0.031
(0.086) (0.087) (0.088)
WTO accession year after (t0+t*) 0.134** 0.132* 0.123*
(0.097) (0.100) (0.100)
log(Real GDP per capita) 0.282*** 0.282*** 0.282*** 0.189*** 0.292*** 0.282***
(0.029) (0.029) (0.029) (0.030) (0.030) (0.029
Country effects N N N N N N
Year effects N N Y N N Y
Time trend N Y Y N Y Y
Constant -0.232 -0.403 -0.381* -0.300 -0.400** anzt
(0.205) (0.209) (0.214) (0.210) (0.209) (0.210
#Observations 906 906 906 906 906 906
#Countries 98 98 98 98 98 98
R-squared 0.439 0.450 0.415 0.442 0.450 0.45
F-statistics 51.03 37.81 12.67 35.19 29.05 13.6

=)

Notes: Economic Freedom Index includes 10 indicators:grdidcal burden, government intervention, monepaficy, foreign

investment, banking, wages and prices, properttsigegulation, informal market. The higher sdarplies higher economic freedom

Treatment Group: The WTO accession countries.
WTO membership year (t): Country gets 1 if becom83 member, and continues to be 1 for the rest@sample time points.
WTO accession year (t0): It takes 1 for WTO acaesygear, and rest of the time points is zero.

WTO accession year after (t0+t*): It takes 1 fag gear after WTO accession, and continues to loe thé rest of the sample points.
Control Group: Developing country GATT members

Robust standard errors are (in parentheses) adjt@telustering in all country. *** implies sigridance at the 1 percent level;
** at the 5 percent level; and * at the 10 perderel.
Source: Economic Freedom Index is from Heritage FoundatiiimO accession year is from WTO accession docusnent
log (Real GDP per capita) from the World Bank.

-41 -



Table A19 FGLS estimation-WTO accession impact on domestimomic policy and institution

Dependent variable Economic Freedom Index

Col.1 Col.2 Col.3 Col.4 Col.5 Col.6
WTO accession year(t) 0.124*** 0.094*** 0.091***

(0.040) (0.041) (0.041)
WTO accession year (t0) 0.091*** 0.071* 0.079**

(0.041) (0.042) (0.042)
WTO accession year after (t0+t*) 0.189%+* 0.149%** 0.141%**
(0.052) (0.052) (0.052)

log(Real GDP per capita) 0.281%** 0.281*** 0.284*** 0.287**  (0.281**  (0.282***

(0.018) (0.017) (0.019) (0.019) (0.017) (0.017
Country effects N N N N N N
Year effects N N Y N N Y
Time trend N Y Y N Y Y
Constant -0.250%** -0.416%** -0.432%** -0.303***  -0408***  -0.425***

(0.131) (0.124) (0.131) (0.130) (0.124) (0.124
#0Observations 906 906 906 906 906 906
#Countries 98 98 98 98 98 98
AR(1) -0.805 -0.782 -0.780 -0.802 -0.780 -0.77¢8
Log likelihood 272.7 265.3 266.8 273.1 265.0 266.7
Wald Statistics 269.7 332.3 343.8 278.6 337.9 349.8

Notes: Economic Freedom Index includes 10 indicators:ardidcal burden, government intervention, monegealjcy, foreign
investment, banking, wages and prices, propertysigegulation, informal market. The higher sdarplies higher economic freedom
Treatment Group: The WTO accession countries.

WTO membership year (t): Country gets 1 if becom@3 member, and continues to be 1 for the rest@sample time points.
WTO accession year (t0): It takes 1 for WTO acaesgear, and rest of the time points is zero.

WTO accession year after (t0+t*): It takes 1 fag gear after WTO accession, and continues to loe thé rest of the sample points.
Control Group: Developing country GATT members

GLS model uses linear panel model using feasibteigdized least squares. The model specificatiomite AR(1) correlation over time,
and specifies each group to have a different AR(@Yess for different cross-section units. Stash@arors are (in parentheses)
Z-statistics *** implies significance at the 1 pent level;** at the 5 percent level; and * at t@percent level.

Source: Economic Freedom Index is from Heritage FoundatiimO accession year is from WTO accession docusnent

log (Real GDP per capita) from the World Bank.
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Table A2Q Fixed effects estimation-WTO accession impactlomestic economic policy and institution

Dependent variable Economic Freedom Index

Col.1 Col.2 Col.3 Col.4 Col.5 Col.6
WTO accession year(t) 0.117%** 0.119** 0.1172%**

(0.046) (0.049) (0.050)
WTO accession year (t0) 0.064* 0.067 0.061

(0.039) (0.041) (0.041)
WTO accession year after (t0+t*) 0.133*** 0.131*** 0.134***
(0.054) (0.057) (0.059)

log(Real GDP per capita) 1.056*** 0.990*** 1.055*** 1.027*** 0.970***  0.980***

(0.183) (0.224) (0.222) (0.186) (0.227) (0.224)
Country effects Y Y Y Y Y Y
Year fixed effects N N Y N N Y
Time trend N Y Y N Y Y
Constant -6.328*** -4.936*** -4.372%** -6.194%**  -4864***  -4.869***

(1.293) (1.560) (1.545) (1.314) (1.527) (1.626|
#Observations 906 906 906 906 906 906
#Countries 98 98 98 98 98 98
Breusch-Pagan LM tngZ 1) 1937.32%*%
Hausman Specification Tegf 2 (3] 16.42%**
R-squared 0.435 0.439 0.439 0.435 0.407 0.439
F-statistics 35.73 23.51 9.16 24.94 17.99 8.65

Notes: Economic Freedom Index includes 10 indicators:grdidcal burden, government intervention, monepaficy, foreign

investment, banking, wages and prices, propertusigegulation, informal market. The higher sdarplies higher economic freedom.
Breusch-Pagan LM statistic tests the random effextel versus the pooling OLS. Hausman specificattatistic tests the fixed-effect
model versus the random effect model. WTO memigessdar (t): Country gets 1 if becomes WTO memhbed continues to be 1
for the rest of the sample time points.

WTO accession year (t0): It takes 1 for WTO acaasgear, and rest of the time points is zero. WECkasion year after (t0+t*):

It takes 1 for the year after WTO accession, andicoes to be 1 for the rest of the sample points

Treatment Group: The WTO accession countri€dontrol Group: Developing country GATT members

Robust standard errors are (in parentheses) adjt@telustering in all country. *** implies sigridance at the 1 percent level;

** at the 5 percent level; and * at the 10 perderel.

Source: Economic Freedom Index is from Heritage FoundatidO accession year is from WTO accession docusnent

log (Real GDP per capita) from the World Bank.
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Table A21 OLS estimation-Robustness analysis: WTO accessipact on domestic economic policy and institutio

Dependent variable ICRG Index

Col.1 Col.2 Col.3 Col.4 Col.5 Col.6
WTO accession year(t) 0.385** 0.330* 0.340*
(0.198) (0.202) (0.203)
WTO accession year (t0) -0.060 -0.057 -0.026
(0.175)  (0.179) (0.159)
WTO accession year after (t0+t*) 0.495** 0.434* 0.429*
(0.221) (0.227) (0.231)
log(Real GDP per capitg) 0.461**  0.462*** 0.461*** 0.461** 0.461*** 0.453***
(0.068) (0.068) (0.069) (0.068)  (0.068) (0.069)
Country effects N N N N N N
Year effects N N Y N N Y
Time trend N Y Y N Y Y
Constant 0.943** 0.433 0.118 0.945** 0.455 0.128
(0.496) (0.504) (0.496) (0.493) (0.505 (0.497)
#Observations 782 782 782 782 782 782
#Countries 80 80 80 80 80 80
R-squared 0.315 0.334 0.359 0.319 0.337 0.362
F-statistics 28.54 28.1 26.64 19.73 21.36 25.36

Notes: The ICRG index includes 3 indicators: Investmeiafifg, law and order, and bureaucratic quality.

The higher score implies less ri§keatment Group: The WTO accession countries.
WTO membership year (t): Country gets 1 if becom8 member, and continues to be 1 for the rest@sample time points.
WTO accession year (t0): It takes 1 for WTO acaesgear, and rest of the time points is zero.
WTO accession year after (t0+t*): It takes 1 fag gear after WTO accession, and continues to loe thé rest of the sample points.
Control Group: Developing country GATT members
Robust standard errors are (in parentheses) adjt@telustering in all country. *** implies sigridance at the 1 percent level;

** at the 5 percent level; and * at the 10 perderel.

Source: ICRG Index is from PRS Group ICRG database, WT€2ssion year is from WTO accession documents;

log (Real GDP per capita) from the World Bank.
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Table A22 FGLS estimation-Robustness analysis: WTO accessipact on domestic economic policy and institutio

Dependent variable ICRG Index

Col.1 Col.2 Col.3 Col.4 Col.5 Col.6
WTO accession year(t) 0.237* 0.142 0.115

(0.113) (0.112) (0.106)
WTO accession year (t0) 0.039 -0.015 -0.031

(0.116) (0.116) (0.108)
WTO accession year after (t0+t*) 0.563*** 0.440%** 0.403***
(0.140) (0.142) (0.135)

log(Real GDP per capita) 0.482%**  0.472*** 0.470*** 0.473**  0.463*** 0.465%**

(0.046) (0.044) (0.045) (0.046) (0.046) (0.045)
Country effects N N N N N N
Year effects N N Y N N Y
Time trend N Y Y N Y Y
Constant 0.640** 0.004 -0.166 0.659** 0.075 -0.095

(0.329) (0.338) (0.339) (0.334) (0.344) (0.343)
#Observations 782 782 782 782 782 782
#Countries 80 80 80 80 80 80
AR(1) -0.781 -0.778 -0.806 -0.791 -0.788 -0.811
Log likelihood -468.964 -4534 -388.30 -454.5 -441.5 -378.4
Wald Statistics 123.960 16658 28684 143.84 178.08 03.8

Notes: The ICRG index includes 3 indicators: Investmenfifg, law and order, and bureaucratic quality. Tilgher score implies less risk.

Treatment Group: The WTO accession countries.
WTO membership year (t): Country gets 1 if becom@% member, and continues to be 1 for the rest@Sample time points.
WTO accession year (t0): It takes 1 for WTO acaesgear, and rest of the time points is zero.
WTO accession year after (t0+t*): It takes 1 fag gear after WTO accession, and continues to loe thé rest of the sample points.
Control Group: Developing country GATT members

GLS model uses linear panel model using feasibheigdized least squares. The model specificatiomite AR(1) correlation over time, and
specifies each group to have a different AR(1ress for different cross-section units. Standaroreiare (in parentheses)

Z-statistics *** implies significance at the 1 pert level;** at the 5 percent level; and * at treedercent level.
Source: ICRG Index is from PRS Group ICRG database, WT€2ssion year is from WTO accession documents;
log (Real GDP per capita) from the World Bank.




Table A23: Fixed effects estimation-Robustness analysis: Vit€ssion impact on domestic economic policy astturion

Dependent variable ICRG Index

Col.1 Col.2 Col.3 Col.4 Col.5 Col.6
WTO accession year(t) 0.318 0.367* 0.362*
(0.213) (0.201) (0.195)
WTO accession year (t0) 0.058 0.051 0.078
(0.215) (0.211) (0.187)
WTO accession year after (t0+t*) 0.513** 0.502** 0.483**
(0.214) (0.203) (0.203)
log(Real GDP per capita) 2.123%** 1.931%** 1.799 2.043%*  1,872%** 1.703**=*
(0.459) (0.578) (0.574) (0.460) (0.576) (0.572)
Country effects Y Y Y Y Y Y
Year fixed effects N N Y N N Y
Time trend N Y Y N Y Y
Constant -16.084**  -13.188*** -13.226 15.532***  12.862*** -12.879
(3.269) (4.012) (3.987) (3.273) (3.997) (3.973)
#Observations 782 782 782 782 782 782
#Countries 80 80 80 80 80 80
Breusch-Pagan LM teg(z 1) 1210.021***
Hausman Specification Te§)((2 2 27 .84%%%
R-squared 0.303 0.308 0.317 0.305 0.310 0.319
F-statistics 21.45 23.52 21.06 22.19 22.42 23.39

Notes: The ICRG index includes 3 indicators: Investmenfifg, law and order, and bureaucratic quality. Tilgher score implies less risk.
Breusch-Pagan LM statistic tests the random effextel versus the pooling OLS. Hausman specificattatistic tests the fixed-effect

model versus the random effect model.

Treatment Group: The WTO accession countries.

WTO membership year (t): Country gets 1 if becom83 member, and continues to be 1 for the rest@sample time points.

WTO accession year (t0): It takes 1 for WTO acaesgear, and rest of the time points is zero.
WTO accession year after (t0+t*): It takes 1 far yrear after WTO accession, and continues to loe thé rest of the sample points.
Control Group: Developing country GATT members. Robust stan@ardrs are (in parentheses) adjusted for clusténiad country.
** implies significance at the 1 percent level; &t the 5 percent level; and * at the 10 percerdlle
Source: ICRG Index is from PRS Group ICRG database, WT€2ssion year is from WTO accession documents;
log (Real GDP per capita) from the World Bank.
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Table A24: Fixed effectsRobustness analysis: WTO accession impact, drogpitiger countries

Dependent variable Economic Freedom Index Dependent variable ICRG Index

Col.1 Col.2 Col.3 Col.4 Col.5 Col.6 Col.7 Col.8
WTO accession year(t) 0. 147%* 0.139*** 0. 512 ** 0. 523***

(0.043) (0.047) (0.195) (0. 170)
WTO accession year (t0) 0.063** 0.084** 0. 190 0. 222*=

(0.036) (0.038) (0.213) (0.168)
WTO accession year after (t0+t*) 0.131** 0.152%** 0. 661*** 0. 643***
(0.052) (0.057) (0.195) (0.057)

log(Real GDP per capitg) 1.098*** 1.053*** 1.028*** 1.037*** 2.022%** 2.051%** 2.209*** 1.921%**

(0.173) (0.233) (1.324) (0.237) (0. 463) (0.579) 4.664) (0.577)
Country effects Y Y Y Y Y Y Y Y
Year fixed effects N Y N Y N Y N Y
Time trend N Y N Y N Y N Y
Constant -6.609*** -5.206*** -6.478*** -5.119%*  -T7.497*** -15.194%** -16.910 -14.818***

(1.269) (1.627) (1.324) (1.654) (3.291) (4.006) 3(B) (3.995)
QOutlier countries China and Saudi Arabia
#Observations 887 887 887 887 762 762 762 762
#Countries 96 96 96 96 78 78 78 78
R-squared 0.445 0.446 0.443 0.447 0.303 0.316 0.305 0.317
F-statistics 49.24 11.24 32.55 10.24 27.20 23.28 27.37 24.26

Notes: See previous tables.
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