
CHAPTER 1 9 

State trading 

Summary 
The GATT rules  impose two main obligations  on member countries in regard to State 
trading enterprises.  First,  they  require  these  enterprises to  conduct their  business  on 
the basis of commercial considerations. Second,  in order to ensure transparency in  the 
products imported  and  exported  by such enterprises, they  require  member countries to 
notify the  WTO  Secretariat  on  their  activities. 

Although wit h th e increasin g tren d toward s privatization , countrie s ar e 
reducing thei r relianc e o n Stat e trading , i t stil l continues t o pla y a n importan t 
role i n a t leas t som e countrie s i n th e impor t an d expor t o f certai n goods , 
particularly foo d an d foo d products , an d commoditie s trade d i n bulk . Stat e 
trading enterprise s ar e broadly define d as : 

Governmental an d non-governmenta l enterprises , includin g marketin g boards , 
which have been granted exclusive or special rights or privileges, including statutory 
or constitutiona l powers , i n th e exercis e o f whic h the y influenc e throug h thei r 
purchases or sales the level or direction of imports or exports. 

State trading needs to be distinguished from governmen t procurement , which is 
discussed i n th e precedin g chapte r (chapte r 18) . Unde r governmen t 
procurement, th e domestically produced o r imported produc t i s purchased by a 
government agenc y fo r it s ow n us e o r consumptio n o r fo r th e productio n o f 
goods o r service s fo r sale . I n th e cas e o f Stat e trading , import s ar e obtaine d 
primarily fo r sal e in the home marke t an d domesti c product s ar e purchased fo r 
sale in th e hom e marke t an d fo r expor t t o foreig n markets . 

The GAT T rule s o n Stat e tradin g basicall y appl y t o Stat e tradin g enterprise s 
engaged i n th e impor t an d expor t o f goods . 

Main obligation s 

To conduct busines s i n accordance wit h commercia l consideration s 

GATT 1994 , Articl e XVII:1 Th e basi c obligation GAT T impose s o n Stat e tradin g enterprise s i s to "ac t i n a 
manner consisten t wit h th e genera l principle s o f non-discriminator y 
treatment". I t state s that , i n practice , thi s ca n b e achieve d by : 

• Makin g "purchase s o r sale s solel y i n accordanc e wit h commercia l 
considerations, includin g price , quality , availabilit y an d marketability , 
transportation an d othe r condition s o f purchase o r sale" ; an d 

• B y providin g enterprise s i n othe r countrie s a n adequat e opportunit y 
"compete fo r participatio n i n suc h purchase s an d sales. " 

Understanding on the 
Interpretation of Article XVI I 
of GATT 1994 , §1 
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Transparency 

The othe r majo r obligatio n unde r th e Agreemen t i s transparency . Th e 
notification obligation s tha t th e GAT T impose s fo r thi s purpos e hav e bee n 
further strengthene d b y th e adoptio n o f th e Understandin g o n th e 
Interpretation o f Articl e XVI I o f GAT T 199 4 (Stat e trading ) i n th e Urugua y 
Round. Th e Understandin g require s membe r countrie s t o notif y th e Counci l 
for Trad e i n Good s of : 

• Stat e enterprise s engage d i n foreig n trade ; 

• Th e product s importe d o r exporte d b y them; an d 

• Othe r informatio n (give n i n respons e t o a  questionnaire ) s o a s t o permi t a 
clear appreciatio n o f th e manne r i n whic h th e enterprise s conduc t thei r 
trade. 

Understanding on Article 
XVII, §4 

It i s als o ope n t o a  countr y t o mak e a  counter-notificatio n t o th e Counci l fo r 
Trade i n Good s whe n i t consider s tha t a  Stat e tradin g enterpris e i n anothe r 
country ha s no t me t it s notification obligatio n with respec t t o it s Stat e tradin g 
activities. 

Understanding on Article 
XVII, §5 

The responsibilit y fo r reviewin g th e notificatio n an d counter-notification s 
made b y membe r countrie s rest s wit h th e Workin g Part y o n Stat e Tradin g 
Enterprises which has been established i n accordance with the provisions of th e 
Understanding. I n 199 7 an d 1998 , th e Workin g Part y revise d th e 
questionnaire o n Stat e trading which i s used by member countrie s t o discharg e 
their notificatio n obligatio n an d mad e considerabl e progres s i n th e 
development o f a n illustrativ e lis t o f th e activitie s o f Stat e tradin g enterprise s 
and th e type s o f relationshi p tha t exis t betwee n thes e enterprise s an d thei r 
governments. Th e revise d questionnair e ha s bee n approve d b y the Counci l fo r 
Trade i n Good s an d wil l provid e a  basi s fo r th e provisio n o f informatio n b y 
member countrie s o n thei r Stat e tradin g practices . 

Business implications 

The informatio n o n product s importe d an d exporte d b y Stat e tradin g 
organizations an d o n th e practice s the y follo w i n makin g purchase decision s i s 
expected t o hel p private-secto r busines s firm s i n enterin g int o commercia l 
transactions wit h thes e organizations . 
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