05\ DOHA ROUND BLUES ¢

THERE CAN BE no illusionsyab, ut the fact that
the Doha round of trade talks of the World
Trade Organisation is in a limbo. The message
from the recent meetings of the WT'O General
Council is that differences among countries
on the major issues are as wide today as they
were three months ago when the Cancun min-
isterial conference suffered a spectacular fail-
ure. Since trade has become a major issue in
American domestic politics and since presi-
dential elections are less than a year away,
there is little likelihood of the most powerful
member of the WTO giving the negotiations
the political attention needed to break the
deadlock. This means that discussions on the
Doha round during 2004 will remain where
they are.

Yet the WTO continues to express confi-
dence that the talks will be completed on
schedule in January 2005. This is clearly im-
possible. Indeed, given the current state of
play in the negotiations, a more likely possibil-
ity is a total collapse of the round. If a collapse
is to be averted, the WTO must work on devel-
oping a menu of realistic solutions that gov-
ernments can consider for  serious
negotiation. There are more than two dozen
items on the Doha agenda but two are most
contentious: agriculture and the so-called Sin-
gapore issues — investment, competition pol-
icies, transparency in government
procurement, and trade facilitation. In agri-
culture, only one question matters. Are the
European Union and the United States willing
to consider a substantial reduction in sub-
sidies and import duties on farm products?
Considering that the E.U. and the U.S. are
used to having their way in agriculture, espe-
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cially by negotiating agreements that allow
each other to maintain subsidies and high tar-
iffs, this is a new scenario confronting the two .
trade majors. But confront it they must be- |
cause it is now plain that the refusal of the
Group of 20 developing countries — led by
Brazil, China, India and South Africa — to sign
on to a fudged deal in Cancun was not a one- |
off phenomenon. Since the two trade majors
account for a majority of the global farm sub-
sidies, the round can move forward only if they
are serious about reducing their extraordinari-
ly high barriers.

As for the Singapore issues, there is only one
question of relevance. Can the E.U. drop its
demand for WTO treaties on all four of the
issues? At Cancun, the E.U., in a desperate bid
to avert a collapse, expressed its willingness to
consider removing investment and competi-
tion policies from the negotiating agenda.
However, three months later it has returned to
the WTO with its demand that governments
consider an approach in which those willing to
participate in talks will do so while the rest will
stay out. With only the E.U. keen on the Singa-
pore issues, this compromise offer will not go
far. Developing countries remain vehemently
opposed to the WTO taking up these new is-
sues in any form. Now, 45 countries, including
India, have made it clear that they are willing,
at most, to explore discussions on trade facil-
itation. The crucial issue for the Doha round is
that the E.U. and the U.S. are yet to realise that
they cannot steam-roller the least developed,
developing and middle-income countries into
an agreement. Until that realisation sets in,
there is no hope for the ninth round of trade
talks in the GATT/WTO system. P
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RO VSALVAGING THE DOHA ROUND

INLESST a week from now, the member-
countries of the World Trade Organisation will
signal from Geneva if they are ready to revive
the Doha round of trade negotiations that suf-
fered a spectacular collapse at the Cancun min-
isterial conference last September. The General
Council of the WTO is to meet on December 15
(as decided by the trade and commerce Minis-
ters at Cancun) to explore how to take the nego-
tiations forward. The signs are that the WTO will
report that gaps in negotiating positions have
not narrowed. The breathing space of three
months that countries gave themselves after the
Cancun collapse has seen a number of formal
and informal consultations on the major issues
on the Doha trade agenda. While all countries
have expressed their desire to see a revival of the
WTO talks, the major players, the United States
and the European Union in particular, have not
shown a willingness to move closer to the posi-
tion of the majority of the WTO membership. A
stalemate at the December 15 meeting will take
the WTO a step closer towards abandoning the
Doha round altogether, or at best to put the
round in cold storage until after the U.S. Presi-
dential elections in November 2004.

The sticking points at Cancun were agricul-
ture, the four new or Singapore issues, and the
demand by a group of West African countries for
an end to cotton subsidies in the E.U. and the
U.S. In none of these areas is the WTO closer to
an agreement today than at Cancun. India has
demonstrated at the WTO that the U.S.-E.U.
proposal for a cut in import duties in agriculture
will result in a lower reduction by the E.U. and
the U.S. and a larger cut by the developing
countries. Such analysis has not persuaded the
world’s two biggest trading powers to show a
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more honest commitment to deal with the issues
of import tariffs and subsidies. The biggest dis-
appointment is in the four Singapore issues of
investment, competition policies, government
procurement and trade facilitation; on these, de-
veloping countries continue to insist that they
are not ready for negotiations. At Cancun, the
E.U., for years the main demander of WTO
agreements in these areas, went so far as to state
that it was willing to see the first two issues re-
moved altogether from the Doha agenda. Yet the
E.U. now speaks of talks going ahead on all four
Singapore issues, with investment and competi-
tion covered by plurilateral negotiations. India
has rightly argued that plurilateral talks involv-
ing a select group of countries have no place in
the multilateral body that is the WTO.

It has not however been only negative news
from Geneva. The U.S. and the E.U. have both
abandoned the positions of pique that they took
immediately after Cancun. The U.S. no longer
speaks of pursuing its trade interests in bilateral
and regional fora because the Doha round lies
abandoned. The inability of the likely members
of the proposed Free Trade Agreement of the
Americas to agree to anything more than a weak
framework agreement has demonstrated to the
U.S,, if it was indeed necessary, that for all coun-
tries the WTO is the best bet. The E.U., on its
part, has dropped its initial insistence that the
WTO decision-making structure should first be
overhauled before serious WTQ negotiations can
begin. These are significant developments, even
if they deal only with the underlying issues. But
the real breakthrough will come when the major
trading powers demonstrate that calling the on-
going trade round of talks the Doha Develop-
ment Agenda was more than a gimmick.
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,‘Mﬁdla wins

dispute with EC

By Our Special Correspondent

NEW DELRI, DEC. 2. In a major re-
lief to exparters, India has won
a case at the World Trade Orga-
nisation (WTO) against the Eu-
ropean Communities (EC)
providing special tariff prefer-
ences to Pakistan and 11 other
developing countries. The EC
had given this facility by making
Pakistan a beneficiary country
under a special tariff arrange-
ment for combating drug pro-
duction and trafficking under
its Generalised System of Pref-
erences (GSP) from 2002 to
2004.

The WTO dispute settlement
panel has ruled that the EC has
violated its multilateral obliga-
tions under the Most Favoured
Nation (MFN) treatment clause
by granting such preferences to
12 countries under this ‘drug ar-
rangements’ window without
extending these to other devel-
oping countries. The panel has
also ruled that the EC failed to
show that the drug arrange-
ments are justified under the
Enabling Clause of GATT/WTO
which otherwise allows devei-
oped countries to grant tariff
preferences to  developing
countries without giving the
same advantage to other coun-
tries. According to the Union
Commerce Ministry, India will
seek adoption of the panel re-
port as early as possible though
disputing parties have a right to
appeal a decision to the Appel-
late body. The dispute has been
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resolved 11 months after the
panel was set up at India’s re-
quest in January this year.

The dispute, the Ministry has
explained in a statement, had
arisen because the EC included
Pakistan as a beneficiary coun-
try under the special tariff ar-
rangement for combating drug
production and trafficking from
2002 to 2004. The scheme was
operational even earlier but the
beneficiaries were restricted to
Andean and Central America
countries, which did not affect
Indian exports to the European
Union (EU). But with the inclu-
sion of Pakistan as a beneficiary
country from January 1 2002,
Indian exports were directly af-
fected as the two countries are
competitors in the EU markets
in several sectors such as cloth-
ing.

The significant advantage
given to Pakistan products thus
affected substantial trade flow-
ing from India to the EU.

The WTOQ ruling is likely to
provide some relief to Indian
exporters to the EC, especially
those in the apparel sector, the
Ministry says.

It says India invoked dispute
settlement proceedings after
having exhausted all avenues
for a negotiated settlement with
the EC. The dispute settlement
panel has, it notes, vindicated
India’s stand that the tariff pref-
erences under the drug arrange-
ments are not given
unconditionally to all develop-

ing countries.
P
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HE WTO's Dlspme Settle-

ment Body (DSB) is no

different from the organi-
sation’s General Council. It con-
sists of all member govern-
ments, usually represented by
their ambassadors or persons of
equivalent rank. The current
chairperson the DSB is Shotaro
Oshima of Japan.
What kind of disputes does
the DSB settle?
A typical “dispute” at the WTO
involves any complaint by one
or more member countries that
another country is violating
WTO agreements or failing to
honour its commitments made
to the trade body. The purpose
of the DSB and the dispute set-
tlement mechanism of the
WTO is to resolve disputes by a
rule-based system, rather than
through a unilateral retaliatory
action by those complaining.
How does the DSB settle
disputes?
The DSB has a laid down a pro-
cedure for dealing with dis-
putes. Italone has the authority
to establish panels of experts to
consider the complaint and to
accept or reject the panels’ find-
ings, or the results of any ap-
peals. It is responsible for moni-
toring the implementation of its

4 Whatl,
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IN THE
CLASSROOM
rulings and recommendations
on disputes brought before it
and has the power to authorise
retaliation when a country does

not comply with a ruling.

The DSB’s procedures in-
volve at least two significant de-
partures from the GATT frame-
work. The first of these is that
unlike the Uruguay Round,
there is now a time-table laid
down for dispute settlement.
The amount of time each stage
of the process should take has
been indicated, though there is
some flexibility in the time
frames laid down.

The other important change
is that the DSB can reject the
findings of a panel, or of an ap-
peals report, only by consensus.
It is no longer possible for the
country against whom the
complaint is made to block the
decision of the DSB, unless of
course, it is able to persuade all

s WTO's dlspute

, including the com
\ ants, ofits case.
What is the procedure?
Theje are several stages to the
dispitte settlement process. In
the first stage, referred to as con-
sultation, which can last up to
60 days, the countries involved
in the dispute talk to each other
to see if they can settle their dif-
ferences among themselves.
They can also ask the WTO di-
rector general to mediate or
help them reach an under-
standing. If this yields no results,
the next stage is the appoint-
ment of a panel, which can take
up to 45 days. From the third
stage, the panel takes over. It
should normally conclude its
job within six months. Howev-
er, in cases of urgency, this can
be shortened tq three months.
The panel’s job begins with
each side in the dispute present-
ing ts case in writing to the pan-
el. This is followed by a hearing
in which the two sides and any
third parties who have declared
that they have an interest in the
dispute — present their case be-
fore the panel. Atthe next hear-
ing, each of the parties submit
rebuttals of the others’ case. The
panel canalso consult experts or
appoint an expert review group

Qody?

prepare an advisory report,
where the issues involved are of
a technical or scientific nature.

The panel then prepares a
draft report, consisting of only
the facts and arguments made
and not of the panel’s own find-
ings and conclusions. This draft
is given to the two sides and !
they are given two weeks to
comment on it. Then comes the
panel’s interim report, which
includes its findings and conclu-
sions. Again, the two sides are
given one week to ask for a re-
viewifthey wish to. In case a re-
view is demanded, it has to be
completed within two weeks.
Finally, the panel submits its fi-
nal report to the two sides and
three weeks later to all WTO
members. With this, the panel’s
jobisdone.
Once the panel has report-
ed, what comes next?
The panel’s report becomes the
DSB’s ruling or recommenda-
tion within 60 days, unless it is
rejected by a consensus or is ap-
pealed by either or both sides to
the dispute. Appeals, however,
have to be based on points of
law such as legal interpretation.
They cannot re-examine exist-
ing evidence or examine new
issues. i
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THE PROSRECTS FOR global trade in the short
term are not very bright, raising questions about
the viability of an aggressive export strategy that
almost all developing countries have embarked
on. New estimates of world trade in 2002 and
the projections for 2003, which have been pre-
pared by the World Trade Organisation, suggest
ominously that the growth in the volume of
world trade that began to slow down in 2001
may not recover very soon. The WTO now con-
firms that the volume of global trade of both
merchandise and services grew by only 3 per
cent in 2002 and that it will at best expand at the
same rate in 2003. This is less than half the 6.7
per cent annual rate of growth that global ex-
ports clocked during the 1990s. The current
slowdown in global export growth may also sug-
gest that the Qalcyon days of trade outstripping
GDP growth now belong to the past. Between
1985 and 2000, world trade consistently grew
faster than global GDP, giving credence to the
idea that exports could drive a country’s GDP.
But a change in the pattern may call for a more
cautious appraisal of the role of external trade in
powering domestic economies.

When the WTO made its first projection of the
growth of world trade in 2003 last March it did
so in the shadow of the U.S.-led war on Iraq and
the outbreak of the Severe Acute Respiratory
Syndrome (SARS), both of which threatened to
pull down the global economy and world trade.
Yet more than six months after the U.S. occu-
pied Iraq and SARS was quickly contained, the
WTO has had to stick to its first estimate of
world trade growing in 2003 by no more than 3
per cent. There are a couple of unusual features
of the current phase of global trade growth.

-
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UNCERTAIN TIMES FOR TRADE
Q-

First, according to the WTO, trade in value terms
when measured in U.S. dollars has actually in-
creased by over 15 per cent in the first six
months of 2003. But as the dollar has rapidly
depreciated during much of 2003, the real
growth of exports, in volume terms, by the
OECD members has been negligible. The second
unusual feature is that the rate of growth of ex-
ports has not been the same across all countries.
China has recorded spectacular rates of expan-
sion of exports since the second half of the 1990s
even as world trade has expanded slowly. At the
other end there is the European Union where
the volume of exports and imports has barely
grown. India was able to buck the global trend in
2002, and even if export growth has slowed
down in 2003 it remains high by current global
rates of expansion. In general, the developing
countries are doing better than the advanced
economies.

It would be, however, erroneous to assume
that the developing countries can continue reg-
istering rapid rates of export growth even if the
developed countries grow slowly. Export growth
in the South is ultimately linked to the economic
performance of the OECD countries. As the
United Nations Conference on Trade and Devel-
opment recently pointed out, the autonomous
impact of trade on economic growth is limited. It
requires faster economic growth to bring about a
revival in world trade growth, rather than the
other way round. In recent months, the econom-
ic outlook of the U.S. and Japan has been looking
up. This is true to a lesser extent of the E.U. as
well. The developing countries will be hoping

that this marks a return to mgre rapid GDP
growth in the advanced ecoyfée:
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‘Brazil foreign minister backs
USidea for WTO talks "%,

Washington, November 8

BRAZILIAN FOREIGN
minister Celso Amorim sig-
nalled his country’s support
-on Friday for a US sugges-
tion to revive world trade
talks.
After a meeting with U.S.
. Trade Representative
Robert Zoellick, Amorim
told reporters Brazil backed
moving ahead with the ne-
gotiations using a text de-
veloped at the recent World
Trade Organisation meet-
ing in Cancun, Mexico.
That gathering abruptly
ended in failure over a clash
between rich and poor
countries over whether to
launch negotiations on in-
vestment, competition poli-
¢y, government procure-
ment and customs-clearing
procedures.

THE HIDUSTAN TIMES

The sudden &nd left un-
clear whether deep differ-
ences over the goals of farm
trade negotiations could
have been resolved.

In the aftermath, U.S.
trade officials criticised
Brazil for encouraging poor
countries to think they
could get the United States
and European Union to
slash their farm subsidies
without offering anything
in return.

Zoellick has said the
United States was prepared
to resume negotiations
based on a text developed at
the Cancun meeting by
Mexican Foreign Minister
Luis Ernesto Derbez.

Leaders of the Asia Pacif-
ic Economic Cooperation fo-
rum also backed that idea at
their recent summit in
Thailand.

“What was sald in APEC
is very much what we
think,” Amorim told re-
porters. “That is, if you get
from the Derbez text on, we
can work further at least in
agriculture.”

Richard Mills, a
spokesman for the US Trade
Representative’s office, said
Zoellick and Amorim spent
a good part of their two-
hour meeting discussing
farm trade issues.

“We’ll continue to com-
pare notes and have a dia-
logue in advance the meet-
ings in Geneva,” Mills said.

Senior trade officials
from the nearly 150 mem-
bers of the WTO are sched-
uled to meet in Geneva on
December 15 to discuss how
to move the talks forward
after the setback in Cancun. |

Reuters |
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he flfth ministerial confer-
Tence at Cancun in Mexico

in September collapsed be-
cause developing and develop-
ed countries could not firm up
the modalities for negotiations
to launch the Doha Develop-
ment Agenda in 2003 on issues
ranging from  agricultural
reforms in rich countries to
investment rules, competition
policy, transparency in govern-
ment procurement and ways to
make global trade free and fair.
Other issues like the TRIPS
public health, special and
differential treatment to the
least developed countries and
the General Agreement on
Trade in Services may have
been clinched but were -not
discussed.

Improper homework

A fiasco in 1999 at Seattle and
now a collapse at Cancun in
2003 speak poorly of the WTO.
After two major failures at
ministerial conferences in the
past four years, WTO now faces
a crisis of confidence and legi-
timacy. It does not seem to have
done its homework properly
before the Cancun ministerial.

The G-21 group led by Brazil,
India and China and the Cairn
group had put forward propo-
sals pertaining to the most
controversial issues of agricul-
ture, Trade Related Aspects of
Intellectual Property Rights and
public health. Chairman of the
WTO ministerial team, Mexi-
can foreign minister Louis
Ernesto Derbez, had agreed to
look into proposals on agricul-
ture, including that of the G-21
countries, before formulating
the final draft. He gave an
instruction to this effect to the
Singapore - trade  minister
George Yeu Yong-Bon, who
was appointed a facilitator for
agriculture.

When the draft agenda was
circulated among the member
countries at Cancun, most of
the developing and the least de-
veloped countries from Africa
and Caribbean countries felt
cheated as there was very little
mention of the agriculture issue
which they saw as being formu-
iated to accommodate the inte-
rests of the EU and the US and
failing to address the concerns
of the developing countries.

The G-21 proposals on agri-
culture were based on three pil-
lars — domestic support or sub-
sidies, export support in terms
of credit and market access,
which referred mainly to the
reduction in tariffs. The reason
was that large sections of the
developing countries depend on
the farm produce for their
living, hence their interests have
to be looked after. The main
imperatives are production of
adequate food for domestic
consumption and sustenance of

The author is Senior Research Fellow,
Strategic Research Centre,
Chandigarh.

By PK VASUDEVA
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the rural agricultural economy.

These objectives are hit by the
high non-reducible domestic
subsidies of the US and EU to
the tune of $300 billion. This
category of subsidies has com-
plete immunity against re-
duction. This immunity is in-
defensible as these subsidies
give financial strength to the
farmers of the US and the EU
to continue with non-viable
agricultural production. They,
therefore, distort production

i

EE TRADE COALITION
FOR WORLD TRADE

and trade. Farmers in India and
other developing countries are
constrained to run the greatest
risk of severe unfair compe-
tition from imports. There was
no discussion on the reduction
of export subsidies as laid down
in the agreement on agriculture.

Hence the G-21 countries
demanded that these non-re-
ducible subsidies, that is, the
green box subsidies, of the ma-
jor developed countries should
be brought under discipline of
reduction and eliminated within
a specific time-frame. Unfortu-
nately, the draft proposals at
the Cancun left this issue un-
touched and insisted on resolv-
ing the Singapore issues.
Impingement

Reacting to the develop-
ments, the commerce and in-
dustry minister Arun Jaitley,
said: “Perhaps after the draft
text was circulated, the con-
sensus kept on eluding the
conference. I would have been
happier if a declaration re-
flecting the viewpoints and con-
cerns expressed by us was the
outcome of this conference.

Trade negotiations are an on-

going process and there is never
a last day as far as the nego-
tiations are concerned. Not-
withstanding the fact that a pro-
per declaration has eluded the
ministerial conference, the
negotiations would continue
and we would essentiaily put
across India’s concerns”.

The term “Singapore issues”
refers to areas of trade and in-

2 Rich Cannot Get Away With Bulldozing If The Poor Stand Together

A i

vestment, trade and compe-
tition policy, trade facilitation
and transparency in govern-
ment procurement in relation to
the WTO. These four issues
have collectively come to be
known as the Singapore issues
in the context of WTO because
it was the first ministerial con-
ference of the WTO at Singa-
pore in 1996 where these issues
were brought up by the develop-
ed countries for negotiations.
However, these were dropped

FREE TRADE COALITION
FOR WORLD TRADE

for future rounds on the insis-
tence of the developing coun-
tries, including India, as these
issues were not clear in under-
standing and interpretation.

The developed countries felt
that for international trade to
be genuinely free and fair, these
issues would need to be incor-
porated. They pcinted out, for
instance, that of the total global
trade in goods and services of
$6.1 trillion in 1995, as much as
one-third was trade within com-
panies — between the subsi-
diaries of the same MNC or bet-
ween a subsidiary and its head-
quarters. Clearly, there is a
considerable link between trade
and investment.

As things stand, there are as
many as 2100 bilateral invest-
ment treaties; there is no multi-
lateral agreement on “how to
deal with foreign direct invest-
ment”. Similarly, competition
policy would also have an im-
pact on the volume of the trade.
One of the things an inter-
national agreement on compe-
tition policy would need to look
at is cartels in various indus-
trics, which are estimated to
cost developing countries billi-
ons of dollars a year due to
overpricing.

Trade facilitation refers
essentially to simplifying proce-
dural hassles in international
trade in terms of the docu-
mentation required by customs
department and so on. Obvi-
ously, this too has an impact on
trade. On issues like invest-
ment and competition policy,

India feels that havmg a multi-
lateral agreement would be a
serious impingement on the
sovereign rights of countries.
Investment is seen as an area in
which ceding sovereign rights
would leave governments, parti-
cularly developing countries,
with too little room for mano-
euvre in directing investments
into areas of national priority.

On the issue of transparency
in government procurement,
the Indian position is that while
the principle is entirely accep-
table, there cannot be a uni-
versal determination of what
constitutes transparent proce-
dures because they differ from
country to country. On trade
facilitation, India has argued
that while the idea is unex-
ceptionable, developing coun-
tries may not have the resources
— by way of technology or
otherwise — to bring their
procedures in line with those in
the developed world over the
short to medium term.

Bulldozing stalled

These are the concerns which
upset the least developed coun-
tries like Africa and Caribbean
countries that left in a huff on
the last day. The LDC felt neg-
lected and left out while
drafting the agenda for Cancun.
India has many reasons to cheer
about the developments at
Cancun despite WTO failure in
balancing the interests of the
poor. The bulldozing tactics of
the big two — the US and the
EU — has been successfully
stalled while the coalition of the
developing countries that India
was banking on withstood the
pressure till the end of the
ministerial meet. In the past,
the big two had managed to
split such groupings during
crucial meetings to scuttle
resistance to key agreements.

With developing countries
having withstood awesome pre-
ssure for the second time in a
row, a repeat of Doha, a clear
trend is being established now.
The rich cannot get away with
“sideshows™ and bulldozing if
the poor stand together. That is
the message that emerges if the
Seattle ministerial — which also
ended in a failure — is taken
into account. The invincibility
of the big two is beginning to
fade though they have given
nothing away.

Arun Jaitley attributed the
effectiveness of the Indian dele-
gation’s performance at the
Cancun summit to the unani-
mity of political opinion back
home on the mandate he came
with.

The official Indian delegatlon
extensively networked with
other delegations. The gov-
ernment also showed good
sense by ensuring that the
delegation had at its disposal
the legal expertise needed to
convert fast-changing negotia-
ting positions into coherent
legal language.
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BRAZH, China and South
have expressed support for early
resumption of World Trade Orga-
nization (WTO) negotiations on
agriculture subsidies. According
to commerce department sou-
rces, representatives of the
Brazilian, South African and Chi-
nese governments have reiterat-
ed their support for resumption
of negotiations even as the WTO
general coundil is slated to meet
onTuesday at Geneva.

According to a statement is-
sued by the commerce depart-
ment, Mr Celso Amorim, Brazil's
minister of external relations,
met Mr Arun Jaitley, minister of
commerce & industry, on Mon-
day. They exchanged views on
both bilateral and multilateral
trade matters, specially in the
context of the post-Cancun sce-
pario. Both the ministers under-
lined the need for multilateral
trade negotiations to resume at
an early date in Geneva so that
the process could move forward,
the statement added.

Last week, the South African
trade minister Alec Erwin, ac-

HiGH POINT

contpanied by an official delega-
tion, met commerce secretary
Dipak Chatterjee to discuss mul-
tilateral and bilateral trade issues.
At the same time, Mr Jaitley met
Chinese ministers and officials in

During his discussions with
Brazil’s external affairs minister,
Mr Jaitley also discussed bilateral
rade issues including the two-
way flow of foreign direct invest-
ment and participation of enter-
prises from both the sides in the
economic development of the
two countries. He highlighted
the scope for Brazilian construc-
tion companies to invest in the
infrastructure sector in India
while Mr Amorim responded by
pointing to the tremendous in-
vestment opportunities for Indi-
an companies in the pharmaceu-
tical sector in Brazil.

At the Cancun ministerial
meeting, Brazil, China and South
Africa played a key role in the
group of countries, which in-
cluded India, pushing for steep
cut in agriculture subsidies pro-
vided by the US and European
Union members. The core mem-
bers of the grouping are planning
10 work together in the post-
Cancun scenario too.

The Economic Times
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~Cancun: a mystery story

HERE have been sever-

happenedin Cancun. Fl-
owing from that, there
have also been some ante-mortems
of the Doha Development Agenda

(DDA). There is near consensus .

that unless things change dramati-
cally, the January 2005 deadline for
DDA is dead. Interpreted thus,
Cancun was not a comma. It was a
full stop. Things may indeed chan-
ge dramatically in Geneva or else-
where. But what do we mean by
things changing dramat1cally‘7 ,
There are five contentious issues
— TRPs and public health, agr-

iculture, Singapore issues, non-agri-

cultural market access (NAMA)
and special and differential (S&D)
treatment for developing countries.
Of these, the TRIPs problem was
“solved” before Cancun, S&D is

critically linked to agriculture.

NAMA is not that serious a prob-

lem. Everything therefore boils

down to $ingapore and agriculture.

Given the polarisation, people are

understandably sceptical . about

positions on these changing dra-

matically. If that was going to hap-

pen, it should have happened on’
13th September.

On 13th September, a Draft
Ministerial Text surfaced in Cancun
and effectively killed the Cancun
Ministerial, although negotiations
went on also on 14th September.
Thanks to negotiations on 14th
September, there was some conver-

 gence on Singapore and on agricul-

ture. If there is an attempt to revive
DDA, will it be based on this con-
vergence or something else? Wh-
ere does the'13th September draft
stand now? No doubt the com-
merce ministry knows. But what in-
trigues me is that this draft has com-
pletely disappeared from WTO’s
website. Inistead, the WTO website
has its precursor, the 24th August
Draft Ministerial Text. Nor will you

find this 13th September draft arc- -

hived on any media website, includ-

ing Indian ones. There were reac-

tions to the 13th September draft
but primarily because of the time
difference between India and Mex+
ico, no Indian media reported on
the 13th September draft.

al post-mortems of what ‘

_programmes an

draft?

Whatever happened
to the 13th‘September

Let me therefore quote a little
from the 13th September draft toil-
lustrate the kind of damage it did.
Consider first, the matter of cotton
subsidies, of concern to Burkina
Faso, Benin, Chad and Mali. On
24th August, the proposal made by
these four African countries was
noted. The 13th September draft
stated: “The Director Generalisin-
structed to consult with the relevant
international organizations includ-
ing the Bretton Woods Institutions,

‘the Food and Agriculture Organi-

zation and the International Trade
Centre to effectively direct existing
resources towards
diversification of the economies
where cottontaccounts for the major

the condmencement of negotiations -
in this area”. 13th Sebtember .

changed that. On investment, “we
agree modalities that will allow ne-
gotiations en a multjlateral invest-
ment framework to start shall be
adopted by the General Council no
later than..” The date was unspe-

- cified; but a footnote stated,”The
date will coincide with the date for .

agreeing on modalities on agricul-
ture and NAMA.” So there would
be a link between investment, agri-

" culture and NAMA. Because the

US didn’t want a competition policy,

the language used there was slightly

different.”We decide that further

. clarification of the issues be under-

taken in the Working Group, includ-

On 13th September, a Draft Ministerial
Text surfaced and effectively killed
the Cancun Ministerial, although
negotiations went on. Will it
- be resurrected?

share of their GDP. Members
pledge to refrain from utilizing their

discretion within Annex A, para-

graph 1 toavoid making reduc’qons
in domestic support for cotton
Annex A, paragraph lisa reéférence

.o reducing domestic support i

agriculture. Tn plain English, what
does this quote tellyou? Developed
oqpmtnes, like the USA, won’t have
concrete commitments to reduce
domestic support in cotton. Ifyou
have a problem with that, diversify
and move away from cotton. So
wouldn’tyou have revolted? '
On all four Singapore issues
(trade facilitation, transparency in
government procurement, competi-
tion policy, investment), 24th August
gave us two options. “We decide to
commence negotiations” or the sit-
uation “does not prowde a basis for

INDIAN EXPRESS

ing consideration of possible modal- -
ities for negotiations.” No ambiguity

on government procurement and
trade facilitation. “We decide to
commence negotiations.” Doha did

" saysomething about negotiations on

Singapore issues “on the basis of a
decision to be taken, byexplicit con-
sensus, at (Cancun) on modalities of
negotiations.” Butjunk that.

The Draft Ministerial Declara- - -

tions don’t make sense without
bringing in some annexes. As Thaye

said earlier, Annex A is on agricul- '
ture. Let me again give a few quotes.

to illustrate how life changed be-

tween 24th August and 13th Sep-

tember. The 24th August said the
final bound total AMS would be

changed, 13th September added,

“Product-specific AMS shall be

. capped at their respective average

levels the pen
that non-product AMSwas
fine and shouldn’t be capped? 24th

Aungust said,”Green Box criteria re-
mainunder negotiation.” 13th Sep-
tember changed thiis to,”Green Box

' criteria shall be reviewed with a

view to ensuring that Green Box
measures have no, or at most mini-
mal, trade-distorting effects or ef-
fects on production.” The change in
nuahce is inescapable. Green Box
measures don’t distort trade and
should be accepted. On market ac-
cess; 24th August offered, “For the
tariff fines that exceed a maximum

of...developed-country participants
shall either reduce them to that

. maximum, or ensure effective addi-

tional market access in these or
other areas through a request-offer -
process that could include TRQs

(tariff rate quotas).”

Fine. But 13th September ad-
ded the rider, “Within this category,
participants shall have additional
flexibility under conditions to be de-
termined for a very limited number
of products to be designated on the
basis of non-trade concerns that
would only be subject to the provi-
sions of paragraph 2.1 (general tariff

. reduction) &bove.” Who has this

flexibility? Make no mistake. De-
veloped countries do. Because,
“The applicability and/or extent of
the provisions of paragraph 2.2
above to developing countries re-
main undet negotiation, taking into
account their developmental nee-
ds.” There is a Peace Clause. To st-
ate it simply, under this, you don’t
take action against subsidisedagro
exports and this clause was sup-
posed to end in December 2003.

. 13th September slipped in, “The

Peace Clausé will be extended
by...mon

There j 1s more in similar vein.
The message is sindple. As a Draft
Ministerial Declaration that seeks
to bring about a compromise, the
24th August version was.better
than the 13th September one. He-

nce my question, what happened
to the 13th September draft? Has

the devil in the detail been buried
and are we back to 24th August?
Or will there be a resumechon" I
w1sh Iknew.
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‘There’s a road from Cancun

/

HE 5th Ministerial Co-

nference:of the World -

Trade 0rganisation
(WTO) concluded  in
Cancun on September 14, 2003
without reaching a consensus on
various issues. Basically, a WTO
'ministerial can have three possi-
ble outcomes:.one, a fair declara-
tion accommodating tite inter-
ests of both the developed and
the developing countries; two, a
bad declaration; and three; no
declaration at all. Cancun, like
Seattle earlier, did not produce a
declaration. As I have said be-
fore, we would have liked a fair
declaration. But given the cir-
cumstances, no deal is better
than a bad deal.

Ministerial conferences of the -

'WTO are not one-off events wh-
ere crucial decisions are taken by
trade rinisters of member count-

ries over four or five days. This is -

becausé a ministerial is only a link
in a chain preceded by months of
negotiations, in the course of
-which the confours of an outcome
. are worked out by negotiators
and technical experts in Geneva.
Cancun was a link in the chain
that goes back to Doha and be-

. yond, to the Marrakesh Agreem-’

ent which marked the formal co-
nclusion of the Uruguay Round.

]

Move e process forward
to a fair outcome that
benefits all

)/

their economic development”.
Unfortunately, there was little
progress after Doha and hardly
any genuine effort to address the
problems of the developing coun-
tries. The Doha Declaration laid
down clear.deadlines for achiev-
ing development-related results
within a given time framework.
For instance, problems faced by

" developing countries in imple-

menting Uruguay Round Agree-
ments (known as Implementation
Issues); Special and Differential

treatment provisions; the issue of -

- creating an effective mechanism

The most important thing

about the Doha Ministerial Dec-
laration was that it affirmed the
importance of trade as an instru-

ment for economic development, -

particylarly in the developing and
leasy’ developed countries. To
qybte from'the Doha Declara-
on: “The majority of WTO
embers are developing coun-

tries. We (therefore) seek toplace |

their needs and interests at the
heart of the Work Programme
adopted in this Declaration”.

What the Doha Declaration of-

2001 stated was also what the
“Uruguay Round negotiatdrs had
" interided. Thus, the Marrakesh
Agreement of 1994 establishing
the WTO had, like the Doha Dec-
laration, emphasised the “need
for positive effort designed to en-
sure that developing countries,
and especially the least developed
among them, secure a share in the
growth of international trade
commensurate with the needs of

to address the problems of devel-
.oping and leasg developed coun-

tries having no or insufficient
manufacturing capacity in the
pharmaceutical sector and dead-
lines in respect of the key market
access areas like agriculture, non-

agriculture and services. Dead-

E ARUN JAITLEY

- economic and political

~ ¥

ve socxal
rcus.
sions which could affect millions
ofpeople backhome. - ..
Cancun is now behind us. We
have to pick up the pieces and
try to.move the process forward.

tions on issues that

The general council of the WTO
is scheduled to-meet in Decem--
‘ber 2003. There has to be active -
engagement at Geneva so that’

the divergences, specially on ag-
riculture, can be narrowed. Th-

“ere is no point in indulging in

the blame game. We all have out
concerns in different argas of

' the negotiations. We-need to lis-

ten to one another, appreciate
the concerns of all and find solu-

- tions that are multilaterally ac-

ceptable and are in keeping with

. the Doha mandate.

The Cancun Ministerial Con-
ference had many positives even

* What was heartening was the desire of
developing countries to reach out to each
other and to forge common positions
wherever possible. We bullt coalitions

line after deadline was missed.
Then, there were the Singa-
pore issues relating to trade and
investment, trade and competi-
tion policy, trade facilitation and
transparency in government pro-
cuzement and India had time
and again expressed itself clearly
against expansion of the WTO
agenda in these areas in view of

- lack of clarity and other con-

cerns. The abrupt termination of
the Cancun Conference, came in
the wake of the reactions to the
revised chairman’s. text of Sep-

" tember 13, 2003 in which our

concerns on agriculture and Sin-

gapore issues were not taken on.

board. Developing countries
came forward to express their re-
sentment against the revised text,

.

-

though it ended in a stalemate.
One, we actively engaged in the
negotiations - and brought the
concerns of developing countries
to the centrestage of the WTO
trade talks. Animportant aspect
of this was the strong demand for
an end ‘to subsidies that rich
countries provide to their farm-
ers which, in turn, hurt our farm-
ers and the general consensus
amongst many of the developing
country members that new issues
which are not trade related
should not be a part of the nego-
tiating agenda of the WTO. Sec-

ond, what we saw at Cancun was -

a high degree of unity and com-

monality of interests among de-
veloping countries €ven though -

not all countries shared the same

underlining the intensity of rea~_ ‘positiononallissues. )
P /,___

For instance, ot all develop-
ing countries had the same posi-
tion as ours on the Singapore is--
sues. Similarly, in agriculture, the
empbhasis varied from country to
countgy on the three pillars of the

_ WTO Agreement on Agriculture .

namely, domestic support, export
competition and market access.

But, what was hearténing was the .

desire of developing countries to
reach out to each other and to
forge common positions wher-
ever possible. We built coalitions
— the G-22 on agriculture and -
G-16 on Singapore issues and
these alliances remained intact
till the end. Third, we proactively
engaged in the negotiations and

_ we did not always say no. It is im-

portant that we continue to build
on the positives of Cancun. An

“honest appraisal of the areas of
. convergence  and divergence

among members would ensure
productive work in the future and
achievement of the goals we set
for ourselves at Doha. -

Cancun is not the end of the
road. These talks will go on. If
anything, Cancun has decisively
underlined the point that itis im-
portant to revive and revitalise

‘the Geneva process as the bulk

of the negotiations have to be
done in Geneva st the technical
level. It is important to infuse
new life into the Doha Work
Programme and move forward
in a manner that inspires the
confidence of all member coun-

tries of WTO, especially devel-

oping countries. We, in India,
have always believed that an eq-
uitable, rule-based multilateral
trading system is'vital to ensure
global economic development.
The ultimate goal of all rou-
nds — whether the Uruguay Ro- -
und or the current Doha Round
—is to raise the standards of liv-
ing of millibns. liying in poverty
and expanding the productlon
and trade in goods and services
across the globe. The process
must move forward because tr-
ade is the way forward for devel-
opment and removal of poverty.
We have to ensure an outcome
thatis fair and benefitsall.

¢

The writer is Union minister of
- commerce and industry
7
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The implications for a regite
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of free flow of investment

are many. It would allow
foreign investors to control
eventually all natural resources,
including agricultural land. That
would take away the sovereignty
of the government making the
country a dependent economy.
It would not allow the home
government to direct investment
to the socially desirable sectors
or to the economically backward
regions. It would also create
extreme inequality between
regions and between social
classes, which can undermine
the stability of the country.

Removing restrictions

The experience of the East
Asian countries in the 1998
financial crisis showed that an
absence of controls over capital
flows can make the country
suddenly bankrupt if foreign
investors lose confidence in the
country’s prospects. There was
no Asian crisis in India, Malaysia
or China in 1998 as these coun-
tries had controls over monetary
flows. During the last 10 years,
the poor countries have received
a number of setbacks regarding
the promises made by the World
Trade Organisation and the
developed countries.

The developing countries have
accepted a new international
investment regime already in the
form of Trade Related Invest-
ment Measures (TRIMS), Trade
Related Aspects of Intellectual
Property Rights (TRIPS) and
General Agreement on Trade in

Services (GATS). These three

new systems already give the
multinational companies and the
rich nations considerable advan-
tages and freedom to operate in
the developing countries. The
TRIPS agreement prevents
much needed technology trans-
fer to the developing world by
ensuring control of knowledge
and technology in the hands of
the corporations of the rich
countries.

The TRIMS agreement curt-
ailed the freedom of the govern-
ments to demand that foreign
investors use a minimum percen-
tage of local content as inputs,
export a minimum percentage of
their domestic production, or
restrict the level of repatriation
of profit. GATS requires mem-
ber states to treat foreign service
providers no less favourably than
domestic providers.

In 1997 OECD countries, the
club of the rich nations, have
demanded a new regime of
investment, MAI or Multilateral
Agreement on Investment, to re-
move any existing restrictions for
the multinational companies and
multinational financial investors.
Due to the strong protests of the
poor countries, WTO could not
adopt it then, but it will try again
in Morocco.

However, in order to attract
foreign investments, poor coun-

. tries are trying to reduce labour

rights by setting up special eco-
nomic zones, where domestic
trade union laws will not be

N
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operative. Another effect is the
competition among the poor
countries to attract foreign
investments by reducing tax on
corporate income, thereby re-
ducing tax revenue of the coun-
try. The consequences are re-
duction of public expenditure
and increasing debt of the
government. India is the perfect
example of this problem, when

for developing countries to take
advantage of the loopholes in
TRIPS. The USA, Switzerland
and other rich countries have
opposed this statement, and

‘have proposed weaker language

that sounds similar but would
mean little chance in the status
quo. However, the poor coun-
tries accepted it in Geneva on 30
August this year, as they have

public debt has gone beyond any
limit with reductions in tax rate
and tax revenues.

Systematic imbalance

Patent rights, by granting tem-
porary monopolies to drug
manufacturers, keep drug prices
and company profits up. As a
result, the pharmaceutical indus-
try has higher profit rates than
any other major industrial sec-
tor. In 1994, the WHO agree-
ment on “trade-related aspects
of intellectual property rights”
mandated that member coun-
tries bring their laws into accord
with restrictive standards that
maximise the righis of patent
holders. Both the Nobel Prize
winner Joseph Stiglitz and
Muchkund Dubey, India’s chief
negotiator to the 1994 Treaty in
Uruguay, have remarked, the
1994 agreement was “unequal’
and “driven by commercial in-
terests”. The agreement does in-
clude the option for countries to
use generic alternatives to pat-
ented drugs in emergencies, as
the US threatened to do recently
to bring down the price of the
patented antibiotic Capra. In
practice, however, using this
option requires strong political
will, economic influence, and
high-powered lawyers to face up
to pressure from drug com-
panies and their home govern-
ments.

Developing countries have
proposed a clear declaration
from the WHO meeting that
“nothing in the TRIPS agree-
ment shall prevent members
from taking measures to protect
public health”. While not chan-
ging the text of the existing ag-
reement, such an explicit state-
ment would make it much easier

realised nothing else can be
gained.

Although the developed coun-
tries at the Doha conference
wanted to include “labour stan-
dards” as a trade-related issue in
future agreements, they have
dropped it due to the objections
raised by China, India and some
other developing countries with-
out much argument. The reason
is that inclusion of labour stan-
dard in trade negotiations will
affect the developed countries
badly as well. As multinational
corporations of the developed
countries are deeply involved
with the Chinese export drives,
developed countries are not
interested to include “labour
standards” in the future talks of
the WHO as that would harm
their companies too.

The developing countries want
a comprehensive re-evaluation
of existing agreements before
starting a new series of complex
negotiations on additional sec-
tors. They want WHO to consi-
der the empirical evidence on
benefits and damages. They a'so
want to remedy the difficulties
they have faced in setting up
legal and administrative systems
for implementation of trade
rules. In short, they want tu
address the systematic :mbal-
ance that ensures that rich
countries benefit disproportion-
ately, while the poor countries’
“development deficit” only
SIOWS.

Developing countries have
identified at least 104 specific
“implementation” issues they
wanted to address. A few exam-
ples include US use of “anti-
dumping” barriers to restrict
exports of steel from developing
countries, including India, the

q\\'}lmbalance Between Rights And Responsibilities G Qﬂ/

impact of lower industrial tariffs
in devastating domestic indus-
tries in many developing coun-
tries, and the failure of the rich
countries to provide adequate -
technical assistance to enable
developing countries to comply
with trade regulations and com-
pete effectively.

Benefit of protection.

Developing countries have
also led a fight to oppose the use
of intellectual property rights to
patent life forms, a trend which
threatens developing country
control over genetic stock vital
for agricultural production. The
bottom line is that while deve-
loping countries have been for-
ced into opening their markets,
allowing cheaper imports to
undermine domestic agriculture
and industry, rich countries have
failed to lower their own trade
barriers, which cost developing
countries some $100 billion in
lost opportunities. Instead of ad-
dressing these concerns, the rich
countries and the WHO secre-
tariat have pressed for a new
round while offering practically
nothing to address these imple-
mentation issues.

Protectionism was used at the
early stages of development for
all developed countries. The
USA, the UK, Japan, Korea,
Taiwan and China had all used
discriminatory policies against
foreign products and investors.
All of them have used limits on
foreign ownership; export re-
quirements, local employment
and insistence on joint ventures
with local firms and general
import restrictions to develop
their own national economy.
Only when the domestic in-
dustries have reached a certain
level of maturity, the benefits of
non-discrimination and libera-
lisation could outweigh the costs
of protectionist policies. Libera-
lisation for those economies is
the result of their development,
but not the cause. Acceptance of
the proposed trade and invest-
ment regimes of the WTO
means not doing what the deve-
loped countries did to develop
their economies.

The WTO proposals create an .
imbalance between the rights of
the foreign investors and their
responsibilities. This imbalance
undermines national sovereignty
and international efforts to put
constraints on the unlimited po-
wer of the muiltinational com-
panies, annual profit of some of
whom are more than the
national income of most of the
poor countries. WTO has no
jurisdiction over the multinat-
ional companies. The UN has
tried to creaté a set of rules to
control the multinational com-
panies. However, these were all
rejected by the developed coun-
tries. Given the attitude of the
developed countries, Cancun
conference was only intended to
increase ihe imbalances between
the sacrifice of the poor coun-
tries and their achievements
from the WTO.

. (Concluded)
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he meeting of the World
TTrade Organisation in

Cancun in Mexico was in
disarray before it started. Deve-
loping countries were not satis-
. fied with the fact that the richer
countries were again trying to
set the agenda with the exclu-
sive interests of their own eco-
nomies and were asking the
developing world to accept a
new set of agendas with the slo-
gan for development. Most of
the developing countries are no
longer willing to accept the rhe-
toric of the developed world
that what is good for them is
also good for the poor nations.

Unkept promises

In theory the WTO with 142
members including 47 African
countries, Gperates by consen-
sus. All countries have the right
to participate in negotiations
affecting them. In practice,
however, key decisions, inclu-
ding formulation of documents
presented as “consensus” posi-
tions, take place in smaller
informal meetings that are
closed or unannounced. Even
when there is vocal dissent, the
positions of developing coun-
tries are often totally excluded
from the emerging statements.

The developing countries are
concerned that during the last
10 years they have not gained
much from the markets of the
richer nations, which are still
closed. At the same time, rich
countries want to abolish all
forms of trade protections in
the developing world, which will
undermine whatever manu-
facturing industries the poor
countries have. Although in the
Dobha declaration in 2001 stated
that “the modalities for further
commitments, including provi-
sions for special and differential
treatment to be established no
later than 31 March 2003”, no
progress in this matter was
made. At the same time, due to
the falling price of the natural
resources, the poor countries
are getting less and less from
their exports of natural
resources.

Abolitions of all tariffs and
trade protections will mean
more imports which, in view of
the falling export revenues, will
create more acute balance of
payments problem for the poor
countries.

Trade liberalisation, its
proponents promise, will bring
benefits to all countries. The
World Bank, for example, cal-
culated that full trade libera-
lisation could bring between
$200 billion and $500 billion in
additional income to the
developing countries.

Now the developing countries
are asking for the results, which
are not forthcoming. In practice
the rich countries take full
advantage of the meets, they
press on developing countries
to open their markets, while

The author is Professor in Inter-
national ~ Economics, Nagasaki
University, Japan.

Rich Countries Still Protected By Tariff Walls

By DIPAK BASU

failing to open their own mar-
kets. This is particularly clear in
agriculture, where agricultural
subsidies to farmers in the US,
Europe, and Japan have risen to
almost $1 billion a day, more
than six times the amount these
countries provide in develop-
ment assistance. Together with
other measures, such as tariffs
and quotas, these subsidies

make it difficult for the deve-
loping countries to compete in
markets of rich countries.

Even more damaging, agricul-
tural exports from the rich
countries drive small farmers
out of business even in their
home countries. This threatens
domestic food security and
undermines export potentials of
the poor nations. The previous
Uruguay Round of trade nego-
tiations, which ended in 1994,
promised greater market access
in the rich countries for deve-
loping countries’ exports. This
has not happened.

Closing out the poor

Both the European commu-
nity and Japan are against any
real changes in the agricultural
support system they have. USA
may go along with the Euro-
pean and Japanese, leaving the
developing world in despair.
The total amount of agricultural
subsidy in the OECD countries
has risen from $298 billion in
1988 to $326 billion in 2000,
which is 31 per cent of the value
of agricultural product in the
OECD countries.

Subsidy in agriculture in the
European Union is about 35 per
cent of the total value of her
agriculture  production. In
Japan, subsidies in agriculture
constitute 59 per cent of the
value of agricultural pro-
duction.

The USA is going to increase
its agricultural subsidy by $83
billion over the next 10 years
from 2002. Yet, at the same
time these countries are asking
the poor countries not to give
any subsidy to their agricultural
or industrial sectors.

The developing countries

want to raise tariffs on some
crops and to exclude some crops
from any further liberalisation.
India has proposed a “food
security box” so as to increase
flexibility for providing domes-
tic support to the agricultural
sector.

High tariff against the exports
of industrial goods from the
poor countries cover 63 per cent

of all export items of the poor

countries. High tariff rates ag-
ainst the exports of agricultural
products from the poor coun-

. tries constitute 97.7 per cent of

all agricultural export items of
the poor countries. That is not
all. Tariff rates escalate along
with the amount of processing
of a natural product.

Thus, the idea that the deve-
loped countries have already
reduced their tariff rates is a
myth; they did it only for
those products which are not
going to cause unemployment.
If there is a little tendency for
any export item from the poor
countries to cause unem-
ployment in the rich countries,
anti-dumping measures are
followed vigorously by the
developed countries.

Nearly 50 per cent of all anti-
dumping measures approved by
the WTO are by industrialised
countries. Thus, the developing
countries do not have much
market access but they are
forced to open their markets for
the rich countries.

The rich countries have deve-
loped their economies under ta-
riff walls and are still protecting
their economies with various
measures of tariffs and non-ta-
riff restrictions. Thus, their ad-
vice that the growth prospects
of the poor countries will be
magnified if they remove all
trade restriction cannot cut
much ice.

Developed countries have ini-
tiated a strong campaign to
include free flow of investments
as a condition for the members
of the World Trade Organisa-
tion. Free flow of -investments
has several dimensions.

It demands all countries must
allow complete freedom for the

g% T

multinational companies to
invest in any sector they like
with complete freedom to
withdraw investment and to
remit profits across the border.
It implies, the member coun-
tries cannot have any form of
exchange control and any con-
trol on money or capital flows.

It also means foreign com-
panies would be treated at par
with the domestic companies
and subsidies for the socially
needed industries or sectors in
the home economy would not
be allowed as these subsidies
are against competition. Nat-
ional governments will be un-
able to discriminate against
foreign companies regarding
government  purchase or
contracts.

Free flow of capital

Developing countries are ag-
ainst these measures to be in-
cluded in any future agenda, but
slowly but steadily they are
being persuaded to accept at
least some aspects of these
measures to start with. The
arguments of the developed
countries are that free flow of
capital would ensure uninter-
rupted flows of foreign invest-
ments, which will enhance eco-
nomic growth of the poor coun-
tries. Removal of restrictive
practices against foreign firms
and favouritism for the domes-
tic companies will create an
intense competitive atmosphere
so as to make the enterprises
increasingly efficient.

There are many problems in
these arguments. Foreign in-
vestments are neither necessary
nor sufticient for economic dev-
elopment. Japan, Korea and the
former Soviet Union have rapid
industrialisation without fore-
ign investments.

Brazil, Argentina, Thailand,
Indonesia have received signi-
ficant amounts of foreign in-
vestment, but they are still poor.
In 1999, the UN Economic
Commission for Latin America
has reported that foreign
investment in the region rose by
13 times in the 1990s compared
with the 1970s, but the growth
rate of the gross national pro-
duct was 50 per cent lower than
that during 1970s.

If foreign investments are
concentrated on purchasing as-
sets rather than creating new
source of production, there may
not be any improvement in the
growth rate of the economy.

In the period 1995-98, trans-
fers of property accounted for
nearly two thirds of all foreign’
investments in Latin America.
China’s rapid development du- .
ring the 1990’s is accompanied
by massive intlows of foreign
investments, but China has
maintained all kinds of controls
over its economy and particu-
larly on foreign investments.
China’s experience shows that
controls on the economy and
on the external sector do not
deter foreign investments.

(To be concluded)



/ﬁiggest lender to US grabs attention of media and NGOs

China steals
the show"

K.P.NAYAR (‘!\'Fb

Cancun, Sept.
15: There is a
side show in
Cancun: a side
show which is
potentially
more signifi-
cant than the main show of the
World Trade Organisation’s
(WTO) fifth ministerial confer-
ence.

The side show is China. The
Chinese delegation here has all
the swagger of a country, which
is now the biggest lender to the
US —yes, to the US, which is the
world’s biggest economy.

Did you know that China now
holds $290 billion in American
government debt in US treasury
bonds? That is in addition to
China’s annual trade surplus
with the US which has crossed
$100 billion! This alone should be
some food for thought for those
in India who question New
Delhi’s wisdom in seeking an ac-
commodation with Beijing.

Cancun represents China’s
maiden participation in an inter-
national economic event of this
scale since it became People’s Re-
public of China more than haif a
century ago.

China was kept out of the
WTO until December 11, 2001. So
this is the first time China is tak-
ing part in a WTO ministerial
meeting as a member. The Chi-
nese delegation here is one of
the most sought after delega-

- tions among the media, the non-
government organisations
(NGOs) and even by other dele-
gations. It is also one of the most
opaque.

But

commerce minister

Arun Jaitley used his persuasive
powers — and the goodwill creat-
ed by the Sino-Indian co-opera-
tion in the Group of 22 nations
here — to convince Lu Fuyuan,
his Chinese counterpart, to be
the virtual spokesperson at Can-
cun for developing countries on
export subsidies.

Once Lulaunched himself on
the subject, there was no turning
back. China was forced by the US
and the ‘big boys’ in the WTO to
eliminate export subsidies as the
price of joining the global trade
body.

The Chinese don’t turn the
other cheek when they are
slapped on one. So, now with all
the traditional passion of an of-
fended Chinese nationalist, Lu
wants the rich nations to do what
China was forced into about two
years ago.

Lu’s only problem is that he is
not articulate like Jaitley. Not
even in Chinese. So, his ambas-
sador to the WTO, Sun Zhenyu,
steps in with equal missionary
zeal.

The best way to get to the Chi-
nese delegation is through the
Chinese media, which has an
army of reporters here. Unlike
the Indian newspersons from the
“free press”, the Chinese media
here is an extension of their del-
egation to Cancun.

For the present, Indian re-
porters are a good flavour with
Chinese newspersons. If they
like you, they will take you to the
Chinese delegation.

The Chinese delegation’s sta-
tistics, their public documents
and what you read — between
the lines — in their howsoever
cryptic comments all point to
one thing. In the second half cen-

Lu Fuyuan: Making his presence felt. (AFP)

tury of the People’s Republic’s
existence, China intends to catch
up, if not overtake, the US as the
world dominant economic
power.

It may come as a surprise to
many Indians that China is now
keeping helping the US economy
to stay afloat. Consumption is at
the core of the American econo-
my and the Chinese are feeding
America’s penchant for more
debt by lending to the US.

Economists predict that by
next year, America’s debt will be
six per cent of its gross domestic
product (GDP).

The biggest emerging global
trade dilemma is not being dis-
cussed at the WTO here. It is that
huge Chinese savings are being
pumped into the US economy so
that Americans can keep buying
Chinese goods.

A day after the WTO meeting
opened here, the US department
of commerce released July trade
figures in Washington. It showed
that America’s trade gap with
China widened to arecord $11.34
billion in July compared with
$9.9 billion in June.

The respect that China’s dele-
gation is getting in Cancun is a
reflection of ‘Beijing’s win-win

situation with regard to the US.
That China is now America’'s
biggest creditor. And the Chi-
nese even profit from it by selling
more and more to the US,

Where will it end? Either the
US will become insolvent when
some of its creditors finally de-
cide that it is no longer viable to
lend money to Americans.

The other likelihood is that °

China may go into political tur-
moil or its economy may run
into trouble and the nature of its
ties with the US may change alto-
gether.

Which is why, hinting at a
conspiracy, Chinese reporters
here say they have serious
doubts about how the SARS dis-
ease began in China. After all.
they point out, it put a brake, al-
together brief on China's eco-
nomic activity.

Not everyone here, though, is
in awe of the Chinese. The Mexi-
cans, hosts to WTO in Cancun.
are bitter. They continue to lose
jobs and factories to China.
“Mexico has nearly lost the bat-
tle on low-skilled, labour-inten-
sive industries where it cannot
compete with China...” invest-
ment company Merrill Lynch
said in a recent report.

THE TELEGRAPH



~Cancun fails, developing

nations’ unity does not ~~

Rich-poor
split sinks

rade
Y

SAUMITRA DASGUPTA

Cancun, Sept. 15: The world
trade talks collapsed here
last night with the rich and
poor nations unable to
agree on the modalities for
framing new rules covering
a range of issues from agri-
culture to industrial tariffs,
and services to investment.

The breakdown (briefly re-
ported in Monday’s edition)
signalled the growing power of
the developing nations, which
refused to be browbeaten into
submission as they had been in
the past. .

“I would have been happy to
reach a trade agreement,” said
commerce minister Arun Jait-
ley. “But in the end we were only
able to focus attention on the is-
sues of importance to develop-
ing nations.”

European Union trade com-

nissioner Pascal Lamy said the
cound of talks wasn't dead, “but
it certainly needs intensive
care”. “We could have gained —
all of us. We lost — all of us.”

All through the week, the dis-
cussion had focused on agricul-
ture. But in the end, the talks
foundered when the developing
nations refused to cave in to pres-
sure to widen the ambit of the
WTO’s agenda by including the
so-called Singapore issues of in-
vestment, competition policy, tr-
ade facilitation and transparen-
cy in government procurement.

There was an air of triumph
among the developing nations,
which comprise over three-quar-
ters of the WT'O’s membership,
at being able to stall attempts by
rich nations to change the rules
of the game and frustration and
anger on the other side.

“The developing countries
have come into their own,” said
Malaysia’s trade minister Rafi-
dah Aziz. “This has made it clear
that developing countries can-
not be dictated to by anybody.”

“We are going to open up
markets one way or the other,”
US trade representative Robert
Zoellick said ominously.

talks

cts with more nations.

Zoellick said it would now be
very difficult for the WTO to
meet its deadline of concludinga
new trade deal by the end of 2004.

“The WTO remains a medie-
val organisation.... The rules of
the organisation cannot support
the weight of its task. Given the
way it functions now; there is no
way to get 148 members to agree
on contentious issues,” Lamy
said.

“We need to see how we can
change the way that WTO func-
tions to make it work,” said
Lamy, raising the spectre of a
voting system that will give the
rich more control as in the UN.

Although both the EU and the
US refused to indulge in a blame
game, othersdid.

Canadian trade negotiator
Pierre Pettigrew said India and
Malaysia had scuppered the
talks by refusing to budge even
after the EU suggested that it
was ready to drop the two most
contentious issues: investment
and competition policy.

The British and some other
European negotiators blamed
Luis Ernesto Debrez, the Mexi-
can foreign minister who was
the chairman of the Cancun con-
ference, for his “hasty and rash”
decision to end the talks because
there was no explicit consensus.

Lamy, however, refused to
blame Debrez for calling an end
to the talks but did appear to qu-
estion why he took up the Singa-
pore issues first when the talks
had centred on agriculture all
through. The talks will now have
to be carried forward by the am-
bassadors of various countries
and the WTO general council in
Geneva.

“I am disappointed that we
have to conclude this ministerial
conference in this way, but not
discouraged. We need to make
sure that everyone remains en-
gaged in the process,” WTO di-
rector-general Supachai Pan-
itchpakdi said.

Anti-globalisation activists
who had criticised the proposed
trade deal sang the Beatles song

A

He hinted . Money can’t buy
that the US the world after
would step up ef- the talks collap-
fort's to sew up We could have gained — all sed and held up
regional  free of us. We lost — all of us banners readi-
trade agree- ‘ ng “We won”.
ment.s and work EU TRADE COMMISSIONER (See Business
on bilateral pa- e e o e - Telegraph)
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A new voice makes itself

5% heard at

LONDON, Sept. 15. — Progress is not a
word often associated with the World Trade
Organisation (WTO) and it is unlikely to be
one that springs immediately to mind after
the shambles that passed for the ministerial
meeting in Cancun.

Deadlock and- stalemate may initially
seem like more apt characterisations of the
Cancun discussions, with ministers yet again
. bogged down by rifts over agriculture. But
although the meetings may have failed to
make meaningful headway on farming re-
form for now, they may have sown seeds of
real change.

Ironically, the very group of countries be-
ing blamed for the apparent lack of pro-
gress at Cancun are the ones that hold out
the most hope for substantive, longer-term,
reform. The so-called G 21 group of devel-
oping countries — led by heavyweights such
as India and Brazil — have been roundly
criticised by the USA and the EU for their
aggressive, confrontational negotiating tac-
ties, —————————

Mr Peter Allgeier, deputy US trade rep-
resentative, declared himself “perplexed”
by the group’s hardline demands for deep
cuts in Western agricultural subsidies and
tariffs. The EU delegation was similarly dis-
mayed by the G 21’s approach.

Yet the emergence of a distinct, and sub-
stantive, counterweight to the USA and Eu-
rope at Cancun could eventually prove to
be the making of the WTO. The trade or-
ganisation’s biggest flaw ‘to date has been
that developing countries have been unable
to coordinate their demands, handing the
industrialised world free rein to dominate
WTO discussions.

There may be no guarantee that the un-
likely alliance of Brazil, one of the world’s

F
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largest food exporters, and India, with its
protectionist regime and impoverished
farming community, will last the distance.
But if it does, the G 21, representing almost
two-thirds of the world’s farmers, will have
real clout.

That there is a desperate need for farm-
ing reform in the industrialised world is be-
yond doubt. The world’s richest countries
spend some $300 billion a year supporting
their farmers, leading to artificially high pri-
ces for consumers and causing real hardship
for developing economies. There are much
better ways to provide financial assistance
for developed-world farmers without caus-
ing the enormous, and costly, distortions to
trade that result from the status quo.

Statistics provided by the Organisation
for Economic Cooperation and Develop-
ment (OECD), whose members include all
the world’s major industrialised economies,
show just how much the consumer is losing
because of farm support.

On average in the OECD countries, the
prices farmers receive are 31 per cent above
the equivalent in international trade. This
figure rises to 80 per cent for milk, almost
100 per cent for sugar and 360 per cent for
rice.

These hugely inflated agriculture prices
can be maintained only because of punitive-
ly high tariff walls. A key reason farm prod-
ucts in industrialised countries are so expen-
sive is that the average agricultural tariff
among the OECD countries is 60 per cent.

That is about ten times greater than the
tariffs on typical industrial products and,
in most OECD ¢ountries, the peak agri-
cultural tariff rate is as much as 200 per
cent. At the moment developing coun-
tries hand over an estimated $16 billion
each year to the industrialised world in
agricultural tariffs, a situation that is little
short of crazy.
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CANCUN, Sept. 15. — The WTO’s five-day minis-
terial conference here collapsed with India and oth-
er developing countries opposing the attempt of rich
nations to take up the contentious issues of trade and
investment ignoring their concerns on agriculture.

A bitter stand-off between the developed and
the developing nations over the rich nations’ at-
tempt to launch immediate negotiations on what
are called the Singapore issues of investment,
competition, trade and government procure-
ment led to the deadlock at the meeting of trade
ministers of 148 countries.

The talks ended late last night without any
declaration as more work was needed to be done
in some key areas, a ministerial statement said.
Commerce minister Mr Arun Jaitley said the
draft declaration that came out after three-and-
half-days of negotiations did not reflect the aspi-
rations of a large number of countries, particu-
larly on Singapore and agricultural negotiations.

However, he said Cancun’s failure would not

Press Trust pf India
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erate in Cancun after the failure of the WTO
talks on Monday. — AFP

hit the future of multi-lateral trading system and
that India would continue to play a proactive
role. “The fact that we brought the concerns of
developing countries to the centrestage reflects
the success of Cancun,” he said adding the de-
veloped countries were not able to understand
the mood and sentiment of poor nations.

More reports on page 11

s
Koreans cel
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Tﬁfiﬁs too high, r‘a:es a‘-bihf. :

SAUMITRA DASGUPTA

(1) Q&O\

cun, Sept. 14: “I export stuff out of central Mexico to the US
va1a?h no fusg and the benefit of low tariffs there. But I pay outta
my *** when I import anything into Cancun,” says R.J. ?‘homan.

Thoman is a 50-something Texan who moved to Mexico 13‘
years ago: he has a ranch in Central Mexico where he makes in-
flatable advertising products for companies at Games R Us (no re-

i famous Toys R Us).
laul(;ﬁ:{)nglsg has been b{eak and he has more or less retired after
retrenching half his staff. He has since moved to Cancun where he
works part-time as a real estate broker selling space at a beach-
front condominium on the road across the Convention Centre
where the Fifth Ministerial Conference of the World Trade
Organisation is drawing to a nerve-wracking close.

When Thoman first came here it was tough to get a work
permit — the FM3 visa — though he was an investor ready to
stump up cash for a venture out here. “It took me close to two

” he says.
yearhf;port taz'iifs, foreign investment and work permits are all the
hot issues that are being debated fiercely at the foqr-day confer-
ence, though agriculiure has hogged all the attention.

Cancun investors chafe at

nan but has no idea of WTO talks

Thoman can make no sense jof tall that is going on across the .
street from his small glass-fronted office where he sits and gloomi-
1y looks out hoping that someone will stop by to pick up a
brochure on the condo that he says will be ready by February.

“T have been trying to sell the three-bedroom units for thg past
three months and things have been slow. August to Octobex: is the
slack season at Cancun when we get the poor guys coming in
for a holiday. I hope things will improve between Dgcember
and March when the rich Americans come holidaying herez” says
Thoman, who also owns a small stake in Fresno, a California-
based Internet service provider. ) )

When Thoman talks about the poor traveller he isn’t talking of
the average backpacker you see slumming about the back streets
off Calcutta’s Sudder Street. Average room tariffs in Canpun’s
hotel zone — a 12-kmm stretch that has 86 hotels che_el§ by jowl

along a narrow sandbar strip that look out on a brilliant aguama-
rine blue oceanfront and an almost sugar-white beach on one side
and a lagoon on the other — is about $120 a night. Further away,
you can get rooms for about $60 but without a great oceanfront
view or a private beach.

CONTINUED ON PAGE 6 p
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” Trouble with rules at Cancun

> FROM PAGE 1 \

“There are 20,000 rodmnis !in Can-
cun and real estate development
in the area is quick. We will be up
t0 500,000 in next to no time,” says
Thoman, with most of the invest-
ment here flowing in from the US.

Slack season or not, the occu-
pancy rate in Cancun hotels is
over 80 per cent and Thoman rec-
kons that after the trade negotia-
tors, the NGOs and the large tr-
ibe of journalists disappear aft-
er the four-day conference, there
will be others to fill up the place.

But that’s no use for Thoman
~ they are still the poor guys
who can'’t afford to plonk down
the $400,000 that Punta Cancun,
the real estate company develop-
ing the beachfront property, is
asking for the condos.

Thoman isn’t the only in-
vestor here who is chafing at the
bit over tariffs and regulations
in Mexico. Narendra Singh

A \{7\2\

ang, who is originally from
Chandigarh, runs an Indian
restaurant called the Taj Mahal
in the downtown area. It isn’t an
upscale restaurant that can
match the haute cuisine joints in
the hotel zone, but it is about the
only place where you can get
some dodgy Indian food.

Kang, who came here from
Austin, Texas, 20 years ago to
manage a hotel before branching
out on his own, says the place
has grown phencmenally since
the area was first developed in
the mid-70s by cutting a swathe
through the deep tropical forest
and the mangrove swamps
where the iguanas prowl.

Both Thoman and Kang are
investors — one big and one
small — but both have only adim
idea of the process that the trade
negotiators use to reach consen-
sus on creating a world that is
free from regulation and import

~ep 03

barriers. They only suffer the
consequences of a badly laid-out
set of trade regulations.
Investment in the three-room
condos here makes good econom-
ic sense. “You can give out the
rooms on rent — that’s what the
US investors will do — for arou-
nd $400 a day. Factor in a conser-
vative occupancy rate of 100 days
a year and you earn $40,000 a
year, which isa 10 per cent return
oninvestment,” says Thoman.
Interest rates are down all ov-
er the world, including India,
and a 10 per cent return looks
like a good business proposition.
There’s only one catch: investors
from abroad will have to vest the
title to property with a bank tr-
ust. Those are the Mexican rules.
Investment is one of the big-
gest no-no subjects for the Group
of 22 —aclubof developing na-
tions that has been stalling pro-
gress on the so-called Singapore

issues, which include invest-
ment, competition policy, trade
facilitation and transparency on
government procurement.
“Here,” says Thoman shov-

~ing a Punta Cancun brochure to-

wards me, “you go and sell
my condos to investors in India
and you can keep a part of the
commission.”

This week I have bumped into
far too many people who've been
sporting twin hats — sombreros
if you are Mexican: journalists
concealing NGO affiliations,
NGO officials masquerading as
Jjournalists, academics of vari-
ous stripes consorting with vari-
ous pressure groups.

I .am tempted to take up Tho-
man’s offer — but don't rat on me
to my editor. The terms of my
employment do not allow it.

Meanwhile, let me head acro-
ss the road to the convention cen-
tre and file my story for the day.
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NEW DELH]I, Sept. 14. —
India's business and indus-
try chambers termed the
draft Cancun Ministerial
resolution released yester-
day by the World Trade
Organisation (WTO) as a
"disaster" and said that it
failed to reflect the views of
a number of developing
and least developed coun-
tries.

The Confederation of
Indian Industry (CII) said
that the draft resolution is
completely in favour of
developed countries and
ignored the needs and
interests of the developing
ones.

The Federation of Indian
Chambers of Commerce
and Industry (FICCI) said
that the draft was flawed on
agriculture, since it did not
address most of the con-
cerns and viewpoints of
India and other developing
nations as articulated in the
G-21 proposals.

In a statement, CII said
agriculture, which is the
main issue at Cancun and
which deeply concerns
developing economies with
their dependence on agri-
culture, has seen a draft
text which is "totally unac-
ceptable, insensitive and
unbelievable”.

Ignoring all past discus-
sions on the Singapore
issues of investment, com-
petition, policy, trade facili-
tation and transparency in
government procedure, the
draft negotiates only on the
last two, CII noted.

"The draft resolution in
the present format is not
acceptable. It is a disaster,"
said Anand Mahindra,
president CII. Similarly, on
implementation issues, cot-
ton, special and differential
issues, etc., CII expressed
disappointment with the
draft text, as there was a
clear deviation from past
understandings and the
spirit of the Doha

"The latest draft has
failed to correctly reflect
the views and positions of a
large number of developing
and least developed coun-
tries, and requires a funda-
mental change in several
areas," secretary general of
Ficci Amit Mitra said.

"The draft is extremely
weak when it comes to
domestic support where it
completely ignores devel-
oping countries' demand
for elimination of article
6.5 of the agreement of
agriculture," Mitra said.

While the Indian govern-
ment and business have
been demanding the green
box subsidies to be brought.
under a discipline, the-
draft's treatment of green’
box was ambiguous, Mitra,
said.

According to Ficci, on
the issue of export subsidies
too the draft was not in line
with the Doha mandate
since it would not allow
continuation of export sub-
sidies, particularly by devel-
oped countries for an
unspecified period.

"Developed nations have
managed to get inserted an
additional flexibility in
terms of exceptions while
reducing tariffs exceeding
the negotiated maximum
figure," Mitra said.

Pointing out that the
draft had ridiculously back-
tracked not only from the
Doha declaration but also
from the first revised draft
of Cancun, Ficci said: "This
latest draft has altogether
brushed aside views and
opinions of India and sev-
eral other countries". On
market access for farm
products, the draft is partic-
ularly harsh on developing
countries, said Mitra.

"The three-step tariff
reduction package (includ-
ing the Swiss formula)
applicable for developing
countries would imply a
steep reduction in our agri-
cultural tariffs, which is not
acceptable," FICCI added.
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WASHINGTON, Sept. 13.
—Expressing concern
over the tardy progress of
negotiations at the minis-
terial meet in Cancun,
Congressional leaders say
US farm subsidy cuts are
unlikely without foreign
concessions.

The Senate Finance
Committee chairman, Mr
Charles Grassley, said on
Friday that he was disap-
pointed by a counterpro-
posal on agriculture
submitted by the Group of
21 (G-21) developing coun-
tries, which includes India.

Mr Grassley, who is not
attending the WTO meet
that ends Sunday, said he
could not support the posi-
tion these countries were
taking to seek additional
cuts in domestic subsidies
without opening their own
markets to agricultural

1 4 SEP 03

imports. -

Congressman Jim Kolbe,
the chairman of a House of
Representatives appropri-
ations subcommittee, ex-
pressed the same concern
over the lack of progress in
talks on a framework for
continuing negotiations on
reduction of agricultural
subsidies and improved
market access. .

Praising a joint US-Eu-
ropean Union (EU) pro-
posal on agriculture, he
said the US was unlikely
to make “massive and per-
manent” reductions in ag-
ricultural subsidies
without reciprocity by de-
veloping nations in the
market access area.

Mr Grassley said: “Since
the start of these negotia-
tions, the US has indicated
a willingness to eliminate
domestic subsidies for ag-
riculture. But success at
Cancun is a shared respon

leaders 6g?;oncerned '
over pacé of

WTO

———— 1|9
sibility. It can’t be a one-
way street whereby the US
agrees to eliminate subsi-
dies but the rest of the
world does nothing.”

“What I find most dis-
turbing is that some of the
nations that have aligned
themselves with the, G-21
position, such as Colmeia,
El Salvador, Costa Rica,
Moroccq, Thailand, Egypt,
Guatemala and South Afri-
ca, are seeking to deepen
their relationship with the
US through the negotia-
tion of free trade agree- !
ments, but are resisting
_opening their own markets
“in agricultural trade.

“This makes me question
their commitment to free
trade and their interest in
pursuing the strong mar-
ket access commitments
required to conclude free
trade agreements with
the U.S.” a statement by
Mr Grassley said.
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“US PRESSURE FAILS TO DIVIDE G22 AT WTO

Developmg

states stick

to deman

PRESS TRUST OF INDIA 9 g? Yet another 1mportant ques j was
I

CANCUN, (Mexico), Sept. 13. — Mount-
ing pohtlcal pressure did not deter devel-
oping countries like India, Brazil and
China to budge from their demand for a
commitment from EU and US for phased
elimination of domestic support and ex-
port subsidies in agriculture which de-
layed the formulation of revised draft on
this crucial issue until tomorrow.

Facilitator on the key agriculture nego-
tiations, the Singapore trade minister,
Mr George Yeo, will finalise the draft on-
ly by tomorrow as the attempts of EU
and US to break the formidable group of
22 developing tountries led by India,
Brazil and China failed today.

- The commerce minister, Mr Arun Jait-
ley, said the alliance building by to pro-
tect the interests of millions of farmers
in our countries” has forced the facilita-
tor to consider addressing developing
countries trade concerns.

“One of our objective is development,
which is to improve the lot of farmers.
Our agriculture produce cannot be sold
in world market because it can’t com-
pete with subsidised agriculture in the
developed countries threatening the
livelihood of 650 million people depen-
ded on agriculture in India,” Mr Jaitley
said giving the rationale behind why de-
veloping countries were demanding
elimination of domestic support and ex-
port subsidies in industrialised nations.

Therefore, the entire approach of G-22
is to protect the interest of 50 per cent of
the world population and 65 per cent of
world farmers who were living in our
countries, he said adding “we have the
rationale of fair trade on our side and
the question is not whether our stance is
right or wrong.”
ko T

S
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ansparency and inclusiveness of the
entire process, Mr Jaitley said adding
the draft text circulated reflected little
of this aspect and hoped Cancun would
be an important turning point by provid-
ing opportumty to developing countries

On the new issues called Singapore 1/
sues comprising investment, competi-
tion policy, trade facilitation and
transparency, Mr Jaitley said the word
“explicit consensus” in the Doha declara-

‘tion has not been used in futility and ne-

gotiations for formulating rules on these
issues could not start at Cancun unless
all countries agreed and nearly half of
146 member countries opposed it.

The 70-odd developing countries did
not want to start negotiations as several
clarifications were still needed on the
parameters of the negotiations on these
issues, he said.

The Group of 16 developing countries
led by India and Malaysia today sent in
a letter to the facilitator on Singapore is-
sues, Canadian Trade Minister Pierre S
Pettigrew saying there can be no nego-
tiations on these issues without explicit
consensus on the modalities for negotia-
tions as per the Doha Mandate.

Many developing countries do not have
the capacity to implement obligations aris-
ing out of commitments that such multi-
lateral rules would entail, besides which
there are also doubts on the benefits of a
multilateral framework on such issues.

The G-16 which also included several
African, Latin American and Asian
countries have concerns about the proc-
ess through which these issues have
been brought to the Cancun Ministerial
without any prior discussion on the mo-
dalities for negotiations and stressed on
continuation of the clarification process.
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‘On his knees, for Cancun

K.P.NAYAR -

Cancun, Sept. 13: It was a
phone call unlike any other
since the Indo-US lovefest began
in March 2000 when President
Bill Clinton visited India.

The call last Monday lasted
just over five minutes, but for the
first time, President George W.
Bush was a supplicant before
Prime Minister Atal Bihari Vaj-
payee during the conversation,
details of which are now avail-
able from US sources.

Scott McClellan, the White
House spokesman who replaced
Ari Fleischer, would only say
that “the President noted that
an ambitious, successful out-
come in Cancun, especially in
agriculture, would benefit all
countries”.

The truth is that Bush has to
neutralise the so-called Group of
. 21 countries which India and

Brazil are leading in what is be-
coming a global fight against US
and European efforts to hijack
the institutions of international
commerce.

If there is a WTO compro-
mise here this weekend which
requires the US to end or signifi-
cantly reduce farm subsidies, it
will mean that Bush will not be
¢ President in 2005.

1 £ SEP 7003

Missouri and Arkansas are
Republican states which voted
for Bush in 2000. These states are
also synonymous with soybean
cultivation. Beef is identified
with livelihood in Kansas, North
and South Dakota and several
states in the south, which are all
solidly Republican.

Texas has cotton. Not only
the President, but also his broth-
er, governor Jeb, has a stake in
Florida’s orange cultivation.

Thus it was, as a matter of po-
litical survival that Bush phoned
Vajpayee as it became clear that
the so-called Group of 21 minis-
ters were on their way here,
more determined than at the
WTO meeting in Doha in 2001 to
confront the US and Europe.

Vajpayee was not alone in re-
ceiving this SOS from the White
House. Bush called President
Luis Inacio Lula da Silva of
Brazil, whose country is acting
as the spokesperson for the 21 de-
veloping countries here.

Yesterday, he called President
Nestor Kirchner of Argentina
after US trade officials here
reported to the White House
that Argentina’s secretary of
international trade, Martin
Redrado, an expert on farm
issues, has been making out a
sound case on behalf of the

Group of 21?t WTO meetings.

McClellan made it a point to
mention that Bush had referred
in his conversation to an agree-
ment concluded this week be-
tween Argentina and the Inter-
national Monetary Fund (IMF)
to tide over that country’s finan-
cial catastrophe.

The implication was that
even after US treasury secretary
John Snow had offered explicit
support for the IMF deal, Ar-
gentina was being ungrateful.

If the developing countries
do not back off and if cajoling
does not work, Washington will
clearly look for ways of punish-
ing these countries.

Already, Senator Charles
Grassley, the Republican chair-
man of the Senate Finance Com-
mittee, has circulated a memo-
randum among reporters cover-
ing the WTO expressing disap-
pointment with eight members
of the Group of 21 that are seek-
ing free trade agreements with
the US.

“This makes me question
their... interest in pursuing the
strong market access commit-
ments required to conclude the
trade agreements with the US,”
Grassley said.

CONTINUED ON PAGE 6 P
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The underlying message is that
these countries had better aban-
don the partnership with India,
China and the like or they will
have to pay.for not supporting
the US. It is a more subtle versi-
on of the “if you are not with us,
you are against us” message on
terrorism which emanated from
the White House after Septem-
ber 11.

For India, which has already
turned down a US request
for troops in Iraq, this poses a
dilemma.

There will be many people in
Washington who will see the In-
dian position on both the UN and
on the WTO as a relapse to poli- |
cies during the Cold War era.

For now, India has pushed the
public persona of Brazil into sp-
eaking on behalf of the Group of
21, Argentina on agricultural is-
sues, China on export subsidies
and Malaysia on the so-called Si-
ngapore issues such as invest-
ment and transparency in gov-
ernment procurement.

Asthe Americans and the Eu-
ropeans offer private deals to we-
an away countries from the Gro-
up of 21, India has the backroom
responsibility of holding the
group together.
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“Agree

World Trade Organisation
(WTO) showed no signs of
resolution on Saturday as the
poor and developing coun-
tries stepped up their attack
on the rich nations, rejecting
their attempts to bring on
agenda contentious issues
like trade and investment
and competition without
sorting out agriculture.

With just a day remaining
for close of the conference,
trade ministers were worried
about a lack of agreement on
the final draft for the Cancun
meet which they feared may
go the Seattle way.

Facilitator on the key agri-
culture negotiations, Singa-
pore trade minister George
Yeo will finalise the draft
only by Sunday as the at-
tempts of European Union
(EU) and the US to break the

—

ment elucAgﬁ\»‘
WTO {glks in Cancun

#]

forgmi(’itble group of 22 devel-
oping countries led by India,
Brazil and China failed on
Saturday.

Mounting political pres-
sure did not deter India,
Brazil and China to budge
from their demand for a com-
mitment from the EU and the
US for phased elimination of
domestic support and export
subsidies in agriculture, de-
laying the formulation of the
revised draft of the confer-
ence.

India and 29 countries
made it clear that there will
be no negotiations on the Sin-
gapore issues of trade and in-
vestment, competition,
transparency in government
procurement and trade with-
out “explicit consensus” on
the modalities for negotia-
tions as per the Doha
mandate. en /
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Rlch-poor clash at

Cancun remains
&

Uy

W

CANCUN, Sept. 12. — There were little
signs of rapprochement between the
United States-European Union combine
and G-22 alliance even as the coalition of
22 developing countries tried to break
new ground through alliances with the
poor countries of the African Union and
the least developed countries group while
the US tried to create a rift in the forma-
tion.

During consultatlons on the con-
tentious WTO talks on agriculture, which
lasted till late in the night, the US
promised to “wash away its sin” through
substantial subsidy cuts if the G-22, which
had Turkey as the latest member, agreed
to steep tariff cuts.

Trade negotiators, who attended con-
sultations faecilitated by Singapore trade
minister, Mr George Yeo Yong-Bon on
the second day of the Cancun ministeri-
al, said that the US Trade
Representative, Mr Robert Zoellick
conceded that developed countries had
“committed a sin” by offering high levels
of support to farmers but bluntly asked
the G-22 members what they would offer
in return for cut in domestlc support and
export subsidies.

They added that Mr Franz Fischler, EU
commissioner for agriculture and rural
development, who attended the consulta-
tions put up a weak argument on export
subsidies, was willing to negotiate market
access but cutting down of domestic sub-
sidies was unacceptable and he was
unwilling to even talk on the subject.

. CfF M3

~unabated °. T

But the G-22 members have decided to
fight it out till the end and started parley
with the African Union and the LDC
group to elicit their support to their pro-
posal seeking elimination of export subsi-
dies, reduction-in domestic support and
lower tariff cuts by developing countries
in addition to safeguard mechanisms to
protect their interests.

G-22 coordinators were confident that
at least half-a-dozen members including
India, China, Brazil, Argentina and South
Africa will remain united in opposing the
US-EU proposal.

Even away from Cancun, heads of
states are making efforts to ensure that
the coalition stayed intact. South
African President Thabo Mbeki has
written to Prime Mlmster i

officials said.
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G-21 nations
scorea ;.|

17

point at \0

AT e
Cancun (Mexico): As trade
representatives from 146
countries got down to tough
negotiations in key problem
areas, the developing coun-
tries, including India, scored
a major point on Thursday
when their draft proposals
on the contentious agricul-
tural issues were agreed to be
taken up for discussion by
the WTO conference.

After a violent beginning
to the conference in which a
South Korean farmer
stabbed himself to death,
ministers and officials set-
tled down to discussions on
how to bridge the gap be-
tween the rich and the devel- |
oping nations on agriculture
and trade issues. Chairman
of the WTO ministerial meet-
ing, Mexican foreign minis-
ter Loius Ernesto Derbez,
agreed to look into all the
proposals on agriculture, in-
luding those of the G-21
countries, before formuilat- |
ng the final draft.

The G-21 has been clam-
wring for drastic cuts in
agriculture subsidies by the
cich nations which they say
has depressed farm prices in
the poor countries. Singa-
pore trade minister George
Yeu Yong-Bon has been ap-
pointed as a facilitator for
agriculture, who will head a
committee that will formu-
late a revised draft to be
tabled at the conference.

Spearheading the develop-
ing nations’ charge, commerce
minister Arun Jaitley made a
forceful plea for correcting dis-
tortions in agriculture in the
rich nations, saying the plight
of poor farmers was directly
linked to subsidies given to
farmers in industrialised na-
tions. In an apparent attack on
the EU and the US trying to
thrust their agenda, Mr Jait-
ley favoured a development di-
mension to take the cen-
trestage in the negotiations.
He demanded that the confer-
ence move towards a more “in-
clusive and transparent” deci-
sion-making process.

The EU and the US had
come together before the start
of the conference to provide a
pro-developed framework into
the conference draft which
was strongly opposed by the
developing countries. e
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‘Major victory
for poor nations

CANCUN, Sept. 11. — The opening day
of the Cancun ministerial meeting saw a
major victory for the coalition of 21 devel-
oping countries. The chairman of the
WTO ministerial meeting, Mexican for-
eign minister, Mr Luis Emesto Derbez
Bautista, accepted the group’s demands to
consider its framework in finalizing the
modalities for agricultural negotiations.

- Mr Derbez said at a Press conference
that the facilitators for preparing the min-
isterial text have been asked to consider all
the proposals submitted by the members
and factor in the mandate given in Doha
while launching negotiations in 2001.
Developed countries such as the USA and
the European Union had voiced their

opinion against the alliance, with the latter.

saying that no proposal could override the
WTO-circulated draft text and all propos-
als should not be considered.

In another positive development for the
G-21, a coalition of 22 developing coun-
tries, called the Strategic Products and
Special Safeguard Mechanism (SP &
SSM) Alliance, including countries such as
Indonesia, Kenya and Philippines have
submitted proposals to the WTO seeking
that developing countries be given the
flexibility to self-designate a certain pro-
portion of products as special products
which would not be subject to tariff reduc-
tion and will not be obliged to commit on
tariff rate quotas (products beyond a cer-
tain quota level are subjected to higher
duties). ‘

"1 SEP M0

Mr Arun Jaitley, Indian commerce min-
ister, said that the demands of the group
were similar to the ones proposed by the
G-21 countries. The commerce minister is
scheduled to hold bilateral discussions
with the Indonesian industry and trade
minister Mr Rini S Soewandi later. today

nd is expected to seek the SP & SSM

#” Alliance’s support in pushing the G-21

proposal.

The Indian minister is also meeting the
Japanese minister for economy, Mr Takeo
Hiranuma with non-agricultural market
access negotiations and Singapore issues
expected to be discussed. India and Japan
have opposed mandatory tariff elimina-
tion in certain sectors.

Developing nations such as India, China
and Brazil are using the large population
to their advantage by saying that a deal
pushed by developed countries would
affect a significant chunk of mankind on
the planet.

At a news conference Mr Jaitley repeat-
edly pointed out that the 21 country coali-
tion of the developing nations was home
to nearly 51 per cent of the world popula-
tion. The G-21 said that 63 per cent of the
farmers resided in these countries which
accounted for more than 23 per cent of the
agricultural production.

He also said that the members of the 16-
country core group on Singapore issues,
which is seeking continuation of the study
group process instead of launching negoti-
ations on investment competition policy,
trade facilitation and transparency in gov-
ernment procurement, were home to large
population.

Apart form India and China, the two
most populated countries in the world,
other members of the core group included
Bangladesh (representing the least devel-
oped countries group), Botswana, Cuba,
Egypt, India, Indonesia, Kenya, Malaysia,
Nigeria, Philippines, Tanzania, Uganda,
Venezuela, Zambia and Zimbabwe.

The core group is scheduled to hold a
news conference later today in a move that
is being seen as a show of strength and stall
any attempt by developed members of the
WTO such as the EU, Japan and Korea

which are pushing the Singapore issue
from trying to create differences. :
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WTO meet

‘opens a

protests,:

CANCUN, Sept. 10. — A
conference of WTO minis-
ters opened here today
amid protests- from hun-
dreds of slogan shouting
anti-globalisation activists
storming into ‘the venue
and a strong plea for evolv-
ing a trade policy that does
not aggravate poverty.

Seen as a slap on the
face of the European Un-
ion and the USA which
are pushing an agenda of
protecting their farm and
investment interests, the
UNCTAD secretary-gen-
eral, Mr Rubens Ricu-
pero, told ministers from
146 countries “here “in
Cancun, I implore you to
say: ‘NO’ to trade policies
that aggravate poverty,
and no to trade practices
that undermine aid. And I
urge you to say yes to bold
but sensible steps that will
revive the global economy
and set a new course for
development.” The minis-
-terial meeting opened by
the Mexican President, Mr
Vicente Fox, amid slogan-
shoutmg by activists 1n31de
the conference hall. -

“You must, at long last,

~

e

match deeds to the fine
words that are in danger of
losing their fheaning. Let
Cancun send the world a
message of hope -~ hope
that trade will make good
on its promise for all,” he
said .The two have been
pursuing an agenda on ag-
riculture and investment
rules that could be detri-
mental to the billions of
farmers in developing
countries.

The commerce minister,
Mr Arun Jaitley who is
heading a 70 member In-
dian delegation, has spear-

headed developing n-
tries’ concerns. /u

THE sTA TESMAN



lndla pulls up

%N)
47 ¥ V”

CANCUN (Mexico), Sept. 9. — The five-
day ministerial meeting of the World
Trade Organisation begins here tomor-
row to find a common ground on conten-
tious issues like farm subsidies as India
stepped up attack on the USA and Euro-
pean Union accusing them of being re-
sponsible for depressing farm prices in
developing countries.

A 60-member Indian delegation led by
the commerce minister, Mr Arun Jaitley,
arrived here today for participation in

the meeting with a mandate from Prime

Minister, Mr Atal Behari Vajpayee, to
safeguard national interests.

India is expected to oppose any move
to bring in investment and competition
rules into the work programme of the
WTO besides attempts by the US and
EU to bulldoze their way in the tough
agriculture negotiations.

Shortly after landing here, Mr Jaitley
did some plain-speaking saying high do-
mestic support and export subsidies in
industrialised nations depressed farm
prices and hurt poor farmers in the de-
veloping countries.

Strong domestic support and export
subsidies in developed nations have_

placed tremendous curbs on the export -

of farm' goods by developlng nations
which had been blocking progress on
other fronts in the WTO.

A large number of anti-globalisation

10 <P

»/USA EU 4
ahead of WTb

activists have descended on this beach
resort to protest against free trade and
growing trade and corporate domina-
tion. Mr Jaitley met the US trade repre-
sentative, Mr Robert Zoellick, the EU
trade commissioner, Mr Pascal Lamy,
and ministers from like-minded group of
developing . countries and Brazilian au-
thorities ahead of the meeting.

“We made it amply clear the fact that
depressed farm prices due to heavy do-
mestic support and export subsidies in
US and EU was hurting farmers in coun-
tries like India most as they were not
getting remunerative prices for their
produce,” Jaitley is believed to have told
Mr Zoellick and Mr Lamy.

India, Brazil and China and 17 other
developing countries have already
joined hands to counter the pro-devel-
oped stance of EU and US on agricul-
ture, which has irked Mr Lamy, who has
indicated that agriculture would be a hot
issue at the ministerial.

Armed with a broad political consen-
sus and support from industrial and
trade chambers, Jaitley is expected to
fight any attempts to bring in the so-
called Singapore issues comprising in-
vestment, competition policy, trade facil-
itation and transparency in government
..procurement into the work programme
of WTO.

WTO members have missed practically
ajl the deadlines they had set for them-
selves when they launched the Doha De-
velopment Round in November, 2001.

-
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Poor sore and

HE meeting of the World
Trade Organisation in Cancun
* in Mexico that begins today is
in disarray. Developing coun-
tries are not satisfied with the fact
that the richer countries are again
trying to set the agenda with the ex-
clusive interests of their own econo-
mies and are asking the developing
world to accept a new set of agenda
with the slogan for “development”.
The question, thus, is: whose “deve-
lopment” will the WTO cater to?
Most developing countries are no
longer willing to accept the rhetoric
of the developed world that what is
good for them is also good for the
poor nations.

In theory, the WTO operates by
consensus; all countries have the right
to participate in the negotiations. But
in practice, key decisions, including

~ formulation of documents presented

N

as “consensus” positions, take place
in smaller informal meetings that are
closed or unannounced. Even when
there is vocal dissent, the positions of
developing countries are often totally

- excluded from the emerging state-

ments.

Special treatment for poor
countries
Developing countries are concerned
about the fact that in the last 10 years,
they have not gained much from the
markets of richer nations which are
still closed. At the same time, rich
countries want to abolish all forms of
trade protections in the developing
world that will undermine whatever

manufacturing industries the’ poor

countries have. Although the 2001
Doha Declaration stated that “the
modalities for further commitments,
including provisions for special and
different treatment, (were) to be
established no later than 31 March
2003”7, no progress made in this
regard. At the same time, due to the
falling price of the natural resources,
the poor countries are getting less
and less from their exports of natural
resources. Abolition of all tariffs and
trade protections will mean more
imports, which in view of the falling
export revenues will create more
acute. balance of payments problems
for the poor countries.

Issues on agriculture
Trade liberalisation, its proponents
promise, will bring benefits to all
countries. The World Bank, for exam-
ple, calculated that “full” trade liber-

alisation ould bring $200 billion and

$500 billion as additional income to
the developing countries. Now the
eveloping countries are asking for

he results, which, of course, are not’

forihcoming. In practice, the vich
countries take full advantage ot the
openings; they pressurise developing
countries to open their markets, while
failing to open their own. This is par-
ticularly clear in agriculture, where
agricultural subsidies to farmers in
the USA, Europe and Japan have

risen to almost $1 billion a day, more .

than six times the amount these coun-
tries provide in development assist-
anee. Together with other measures,
such as tariffs (Japan has 900 per cent
tariffs on imports of rice) and quotas,
thesé subsidies make it difficult for
the developing countries to compete
in markets of rich countries. Even
more damaging is the fact that agri-
cultural exports from the rich coun-
tries drive small farmers out of busi-
ness in their own countries. This
threatens domestic food security and
undermines the export potentials of
the poor nations. The previous Uru-
guay Round of trade negotiations,
that ended in 1994, promised greater
market access in the rich-countries for.
developing countries’ exports. But

this has not happened. Developing

countr es wanted this failure to be ad-
dressed before they accepted another
round of negotiations. However, their
request fell upon deaf ears.

Market access for industrial goods
The developed countries want com-
plete market access in the developing
countries by abolishing all tariffs and
non-tariffs restrictions. However, the
tariffs and non-tariffs barriers against
the manufactured products from the

“developing countries are still very

high. Processed agricultural products
and textiles are prime examples. The
average tariff rates in the developed
countries may be low, but the varia-
tions around the average tariff are
very high. Thus, the idea that the de-
veloped countries have already red-
uced their tariff rates is a myth; they
did so only for those products which
are not going to cause unemploy-
ment. If there is a little tendency for
any export item from the poor coun-
tries to cause unemployment in the
rich countries, anti-dumping meas-
ures are followed vigorously by the
developed countries. Nearly 50 per
cent of all anti-dumping measures ap-
proved by the WTO are by industria-
lised countries. Thus, the developing
countries do not have much market
access, but are forced to open their
markets for the rich countries. .

The rich countries have developed
theif economies under tariff-walls
and are still protecting their econom-
ies with various tariffs and non-tariffs
festrictions. Thus, their advice that
the growth prospects of the poor
countries will be magnified if they
remove all trade restriction cannot
cut much ice.

New issue on investment
Developed countries have initiated a
strong campaign to include free flow
of investments as a condition for the
member of the WTO. Free flow of
investments has several dimensions.
It demands all countries must allow
complete freedom for the multina-
tional companies to invest in any sec-
tor they like with complete freedom
to withdraw investment and to remit

Free flow of investments...
would allow foreign
investors to eventually
control all natural
resources... That would
take away the sovereignty
of the government to direct
investments to socially
desirable sectors or to the
economically backward
regions. 1t would also
create extreme inequality
between regions and
between social classes

profits across the border. It implies
that the member countries can’t have

~any form of exchange control and

control on money or capital flows. It
also means foreign companies would
be treated at par with the domestic
companies and subsidies, for the soci-
ally important industries or sectors in
the home economy would not be
allowed as these subsidies are against
competition. National governments
will be unable to discriminate against
foreign companies regarding govern-
ment purchase or contracts.
Developing couiitries are against
these measures being included in any
future agenda. But, slowly and stead-
ily, they are being persuaded to acc-
ept at least some aspécts of these
measures: The arguments of the de-

&4

The 142-

rigcéer WTO meets today. But

pre!

what does it mean for the developing
countries? DIPAK R BASU finds out

Filipino atiglobalisation demonstrators rally in Manila ahead of the WTO meet, —

veloped countries are that free flow
of capital wopld ensure uninterrupted
flows of foreign investments, which
will enhance economic growth of the
poor countries. Removal of restrictive
practices against foreign firms and

_favouritism for the domestic compa-

nies will create an intense competitive
atmosphere so as to make the enter-
prises increasingly efficient. .

The implications for a regime of
free flow of investments are many. It
would allow foreign investors 'to

_eventually control all natural resour-

ces including agricultural land. That
would take away the sovereignty of
the government to direct investments

- to socially desirable sectors or to the

economically backward regions. It

would also create extreme inequality”

between regions and between social
classes, that can undermine the stabi-
lity of the country. The experience of
the East Asian countries in the 1998
financial crisis showed that an ab-
sence of control over capital flows can
make the country suddenly bankrupt
if foreign investors lose confidence in
the country’s prospects. There was no
“Asian Crisis” in India, Malay51a or
China in 1998, as these countries had
controls over monetary flows.

During the last 10 years, the poor

countries have had a number of set--

backs vis-a-vis the promise made by
the WTO and. the developed coun-
tries. The developing countries have
accepted a new international invest-
ment regime already in the form of
Trade Related Investment Measures,

Trade Related Aspects of Intellectual-
"Property Rights

and General

Agreement. on Trade in Services.

These three flew systems already give

the multinational companies and the

rich nations‘ieensiderable advantage
t‘:

AFP

and freedom to operate in the deve-
loping countries. The TRIPS agree-
ment prevents the much needed tech-
nology transfer to the developing
world by ensuring control of know- "
ledge and technology in the hands of
the corporations of the rich countries.
TRIMS curtailed the freedom of the
governments to demand 'that foreign

investors use a minimum percentage
“of local content as inputs, export a

minimum percentage of their dom-
estic production, or restrict the level
of repatriation of profit. GATS req-

uires member states to treat foreign -

service providers no less favourably
than domestic providers.

In 1997, Organisation for Econo-
mic Cooperatron and Development
countnes, that is, the club of the rich
nations, had demanded a new regime
of investment — Multilateral Agree-
ment on Investment, to remove any
existing restriction for the multina-’
tional companies and multinational
financial investors. Due to strong
protests from the poor countries,
WTO could not adopt it then, but will
try again in Mexico.

However, in order to attract foreign
investment, poor countries are trying
to reduce labour rights by setting up

special economic zones, where dom-

Issues on publ c health
Patent righs, by gra ing temporary
monopolies to drug ‘manufacturers,
keep drug prices and company profits
up. As a result, the pharmaceutical
industry has higher profit rates than
any. other major industrial sector. In
1994, the WHO agreemént on TRIPS
mandated that member countries

~ bring their laws into accord with res-

trictive standards that maximise the
rights of patent holders. Nobel Prize
winner Joseph Stiglitz and Muchkund
Dubey, India Chief Negotiator to the
1994 Treaty in Uruguay, both have
remarked that the 1994 agreement
was “unequal” and that it was “driven
by commercial interests”. The agree-
ment does -include the. option for
countries to use generic alternatives
to patented drugs in emergencies, as
the USA threatened to do recently to
bring down the price of the patented
antibiotic, Capra. In practlce, howev-~
er, using this option requires strong
political will, economic influence and
powerful lawyers to face up to press-

‘ure from drug companies and their

home governments. Even though
South Africa forced the drug compa-
nies to back down on a court case on
the issue of HFV/AIDS drugs in April
2001, the intimidation factor is still
extremely powerful. While Brazil,

India and Thailand have aggressively .

used generic drugs to push down
costs, despite US pressure, only a few
African and other developing coun-
tries have taken hesitant steps to do
$0,

Developing countries have prop-
osed a clear declaration from the
WHO meeting that “Nothing in the
TRIPS agreement shall prevent
Members from taking measures to

protect  public health”. While not’
. changing the text of the existing ag-

peeved

WHO as that would harm their
companies t00.

It is not difficult to see that there is
a collusion of business interests of
Chinese labour standards and the
Western corporations, who are ma-
king profits from it. That was the rea-
son why, despite the: rhetoric of for-
mer President Clinton in the Seattle
conference of the WTO in 1999 sup-
porting workers of the world, repre-
sentatives of the developed countries
made no efforts to include it in the
future agreements of the WTO.

Conclusion

The developing countries want a
comprehensive revaluation of existing
agreements before starting up a new
series of complex negotiations on ad-
ditional sectors. They want the WHO
to consider the empirical evidence on
benefits and damages. They also want
to remedy the difficulties they have
faced in setting up legal and adminis-
trative systems for implementation of
trade rules. In short, they want to ad-
dress the systematic imbalance that
ensures that rich countries benefit
disproportionately, while the poor
countries’ “development deficit” only
EIOwsS.

Developing countries have identi-
fied at least 104 specific “implemen-
tation” issues. A few examples in-
clude US use of “anti-dumping” bar-
riers to restrict exports of steel from
developing countries, including India,
the impact of lower industrial tariffs
in devastating domestic industries in
many developing countries, and the
failure of the rich countries to pro-
vide adequate technical assistance to
enable developing countries to com-
ply with trade regulations and com-
pete effectively. Developing countries
have also led a fight to oppose the use

- of intellectual property rights to pat-

would make it much easier for devel-
oping countries to take advantage of
the loopholes in TRIPS. The USA,
Switzerland and other rich countries
bhave opposed this statement, and
have proposed weaker language that
sounds similar but would mean little
change in the status quo. However,

Given the attitude of the
developed countries, the
Cancun conference is
only intended to increase

- the imbalances between
- the sacrifices of the
poor countries and their
achievements from the
WTO... It will be better for.
them to leave the WTO
collectively and press for
bilateral trade negotiations
- with individual
developed countries

the poor countries accepted it in

Geneva on 30 August, as they have

realised nothing else can be gained.
e

The issue of labour standards
Although the developed countries in
the. Doha conference wanted to

estic trade union laws will not be op- .include “labour standard” as a trade-

erative. Another effect is the compe-
tition among the poor countries to
attract foreign investment by redu-
cing tax on corporate income, thereby
reducing tax revenue of the country.
The consequences are reductions of
public expenditures and_increasing
debt of the government. India is the

perfect example of this problem,

when public debt has gone beyond
any limit along with reduction in tax
rate and tax revenues.

related issue in future agreements,

they have dropped it ‘due to objec-
tions raised by China, India and some
other developing countries. The rea-
son: inclusion of “labour standard” in
trade negotiations will affect the
developed countries badly as well. As’
-MNC:s of the developed countries are
deeply involved with the Chinese ex:
port drives, developed countries are
not interested to include *“labour
standards” in the future talks of the

ent life forms, a trend that threatens
the developing countries’ control
over = genetic stock vital = for
agricultural  production. The
bottomline is that while developing
countries have been forced into
opening their 'markets, allowing
cheaper imports to undermine
domestic agriculture and industry,
rich countries have failed to lower

their own trade barriers, which cost”
~developing countries. some -$100

billion in lost opportunities. Instead
of addressing these concerns, the rich
countries and the WHO secretariat
have pressed for a new round while
offering practically nothmg to add-
ress these implementation issues.
The WTO proposals create an im-
balance between the rights of the for-
eign investors and their responsibility.

‘This imbalance undermines national

sovereignty and international efforts
to put constraints on the unlimited
power of the multinational compan-
ies, annual profit of some of them are
more than the national income of
most of the poor countries. WTO has
no jurisdiction over the MNCs. The
UN has tried to create a set of rules to
control the MNCs. However, these
were all rejected by the developed
countries.

Given the attitude of the developed
countries, the Cancun conference is
only ‘intended to increase the
imbalances between the sacrifices of
the poor countries and their
achievements from the WTO. If the
poor countries are forced to accept
the WTO proposals, they are going to
lose their national sovereignty and
economic future. Given this hopeless
situation it will be better for them to
leave the WTO collectively and press
for bilateral trade negotiations with
individual developed countries.

(The -author is Professor of
International Economics, Nagasaki
University, Japan.)




¥ Bitter pill a0
Poor shortchanged in WTO drug deal

Bb& harmaceutlcal companies wo'uld like everyone ‘to
elieve that the pre-Cancun WTO agreement on life-
saving drugs is a sign of how caring they are. Mildly put, this
is difficult to swallow. The-idea was to allow the world’s
poorest and most epidemic-prone countries, mainly in Af-
rica, access to cheap medicines. Big pharmaceutical com-
panies, typically from the US, sell pricey patented drugs.
Pharma companies’ from developing countries like India
and Brazil sell generic drugs and can mass produce them for
an emergency. The agreemen ght ways to allow. the
ithe right to sell cheap,
. the sake of greater
Weacrificed to patient
je agreement req-

_generic drugs to poor countries:
good, patent rights were to be pj
rights. Except that it hasn’t hajj
uires poor countries to prove TR ,
gencies exist before they are allo Bport cheap gen-
eric drugs. The adjudicating body WS TO’s Trade Re-

-lated Intellectual Property Rights (Y& Council. When a
poor Africar country needing bulk su
moves the Trips Council, the US could’
application if the generic product has a patented equivalent
held by an American pharmaceutical company. That will be
a pathetically unequal fight given the legal and institutional
resources of the US and those of the African applicant.

All these riders make sense in an out and out commercial
agreement. But the WTO pharma deal was supposed to
allow some of the poorest and the sickest people in the
world a chance to receive affordable medical care. Provi-
sions should have erred on the side of humanitarianism.
There should have been acceptance that some amount of
abuse is inevitable, especially given the poor institutional
structures of the intended beneficiaries. America, having
ensuréd that this was not accepted, has also more or less en-
sured tHat generic drug producers will be extremely-reluc-
tant tt tommit resources to exports under the public health
emergéncy category. An export order can be challenged un-
der far too many clauses and pharma companies in: coun-
tries like India or Brazil will see the deal as a source of trou-
ble, not a door to new markets. US pharma companies are
among the richest corporate entities in the world. The
world’s poorest deserved a little better from them.
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ancun is the name of a place in

Mexico where the next minis-

terial meeting of the World

Trade Organization is going to
take place from September 10. The cur-
rent round of WTO talks which started
in Doha is still far from over. The process
of negotiations among the 146 WTO
member countries is a continuous one
carried out by officials and experts at the
Geneva headquarters. The ministers
meet at periodic intervals to discuss and
ratify, where possible, the draft propos-
als prepared through intense backroom
negotiations and lobbying. The Cancun
ministerial is of particular significance
since a lot of doubt has arisen about the
Doha round of talks. It is still not clear
whether it will succeed in taking care of
the development concerns of less devel-
oped countries. .

The most important objective of the
WTO is to gradually remove the restric-
tions on global trade in a non-discrimi-
natory manner through successive
rounds of talks among the member
countries. The biggest advantage of
being a member of the WTO is to enjoy
the most favoured nation status. Thisim-
plies that if, say, the United States of
America reduces import duties on Ital-
ian shoes, then the same reduced duties
will also apply to Indian shoes going into
the US market. India will get this advan-
tage as a matter of right. It is for this rea-
son that China was desperately trying to
be a member of the WTO and the US and
its allies were keeping China out as long
as possible. Before China became a full-
fledged member of the WTO (which was
only recently), the MFN status was given
to China but. it could be withdrawn by
the US on any pretext such as human
rights violation. That is no longer possi-
ble as China is a full member now.

If India comes out of the WTO, as
some trade unions and social activists
sometimes advocate, India will lose the
MFN status and would have to negotiate
bilateral trade agreements with all its
trading partners. Strong and powerful
nations like the US will enjoy a big ad-
vantage in one-on-one bargaining with
an economically weaker country like
India.

nother major gain from a WTO
A membership is that if a trade dis-

pute with, say, the US cannot be
amicably settled, then India can take the
dispute to the WTO court, whose ruling
will be binding. In recent years, the US
has lost a number of such cases involv-
ing disputes with developing countries.
In other words, the power of the US to
take unilateral actions against its trad-
ing partners has been significantly cur-
tailed after the formation of the WTO
with enhanced statutory powers. So,
countries like India have a lot to lose by
coming out of the WTOQ.

This does not mean that all the provi-
sions of WTO agreements are to the ben-
efit of India. The biggest loss is in the
area of intellectual property rights pro-
visions which India had to accept as part
of the earlier Uruguay Agreement. Now,
from January 1, 2005, India will have to
recognize product patents in addition to

estination Cancun

A

Alok Ray charts out the issues which are likely to
engage the attention of developing countries like
India at the next round of WTO talks in Cancun

Developing an interest

process patents. For example, a medi-
cine can be produced by a number of al-
ternative processes, each slightly differ-
ent from others. So, even when a drug
and some processes were patented by a
US multinational company, an Indian
company was able to manufacture the
same drug in India by a slightly different
process (which was virtually “copying”)
and sell the drug at a substantially lower
price, without violating patent rights.
That would no longer be possible. As a
result, the prices of patented drugs
would go up. Further. the patent period
has been increased from 7 to 20 years
which would extend the monopoly right
to the inventor company several folds.
However, many Indian companies have
already worked out strategic collabora-
tion arrangements with multinational
drug companies — such as producing
bulk drugs at a low cost for them which
are then being sold under MNC brand
names all over the world. This way sever-
al major Indian drug companies like
Ranbaxy, Dr Reddy’s Laboratories and so
on are thriving. Nonetheless, the con-

sumers of essential drugs in India may
well suffer due to price hikes of new
patented drugs.

What are some of the major issues at
Cancun? Many developing countries
raised the point at Doha that some excep-
tions will have to be made to the new
patent regime so that people in such
countries can have access to life-saving
drugs at affordable prices. The devel-
oped countries, the US in particular,
have so far agreed to make an exception
in the case of epidemics like AIDS,
malaria and tuberculosis but not for any
other disease. The position is also not
clear whether countries (like Botswana,
which do not have drug manufacturing
capabilities, can import cheaper generic
drugs from countries like India in the
case of nationally declared epidemics.
US drug manufacturing companies
want some safeguards to protect them
against diversion of drugs meant for
Botswana finding way into other mar-

kets. More negotiations and some give.

and take may take place on these issue
at Cancun. :

£ Many developing countries raised the point at Doha
that some exceptions will have to be made to the new
patent regime so that people in such countries can have
access to life-saving drugs. The developed countries
have agreed to make an exception in the case of AIDS,
malaria and tuberculosis but not for any other disease )

%5

In agriculture, the major bone of con-
tention continues to be the elimination
of huge production and export subsidies
given by the developed countries like the
European Union, the US and Japan.
These subsidies give their farmers an
undue advantage and adversely affect
the relative competitiveness and income
of farmers in many poor developing
countries. Though both the US and EU
blame each other for unfair agricultural
policies, so far no significant conces-
sions have been made by either of them.
India also wants to protect its farmers by
not agreeing to any further reduction in
agricultural import duties, now that all
import quotas have been abolished.

sues”, so called because those

were first brought into the agenda
at the talks in Singapore. The most con-
tentious issue here from the developing
country perspective is the attempt
(spearheaded by the EU) to negotiate a
multilateral agreement on investment
through the WTO. Countries like India
argue that there cannot be a uniform set
of rules governing foreign investment
for all countries. Historically, countries
at different stages of development have
practised different kinds of restrictions
on foreign investment {o promote eco-
nomic development. In future, too, they
should have the freedom to decide what
kinds of foreign investment are to be al-
lowed or encouraged.

Moreover, the ambit of the WTO
should not be extended to more new
areas like foreign investment. In fact,
even free trade economists feel that brin-
ging issues like royalties from patents or
foreign investment dilutes the original
focus of the WTO, and makes it more dif-
ficult to negotiate further trade liberal-
ization. The developing countries fur-
ther argue that developed countries are
only interested in liberalizing interna-
tional capital movements. There is no
corresponding interest in relaxation of
work-related temporary labour move-
ments from developing countries. On the
contrary, in recent times getting work
permits is becoming increasingly diffi-
cult inthe US and EU.

In India, for many industrial prod-
ucts, our actual (or applied) import du-
ties are less than the WTO-bound rates
which are the maximum permissible
rates. So, even if India has to accept
some reduction in bound rates as part of
the negotiations, most Indian industries
will not feel the pinch. Thus, India has
some bargaining leverage here, without
adversely impacting its producers.

T hen there are the “Singapore is-

cept of national gains. For exam-

ple, if Indian farmers are able to
export more foodgrains, the farmers
gain but Indian consumers lose as a re-
sult of domestic prices catching up with
higher international prices. This makes
the calculation of national gains all the
more difficuit, never mind what the lob-
byists say. Which means that it may be
still some time before the impact of the
likes of Doha and Cancun can be precise-
v gauged.

F inally, a word on the slippery con-
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WTO deal on cheaper drugs
9%l for poor nations

' GENEVA, AUG. 30. Following an

impassioned appeal from Afri-
ca, the World Trade Organisa-
tion on Saturday sealed a deal to
allow poor countries to import
cheap copies of the patented
drugs to fight killer-diseases
such as AIDS, malaria and tu-
berculosis.

“All people of goodwill and
good conscience will be very
happy today with the decision
that the WTO members have
made,” the Kenyan Ambassa-
dor, Amina Chawahir Mo-
hamed, said. “It is especially
good news for the people of
Africa who desperately need ac-
cess to affordable medicine.”

The United States has been
trying to protect the interests of
the drug companies, which fear
they could lose control of their
patent rights. However, U.S.
concessions this week broke an
eight-month deadlock on the is-
sue. The final breakthrough fol-
lowed a meeting on Friday,

during which representative
many African countries pleaded
with other diplomats to stop
trying to win last-minute ad-
vantages for their nations.

The WTO’s General Council
reconvened today and formally
approved an agreement, reac-
hed by a lower body late on
Thursday.

“This is a historic agreement
for the WTO,” said the Director-
General, Supachai Panitchpak-
di. “The final piece of the jigsaw
has fallen into place, allowing

poorer countries to make full

use of the flexibilities in the
WTQ’s intellectual property
rules in order to deal with the
diseases that ravage their peo-
ple.” But groups campaigning
to give poor people better ac-
cess to lifesaving drugs criti-
cised the agreement.

“Today's deal was designed
to offer comfort to the U.S. and
the Western pharmaceutical in-
dustry,” said Ellen 't Hoen of

thf¢ medical aid group, Doctors
Without Borders. ‘“Unfortu-
nately it offers little comfort for
poor patients. Global patent
rules will continue to drive up
the price of medicines.” Diplo-
mats in the 146-nation body
had spent six days trying to re-
ach a compromise on the issue.
Some developing countries
said they would accept the pact
on the understanding that mea- ~
sures to prevent smuggling
would not add to the drug price
or make it difficult for the needy
countries to get them. — AP

THE 32 HINDU
Our office will remain closed
today on account of
Vinayaka Chathurthi and
there will be no issue of
THE HINDU dated
1st September 2003.
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WTO Deal On Drugs Still Some Way O

EPORTS of a breakthrough in one of the most con-

tentious issues before the WTO meet at Cancun — di-
lution of intellectual property rights of pharma companies
during public health emergencies — have been swiftly fol-
lowed by reports of the deal falling through due to a last
minute hitch. Given the complexity of the negotiations and
the resistance of pharma multinationals to any dilution of
the patent regime, this is no surprise. However, the very fact
that WTO ministers representing such disparate interests
came so near to an agreement gives us reason to hope that
these last-minute glitches will be ironed out before talks be-
gin in Cancun, mid-September. At the heart of the problem
is the kind of mechanism that should be set up to provide
access to critically needed drugs at affordable prices to poor
countries. Progress had been stalled since December last
year with the US alone holding out against any relaxation
of patent rules that would hurt the bottom lines of pharma
MNCs. MNCs fear that any deal that allowed countries to
import cheap generics by invoking the compulsory licens-
ing clause in national health emergencies could prove the
thin end of the wedge. Markets would be flooded with
cheap dones of patented drugs that could well find their
way into developed markets adversely affecting their prof-
its. Their fears are not entirely unwarranted.

Any agreement would, therefore, have to tread a fine line
between protecting IPRs so that innovation does not suffer
and ensuring that critical medicines are not priced out of the
reach of the needy in poor countries. Indeed, the entire
purpose of such an agreement is lost if the conditions under
which compulsory licensing can be invoked and drugs im-
ported are made so onerous as to defeat the very purpose of
the agreement. It is entirely reasonable, for instance, to de-
mand that drugs so imported are packaged differently so
that they can be clearly distinguished and cannot find their
way into other countries. Or to incorporate a clause that the
accord should be implemented ‘only in good faith’ and not
for ‘commerdial policy objectives.” It is not reasonable, how-
ever, to hobble the agreement with other conditions that
make it difficult, if not impossible, to benefit from the dilu-
tion of IPRs. Unfortunately, striking that golden mean is
easier said than done.
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Let’s 46 the Cancu

indian negotiators are on the right trackné% r
in the run up to the Cancun WTO meeting

TRADE dlploa'&,)ﬂs an a}m ho

science. Hence, it cannot remain
a purview of economists alone. The
potitical leadership must lead the way.
More 50 in a democracy. When mem-
bers of the World Trade Organisation
(WTO) initiated the Doha Round of
negotiations in 2002, India correctly
raised important questions about the
pace of trade liberalisation in the de-

veloped countries and the non-imple- -

mentation of the Uruguay Round
agreement. India’s tough talking here-
helped focus attention on develop-
. ment issues and forced developed na-
tions to pay greater attention to the
question of "special and differential

treatment" to developing, especially

least developed, nations, Doha also
showed that WTO could not work in-

side a cocoon of secrecy and greater -

transparency was called for. .
Many of the issues raised by India
and the developing world have been
internalised in the thmkmg within the
WTO. However, there is a momen-
tumn to trade liberalisation that the de-
veloped nations have maintained and
it is time India took a pragmatic view
of what benefits us and what does not.
It is wrong to imagine that trade liber-
alisation is something tdia opposes
and the developed countries propose.
As in the casg of trade in services and
agriculture, India is today seeking
greater liberalisation and reduction of
trade—dlstortmg subsidies that the EU
wantsin place. Similarly, on non-tariff
barriers like linking trade to non-trade

\NDIAN cEXPRES®

policies, it is India that is ahead of the
US. prevcr, there are Stlll areas

- where India must move forward It

must further reduce tariffs and pro-
mote a more trade-friendly poh'cy
regime at home. Thus, agreemg to
trade liberalisation in services, includ-
ing accountancy, legal and financial
services and to improved trade facili-
tation, greater transparency in govern-
ment procurement, and so on, should
not worry India. We can also benefit
from these measures. However, if
multilateral commitments have to be
made then there have to be some re-
turn gifts on offer. Improved market
access in various modes of services will
help India. A dilution of the US posi-
tion on pharmaceutical patents in the
interests of public health will also be
welcomed. Trade negotiations in-
volve such give and take and political
leaders here should be prepared for
it. India can afford to ease up on
some issues like trade facilitation and
competition policy. But accepting an
investment agreement is not yet in
India’s interest. )
Finally, there is- no reason to be
cowed down by the spectre of regional
free trade agreements and there is no
reason to presumme that a proliferation
of such agreements will hurt multilater-
alism. Our political class continues to

‘bemlsledmtothi'nlangtheWI‘Olsan

unhelpful ingtitution. Far from it, India
more thanmést developing economi
needs such a multilateral institutipfito
best protect its national inter
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WHEN MINISTERS FROM the 146 member-
countries of the World Trade Organisation assem-
ble in a fortnight’s time in Cancun, Mexico, they
will have the difficult task of ending the impasse
in the Doha round of negotiations. The Minis-
terial declaration that has been drafted for adop-
tion in Cancun reveals that sharp divisions persist
on all the important trade issues of the Doha
agenda. In spite of intense official level talks,
there has been no significant movement towards
a meaningful agreement in any area. The best
that the WTO can now hope for at Cancun is for
Ministers to cobble together a declaration that
professes a commitment to complete the Doha
round by early 2005. It will certainly not be a
decision that gives teeth to the “Doha Develop-
ment Agenda,” which was the original objective
of the ninth round of talks of the WTO-GATT mul-
tilateral trade system.

The most striking evidence of the Doha round
being in deep trouble is to be found in what has
been suggested in the contentious area of agricul-
ture. Governments were originally expected to
agree by May 2003 on the modalities, or specific
methodology, for reducing domestic and export
subsidies, and lowering import tariffs in agricul-
ture. Negotiators could not meet that deadline;
they are not going to reach an agreement in Can-
cun either. The divisions among the rich coun-
tries and between the developed and developing
countries are so deep that the draft declaration
only hopes that a “framework” for negotiations
will be decided at the Ministerial meeting. In oth-
er words, the difficult job of negotiating an agreed
set of modalities will be taken up only later. A
similar framework has been suggested for indus-
trial products, another area where modalities
were due to be settled earlier this year. To be sure,
the proposed declaration recognises that the ad-
vanced economies cannot have their say entirely

al the WTO. In agriculture, the suggested frame

work takes a very small step towards rejecting a
joint proposal by the European Union and the
United States to maintain the existing regime of
high subsidies. It correspondingly recognises that
there is merit in a developing country proposal
crafted by India, China and Brazil, that the rich
countries have a special obligation to dismantle
their farm subsidies. Similarly, the framework for-
mulated for industry makes some allowance for
the special needs of the developing countries.
However, these proposals are insignificant com-
pared with what should have been accomplished
in other areas in the Doha round. Implementation
issues, the specific problems faced by the devel-
oping countries at the WTO, have been on the
table for five years but have been given short shrift
once again. In what could be the final nail in the
coffin, the WTO draft suggests a diiferent struc-
ture for negotiations on implementation issues,
one that will further downgrade their importance
in the Doha round of talks. This is true as well of
special and differential treatment for developing
countries, another subject on which the Doha De-
velopment Agenda promised much but where the
WTO has not delivered.

The draft declaration for Cancun puts forward
two alternative proposals on the four ‘Singapore
issues’ of investment, competition, government
procurement, and trade facilitation. That the WTO
has had to suggest either continuing with a study
process or beginning talks on new global treaties
recognises that countries are far from ready to
formulate WTO agreements on these issues. This
is what India has been arguing at the WTO. How-
ever, in the face of pressures, especially from the
E.U. to start negotiations on an investment treaty,
it will be a challenge for India and other like-
minded developing countries to hold on to this
position at Cancun.



-~ Debate on

medicines

set to be settled at WTO

G A, Acé 28. ’}/}‘1? most emotionally cha?ge§ bgen useless for developing countries that have

problen} in the World Trade Organisation ap-
peared hear solution after key countries agreed
on the wording of a deal that would allow poor
nations to seek alternatives to expensive patent-
ed drugs for diseases such as HIV/AIDS and ma-
laria.

Negotiators who have struggled with the issue
for almost two years were expected to adopt an
agreement on Thursday that was drawn up last
December but rejected by the U.S. They were also
expected to issue an accompanying statement
designed to calm the fears of the big pharmaceu-
tical companies.

“I hope we will seize the moment,” said Cana-
dian WTO Ambassador Sergio Marchi, who last
December, as chairman of the WIO’s general
council, reluctantly admitted temporary defeat
because of unflinching U.S. refusal.

Under WTO rules, countries facing public
health crises can override patents on vital drugs
and order copies from cheaper, generic suppliers
from domestic producers. But the concession has

o= AINDD

no domestic pharmaceutical industry.

U.S. pharmaceutical research companies were
concerned that a deal to allow countries to im-
port generic drugs would be abused by generics
manufacturers and could also lead to drugs being
smuggled back into rich countries.

However, all sides have accepted that the prob-
lem has to be settled for humanitarian reasons
and because of the damage it has done to the
public perception of the WTO, the 146-nation
body that sets rules on international trade.

Failure to reach agreement this week also
would throw a huge cloud over a crucial meeting
of WTO ministers in Cancun, Mexico, in less than
two weeks' time, and would jeopardise the
chance of agreement there on other issues as part
of the current round of trade liberalisation nego-
tiations.

On Wednesday, a core group of negotiators
from the U.S,, Brazil, India, Kenya and South Afti-
ca finally agreed on the wording of the statement.

29 AUG 2003




coalition with

NEW DELHI, Aug. 28. — Three countries, including
Pakistan, have joined the coalition of developing coun-
trics comprising India, China and Brazil which have made
a framework on agriculture negotiations at WTO to
counter joint framework put forward by the European
Union and the United States.

Besides Pakistan, Cuba and El Salvador are the new
members of the coalition, which now has 20 countries,
commerce ministry officials said.

Pakistan had been a close ally of India and other devel-
oping countries and an active member of the like minded
group of countries before the Doha ministerial meeting in
November 2001 but was now perceived to be close to the
United States following the financial assistance extended
to Islamabad by Washington in the wake of the US attack
on Afghanistan. The like minded group is slated to meet
before the Cancun ministerial to work out a joint strategy .
to tackle any pressure from developed countries.

7

. STATESHAD 29 AUG 2003



P FRIDAY 29 AUGUST 2003

/Gettmg ombative 0 WTO

Win Som seS ustBI‘ ur Motto

NDIA'S r&d o ther §ed aft ministerialtext to be

discussed at Cancun is understandably combative. The
reactions to the text provide an opportunity for countries to
aggressively highlight their main concerns. The text and In-
dia’s response are therefore best seen as a preview of the
kind of debate and results we can expect from Cancun. And
the picture that emerges is not without a bright side. The
tone of the text is consistent with reports that an agreement
is likely on easing intellectual property norms when public
health is threatened. This would be a positive culmination
of the efforts of India, Brazil and other developing countries
in Doha. India should also be pleased with the focus on im-
plementation issues. Apart from the commitment to set a
deadline by which these concerns will be addressed, there is
a specific mention of extending geographical indications to
products other than wines and spirits, which should bene-
fit basmati. And on agriculture the text suggests a definite
step forward in the efforts to reduce subsidies in developed
countries, and says that these reductions must be signifi-
cantly larger than those promised in the Uruguay Round.

WTO negotiations, however, function on the principle
that nothing is agreed until everything is agreed. These
gains would thus be subject to concessions that India has to
offer. Mr Jaitley and other Indian negotiators will be hoping
they can restrict these concessions to a limited market ac-
cess in agriculture. But it is the Singapore issues that could
cause Mr Jaitley to pause. India has in the past treated its in-
transigence on these issues as a matter of prestige. And Mr
Jaitley has done little so far to suggest that he will move be-
yond past rhetoric. But the annexes to the text on the
modalities for negotiating each Singapore issue offer con-
siderable room for national sovereignty. This could be used
to break the ranks of those opposing negotiations on-these
issues. India would then face a choice between reating
each of these issues on merit or sacrificing gains mﬂher ar-
eas in order to remain intransigent on the Singapore issues.
Itis to be hoped that the lawyer in Mr Jaitley will keep E}'pﬂf
away from crippling intransigence.

Guna L~ -

The Economic Time,
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A DRAFT declaration for the. Cancun
ministerial meeting of the WTO con-
tains elements of the EU and US plan
on agriculture which was opposed by 17
developing countries, including India,
Brazil and China. They wanted a larger
cut in the farm subsidies which rich
countries are giving to their farmers
and an elimination of all export subsi-
dies. The draft declaration remains am-

biguous as it calls for the elimination of _

export subsidies in agriculture by the
industrial countries for a range of prod-
ucts that are of interest to the develop-
ing countries. But the names of those
‘products as well as the time frame for
the phasing out have not been spelt out.

.-State aid to farmers in - developing
countries has been allowed, but only

specific types of support can be given. -

Measures for protecting certain sensi-
tive items have also been allowed. But
all these proposals are exacting a
greater sacrifice from developing coun-
tries which are exporters of agricultur-
al products, Countries like India still

g vnpUSTAN T
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have niillions of impoverish
to care for. The food-import
tries, however, may welcome the?
posal as long as they can continue to im-
port cheap food. A big division among
the developing countries is thus:likely
to be created at Cancun.

In manufactured products, too, the
anomaly remains as the draft favours
a blended formula seeking compliance
from poor countries in bringing down -
tariffs on some products. In any case,
why should developing countries guar-
antee easier market access when therich
countries are committing themselves to
duty free access to only an unspecified
percentage of imports? Perhaps, they
would have been more generous if the
rich among them were experiencing a
boom. Unfortunately, Germany is in re-
cession and the US is still not sure of re-
covery. The deadlock can be avoided if
the final declaration guarantees protec-
tion of farmers’ interests in poor coun-
tries and grants greater market access to
their industrial products.
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Cancun can’t

The next round of hypo?fis 2ka, trade talks

The de arting American ambassaddr, Robert Blackwill,
who is a frequent speaker at Delhi’s talking shops,
often lamented the low volume of US-India trade, and
pointed to India’s trade barriers as_one of the villains.
There's no arguing with that, Except that the ambassador’s
own country fosters a far bigger villaifi — the biilions in
farm subsidy that distort world trade. That the USA is
given ‘tompany in this by the European Union —
American farm subsidies amount annually to § 52 billion,
the Buropean Union’s, $ 88 billion — makes the world’s
two. largest economic entities, who are practxtxoners of
arguably the most shameful anti-free trade policy in the
world. The two recently claimed to have reached an
agreement to limit farm subsidies. This is a noble effort,
they said, which is meant to ensure that the Doha round of
trade talks, the next instalment of which is to be held in
Cancun, Mexico, does not fail.

This is, of course, another example of the hypocrisy that
has been the garnish for food policy for the United States
and the European Union. Washington and Brussels have
decided to limit trade-distorting subsidies to five per cent
of the value of farm production. This looks good till one
realises that the definition of trade distortion has been
distorted enough to leave most kinds of farm subsidies out
of the ambit of this new-found generosity. Otherwise, and
if the cut in subsidies were seriously large, there would
have been howls of protest from privileged American and
European farmers that would have been heard across
Africa, which is the continent that will be most affected by

“rich country agriculture subsidies. African farmers fail to
sell what they can in world markets simply because
subsidy-enabled US and European farmers outprice
them.

Indian agricultural exports are affected in the same
manner, even though the urgency, compared to Africa,
where it can sometimes be literally a life and death issue,
is much less. But it appears that advice of: free trade from
rich countries is increasing im urgency just when the
Cancun round. comes nearer and nearer. Note, for
example, that the European Union wants India to
liberalise trade in alcoholic spirits.’ At the same time, the
European Union pretends that its own farm subsidies are
no issue.

India, however, has in the normal course always
ged to hold its own in trade negotiations that have
lace, to an extent that is often to the detriment of
9% interests. Unilateral, generahsed tariff cuts by
India are necessary for its own economic competitiveness.
But beyond that point — East Asian levels of tariffs are
what Indian customs duties should be — trade
negotiations are mostly a matter of looking for strategic
alliances. The West is not a monolithic bloc on trade
issues. Countries in the CAIRNS group, for example, are
rich but are opposed to farm subsidies. All of Arun
Jaitley’s — the Union minister of commerce is India’s chief
negotiator — lawyerly acumen will most certainly be put to
use at Cancun.
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IN A REMARKABLE display of unity at the World
Trade Organisation, a group of 14 developing
countries, which includes large economies like
India, China, Argentina, Brazil, South Africa and
Thailand, has formulated a cogent proposal on
trade in agriculture. The new formulation on do-
mestic support, import duties and export sub-
sidies effectively counters another package on
agriculture unveiled last week by the two most
powerful members of the WIO — the European
Union and the United States. What is significant
about the new platform is that perhaps for the
first time a developing country coalition at the
WTO has been able to marry the interests of ex-
porting economies with those more concerned
about protection of domestic production. It is
now virtually certain that the developing country
proposal is going to have a major say in the out-
come of next month’s ministerial meeting of the
WTO in Cancun, Mexico, which will review the
ongoing Doha round of trade negotiations.

The most important issue in the Doha round of
talks is agriculture. It has also turned out to be
the most difficult to negotiate an agreement on.
The main issues at stake are the $300 billion of
annual subsidies that the rich countries provide
to their agriculture and the high import duties
they impose on specific farm products. A failure
to show even a modicum of progress on agricul-
ture before, or at, Cancun would have spelt disas-
ter for the meeting and perhaps for the larger
Doha round itself. The E.U.-U.S. initiative was
meant to break the logjam, but it was instead
viewed with suspicion as nothing more than an
attempt at mutual accommodation. The E.U.-
U.S. proposal allows the two trading powers to
continue with their large subsidies, to maintain
high import duties on the products they want to
protect, to cut customs duties on products of
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export interest to them, and to only promise a
gradual reduction of export subsidies. At the
same time, it does not offer incentives to the farm
exporters among the developing countries or
concessions to those anxious to protect their
large rural populations from import competition.
The developing country proposals, however, call
on the rich countries to cut all the subsidies they
provide in different forms to agriculture. They al-
so ask that tariffs on products of export interest to
the developing countries be lowered. And they
give the poor countries of the world the freedom
to protect an identified set of crops from import
competition. In this manner, the developing |
country proposals comply with the Doha man-
date for a balanced reform of world trade in agri- |
culture. The EU.-U.S. package fails in !
comparison.

The innovation in the developing country alli-
ance is that it brings together under one umbrella
many of the members of the Cairns group of agri-
cultural exporters along with countries like India
and China, whose first concern is protecting the
livelihood of their large agricultural communities.
The coalition has been built around a package
that gives the farm exporters from the South (like
Argentina, Brazil, South Africa and Thailand) an
opportunity to increase exports to the developed
country markets. At the same time it offers coun-
tries like India and China sufficient manoeuvra-
bility to maintain their largely defensive positions
in world trade in agriculture. It will therefore not
be possible for the E.U. and the U.S. to push aside
the developing country package at the WTO. The
challenge now for the new alliance is to stand
firm and prevent the E.U. and the U.S. from suc-

.cessfu]ly using the old strategy of dividing the
developing countries by offering specific
concessions.
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NEW DELHI, Aug. 20. — India today
forged an alliance with 14 developing
countries, including members of the
Cairns Group, for agriculture negotiations

at the World Trade Organisation to -

counter the joint proposal by the United
States and the European Union.

Though the three-page framework joint
proposal put out by the developing coun-
tries, including Argentina, Brazil, China,
South Africa and Thailand, does not pro-
vide any timeframe or the extent of sub-
sidy and tariff cuts, it has proposed that
developing countries should reduce tariffs
in line with the Uruguay Round formula.

While seeking removal of special safe-
guard mechanism for developed countries,
the framework, hammered out in Geneva
last night, has proposed that the facility be
made available to developing countries to
protect the import of sensitive items. They
have also sought identification of special
products, of inteiest to developing coun-
tries, for lower tariff reduction.

For the developed countries, the pro-
posal, released in Geneva this afternoon,
suggested a hybrid tariff reduction
approach marrying the Uruguay Round
mechanism for some products and a for-
mula-based approach for the others. The
proposal also seeks zero import duty in
developed markets for tropical products
and those of export interest to developing
countries. It has also proposed that for
products, on which tariff exceeds a certain
level, duties will be cut at thé maximum
rate. .

On subsidies, the joint framework has
asked for elimination of export subsidies
budgetary and quantity allowances over a
specified period of time. Developed coun-
tries have also been asked to eliminate
officially supported export credits, guaran-
tee and insurance schemes.

THME STATESHAR

b
Today's fr e\}/ork Iso seekslréduction
of domestic support measures on a prod-
uct specific basis and has said that the dif-
ference between the upper and fower lev-
els of subsidies should not exceed an
agreed level.

For products which have benefited from
domestic support and account for a certain
share in world trade countries will have to
eliminate all subsidies in the long run
while subjecting them to the upper levels
of reduction once the agreement is imple-
mented.

The joint paper also recommended that
non-trade concerns like animal welfare
payments and peace clause which prevents
members from raising disputes against
subsidies which are provided not in con-
formity with the rules would be left open
to future negotiations.

Officials said that more countries are
expected to support the alliance. The joint
proposal has also split the 18-member
Cairns Group, though some countries like
New Zealand and Australia did not sign
today's framework. Officials said some
Cairns Group members, who did not sign
the framework, would, however, support
the proposal at a later date as they feared
backlash from the EU and the US if they
came out epenly in support of the propos-
al.

"The thrust of our proposal contem-
plates a drastic reduction in domestic sup-
port, reduction in subsidies and their even-
tual elimination and sharp disciplining of
export credits,” Commerce and Industry
Minister Arun Jaitley told reporters at a
press conference.

Jaitley said that the 14 countries, who
submitted the proposal together
accounted for 60 per.cent of the world's
population dependent on agriculture
and contributed 60 per cent of the glob-
al rice production, 35 per cent of the

wheat production and 57 percent of the
sugarcane crop. /
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ARE less than a month
away from the next Min-
isterial Conference of the
World Trade Organisa-

tion in Cancun, Mexico. The main
task of the Conference will be to re-
view the progress in the Doha Round
of Multilateral Trade Negotiations
launched two years ago and sched-
uled to be concluded by January 1,
2005, and to take decisions to impart
impetus to them. Until now, the ne-
gotiations have been moving at a
snail’s pace. All deadlines set at Doha
have been missed. The skeletal draft
declaration for the Conference made
available only a few days ago lists
mainly subject headings under which
details are to be filled later. Thus, ev-
erything seems to have been deferred
until the Cancun meeting itself.

The Doha Round was called the
Development Round. Inreality, it was
a misnomer intended to placate the
developing countries in order to get
their approval for pursuing the Singa-
pore issues, namely investment,
competition policy, transparency in
government procurement, and trade
facilitation. The idea was to begin ne-
gotiations on these issues at Cancun.
All that was done for deluding the de-
veloping countries into believing that
it was a Development Round to put
upfront some of the ongoing issues of
special interest to them, such as Spe-
cial and Differential Treatment
(S&DT), and the Implementation is-
sues. To this was added the Doha
Declaration on the TRIPS Agreement
and Public Health and liberalisation
of trade in agriculture.

There is no evidence of progress on
any of these issues. Soon after Doha,
major developed countries started
deliberately to underplay their im-
portance. By now they have succeed-
ed in relegating these issues to the
background. On the other hand, they
are pressing hard for progress in ar-
eas where they are demanders, that
is, the Singapore issues, liberalisation
of trade in services, and market ac-
cess for agricultural and industrial
products. The mandate given in the
Doha Round on S&DT was to review
about 80 such measures with the ob-
jective of making them more precise,
effective and operational and consid-
er making mandatory those that were
non-binding. No progress has been

“made in implementing this mandate.
On the other hand, developed coun-

tries have raised issues deliberately-

designed to dilute and distort the un-
derstanding reached in Doha.

The Implementation issues were
designed to redress the imbalances

' and inequalities implicit in, and
L
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Round prospects

The main negotiating challenge will be defensive
— to prevent further loss of policy options in
several areas.

those that emerged during the course
of, the implementation of the Uru-
guay Round agreements. They repre-
sented a comprehensive effort by the
developing countries to seek a revi-
sion of the unequal WI'O Treaty. They
constituted a major agenda item at
the abortive Seattle Ministerial Con-
ference and occupied a central place
in the discussions in WTO forums be-
tween the Seattle and Doha Ministe-
rial Conferences. But the developed
countries have succeeded in pushing
these issues to the sidelines of the on-
going negotiations.

The main issue pending under the
item “TRIPS Agreement and Public
Health” was enabling WTO members
with insufficient or no manufacturing
capacity in the pharmaceutical sector
to make effective use of compulsory
licensing for producing drugs to deal
with public health emergency situa-
tions. This problem remains unre-
solved. In the meantime, the
developed countries have opened up
issues settled in Doha and raised new
issues, thus making an agreement
virtually impossible.

The developing countries attach
great importance to the liberalisation
of trade in agricultural products.
They, therefore, put forward very am-
bitious proposals for curbing domes-
tic support in developed countries.
However, developments since Doha
have foreclosed the possibility of any
significant progress in this area. The
emphasis has now shifted from re-
ducing domestic support to enlarging
the access for the agricultural prod-
ucts of developed countries in the
markets of the developing countries,
mainly by seeking far-reaching re-
ductions in agricultural tariffs. This
has put developing countries like In-
dia on the defensive.

The latest draft of the Chairperson
of the Agricultural Committee pro-
poses the creation of a category of
Strategic Products (SPs) of special
importance to food security, rural de-
velopment, and livelihood concerns.
This would be subjected to lower tar-
iff cuts and special safeguard mea-
sures against a sudden import surge.
This is almost the last defence that In-
dia can fall back on. But even this is
problematic because the United
States has not accepted the case for
SPs. Besides, there is pressure on de-
veloping countries to confine SPsto a
few selected sectors. Finally, there is

no certainty regarding the extent to
which these products will be exempt-
ed from tariff cuts.

A major objective of the developed
countries is to seek comprehensive
market access in the areas of services.
Because of the incipient stage of their
service industries, the developing
countries are hardly in a position to
take advantage of services market
openings. On the other hand, an in-
discriminate liberalisation of their
service sector can create a lot of prob-
lems for them, such as disappearance
of local small scale service suppliers,
net job loss, and subjecting of the fi-
nancial markets to the vagaries of
capital flow.

India is in a somewhat different
position from other developing coun-
tries in that it has an interest in seek-
ing access in Mode IV of service
supply, that is, through the move-
ment of skilled persons. That is the
main reason why the Government of
India has decided in principle to offer
liberalisation essentially under Mode
1], in a wide range of services. For, it
is believed that this will be the neces-
sary quid pro quo for seeking liber-
alisation under Mode IV, essentially
in the same sectors.

Prospects for enhancing access
under Mode IV supply of services are
not at all promising. Access offered by
developed countries during the last
stage of the Uruguay Round was
highly limited and tied to all kinds of
conditionalities. Besides, the offers
made by them in the current negotia-
tions do not provide for any further
opening up under Mode IV. The de-
veloping countries’ demand for a
special GATS visa has been summari-
lyrejected. Inthe U.S,, thereis amove
to confine the number of H-I visas to
65,000, the number for which U.S.
took a binding in the Uruguay Round.
Besides, after 9/11, there is an un-
precedented tightening of travel re-
striction for all categories of persons.
it will, therefore, be perilous for India
to offer concessions under Mode III
without making sure that there will
be a substantial improvement in ac-
cess under Mode IV.

Non-agricultural market access is
one area in which India has a positive
interest because of the competitive-
ness of several of its industrial sec-
tors. On the other hand, after the
removal of quantitative restrictions,
India is left with its existing tariffs as
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the only means of protecting its in-
dustries, particularly in the small-
scale sector. The Chairman’s latest
draft on the modalities for negotia-
tions opens up some prospect for im-
proving access for India’s industrial
products to the markets of developed
countries. Most of the seven sectors
identified in the draft for eventual
tariff elimination are of interest to
India.

On Singapore issues, particularly
investment, India has very rightly
taken the firm position of not allow-
ing them to be brought into the Doha
Round negotiations. However, India
is under tremendous pressure, par-
ticularly from the European Union, to
resile from this position. There is also
some domestic pressure to accept
compromise solutions in order not to
get isolated at Cancun. The compro-
mise solutions are only traps ulti-
mately to force developing countries
into joining regimes of a binding
character. There is no reason for In-
dia to mortgage its independence of
economic policy-making for fear of
being isolated. Besides, today India is
in a much stronger position than it
was at Doha. It has the full backing of
China and Malaysia and of the entire
African group.

On the whole, India’s gains are
likely to be very limited. They will be
largely in market access for industrial
goods and some opening up in Mode
IV supply of services. Developed
countries are unlikely to get away
without yielding ground on the TRIPS
Agreement and Public Health. This
might provide greater scope to Indian
pharmaceutical industries to pro-
duce patented medicines under com-
pulsory licences to meet domestic
demands and also a part of the de-
mand in foreign countries. India will
have to negotiate very hard to reap
these limited gains. The main nego-
tiating challenge, however, will be de-
fensive — to prevent further loss of
policy options in several areas.

Given such a situation, the Govern-
ment will be well advised to take the
nation fully into confidence by hold-
ing intensive consultations with po-
litical parties, trade unions, business,
State Governments, civil society or-
ganisations, and independent spe-
cialists and researchers. This will
serve the purpose of warning the
Government against striking deals, as
was done during the Uruguay Round,
which the nation subsequently came
to regret. Finally, it is extremely im-
portant for India to continue and ac-
celerate the process of active
coalition building at all levels before
and during the Cancun Conference.



" India, Brazil oppose US

move onpatentg

K.A. Badarinath (\
New Delhi, August 4 X3\

INDIA AND Brazil have re-
jected the demand by USA to
provide a written undertak-
ing against possible misuse
of the TRIPS - Public
Health Agreement. Under
this agreement WTO mem-

ber countries can mandate-

production of patented drugs
to tackle public health issues,
endemic and pan-endemic
diseases.

The two countries, viewed
by the US Pharma lobby as a
direct threat to their sales in
third world countries, have
also rejected a possible state-
ment from the chairman of
fifth ministerial of WTO in
Mexico asking the two coun-
tries with “excess capacities”
to refrain from any possible
misuse. While the US Admin-
istration reportedly showed
signs of a climbdown, both
India and Brazil have refused
to budge in terms of giving
any written undertaking.
Their argument is that sever-
al provisions in the TRIPS
agreement has been time and

HE HINDUSTAN T

George push
Face-saving formula

again abused by the US phar-
ma lobby to muscle out the
smaller companies based in
third world.

The Bush Administration,
after having become party to
the Doha declaration on al-
lowing third country com-
pulsory licenses to produce
patented drugs, has been
looking for a face-saving for-
mula. The US Government

>

d drigs

has been under tremendous
pressure from the pharma
industry not to allow India
and Brazil to use excess ca-
pacities to supply patented
drugs to third world coun-
tries to tackle public health
problems. Meanwhile, an
amalgamated formula on
agriculture — combining
both Harbinson’s draft and
Uruguay round formula —
seem to be pushed by the US-
led allies at WTO. India is yet
to respond officially to the
first draft declaration circu-
lated by WTO for adoption at
Cancun next month. Indian
negotiators have felt that this
draft is “too sketchy”.

In a related development,
Union Commerce Minister
Arun Jaitley will initiate a
dialogue with all political
parties during August 7 - 22
to evolve a national consen-
sus on the WTO issues. He
will hold parleys with a Con-
gress delegation led by the
former Finance Minister Dr
Manmohan Singh on August
11 preceeded by a meeting
with all labour unions on
this Thursday:
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WTO options to contam BPO

o

Q‘@
By C. Rammanohar Reddy

GENEVA, JULY 26. The World
Trade Organisation (WTO)
could be a forum where India
persuades the U.S. to legally
commit itself to not allowing
any domestic restrictions, in the
private or government sectors,
on business process outsourc-
ing (BPO) contracts with Indian
companies. The price of such an
agreement will, of course, be
that India in return agrees at the
WTO to demands that the U.S.
may make in government pro-
curement, services or other ar-
eas of interest to that country.

At the WTO, India has been
informally discussing the BPO
issue with the U.S., but U.S. offi-
cials say that it is possible to
build institutional safeguards to

i contain the domestic backlash

against the shifting of business
in information technology en-
abled services to India.

At present, any restrictions
on BPO contracts, whether as a
result of bills passed in the U.S.
State Government legislatures
or because of pressures from
groups campaigning against job
losses, cannot be taken to the
WTO for redressal because
there are no agreements specifi-
cally covering this area.

But they can be negotiated in
the ongoing Doha round of talks
and similar agreements can be
drawn up with the European
Union as well.

backlash in U.S.

A senior U.S. trade official
based in Geneva said two kinds
of institutional agreements at
the WTO could be explored to
enable the unrestricted flow of
BPO contracts to India. One
would be in the area of govern-
ment procurement that would
cover outsourcing by the U.S.
States, where the backlash has
already expressed itself in legis-
lative moves to prevent local
governments from contracting
services to Indian companies.
However, governmernt procure-
ment is a sector where India has
for years taken a tough position
resisting the U.S. moves to bring
the sector to the WTO. What is
now on the table is a demand
for a multilateral agreement to
ensure transparency in govern-
ment procurement procedures
(one of four “new issues” which
are still being studied in the Do-
ha round of talks), although it is
common knowledge that for the
U.S. this is the first step to open-
ing up the huge government
procurement business in devel-
oping and developed countries
to foreign suppliers. So if India
wants the U.S. to agree to WTO
safeguards on BPO contracts
from the state and federal gov-
ernments it will simultaneously
have to agree to first give up its
opposition to WTQ rules on
transparency in government
procurement and then permit
foreign businesses to freely bid
for government procurement

Wi HINDD
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contracts in the country.

The second route, to deal
with the nascent backlash from
unions opposed to private BPO
contracts between U.S. and In-
dian firms, is to explicitly in-
clude the BPO sector in the
WTO’s General Agreement on
Trade and Services (GATS), an-
other area now being negotiat-
ed in the Doha round. GATS
already broadly covers such
business as part of what are
called Mode 1 services — cross-
border supply of services. The
BPO contracts between U.S.
firms and Indian companies fall
very much under Mode 1 ser-
vices of GATS. The U.S. official
said the U.S. did, during the
Uruguay round of GATT, make
commitments in a number of
sectors to keep its Mode 1 ser-
vices open. BPO services can,
however, be explicitly negotiat-
ed in the ongoing Doha round,
where there are a number of
proposals to expand the scope
of GATS in other services. But

here again, while India has been |

active in persuading the U.S.
and the E.U. to expand Mode 4
services (on the ‘“movement of
natural persons” or Indian
skilled and unskilled labour
working in short-term contracts
abroad), showing a keen inter-
est on GATS covering BPO un-
der Mode 1 services will mean
giving the U.S. more of what it
wants from India’s service mar-
ket.
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Poor nations }féﬂl for
vrade concessmn%,’

\ (\""‘Q Qfq'yBy Haroon Habib
DHAKA, MAY

31. Ex] ressmg utter disappointment at the non-imple-
mentation of commitments by developed countries, trade repre-
sentatives of Least Developed Countries (LDCs) have begun talks
aimed at drafting a common strategy for gaining concessions in
the upcoming meet on the global trade regime.

Representatives of 49 members, including 20 Trade Ministers,
have gathered in the Bangladesh capital for the three-day confer-
ence. Its main objective is to prepare collective bargaining points,
dubbed the Dhaka Declaration, for the ministerial meeting of the
World Trade Organisation (WTO) in Cancun, Mexico, in Septem-
ber. The other issue is the inclusion of countries such as Cambo-
dia, Nepal and Bhutan in the WTO. This is the second LDC
ministerial meeting after the first one in Zanzibar, Tanzania, that
was convened to give inputs to the WT'O ministerial conference in
Doha, Qatar, that acknowledged the LDCs’ demands, but only to
see the provisions of the agreement remain “pious wishes”.

“We need to send a strong, clear message to the international
community emphasising our interest... We represent the weakest
link in the thread that binds the international community,” the
Bangladesh Commerce Minister, Amir Khosru Mahmud Chowd-
hury, said while inaugurating conference here. Setting the tone for
the discussion by the delegates, the Minister, as leader of the 49-
member group, raised a five-point demand, insisting on unre-
stricted market access for all LDC products to the developed coun-
tries’ markets.

Agriculture, pharmaceuticals and intellectual property rights re-
main key areas in which the LDCs are facing troubles in coping
with various obligations imposed by the developed members of
the WTO. Juma A Ngasongwa, Trade and Industry Minister of
Tanzania, regretted that the commitments made in the Doha min-
isterial meeting of the WTO were not implemented whereas new
obligations for the LDCs have come into force. Mr. Ngasonwa
mentioned a supply side constraint, which, he stressed, must be
addressed jointly taking assistance from the stronger partners in |
world trade. |

The Bangladesh Commertce Secretary, Suhel Ahmed, said most |
of the LDCs signed the WTO agreement without a clear under-
standing. The chairman of the LDCs’ consultative group, Taufic .
Ali, termed this a blunder caused by their lack of preparedness.
Nine LDC members have no mission in Geneva.

The director of the WT'O’s Development Division, Alberto Cam-
peas, said his organisation had taken some programmes for im-
provement of the capacity of weaker partners and the
acknowledgements made earlier were under process.

The inaugural ceremony was also addressed, among others, by
Habib Ouane, head of special programmes for LDCs, UNCTAD,
which along with the Governments of Denmark, Norway and the
UK, sponsored the meet. The Bangladesh Prime Minister, Begum
Khaleda Zia, will address the conference on the closing day when it
will issue a “Dhaka Declaration.”

Meanwhile, a two-day international civil society forum ended in
Dhaka with the adoption of a declaration for the LDC Trade Minis-
ters to make all-out efforts in the upcoming WTO ministerial meet-
ing to consolidate the gains on all trade and non-irade issues. The
Dhaka civil society declaration, a 12-point document worked out
in the backdrop of the second LDC meeting, is highly critical of the
WTO’s performance. The declaration will be handed over to the
Trade Ministers to voice public concerns of the least developed
and developing countries at the WTO Cancun conference.
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ANTI-DUMPING DUTIES / India-E.U. Bed-Linen

Dispute

of di
«M@%A

THREE-MEMBER berich of
the Appellate Body handed
down a ruling last week, par-
tially upholding India’s ap-
peal on a compliance panel ruling
against India over its findings of
dumped exports of cotton-type bed
linen from India, and levy of anti-
dumping duties on all the imports.
But Indian exporters (and others like

them) should hold their breaths: it .

does not mean that the EC cannot -~
re-investigate, re-determine and re-
the anti-dumping duties. It -

Cﬁ means another round in the
long saga that began in 1994.

At one level the AB report and its
reasoning in partially accepting the
Indian appeal, and tuming down
others, forces on the EC a reassess-
ment on the basis of facts it has gath-
ered to find that Indian exports from
the examined and non-examined
cases were either not dumped or
were all dumped, and on that basis
decide to levy or remove the coun-
tervailing duties or undertake anoth-
er investigation etc.

At another level, the AB ruling
shows the extremes of legal interpre-
tations and evidentiary arguments
involved in such anti-dumping in-
vestigations and imposition of duties

- etc, followed by disputes panels and
appeal processes, compliance and
challenges, under the very loosely
worded WTO agreements in general,

d the anti-dumping one in partic-

1, and the length of time and costs

incurred by a developing coun-
try to establish its ‘rights’ — a time
period during which the trade from
the exporting country would have
lost the market and would have diffi-
culties in regaining it.

In relation to the Dispute Settle-
ment Understanding, panel and ap-
pellate processes, the AB in effect is
now seen as merely ‘tinkering’
through its interpretations and not
going to the root of the problems of
vague rules, the bad faith implemen-
tation of the WTO agreements by the
majors, and the manipulative proc-
esses they use.

Eurocotton’s vendetta
According to Mr. Munir Ahmad,

Executive Director of the Interna-

tional Textiles and Clothing Bureau

The public

in India has been that

 the EC was punishing India for the strong
stand it took against the Singapore issues in
'Doha, says Chakravarthi Raghavan

(ITCB), the case is part of what he
calls “the vendetta” launched as

~ mlsubqsummtmn,them-
o by the BU te

directorate At one stage or theother
a range of developing countries en-

gaged in spinning and weaving activ-
ities — and exports of cotton and
synthetic fabrics, and of bed-linen,
the simplest next stage of clothing
exports — have been targeted by Eu-
rocotton. India had been particularly
singled out for its role in the Uruguay
Round in bringing about the end of
the MFA-regime.

In respect of cotton-type bed linen.

investigations against India, this is
the fourth complaint, investigation
and finding.

As a result, says Mr. Ahmad the
exporting countries - have cumula-
tively lost spme 15 per cent of their
market share§ — for which the EC
does not have to pay any compensa-
tion, and even the most radical of the
proposed changes to the AD rules,
under implementation measures, is
only that there should be no back-to-
back investigations against develop-
ing countries and at least one year
should elapse after end of one in-
vestigation and conclusion before
another is accepted.

Other observers note that while
the AB in this case iterates the princi-
ples of res judicata in that India
should not be allowed to re-agitate
its original complaints (the same ar-
gument was used against Brazil in its
aircraft subsidy case}, and the AB tin-
kers with this by making ‘distinc-
tions' with earlier rulings, there is no
res judicata applied by the investi-
gating authorities of importing coun-
tries in the start, end and restart of
complaints of dumping.

Given the history of the EC and
textiles and clothing AD investiga-

1 £ Aoo M3

tions, trade observers say, it is time
for developing countries to insist
that the EC shmﬂdnotbe allowed to

: {Agreeityei 'mTexﬂlesand
Clothing], and Eurocotten should be
_placed on the same footing as ‘vexa-
tious litigants’ in domestic courts —
prevented from starting complaints
and litigations without specific per-
mission.

The processes were launched in
1994 by Eurocotton, even before the
entry into force of the WTO and its
ATC, as soon as it became clear that
the managed and protected trade in
textiles and clothing would end at
the end of ten years.

On cottan fabrics, synthetic fabrics
and cottonetype bed linen the coun-
tries targeted were: China, Egypt, In-
dia, Indonesia, Pakistan, Thailand
and Turkey.

While one by one the EC had to
give way, India has remained a major
focus — with some remarks of EC
officials and others in India and else-
where suggesting that the attitude
might depend on how accommoda-
tive India is to the EC views and de-

-mands on a range of issues in the
Doha round.

The European Commission’s orig-
inal findings and decision to impose
counte duties on cotton-type
bed linen imports (involved in this
particular case) were taken and is-
sued on November 28, 1997. The EC
at that time had also imposed such
duties on imports from Pakistan and

t.

All the textiles and clothing prod-
ucts and their imports and quotas on
them were governed by the Multi-
fibre Agreement, which expired
when the WTO came into force, but
with old quotas and other arrange-
ments continuing under the ATC,
with a phasing out of quota arrange-
ments (at a pace more or less deter-
mined by the importers) and all

ispute settlement

quotas phased out by Decerr
2004. This put into some pers
the long period of protectio
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‘WTO sho»uld{ focus on
development issues’

W
By 8‘\1? Spectal Com&nt

NEW DELMI, APRIL 7. India has
said that the focus of the World
Trade Organisation negotia-
tions now under way should be
on development issues as re-
flected in the Doha Work Pro-
gramme. At the same time, it
underlined its commitment to
progress in the current
negotiations.

Expressing concern over the
lack of meaningful progress on
any of the development-related
issues such as implementation,
special and differential (S and
D) treatment, TRIPS and public
health, India said it looked for-
ward to substantial results in
these areas before the Cancun
meeting, including the unre-

! solved issue of low or insuffi-
; cient manufacturing capacity in
the pharmaceuticals sector.

A multilaterally-agreed solu-
tion would have to be found to
this problem, affecting millions
of people in the poorest parts of
the world.

This view was expressed in
statements made by the Addi-
tional Commerce Secretary, S.N
Menon, at the WTO'’s Trade Ne-
gotiations Committee last

f

g ppR 2003

week. “For many developing
countries, success of the Can-
cun meet is predicated upon
successful resolution of these
key developmental issues,” he
said.

On negotiations on agricul-
ture, India had taken the stance
that it attached the highest pri-
ority to S and D provisions and
looked forward to early discus-
sions on crucial concepts such
as sanitary and phyto sanitary
and special safeguard mea-
sures.

On non-agricultural market
access, Mr. Menon said India |
was looking forward to engag- |
ing constructively in further !
discussions in the negotiating
group on market access in the
light of the proposal which had
already been put forward in line |
with the Doha mandate.

He pointed out that India
and many other ‘developing
countries expected an outcome
that fully factored in the finan-
cial and developmental needs
of developing countries, the
concept of less than full reci- |
procity and emphasis on mar- |
ket access for products of |
export interest to developing |

'

and Jeast developed countries.
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. Consensus on dispute

settlement far .away in

eAMlTI SEN

. 9%,

'NEW DELHI, APRIL 6
. GO’I‘IATIOZJj

dispute settlement
rules seems to be go-

%ing the agriculture way with

O consensus emerging yet

'on the possible contents of a
text for clarifications and im-
iprovements to the Dispute
:Settlement  Undertaking
{DSU).

» Duetothe “significant di-
vergences” remaining among
_participants on the issue,
.Chairman of the Dispute Set-
“tlement Body (DSB) has pro-
“posed a two-stage approach
for carrying out further work
until the mandated May 31
deadline.

+ In his report to the Trade
Negotiations. Committee
{TNC) of the World Trade
Organisation, the Chairman
proposed to first issue a

WTO

Dominican Repubhc, Hon-
duras and Jamaica to de-
mand special provisions for
addressing developing coun-
try needs in the Dispute Set-
tlement Understanding
(DSU) of the World Trade
Organisation.

In a joint communication
submitted to the special ses-
siori’ of the Dispute Settle-
ment Body (DSB), the seven
countries had stated that
while it was important that

. the Special and Differential
Treatment (S&DT) provi-
sions contained in the Dis-
pute Setflement Understand-
ing should be implemented,
particular attention should
.also be paid to matters affect-
ing the interests of develop-
ing-country members with’
respect to measures which .
have been subject to dispute
settlement.

Given the substant:al

course of th mmg month
including the next meeting of
the Special Session on April
10-112003.

Following this, lf neces-
sary, the chairman might pre-
pare a text as a possible basis
for an agreement. The chair-
man also urged again propo-
nents of like-minded text to
put forward common pro-
posed language in-order to
facilitate further progress on
these issues.

The chairman admitted
in his report that the diversity
of participants’ priorities and
interests was the key chal-
lenge in these negotiations.
Further work in this critical
final phase will, therefore, fo-
cus on intensifying discus-
sions, with the objective of
defining further the elements
which could constitute the
“higlmt common denomi-
nator” for an agreed text on

‘framework document which - clarifications el inprove- - Jntwnt of work' 3
would also contain guidance  ments to the Dispute Settle- ‘mains to be done, thechau
for furtherwork. Onthebasis ment Understanding ;, the manstated that informal con-
of that document, the further  note said, sultations between
discussions and consultations India has joined hands participants should be inten-
hre to be conducted over the  with Cuba, Egypt, Malaysia, sified.

O T TTr———
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TH A CRUCIAL negotlanng deadline having
 passed at the World Trade Organisation without

.any success, a complete collapse of the Doha
-round of trade negotiations is threatening to be-
_come a real possibility. The scheduled date of
. completion of the Doha round — January 2005
,— is more than 18 months away and a mid-term

‘ministerial meeting will be held later this year. It
may therefore seem premature to write off the
Doha round. But a complete lack of movement
forward, at the end of a year and a half of in-
tensive negotiations (ever since the round was
launched in the Qatari capital in November
'2001) on almost all items on the agenda, is a
pointer to the possible demise of the so-called
‘Doha Development Agenda.

. The problems that afflict the WTO trade nego-
tiations are three-fold. The first is that the agen-
‘da of the Doha round is a huge and complex
.one, surpassing the size and scope of the Uru-
'guay round which lasted eight years (1986-1993)
‘before a patchwork of an agreement could be
cobbled together. The Doha agenda is not only
‘larger, the member-countries of the WTO have
,glven themselves less time (only three years) to
'reach an agreement. And while in the past the
;multilateral trade agreements could be decided
iby just the powerful trading blocs (the U.S., the
'E.U., Japan and Canada) and a few of the larger
developlng countries (Brazil, India and the like),
rexclusion of the rest of the world is no longer
'possible. The far-reaching and lopsided nature
of the trade agreements reached at the Uruguay
‘round have convinced all countries (large and
'small, developed and developing) that their ac-
. tive participation in negotiations is necessary to
'protect their interests. The second reason for
. the lengthening list of failures is that while a
‘unique set of circumstances facilitated the
'launch of negotiations in 2001, those conditions
+have disappeared. The launch of the round re-
' quired the support of the developing countries.
This was made possible in late 2001 by packag-

-ing the negotiations as a “development round”

(hence the fanciful formal name) and by making

DYING DOHA AGENDA 9"

specific promises on patents and price lo\med-
icines, defects in past WTO treaties an§ special
treatment for developing countries.
the subsequent negotiations have seen
vanced economies renege on one commitment
after another, the most glaring one being the
refusal to tie up the 2001 agreement to permit
poor countries to relax the rules on patents for
supply of essential medicines at inexpensive
prices. Naturally, the Governments of the devel-
oping countries are no longer enthusiastic about
the Doha round. The third reason for the stalling
of the talks is that the advanced economies have
shown no interest in making compromises. The
differences among them on crucial areas such as
farm subsidies have, if anything, widened. This
was the main reason for the WTO failure to meet
the end-March deadline to draw up a framework
agreement on agriculture. Besides, the loss of
one trade dispute after another by the U.S. at the
WTO has provoked growing hostility at home,
thereby lowering U.S. Government interest in
any compromise in the current round of trade
negotiations.

What future then for the Doha round? More
failures are round the corner. The deadline for a
framework agreement on import tariffs on in-
dustrial products is the end of May. So far, there
has been no indication of much progress on this
item on the agenda. With the developing coun-
tries — which will have to make the main con-
cessions in industrial tariffs — having gained
nothing in agriculture, they are unlikely to give
up on industry. That, therefore, will be one more
deadline that will pass without success. All told,
the Doha round is showing signs of collapsing
under the weight of its agenda. But a year and a
half at the WTO (before the scheduled deadline
for wrapping up the Doha round) is longer than
a week in politics. A weak compromise may be
reached at the end by the major powers and then
thrust on to the rest of the WTO members. This
has happened before at the WTO. But if it does
happen again the end result will not be a mea-

ningful or a fair global agreement
e
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THREE-MEMBER bernch of
the Appellate Body handed
down a ruling last week, par-
tially upholding India’s ap-

peal on a compliance panel ruling
against India over its findings of
dumped exports of cotton-type bed
linen from India, and levy of anti-
dumping duties on all the imports.
But Indian exporters (and others like
them) should hold their breaths: it
does not mean that the EC cannot
re-investigate, re-determine and re-
assert the anti-dumping duties. It
only means another round in the
long saga that began in 1994,

At one level the AB report and its
reasoning in partially accepting the
Indian appeal, and turning down
others, forces on the EC a reassess-
ment on the basis of facts it has gath-
ered to find that Indian exports from
the examined and non-examined
cases were either not dumped or
were all dumped, and on that basis
decide to levy or remove the coun-
tervailing duties or undertake anoth-
er investigation etc.

At another level, the AB ruling
shows the extremes of legal interpre-
tations and evidentiary arguments
involved in such anti-dumping in-
vestigations and imposition of duties
etc, followed by disputes panels and
appeal processes, compliance and
challenges, under the very loosely
worded WTO agreements in general,
and the anti-dumping one in partic-
ular, and the length of time and costs
to be incurred by a developing coun-
try to establish its ‘rights’ — a time
period during which the trade from
the exporting country would have
lost the market and would have diffi-
culties in regaining it.

In relation to the Dispute Settle-
ment Understanding, panel and ap-
pellate processes, the AB in effect is
now seen as merely ‘tinkering’
through its interpretations and not
going to the root of the problems of
vague rules, the bad faith implemen-
tation of the WTO agreements by the
majors, and the manipulative proc-
esses they use.

Eurocotton’s vendetta

According to Mr. Munir Ahmad,
Executive Director of the Interna-
tional Textiles and Clothing Bureau

14 223

at WTO

The public perception in India has been that
the EC was punishing India for the strong
stand it took against the Singapore issues in
‘Doha, says Chakravarthi Raghavan

(ITCB), the case is part of what he
calls “the vendetta” launched as
early as 1994 by Eurocotton, the As-
sociation representing the EU tex-
tiles and clothing industry, which
enjoys the patronage and support of
the EU Executive Commission trade
directorate. At one stage or the other
a range of developing countries en-
gaged in spinning and weaving activ-
ities — and exports of cotton and
synthetic fabrics, and of bed-linen,
the simplest next stage of clothing
exports — have been targeted by Eu-
rocotton. India had been particularly
singled out for its role in the Uruguay
Round in bringing about the end of
the MFA-regime.

In respect of cotton-type bed linen
investigations against India, this is
the fourth complaint, investigation
and finding.

As a result, says Mr. Ahmad, the
exporting countries have cumula-
tively lost some 15 per cent of their
market shares — for which the EC
does not have to pay any compensa-
tion, and even the most radical of the
proposed changes to the AD rules,
under implementation measures, is
only that there should be no back-to-
back investigations against develop-
ing countries and at least one year
should elapse after end of one in-
vestigation and conclusion before
another is accepted.

Other observers note that while
the AB in this case iterates the princi-
ples of res judicata in that India
should not be allowed to re-agitate
its original complaints (the same ar-
gument was used against Brazil in its
aircraft subsidy case), and the AB tin-
kers with this by making ‘distinc-
tions’ with earlier rulings, there is no
res judicata applied by the investi-
gating authorities of importing coun-
tries in the start, end and restart of
complaints of dumping.

Given the history of the EC and
textiles and clothing AD investiga-

tions, trade observers say, it is time
for developing countries to insist
that the EC should not be allowed to
start any investigations for the rest of
the ATC (Agreements on Textiles and
Clothing), and Eurocotton should be
placed on the same footing as ‘vexa-
tious litigants’ in domestic courts —
prevented from starting complaints
and litigations without specific per-
mission.

The processes were launched in
1994 by Eurocotton, even before the
entry into force of the WTO and its
ATC, as soon as it became clear that
the managed and protected trade in
textiles and clothing would end at
the end of ten years.

On cotton fabrics, synthetic fabrics
and cotton-type bed linen the coun-
tries targeted were: China, Egypt, In-
dia, Indonesia, Pakistan, Thailand
and Turkey. .

While one by one the EC had to
give way, India has remained a major
focus — with some remarks of EC
officials and others in India and else-
where suggesting that the attitude
might depend on how accommoda-
tive India is to the EC views and de-

-mands on a range of issues in the

Doha round.

The European Commission’s orig-
inal findings and decision to impose
countervailing duties on cotton-type
bed linen imports (involved in this
particular case) were taken and is-
sued on November 28, 1997. The EC
at that time had also imposed such
duties on imports from Pakistan and
Egypt.

All the textiles and clothing prod-
ucts and their imports and quotas on
them were governed by the Multi-
fibre Agreement, which expired
when the WTO came into force, but
with old quotas and other arrange-
ments continuing under the ATC,
with a phasing out of quota arrange-
ments (at a pace more or less deter-
mined by the importers) and all

pd ANTI-DUMPING DUTIES / India-E.U. Bed-Linen Dispute - |

of dispute settlement

r
quotas phased out by December 31, (
2004. This put into some perspective
the long period of protection from
imports that the textiles and clothing
industry had enjoyed under GATT- )
sanctioned derogations, and the ten-
year lengthy period for removal of ’
protection after the WTO, and the si- \
multaneous use of the anti-dumping
investigations and duties. \

By the time the disputes were tak-
en up, panel rulings were given, and
some of its erroneous findings set
aside by the appellate body, and the |
DSB (Disputes Settlement Body)
adopted the recommendations, it |
was March 12, 2001, and the EC was |
to implement it by August 14, 2001 (a |
date set by mutual agreement among |
all the parties). A principal issue in- |
volved in the findings of dumping, “
and the margin of dumping related
to what in technical jargon is called |
‘zeroing’ for establishing the margins |
of dumping.

In the subsequent actions taken by \
the EU to implement the ruling on |
January 28 and April 22, 2002 — 5-9 |
months after the agreed period for |
implementation — the EU terminat- |
ed the anti-dumping measures '
against Pakistan and decided not to |
extend those against Egypt when the |
previous order expired on January |
28, 2002. }

The ‘investigations’ against India
on the basis of original facts were
continued, and findings given in
April 2002 for continuing the duties,
whereupon India got a compliance
panel set, which ruled against India
and on at least one part of the ruling,
the AB has set aside the panel ruling.

In terms of the Indian case against
the EC over the cotton-type bed lin-
en case, and the AB ruling, and the
legal issues raised, the EC undertook
an investigation of complaints of
dumping by exporters from India |
and examined, not all the imports !
but hose from five enterprises, found
3 to be dumping and 2 (with 53 per |
cent of the exports) as not dumping, |
and concluded all exports from India
were ‘dumped’, and applied the
‘margin of dumping’ in the three
cases to all the imports, and then le-
vied anti-dumping duties on those
investigated and found to be !
dumped and the others also.
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WTO: Dust on the road to Cancun

By Sushma Ramachandran

w09
HE REQENT mini-ministe-
rial confeérence of the World

Trade Organisation in Tokyo

not only failed to clear the
air but probably raised more dust
than expected in the run-up to the
full fledged WTO ministerial confer-
ence at Cancun in September. For
the official delegation led by the new
Commerce Minister, Arun Jaitley, it
was a chance to test the waters on
critical issues such as agriculture,
TRIPs and public health and the
controversial “Singapore” issues.
Though the conference was reported
to be deadlocked, it would have been
unrealistic to expect any consensus
at this early stage. It was more an
opportunity for developed and de-
veloping countries to come to grips
with differing stances on the key is-
sues and try to present their own po-
sitions as forcefully as possible. As
the WTO is all about negotiations,
various blocs and groups were able
to identify which of the key players
could support or oppose them in
what has been described as the Do-
ha Development agenda.

Any discussion on the Doha agen-
da would be incomplete without a
mention of the key role played by
former Commerce Minister, Mura-
soli Maran, at the last ministerial
conference. Despite the dismissive
approach of many here who felt his
aggressive posturing was not re-
quired and did not yield dividends
for India, the reaction has been far
different abroad. Even the seasoned
European Commission negotiator,
Pascal Lamy, reportedly told jour-
nalists in confidence that he would
have taken the same approach as
Mr. Maran had he been in the same
position.

Ultimately, the question has often
been asked as to what Mr. Maran’s
contribution was to the negotiating
process for this country. It hinges
largely on the insistence that “expli-
cit” consensus is needed to discuss
the Singapore issues of transparency
in procurement, trade facilitation,
investment and competition policy.
The inclusion of the significant word
“explicit” led to the entire WTO con-
ference being stalled till the devel-
oped countries agreed on this draft.
In international draft agreements,

the fate of nations hangs on such ap-
parently trivial changes. It must be
recalled that it was the failure of de-
veloping countries to stall the inclu-
sion of the so-called trade related
intellectual property rights (TRIPs)
that has led to a paradoxical situa-
tion now when a multilateral trade
body debates the issue of patents
which should actually have nothing
to do with the WTO. It was the failure
on this front that made the South
react far more vociferously when the
North sought to introduce the “so-

infrastructure. This is not, however,
an issue that needs to be discussed
at a multilateral trade forum. As for
investment, the issue has been dis-
cussed at length at various multilat-
eral fora and even the rich man’s
club, the OECD, has'not been able to
reach any consensus or conclusion
on a multilateral investment agree-
ment (MIA). Even if such consensus
had emerged, the South is clear that
investment is not an issue for a trade
related organisation though the is-
sue of an MIA is recurrently raised by

For developing countries, the Tokyo conference
proved a good opportunity to gauge the extent to
which the U.S. and the E.U. will push forward for

acceptance of their respective proposals.

cial” clause, bringing labour into the
WTO fold. India has been in the fore-
front of countries opposing this at-
tempt and insisting that labour
issues rightly lie in the purview of the
International Labour Organisation
(ILO).

The WTO is thus sought to be
made into an omnibus body tackling
virtually all aspects of economic ac-
tivity in the garb of globalisation.
While the original aim of having a
rule-based organisation to resolve
international trade issues was laud-
able, it has metamorphised into a gi-
ant amoeba-like creature covering
all aspects of the economy. The Sin-
gapore issues, for instance, have
nothing to do with trade. Transpar-
ency in government procurement is,
simply put, purchases by sovereign
Governments for their own use.
While transparency is a desirable
aim in purchasing, ensuring that ail
government procurement is put up
for global bidding does not promote
the cause of globalisation or liber-
alisation. It has more to do with ev-
ery country’s own corruption index
and the entry of foreign players is
not likely to improve the level of
transparency.

Similarly trade facilitation is a
laudable aim and a country like In-
dia seeking to raise the volume of
trade undoubtedly needs to improve

W= FHINDD

developed countries. Equally, com-
petition policies have little to with
trade agendas.

In other words, the so-called Sin-
gapore issues are yet another at-
tempt by developed countries to
hijack the agenda of the WTO and
expand it beyond all proportions. It
was to subvert this process that Mr.
Maran insisted on “explicit consen-
sus” which meant that all countries
must agree to include Singapore is-
sues on the WTO agenda before any
discussion can take place.

It was this apparently small tex-
tual alteration that enabled the pre-
sent Commerce Minister to use the
term “explicit consensus” as a crow-
bar to open up the controversy over
these issues at Tokyo. Initially, Mr.
Jaitley was able to push the unpalat-
able Singapore issues to the tail end
of the agenda and then succeeded in
highlighting their unsuitability for
inclusion in a multilateral forum.
Immediate support was forthcoming
from the rest of the developing
world.

In this context, it must be pointed
out India still seems to retain its aura
as a natural leader of the developing
world at fora like the WTO negotia-
tions. Despite the fact that the coun-
try’s economy does not have the
impact of China, smaller nations es-
pecially in Africa lacking in infras-
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tructure for the complex WTO
negotiations still rely for support on
India. Realistically, it must be recog-
nised that when the crunch comes,
they can be won over by sops offered
by developed countries. But they
have realised the importance of ne-
gotiating jointly and African and Ca-
ribbean countries have become a
bloc to be reckoned with ever since
the Seattle conference.

Though like all countries, they all
look for their own advantages, In-
dia’s reputation for taking a princi-
pled stand and sticking to it has
given it an enhanced status at the
last two ministerial conferences. It
was no wonder then that the Indian
delegation had many requests for bi-
lateral talks from other developing
countries to finetune the negotiating
approach in the run-up to Cancun.
While the media may be insisting
that the Tokyo conference has failed,
for developing countries it proved a
good opportunity to gauge the ex-
tent to which the U.S. and the E.U.
will push forward for acceptance of
their respective proposals. India, like
others, has to take the approach that
will yield it most benefits. [t may find
it more fruitful to ally with the U.S.
on the agriculture issue as the E.{j is
reluctant to bring down subsidies,
but may find the E.U. more amena-
ble on the TRIPs issue. As for devel-
oping countries, India has found it is
clearly aligned with Brazil, a large
pharmaceuticals producer on TRIPs
while many others would be allies on
the tricky issue of industrial tariffs.

In regard to India’s own initia-
tives, it will have to push hard for
opening up of services and the crit-
ical issue of movement of natural
persons, an area of tremendous ad-
vantage for this country. Just as the
developed world has sought to open
up markets of the South, the move-
ment of natural persons will also
have to be opened up for India and
other countries with a large pool of
technically qualified manpower.
Many other issues have to be taken
up but what is of utmost importance
is that India becomes even more vig-
orous than at Doha in protecting its
own economic interests at the coy-
ing Cancun ministerial conferefice.

-



‘WTO members divided
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‘over farm trade

\%y P.S. Suryanarayana\’( 9 /681 this conte%t,gim lementation

SINGAPORE, FEB. 15. India today
called for the implementation
of the development agenda” in
the ongoing world trade nego-
tiations within the given time-
frame”. With this agenda, al-
ready set out at the relevant
Doha ministerial conference of
the World Trade Organisation,
serving as the compass for
weathering the turbulence of
the negotiations on global com-
merce, New Delhi pressed for
greater market access in the
non-agricultural arena and ex-
pressed reservations about the
proposed contours of market
access for countries like India in
the farm sector.

India’s position was outlined
by the Commerce and Industry
Minister, Arun Jaitley, at the
three-day ‘mini ministerial con-
ference” of the WTO that began
in Tokyo last night. The Union
Agriculture Minister, Ajit Singh,
also participated in the discus-
sions.Trade Ministers from 22
select countries of the WTO, be-
sides the WTO Director-Gener-
al, Supachai Panitchpakdi, are
attending the Tokyo meeting.
The members were sharply di-
vided over the farm trade and
other issues but agreed to keep
the dialogue going. In a broad
sense, the general consensus
was that the draft proposals on
farm issues, circulated on the
eve of the latest meeting, could
serve as a tatalyst” for negotia-
tions as distinct from the only
definitive basis for talks. This
substantive development is un-
derstood to have been facilitat-
ed by the interventions of the
Japanese Foreign Minister, Yo-
riko Kawaguchi.

Mr. Jaitley told the WTO’s in-
ternal caucus that India tannot
accept the view that issues of
concern to developing coun-
tries are less important than
other issues or that there is a
. hierarchy of issues in the WTO”.

The WTO agreements, accord-
ing to him, tonstitute a set of
rules for facilitating trade” and,

issues relate to perceived imbal-
ances and asymmetries in the
rules”. He sought to refute the
criticism of some developed
countries that the developed
bloc was raising tactical ques-

tions rather than matters of

substance in regard to issues of

Special and Differential (S&D) *

Treatment and certain other
aspects.
In his interventions on non-

agricultural market access, Mr. .

Jaitley drew attention that no
progress had been made, on ac-
count of tesistance from the de-

-

veloped countries”, as regards a .
check-list of critical interest to .

the developing states. He men-

tioned in particular the oper- -

ationalisation of Article 15 of

the WTO Anti-Dumping Agree- |
ment as also the Agreement on |,

Customs Valuation.

The modalities of negotia-
tions on market access in the
non-farm sectors should pro-
vide for a more flexible tariff
protection” that could, among
other purposes, help the devel-
oping countries maintain tariffs
for revenue purposes on a spe-

cial-need basis as already rec-
ognised in the relevant Doha

Ministerial Declaration. For In-
dia, now on a trajectory of au-

tonomously liberalising its tariff .

structures, the 'development
aspect”” would be vital in formu-
lating the modalities of non-
farm market access. Asserting
that India is not prepared for
any dilution of the (overall) Do-
ha Development Agenda”, Mr.
Jaitley said New Delhi was Wil-
ling to be proactive” in talks on
market access in certain areas
of the services sector.

On the farm trade parleys, the v

Minister noted that the latest .

draft in focus had addressed

some of the problems articulat- -

ed by the developing countries.
However, other concerns too
would need attention, and India
would look forward to "further
constructive negotiations” with
a view to “safeguarding the in-
terests of farmers”.
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Cruc:IaI WTO meet

AMITI SEN
NEW DELH), FEBRUARY 7

THE General Council
meeting of the World Trade
Organisation (WTO), sched-
uled for next week in Geneva,
will be of special significance
to New Delhi as two important
reports related to implemen-
tation of trade-related intellec-
tual property rights (TRIPs)
and public health and special
& differential  treatment
(S&DT)will be submitted and
discussed at the meet.

Otherissuestobe takenup
at the meeting on February 10-
11 include the report of the
chairman of the trade negotia-

tions committee, work pro-

gramme on siall economies,
attendance of NGOs in discus-
sions and the requests for ac-
" cession of Iran and Ethiopia.
According to experts, there

are chances of the long pending
TRIPs and public health issues
being resolved this month.
‘While New Delhi had accepted
the draft agreement framed by
the TRIPs Council, Washing-
ton had opposed it saying the

» agreement should be limited to

8§ £ 2003

to discuss TRIPQ“”
9

ag)us andlife-threatening
diseases. The Doha Declara-

tion had fixed December 31,
2002, as deadline for sorting
outtheagreement.

The Committee on Trade
and Development would pre-
sent its report on S&DT in
pursuance of paragraph 12.1
of the Doha ministerial on im-
plementation issues. The
panel had been instructed to
identify those S&DT provi-
sions that are already manda-
tory in nature and those that
are non-binding, and to con-
sider the legal and practical
implications for the developed
and the developing countries
of converting these measures
into mandatory provisions.

1t has also been asked to
consider in the context of the
work programme adopted at
Doha, how S&DT may be in-
corporated intoe the WTO
rules. Unfortunately, for the
Third World, not- much
progress has been made on
this. The discussion on atten-
dance of NGOs will be impor- -
tant given the fact that pressure
from such groups especially
the US, hasbeen growing, -
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‘Make Doha Development

By P.

HYDERABAD, JAN! 8. In a fervent
appeal to make the Doha Devel-
opment Agenda (DDA) a suc-
cess, the Director-General of the
World Trade Organisation
(WTO), Supachai Panitchpakdi,
has said the process of multi-lat-
eralism must be kept alive for
the good of all nations.
Speaking at the plenary ses-
sion on “Build Up: The Road to
Mexico” at the partnership sum-
mit and at a press conference
later, he emphasised that the
‘Doha Work Programme’ could
only be completed if Cancun
(Mexico) meet in September
was successful. “If this round
fails, we all fail, and all lose in
terms of multi-lateralism, glob-
alisation and liberalisation”.
Though the Doha meet
agreed that current negotiations
should be concluded by January
1, 2005, he felt inclined to wrap-
up the negotiations soon and
suggested that the summer and

Reddy

ed as the ‘closure period’, as
many nations would be having
elections after that.

The 2003 spring would have
deadlines in negotiations on
agriculture, services and market
access, for non-agricultural
products. By May 2003, agree-
ments on improvements and
clarifications to the Dispute Set-
tlement Undertaking (DSU)
wiould be required, he pointed
out.

“ The DDA is unlike other
rounds and we have to come to
a final agreement, otherwise it
will mean failure and missed op-
portunities and will impair mul-
ti-lateralism, he warned. Asked
what would be the situation if
negotiations fail, he replied that
it would create a strong negative
impact against the credibility of
the WTO, though he did not an-
ticipate it happening.

India must stay in the rounds
(negotiations) and contribute to
the process and search for re-
solving issues. ‘It should not un-

v Agenda a success’ ¢ ¢

Terming the outcome of the
year-long DDA negotiations as
“mixed”, he said there was a cer-
tain unevenness in the progress.
Issues left unattended at Singa-
pore and Doha needed to be dis-
cussed. and progress on all
fronts was needed to fulfill the
agenda. :

Dr. Supachai said the three is-
sues of TRIPS, Subsidies and
Duties, and Implementation re-
lated issues, will get his priority
over the next few months.

On TRIPS, he said the only ar-
ea of difference remaining was
interpretation of the Doha
Agenda. He was confident every
country would agree on a hu-
manitarian aspect. .

Members must give a push to
the negotiations and ensure all
areas move forward in a bal-
anced way, and India stood to |
gain by engaging positively in :
trade negotiations, India was
not selling out, but becoming a
major player by which it had op-
portunity to reap considerable

autumn of 2004 should be treat- derestimate itself, he said. benefits.
T =00



