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I. Issue

The Information Technology Agreement is a voluntary WTO agreement under which participant countries commit to bind and eliminate, over time, customs duties and other charges on information and communications technology (ICT) goods covered by the Agreement (e.g., computer monitors). The ITA entered into force in 1997. Since its negotiation, ITA covered products have evolved and may even contain additional capabilities or functionalities. However, the essential characteristics and functions of these more sophisticated and technologically advanced products remain the same, and ITA participant countries should continue to provide them duty-free treatment afforded by the Agreement.  

The EC has taken to classifying newer, more sophisticated, and advanced versions of ITA products in tariff codes not covered by the Agreement, re-imposing duties on products, in some cases as high as 14%. This practice circumvents the commitments the EC made when becoming a participant to the ITA and has put into place a practice that results in undermining the letter and spirit of the ITA. The EC is heading down a slippery slope. If allowed to continue, ITA product coverage may be in jeopardy, and we could see the EC’s approach proliferate to other products and other countries. This issue has already impacted such ICT products as multifunction printers, LCD computer monitors, and set-top boxes.

II. Impact

The European Commission is laying the foundation to undermine the ITA and threaten, among other items, IT innovation, economic growth and development, and consumer access and choice:
· Additional Products: Further reclassification of ITA products into dutiable categories is likely.
· Benefits vs. Costs:  A handful of EU Member States have/could see increased investment and manufacturing (e.g., Poland, Czech Republic) as a direct result of the EC’s approach to circumvent its commitments. However, it is the other Member States and their consumers that are being asked to bear the burden of these limited benefits by paying more for ICT products. 
· Slows Innovation: By artificially and retroactively creating dividing lines between certain types of ICT products,  there is a risk that innovative companies will delay or even stop their product development, once they hit an additional cost in the form of import duties. 

· EU Small and Medium Enterprises (SME’s): SME’s make up 99% of all enterprises in the EU, they are the backbone of the economy. It is widely recognized that the competitiveness of the EU’s SME’s is negatively impacted by the poor update of ICT equipment and solutions. Making ITA products (e.g., computers, computer monitors, and printers) even more expensive will do nothing but further retard ICT uptake and hurt the EU growth engine.

· Other Countries:  Once the EC issues a decision and/or issues a position on a matter other countries follow their lead. The adoption is due to, among other items, country proximity or country desire to become an EU Member State. Additionally, developing countries often follow EU practice as some have a vested interest in increasing revenue. 

III. Conclusion

The ITA states that “Each party’s trade regime should evolve in a manner that enhances market access opportunities for information technology products.” However, the EC’s approach to circumvent ITA commitments through its re-classification practices is contrary to the Agreement. Instead of enhancing market access for ICT products, the EC is erecting trade barriers that re-impose duties on ITA-covered products and restrict market access. The EC has put into place unprecedented practices that are eroding the ITA. In order to ensure the relevance of the ITA, forceful government action is necessary to reverse these practices and ensure that ITA commitments to bind and eliminate Custom duties on covered products are maintained. 
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