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SUMMArY OBSERVATIONs
(1) Introduction

1. Since the mid-1990s, Suriname has made considerable progress towards the liberalization of its trade regime, both through autonomous measures and through its participation in the Caribbean Community and Common Market (CARICOM).  Non-tariff trade barriers appear low and applied MFN tariffs have been reduced to an average of 11%, or 13% if account is taken of two fees levied exclusively on imports.  Suriname maintains various tax exemptions to promote investment which, however, could distort resource allocation.  Moreover, duties and foreign exchange surrender requirements still affect mineral exports.  New statutes and other measures have been adopted to consolidate a stable institutional and regulatory environment, which in the past was undermined by a number of disruptions.

2. Suriname's economy is heavily dependant on the world economy.  It is susceptible to fluctuations in world markets, whose effects on output and employment have been exacerbated by poor macroeconomic management.  Economic growth has been both modest and erratic, and the current account and fiscal deficits have remained persistently high.  Sustainable economic growth would thus require greater coherence in macroeconomic management;  it would also be important to rationalize state participation in the economy and, more generally, promote structural changes leading to a more entrepreneurial culture and greater market competition.  The stability of Suriname's reforms would be enhanced by anchoring them through expanded multilateral commitments.

(2) Economic Environment

3. Suriname's average annual GDP growth over the 1998-02 period was 1.7%, just higher than the rate of population growth.  Suriname's per capita GDP, at some US$2,200, has thus been stagnant.  Economic growth has been erratic over the past two decades, partly reflecting fluctuations in export prices, but also poor macroeconomic management.  Efforts to rein-in the fiscal deficit are being made, with their success largely contingent on reforming the large public sector, which accounts for some 17% of GDP and 60% of total formal sector employment.

4. Monetary policy has largely accommodated fiscal policy and, therefore, has often been ineffective in stabilizing domestic prices or the foreign exchange rate.  Legal provisions that would strengthen the Central Bank's authority to limit financing to the Government are under consideration.  Suriname maintains multiple foreign exchange rates.  The high cost of credit imposes an important burden on the whole economy.

5. Suriname's current account has traditionally posted sizeable deficits, largely financed by development assistance, and official and private borrowing.  The merchandise trade balance has been positive since 2000.  Mining exports, mostly alumina, represent just over three quarters of Suriname's total exports.  Imports are largely machinery and transport equipment, chemicals, and food and beverages.  Suriname's main trading partners are the European Union and the United States.

(3) Trade and Investment Policy 
Framework

6. Suriname's trade policy has changed significantly in recent years.  These changes are taking place against the backdrop of a broader process of modernization and streamlining of Suriname's legal framework, which suffered serious disruptions in the years following independence in 1975.  A key trade policy objective is to continue the liberalization of trade to enhance efficiency and reduce costs through increased competition.  Suriname also seeks to establish a trade and investment climate that is transparent, stable, and as liberal as possible while preserving the interest of the Surinamese economy and its business sector.  

7. Suriname became a contracting party to the GATT in 1978, and is an original Member of the WTO.  It did not participate in the post-Uruguay Round negotiations on financial services or telecommunications, but made commitments on basic telecommunications in 1998.  It has submitted several notifications to the WTO but others are pending.  Suriname has never been the subject of, or complainant in, a dispute under the WTO Dispute Settlement Understanding.  Suriname has no mission in Geneva.

8. Suriname joined CARICOM in 1995 and became a full member of the group's common market in 1996.  Participation in CARICOM has influenced Suriname's trade policy.  Suriname's tariff schedule has been based on CARICOM’s common external tariff since 1995.  Suriname grants duty-free access to all imports originating in CARICOM.  In the context of CARICOM, Suriname will adopt additional legislation in areas such as competition policy, anti-dumping, and consumer protection.  Suriname participates in the FTAA and EU-ACP negotiations as part of CARICOM.  

9. Suriname's participation in trade negotiations and arrangements, and compliance with commitments accepted therein, has been made difficult by its limited human, technical, and financial resources.  In this respect, the authorities regard as important the support provided by the Caribbean Regional Negotiating Machinery.  Regional cooperation gives greater weight to Suriname's position and levers its limited resources, but to maximize these benefits Suriname would need to devote greater resources to participate more actively in the regional process.

10. Suriname's dependence on non-reciprocal trade preferences is low, with the bulk of its exports sold in essentially competitive world markets.  As a result, and with some exceptions, such preferences seem to have had a limited effect on domestic production patterns.  Thus, present multilateral efforts to reduce distortions in global markets, and which may also cut preferences, could bring significant economic benefits to Suriname.  Those efforts could also set the stage for Suriname to expand its WTO commitments in order to advance and anchor its domestic reform programme.  

11. Suriname adopted a new investment law in 2002.  However, existing business licensing and approval procedures remain complex and burdensome, and involve a considerable degree of discretion.  In this respect, the Government has identified the creation of an enabling climate for investors as one of the main principles of its policy to promote sustainable development.  Efforts in this area are crucial because net FDI flows into Suriname have been consistently negative in recent years.

(4) Market Access in Goods

12. Since the mid 1990s, Suriname has been gradually reforming various trade instruments, resulting in an increasingly open trade regime.  Steps have been taken to simplify customs procedures and, in practice, exporters and importers no longer need to obtain a business licence to operate.  Between 1994 and early 2004, Suriname's simple average applied MFN tariff fell from around 35% to 11%;  however, this average increases to around 13% if account is taken of two taxes levied exclusively on imports.  All applied tariff rates are ad valorem.  Suriname's nomenclature for the classification of goods shows numerous inconsistencies with the Harmonized Commodity Description and Coding System (HS) 1992, on which it is based.  This limited somewhat the scope of the analysis of Suriname's tariff structure.

13. Although Suriname's average bound rate of around 18% is relatively close to the average applied MFN rate, its tariff bindings are limited and for a considerable number of items applied tariffs exceed bound rates, sometimes by as much as 30 percentage points.  The authorities are intent on remedying this situation, and in September 2002 Suriname requested authorization to enter into negotiations to modify its binding concessions in accordance with Article XXVIII of GATT 1994.  These negotiations are ongoing.

14. Suriname has taken major steps to reduce non-tariff barriers to trade.  In 1999, Suriname eliminated an opaque, highly discretionary, non-automatic licensing system that applied to all imports (and exports) and was used to ration foreign exchange and shield domestic producers from external competition.  Under the new system, imports (and exports) are free from non-tariff barriers except to protect national security, public morality, the environment, and human, animal, and plant life and health.  An automatic registration requirement maintained for data collection purposes still applies to imports (and exports) not subject to licensing.

15. Suriname has never made use of contingency measures to protect domestic producers, and there are no regulations specifying the conditions and procedures for the introduction of such measures.  Efforts are being made to update the legal framework and strengthen institutional capacity in the areas of technical barriers to trade and standards and phytosanitary measures.  These efforts could also include measures to improve transparency, which has been somewhat undermined by the lack of WTO notifications in both areas.

(5) Other Measures Affecting 
Trade

16. All exports are subject to fees amounting to 0.6% of their value, except in the case of bauxite, for which the fees are 2.1%.  Foreign exchange surrender requirements still affect exports of mineral-related products, including petroleum and alumina.  These requirements are equivalent to an export tax, because they are applied using an exchange rate lower than the rate used by commercial banks.

17. To promote investment, Suriname maintains duty and other tax exemptions for a wide variety of imports regardless of whether the resulting products are subsequently exported or consumed domestically.  The revenue forgone as a result of such an investment promotion scheme, and its distortive effect could be significant, particularly given Suriname's strained fiscal position.

18. Competition in the domestic market is reduced by the presence of several monopolies, including some in the public sector, and the complex approval and registration requirements to operate a business.  The State plays a key role in several sectors, and progress in privatization has been scant.  Price and mark-up controls are in force from some basic goods and services.  These features suggest that the current initiative aimed at establishing a CARICOM competition policy framework would be an important complement of Suriname's efforts to increase competition through trade liberalization.

19. Suriname is not a signatory to the WTO Plurilateral Agreement on Government Procurement.  The main law governing public procurement requires the use of open tendering procedures in the acquisition of works, supplies, and transport services by government agencies, although exceptions are allowed.  The authorities indicate that the TRIPS Agreement has not yet been implemented in domestic legislation, but that draft legislation pertaining to industrial property is awaiting the approval of Suriname's National Assembly.

(6) Sectoral Policies

20. Bauxite mining and processing make a vital contribution to exports and fiscal revenue, and gold and petroleum are becoming increasingly important.  A state-owned company holds a legal monopoly on the extraction of hydrocarbons.  Mining operators benefit from special fiscal concessions.  Revised mining legislation is to be submitted to the National Assembly in 2004.  

21. Agriculture is significant because of its contribution to employment and, to a lesser extent, exports.  Rice production has been closely related to the preferential access to the European Union market.  Gradual but significant steps have been taken to liberalize domestic agricultural production in recent years.  Domestic producers are protected through a tariff-based system, non-automatic import licensing having been abandoned in 1999.  State involvement in production has been reduced, although it remains large.

22. As in most countries, services is the largest sector of the economy both in terms of employment and contribution to GDP.  In practically all areas there is a need for significant upgrading of infrastructure, better quality, and more competitive prices.  A number of initiatives have been taken to modernize and streamline regulations but progress has been uneven across activities.  Suriname has undertaken few international services commitments:  under the GATS these concern only tourism and travel services, transport, and telecommunications.  

23. The Surinamese banking system is highly concentrated, and the State holds equity in six of the eight banks in operation.  The financial position of the largest banks appears sound, but the smaller, wholly state-owned banks have performed poorly.  In practice, foreign participation in both banking and insurance is limited.

24. Telecommunications services are provided through a state-owned single supplier.  Efforts are being made to adopt the institutional and legislative changes necessary for the gradual liberalization of the sector.  To this end, an independent Telecommunication Authority was created and a new Telecommunication Act is under preparation.  The new Act would establish a formal limit on foreign participation in the provision of the basic infrastructure, while no such formal limit exists currently.  The duopoly foreseen in Suriname's GATS commitments was ended in 2002 due to problems related to interconnection conditions.  The supply of electrical energy is also under the monopoly of a state-owned enterprise.

25. Improving the efficiency and the physical infrastructure of Suriname's transport sector is seen as vital to support private sector growth, and international cooperation efforts are targeting the development of this sector.  Airport administration is in public hands but the Government is preparing legislation to create an independent airport authority.  Air transport services are reserved to firms substantially owned and effectively controlled by Surinamese, although foreign suppliers may provide such services under international agreements.  The management of public ports is also in state hands, but to support export growth the authorities are seeking ways to increase the efficiency of port operations.  The Government is in the process of modernizing shipping legislation.


