COMPETITIVE PRESSURES
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he WTO's Hongkong Min-
Tisterial confirms ‘that it is

childhood’s end for deve-
loping countries (DCs). The idea
that they should be routinely
accorded special and differential
treatment (S&DT) by rich
OECD economies is rapidly be-
coming passé; so is the thesis
that S&DT should continue
until DCs are able to compete
on an equal footing. Going too is
the practice of “linear”, item-
wise, tariff cuts for DCs — to be
replaced by another method.
This one penalises the more pro-
tectionist from among the DCs
by mandating that they should
undertake the deepest tariff cuts
(using the so-called “Swiss For-
mula”). On the way out, too, is
selective access to OECD mar-
kets via the generalised scheme
of preferences (GSP). And gone,
finally, are the days when DCs
mainly -exported raw materials
like minerals, or agricultural and
plantation products. Nowadays
the south is deep into exports of
manufactures, a trade category
that accounts for 60 per cent of
total overall international com-
merce.

Reciprocal market

That sort of competitiveness
—- albeit only of some - would
also explain why, in WTQO’s post-
GATT dispensation, the OECD
has been so eager to pull the
carpet from under the DCs’ feet.
The GSP is a good instance of
that, with competitive econo-
mies (like China’s) being “gra-
duated” out of the scheme. If
asked, however, OECD mem-
bers explain that they want all
DCs to be exposed to competi-
tive' pressures just like the ones
they had once had to face. DCs,
therefore, get no better than
most-favoured-nation (MFN)
treatment from OECD eco-
NOMI€Es NOw.

But, beyond such overt altru-
ism, the OECD members are
aiming for reciprocal market
access to DC markets. They have
been hankering after that des-
pite being themselves loathe to
open up their agricultural mar-
kets for imports; nor have they
taken the necessary steps to stop
subsidising agro-inputs, or done
away with export credit-at below-
market rates. True enough, Bru-

The author is a freelance contributor

Yes, a while ago, we (the scien-
tific. community) did hear of
perceived threats to institutions
and routine security checks were
carried out. But then, nothing
happened. so the fear of an
attack receded. But then, such
an attack can happen even .in a
public: marketplace. — Mr CN
Rao, scientific adviser to the
Prime . Minister, asked’ if he
believed that scientific institutes
had become a little complacent
OTl security issucs.

*

I remember his face well. He
sprayed- at least 20 bullets. I
thought he was using an AK-47.
People -rushed towards him. to
sce what was happening. I
screamed my Tungs out, trying to
tell them rto get back to the
auditorium. ‘But by then I was
shot. — Mr Vijay Patil, lab assis-
tant who was an eye-witness to
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Developing Countries Feel The Pinch

By SOUMYA KANTI MITRA

ssels has promised to terminate
such subsidies; but that is an
open-ended commitment. Final-
ly, even in services, OECD busi-
nesses would much rather out-
source so that they did not have
to countenance competition and
high wages at home!

These Northern pathologies
were writ large during the
WTO’s Hongkong Ministerial of

13-18 December — and now-
here more so than in the OECD
idea that DCs should employ the
so-called “Swiss Formula” to
render their markets more
accessible.

Resurrected from GATT’s
Tokyo Round days, the basis of
the formula is that the more
protectionist of the DCs should
be forced to slash tariffs by a
bigger extent than others who
had lower rates to start off with.
More important, the non-linear
Swiss Formula will entail painful
adjustments for DCs. That holds
even for DCs that have tradit-
ionally been more open; even
their economies have certain
sectors that wili have to face im-
portant adjustments, while reve-
nue losses (from customs) will
hit official revenue streams.
Other short-term hurdles would
include job losses, output falls,
and even perhaps the current
account going into deficit
territory!

Touch and go

Exploring three tariff-cutting
scenarios (graded “ambitious”,
“moderate” and “flexible”),
Unctad recently found that 12.5
per cent was the weighted
average of DC import tariff rates

the -attacks on scientists in
Bangalore.
*

1 will not fight elections. I will
not indulge myself in power
politics anymore. — Mr Atal
Behari Vajpayee.

: *

The communists have been
undermining democracy in West

— a figure that would plummet
to 3.4 per cent if the “ambitious”
scenario got implemented. (Fail-
ing that, the “moderate” and
“flexible” tariff-cut scenarios
would yield tariffs of six per cent
and 9.2 per cent respectively).

A lowering of the tariff rate
such as the above can raise wel-
fare and exports over the long
run, says the study. But it would

be touch and go: welfare gains
may lie between $41-69 billion
while exports grow by 2.1-4.3 per
cent; but there would also be
instances wherein export growth
is matched (or more than offset)
by import growth. The “mode-
rate” scenario says, for instance,
that exporis from China (and
Hong Kong) would be 10 per
cent higher, but puts their
import growth at 12.5 per cent,
or even higher! Likewise, India’s
exports would grow by 19.7 per
cent, but imports would jump by
21.1 per cent ~— and so on! Only
in some very few cases, like
Brazil’s, would import growth
lag export growth, yiclding an
incremental surplus in the cur-
rent account. As for the fall in
customs revenue, the paper
warns that there would be a 50
per cent fall in takings if the
‘ambitious’ variant of the Swiss
Formula were to be used.
Going country-wise then,
Unctad had concluded that
“ambitious™ tariff cuts would
lead to a 51 per cent decline in
tariff revenue (amounting to $32
billion) for China along with
Hong Kong. India would lose an
even larger proportion, i.e., 63
per cent of its $12.9 billion
takings of customs revenue. And

Bengal chief minister.
*

We have to stop use of plastic
carry-bags before the problem
spirals out of control. — Mr
Buddhadeb Bhattacharjee.

*

Qur institutions — from our
Parliament and ‘legislatures to
our courts and distribution

Bengal. They don’t systems -— have be-
believe in demo- come pervaded with
cracy. — Mr LK n _ corruption. — Mr
Advani. e NR Narayana Mur-
* n[n“nn thy, chairman of
CPM is so despe- Infosys Technolo-
rate to-put the Op- gies.
position in trouble with the help *

of the police, that even I may be
charged. — ‘Mr ABA Ghani
Khan Chowdhury.

*

‘I do not think I will live long
but before I die I want to see the
CPI-M defeated. — Mr Siddh-
artha Shankar Ray, former West

Those who talk of two power
centres do not know what they
are talking about; we share a
strong relationship. -—MTrs
Sonia Gandhi, referring to Dr
Manmohan Singh and herself.

*

I have gone through the

Brazil would lose 64 per cent of
$5.6 billion in revenue.

Such revenue losses would be
the highest under the “ambi-
tious” scenario, but losses would
be significant even under the
“moderate” and “flexible” sce-
narios. So, every one of the three
scenarios would occasion serious
(and painful) short-term adjust-
ments. Unctad also cautions that
there may be significant job
losses in certain economic sec-
tors. The G-20 therefore has
asked rich countries to cut tariffs
by about 54 per cent while re-
quiring poor ones to-cut by 36
per cent at most. The group also
asks OECD governments to cut
up to 80 per cent of their “trade-
distorting domestic support” to
achieve a fairer global trade
system. But the jury will be out
on that until after spring; that is
when the finishing touches will
be given to all the deliberations,
resolutions, offers and counter-
offers that have been generated
by the Sixth Ministerial.

Export subsidies

Finally, the most significant
development of the Hongkong
meet surely was the manner in
which countries of the South —
a disparate group at the best of
times — were united during
what they felt was the worst of
times. One witnessed the G-20
becoming the G-110. And it was
their weight of opinion and
purchasing power that finally
impelled the OECD to agree to
eliminate export subsidies for
farm products by the year 2013.
They agreed also to offer tech-
nical assistance to poor coun-
tries, and to eliminate export
subsidies on cotton by 2006-end.

True enough, the DCs on their
part did not feel up to a further
opening up of their service
sectors to service providers from
the North. But that was less of a
principled stand on their part,
and more of an irked reaction to
the slothful pace of trade libe-
ralisation in the sector which is
the DCs’ forte — agricultural
goods.

So, despite it all, one might

feel like just about agreeing with .
WTO Director-General, Pascal .

Lamy’s comment that “Seattle
was about shrinking the WTO.
Cancun was about sinking the
WTO. Hongkong was about
rethinking the WTO”.

Centre’s proposals. I told them
to talk to the trade unions, but
even I can say these are just not
acceptable.. ~— Mr Buddhadeb
Bhattacharjee, on labour re-
forms proposed by the Centre.

*

Pandit Nehru was a colourful
personality.  Just because his
name was linked to  Lady
Mountbatten, it does not reduce
his contribution in politics. No
political party should now flaunt
the high plank of morality. —
Editorial in Saamna, BJP
mouthpiece, on the Sanjay Joshi
CD issue.

*

Every Tom, Dick and Sou-
mitra (Chatterjee, actor) has
voiced an opinion. — Peter
Roebuck, cricket writer, on the
reactions following Sourav.Gan-
guly’s exclusion from the Indian
team.



Hailing Hong Kong, completing Doha

Kamal Nath may take the lead and call a mini-ministerial conference to complete the modalities of negotiations, now
that the LDC demands have been effectively addressed or are on the way to being addressed, says Arvind Panagariya

ONTRARY to the doom and

gloom scenarios advanced by

many, the WTO ministerial

conference at Hong Kong con-
cluded successfully on December 18,
2005, making significant progress to-
wards completing the Doha Round. True,
the conference did not produce dramatic
results. But that was just as some among
us had predicted: with the final round of
negotiations still a year away, few accom-
plished negotiators could be expected to
put their best offers on the table.

Two key factors explain why the fail-
ure to achieve progress in agriculture at
Cancun turned into success at Hong
Kong. First, having learned from its mis-
take at Cancun, where ithad made com-
mon cause with the European Union,
the US chose to forge partnership with
developing countries at Hong Kong. Be-
cause the US has a strong comparative
advantage in agriculture while the EU
lacks it, developing countries with com-
parative advantage in agriculture were
its patural allies. On one hand, the tactic
helped persuade developing countries
that the US was genuinely interested in
agricultural liberalisation and on the
other hand it intensified pressure on the
EU toliberalise.

Second, the grouping of 20 larger de-
veloping countries known as G-20, ini-
tially formed at Cancun to counter the
US-EU alliance, came of age at Hong
Kong. While the G-20 naturally used its
leverage to promote the interests of its
membership, it also worked construc-
tively to advance the negotiations.

Thus, early during the conference, led
by ministers Kamal Nath of India and
Celso Amorim of Brazil, the G-20 joined
hands with the grouping of 90 smaller
developing countries known as G-90
and successfully negotiated duty and
quota-free access for the products of the
50 least developed countries (LDCs) into
developed country markets. Later, inan
important act of leadership, minister
Nath broke ranks with Brazil and with
China on his side, went on to support the
reasonable EU demand that the date for
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the end to agricultural export subsidies
be set at 2013 instead of 2010. That sup-
port provided the necessary balance to
clinch the deal on exports subsidies.

The Hong Kong conference has mov-
ed WTO members significantly closer to
a final Doha agreement. In addition to
agreeing to end agricultural export subs-
idies by 2013, the member countries ha-
ve made progress on tackling domestic
agricultural subsidies. They have agreed
to create three tiers of countries whereby
the EU, which is by far the biggest user of
such subsidies, will be required to make
the deepest cuts; the US and Japan, the
next largest users of the subsidies, will be
subject to the next deepest cuts; and the
remaining countries will be subject to
the smallest cuts. While the final agree-
ment is to be reached on April 30, 2006,
under the current proposals, the cuts for
the EU are expected to be in the 70-80%
range and for the US and Japan in the
53-75% range

On market access in agriculture, the
member countries have agreed to base
tariff cuts on four bands defined accord-
ing to the existing level of tariffs with

SASIKUMAR

deeper cuts applied to higher tariffs.
Precise modalities meaning threshold
levels of these bands and the extent of
the cuts are to be negotiated by April 30,
2006. On market access in non-agricul-
tural products, the member countries
have explicitly adopted the Swiss for-
mula that would cut higher tariffs more
and lower tariffs less. Again, the modal-
ities meaning the precise levels of cuts
are to be negotiated by April 30, 2006.
There has been less progress in services
but even here deadlines have been set
for the submission of the offers.

KEY achievement of the confer-

ence has been to address several
demands of the LDCs. For example, de-
veloped countries have agreed to open
their markets for 97% or more products
on a duty-free basis to them. The LDCs
will also not be required to undertake
reciprocal tariff cuts in any products.
while trade economists question the
advisability of both these measures as
ways to assist the LDCs, they remain in-
tensely popular with the latter. The con-
ference also made significant progress

towards “aid for trade” for the LDCs.

These achievements notwithstand-
ing, hard bargaining at Hong Kong has
left developed country leaders uni-
formly sceptical that the Doha Round
can be brought to a successful conclu-
sion. The risk is that this scepticism can
become self-fulfilling. That will be sad
for developing countries including In-
dia, which have fought hard to give the
negotiations their current shape.

Thus, at Doha, late commerce minist-
er Murasoli Maran had valiantly fought
against the inclusion of the Singapore is-
sues — investment, competition policy,
government procurement, and trade fa-
cilitation — into the negotiating agenda.
With that objective achieved except for
innocuous trade facilitation issue, the
round is now squarely focused on trade
liberalisation that produces win-win ba-
rgains. Considerable progress has also
been made on trade liberalisation front
along the lines sought by India and oth-
er developing countries. A failure at this
juncture will not only wipe out these
gains, it will also strengthen the hands of
the US and EU labour lobbies’ that may
then return with vengeance with their
self-serving and damaging demand for
the inclusion of labour standards into
the WTO.

With LDC demands effectively addre-
ssed or on the way to being addressed,
the larger developed and developing co-
untries such as the US, EU, Japan, Brazil,
China, India and South Africa must now
focus efforts on completing the modalit-
ies of negotiations. They must quickly
getdown to the business of putting prec-
ise numbers on the agreed upon bands
and associated magnitude of liberalisati-
on of domestic subsidies and market acc-
ess. Given the progress already made as
summarised in the annexes of the Hong
Kongdedaration, this is a task well with-
in reach. Minister Nath may even wish
to take the lead and call a mini-ministeri-
al conference in New Delhi to complete
this crucial step in the negotiations.

(The author is a professor at Columbia
University)
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India at Hong Kong: more give than take 1, -

C.P. Chandrasekhar

UDGING BY the rhetoric, it was a tri-

umphant return. Commerce Minister

Kamal Nath arrived from Hong Kong,

after attending the sixth ministerial
meeting of the WTO, to declare that a “grand
coalition” (G110) of the poorer countries had
helped secure a favourable agreement. In partic-
ular, in his view, the Hong Kong agreement pro-
tects the interests of India’s farmers. Elsewhere,
Indian negotiators have claimed that India has
not given too much in the two other critical areas
of non-agricultural market access and trade in
services.

Those less optimistic about what the Hong
Kong declaration offers developing countries
and critical of the role played by India and Brazil
in the final stages of the Hong Kong negotiations,
would see the Commerce Minister as claiming
too much too early. Too early because, as expect-
ed, the declaration is still a framework and leaves
most of the modalities for determining the ex-
tent of trade liberalisation by various members
in the different areas largely unspecified. Too
much because the framework extracts little by
way of liberalisation from the developed coun-
tries in agriculture, while paving the way for
substantial liberalisation of the markets for
manufactures and services in developing
countries.

Few would deny that nothing illustrates the
unequal nature of the previous round of global
trade negotiations than the persistence of mas-
sive levels of protection and support for farmers
in the Organisation for Economic Co-operation
and Development. Yet, the developed countries
had already extracted substantial concessions in
the area of agricultural trade in the “July Frame-
work” of 2004. That document had signailed
acceptance of the continuation of the Blue Box
(which was to be phased out by the end of the
Uruguay Round implementation period) and al-
most completely ignored the problem of “Box
shifting” or transformation of trade-distorting
support into forms conveniently defined as non-
trade-distorting. The only issues up for negotia-

CARTOONSCAPE

It is in the areas of non-agriculture markets
access and services that developing countries,

led by Brazil and India, have given too much #9
even at this near-framework stage.

tion were the extent of and timeline for import
tariff and domestic subsidy reduction by differ-
ent members and the date and modalities for
elimination of export subsidies on agricultural
products.

Even here the Hong Kong declaration has
little by way of finality. Its major “advance” is the
acceptance by the European Union that export
subsidies would be phased out by 2013, as op-
posed to the demand that this should be done by
2010. From the point of the EU this is really no
concession at all. It currently offers support
equivalent to around 90 billion euros under the
Green, Blue, and Amber Boxes, whilst trade dis-
torting export subsidies amount only to around
3 billion euros. In any case, a substantial reduc-
tion in these export subsidies had been envi-
saged as an integral part of the current phase of
reform of its Common Agricultural policy, which
was to be completed by 2013.

On other agricultural issues, the declaration
reiterates the need to work out the modalities
for reduction of tariffs and domestic support and
agrees that these will have to be “non-linear” in
the sense that those currently providing greater
domestic support and imposing higher import
tariffs will have to make larger reduction com-
mitments. This it does by specifying that coun-
tries would be included in one of three and four
“bands” respectively, when defining the extent
of domestic support and tariff reduction. But the
exact details of the reduction are yet to be nego-
tiated. If the Hong Kong declaration is any in-
dication, it is unlikely that these reductions
would go beyond current offers by the United
States and the EU, which relate only to “bound”
(not actual) levels and are therefore unlikely to
involve significant, if any, cuts in support.

VR

Faced with these circumstances, Indian nego-~
tiators have implicitly argued India’s interests in
agriculture are not aggressive, or focussed on
expanding exports, but “defensive,” in the form
of protecting domestic producers from interna-
tional competition. Their claim is that the coun-
try’s defensive interests in agriculture have been
advanced by three Hong Kong “gains”: the EU
“concession” to phase out export subsidies by
2013; the agreement that developing countries
will have the flexibility to “self-designate” an
“appropriate” number of agricultural products
as Special Products, which would not be subject
to tariff reduction commitments; and the recog-
nition of the “right” of developing countries to
take recourse to a Special Safeguard Mechanism
to deal with either import surges or sharp price
declines in particular agricultural products, the
“precise arrangements” for which have to de-
fined after further negotiation. In sum, India,
along with other developing countries, has com-
mitted to providing greater market access for
agricultural commodities, in return for minor
concessions from the EU and the U.S,, with the
caveat that an as yet unspecified number of spe-
cial products will be exempted from significant
tariff reduction and additional tariff protection
can be resorted to against an import surge.

It is necessary to recall that in the period
between the July (2004) framework and the
Hong Kong Ministerial, there were two kinds of
concerns. The first related to the intransigence
of the EU with regard to significantly reducing
the protection and support offered to their pro-
ducers, which was threatening to derail the Doha
Round. The second was the expectation that if
and when EU did make any concessions, and the
U.S. and the EU reached an agreement, the de-
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GENUINE QUESTON Now ?
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mands they would make of the developing coun-
tries in the areas of non-agricultural markets
access and services would set up a new stum-
bling block. The first concern has been resolved
by virtually letting the EU off the hook. Where

&We on the second?
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It is here that developing countries, led by
Brazil and India, have given too much even at
this near-framework stage. In the area of non-
agriculture market access, a contentious issue
was the degree to which developing countries
would have to give up their right to protect
domestic firms in order to build and strengthen
their domestic industrial base and face the
threat of deindustrialisation by opening up their
markets to imports of industrial goods. The
thrust of the developed countries was to demand
that all industrial tariffs have to be bound in all
countries except the Least Developed (LDCs)
and these bound tariff levels must over time
converge across countries and products. The de-
veloping country position was that this amount-
ed to ignoring the implications of international
inequalities in industrial capacity and the pol-
icies adopted by the developed countries them-
selves in earlier phases of their industrial
history. Despite this, the declaration signals
agreement on a non-linear Swiss Formula that
would harmonise tariff levels by ensuring larger
cuts in the case of higher tariffs. Though there is
recognition of the need for less than full reci-
procity in reduction commitments for devel-
oping countries, the acceptance of a Swiss-type
formula paves the way for harmonisation over
an as yet unspecified time period.

Services sector setback

The setback for developing countries is true of
the services area too. Services negotiations man-
dated by the Uruguay Round, with no binding
commitments in a reciprocal request and offer
process in self-selected areas, are still in their
early stages. Rather than continue with this
process and assess its implications when com-
pleted, the drive has been to accelerate the pace
of liberalisation services by mandating sectoral
negotiations in key areas such as finance, tele-
communications, distribution, education, postal
services and computer and business services.
The intention clearly is to get developing coun-
tries to open domestic services markets and ac-
cept a set of rules in each of these sectors that
will allow foreign investors the same rights as
local suppliers. Further, to increase the pressure
to liberalise all services areas, there has been an
effort to push for plurilateral negotiations in
addition to bilateral ones.

In the draft declaration that went to Hong
Kong, Annex C, which argued for accelerating
the liberalisation of services, was bracketed, im-
plying that there was no agreement on the area.
In a surprising development the whole of Annex
C has now been unbracketed, albeit with some
changes. In particular, the reference (in a foot-
note) to the attachment to the contentious Re-
port of the Chairman to the Trade Negotiations
Committee in connection with sectoral and
modal objectives is accompanied by the state-
ment that the attachment has no legal standing.
But the inclusion of Annex Cin the declaration is
a signal that developing countries are now will-
ing to engage in sectoral and plurilateral nego-
tiations, though Cuba and Venezuela have
formally expressed their reservations on the is-
sue. Reports have it that India’s role in mobilis-
ing developing country support for the inclusion
of Annex C, driven by a misreading of its own
interests, was crucial.

In sum, even at this framework stage, devel-
oping countries have given too much for little in
return. Needless to say, the exact levels of gains
and losses would be clear when the modalities
have been fully worked out. But using the near
impossible deadlines that have been set for fina-
lising these, the threat of being identified as
responsible for the collapse of the Doha Round
would be leveraged to ensure that the trend set
by the declaration would be strengthened in any
final agreement that is forged.

(The writer is Professor, Centre for Economic
Studies and Planning, Jawaharlal Nehru Uni-
versity, New Delhi,)
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WTO and watch **

QUEEZING SOMETHING pro-
ductive out of a jamboree of
posturing is not easy. The World
Trade Organisation ministerial
in Hong Kong can claim it has, but only
just. Leaders are flashing one accom-
plishment in capital letters: a promise
by rich nations to phase out agricul-
tural export subsidies by 2013. This
was a perfect issue on which to coa-
lesce. Poor nations and NGOs were
against them. As were half the rich na-
tions. Only the European Union was
ready to keep export subsidies on the
books. It was a trade distortion well
past its expiry date. The only com-
plaint: eight years is a long time.
The trickier judgment is to ask
whether too much was conceded in re-
turn. The promised industrial tariff

cuts may prove meaningless. And for- -

ward movement in trade in services
was non-existent. The developing world,
led by the'G-20 with the unwieldy G-110
in tow, declared victory. WTO chief Pas-
cal Lamy went along with this, saying,
“We are tilting the balance in the WTO
firmly and steadily in favour of the de-

veloping nations.” India is among those
wwe put a rose between its teeth.

On the face of it, the Hong Kong agree-
ment was better matched to the inter-
ests of Africa than to those of India.
The size and nature of India’s agricul-
tural exports are such that farm export
subsidies are a sideshow. Second,
though plenty of domestic industrial
houses are happy with fuzziness on in-
dustrial tariffs, this won’t promote the
development of a competitive manufac-
turing sector. The Ambassador car did
well thanks to tariffs, but India’s car in-
dustry did not. Finally, where India is
genuinely competitive is services. This
is one trade area where India’s interests
are closer to the North’s than the
South’s. The failure to pry open this
trade area is a setback.

But trade veterans know WTO nego-
tiations go better if everyone can go
home and claim victory Hong Kong
gave many developing nations, includ-
ing India, this rhetorical prize. With
any luck this will mean that countries
that played demolition derby at Hong
Kong will be more inclined to brick and
mortar-laying at the next ministerial,
paving the way for a successf
pletion of the WTO’s increasi
tracted Doha round.

THE HIDUSTAN TIMES



No easy way out as Hong Kong II looms

After a week of trench warfare, the idea of a spring trade pact looks far-fetched. »o-"
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EAN-PAUL SARTRE famously said that

hell is other people, and after six days at
the trade talks in Hong Kong you could see
his point. Were Sartre writing Huis Clos (No
Exit) today, he would probably set it at a
World Trade Organisation ministerial meet-
ing, with negotiators snapping and snarling
at each other, day after day, but making no
apparent advance.

As a French intellectual, Pascal Lamy, the
WTOQ’s director-general, knows a thing or
two about Sartre. For Mr. Lamy, the fact that
his members are still talking meant Hong
Kong was a success — of sorts. He was terri-
fied that the meeting would be another Seat-
tle or Cancun, and it was not. But in all other
respects, the meeting was a failure.

The notion that Hong Kong would be a
staging post to an all-but-final deal by the
end of April looks far-fetched after the
trench warfare of the past week. None of the
big issues — agriculture, industrial tariffs, or
services — was advanced, and the so-called
package of special help for developing céun-
tries proved to be an exercise in cynicism by
the developed world.

Take the agreement to allow the very
poorest countries to export their products to
the West, duty-free and quota-free. The Eu-
ropean Union pushed this very hard, per-
haps because it already has such a
programme up and running under the Ev-
erything But Arms deal. Although the least-
developed countries (LDCs) account for a
tiny fraction of world trade, the United
States and Japan insisted that duty-and quo-
ta-free could not apply to all products. As
Adriano Soares of Action Aid put it, this
means that Bangladesh will be able to export
all its non-existent nuclear submarines to
the U.S, but not the textiles that make up
more than 80 per cent of what it sells
overseas.

The deal for LDCs was supposed to be an
early Hong Kong harvest — a sign of goodwill
from the West to set a positive tone for the
rest of the talks. No such galvanisation took
place. All that the endless wrangling
achieved was to expose the hollowness of the
notion that the talks launched in Doha four
years ago constitute a development round.

The whole point about the concept of a
development round was to redress the legiti-
mate grievances of developing countries fol-
lowing the end of the last batch of
negotiations between 1986 and 1993. The
Uruguay Round was so biased in favour of
the EU and the U.S. that poorer countries
vowed they would not sign up to a new set of
liberalisation talks unless their interests
were given special attention. In particular,
they demanded real cuts in the protection
granted by Brussels and Washington to their

5 n nFr 2008

conference in Hong Kong - PHOTO: REUTERS

farmers. It became clear in Hong Kong that
any notion of a “round for free” for devel-
oping states was not remotely on the table.
The Americans offered the four cotton-pro-
ducing West African nations a minor con-
cession — an end to export subsidies — but
were less forthcoming about the vastly more
significant handouts that Washington gives
to southern U.S. farmers when the world
price falls.

Peter Mandelson, Europe’s Trade Com-
missioner, was refreshingly frank about his
mercantilist approach. It would be politi-
cally untenable, he said, for Brussels to give
way on agriculture without getting some-
thing in return. The whole point about a
negotiation was give and take. Brazil, India,
and some of the other bigger developing
countries could not expect to gain access to

THE Hing,;

the EU market unless they were prepared to
concede ground on industrial goods and ser-
vices. With the French and Irish determined
to defend European farmers’ interests, Mr.
Mandelson’s negotiating approach was, per-
haps, understandable. But so was the argu-
ment of Brazil’s Foreign Minister, Celso
Amorim, that developing nations were being
told to pay Europe for something it was
supposed to do anyway.

The EU also sought to drive a wedge
through the developing world by seeking to
differentiate between countries that were
really poor and those that were not. In other
words, Brussels had no demands of Benin,
but it was not prepared to give a free ride to
Brazil. But as the campaigning World Devel-
opment Movement pointed out, even “ad-
vanced” developing countries have

/l/dl Y
problems of poverty and inequality that
would be inconceivable in Europe, and so to
brand them as quasi-developed is nonsense.
In India, for example, 80 per cent of people
live on less than $2 a day.

Developing countries certainly don’t
share all the same economic interests, but
one feature of Hong Kong was the willing-
ness of the non-developed world to band
together in the G110 — comprising all WTO
member-states apart from the advanced
countries of Europe, North America, and
Japan. While Washington and Brussels
would love meetings to be conducted in the
old manner — carving up a deal between
them and foisting it on everyone else — the
reality is that the WTQ’s dynamics have
changed.

The new political reality will become evi-
dent if Tony Blair manages to convene his
special trade summit in the New Year, which
would include the leading wealthy and de-
veloping states. The feeling in Downing
Street is that trade is now too big an issue to
be left to Trade Ministers, and that if the
Doharound is to get anywhere, people with a
more strategic perspective must be involved.
As one official put it, there is a case for saying
that it would be in the interests of the West’s
counter-terrorism and immigration policies
to be more generous to poor countries, but
that sort of trade-off is not one that is recog-
nised by negotiators at WTO meetings.

Mr. Blair is disappointed Britain’s twin
presidencies of the G8 and EU have ended on
such a discordant note. More importantly,
however, the expiry in mid-2007 of the U.S.
fast-track mandate — under which trade
bills are presented to Congress on a take-it-
or-leave-it basis — means there is real pres-
sure to get a move on.

It is hard, however, to envisage this round
of talks being completed early next year,
even assuming that a special summit can be
convened. It is clear that the WTO is a dys-
functional organisation and, unless its 150
members are happy to settle for the lowest
common denominator, it will take years to
complete this round. It should then be the
last. Donald Johnston, the secretary-general
of the Organisation for Economic Cooper-
ation and Development, made one of the
more useful contributions to Hong Kong
when he said countries may need to abandon
the mercantilist thinking of “I'll only give
you this if you give me that” and recognise
that the interests of everybody may be ad-
vanced by individual states being brave
enough to go it alone. But that’s for the
future.

Meanwhile, the unfinished business from
Hong Kong means we could be in for a Hong
Kong 2 in the spring. —©Guardian News-
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DEAL STRUCK: Pascal Lamy, Director-General WTO, Rob Portman, U.S. Representative and WTO Chairman John Tsang share a few words at the

“Statement betrays poor countries’

“A profoundly disappointing text; akin to rubbing salt into a wound”

closing session of the sixth World Trade Organisation ministerial conference in Hong Kong on Sunday. The 149-member WTO adopted a
compromise text that opens a way to an overall accord. - PHOTO: AFP

HONG KONG: Anti-globalisation
agencies on Sunday condemned a
draft statement set for adoption
by the World Trade Organisation
(WTO) as a betrayal of the poor,
as world trade talks moved to-
wards a close.

The modest statement set to
be adopted later on Sunday al-
lows agricultural export subsi-
dies to be scrapped by 2013, as
demanded by the European
Union, rather than 2010, as
pushed by the United States and
key developing nations.

It makes little progress on oth-
er issues key to developing coun-
tries.

While the G20 group of devel-
oping nations reluctantly accept-
ed the proposal, saying it would

® Minority interests put before needs of the poor

» Rich countries' protection of their textile industry
disastrous for African producers

& Greenpeace calls on developing countries to reject text

give some credibility to the pre-
viously stalled trade talks, non-
governmental organisations at
the Hong Kong meeting took a
harder line.

“This is not a deal, it’s a fraud,”
the head of ActionAid’s trade
justice campaign, Aftab Alam
Khan, told AFP.

“Poor people can’t wait anoth-
er eight years for an end to E.U.

exports subsidies. The offer
means that, yet again, minority
interests are put before the
needs of the majority of the
world’s population.”

International aid agency Ox-
fam said the draft deal failed to
deliver on the promise to help
developing countries that was
the central tenet of the Doha
round of trade negotiations four

years ago.

Minimal access

Oxfam’s trade campaign chief
Phil Bloomer said rich countries
had conceded minimal access to
their agricultural markets while
opening up the sensitive indus-
trial and services sectors of de-
veloping nations.

“This is a profoundly disap-
pointing text and a betrayal of
development promises,” Mr.
Bloomer said.

Under the draft deal, devel-
oped countries have agreed to
provide duty-free and quota-free
market access for at least 97 per
cent of the exports from the
poorest countries.

However, the International

Confederation of Free Trade
Unions (ICTFU) said the fact
that rich countries would still be
able to protect key products such
as textiles was a disastrous result
for African cotton-producing na-
tions.

“This latest development is
akin to rubbing salt into a raw
wound; things for African coun-
tries are bad enough as it is,”
ICFTU general secretary Guy
Ryder said.

Environmental group Green-
peace called on developing coun-
tries to reject the text but said
they were likely to cave in to |
pressure from the more powerful
rich nations in order to avoid
being blamed for the collapse of
the Doha round. — AFP
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“China keeps a Iow-proflle

' at trade negotiations '

EV CHATTERJEE
HONGKONG, DECEMBER 18

HINA may be one of

the world’s biggest

economies, but any

question to a Chinese
official on the developments at
the current global trade talks in
Hong Kong will be met with a
stony sitence.

But analysts say this silence is
understandable. “They do not
want to antagonize the big players
like the US and Europe to which
they are exporting the maxi-
mum,” says economist Sid-
dhartha Roy. “But at the same

time, they want all the concessions which
the developing world is demanding in the

current round,” he adds.

Indian commerce minister
Kamal Nath agrees. “In almost
all the matters relating to the
developing world, China is sup-
porting us,” He says.

China’s strategy, incidentally,
at the World Trade Organisa-
tion talks is exactly the opposite
of India’s. While India and
Brazil have taken an aggressive

stance and are quoted widely in the inter-
national media, China hasbeen keeping a
low-profile — it is yet to address a single
news conference at the Hong Kong talks.

WTO
HONG RKONG

Chinese commerce minister Bo Xilal, who is leading

100-strong Chinese delegation. The country
is yet to address a single news conference at the
Hong Kong trade talks.

Incidentally, it is officials from the In-
dian delegation who give details about the
Chinese stance in the negotiations than
the Chinese themselves.
And if Indian delegates
having access to the Green
Room (where the big dad-
dies usually negotiate) are
to be believed, China sup-
ports India in almost all the
key demands made by them
in terms of agriculture, mar-
ket access and services sec-

HUDDLE

tor.

Rather than taking a hardline posture
during the meeting, the 100-strong Chi-
nese delegation, led by its commerce min-

ister Bo Xilai, prefers to take a&md

which basically goes in this form: the

WTO talks should not divide the de-

veloped and developing worlds fur-

ther.

. *“China is highly interested in this
trade talk reaching somewhere,” says
an analyst. “It will be the biggest ben-
eficiary from both sides. Besides, it is
taking a lot of interest in bilateral
talks between governments,” "he
adds.

With $100 billion as trade surplus
expected this year, China is today
one of world biggest players in the
global trade, along with Europe and
the US. As there is so much of stake
in the current round for China to

keep its economic momentum intact, it is

therefore not surprising to find the Chi-
nese delegation keeping mum.,

In the past, the US and EU had criti-
cised China on some details of the imple-
mentation of its WTO commitments, es-
pecially on intellectual property rights.
Besides, this summer’s textile row with
Europe is still fresh in the minds of Chi-
nese officials.

With the developed world putting
mote pressure on China — which be-
came a WTO member in 2001 and since
then has implemented some far-reaching
steps on opening up its markets further
— small wonder that China prefers to
keep await and watch strategy.
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ises draft

Farm export subsidies to be eliminated

N. Ravi Kumar

HONG KONG: Trade negotiators at
the sixth ministerial conference
of the World Trade Organisation
on Sunday finalised a draft
promising the elimination of all
forms of agricultural export sub-
sidies by 2013 and allowing con-
cessions to developing countries
on reduction of industrial tariff.

The draft, approved at the
concluding session of the minis-
terial, brought cheers to India
and its industry. Commerce and
Industry Minister Kamal Nath
said: “India welcomes the draft
that sets the course of the devel-
opment agenda.”

Concerns about the six-day
conference — which saw the ce-
menting of unity among the de-
veloping and least developed
countries, round-the-clock in-
tensive deliberations and violent
protests by those opposed to the
WTO — not delivering anything
concrete were sorted out when
the second revised ministerial
draft was accepted with minor
changes.

Among other things, the draft
decided on 2013 as the deadline
for the elimination of all forms
of export subsidies and “disci-
plines on all export measures
with equivalent effect. This will
be achieved in a progressive and
parallel manner, to be specified
in the modalities, so that a sub-
stantial part is realised by the
end of the first half of the imple-
mentation period.”

Mr. Nath said the agreement
on the elimination of export sub-
sidies would help protect Indian
farmers from unfair competition
in the domestic market even
while opening up new opportu-
nities for the export of agricultu-
ral products.

The ministerial draft allowed
the developing countries to de-
clare an appropriate number of
Special Products — that would
remain outside the ambit of the
tariff reduction formula — on a
self-selection basis. It also pro-

vided for a Special Safeguard
Mechanism under which the de-
veloping countries would be able
to raise their import duties on
agricultural products in the
event of a surge in their imports
or a fall in their prices.

Industrial tariff
Stating that the modalities for
the implementation, on the

agreements, would be finalised
next year, Mr. Nath said the draft
took note of the ABI (Argentine/
Brazil/India) formula for reduc-
ing industrial tariffs. The three
nations recommended a multi-
ple co-efficient Swiss formula
based on each country’s tariff av-
erage.

According to an official com-
muniqué: “A clear instruction to
focus on reduction of tariffs, es-
pecially tariff peaks and escala-
tion, on products of export
interest to developing countries
has been included in the
declaration.”

It had been ensured that flex-
ibilities for developing countries
would be included in the final
package. This reinforced the
Paragraph 8 provisions of the Ju-
ly framework agreement (on Do-
ha Round) allowing the
exemption of a specific number
of tariff lines from formula cuts.

Services

On services, Mr. Nath said the
policy space essential for devel-
oping countries had been fully
preserved. It had been decided
that discussions in Geographical
Indications and Biological Di-
versity would be further intensi-
fied so as to be completed by
June 30.

Fears about the second draft
getting stuck on oppositions
from some African countries on
issues concerning cotton were
allayed when Karan Bhatia, dep-
uty trade representative of the
U.S,, told media that the U.S. and
five African countries had “just

now concluded” negotiations on
cotton.

THE HINDU
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Protests rocks HK,

n

P
VIKAS DHOOT

HONG KONG | DECEMBER 17@\0,

S A revised draft téxt
A:): the current WTO
eet Ministerial decla-

ration was released in Hong
Kong today, anti-WTO pro-
testers escalated their tirade
to violent levels close to and
around the Hong Kong Con-
vention Center, where nego-

" tiators from the 150 member
countries continue to thrash
out issues.

Protesters even managed
to break into the venue, insti-
gating the police to an-
nounce a curfew
inthearea.

In the draft
text hammered
out today, the
core contentious

eaders around the world, in-

chuding PM Manmohan
Singh, and has called for a
meeting of world leaders to
resolve the issues facing
global trade and save the
Doha Development Round
from utter failure.

Though India’s key agri-
cultural concerns of food and
livelihood security have been
incorporated in the draft
text, the India’s key demands
on industrial tariffs and ser-

vices were not explicitly inte-

grated into the text. The di-
lution of India’s stand on
services in the text is not a big
problem, say an-
alysts, but the G-
90 nations have
expressed serious
concerns and
may veto the

issue of generous 2/ rext.
subsidies  ex- WTO Sy The draft text
tended by the EU language, in typi-
~and the US to HGNG KBNG cal WTO fashion,
their  farmers HUDDLE is very ambigu-
continued to be ous on most as-
evaded. Even pects. Trade ana-
setting the end date for one lysts said that the biggest
of the pillars of these agricul-  concern for India in the draft

tural subsidies - export subsi-
dies — a key demand of de-
veloping countries including
India and Brazil was not
agreed upon, with the EU
and the US continuing to
blame each other for the
stalemate.

In fact, Brazilian Presi-
dent Luiz In cio Lula Da
Silva has written to political

would be the lack of concrete
language on flexibilities in
the area of industrial tariffs.
If accepted in the current
form, the days of protection
for Indian industry could be
numbered.

Representatives from the
Indian chambers of com-
merce urged Commerce and
Industry Minister Kamal Nath

curfew at centre

(" Halfway house in WTO draft declaration

to reject the present draft on
Non-Agricultural Market Ac-
cess, as it failed to correctly
reflect the concerns of devel-
oping countries. Nath called
the draft text a step forward,
but said he would press for
improvements at  the
marathon all-night negotia-
tions to begin late tonight.
On the unresolved impor-
tant issue of TRIPS and the
Convention of Bio-diversity
that has dragged on for over 8
years now, Nath said that
“We are up against a wall of
obduracy in a handful of our
developed country partners.”
The expectations from the
Hong Kong meet were low to
begin with. But even the few
gestures that were expected
to provide an impetus for
continuing negotiations have
not come from the developed
world. EU Trade Commis-
sioner Peter Mandelson’s as-
sertion over the last few days
that he came to Hong Kong
with ‘empty pockets’, turned
out to be more than a tactical
ploy as at about 3 am last
night, he told other negotia-
tors that he had no mandate
to offer anything beyond
their original proposals.
Mandelson himself con-
ceded there are problems with
the draft text, but remained
firm. “It lacks balance and is
not what we hoped for. We ex-
pect to be put under pressure
tonight on export subsidies.
We will defend our interests.”
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Modest progress at Wio talks ..

Developing nations, EU seek 1mprovement in the draft declaration

HONG KONG: The WTO trade talks
on Saturday made modest pro-
gress on the thorny issues of
farm subsidies, industrial tariffs
and an LDC package, but India
and other developing nations as
also rich ones like the EU sought
improvement in the draft decla-
ration to reach at least a wa-
tered-down deal.

As anti-globalisation protes-
ters sought to storm the confer-
ence venue in the most violent
demonstrations during the talks
so far, negotiators from 149
countries came out with a draft
text that proposes to end farm
export subsidies either by 2010
or by 2013.

The 44-page draft, however,
remained silent on the end date
for finalising the modalities.

The text gives two dates for
ending export subsidies — 2010,
and the other five years after the
implementation of the agree-
ment, which starts in 2008. This
clause will give rich nations time
till 2013 to phase out subsidies.

The draft will undergo more
changes following the meeting of
heads of delegations and green
room discussions, before the
Ministerial declaration is final-
ised.

For India, the text had some
positive elements though it also
had some “serious flaws”, Com-
merce Minister Kamal Nath
said, while pitching for improve-
ments in the text.

The draft provided some relief
to developing countries, as it has

preventegl developed countrigs,
from shifting subsidies from one™
... box to another.

It also suggests eliminating
cotton subsidies next year — a
key demand of poor West Afri-
can countries.

India has said there were
some areas of satisfaction but
there were many “unsatisfacto-
ry”’ areas.

He sought improvement in
the draft to meet developmental
concerns such as inclusion of
“less than full reciprocity” and
Special and Differential Treat-

Ho-

PUTTING HEADS TOGETHER: Brazilian Foreign Minister Celso Amorim chats with Commerce Minister Kamal Nath at
a G20 press conference at the World Trade Organisation meetings in Hong Kong on Saturday. - PHOTOQ: AFP

ment as a standalone provision
in market access on industrial
goods to ensure that poor na-
tions have to make less steep
cuts than developed countries.

India also wanted the tariff re-
duction formula to be reflected
in the draft. Mr. Kamal Nath also
sought serious negotiations on
Trade-related Intellectual Prop-
erty Rights and the Convention
on Biodiversity to check bio-pi-
racy and protect traditional
knowledge of indigenous com-
munities.

The G-20 group of developing
countries, of which India is a key
member, described the draft asa
“micro step” forward in the

THE Hing,,

trade talks.

The European Union said the
draft declaration ‘“lacked bal-
ance” andwas.“not upd its ex-
pectations.”

The Least Developed Coun-
tries said: “We want a meaning-
ful agreement... We will not be
duped by any ambiguous use of
the English language. We will
not be a part of any attempt to
disguise failure,” LDC coordina-
tor and Zambian Trade Minister
Dipak Patel said at the Heads of
Delegation meeting.

Protesters, police clash

Anti-riot police forces were
deployed in huge numbers in the

city, turning it into a citadel of

sorts.

Anti-globalisation protesters,
mainly frett the relical Sou.)
Korean farmers’ group, broke
the barricade after clashing with
security personnel, forcing the
authorities to call in thousands
of riot police and making nearly
half the city out of bounds for
vehicles. Even the delegates at
the conference had to walk kilo-
metres to find any transport
with roads full of police person-
nel in riot gear.

Shouting slogans like ‘Down
with WTQ’, the protesters
clashed with security forces
forcing them to use baton, pep-

per spray and tear gay to dis-
perse them. There were some
reports of injuries, though the
police did not givesany numbers.
With just one more day left for |
the meeting to end, anti-riot po- .
lice in boats and helicopters
were on regular patrol, as they |
fear that some protesters may |
try to enter the conference ven- ‘
ue from the harbour side. |
Barricades have been built on ‘
main access roads to the Con- |
vention Centre from the desig-
nated protest zone— PTI

Another report on Page 9

i
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~eDraft LDC text out

HONG KONG, Dec. 16. — Fears of a dead-
lock over trade talks at the World Trade
Organisation (WTO) ministerial appeared to
dissipate today as the member countries
agreed upon a draft LDC (least developed
. countries) package allowing them duty-free
quota-frec market access, though trade ana-
lysts saw it as a somewhat watered down
offer.

Chief negotiators in the * green-room a
. select meeting of representatives of the vari-

ous country groupings, were “comfortable” .

with the package, under which “developed
member countries “shall, and developing
countries declaring themselves in a position
to do so should, provide duty-free and quota-
. free market .access for products originating
from LDCs on a lasting basis”.

The access is for all products originating
from all LDCs in a manner that ensures sta-
bility, security and predictability. This is in
line with the demand by the LDCs’, who
argued that thjs access should be specified to
be binding and applicable to all products and
LDCGs in the text. Developed countries, how-
ever, have called for the exclusion of these

: HONG KONG, Dec 16. -

/

in wba was seen
as a strategic move to checkmate the
-pressures of the US and the EU, devetcptng

more obligatory terms.

The draft text,,however, allows a proviso
for the developed countries, to encourage
more of them to enter this. Now, those
developed countries facing difficulty in giving
100 per cent market access to the products,
can negotiate for a lower levgl. But they
should by a certain date come' up to 100 per
cent market access. — SNS



Developing countries close ranks to counter pressure from the West

/\0

ARE CALLING
ONYOUTO

-

\‘

Commerce minister Kamal Nath (second from left) with ministers from other developing countries /

Q_\ / & \ at the WTO conference in Hong Kong on Friday. (Reuters)
7
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Doha combatants march on

S.P.S. PANNU

Hong Kong, Dec. 16: The India-Brazil-
led G20 group and the G90, which includes
the least developed countries, have forged
an alliance to ensure that development is-
sues are not sidelined by the West at the
WTO talks.

The decision, announced at a joint
press conference today, brings together
110 developing and least developed coun-
tries inthe Asian, African, Caribbean and
Pacific regions. The alliance gains signifi-
cance as the western nations have tried to
divide the developing countries by offery
ing a special trade package for least devel%
oped countries.

The move is also expected to put at rest
misgivings harboured by certain LDCs
about the G20, which the advanced coun-

ries were exploiting.

A joint statement issued by the trade

inisters of the 110 countries recalled the
dge made at Doha to place the interests

17 DFr onng

and needs of the developing countries, es-
pecially the least developed among them,
at the heart of the round. They reiterated
that agriculture is the central issue of the
development round.

The trade ministers agreed that the
round must result in the removal of dis-
tortions that inhibit exports from devel-
oping countries. Adequate policy space
for the developing countries to safeguard
the livelihood of farmers and protect in-
dustries should be in place too.

The ministers have urged developed
countries to agree to the complete elimi-
nation of export support measures to
agriculture by 2010. They also affirmed
the need for sharp reductions of trade-
distorting support to the farm sector.

While some of these countries have
conflicting interests in areas like cotton
exports, they have decided to sink these
differences for the time being and work
for the larger cause.

Commerce minister Kamal Nath said

it was a “historic moment” for the third
world and India would do its bit to help
the least developed countries.

Brazilian trade minister Celso Amor-
im said the decision was a move to bring
together nations with a common interest
to usher in an era of fair trade.

Both Kamal Nath and Amorim have
been doing the spadework fo bring the
various groups constituting the LDCs, the
African Union and the African Carribean
and Pacific (ACP) developing countries
on a common platform.

“We are not interested in outcomes
couched in disingenuous English but in
specific numbers and dates,” Zambian
trade minister and LDC convener, Deepak
Patel, said. Patel, whose roots are in India,
was referring to the quota-free and tariff-
free regime the developing countries have
demanded.

“We are seeking this in good faith and
not as part of a bargaining chip or surrep-
titious deal,” he added.

Plate full
of food &
famished

OURSPECIAL
CORRESPONDENT

Hong Kong, Dec. 16: Com-
merce minister Kamal Nath
gave US trade representative
Robert Portman and EU trade
commissioner Peter Mandel-
son some food for thought and
a lesson in grass-roots democ-
racy today with a description
of the plight of the impover-
ished peasants in his parlia-

pentary constituency,
hhindwara.
In a discussion at the WTO

green room, Nath took up the
issue of the huge subsidies
that the EU and the US were
doling out to a few thousand
farmers, while millions of
peasants worldwide were hit
due to depressed prices.

He spoke of the debt-rid-
den cotton farmers in Chhind-
wara, who were committing
suicide because of the low
prices that they received for
their crops.

Nath is being seen by both
Portman and Mandelson as
one of the major hurdiesto the
ongoing WTO negotiations.
Portman has even said that
Nath “holds the key to the cur-
rent round”.

Mandelson and Nath are lit-
erally slugging it out at the
WTO negotiations here. Man-
delson has been singling out
Nath, who seems to be enjoying
his role. “T have not come here
for a beauty contest but to safe-
guard the livelihood of 650 mil-
lion farmers,” he said when
asked why Mandelson was so
uncomfortable with him.

“Mandelson has the right
to ask for anything but I have
the right to refuse,” he
quipped.

THE TFLEGRATH
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Common
stand likely
on trade -/

WTO meet deadlocked on issues
involving agricpdture

N. Ravi Kumar \(YO"\ g \’\/

HONG KONG: An overwhelmin
majority of the World Trade Or-
ganisation members under the
G-20 and G-90 coalitions are ex-
pected to take a common stand
on the future of multilateral
trade when they meet here on
Friday.

Union Commerce and Indus-
try Minister Kamal Nath told
presspersons here on Thursday
that the meeting of the grand
coalition of 125 developing and
least developing countries was
significant as the member-coun-
tries accounted for about 80 per
of the world’s population. At the
end of the meeting, the groups
would state their common posi-
tion.

The announcement of the
1 grand coalition is expected to be
crucial for the future course of
the ongoing sixth ministerial
conference on the Doha Devel-
opment Round.

The six-day conference,
which began here on Tuesday
with what Mr. Kamal Nath de-
scribed as “Hong Kong hype,” is
deadlocked with the developing
countries insisting on firm com-
mitments from the developed
countries on reduction of farm
subsidies and elimination of ex-
port subsidies. The developing
countries have also said that
there cannot be discussion on
Non-Agricultural Market Access
(industrial tariffs) and Services
unless such commitments are
made.

Breaking the deadlock as-
sumed significance on Thursday,
even as there were some indica-
tions of a revised draft of the
ministerial declaration being
announced on Friday.

Mr. Kamal Nath said the ne-
gotiations were being carried
out almost non-stop. The under-
lying objective behind such ini-
tiatives was “put  some
movement on the text [minis-
terial declaration].” He hoped
that text should be ready by Fri-
day. The developing countries
remained steadfast in their
stand that the on agricul-
ture could-116t move without an

# Revised draft of the
ministerial declaration.
fikely

« Negotiations being
carried out almost non-
stop ‘

o India raises TRIPS Issue;
proposes amendment

offer, to them, on the Special
Products and Special Safeguard
Mechanism.

Duty-free access

On the LDCs demand for a
duty-free, quota-free access
(package) from the developed
countries, he said India support-
ed their case, even while point-
ing out the US. and Japan
wanted exceptions both in terms
of the countries and the
products.

Asked whether India would
also make a similar offer to the
LDCs, the Minister said: “We
have worked on a package, which
would be announced by next
month.” ‘

During his meeting with Igna- i
cio Walker Prieto, facilitator of |
“other issues” and Foreign Min- |
ister of Chile, Mr. Kamal Nath |
raised the issue of Trade-Relat-
ed Aspects of Intellectual Prop-
erty Rights (TRIPS) and
Convention on Bio-Diversity
(CBD). Harmonising the TRIPS
agreement with CBD was vital to
prevent bio-piracy. Such a move
would also help check misappro-
priation of the traditional
knowledge of developing coun-
tries.

India, along with several other
developing countries rich in bio~
diversity, had proposed an
amendment to the TRIPS agree-
ment.

An official release on the
meeting of the Ministers said In-
dia wanted inclusion of three
elements — disclosure of coun-
try of origin, prior informed con-
sent and benefit sharing
arrangement — in the amend- .
ment.



LDC card on
. a global
4"trade spin

Statesman News Service 9 ,6 ’ ?*' hfi 0 [

HONG KONG, Dec. 15. — The least developed countries-
(LDC) card continues to be tlashed at the ongoing World
Trade Organisation (WTQ) ministerial conclave here as the
main negotiators try to break the current deadlock in the
global trade talks in the midst of slinging matches between
the US and the EU over food aid.

As the talks entered the third day today, the L.DCs were
being championed by both the trade blocks of developed
nations through their proposals on food aid, with the US's
special LDC package having a “duty-free, quota-free™ pro-
vision overriding a larger development package by the EU.
The US also proposed 1o link the LDC package with a suc-
cessful conclusion of the Doha Round.

Trade analysts, rneanwhile, slammed the rich nations for
deploying what they termed as “constructive ambiguities”
to really make even that reduced LDC package ineffective
and non-operational as it falls far short of containing mea-
sures for an economy to ¢nhance productive capacity and
improve upon the livelihood of the poor.

“This package (LDC) is for LDCs,” insisted EU Trade
Commissioner, Mr Peter Mandelson. “This package of
measures is an add-on and not substitute for what comes
out of this round.” Maintaiming that the bulk of tariffs were
paid on industrial goods and not agriculture, he said that in
order to handle South-South trade, there was need to tack-
le tariffs and non-tarift barriers in industrial goods as much
as in agriculture.

As the LDCs themselves prevaricated on the issue of ser-
vices, a sectov of crucial importance to India. the other
developing countries grouped under G-20 and G-33 insist-
ed they had the support of the poorest nations among them.

“The G-90 (Group of 9 developing countries) have
some concerns, some vahd and some misplaced over the
services issue,” the commerce and industry minister, Mr
Kamal Nath, said. These were being talked out and the real
position explained, he said. "It is important to drive services
faster.”

At its briefing wday. the G-90 side-stepped questions on
whether it had come out with a statement on the services.
“We are examining various texts.” was all that the Mauritian
foreign affairs, international trade gnd cooperation minis-
ter, Mr Madun Dulloo, whg is-also the ACP (African,
Caribbean and Pucific grorp of States) Coordinator. was
willing to say. .
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Break the Impasse

Member-countries ed to show “\
.y, flexibility at WTO meet Gt

HE World Trade Organisation (WTO) ministerial in i

Hong Kong started on an uncertain note, with the
developed and developing world sticking to their !
well-known positions. The broad areas of dispute

are farm subsidies in the US and EU, industrial tariffs in the !
developing world and liberalisation of trade in services. Dis-
cussions over time have run into choppy waters because of
the tendency of the developed world to negotiate across
categories, instead of seeking solutions within each of the
disputed areas. The developing world has calied for ‘delink-
ing’ each of the areas as one of the first steps to keeping
negotiations on track. The Hong Kong meet should seek to
establish this principle, as clubbing of unrelated economic
categories only leads to a hardening of positions. For too
.long have WTO talks suffered because of the impasse over
farm subsidies. The developed world, which subsidises its
expensive agriculture in order to control world grain
markets, wants countries like India to slash their subsidies
as well. There is no consensus within the country on whether
this should be done. Apart from the issue of whether a i
reduction in farm subsidies will endanger livelihoods, we
need to ask ourselves whether we intend becoming big play- |
ers in the world grain trade. The Cairns group of farm and
dairy-product exporters spearheads the campaign against |
farm subsidies and tariffs. Shouldn’t we steer the WTO talks |
away from this group’s concerns, and move on to other areas?
The WTO is unpopular for being the agency of globalisa- i
tion — driving down import tariffs and exposing peoples to !
economic shocks, in the form of unviable farm prices and
industrial unemployment. By agreeing to preserve the !
status quo on agriculture, thereby reducing possibilities of :
further shocks, the countries can talk on industrial tariffs :
and services. The economic might of the US and EU dees not :
match their political might; since the inception of the WTO
in 1995, Asia has gone from strength to strength as an
economic powerhouse. The G-21 and LDCs can negotiate
on industry and services from a position of growing
confidence. That prime minister Manmohan Singh should
discuss a free trade area with ASEAN even as a WTO !
ministerial is in progress reflects a recognition of the !
emerging world economic order. The accent on regional
trade blocs should not be seen as a slight on WTO, as some :
die-hard multilateralists would have us believe. If the EU,
basically a glorified trade bloc, can exist, why not the rest? /




“Food aid hijacks other
“@%z\c iSSUCS at WTO N i‘z\\v

Statesman News Service

HONG KONG, Dec. 14.
— The face-off between
the US and the EU over
food aid at the WTO trade
negotiations here has
effectively put other devel-
opmental issues, including
elimination of agriculture
subsidies and tariffs for
- goods and services on the
backburner.
Playing their LDC (least
“developed countries) card,
the rich nations were today
bidding to outdo each
other on the contentious
issue of food-aid, which the
EU contends is another
means of subsidisation and
thus detrimental to trade.
Be it the FEuropean

" Union (EU) camp or that

of the US, or the OECD
countries’ group, the over-
riding issue is the food-aid.
This programme has been

China under fire

HONG KONG, Dec, 14—
:China was under fire today -
from the US and EU for not
doing enough to honour its
WTO commitments as
Beljing insisted it is the
developed world that needs
to do more for a fairer
global trading system.

The latest US broadside
charged China with not fully
embracing WTO principles,
falling'well short on
transparency in key
economic sectors and in
tackling copyright
violations, — AFP

launched to meet the needs
of the poorest nations in
times of dire needs.

_However, the US has been
accuised of procuring food

at half the price to flood
the poor nations. The EU,
supported by some other
countries, says no move-

-
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ment on the agriculture
subsidy issues, where India
has a major interest, was
possible  without  first
resolving this issue.

The US, on the other
hand, refuses to budge,
saying this was food sup-
plied to the poorest of
countries in emergency sit-
uation like drought and
floods.

Suggestions of giving
cash aid to allow the coun-
tries procure food at their
convenience was not prac-
tical, they feel.

Asked about the obses-
sion with this programme
at the current trade negoti-
ations, US Deputy Trade
Commissioner, Mr Karan
K Bhatia, agreed but main-
tained it was important to
focus o the three pillars of ©
agriculture — elimination
of export subsidies, elimi-
nation of domestic support
and market access.

-l a -
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India forms core group on
non-agricultural market access

Eight other developing countries are members of the group 9.

N. Ravi Kumar

HONG KONG: Taking forward its
dominant status in the multilat-
eral trade negotiation process,
India formed a core group on
Non-Agricultural Market Access
(NAMA) with eight other devel-
oping countries at the sixth min-
isterial conference of the World
Trade Organisation here.

Argentina, Brazil, Indonesia,
South Africa, the Philippines,
Venezuela, Namibia and Egypt
are the other members of the
group, which in its first commu-
nication to John Tsang, chair-
man of the conference,
underscored the need for adher-
ing to certain frameworks on
NAMA as listed in the Doha
mandate. While India chairs the
group, the co-chair is South
Africa.

“The principles of less than
full reciprocity in reduction
commitments by developing
countries, and special and differ-
ential treatment were agreed to
in the Doha mandate and remain
central to the negotiations,” ac-
cording to the communication.

The key reason for the emer-

6.

e

o India chairs the group and co-chair is South Africa

« “Developing countries should undertake lesser reduction

commitments”

gence of the group is that neither
the NAMA chairman’s progress
report nor the draft ministerial
declaration adequately reflects
the two submissions made by
the developing countries — ‘flex-
ibilities for developing coun-
tries’ and ‘reclaiming
development in the WTO Doha
Development Round.’

The communication to the
WTO, a copy of which was circu-
lated by the Indian officials at
the conference, said the devel-
oping countries should under-
take lesser reduction
commitments as compared to
the developed countries. More-
over, “the commitments should
allow for requisite policy space
to enable them to pursue their
development strategies. While
developing countries are pre-
pared to make a contribution to
the NAMA negotiations, we find
the developed countries reluc-
tant to offer their fair share.”

Noting that the Doha round
provides an opportunity to cre-
ate a more transparent, predict-
able and inclusive trading
system by substantially increas-
ing the level of bindings by all
WTO members, the group said
though the developed countries
were highly competitive in the
industrial sector, they continued
to maintain high tariff, tariff
peaks and tariff escalation on
several products. Such products
included those in which devel-
oping countries were strong in
exports.

“The unequivocal removal of
these is at the core of the Doha
mandate. In addition, there are a
large number of non-tariff bar-
riers and abuse of trade remedial
measures, which needs to be ad-
dressed.” Stating that the ambi-
tion in NAMA could not be
viewed in isolation, the commu-
nication said, “it has to be pro-
portional to and commensurate

wo- 1"
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with the contributions by devel-
oped countries in other market
access areas.

Developing countries cannot
be expected to pay for the much
needed reforms in the agricul-
ture sectors of developed
countries.”

“Important development”

The formation of the core
group is seen by experts as an
important development. Ac-
cording to Milind Murugkar,
agri-policy researcher from In-
dia, the G-20 helped correction
to a “great extent” the imbalance
in the agricultural negotiations.
However, there was no such
movement of NAMA.

The need for such a coalition
on NAMA arises especially in the
backdrop of E.U’s demand for
greater market access in the de-
veloping countries for its indus-
trial goods in exchange of any
market access for agricultural
products from the developing
countries. The formation of the
core group would give these
countries a better bargaining
power while dealing with Eu-
rope on agriculture.



World Trade Organisation talks

begin amid huge protests . . -

—
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Director General Pascal Lamy urges the trade negotiators to be open-minded

N. Ravi Kumar

HONG KONG: The sixth World
Trade Organisation (WTO) min-
isterial conference opened here
on Tuesday amid low expecta-
tions of it firming up the Doha
development round negotia-
tions, with protests by non-gov-
ernmental organisations and a
call from its Director General
Pascal Lamy to the trade nego-
tiators to be open-minded.

Marking the launch of formal
discussions amongst the Trade
Ministers of 150 countries, the
inaugural session of the meeting
was disrupted early on when
some 50 volunteers of various
non-governmental  organisa-
tions entered the heavily guard-
ed venue and raised slogans
against the WTO.

Even as many among the audi-
ence described the entry and ex-
it of the protesters as
well-organised and planned, the
protesters holding anti-WTO
banners hogged the spotlight by
timing their agitation along with
Mr, Lamy’s speech.

Peaceful demonstration

Coming into the conference
hall in a rather regulated man-
ner — through the entrance
where photographers and media
were stationed — the protesters,
including several women, dis-
persed after about 15 minutes.
This was a pretty peaceful pro-
test compared to that organised
here by those opposing the WTO
in the last couple of days in other
parts of Hong Kong.

“The banner was struck (con-
cealed) in my tummy,” said An-
uradha Mittal, pointing to the
banner proclaiming “no deal is
better than a bad deal” that was
used during the protest. An ex-
ecutive director of Oakland In-
stitute, Ms. Mittal said several
like-minded groups were part of
the protest under the banner of
“Our world is not for sale”. She
described the Doha develop-
ment agenda that is sought to be
shaped up in the negotiations

through the streets of Hong Kong on Tuesday.

“as nothing but lies ... basically it
is about lies”.

Mr. Lamy, who went ahead
with his speech even during the
protest, said: “There is a lot of

room for improvement in public
acceptance of the WTOQ, as there
igin its marketing activities. The
WTO — the crowds in and cer-
tainly outside this building will

ENEMY OF THE POOR?: Demonstrators, protesting against global trade, march

remind you with sound and
sometimes fury — is not the
most popular international or-
ganisation afound, to say the
least.” '

Noting that the protest was a
voluntary action by some 50 per-
sons, Satur C. Ocampo, presi-
dent of Bayan Muna, a NGO in
Philippines, said they went in on
their own and came out on their
own. The key reason for this, he
said, was that all the agreements
under the aegis of the WTO,
since its establishment 10 years
ago, have only favoured the de-
veloped countries and further
impoverished the poor nations.
“If WTO is about alleviating pov-
erty ... it is the reverse trend that
we are seeing,” said Mr. Ocampo,
amember of the House of Repre-
sentatives of the Philippines.

Clash outside venue

Though one of the members
of the group from Canada said
that it was the first time that the
protesters shouted slogans in-
side the conference venue, a
trade representative of an Asian
country and a regular at the
WTO meeting, however, disput-
ed it saying the protests at the
Cancun ministerial meeting
were more noisy.

AP reports:

Outside the venue, several
dozen protesters — mainly
South Korean farmers — struck
security forces with bamboo
sticks and tried to push through
a police barricade.

Riot police with helmets and
shields fended off the protesters
with pepper spray a few blocks
away from the WTQO’s meeting
venue. The scuffle lasted about
half an hour and died down as
police reinforcements arrived.

No serious injuries were re-
ported, but the pepper spray left
several demonstrators stagger-
ing in pain and rubbing their
eyes as other protesters poured
bottled water on their faces.

The protesters, who also in-
cluded Japanese, Indian, Filipi-
no and Brazilian farmers, also
burned a coffin that was used as
a protest prop during a street
march earlier in the afternoon
that police said drew 4,500
people.

A



"WTO meet begin

Consensus may not be reached on future course of multilateral trade

N. Ravi Kumar

HONG KONG: The sixth ministerial
conference of the World Trade
Organisation got underway here
on Tuesday with lowered opti-
mism about the nearly 150 mem-
ber countries arriving at a
consensus on the future course
of multilateral trade.

An indication of the possibil-
ity of a not-so-good outcome
came when WTO director gener-
al Pascal Lamy urged the mem-
ber countries to commit
themselves to the improvement
of WTO rules for it to maintain
and increase its current activ-
ities, “through the success of the
current negotiations.”

Democratic process
Addressing the-ffiaugural ses-

1!DCCLJ5

sion of the six-day meet, he said
that though it took time for WTO
agreements to be reached, the
decision-making process was
democratic. “It takes more time,
it is more burdensome and cum-
bersome, but I am convinced it
remains the best way to take de-
cisions that impact directly the
lives of billions of people,” he
said.

Members should be proud of
the “healthy and democratic
common institution ... but like
any stakeholder, you should also
look beyond your immediate
needs. You should think pro-
spectively, you should care about
the future,” he said.

Mr. Lamy’s remarks came
hours after the G-20 — a group of
21 developing countries, includ-
ing India, Argentina, Brazil, Chi-

THE HINCy
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na and Pakistan, which together
account for 60 per cent of the
world’s population — finalised
its ministerial declaration.

The group, whose members
account for one-fourth of the
world’s agricultural exports, said
negotiations on the Doha Devel-
opment round should be target-
ed at substantive and meaningful
progress in Hong Kong.

“A development round re-
quires the removal of distortions
in international agricultural
trade rules. The largest structur-
al distortion in international
trade occurs in agriculture
through the combination of high
tariffs, domestic support and ex-
port subsidies that protect ineffi-
cient farmers in developed
countries. Removing these anti-
development measures is a core

S on glum note

lé[fﬂ/

objective of the Doha round.
Agriculture is th¥ central issue,”
the declaration said.

To stand united

It said the G-20 had, from the
beginning, fought for these ob-
jectives and continued to stand
united to reach out to other de-
veloping country groups that
shared the same purpose. “We
must move in agriculture for the
other areas to move,” it said.

Elaborating on its proposals,
the declaration said:
heart of these proposals is the
imperative to ensure substantial
reductions in trade distorting
domestic support through both
reductions and disciplines.
These proposals seek the elim-
ination of all forms of export
subsidies by 2010.”

“At the !
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~Battle lines ;li‘awn on farm

&

Asha Ramachandran in Hong Kong}

Dec 13. — Trade ministers from 149
countries began their week-long negoti-
ations for an equitable multilateral
trade deal at the sixth WTO ministerial
conference today. “Be open minded, be
courageous. Enter the cave of tiger and
leave Hong Kong with a prize in your
hands, the assurance that the Doha
Development Round has a real chance
of coming to a happy end,” WTO direc-
tor-general, Mr Pascal Lamy said at the
start of the 13-18 December conference.

Mr Lamy waved a black and white
wand that he insisted was a magic wand,
while warning that there were no magi-
cal solutions to the deadlock con-
fronting the countries.

The contentious agricultural subsidies
occupied centre-stage, as developing

¢!

countries, ranged in the Group of 20
(G-20) or G-33, and the developed
countries, mainly the USA and the EU,
drew their battle lines. Hopes for an
accord at the week-long meeting have
been declining since October as
preparatory talks failed to reach a
breakthrough on the key areas of agri-
culture subsidies and tariffs.

India kept up its offensive both in agri-
culture and industrial goods and
launched a new coalition of nine develop-
ing countries to seek redress of their con-
cerns. It made it clear that developing
countries could not be expected to cut
down tariffs on import of goods from
developed nations. Despite their differ-
ences, developed and developing coun-
tries were one with the G-20 and the EU
that the modalities of the final agreement
could be completed only early next year
to wind up the Doha round by 2006-end.

subsidies

w70

Terming the ministerial as a “once in a
generation chance to enhance the global
trading system”, Hong Kong Chief
Executive Mr Donald Tsang inaugurated
the conference by reminding the partici-
pants that it would help “eliminate the
pain of poverty for millions of people liv-
ing in the poorer parts of the world”.

Protesters pepper-gassed

Over 4,000 protesters managed to break
the security cordon and approach the
venue of the WTO ministerial meeting at
the Hong Kong convention centre only to
face a pepper-gas spray from riot police.
The demonstrators, rooting the cause of
the poor farmers in the developing coun-
tries and small industries, were halted
some 500 metres from the centre.

Tough posturing at WTO meet, ;Bge 9



WTO: US positive on
W ' Hong Kong talks .

DEV CHATTERJEE
HONG KONG, DECEMBER 13

DESPITE the rigid Indian government
stand, US trade representative Rob Port-
man is hopeful that the Hong Kong minis-
terial meeting will have a positive cutcome.

"] am hopeful that India and Brazil will

. come on board... if not in this meeting then
may be later," Portman told The Indian Ex-
press on Tuesday.

He was reacting to commerce minister
Kamal Nath's statement yesterday in which
he said India will not negotiate on giving
more market access to the developed world
in lieu of them reducing their subsidies to
their agriculture sector.

"I do not think either India or
Brazil have ‘rejected’ our propos-
als. Both the countries have
shown good attitude. This is a
constructive opportunities for us
to work together," he said soon
after participating in a panel dis- -
cussion here. Trade officials from
149 countries around the world
are meeting in Hong Kong this
week to discuss how to remove
trade barriers and increase global trade.

Earlier, Portman said at the panel discus-
sion that the talks are being wrongly pro-
jected as a rich versus poor tussle. "T reject
this perception that this (tradetalks) is a fight
between rich versus poor countries, With
free trade both rich and poor countries have
gained in the past," said he.

"We should use this week to make tangible
progress. We've got to take full advantage of
this Hong Kong Ministerial, they only come
around every couple of years or so," said he.

"We need to take advantage of the meeting
to both develop an effective Least develop-
ment country, development package but
also to make progress on advancing devel-

WTO
HONG KONG
HUDDLE

IIV‘J‘A“ L

opment through ean-
ingful new market ac-
cess. Let's not lose this
opportunity this week to
make some gains on the
core negotiating areas
so that we can completc
1 the Doha round by the
RobPortman  end of next year and
make it a round that's truly worthy of its
name," he added.
The Doha round talks are knows as "de-
velopment" round in order to give fair op-
portunities to the developing countries to
develop. In order to benefit from low trade
barriers, Portman said poor countries
should invest more in roads, ports, financial
system and telecom infrastruc-
ture. "You must have good in-
frastructure to benefit from
low trade barriers,” Portman
said.
The US is the biggest trade
partner of India and Portman
said the market access to
Americais one of the lowest in
“ the world. The US, he said, is

the most open country in the
world to the products of least developed
countries."The US has its score of 6, Canada
7, the EU 15 and Japan 24. The lower score is
better, by the way. unlike when you're in
school," said he citing a World Bank moni-
toring report, which assesses the market ac-
cess given by all the countries.

Only a day before the WTO ministerial
meeting began here today, Nath hadwarned
that no other issues will be discussed in.
Hong Kong till rich countries sort out the is-
sue of high subsidies which they give to their
farmers. Compared to the US, Europe gives
more subsidies to their farmers at $49 billion
ayear. The US, incidentally, has asked Eu-
rope to reduce its farm subsidies.
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L .
“E.U. must cut farm subsidies”

India for better market access for its products, says Kamal Nath

HO"

N. Ravi Kumar

HONG KONG: On the eve f the
sixth World Trade Organisation
Ministerial conference that gets
under way here, India looks for-
ward to specific commitments
from the developed countries
and not just “a statement of good
intentions.”

These commitments should
be in the form of cuts in the sub-
sidies doled out to farmers in
developed countries and the
opening up of the market to agri-
cultural products from other
nations.

Deéclaring that the WTO
(trade negotiations process)
could not move forward without
“India being on board,” Union
Commerce and Industry Minis-
ter Kamal Nath said on Monday
that the country was keen on
measures to improve market ac-
cess to its goods, correction in
the anti-dumping law and re-

13 DEC 2005
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7/ Correction In anﬁ-'dumpinq law, removal of mtarm

e No market access on 65-70 sensitive m products

moval of non-tariff barriers.

The Minister briefed the
media after attending meetings,
including those with WTO Di-
rector-General Pascal Lamy, Eu-
ropean Union Trade
Commissioner Peter Mandelson
and Pakistan’s Trade Minister
Humayun Akhtar Khan, who is
also the facilitator for the dis-
cussions on NAMA (Non-Agri-
cultural Market Access).

India, Mr. Kamal Nath said,
was keen on better market ac-
cess for its products in which its
strengths lay, including textiles
and leather. Even while under-
scoring the need for the devel-
oped countries to reduce their
domestic subsidies, he said there

could be no compromise on 65-
70 sensitive products of India.
The country could not provide
market access in these areas.

To a question on a recent Eu-
ropean Union proposal for re-
ducing subsidies, the Minister
said the E.U. must “move for-
ward” and cut farm subsidies.
That would help India — whose
agri-products exports was $7 bil-
lion last year — in terms of better
market access.

The success of the Hong Kong
Conference depended on how
the developed countries ad-
dressed the concerns of others,
he said. The expectation from
the meeting, under the Doha de-
velopment round negotiations,

T e U

(.)’ QQ’M\/\ O

was how far it would move ... “an
inch, a step or a leap forward.”

“The Hong Kong hype should
not hustle us [the developing
countries] into content that is
not acceptable,” he said. India
would resist any effort to divide
the developing countries.

Tight security

Earlier in the day, Keith Rock-
well, WTO Director (Informa-
tion and Media Relations) and
S.Y. Tam, Assistant Director in
Hong Kong’s Information Ser-
vices Department, said elaborate
arrangements, including those
related to security, had been
made for the six-day conference.

Apart from 5,800 delegates
from the 149 member countries,
3,200 media personnel and over
2,100 representatives of non-
governmental organisations
have been provided accredita-
tion for attending the confer-
ence.
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Hong Kong summit

Meet will decide progress of Doha development round

IT IS UNLIKELY THAT ANY TRADE MINISTER
WILL ADMIT TO OUTRIGHT FAILURE OF T

S TRADE ministers of
148 countries meet at
Hong Kong for six days
beginning tomorrow
(December 13), attention shifts
as much to interpreting the out-
comes of the talks as on the talks
themselves. The former is going
to be the critical activity, engag-
ing attention long after the
meetings are over. A ‘favourable
view’ may help keep the expecta-
tions on the Doha development
round alive even if the Hong
Kong meet does not deliver on
what was expected of it as re-
cently as September (when the
negotiators began a series of pre-
paratory meetings).

FINANCIAL SCENE

One should not forget that ex-
pectations since September
have been lowered precisely be-
cause the hectic, mostly infor-
mal discussions of the past few
months have failed to break the
deadlock. A reading of two re-
cently released drafts of the
ministerial texts reinforces the
point. However, all trade talks
involve plenty of legalese and
obfuscation. Certainly the Hong
Kong talks will not be, perhaps
cannot be interpreted in clear-
cut terms of success or failure. A
verdict somewhere in the middle
will in turn lend itself to any
number of tall claims: it is likely
that every one of the 148 coun-
tries will claim success. Consid-
ering that domestic politics of
every country has a bearing on
its negotiating capacity, it is un-
likely that any trade minister
will admit to limited success
leave alone outright failure of
the trade negotiations.

Toned down expectations

Therefore it is futile to expect
a clear-cut verdict. Besides, even
in the best of times — for in-
stance, with a widely accepted
draft text in place — the Hong
Kong meet will be judged in
terms of how far it has taken the
Doha agenda forward. That is
| quite different from a scenario
where the objective is to wrap up
the entire round. Assuming of
course such outcomes can be
measured, Secretary General
Pascal Lamy made the most op-
timistic assumption in Septem-
ber when he said two-thirds of
the agenda could be wrapped up
at Hong Kong, with the remain-
ing one third completed by next
year. Since then there has been
considerable toning down of ex-
pectations and there is a strong
possibility of another ministe-

T

NEGOTIATIONS.

10 vQ(Mo \

rial meet next year to further the
agenda.

In a more optimistic scenario,
the Hong Kong meet would have
endorsed decisions on several
items of the Doha development
round in a way that would have
breathed new life into the talks .
In agriculture and NAMA (non-
agricultural market access),
there would have been decisions
on full modalities: agreements
on norms and formulae for re-
ducing import duties and sub-
sidies and a time frame for
achieving them. A roadmap
would have been prepared for
services. In addition there would
have been a package for the least
developed countries and a cot-
ton initiative for West African
countries.

For India and many other de-
veloping countries, success in
agriculture negotiations holds
the key to overall success of the
negotiations. But that is not how
some of the developed countries
view the situation. Some of them
are insisting on concessions in
market access from developing
countries to go side by side with
farm concessions.

Clear verdict far fetched

Also, it is futile to discuss
trade issues in terms of neat
compartments, one represent-
ing the developed world and an-
other the developing countries.
Even in agriculture where there
is significant convergence of
views among developing coun-

tries, there are differences as
well. And the European Union
and the U.S. differ vastly in their
approach to tariff cuts and trade
distorting subsidies in
agriculture.

Even in the area of services,
India, which favours greater
market access through bargain-
ing under the so called Mode 1
and Mode IV, has not been able
to win support from some of the
other key developing countries.
(These refer to movement of ser-
vices across boundaries with or
without movement of persons
and investment).

Looking beyond Hong Kong,
it is likely that the outlook for
multilateral trade negotiations
and the WTO itself will change,
depending on the considered as-
sessments of the ministerial
talks,

A less than satisfactory ver-
dict will further encourage
countries to enter into free trade
agreements (FTAs). Although
FTAs are not necessarily anti-
thetical to the goals set out for
multilateral trade, in the short-
run they do bring in their own
complexities in the form of pref-
erential rules and so on. Also,
there is unanimity that the ad-
ministrative powers of the WTO,
the disputes resolution machin-
ery in particular, need to be fur-
ther strengthened. That would
become a tall order if the Hong
Kong talks were seen to have
failed.

C.R.L.NARASIMHAN

LEADERS CONVERGE: Hong Kong convention and
exhibition centre, the venue for the upcoming WTO
conference in Hong Kong this week. - PHOTO: REUTERS
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"India makes fresh offer to G7

5.
Will Open Industrial Sector If US, Eu;?)pe Reduce Agri Controls

London: The Group of 7, comprising
the world’s leading industrial nations,
threw its weight behind further trade
liberalisation on Saturday, calling for
“renewed momentum” in negotiations
to prevent a breakdown in global trade
talks scheduled to be held later this
month in Hong Kong.

As finance ministers and central
bankers met here, Brazil and India is-
sued an unexpected offer of fresh con-
cessions to the leading industrialised
countries, saying they would open their
markets further to industrial goods and
services. But the offer, they said, was
conditional on the US and the European
Union (EU) further dismantling protec-
tion of their own agricultural markets.

The G7 welcomed the offer, but the
proposal exposed fresh divisions among
European countries, with Britain
speaking in favour of fresh cuts in Eu-
rope’s farm support and Francegdeny-
ing any change in the EU’s posifion.

India, which has offered a 50% cut in
tariffs on industrial goods, said it was
‘willing to undertake higher cuts
provided developed countries can
match or take higher cuts’. India said
it was ‘prepared to move forward’
offering greater market access in
services, depending on the response
of other countries. it demanded an
end to agri export subsidies and all
‘trade distorting domestic support’

WTO TREATY TALKS

Gordon Brown, chancelior of the
British Exchequer, said: “What we have
seen today is an attempt to restart trade
talks and a signal from the Brazilian
and Indian governments that they
would be prepared to move forward. But
they are looking for reciprocity from
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the%U and/America.” On Friday, Brown
made a plea for an overhaul of Europe’s
system of farm subsidies and tariffs.
This brought him into conflict with
France, which strongly defends Eu-
rope’s common agricultural policy.

John W Snow, the US treasury secre-
tary, said, “This expression of support
for progress from critical developing
countries I hope will add momentum to
the talks and help us break through the
stalemate.” He gave no further indica-
tion of how American negotiators
would respond.

Negotiators are trying to agree on a
binding global trade treaty lowering
barriers across all sectors.

In an effort to make progress at the
weekend summit in London, Brown in-
vited ministers from India, Brazil, Chi-
na, South Africa and Russia to join the
G-7 countries—the United States,
Britain, Canada, France, Germany,
Italy and J QAPAIL. NYT News Service & Agencies
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Salvaging the Doha agricul\iiﬁfal talks ,

“ The assertion that the removal of agricultural subsidies by rich countries would benefit the LDCs is false. And telling the
rich naticns that their policies hurt the LDCs would not produce the desired outcome, says Arvind Panagariya.

S THE sixth WTO ministerial

conference to be held in

Hong Kong during December

13-17, 2005 approaches, the
European Union (EU), the US and the
group of 20 mainly larger developing
countries are deadlocked over the Doha
negotiations on agriculture. Breaking
the deadlock requires dispelling several
myths spread by the press, international
institutions and non-governmental or-
ganisations. Among the myths are: rich
countries annually spend hundreds of
billions of dollars cn trade-distorting
subsidies; agricultural protectionism is
largely a rich country phenomenon;
and the least developed countries
(LDCs) are the worst victims of these
subsidies and protection.

Twice recently the New York Times has
editorialised that “developed world
funnels nearly $1 billion a day in subsi-
dies,” which “encourages overproduc-
tion” and drives down prices. The
World Bank president Paul Wolfowitz
similarly referred to developed coun-
tries expending “$280 billion on sup-
port to agricultural producers” in a re-
cent op-ed in the Financtal Times. NGO
Oxfam routinely accuses rich countries
of giving more than $300 billion annu-
ally in subsidies to agribusiness.

Astonishingly, these estimates bear
no relationship to the subsidies subject
to Doha negotiations. Instead, they
have criginated in the Producer Support
Estimate (PSE) devised and published
by the Organisation for Economic Co-
operation and Development (OECD).
The PSE includes all measures that raise
the producer price above the world
price including border measures such as
tariffs and quotas. Most economists
would find the idea of identifying such a
measure with subsidies laughable.
¢+ The economically correct measure of
subsidies that drive down world prices
must be confined to the subsidies con-
tingent on exports or output. When this
is done, the extent of subsidies turns
out to be considerably smaller than §1
billion per day. Thus, rich country ex-

port subsidies that have been so much
in news currently amount to less than
$5 billion, perhaps as little as $3 billion.

Subsidies contingent on output
(identified as “amber box” subsidies by
the WTO) are larger but not enough to
add up to $1 billion per day. Based on
the latest data available from the WTO,
these subsidies amounted to $44 billion
in 2000in the EU, $21 billion in 2001 in
the US and less than $15 billion in 1998
in Japan., Switzerland, Norway and
Canada combined. Recognising that
there have been no major cases of back-
sliding and the EU has made further
progress in decoupling its subsidies
from output, we can comfortably con-
clude that rich country domestic subsi-
dies that encourage production and
lower world prices currently are sub-
stantially below $100 billion.

By focusing exclusively on subsidies,
the media has distracted attention from
the critical fact that the most important
obstacle to agricultural trade comes
from border barriers, also called market
access measures by the WTO. And since
the developing countries are not big off-
enders on the subsidy front, this focus

SASIKUMAR

has promoted the false impression that
agricultural protection is an exclusively
rich country problem. In reality, when
it comes to border barriers, the develop-
ing countries more than match the de-
veloped countries.

MONG the latter, in 2001, the
trade-weighted average tariff was
36% in Japan, 29% in the European
Free Trade Area, 12% in the EU and 3%
in the US. Among the former, the rate
was 94% in South Korea, 44 % in India,
39% in China and 30% in Pakistan. In-
terestingly, protection in the develop-
ing country members of the Cairns
Group, which contains countries with
greatest comparative advantage in agri-
culture, is not low: in 2001, trade-
weighted average tariff was 13% in Ar-
gentina, and Brazil and 11% in
Malaysia, Thailand and Indonesia.
Rich country subsidies and protec-
tion drive down the world prices. To the
extent that LDCs import agricultural
products, especially cereals, they bene-
fit from these low prices. Rich country
protection also raises their internal
prices. Under its Everything But Arms

initiative, the EU grants the LDCs duty
free access to its market. This means the
LDCs also benefit from the high internal
EU prices they receive on their exports.

The widely cited contrary case of cot-
ton exporters is an exception rather
than the rule. The EU does not have any
cotron producers to protect so that it has
a zero tariff on cotton. The US subsidies
drive down the world cotton prices as
also the EU internal price. Therefore,
LDC cotton exporters receive the same
low price whether they export to the EU

. oranother country. Beyond cotton, the

assertion that the removal of agricultur-
al subsidies and protection by rich coun-
tries would benefit the LDCs is false.
Evenif it were true, telling rich coun-
tries that their trade policies hurt the
LDCs would not produce the desired
outcome. History offers few examples
whereby countries choose trade policies
to promote the interests of other coun-
tries rather than their own dtizenry.

Therefore, dismantling protection
would require reciprocal concessions
from partner countries rather than ex-
hortations. The US has comparative ad-
vantage in agriculture. It therefore in-
sists on within-agriculture reciprocity.
To persuade its farmers to accept deep
cuts in subsidies, it would need deep
cuts in agricultural tariffs by the EU and
G-20 including the Cairns Group of
countries. The EU, on the other hand,
lacks comparative advantage in agricul-
ture. To mobilise support for deep cuts
in its agricultural interventions, it
would require cross-sector reciprocity.
Offers in industrial goods and services
will have to be put on the table.

As for the G-20, benefits to them will
come from agricultural liberalisation and
the end to tariff peaks on clothing and
footwear by the rich countries and from
improved access to each other’s markets.
In return, they will have to offer access to
their own goods and services markets. A
bargain that benefits all those negotiating
actively, thus, exists and can be forged.

(The author is a professor at
Columbia University)
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_~WTO chief releases
draft document for

key Hong Kong

Geneva: World Trade Organ-
isation chief Pascal Lamy re-
leased his draft text on glob-
al trade talks for the WTO’s
keynote ministerial confer-
ence in Hong Kong next
month, saying it was still
open to change.

“I now intend to conduct
intensive consultations with
delegations in various for-
mats over the next few days
to see if we can improve on
this first draft,” Lamy told
an informal meeting with
representatives from the
WTO’s 148 members.

The text is meant to be the
director-general’s  assess-
ment of the state of the talks
on a new round of trade lib-
eralisation launched in
Doha, Qatar, in 2001.

However, EU trade com-
missioner Peter Mandelson
reacted skeptically, saying he
feared the draft “will not ad-
vance the trade reform talks
as it is”. “There is progress
in agriculture, even though
we need further commit-
ments from our partners.
However, this progress is not
matched in industrial goods
or services,” Mandelson said
in a statement.

“This lack of balance is a
real problem which needs to
be addressed at Hong Kong.”

Lamy and top negotiators
have already resigned them-
selves to watered down tar-
gets for the meeting in Hong
Kong from December 13,
amid continuing deadlock on
the two key areas, the extent
of cuts in agricultural sup-
port and import tariffs, and
the opening of industrial
markets.

The talks have been blight-
ed by cross-cutting disagree-
ments between the European
Union, the US, the G-20
group of developing nations
including Brazil and India,
and other smaller farm trad-
ing nations, on the details of
a barrier-busting deal and

talk:

i\
the extent of \concessions
each side must make.

The draft text merely as-
sembles reports already pub-
lished by the chairmen of
the negotiating groups on
farming and Non-Agricul-
tural Market Access
(NAMA), adding an
overview reaffirming the
members “full commitment”
to the objectives set out in
Doha. It also reiterates their
“resolve” to “conclude the
negotiations launched at
Doha successfully in 2006”.

“We emphasise the central
importance of the develop-
ment dimension in every as-
pect... and recommit our-
selves to making it a mean-
ingful reality,” the text reads.

Commonwealth chief Don
McKinnon this week warned
that developing countries
could walk away from the
trade talks.

Rich countries needed to
be willing to give more than
they get from the deadlocked
negotiations, McKinnon said
ahead of the Common-
wealth’s 53-state summit.

“This text is not balanced,
there has to be improvement
in agriculture and NAMA,”
Brazilian diplomat Clodoal-
do Hugueney commented.

In its current form, the 41-
page draft cannot form a ba-
sis for negotiations between
trade and commerce minis-
ters in Hong Kong and Lamy
hopes to shape it up by then,
trade sources said.

A formal meeting of the
WTO’s trade negotiating
committee with all members
is also on the agenda for
Thursday and Friday.

“There is some margin for
manoeuvre,” a source close
to the WTO said, outlining
the possibility of an agree-
ment on the principle of a
three-band formula pledging
greater cuts in farm subsi-
dies by countries that pay
out the most support.are



“India not to
T\ W\
compromiise
at WT0 meet

NEW DELHI, N3 25\~
India will not compromise
on the issue of agricultural
subsidies in the forthcoming
WTO ministerial conference
at Hong Kong, as it feels it is
a stand alone issue und that
no trade off on this issue will
ever be acceptable, the com-
merce secretary, Mr SN
Menon, said today.

Meanwhile, commerce
and industry minister, Mr
Kamal Nath, told the
Commonwealth heads of
government meeting (CHO-
GM) at Valetta, Malta, that
Commonwealth countries
must harmonise and recon-
cile their position in the
World Trade Organisation
{WTO) negotiations.

As many as 30 top CEOs
from al} parts of the world
met at the round table in
Malta’s Presidential Palace.
The CEO from India was
Mr Rahul Bajaj, who is also
the co-chair of the
Commonwealth Business

Council. — SNS //
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" Flu, WTO dominate APEC

the summit, globalisation and American policies

Busan: Leaders from
across the Asia-Pacific re-
gion opened their annual
summit on Friday where
they were expected to en-
dorse an agreement aimed
at reviving stalled global
free trade talks, and pledge
unity in efforts to combat
bird flu and terrorism.

The leaders are set to en-
dorse a statement agreed
upon earlier this week by
APEC ministers that aims
to foster progress in World
Trade Organisation talks
set for next month in Hong
Kong.

That statement acknowl-
edged “considerable diver-
gences” and said “a clear
roadmap” must be estab-
lished if the current so-
called Doha round of WTO
talks is to succeed.

Earlier on Friday, the
presidents of Chile and
Mexico defended bilateral
and regional free trade
agreements as good for
their economies, but em-
phasised that the ultimate
goal remains a strong mul-
tilateral trading  system
based on the WTO.

Underscoring the trade
agenda, China and Chile
signed a free-trade agree-
ment on APEC’s side-
lines—the first between
the Asian giant and a Latin
American country. China’s

Commerce Ministry de-
scribed it as “a new histor-
ical milestone” that would
promote close cooperation
between Beijing and Latin
America. :
“It is essential that the
leaders be able to put all pf
our political will and to in-
struct the negotiators that
it is necessary to succeed,”
Chilean President Ricardo
T.agos told chief executives
at a gathering held along-
side the APEC summit.
Mexican President Vi-
cente Fox told the execu-
tives that APEC must
“come up with a very solid,

strong voice” ahead of the
WTO’s Hong Kong meet-
ing. But there was also
pessimism about what can
be accomplished.

“It’s not being melodra-
matic to say that unless
there is a very significant
shift in the attitude of
some countries, we are not

* going to have a successful
Doha trade round,” Aus-
tralian Prime Minister
Johm Howard said. He
named the EU and Japan
as holdouts on lowing agri-
cultural subsidies.

In their own statement
to be endorsed as the “Bu-

Bush raises Myanmar
issue with ASEAN leaders

Busan: President Bush met Southeast Asian leaders on
Friday to urge them to use their influence on the mili-
tary junta in Myanmar, which Washington said this
week was one of the world’s “worst regimes” on human

rights and free speech.

But the top ASEAN bureaucrat said ahead of the
meeting that the fresh bid get Asian leaders to pressure
Myanmar to accelerate democratic reforms would not
persuade the group to change its non-confrontational
approach towards the regime. On the sidelines of the
APEC meeting, US secretary of state Condoleezza Rice
told reporters that Myanmar’s junta was “one of the
worst regimes in the world” for its record on human
rights and free speech. Bush this week named China
and Myanmar as countries that “still have not taken
even the first steps towards freedom.” ap
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de Agreement

san Declaration”, the lead-
ers will give their support
to free trade and also ex-
press strong concern about
the threats of terrorism
and bird flu, accordingtoa
draft of the document.

“Terrorism remains as a
menacing threat to our
world and we condemned
terrorist acts that not only
took thousands of lives but
have also been aiming to
destabilise the security of
the region,” it states.

On the sidelines of
APEC, leaders are also
holding separate meetings.

Bush met on Friday
morning with Southeast
Asia leaders to underscore
US interest in the region—
one of the battlegrounds
in the fight against terror-
ists. He also met with Russ-
ian President Vladimir
Putin and other leaders.

‘No Apec,
No Bush!’

Busan: About 4,000
antiglobalisation and
anti-US demonstrators
marched on Friday to-
wards a summit of Asia-
Pacific leaders to press
their grievances against
free trade, led by angry
farmers who claim open
markets are jeopardis-
ing their ability to sur-
vive. .
Friday’s protests were
peaceful as they got un-
der way in several parts
of the city The two
largest demonstrations,
consisting of thousands
of people each, joined
forces as they marched
towards the main sum-
mit venue, which was
ringed by hundreds of
security forces armed
with guns and batons.
At -another protest
about 1,000 1abourers oc-
cupied another intersec-
tion, shouting and car-
rying signs reading, “No
APEC! No Bush!” Police
weren’'t anywhere to be
seen. Demonstrators
burned a coffin that had
© “APEC” written on it. s
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“/ A hard test %‘”\
\\4\ at Hong Kong

he countdown to the Hong Kong ministerial jneet

scheduled for December 13 to finalise a broad trade

agreement under the aegis of the World Trade

Organisation (WTO) has well and truly begun.
What is worrying is that despite extensive discussions over
the last four years, there are still no signs of substantial
progress in narrowing down the differences. The three key
issues that are likely to dominate the Hong Kong meet —
agricultural trade access, non-agricultural market access
(NAMASY, and services, also reférred t6 as the Doha devel-
opment round issues — have enormous significance for
India and other developing countries. Of these, a break-
through in agriculture is deemed an essential first step for
wrapping up agreements on the other two. The thrust of
recent discussions has been on arriving at an acceptable
framework for an accord on agriculture that could be adopt-
ed at Hong Kong. But that continues to be elusive, prompt-
ing all round scepticism over the outcome of the ministerial
meet. Last week, after a round of meetings in London and
Geneva, the G-20 countries, including India and Brazil,
reiterated their well known stand that the developed coun-
tries should yield more by way of improving market access
and reducing trade distorting subsidies in agriculture.

The recent proposals of the United States and the Europe-
an Union, though refreshingly bold by their standards, fail in
some crucial respects and in any case do not match the
expectations of all member-countries, especially the devel-
oping ones. The U.S. has proposed slashing the highest
tariffs on agricultural goods by 90 per cent and the most
distorting farm subsidies by 60 per cent. However trade
negotiators from India and other developing countries fear
that the U.S. will indulge in “box -shifting”, tucking away
many types of subsidies to the non-challengeable green and
blue boxes, effectively keeping them out of the negotiations.
The EU proposals on reducing agricultural tariffs have been
disappointing as is also, in a much broader sense, its linking
agricultural negotiations to NAMA. Both the EU and the U.S.
have to reckon with political constraints as well. The EU
Trade Commissioner has been accused by France and a few
other members of exceeding his brief. In the U.S., the ap-
proval given by the Congress to the President for a fast track
clearance of trade accords will lapse by 2007. All these only
underline the necessity of achieving a breakthrough at Hong
Kong. On present indications, no one believes that it is going
tobe easy. Echoing Commerce Minister Kamal Nath’s poser,
WTO Secretary-General Pascal Lamy wanted to know
whether it was time to “recalibrate” the expectations from
Hong Kong. There are some advantages in being more real-
istic but they could also slow down the momentum the
negotiations have acquired recently. The coming weeks are
going to put the skills of the trade negotiators to a hard test.
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U.S. wants
EU to cut .
farm tariff .-

A\
Rob Portman says WTO talk§ \
are passing through tough times

Special Correspondent

NEW DELHI: The United States on
Saturday pushed for forward
movement in the WTO negotia-
tions but was mum on the issue
of extending further concessions
¢n agriculture owing to the do-

/mestic farm lobby.

! Noting that the global trade
negotiations under WTO were
passing through “tough times,”
US. Trade Representative
(USTR) Rob Portman said: “Un-
less we solve this problem of
agriculture [issue of market ac-
cess] and non-agriculture mar-
ket access, it would not be
possible to move this round [Do-
ha Round].”

Referring to the difficulty be-
ing faced by the European Union
(EU) owing to the domestic
pressure against reducing farm
tariffs, Mr. Portman said, “Un-
less they [the EU] come out with
a proposal to reduce tariff, it
would be difficult to move the
round.”

Mr. Portman’s comments at
the FICCI luncheon meeting
here assume significance as they
have come just about a month
before the Hong Kong
Ministerial.

‘1 u' ‘__:‘d\‘DU

# Pushes for forward
movement in WTO talks

-~ e U.S, plans to reduce
domestic support

# 6-20 pressing for market
access

Explaining the U.S. stand, Mr.
Portman pointed to the U.S. pro-
posal to reduce domestic sup-
port and export subsidies in
agriculture and tariffs. On this
proposal tabled last month, leg-
islators from the agriculture
states had already expressed
concern as the subsidies were
seen as being lowered without
any assurance of greater market
access.

Already, the average tariffs in
the U.S. were low, he said, while
pointing out that many other
countries had high tariffs
clamped on farm commodities,
apart from other protective bar-
riers.

Alongside, the G-20 develop-
ing countries’ alliance on agri-
culture was pressing for market
access and thus the main focus of
the WTO negotiations would be
the issue of farm tariffs, he felt.
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US, India hopeful of
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TIFF resistance from the Euro-

pean Union notwithstanding,

on reduction in farm subsidies,
India and the US have expressed the
hope that significant progress on the
Doha Development Agenda (DDA)
could be achieved at the Hong Kong
ministerial conference of the World
Trade Organization (WTO) next
month. Speaking to mediapersons
here on Saturday, US Trade Repre-
sentative Roh Portman and com-
merce & industry minister Kamal
Nath emphasised that the ‘level of

ambition’ would not be scaled down -

due to the current deadlock over
agriculture.,

While expressing confidence in
achieving a breakthrough in the
WTO negotiations by working to-
gether, America and India are also
stepping up efforts 1o boost bilateral

trade. Setting a $40-billion target for |

bilateral trade by 2008, the two sides
announced setting up of committees
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to study ways ta remove trade barri-
ers in agriculture and services. Simi-
lar committees on tariff-related is-
sues, non-tariff barriers, investment,
innovation and creativity have also
been formed after the first round of
discussions by the US-India Trade
Policy Forum.

Portman and his delegation also
met corporate leaders at a series of
meetings organised by trade bodies.
Bilateral trade between the two
countries, currently estimated at $30
billion, is far below potential, the
USTR said. Considering the synergy
between the two economies, bilater-
al trade should be far higher, he felt.

Nath said India was willing to ad-
dress difficulties faced by American
exporters. The committees set up
now on spedific issues would meet
on a regular basis to sort out emerg-
ingissues, he added.

On the Hong Kong ministerial,
Nath said it was only a means to the
DDA and notan end in itself. Signifi-
cant progress has been done on the
development agenda duringthe past
couple of years and things should be
moved in the right direction, he said
while emphasising that the focus
should be on development through
~ liberal trade.

While speaking at a meeting ot-
ganised by FICCI during the day,
Portman and Nath emphasised on
- cooperation between the two
' economies at all levels, espedially
among small & medium enterprises.

Portman, who is visiting India for
the first time, mentioned that Indja-
US relations were in a betté} shape
than ever before. He also promised
to interact more with the Indian side
on WTO issues. The USTR said the
cut in farm subsidises proposed by
- the US was the best offer on the
~ table. The US was keen to move
faster with the DDA pact since inter-
nal changes would lead to procedur-
al difficulties if the negotiations drag
onbeyond 2006,

UP iU BOOSLD

ONE VOICE: Union commerce and industry minister Kamal Nath with US
Trade Representative Ambassador Rob Portman in New Delhi on Saturday_
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Global Trade Looking Glass: Can U.S. Have It Both Ways?
By DANIEL ALTMAN

P olicies adopted by the Bush administration to advance specific domestic and international goals
are undermining the White House's own efforts to open markets through trade's global rule-
making body, some foreign officials say.

In particular, new farm subsidies and other barriers to the American market have led some of America's
trading partners to doubt Washington's commitment to free trade, in spite of its ambitious proposals to
reduce distortions in world markets. Those doubts, combined with the United States' pursuit of trade
agreements outside the World Trade Organization, have also diminished the pre-eminence of the
W.T.O., the critics say. That change may impede a crucial round of global trade negotiations begun
substantially through American diplomacy last November in Doha, Qatar.

"The United States was very supportive of some of the positions that those of us from the developing
countries took at Doha," Koft K. Apraku, Ghana's minister of trade and industry, said in a telephone
interview. "What happened at Doha gave us hope that we could work together.”

But the mood has changed in the last year, he added. "There is a lot of concern and a lot of worry in our
country about the United States’ commitment to carry forward the momentum that was created in
Doha," Dr. Apraku said.

In response, Robert B. Zoellick, the United States trade representative, said that all negotiators have to
balance domestic concerns with those of their trading partners. "Many countries had to stretch
politically and then had to deal with sensitivities back home," he said in an interview earlier this week,
"so a pause for repositioning is understandable." Mr. Zoellick added that he was optimistic that the talks
would succeed on schedule. "We're not refusing to discuss anything,” he said. "I believe we can get the
Doha negotiation done by 2005, if key developed and developing countries make the effort."

Chief among Ghana's concerns is the Farm Security and Rural Investment Act of 2002, generally
referred to as the farm bill. The law will protect American farmers from slumps in the business cycle,
but critics say it may also encourage farmers to overproduce. That would depress world prices for
crops. Ghana does not export all the same crops as the United States, but Dr. Apraku said the bill seta

bad precedent.

“It is a major concern for us in Ghana,” Dr. Apraku said. "We are a developing country. Agriculture is
very important to us." Farming accounts for 36 percent of Ghana's economy and 60 percent of its jobs.

Ghana is not alone. "It is clear that the United States farm bill is not very popular in Canada, either,"

said Pierre S. Pettigrew, Canada's minister for international trade. "It certainly requires more
explanation on the part of the United States."

http://www.nytimes.com/ZOOZ/11/09/business/worldbusiness/O9TRAD.htm1‘?ei:5070&en... 12/19/2005
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Experts estimate the farm bill, signed by President Bush last spring, could increase federal spending on
agriculture by 70 percent over the next six years, to as much as $180 billion, potentially violating limits
for farm support sct during the last round of global trade talks, but Mr. Zoellick's office disputed that.

Supachai Panitchpakdi, the director general of the W.T.O., said the increase in subsidies under the farm
bill had hampered the new round of global trade talks. "It has created some questions, some doubts in
the mind of some countries,” he said, "and has sometimes been used to delay some of the proposals.”

Dr. Supachai also noted that the talks were behind schedule. Negotiators missed a deadline for
submitting a report on trade preferences for poor countries to the W.T.O.'s general council. "When the
members missed the July deadline," he said, "the prevailing view of the developing countries was a bit
of disappointment — that they were let down."

Mr. Zoellick said that the deadline had come too soon, since the overall shape of the negotiations —
whether they would apply to tariffs, subsidies, quotas or other items — was still unclear.

He also said critics were overstating concerns about the farm bill. "The farm bill does nothing in terms
of tariffs or market access," he said. "It doesn't change our policy on export subsidies." Additional
annual appropriations to subsidize farmers, he asserted, could make the situation problematic.

In addition to complaints about specific policies, some critics have also objected to Mr. Zoellick's
simultaneous pursuit of trade pacts with individual countries, with regional bodies like the Free Trade
Area of the Americas and with the W.T.O. While that approach ensures against any one set of talks
collapsing, diplomats say it also puts some negotiating partners at a disadvantage. Small countries in
particular often lack the expertise to engage in three sets of talks, and the comprehensive negotiations at
the W.T.O. could be shortchanged.

"The fact that our trade negotiators are so busy with the W.T.O., with the F.T.A.A. and with the
bilaterals, causes a problem for all of us, not only for smaller countries," Mr. Pettigrew of Canada said.

The Workers' Party of Brazil, which will soon govern that country's economy, the biggest in South
America, plans to make the Free Trade Area of the Americas — not the W.T.O. — a top priority. "The
schedule is more urgent on that," said Giancarlo Summa, a party spokesman, "and of course there will
be much more diplomatic pressure.”

The Free Trade Area of the Americas would lower and eliminate tariffs on goods traded among 34
countries on the two continents, and could shape the rules for trade in services and foreign investment.

For Chile, by contrast, a long-awaited bilateral agreement with the United States is "in the front of the
road," said Osvaldo Rosales, the country's top trade negotiator.

Though Mr. Rosales asserted that bilateral and regional trade agreements would serve as an important
test for American leadership in the W.T.O., he also said that the existence of such pacts could make the
negotiations at the W.T.O. more difficult.

Dr. Apraku was even blunter. "These negotiations will reduce the scope of the W.T.O.'s influence," he
said.

Though a proliferation of trade deals could enhance African countries' negotiating skills and influence,
it could also deflect attention from the overall effort to improve the living standards of the poorest

http://www.nytimes.com/2002/11/09/business/worldbusiness/09TRAD.html?ei=5070&en... 12/19/2005
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countries by bringing them more fully into the global trading system.

M.r. Zoellick affirmed the United States' commitment to seeing negotiations through at all levels. He
said he intended to complete free trade agreements with Chile and Singapore by the end of this year,
and the pan-American and W.T.O. negotiations by the end of President Bush's current term.

Yet worries about populist governments in Argentina and Brazil seem to have made neighboring
nations more eager to sign bilateral deals. Panama, the Dominican Republic, Bolivia, Colombia, Peru
and other countries have approached the United States, Mr. Zoellick said.

"They don't want to be left out," he said.

That suits Mr. Zoellick. "We will work with Brazil because its participation is important,” he said, "but
if it doesn't work, we've got to have alternatives."

Developing countries have also taken issue with Mr. Zoellick's opinion of the United States' importance
to the global trading system.

"Doha wouldn't have happened if it weren't for the United States," he said. "The United States has an
added responsibility for the trading and international economic system as a whole," he added later.

Rafidah Aziz, Malaysia's minister of international trade and industry, said that view might be
overblown. She predicted that Mr. Zoellick would be "tearing his hair out" if he tried to strong-arm
smaller members of the W.T.O. "No one can force anyone to do anything there, least of all the United
States," she said.

Sherman E. Katz, a scholar of trade policy at the Center for Strategic and International Studies, a policy
center here that Mr. Zoellick used to head, said that the United States still provided much of the
intellectual energy behind talks on complex issues like intellectual property and trade in services. He
concurred, though, with Ms. Aziz's central point.

"We can't throw our economic clout around on the W.T.O. table as much as we used to," he said.
Poorer members of the W.T.O. do not face an easy task. At least 50 issues related to carrying out the
last global trade pact — a primary concern of developing nations — are on the table to be discussed
before the end of this year.

"We are mobilizing ourselves so that we can have some leverage, make some difference, in these

meetings," Dr. Apraku said. "We do not want to be marginalized.”

Copyright The New York Times Company | Permissions l Privacy Policy
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Crucial talks on to break WTO impasse

Trade Talks Key players, including India and Brazil, will discuss issues in London
before heading to Geneva

KEITH BRADSHER

HONG KONG, NOVEMBER 6 Trade ministers from around the world have
agreed to hold meetings in London and Geneva through the coming week in
an effort to rescue plans for a global trade pact that is at an impasse over
agriculture issues.

The talks coincide with concerns that differences over farm policies could
derail a December gathering in Hong Kong of trade ministers from 148
countries and customs territories. The World Trade Organization conference
here is intended to complete most of the work for a global deal to reduce
tariffs, quotas, subsidies and trade barriers.

Top trade officials from the US, EU, India, Brazil and Australia will begin
meeting late Monday afternoon in London and are scheduled to bargain late
into the night over agricultural issues. The ministers and their aides will then fly
to Geneva on Tuesday morning, where they will be joined by more trade
ministers — the exact number has not yet been decided — for further
negotiations, said Keith Rockwell, chief spokesman for the WTO.

The trade ministers for India and Brazil will attend the London meeting as
representatives of the Group of 20 developing countries, which includes China.
The group has argued that industrialized countries should do more than
developing countries to reduce trade barriers. Australia will represent the
Cairns Group of 17 food-exporting countries.

The US and the EU have each made fresh offers in the last three weeks to
reduce subsidies and tariffs. Both sides have criticized each others’ offers as
inadequate, but Pascal Lamy, the director general of the WTO, has said that
each deserves consideration.

Particularly controversial is the EU's insistence, under pressure from France,
that no deal go beyond changes in domestic subsidies for the European farm
program that were made in anticipation of a deal that never materialized.

In addition to insisting that the details of the offer are not open to negotiation,
the EU has said the deal can be valid only if other countries agree to a fist of
rules, including a limit on the US’ practice of shipping large quantities of food to
poor countries as aid.

The US has been pushing for deeper cuts in agricultural tariffs and subsidies

than the EU, although it still has not offered big enough reductions to satisfy
developing countries.

http://www.indianexpress.com/print.php?content,fidZS 1553 12/21/2005



“WTO meeting ends in

ENS ECONOMIC BUREAU
“ NEW DELHI, OCTOBER zo(\ 0

THE two-day ministerial meeting
of the Five Intercsted Parties (FIPS)
to resolve the WTO impasse came to
an abrupt halt on the first evening it-
self and the negotiations scheduled for
Thursday were cancelled, in the face
of a stalemate on agricultural issues.

Talks to find a breakthrough ended
without progress, with the US and
other countries blaming the European
Union for failing to come up with new
farm concessions. The European
Commission is under tremendous
pressure from France against offering
any such concessions.

INGIAN EXFRESS

‘,

7 A deal on agricultural marlﬁts} is
considered the key to a successful out-
come at the WTO summit in Hong
Kong in December. Kamal Nath,
Comumeree & Industry Missiter repre-
senting India at the meeting, said he
would not settle for a deal that could be
unfavourable for farmers. “Only an
arrangement that fully safeguards our
interests would be acceptable, he said.

Nath also resisted a move by the EU
to link the treatment of Sensitive
Products (products sensitive to devel-
oped countries) and Special Products.
Nath said, “Sensitive Products are sen-
sitive commercially, while Special
Products are dependent on the food
and livelihood security and rural de-

deadlock

\\ ~M\ o
velopment neésds. The two are con-
ceptually differ \nt.”

A move by the US-EU to widen the
scope of talks and establish linkages of
Agriculture with non-agricultural mar-
ket access (NAMA) and Services, was
alsoblocked by the Indian side, who in-
sisted that the developing countries
would not commit at any cost to more
than two-thirds the extent of developed
countries’ cuts. Raising the issue of
Special Products (products which will
attract no or minimal tariff cuts) and
Special Safeguard Mechanism (a safe-
guard against surges in imports) for de-
veloping countries, he said these would
have to be sorted out satisfactorily be-
fore deciding on anything further. -




Streamline immigration policies,
Chidambaram tells G-20 meet

Nations should have a coordinated approach

P.S. Suryanarayana

SINGAPORE: Union Finance Minister P.
Chidambaram on Sunday emphasised
the “need for a coordinated approach
to immigration policies in labour-im-
porting countries as well as labour-
exporting countries.”

Addressing the Group of Twenty
(G-20) meeting of Finance Ministers
and central bank governors at a re-
sort-city near Beijing, Mr. Chidamba-
ram said the “imperatives of
globalisation require necessary policy
responses” regarding the migration of
workers and professionals from the
developing countries to the developed
bloc.

“Well-managed migration could ac-
tually provide a positive contribution
to employment and global economic
growth, if we manage to successfully
promote the integration of the mi-
grants in host-societies.” Countries
across the world “would do well to
shift the emphasis from immigration
control to better immigration man-
agement,” he told the G-20 before the
Ministers concluded the two-day
meeting.

GATS talks

About the negotiations for a “gener-
al agreement on trade in services
(GATS),” he said: “None of the WTO
(World Trade Organisation) members
have made binding commitments be-
yond non-specific horizontal commit-
ments.” A key argument from
emerging market-economies and de-
veloping countries was “in favour of
greater access by the developed coun-
tries under Mode 4 (movement of nat-
ural persons) in exchange for greater
access by the developing countries
under Mode 3 (commercial presence
abroad).” With GATS still eluding the
negotiators under the WTO auspices,
“the current policy approaches to in-
ternational migration is neither
geared to realise its full potential nor

THE HINCU

3(\9

Finance Minister P. Chidambaram meeting his South Korean
counterpart Dick Soo Han on the sidelines of the G-20 Finance
Ministers and Central Bank Governors meeting in Kianghe in

North China on Sunday. - PHOTO:

respond adequately to its challenges.”

Mr. Chidambaram said he would
readily acknowledge that India “con-
tinues to reap the benefits of orderly
out-migration.”

Shining the spotlight on a related
aspect of the “world-famous Indian
Institutes of Technology,” he said “it
is sometimes asked: For whose benefit
are we turning out qualified engi-
neers?” However, “out-migration may
create space for democratising educa-
tion” in the countries exporting tal-
ent. Moreover, “migrant workers
could become the nucleus of a world-
wide network that can be harnessed
for the home-country’s develop-
ment.”

Knowledge transfer

Such networks might also “enable
knowledge-transfer and promote new
businesses in the home-country.” Re-
lated to this was also “the phenom-

PTI

enon of ever-increasing remittances
for both consumption and investment
in the home-country.” To be noted, at
another level, was the impact of the
migration of better-trained and risk-
taking workers on the countries of
their origin.

As for the economic effects of na-
tional-level population patterngs, as
outlined by the United Nations, Mr.
Chidambaram said the “demographic
dividend will not last long as the Asian
population is ageing at a faster rate
than the global population.” The U.N.
had emphasised “India will enjoy the
benefit of demographic dividend at
least until 2040.” The study had also
concluded that this dividend would
“peak” around that time and “start to
decline only after 2050.” It was esti-
mated that the demographic opportu-
nities could push the growth-rate of
India’s gross domestic product by an
additional 0.6 per cent to 1.5 per cent.
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WT0 farm policies..
o face protests ‘..

“Corporate hijack of food and agriculture” decried

Gargi Parsai

NEW DELHI: World activists will
gather at Geneva on October 15
to protest against the World
Trade Organisation policies that
had contributed to the “corpo-
rate hijack of food and agricul-
ture systems.” They will later
protest at the Hong Kong Minis-
terial in November to press for
the WTO to get out of agricul-
ture just as in Seattle and
Cancun.

Announcing this at the Nav-
danya Farmers Convention here
on Alternatives to Corporate
Agriculture and the WTO, the
world famous farm-activist from
France, Jose Bove, said that the
WTO rules dictate that far from
being a producer, the farmer had
now become someone who is ex-
ploited, who could no longer de-
cide on his/her own way of
managing the land, nor freely
choose a technique for this. “Ei-
ther we accept intensive produc-
tion and the huge reduction in
the number of farmers in the in-
terests of World Free Markets or
we create farmers agriculture for
the benefit of everybody.”

He stressed the need for new
rules under globalisation that
were not loaded against the
farmers of the developing coun-
tries. “As of now, the developed
countries want to deny access to
developing countries to their
markets, but want to gain con-
trol of their agriculture and
food.” .

Colin Hines, Adviser to the
European Greens and the author
of the book, Localisation: the
Global Manifesto, felt that the
situation was “so desperate” that
the global trading system had no
choice but to introduce protec-
tive measures to domestic mar-
kets. “To provide a secure future
for farmers in poor and rich
countries alike will require a

French farmer-activist
Jose Bove. - PHOTO: AP

transformation in world trade
rules. This would be to make
protection and re-diversifica-
tion of national economies the
end goal, rather than the pre-
sent emphasis on evermore
open markets to ensure interna-
tional competitiveness.”

S.P. Shukla, former Ambassa-
dor to the General Agreement of
Trade and Tariffs (GATT) dur-
ing the Uruguay Round, pointed
out that during GATT, there
was a right to impose Quantita-
tive Restrictions on imports to
conirol the balance of pay-
ments. “There should be a par-
allel right to impose QRs. If the
WTO Agreement on Agriculture
is implemented, then of the
three billion farmers in the
world only 40 to 50 million
would survive.”

Convenor of the National
Group on Patents Law BK.
Keayla said: “The WTO pream-
ble maintains that employment
and prosperity should increase.
But even after 10 years, devel-
oping countries are great losers
as despite being required to re-
duce their subsidies, the devel-
oped countries have done just

IR "

the opposite. This distorts pric-
es and leaves no level playing
ground for developing coun-
tries.” According to him, unde
such circumstances there can be
no agreement on agriculture.

Utsa Patnaik from the Centre
of Economic Studies and Plan:
ning at Jawaharlal Nehru Uni-
versity argued that  the
reduction in farm investmeni
since 1991 by the Indian govern-
ment had led to decline in pro-
duction, especially in
foodgrains, and a decline in the
purchasing power of farmers.

Executive Chairman of the
Bharat Krishak Samaj Krishna
Bir Chaudhary said corporate
farming was not possible in In-
dia where the average land
holding was merely one hectare.
There should not be any re-
striction on farmers saving and
exchanging seeds.

“Multi-national  companies
are promoting genetically mod-
ified seeds, but there is no mar-
ket for them. Only organic
farming has a potential market.”

Pointing out that trans-na-
tional companies were now
seeking to get into organic
farming, the Director of the In-
ternational Relations at the In-
ternational  Federation  of
Organic Agriculture Movements
(IFOAM), Bernward Geier, said
organic farming that ensures
food safety and security was
developing throughout the
world. Today 36 countries had
achieved mega-country status,
meaning that over 50,000 hec-
tares of certified organic farm-
ing was being practised.

Over 26 million hectares of
land was currently certified
worldwide, generating over $ 25
billion revenue in 2003.

“Clearly organic farming is
the alternative to corporate

farming,” he said/




WTO ruling agains U\S(A AR

'WASHINGTON, Oct. 1. — In a victory
ffor the European Union, the World Trade
Qrganisation has found the USA guilty of
unfairly subsidising exports through tax
benefits, raising the possibility of imposi-
tion of sanctions on American goods.

The report, which came yesterday, may
have important implications for another
transatlantic trade dispute in which the
USA and the European Union have
accused each other of illegally subsidis-
ing their flagship aircraft manufacturers,
Boeing Co. and Airbus SAS.

In the report, WTO’s Dispute
Settlement Body said the new US rules
maintained subsidies which were
declared in breach of the rules of inter-

national }rade by the WTO in March
2000, after a European Union com-
plaint.

EU trade chief, Mr Peter \andelson
welcomed the report. The UISA said it
was in the process of studying ithe report.

US Senate Finance Commiltee chair-
man, Mr Charles E Grassley said in a
statement that  the European
Commission’s insistence on p: rpetuating
the dispute “is an ill-conceive:d effort to
gain some sort of leverage in tlae civil air-
craft dispute. -

“Their blatant linkage of WTO dis-
putes serves as a dangerous ‘precedent,”
he was quoted as saying by US daily ‘The
Washington Post’. PTI

~
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WTO Keeps Talks Alive With
Deals on Some Trade Barriers
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Knowledge is pride.

By Paul Blustein Leart how a doctoes! degree can
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Trade ministers from around the world agreed Higher Education rarks Capedia
yesterday at a high-level meeting in Hong Kong to Unwersiy among the top
address several grievances of developing nations, o eeaes tor Alnvan-Amarcan
keeping hope alive for a far-reaching global trade deal
but leaving tougher issues unresolved. @
The ministers, representing the 149 members of the @ Carerra University

World Trade Organization, vowed to conclude a major
accord in 2006 and pledged that it would include a number of provisions sought by impoverished

ations of Africa as well as middle-income countries such as Brazil and India. The provisions include
eliminating duties and quotas on most of the products exported by several dozen of the world's poorest
countries, scrapping by 2013 one particularly controversial type of subsidy payment to farmers in rich
nations and ending similar subsidies for U.S. cotton farmers next year.

Yesterday's agreement, struck after six days of negotiations capped by an all-night session ending
Sunday morning, kept Hong Kong from joining Seattle and Cancun, Mexico, in the annals of WTO
meetings that have collapsed in acrimony. As a result, prospects are at least intact for concluding the
"Doha round," the ongoing talks aimed at lowering trade barriers worldwide, which are named for the
Qatari capital where they were launched in 2001.

"We didn't lose any ground. That's something to celebrate right there," said Celso Amorim, Brazil's
foreign minister, at a news conference.

But in keeping with the low expectations for the meeting that officials had set beforehand, they failed to
bridge gaps on more significant matters, in particular the extent to which tariffs and other barriers to
*rade will be cut worldwide for agricultural and industrial products.

"Basically the ministers just kicked the can down the road," John Engler, the president of the National
Association of Manufacturers, said in a statement.

Pascal Lamy, the WTO director general, sought to put the outcome in a slightly more favorable light.
"We came here with 55 percent of the round completed. We are leaving here with 60 percent," he told
the ministers in the final session Sunday evening Hong Kong time. "There remains quite a lot to do."

Since ministers knew they could not advance much on the overarching issues in the Doha round, they
focused on narrower concerns of interest to developing countries to underscore the round's emphasis on
promoting development.

Even these limited moves required days and nights of ferocious haggling. The European Union came

under intense pressure to agree that subsidies for exported farm goods should be eliminated by 2010.
Export subsidies are just one type of payment given to farmers in rich countries, but they have drawn

http://www.washingtonpost.com/wp-dyn/content/article/2005/12/18/AR2005121800076 ... 12/19/2005
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particular fire for putting farmers from poor countries at a disadvantage in world markets. Yesterday, the
E.U. compromised on a 2013 date.

The move "isn't enough to make this meeting a true success," said Peter Mandelson, the E.U. trade
commissioner. "But it is enough to save it from failure.”

Also agreed upon was a pledge for rich countries to end duties and quotas on 97 percent of imports from
at least 32 very poor countries, mostly in sub-Saharan Africa. The United States already imposes no
barriers on most products from those countries, but this measure would expand the number.

The "duty-free, quota-free" initiative has drawn objections from the U.S. textile industry because some
of the nations on the list -- Bangladesh and Cambodia among them -- have competitive textile and
apparel industries. Also potentially controversial in Congress is an agreement to end cotton subsidies --
a matter of concern for several African countries -- earlier than other subsidies.

But Rob Portman, the U.S. trade representative, noted that for the most part, the pledges would take
effect only as part of a sweeping Doha round accord. "The undertakings we've made this week -- with
very few exceptions -- would not come to pass unless there is an ultimate agreement," he said.

The Hong Kong meeting was initially supposed to give the talks enormous impetus toward a conclusion
next year by agreeing on broad formulas for reducing tariffs and subsidies. An end-of-2006 deadline
may be crucial because that will allow just enough time for the U.S. Congress to approve a pact before
President Bush's authority to negotiate trade agreements expires in mid-2007. Bush won that authority
three years ago only after a hard-fought battle on Capitol Hill.

But the initial goals for Hong Kong were abandoned several weeks ago when vast differences emerged
over farm trade, with the European Union's "final" offer to open its highly protected agriculture sector
rejected as grossly inadequate by many other countries. Opening farm markets is a central issue in the
Doha round, because the main objective of the talks is to give developing countries -- which tend to
have economies based heavily in agriculture -- a greater share of the gains from global trade.

Now another meeting will try to advance the negotiating process to where it was supposed to be after
Hong Kong; the ministers pledged to reach that point no later than April 30. "The down and dirty of the
negotiations starts" in that phase, Susan C. Schwab, a deputy U.S. trade representative, said in a briefing
for reporters.

But scant evidence has emerged to suggest that the gap on agriculture can be erased in coming months,
especially because France -- the most militant of the E.U. member nations in protecting its farmers -- has
vowed to prevent any further concessions by the 25-member bloc.

In one possible step toward resolving the impasse, the Hong Kong declaration commits the ministers to
achieving "a comparably high level" of market-opening measures in both agriculture and industrial
goods. That could help deal with one of the E.U.'s protests that it should not be expected to offer
additional concessions in agriculture when big developing countries such as Brazil have not formally
proposed cutting their barriers to manufactured products.

Critics of the WTO took some comfort from the lack of major progress at the meeting, which was beset
each day by protests ranging from hundreds to several thousands of people. The WTO's detractors
contend that the Geneva-based body works primarily in the interest of multinational corporations at the
expense of the great masses of people, and they are eager to keep it from expanding its reach.

http://www.washingtonpost‘conva-dyn/content/article/ZOOS/ 12/18/AR2005121800076 ... 12/19/2005
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"The most significant deliverable here was simply avoiding collapse of yet another WTO summit," said
Lori Wallach, director of Public Citizen's Global Trade Watch, a group founded by Ralph Nader. "With
95 percent of the deep divides that have deadlocked talks until now simply papered over here, Geneva
WTO negotiators will return to the same rut they left."

© 2005 The Washington Post Company

http://www.washingtonpost.com/wp-dyn/content/article/2005/ 12/18/AR2005121800076 ... 12/19/2005
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Trade Ministers Continue Talks as Protesters Are
Jailed

R nop
By KEITH BRADSHER \(1\\\\\ SN
HONG KONG, Sunday, Dec. 18 - Trade ministers from around the world tried Sunday morning to
conclude a narrow, four-part deal at a conference here, after a night in which police officers outside
battled rioting South Korean rice farmers with tear gas and fire hoses.

Officials from Australia and the European Union said that the ministers were close to an agreement that
would set 2013 as the deadline to eliminate all agricultural export subsidies, but were still debating the
ace to phase them out.

Other officials said that a deal, being negotiated at the World Trade Organization's biennial ministerial
conference, appeared very close on eliminating industrialized countries tariffs and quotas on most
imports from the world's poorest countries. And negotiators made incremental progress in trying to
reduce tariffs on manufactured goods.

But United States officials continued to wrangle with West African countries over a fourth possible
element to a deal here, to cut American cotton subsidies.

If the details can be worked out, the compromise will represent the latest in a series of victories for the
European Union. Trade ministers agreed in the summer of 2004 to an end to farm subsidies, but until
Sunday morning most discussions of a deadline had focused on 2010, a date demanded by Brazil, India,
China, Australia and the United States.

Foreign Minister Celso Amorin of Brazil stalked out of the talks when India and China acceded to the
European demands during all-night negotiations and tipped the balance in favor of a 2013 deadline,

,ustralian officials said. Leaders of the European Union agreed Friday to a budget that maintains farm
subsidies through 2013 at more than double American levels.

Export subsidies help rich countries sell food in poor countries, depressing income that some of the
world's poorest people get in local markets when they sell the food they produce. "For them, an end date
is absolutely essential," Mr. Amorin said late Saturday.

Most of the rioters were South Korean farmers worried that the trade organization's rules would require
their country to allow imports of inexpensive rice. Roughly 1,000 marched Saturday evening down a
road where the police had not expected them and then burst through a line of officers and headed for the
conference hall.

Stopped 50 yards from the center by rows of riot police officers, the protestors swung iron posts and

wrestled away some of the officers' batons and riot shields. The demonstrators wore goggles and clear
plastic wrap over their eyes as protection from pepper spray used by officers.

http://www.nytimes.com/2005/12/18/business/worldbusiness/1 8trade.html?pagewanted=... 12/19/2005
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The farmers broke down plywood barriers erected to protect a building across the street from the
conference hall, grabbed the shattered boards and rushed through gaps in the fence to outflank the
police.

Wielding the boards as spears and long clubs, the demonstrators attacked lightly protected officers in
rear areas, prompting the police to don gas masks and begin launching tear gas grenades into the mob.

Government officials said late Saturday night that 97 people had been treated for injuries, including 39
officers, but only 3 people had been admitted to hospitals, all of them protesters. The police encircled
900 protesters Saturday night, many of them South Korean farmers in conical straw hats. On Sunday
morning, the police arrested them one by one.

The police later decided to allow another march to proceed Sunday, but asked the public not to attend, in
an attempt to limit the crowd to a manageable size.

In contrast with the organization's ministerial conferences in Seattle in 1999 and in Canctin, Mexico, in
2003, there was little vandalism, and the protesters focused their energies on fighting the police.

Tmportant provisions sought by the United States have not been included in draft texts here.

Rob Portman, the United States trade representative, said in an interview Saturday night that
expectations had been low all along for significant progress at the talks, and that nothing had changed.
Portions of the draft agreement, like a section involving services, could be workable even if they do not
go as far as the United States had hoped, he said.

Before the talks, Mr. Portman persuaded Congress to support an offer of deep cuts in American farm
subsidies and the lifting of many barriers to agricultural imports,. He arrived here with a promise to seek
corresponding cuts from other countries, and especially from the European Union.

Lobbyists for large American exporters, the main political constituency in the United States that works
to push free trade agreements through Congress, have been losing patience with disorderly international
conferences that produce few agreements, and they were unhappy with the meeting here.

John M. Engler, the president of the National Association of Manufacturers, said, "There's nothing at
this point we can resolve and take home."

Mr. Portman said he was still working on the draft text. "It moves us forward in incremental ways across
the board," he said between meetings that had been delayed when the police sealed the conference center

while using tear gas against protesters.

A group of developing countries' ministers, led by South Africa's delegation, pushed for a rewrite of the
rules for conducting negotiations on service industries like express package delivery and insurance, so as
to make liberalization even more difficult.

A draft agreement on Saturday afternoon included a few changes to address their concerns, but many
developing countries remained dissatisfied. "We don't want to be stampeded into opening our service
industries too quickly," said Chitsaka Chipaziwa, Zimbabwe's envoy.

Mr. Portman said that the draft outlining how to negotiate on services "is not as strong as we'd like, but
we think we can work with it."

http://www.nytimes.com/2005/12/18/business/worldbusiness/18trade.html?pagewanted=... ~12/19/2005
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Ending Aid to Rich Farmers May Hurt the Poor Ones

By EDUARDO PORTER

BY now, it's almost a truism: the protectionist agricultural farm policies of the big, rich nations - mainly
the European Union, the United States and Japan - are essentially barring poor countries from
development.

That belief is what led to much of the bickering last week between trade ministers from rich and poor
countries at the World Trade Organization meeting in Hong Kong. Many development advocates argued
hat subsidies and tariff protections for farmers in industrialized countries lock poor farmers out of the
rich world market. "High tariffs keep them out of key markets, and tariffs and subsidies together drive
down the world price of their exports,” wrote Paul Wolfowitz, the head of the World Bank, in a recent
opinion article in The Los Angeles Times. "Without the income that trade could provide, it is their
children who go hungry and who are deprived of clean water, medicines and other basic necessities of
life."

Virtually every economist will agree that agriculture is one of the world economy's most distorted
sectors, and that dismantling industrialized nations' farm supports would give many farmers in the
developing world better access to markets in wealthy countries.

However, some economists are warning that if the industrialized world ends its farm subsidies and
lowers its tariff barriers to agricultural imports, poor countries may not be helped, but harmed.

"Everybody is saying that the last barrier to the development of these poor countries are the subsidies in
rich countries. That's the wrong diagnosis," said Arvind Panagariya, an economics professor at
Columbia University. "The least developed countries would be hurt by agricultural liberalization by the
developed countries."

In a paper published in April, three economists - Nava Ashraf from Harvard, Margaret McMillan from
Tufts, and Alix Peterson Zwane from the University of California, Berkeley, concluded that agricultural
supports boosted the per capita income of two-thirds of 77 developing nations, including most of the
poorest countries, like Burundi and Zambia.

Developing countries that are big agricultural exporters - including Brazil, Argentina, Indonesia,
Thailand - are undoubtedly hurt by the farm subsidies. But these countries are not among the poorest.

Rather, many poor nations are big importers of farm goods, so they benefit from the lower agricultural
prices caused by support policies in rich countries. Tariffs and subsidies keep cheaper imports out of the
industrialized countries and encourage their local farmers to produce more. This raises the domestic
prices of their farm goods. Yet, as it artificially boosts production of agricultural products, it pushes
worldwide prices down.

http://www.nytimes.com/2005/1 2/18/weekinreview/18porter.html?pagewanted=print 12/19/2005
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A 1999 study by economists Alex McCalla of the University of California, Davis, and Alberto Valdes of
the World Bank, found that 105 of 148 developing countries, including 48 of the 63 poorest nations,
imported more food than they sold. Some poor countries export nonfood agricultural products, like
cotton. Yet even including these commodities, 85 of 148 developing countries and 30 of the 63 poorest
imported more than they exported.

True, some very poor nations, like Guyana, are food exporters. Yet even for them, Mr. Panagariya
argues, the end of subsidies and tariffs might prove counterproductive, because some of their farm
products can already enter the industrialized nations duty free.

For instance, most farm goods from the world's least developed countries get into the European Union
without paying high tariffs under a preferential program called "Everything but Arms." This allows the
poorest nations to sell within the union at the artificially inflated European price. If the European Union
were to dismantle its protections, letting its price for farm goods fall, these poor country exporters would
be worse off.

Mr. Panagariya concedes there is one important exception to this argument: cotton. Europe doesn't
produce or subsidize it. But the United States and China provide enormous subsidies to domestic
roducers. Depressed world cotton prices are intensely hurting African cotton farmers.

Yet even in this case, there is another side to the argument. Bangladesh, one of the world's poorest
countries, imports cotton to feed its textile factories. Bangladesh isn't clamoring for an end to cotton
subsidies because higher prices would hurt its main export industry.

William Cline, an economist at the Center for Global Development, argues that this analysis omits the
fact that more than half the world's poor are in countries that are net agricultural exporters or that could
become net exporters if the distortions were eliminated.

Yet what virtually all economists agree on is that developing countries could help themselves greatly by
liberalizing their own agricultural markets.

Poor countries often heavily protect their farmers, supporting vast uncompetitive agricultural sectors and
drawing investment and labor into farming that would be better used elsewhere. Two World Bank
economists, Kym Anderson and Will Martin, concluded that if the world were to dismantle its
agricultural protections, most of the benefits for developing countries would come from the reduction of
their own systems of farm support. "Liberalization in the rich countries is a good thing, but in my
opinion a small thing," said William Masters, a professor of resource economics at Purdue University
and an expert on agriculture in Africa. "Poor countries' own barriers are the biggest constraint to their
own development."

http://www.nytimes.com/2005/12/18/weekinreview/18porter.html?pagewanted=print 12/19/2005



Trading Favors - New York Times

Che New Jork Times

rRviays

Page 1 of 4

Article 5 of 7 in Opinion

Editorials /Op-Ed .-

Mant 4

NYTimes.com Go to a Section

Welcome, kankana - Member Center -

Log Out
SEARCH SPONSORED BY SEARTH
Ei"ﬁ;ﬁ?ﬁ% | b ThmesBelect FREE 14-DAT TRIALL
NYT Since 1981 Search
Editorials/Op-Ed Home  Editorials Columnists  Contributors  Letters New York/Region Opinions

OP-ED CONTRIBUTOR

Trading Favors
By PETER

MANDELSON E-Mail This Ao
Published: December 13, Printer-Friendly 3 '

2005 Save Article \a N
Hong Kong

IT suits some members of the World Trade
Organization to pretend that all that is
needed to unblock the current round of trade
talks (which began in Doha, Qatar, in 2001
and continue here today) is for the European
Union to make meaningful concessions on
agriculture.

The best that can be said about this self-
serving argument is that it reflects well-
intentioned but oversimplified views on the
relationships among agriculture, trade and
development. In reality, it is wrong on
several counts.

First, the European Union has made
significant concessions on agriculture on
several occasions. We are reducing support
to European farmers, a major reform begun
after the Doha meeting that others
conveniently overlook. While the United
States was busy increasing its farm
subsidies last year, we broke a taboo by
offering to end all our agricultural export
subsidies if others would match us in their
comparable programs. Barely a month has

http://www.nytimes.com/2005/12/1 3/opinion/1 3mandelson.html
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passed since we put forward new proposals
to lower our average agricultural tariff by
almost 50 percent; only two weeks ago we
also radically reformed the European sugar
market, lowering prices by more than a
third.

It's true that the European Union needed to
reform its agriculture policies. But any farm
sector can absorb only so much reform at
once. Unlike the nongovernmental
organizations calling so vociferously for
cuts in subsidies, governments have
responsibilities to the citizens who elect
them. The changes we have already begun
are having an extensive impact on Europe's
farm regions. As a result of the sugar
reforms, producers in Ireland and Finland
may well go out of business. We have seen
no comparably bold action by any other
major W.T.O. member, the United States
included.

As the talks begin today, our fellow
negotiators should be in no doubt that all
the European Union's governments agree
that there is no reason to move further on
agricultural tariffs. They all agree that the
time has come for others to respond in other
areas of the Doha agenda, like lowering
industrial tariffs and liberalizing service
industries, to the moves we have already
made.

And they are right. The actions we are
taking and the proposals we are making in
agriculture will cost a lot of jobs. Our
governments need to be able to show that a
global trade deal will create other, better
and more jobs in Europe too.

A Doha deal will work only if everyone
benefits. If we are to open our agricultural

http://www.nytimes.com/2005/12/13/opinion/13mandelson.html
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markets further, our companies need to find Copyright 2005The New York Times Company | Home | Privacy
new opportunities to invest and trade in

other markets and in other economic areas -

including real market opening in industrial

goods and services in rapidly growing

countries. Those countries need cheaper,

more competitive goods and services, too,

for their own development.

Brazil, for example, should offer to reduce
import tariffs on industrial goods. Brazil
should also offer greater access to foreign
providers of services and help establish a
more fruitful process for international
negotiations on services in the future.

India should improve the tariff reductions it
is offering on industrial goods. Both Brazil
and India should recognize that there are
differences between the needs of developing
countries: they should consider what they
can do to improve trading conditions for the
poorest, for example, by themselves moving
toward duty- and quota-free access.

The United States also needs to improve its
agricultural proposal by reducing domestic
subsidies and food aid programs that distort
trade. It needs to improve its offer of market
access for providers of services. We would
be delighted if Rob Portman, the United
States trade representative, followed
Europe's example by granting duty- and
quota-free access for imports from least
developed countries, and lowering
America's cotton subsidies. Europe could
also use American support as we seek to
stem the progressive abuse of anti-dumping
suits by tightening W.T.O. rules.

If our W.T.O. partners take serious steps in
these areas, they might have the credibility
to ask Europe to revisit its agricultural

http://www.nytimes.com/2005/12/13/opinion/1 3mandelson.html 12/13/2005
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policies. Until then, Europe will stand fast  Policy | Search | Corrections | XML, | Help | ContactUs | Work

in the belief that at this moment it is not
another move by the European Union that is
needed to ensure the success of the Doha
Round.

Peter Mandelson is the European Union's
trade commissioner.
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n wn the swamp of details

Er, not another UN?

By MIKE MOORE SR A

ARLY THIS month over 30 min-
isters of trade met in Dalian in
North China to seek an agree-
ment on the Doha Development
“round, which is already behind
schedule. China was a good choice
as host. Dalian is a beautiful hi-tech
coastal city, a world leader in aqua-
culture and an unusual city. There
are people alive who can still re-
‘member being occupied by the Rus-
sians and later the Japanese, who
are now big investors and fill the
magnificent clifftop goif courses.
If you didn’t read any newspaper
" stories about this important con-
ference, don’t feel bad. This time
the media got it right. Nothing
much happened and there was little
to report. This informed ministeri-
al was planned to get countries’ po-
sitions closer before the December
meeting of the World Trade Organ-
isation in Hong Kong.

Ambitions are very low, so the
Hong Kong meeting should not fail.
However, I didn’t believe the Cancun
ministerial in Mexico would fail ei-
ther. After all, it was just a mid-term
review, an opportunity to narrow
differences. Alas, the WTO is becom-
ing more like the UN where nations
read out speeches, blame others, call
for support, demand the other side
be flexible and don’t negotiate.

The WTO membership is over 140,
Some member nations have mis-
sions in Geneva; many lack capacity
and resources to back up their min-
ister, thus pre-conference positions
can be hard to reopen. At the Doha
conference, which launched the
round, [ had a minister who told his
Parliament that he would oppose a
new round. Remember, at the WTO
any one nation can stop everything,
giving rise to the cliché ‘nothing is
agreed until everything is agreed’,
— or as we said at the Seattle deba-
cle, ‘nothing is stuffed up until
everything is stuffed up’.

Anyhow, the minister who prom-
ised to stop the round launch now
saw a document that was very
much in his country’s interests,
“Easy,” 1 told him, “Let’s not call
it a round. Let’s call it the Doha
Development Agenda.” The media,
civil society and opposition politi-
cians demand ministers make pub-
lic their negotiating positions in
the name of democracy and trans-

parency. This can Kkill legitimate
compromise and trade-offs. When
positions become too public, it be-
comes more difficult to cut a deal
even if the disadvantages of com-
promising in one area are more
than offset by gains in another.

At Cancun, the Europeans and the
Japanese had been pushing hard for
the inclusion of competition, invest-
ment and government procurement
policies, something that had divided
everyone at Seattle. In negotiation,
as in poker, there’s a time to hold and
a time to fold. Towards the end of the
doomed conference, the Europeans
showed great flexibility and an-
nounced that after many years they
accepted that these issues, impor-
tant for them, would not float and
they would take them off the table.

They expected applause and then
movement because of this compro-
mise. Too late. Many ministers kept
reading out their speeches pre-
pared weeks ago in capitals or, in
some cases, written by anti-trade
pressure groups. Ministers who
wanted progress were furious in
their disappointment, but they
said, “We have already given on
this, what will you offer?” -

For some delegations it’s hard to
rewrite positions when the agenda .
changes. No ambassador has ever
been sacked for saying ‘no’ and pre-

serving the status quo. It’s safe. Yet,
even the big countries are stuck
back in an age when you can cut a
deal at a minute to midnight after go-
ing without sleep for 40 hours.

It now doesn’t work. Youjust can-
not get the message out to all the
ministers and capitals in the time
available. That’s why the Doha con-
ference was successful. My greatest
fear is that after a modest advance
at Hong Kong, cynical ministers
will seek another strategy. This im-
patient and dangerous alternative
would be to offer developing coun-
tries time to adjust. This will be-
come not a legitimate space for re-
form but an ‘opt- out’ option. That’s
a two-speed WTO - one for those
who are doing well, engaged, grow-
ing, and the other for the majority
who are poor and marginalised who
can opt out.

The rich countries could do little
deals to provide some modest access
to markets, some technical assis-
tance and continue as the Top 20
countries now do to provide 80 per
cent of world trade. This could then
be called a successful conclusion of
the Doha Development round with
all the sordid spin now associated
with these meetings.

This would be a historic disgrace
and betray the principles of multi-
lateralism by keeping the “rich clup’

intact and leaving the poor countries
on the sidelines. Sadly, some of the
poorest countries who now desper-
ately cling to certain privileged ex-
port quotas would feel pleased. So
would some of the anti-trade NGOs.
But then they would realise all
they have got is the status quo. And
haven’t we all agreed for years that
the status quo was unjust and only
yesterday’s best compromise?

We should not forget that the
WTO is more than just free and
open trade. Its rules help create
and maintain modern market
economies. It acts as an outside peg
to drive up internal reforms. Some-
thing China, Taiwan and South Ko-
rea understood. The most successful
economies like South Korea, Singa-
pore and Taiwan didn’t wait for the
WTO; they did it anyway because it
was in their interests. That's why
they are doing well.

The WTO is being bogged down
in the swamp of detail; regionalism
is exploding, disputes multiplying.
When this happens in diplomacy, the
strategy must be to widen the con-
text, enlarge the vision. To do this.
we need to re-read the speeches of
our fathers who established the mul-
tilateral system. They thought big.
The thinking now is mercantile
and municipal. Although at the G-8
and the African plan, there was a
glimpse of what could be.

Multilateralism could well be
saved by the Group of 20, a new group

-led by India, Brazil, South Africa and

China. If they can internalise their
differences, they have the credibility
to do the deal and to tell the truth.
Some countries, wound up by ex-
treme NGOs, still think they can win
on their specific issues outside a full
trade round. It’s called a single un-
dertaking covering all issues becatise
for nearly 20 years we had been try-
ing to fix the criminal injustices in
cotton, sugar and coffee on an indi-
vidual basis. It didn’t work.

One thing I have learnt is time
flies. Sometimes in negotiations we
spend ten years discussing a five or
ten-year timeframe. I'm still positive
but it’s going to take a few presidents
and prime ministers to make some
calls to make this work.

The writer is former
Director General, WTO
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Bid to divide Third World: India

\ \
‘WTO0 core concerns should be a

Dalian, (China), July 12 =\

PRESS Trust of India QQD.\K)

INDIA AND China have expressed
concern over attempts by some devel-
oped countries to “divide” developing
nations as WTO negotiations on key
issues such as agriculture and servic-
es reached a critical stage.

Commerce minister Kamal Nath,
who had a meeting with Chinese coun-
terpart Bo Xilai here on Monday night
on the sidelines of the Dalian Infor-
mal Ministerial Meeting (IMM), said
both sides viewed with “serious con-
cern” the attempts by some developed
nations to divide the developing na-
tions.

“We had a good interaction and de-
cided to coordinate our stance at the
MM talks so as to defend the rights
and interests of developing countries,
including least developed countries,”
Nath said in this northeast Chinese
port city.

“We share a lot of commonalities
with China and the meeting Ihad with

my Chinese counterpart would be of -

great significance for our bilateral re-
lations as well as ongoing WTO nego-
tiations,” he said.

The minister said he was very keen
to organise a meeting of least devel-
oped countries (LDC) prior to the
holding of the Dalian IMM in order to
exchange views with them on matters
of common interest as well as for co-
ordination.

13

. AFP
Chinese hostesses make a last minute
clean-up before WTO meetings start in
the Chinese city of Dalian on Tuesday.

Nath said India had been intensive-
ly engaged in the WTO negotiations to
ensure that its core concerns and in-
terests continued to be adequately ad-
dressed. India’s negotiating objectives
and the strategies to achieve them
have been developed based on detailed

THE HIDUSTAN TIMES

quately addressed’

analytical work and intensive consul-
tations, which are underway with rel-
evant stakeholders in the country, of-
ficial sources said.

The Dalian IMM, convened by Chi-
na, is being attended by commerce
ministers from countries like Aus-
tralia, Argentina, Brazil, Canada,
Japan, Indonesia, Malaysia, Pakistan,
South Africa, the US and the Euro-
pean communities. -

The IMM will conclude here on July
13 with a chairman’s declaration.

China as the host expects that the -
ongoing meeting will promote the
Doha round, an IMM spokesman
Zhang Xiangchen >aid on Monday.

“Our expectation is that the Dalian
Informal Ministerial Meeting will be a
successful one which will promote the
Doha round,” Zhang said.

“The negotiations are now at a crit-
ical juncture. According to the pre-
scribed agenda, members should
reach the so-called ‘first approxima-
tion’ by the end of July this year,”
Zhang, alsn deputy dircchvs puaavias vt
WTO affairs of the Chinese ministry
of commerce, said.

Nath also said that India’s stand on
the sensitive agriculture talks at WTO
is gaining recognition. )

“The G-20 proposals, which India
has helped formulate, has been more
or less accepted as the starting point
to start discussions. The extreme pro-
posals have not worked. India’s posi-
tion is gaining recognition.”
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All you needed to
know aboﬂi WTO0

Q: How is the WTO structured?

A: The World Trade Organization (WTO)
came into force on January 1, 1995, re-
placing the prekus GATT Secretariat as
the organization responsible for admin-
istering the international trade regime.
The WTO presently has 148 members, ac-
counting for over 97% of world trade. Itis
headquartered at Geneva, Switzerland.
The WTO’s top- level decision-making
body is the Ministerial Conference,
which meets at least once every two years
and is composed of international trade
ministers from all member countries. Be-
low this is the General Council (normal-
ly ambassadors and heads of delegation
in Geneva, but sometimes officials sent
from members’ capitals). The General
Council also meets as the Trade Policy
Review Body and the Dlspute Settlement
Body. At the next level, there is a Council
for Trade in Goods, a Council for Trade
in Services, and a Council for Trade-Re-
lated Aspects of Intellectual Property
Rights (TRIPS), which operate under the
aegis of the General Council. At the low-
est levels, numerous spe-

cialised committees, working
groups and working parties

deal with the individual agree-
ments and other areas such as
the environment, develop-
ment, membership applica-
tions and regional trade agree-
ments.

Q: What is the role of the Gen-
eral Council?

A: The General Council, composed of
senior representatives of all members is
responsible for overseeing the day-to-day
business and management of the WTO,
and is based at the WTO headquarters in
Geneva. In practice, this is the key deci-
sion-making arm of the WTO for most is-
sues.

Q: What is the role of the Trade Policy
Review Body?

A: The Trade Policy Review Body over-
sees the Trade Policy Review Mecha-
nism, a product of the Uruguay Round. It
periodically reviews the trade policies
and practices of all member states. These
reviews are intended to provide a gener-
al indication of how members are imple-
menting their obligations, and to con-
tribute to improved adherence by the
WTO parties to their obligations.

Q: What is the Dispute Settlement Body?
A: The Dispute Settlement Body, also
composed of all WT'O members, oversees
the implementation and effectiveness of
the dispute resolution process for all
WTO agreements, and the implementa-
tion of the decisions on WTO disputes.
Disputes are heard and ruled on by dis-
pute resolution panels chosen individu-
ally for each case, and the permanent Ap-
pellate Body that was established in 1994.
Dispute resolution is mandatory and
binding on all members. A final decision

of the Appeﬁate gody can only be re-
versed by a full consensus of the Dispute
Settlement Body.

Q: How does the WTO take decisions?

A: The WTO seeks to make decisions not
by voting but by consensus. This proce-
dure allows members to ensure their in-
terests are properly considered even
though, on occasion, they may decide to
join a consensus in the overall interests
of the multilateral trading system.
Where consensus is not possible, the
WTO agreement allows for voting. In
such circumstances, decisions are taken
by a majority of the votes cast and on the
basis of “one country, one vote”.

Q: What is the Secretariat?

A: The WTO Secretariat, based in Gene-
va, has around 600 staff and is headed by
a Director-General (DG). Its annual budg-
et is roughly 160 million Swiss francs.
Since the members themselves take deci-
sions, the DG has little power over mat-
ters of policy. There are four Deputy Di-
rector Generals to assist the DG. The Sec-

retarlat’s main duties are to supply tech-

nical support for the vari-

ous councils and commit-

tees and the ministerial
conferences, to provide
technical assistance for de-
veloping countries, to
analyse world trade, and to
explain WTO affairs to the
public and media. The Sec-
retariat also provides some
forms of legal assistance in the dispute
settlement process and advises govern-
ments wishing to become members of
the WTO. |

Q: How is the Director General appoint-
ed?

A: The procedures for the appointment of
the DG stipulate that the appointment
process must start nine months prior to
the expiry of the term of the incumbent
and conclude at least three months prior
to the same date. Since the term of office
of the current DG, Dr Supachai Panitch-
pakdi, comes to an end on 31 August 2005,
the appointment process for the next Di-
rector-General began on 1 December
2004. Members have one month after the
start of the appointment process to nom-
inate candidates. Subsequently, each of
the nominated candidates has three
months to make themselves known to
members and to engage in discussions on
the pertinent issues facing the WTO. In
the final two months of the process, the
General Council through a process of
consultations seeks to narrow the field of
candidates and ultimately arrive at a con-
sensual choice for appointment. Re-
course to a vote for the appointment of a
DG, though allowed, would be an excep-
tional departure from the customary
practice of decision-making by consen-

sus. Frenchman Pascal Lamy will suc-

ceed Supachai as the next DG.
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PREFERENTIAL TRADE AND WTO w,\@

A REPORT ON the future of the World Trade Ox-
ganisation (WTO) prepared by an eight-member
independent board headed by Peter D. Suther-
land, former Director-General of the WTO and its
predecessor, the General Agreement on Tariffs
and Trade (GATT), focuses its concerns on the
recent emergence of preferential trade agree-
ments (PTAs). These compacts include bilateral
and regional free trade agreements and unilateral
trade concession schemes such as the General-
ised System of Preferences operated by the Eu-
ropean Union and the United States. It is true
that PTAs represent a departure from the precept
of non-discrimination that is supposed to be a
guiding principle of both GATT and WTO. The
Africa Growth Opportunities Act of the U.S. is
another significant example of a discriminating
enactment. However, it is a reality that such pref-
erential agreements (assuming they meet certain
criteria) are within the norms of both GATT and
WTO.

In expressing its ideological opposition (“in
principle”) to the PTA surge over the decade of
WTO’s existence, and its anxiety over the poten-
tial of these agreements to undermine the bene-
fits of non-discriminatory free trade supposed to
be conferred by the multilateral WTO system, the
Sutherland report seems to contradict many of
its own contentions. For instance, it praises the
role played by the European Union, which repre-
sents the highest level of regional economic in-
tegration anywhere, in ensuring peace and
stability in post-war Europe. It joins issue with
critics of the North American Free Trade Agree-
ment (NAFTA), and hails the regional integration
being brought about in South America by the
Mercosur grouping. However, in relation to the
plethora of new PTAs, the report finds the risks
too high. It defends the surrender of national
sovereignty involved in the “widening and dee-
pening” of the international trade agenda repre-
sented by WTO through the inclusion of

agriculture, services, and trade-related intellec-
tual property and investment norms. However,
the expert report looks negatively at the new re-
gional agreements under which member state
are inclined to surrender a much greater de

of sovereignty than they are prepared to in
respect of WTO. n
It is not as if the pitfalls of PTAs highlighted by

the Sutherland report are not real. Such negatives
include the disproportionate clout wielded by the
larger economies in the groupings, the motivated
imposition of non-trade agenda items like ‘envi-
ronmental and labour standards’ on developing
countries, arbitrariness in deciding the rules of
origin, weaknesses and corruption in their en-
forcement, and the overdependence of develop-
ing countries on unilateral concessions under the
GSP, which might be withdrawn at any time. If
despite these risks many WTO member states are
eager to lock themselves into regional agree-
ments, the reason must be more substantial than
“frustration” with delays in negotiations under
the WTO process, which the report cites. If WTO
represents both a response to, and a driver of,
globalisation, PTAs must be recognised as a legiti-
mate response by member states to what WTO
stands' for. It is one way of seeking to improve
their comparative and competitive advantage by
forging compacts with trusted and compatible
trade partners. Thus, the PTAs seem to represent
building blocks rather than obstacles to the real-
isation of the globalisation agenda. The authors of
the Sutherland report admit as much when they
throw up their hands and say: “While our political
sense tells us that little can be done effectively to
prevent some further spread of PTAs, we would
like to think that governments will take into ac-
count the damage being done to the multilateral
trading system before they embark on new dis-
criminatory initiatives.” It reads like an opportu
nistic bow to realism from those who have #n
active ideological agenda to advance.
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