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Preface

The geopoalitics of the post-World War |1 period witnessed many profound changesin
various fields and the international trading system is one of them. Without going too
much into history, two events stand out amidst all developments. Onewastheinitiation
of the General Agreement on Tariffsand Tradein 1947, which, through an evolutionary
process, was transformed and institutionalised as the World Trade Organisation in
1995. The other was the formation of the United Nations Conference on Trade and
Development, which has completed 40 eventful years and will be organising its 11"
Sessionin S&o Paulo, Brazil in Junethisyear.

These institutions are playing decisive roles in shaping the future of the international
trading system. Whilethe WTO isregarded astheinstitution to take forward the rules-
based international trading system, UNCTAD isdischarging its responsibility towards
making the system more balanced, in particular for the poor.

Thereisno doubt that international tradeisan important meansfor countriesto achieve
better economic growth. The moot question iswhether increasing cross-border exchange
of goods and services can lead to better standards of living for the poor. There is no
simpleanswer. While one hasto look at the current international trade regime (with the
WTO being amajor driver, but not the only one) critically, other equally important i ssues
should be taken on board.

National devel opment strategies are fundamental and one needsto find out not only the
linkages between such strategies and the international trade regime but also how to
achieve better coherence between different policies impacting economic growth and
development, and poverty.

Here lies the importance of the role of and coherence between the activities of four
pillars of the international trading system:

e WTO being the ingtitution of the rules-based system;
UNCTAD to direct the system towards a more balanced outcome;
National governmentsto seetoit that national development strategiesare compatible
with the emerging international trade regime; and

o Civil society, in particular NGOs, many of whom act as “drivers for change” and
“voices of the poor” to intervene in the governance of the system.
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Indeed, today the international trading system is at a crossroads. One doesn’t require
much analysis of what happened at Canciin and immediate developments, as the time
has come to find out the missing links in order to take the Doha Development Agenda
forward, keeping the ‘development’ upfront. This is, however, not to say that one
should not learn from history.

But if one looks at history as a sequence of events, there is hope that the international
trading system can be brought back to the right track. Seattle was afailure, which was
followed by the successful UNCTAD X conference in Bangkok. Next, Doha was a
success, followed by another failure in Cancin. Now, UNCTAD XI, with its theme
“enhancing coherence between national development strategies and global economic
processes towards economic growth and development, particularly of developing
countries’ isabout to be held. Will thisbe agood omen for asuccessful WTO Ministerial
to be heldin Hong Kong in 2005?

One cannot guarantee this, unless different stakeholders act now to take forward the
rules-based international trading system, while preserving its sanctity and judging the
outcomes in terms of the benefits to the poor. The civil society (non-state actors) hasa
major roleto play inthisregard.

K eeping in mind these developments, CUTS Centrefor International Trade, Economics
& Environment organised an Afro-Asian Civil Society Seminar — From Canciin to Sdo
Paulo: The Role of Civil Society in the International Trading System—in New Delhi.
Over 150 participants representing NGOs, academia, research institutions, media,
governments and inter-governmental organisations participated in the debates and
discussions. It was designed to optimise cross-fertilisation of ideas and experiences,
linking macro aspects with micro issues.

One of the major successes of the event wasthat it produced an agendafor futureaction
(by the civil society and other stakeholders), including an Afro-Asian Civil Society
Statement on Trade. It also clarified the role of the civil society in regard to the pivotal
positionit occupiesinthe system, with an urgeto utilisethis position in amore meaningful
manner. In order to do so systematically, the Afro-Asian Civil Society Network on Trade
(ANCSOT) has been formed, which will striveto take forward the agenda.

No doubt, this is going to be a long and arduous road, having both milestones and
bumps, which the Seminar attempted to find. Case studies from different countries and
covering various aspects of the functioning of the international trading system were
taken on board. However, amajor lacunawasthat there were not many case studiesfrom
Africa. Thisisacausefor concern but, at the sametime, presents uswith the challenge
to ensure better and more focused capacity building of civil society organisations and
other stakeholders. In future, UNCTAD should have a better and cogent focus on this
aspect. A major observation was that many in the civil society movement do not know
what inter-governmental organisations, like UNCTAD and UNDP are doing on trade
and development issues, and also vice-versa, i.e. the knowledge and information
gathering system of these organisations should be more robust.
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Thus, one of the recommendations of the Seminar is that the fundamental objective of
manifesting the role of the civil society in the international trading system should be
based on the tenet that one hasto look into the history (with itsvicissitudes) as dialogues
between the past and the present, while addressing the future.

This publication attempts to place this tenet on the proscenium of the international
trading system, i.e. before the trade community at large. It not only includes the papers
and proceedings of the Seminar, but also provides a roadmap to the civil society and
other actors to look into the linkages between the internationa trading system and
national development strategies, with devel opment and poverty reduction asthe ultimate
goal.

The structure of the book is asfollows: The Seminar’s sessions have been divided into
chapters. Each chapter summarises the proceedings and includes up to four papers that
were presented during that session. It was difficult for many presenters to submit a
paper for inclusion in these proceedings due to the tight timeframe. For this reason
several interesting presentations have been omitted, although we hopeto do them some
justice by presenting a short abstract of the main points. The Rapporteurs' Report has
been included as an executive summary.

The overarching theme of the papersistheir concernin one form or the other with the
international trading system. All papers, except for the one by Val érie Engammare and
Jean-Pierre Lehmann and the speech by Colin Ball have been written by experts from
developing countries. Therefore, almost all represent “a view and a voice from the
South”.

Theannexes comprisethe Afro-Asian Civil Society Statement on Trade, an Agendafor
Future Action, adescription of the Afro-AsiaNetwork of Civil Society Organisationson
Trade, the UNCTAD Pre-Conference Negotiating Text, the Seminar’sProgramme, aList
of Participants, aPictorial Annex, andaList of CUTS-CITEE Publications.

We urge the international community to discuss, debate and take forward the
recommendations outlined in this publication. CUTS will continue to play a catalytic
rolein strengthening, widening and deepening the process of civil society interventions
in the international trading system.

Finally, let me acknowledge the support from the Commonwealth Foundation,
International Development Research Centre of Canada, Oxfam GB in India and the
Norwegian Agency for Development Coooperation to organise this Seminar and for
publishing this document. | am also grateful to my colleagues, particularly CITEE'S
Director Bipul Chatterjee aswell as DianaMontero Melis, PurnimaPurohit and Aparna
Shivpuri for their hard work in designing and organising the event and publishing this
document.

Jaipur, India Pradeep S. Mehta
May 2004 Secretary General
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Rapporteurs Report

Peter Draper and Julius Sen

Introduction and Background

Consumer Unity & Trust Society has been active in the United Nations Conference on
Trade and Devel opment process since UNCTAD X, held in Midrand, South Africain
1996. It has been especially engaged with debates relating to the multilateral trading
system and itsimpact on devel oping countries. As per its philosophy, CUTS hasplayed
aconstructiverolein thisprocess, in terms of exploring possibilitiesthat could work to
the advantage of developing countries and also from the perspective of finding
productive solutions to problems with the system, i.e. both in terms of trade promotion
and trade policy.

With the 11" Session of UNCTAD to be held in Sao Paulo, Brazil in June 2004, CUTS
hopes to build on this tradition and contribute meaningfully and effectively to the
debate on trade and devel opment issues. Thisfitswith the stated theme of UNCTAD XI,
which is to “enhance policy coherence between national development strategies and
global economic processes towards economic growth and devel opment, particularly of
developing countries”.

By bringing together policy-makers, civil society groups, academia, media persons,
UNCTAD and UNDP (United Nations Development Programme) representatives, mainly
drawn from Sub-Saharan Africaand Asia, CUTS has succeeded in furthering the debate
on possible areas of coherence between trade and development policies, and hence
possible policy co-ordination between these two very different regions that otherwise
share so much with respect to their general problems of engaging effectively with the
international trading system.

This unique contribution of CUTS to the deliberative process in and amongst societies
that often feel marginalized by the multilateral process was widely complimented and
commented upon by all Seminar participants.

Seminar Objectives

The stated objectives of the Seminar wereto:
e Take stock of the various aspects of the international trading system, which are of
specid interest to developing countriesin Asiaand Africa;
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o Discuss concerns and necessary actions of civil society organisations, governments
and other stakeholders for achieving better coherence between the international
trading system and national development strategies;

o Provide a networking platform to civil society organisations and others to discuss
issues of mutual interest and build partnerships between and among different
stakeholders; and

o Adopt the Afro-Asian Civil Society Statement for taking the Doha Devel opment
Agendaforward and devel op aresearch agenda and advocacy inputsfor civil society
organisations.

Seminar Agenda

The agendawasambitiousin bothits range and expectations. Four themeswereidentified
for detailed exploration and discussion in a plenary format, in addition to a general
discussion of the key post-Cancun issues dealt with in the Inaugural Session. In each
topic area, a chairperson introduced the subject, and presenters then set out their
thoughts and ideas. These were often supplemented with the circulation of papersin
advance. Thetime remaining was used to open the discussion to the audience, to which
panellists were invited to respond. The chairperson then concluded the session with
their observations. The plenaries addressed the following four topics:

o Assuring development gains from the international trading system

o Doesthe international trading system promote the interests of the poor?

¢ Building and strengthening capacity in trade policy

e Therole of UNCTAD in assisting national trade and development strategies

These were supplemented by two workshops. A variety of case studieswere presented
on awiderange of experiencesin how trade policy reformsactually play out in practice,
and on how civil society groups have been able to influence the policy debate in
different societies.

However, the discussions were at times a little unfocussed, perhaps because of the
sheer size of the agenda, the scal e of itsambition, and the multiplicity of objectives. But
then this reflects the complexity of the international trading system.

The Seminar thus covered three aspects:

e The UNCTAD agendafor policy coherence;
e The seminar objectives; and
e Theseminar topics.

Seminar Achievements

Therange of presentations and the nature of the debates reflected awide range of views
on thefirst issue, i.e. in taking stock of the current situation and of itsimplications for
developing countries. The broad impression was that debates and discussions tended
to revolve around two approaches.

Thefirst wasto question the basic paradigm of the neo-liberal model, while the second
was to seek improvementsto the way the system functioned within the structure of that
paradigm. The latter view appeared to be more broadly held than the former, but there
was often a sense that disastrous policy choicesin policy reform (asin the Indonesian
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sugar privatisation case) suggested that deeper questions needed to be asked about
the paradigm itself.

Moreover, frequent references to non-trade issues (such as animal rights, ethical
economics, humanist principles, etc) suggested that there was deep dissatisfaction with
thelargely economic terms of reference of the neo-liberal model.

There was, however, less clarity on how to achieve greater coherence between the
activities of stakeholders (business, etc), national governmentsand civil society groups.
Therewasasimilar lack of general clarity on how theissue of policy coherence between
domestic development plans and theinternational trading system wereto be addressed.
This perspective seemed to emerge from many sessions, even when the chairpersons
asked specifically for interventions or suggestions on thisissue. The whole question of
policy coherence, either asaprocessor in substantiveterms, and horizontally aswell as
vertically, would thus appear to berich with extensive research possibilities, particularly
in the context of what UNCTAD is seeking to achieve at the international level.

On the objective of providing networking possibilities for developing country civil
society groups to share ideas and positions on a range of issues of concern to them, it
was not apparent from the formal proceedings, but was certainly in evidence in the
informal gatherings that took place outside the structure of the Seminar. Moreover,
networking possibilitiesand their outcomes cannot be measured. Neverthel essthewide
array of civil society interests from the Afro-Asian region, and the range of issues and
interests they represented was itself remarkable and would suggest that this objective
was generally achieved. But aswith all systemsthat rely on networks, these have to be
sustained over time if they are to be effective.

Andontheissue of agreeing afinal statement on behalf of Afro-Asian Civil Society, the
draft text waswidely welcomed but del egates wanted more timeto study and respond to
its specific contents. Achieving this objectiveistherefore something that can only take
placein the lead up to Sao Paulo.

One theme that emerged from the Seminar was that UNCTAD and the UNDP could
actually play amore productiverolein theinternational process of trade negotiationsif
national governments from developing countries, together with civil society groups
and business associations, recognised both their strengths and limitations, and worked
within thoselimitations.

Another key feature emerged from comparing the sorts of concerns expressed by civil
society groups and the sort of work being done by UNCTAD and the UNDP was that
these institutions were addressing many of these issues but that civil society groups
remain largely unaware of this. Devel oping networks between civil society groups and
these ingtitutions would also thus appear to be one of the key challenges facing both
sides. The Seminar did, however, succeed in providing greater clarity regarding their
role and potential, and also in identifying possible areas for further research.
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Overall Assessment

The overall impression of the Seminar was that there was less than sufficient focus,
clarity or coherenceinitsstructure or choice of topics, and henceitsoutcome. However,
it wasfar more productive and successful in creating an awareness of just how complex
thetask of building networks and policy coherence acrosstwo major components of the
developing world really was. Both these outcomes were perhaps inevitable given the
vast range of topicsand interests affected by the multilateral process, and by the unique
nature of this particular gathering.

At the same time the Seminar raised, both directly and implicitly, a number of very
important issues about the link between trade and development, the issue of policy
coherence, and therole of civil society inthebroader scheme of things, which areworth
reviewing. Perhaps the first and most important observation was that two debates
continue to run in parallel in the domestic context of many developing countries. one
relating to development issues as traditionally understood, and the other relating to
dealing with the international trading system. These two discussions appear to take
place in considerableisolation from one another and suggest that this policy challenge
is yet to be addressed in any systematic manner.

A question posed repeatedly through the Seminar was whether this relationship has
been fully understood and itsimplications recognised, and whether devel oping countries
have adjusted their systems and procedures to meeting this new policy challenge? To
this the response appeared to be that the importance of linking trade and devel opment
issuesin acommon policy framework wasindeed well understood in theoretical terms,
but no institutional or procedural mechanism has yet been devised that would manage
to address the two simultaneously and/or coherently. Even the Poverty Reduction
Strategy Papersframework sponsored by the World Bank wasfound to beinadequatein
thisregard.

It appeared that the problem islargely procedural. Trade agreements are negotiated for
the most part by commerce ministries, while domestic development strategies are the
product of a domestic consensus involving many ministries and led by the head of
government. Therole of civil society in bridging this gap and in bringing greater focus
and clarity to this debate within the domestic situation of many developing countries
would thus appear to call for engagement at several levels:

e Getting national governments to recognise that they need to reorganise internal
processes and procedures to achieve this (perhaps by highlighting policy disasters
when thisis not the case, as with the Indonesian sugar privatisation case).

e Supporting this approach through sectoral research and analysis of policy proposals
and their impact.

e Through advocating policy approaches based on their research findings.

Whichever of these activitiesaparticular NGO happensto be activein at the moment, it
would appear generaly to be rich with research and advocacy prospects.

We heard how civil society groups in Bangladesh (especialy the Centre for Policy
Dialogue), and indeed CUTS in India, were playing just such arole. However, it was
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equally clear from their presentations and from references to their role by government
representativesthat their emphasiswas on shaping and influencing external trade policy
more than on influencing development decisions in the domestic context that built
considerations of an external trade policy context into the process.

We also heard examples from Sub-Saharan Africawhere the decision-making process
relating to some macro-economic management priorities depended on Structural
Adjustment Programme conditionalities and Heavily Indebted Poor Country initiatives,
whereas trade priorities and domestic development considerations were handled by
other ministries, with all three groups frequently working at cross purposes.

This rather mixed, though generally gloomy picture, points to three important

considerations:

e Developing countries still have along way to go in managing this complex policy
area, and it isdoubtful that solutions can be brokered through external agreementsor
interventions.

o Thefurther devel oping countries go down thisroutethe greater will bethe recognition
that each of them has very differing negotiating priorities at the multilateral level.
What implications does this hold for the question of developing country coalitions,
or for questions of negotiating solidarity?

e Where does this leave South-South NGO co-operation and co-ordination?

Perhaps the agenda of civil society groups needsto be revised to consider these issues?
Thus it would appear at first sight that prospects for co-operation could be vastly
overstated. However, the experience of Cancun, and before that of the public health
debate on TRIPs (the WTO agreement on trade-rel ated aspects of intellectual property
rights), would suggest that some issue-specific aliances and co-operation could be
very successful and productive.

Looking at the medium to long-term, it woul d appear that co-operation would be strongest
in areas where common issues are explored and their implications evaluated, but rather
weaker in contributing to national policy responses domestically or at the multilateral
level, where obviousdly differing national perspectives and priorities would be brought
to bear. It is certainly worth considering this issue in far more depth as so much rides
upon it.

A curiousfeature of thissituation would appear to be therel ative advantage that smaller
devel oping countries have both in terms of bringing their trade and development policies
into some sort of aignment (aswould appear to be the casein Bangladesh), and pursuing
their interests at the multilateral system. From this it appears that larger developing
countries need these coalitionsfor largely defensive purposes, while smaller developing
countries can manage with single-issue advocacy coalitionsin policy areas of interest
and concern to them.

If this were true it would have significant implications for South-South co-operation,
and for South-South trade agreements where smaller devel oping countriesresent (asin
the case of Bangladesh-India relations) the indifference of the larger partner to their
very specific concerns.
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Another major observation relates to a point that was raised by at least two of the
Seminar chairpersons. Namely, if civil society groupsareto beactiveand influential on
behalf of developing country interests at the international level, then they would need
to get involved in the policy process of developed countries. This, in turn, suggests
that they need to understand the process, create networks with interests with similar
objectives, and work through their systems to shape appropriate negotiating mandates.

The rewards of this approach could be far more significant than a bottom-up approach
through devel oping-country structures, it was pointed out. It was evident from the lack
of discussion on thisissuethat the civil society community had perhaps giveninsufficient
thought to this approach. Part of the reason for this would appear to go back to the
fundamental point mentioned above: that many developing countries do not really
know what to ask for at the multilateral level becausethey do not really understand how
these agreements will play out in practical terms on the domestic economy. This is
because they do not have systemsin place to provide them with this assessment in the
first place.

Nevertheless, thisis a suggestion that would appear to be of crucial importanceto the
well being of developing countries, and would appear in need of serious attention by
the NGO community and by devel oping country governments. A third major observation
is built on the presentations and observations of the UNCTAD and UNDP
representatives. Many developing countries NGOs, and indeed governments,
apparently do not know the strengths (and limitations) of these and other inter-
governmental institutions in specific issues of capacity building and of being able to
generate awider international debate particularly whereissues of trade and devel opment
are concerned. This was evident from the nature and content of questions and
interventions at different times throughout the seminar.

It also fits with the scenario suggested above. Developing countries systems are weak
in domestic policy processes relating to trade and devel opment issues, and areweak in
forging allianceswith interestsin devel oped countriesthat could help shape policiesin
those countries to developing country advantage. Shadowing this governmental
weakness is that of NGOs in those two situations.

And now wehaveathird level of weakness. Devel oping country governments apparently
are not fully aware of the potential benefits of utilising the networks and institutional
advantages of inter-governmental organisations to press their cases at the multilateral
level and with other international institutions (for example the World Bank and the
International Monetary Fund). Thisis again mirrored in the situation of NGOs. This
would suggest that substantive and specific benefits are yet to be accessed by many
developing country governments and civil society groups.

Finally, there were debates on regional trading agreements (RTAS). From the various
presentations made, it seems clear that RTAs between devel oping countries makelittle
economic sense unless accompanied by a customs union of the Southern African
Customs Union (SACU) or the European Union (EU) variety. Yet politically thereisa
strong instinct to go down this route, perhaps because of the importance of emerging
developing country coalitions, such as the G-20, and the perceived additional thrust

6« From Cancun to Sdo Paulo ®2d X CUTS



that aregional grouping could provideto this process. But there are at least two issues
that need to be considered carefully while going down this route. The first relates to

capacity.

If itisthe case of many devel oping countries, particularly theleast devel oped countries,
that they find it difficult to dedi cate resources and manpower to the multilateral process,
thenitisdifficult to seewhat advantagesthere could bein diverting these very resources
for agreements, which yield marginal economic and trading benefits. Unless of course,
the political advantage of a regional grouping centred on an RTA that is essentialy
devoid of substance, iscompensated for by stronger resultsat the multilateral level. Itis
possible to see this happening, but policy-makers should be clear of the costs and
benefits of this approach, and this is something that civil society can help assess.

The second point relates to the cost of policing an RTA and enforcing rules of origin
provisions. One of the features of a developing country customs administration is that
it findsit difficult to cope, isunder-resourced, and isvulnerableto avariety of pressures.
In this situation it would be counterproductive to load further responsibility on such a
systemfor marginal economic benefit. A multiplicity of customs scheduleswould further
expand opportunities for corruption and abuse of power and would probably achieve
very little in terms of improving the performance of economic sectors in participating
countries.

This problem is further compounded in the case of Sub-Saharan Africa by the large
number of overlapping RTAS, some with customs unions and some without. Policing
this system effectively would be well nigh impossible.

Overdl, therefore, the political advantages of a South-South RTA would have to be
significantly positiveif it isto more than compensate for the disadvantages described
above.

Perhaps this whole areais also rich in research possibilities that civil society groups
could get involved with, particularly in the context of apoint that came out repeatedly in
the seminar: that large developing countries like India and South Africain particular
could demonstrate their commitment to South-South cooperation by providing better
market access to their smaller neighbours. This would provide greater credibility and
legitimacy totheir ‘leadership’, whileal so contributing to the sol ution of pressing market
access problems of their neighbours.

Large devel oping countries may have their reasons for not providing such access, but
therationale, logic and implications of not doing so, particularly in the context of building
devel oping-country coalitionsfor the multilateral process, issomething that civil society
groups could explorein greater detail.

Peter Draper is Research Fellow at the South African Institute of International Affairs, South Africa.
Julius Sen is Consultant at the London School of Economics & Political Science, United Kingdom.
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Inaugural Session

Wedcome:  Pradeep S. Mehta, Secretary General, CUTS International

Chair: Arjun Sengupta, Chairman, Centre for Development and Human Rights, New
Delhi
Speakers:  N. K. Singh, Member, Planning Commission of India
Magda Shahin, Egypt’'s Ambassador to Greece
K. A. Azad Rana, Deputy Director-General, World Trade Organisation
Lakshmi Puri, Director, Division on International Trade in Goods and Services,
and Commodities, UNCTAD
Colin Ball, Director, Commonwealth Foundation
S. N. Menon, Specia Secretary, Department of Commerce, Government of India

Mr. Pradeep S. M ehta, Secretary General of CUTS International, inaugurated the Afro-
Asian Civil Society Seminar by welcoming all delegates to three days of fruitful
discussions. Mr. Mehta expressed his delight to see over 30 countries represented.
“This Seminar”, he said, “has brought together participants from Asia and Africa to
deliberate on pertinent issuesin international trade”. He also mentioned that the WTO
Ministerial at Cancuiin had been anew beginning ininternational geopalitics. “ Although
some people labelled Cancin afailure, | look at is as a changing point not only in the
history of trade but also in the history of international geopolitics.” He explained that
the Seminar was being carried out in the context of UNCTAD X to be held in Sdo Paulo
in June 2004. The objectives were, amongst others, the adoption of a Civil Society
Statement on the International Trading System and the launching of an Afro-Asian
Network of Civil Society Organisationson Trade Issues (ANCSOT). Hethen introduced
Dr. Arjun Sengupta, Chairman of the Centrefor Devel opment and Human Rightsin New
Delhi, who wasto chair the Inaugural Session.

Dr. Arjun Sengupta, leading Indian economist, congratul ated Pradeep S. Mehta and
CUTS for the organisation of an “entertaining and illuminating session”. In his brief
introduction, he spoke about therole of Civil Society intheinternational trading system.
He praised CUTS' continuous efforts and successes in linking advocacy and research
and thus contributing towards a better understanding of trade issues. “This seminar”,
he stated, “is specially devoted to the changing and dynamic role of Civil Society in
international trade.” Sengupta identified the role of Civil Society in influencing
international trade policy in three areas:
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1 Civil Society should influence their national governments.

2. Civil Society should influence civil societies in other countries and thus indirectly
the governments of other countries.

3. Theroleof Civil Society should beto persuade governmentsto implement whatever
was agreed during trade negotiations.

Mr. Sengupta remarked that the third area of work usually receives less attention than
the other two. He also raised several questions, namely: What should governments do
to empower people? How should governments provide alevel playing field? And what
kind of level field should be produced? “Reforms’, he concluded, “should be well
designed and sequenced.”

The Chairmanthenintroduced Mr. N. K. Singh, Member of the Planning of Commission
of India, whowasto deliver theinaugural address. Mr. Singh avowed the important and
pioneering role in many areas of trade and economic policy that CUTS is playing.
“Especially its cooperation and collaboration with organisations at an international
level stand out”, he said. Often governments may not represent the mainstream, and
non-governmental organisations (NGOSs) provide the necessary grassroots inputs. As
a consequence, the importance of the role of NGOs in international trade has raised
several questions. Should NGOs provide country specific positions? Should they try to
build cohesion? Or should NGOstry to join handsacrossregional boundariesto establish
middle grounds in contentious issues? “This is an evolutionary process’, he clarified
“and therole of the NGO community should deal with transparency.” Asissuesbecome
more complex and affect the lives of many individuals the processes need to become
transparent.

Mr. Singh's concerns with regards to the international trading system and the role of

Civil Society relateto thefollowing issues:

1 Areinternational institutions adapting themselves in a manner that provides them
with legitimacy ininternational trade policy especially since the differences between
trade policy and macroeconomic policy have become more blurred?

2 Over thelast few years accepted definitions for services, manufactures and capital
have changed. Is this threefold definition therefore still relevant? Should we till
operate under the same classification?

3. Since definitions are changing and covering more ground, should the charter of the
WTO be alowed to go beyond goods and services?

4. What kind of differences in economic policies and strategies will emerge out of
skewed and changing demographic profiles of different countries? For examplein
Japan about 30 percent of the population is between 62 and 65. In Italy the situation
is similar. On the other hand South Asia has a young demographic profile. What
impact does this have on the segregation of economic activitiesin nations and more
importantly on government policies with regards to migration and outsourcing?
According to an UNCTAD study a country like Japan would need the injection of a
million people ayear between 2008 and 2020 if it intends to engage in meaningful
economic activity and factor efficiency is to be maximised. There are 175 million
people who are registered migrants, and this figure is most probably grossly
underestimated. Out of these millions, 40 percent arein devel oping countriesand 60
percent in developed countries. What will happen when people start moving at
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speeds and sizes never seen before? Today, remittances to developing countries are
approximately US$ 95 billion a year, four times the total overseas devel opment
assistance.

5. The US continuesto pose huge current account deficitsto thetuneof US$ 1.1 billion
aday. Other countriesabsorb the US deficitsby increasing their reserves, or increasing
USinvestments as well asinvesting in US bonds. Is this US-centric growth model
sustainable and how long will it remain so?

6. Since growth is generally productivity led, is the movement of multinational and
American firms from zones of low productivity to zones of high productivity not
resulting in ahollowing effect in devel oped countries?

7. Animportant concern iswith regardsto the “ seamlessness’ by which global money
flows between nations with the help of technology (multiplier effect of the ICE
economy) and financial innovation.

8. Since economic activity isdisaggregated all economic activitiesare extending beyond
economic boundaries. There is a new challenge in the context of the WTO, that of
redefining the concept of sovereignty. Sovereign nations have looked upon
sovereignty differently. Would thislead national policiesin different nationsto look
increasingly similar?

Following the inaugural oration five distinguished speakers addressed the gathering.
Ambassador M agda Shahin, Egypt’s representative in Greece, focused on the recent
and rapid changesin theinternational trade scenario. She remarked that NGOs played
an instrumental role in Cancun, unlike during the Uruguay Round where they were
practically absent. Indeed, NGOs had much influencein the results of Canciin. Moreover,
NGOs can serve as element of ‘continuity’, which developing country delegates in
national capitalsand in Genevasometimeslack. Inthat sense, work between devel oping
country delegates and Civil Society should be based on trust and understanding that
they are working together for the same objective.

One of the successes of the Canciin Ministerial, Ambassador Shahin remarked, wasthat
it “unveiled the truth” and the Machiavellian way of negotiations of the European
Unionwasbrought to thefore. What wasimportant, she emphasised, wasthat developing
countries stood firm to defend their interests. They resisted yet another attempt by the
developed countries to renege on their promises and undermine their demands.
Moreover, Cancuin allowed devel oping countriesto regroup themselvesinto “ coherent”
groups, thus enabling them to coordinate more closely. Canclin was an eye-opener,
which showed how the Doha Agendahad been purposefully overwhe med with linkages.
The conference showed theincreasing frustrationsin devel oped countriesfor differential
interpretation of legal texts by developing countries.

One of the big limitations of Canclin wasthat it overlooked the Implementation | ssues.
By neglecting these issues and with all the linkages and twisted interpretations, it
became clear that the devel oped countries wanted to go back on their promisesin Doha.
In Doha, the decision toimplement and operationalise Specid and Differential Treatment
followed the reinsertion of Paragraph 50 in the Mandate.

Ambassador Shahin drew attention to the fact that the fear that the EU and the US
would move away from multilateralism towards regionalism after the Canciin debacle
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had provedincorrect. Infact, both the EU and the US are pushing for the early resumption
of a new round. Though most calls are empty, they still adhere to the principles of
multilateralism as the best policy. The Cancin Ministerial also re-emphasised the
integrated approach to trade and devel opment, which was designed at Doha. Theworld
trade scene, political scene and devel opment scene became moreinterlinked.

The next speaker, Dr. K. A. Azad Rana, Deputy-Director General of the World Trade
Organisation, pointed out that civil society plays a very important role, arole that is
valued and appreciated by governments. It plays the role of a beacon. The WTO is
aware of the role that Civil Society plays and has been increasing its interaction with
NGOs. Thisyear the WTO Public Symposium, which has become an annual affair, will
attract 800 NGOs. However, at the sametime Civil Society must keep thefact in mind that
negotiations take place in the realm of international politics and invariably involve a
certain amount of give and take.

Dr. Rana also said that there are new changes emerging in a developing countries
perspective on trade. Inclusion has become a priority. Developing countries have also
realised the importance of cooperation amongst themselves. The Cotton Initiative by
the West African countries and the G20 initiative after Cancuin bear proof of this. What
is also noteworthy is that at times this cooperation is amongst a rather heterogeneous
group of developing countries, for instancein the G20 Indiaislooking for some protection
for itssubsistencefarmers, while Brazil wants maximum agricultural liberalisation.

In recent times there has been increasing talk of regionalism. And yet, regional
cooperation can only be a complement, not a substitute of multilateral liberalisation.
Regional trading arrangements can help countries liberalise through a step-by-step
approach. People may feel that the multilateral system is not perfect. However, like
democracy, there are no better alternativesto spur global trade and devel opment. There
are very few instances where devel oping countries have prospered in spite of keeping
their economies closed. Globalisation isnot an entirely painless process. Nevertheless,
countriesthat have adopted the route of liberalisation have achieved large-scal e growth.
The main concern of the poor is not globalisation but being left out of the benefits that
comeout of globalisation. Thisiswhere national governmentsand Civil Society havean
important roleto play.

Dr. Lakshmi Puri, Director of the Division on International Tradein Goodsand Services,
and Commoditiesof UNCTAD, began her speech by referring to the role and mandate of
UNCTAD in relation to the international trading system and stating “UNCTAD is a
natural partner of the NGO community.” UNCTAD, sheexplained, isthe United Nations
focal point for the integrated treatment of trade and development and inter-related
issues. Thethreepillarsof UNCTAD’swork are;

1 Research and analysis,

2. Technical cooperation and capacity development,

3. Intergovernmental policy dialogue as well as consensus building.

Themain difference between the World Trade Organisation and abody like UNCTAD is
the fact that the latter is a negotiating body. It therefore has a bigger agenda and
provides amore strategic view of theinternational trading system that goes beyond the
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WTO. Dr. Puri went on to talk about the important trends in the international trading
system and noted three messages expected from UNCTAD XI in Sdo Paulo. Firgtly, trade
asan enginefor development, secondly, the need for coherence and thirdly, the value of
multilateralism. Dr. Puri then noted the development gains and identified several steps
that would lead to their realisation. She specifically mentioned the necessity to deliver
the expected gainsfrom the Uruguay round, aswell asto address devel oping countries
adjustment costsand own palicies. She pointed out theissue of policy space, liberalisation
and globalisation, theimportance of synergies between the state and the market and last
but not least fair competition. Dr. Puri concluded by arguing that accordingto UNCTAD’s
estimates the expected gains would be significant and the benefits would accrue to
developing countries throughout the world.

Mr. Colin Ball, Director of the Commonwealth Foundation, quoted John Holt, an
educationist of the 1960s: “Welivein societies that make no sense, do not work, and are
headed towards disasters we have no idea how to avert.” The international trading
systemtoday, Mr. Ball declared, reflectsthe same. Indeed, theentireinternational trading,
financial and geopoalitical system isacomplex web of agreements and institutions that
arealleged asnot working. If weareto take the Doha Development Agendaforward, the
role of Civil Society should focus on the following fundamental questions:

e Whatisitfor?
e Whomisitfor?
e How should it then work?

Often thereislack of conformity between the entire policy processes. As Martin Khor
from the Third World Network has pointed out, negotiations are going on without
further clarifications and decisions are being taken without negotiation. It isthetask of
Civil Society to provide an answer to these questions and make sense of the processes.

Mr. S. N. Menon, Special Secretary at the Department of Commerce, Government of
India, declared that the multilateral trading system has seen some major advancessince
the original GATT-25. Today, the bulk of world trade takes place among the 148 WTO
members. He remarked that the importance of the WTO is to be found in the Dispute
Settlement Body, which has created a rules-based international trading system.

Mr. Menon identified the role of Civil Society in drawing alinkage, in being a bridge
between the world of reality and that of negotiations. Civil Society should help
governments to keep an ear to the ground. Recently new issues have come onto the
discussion-table of the WTO in the form of |abour rights, human rights, environment,
etc. Inthiscontext, Civil Society hasavital job: It hasto articul ate stakeholders' views.
Issues in the trade agenda such as TRIPs and public health and the cotton issue have
emerged dueto therole of Civil Society. What wearelooking at ininternational tradeis
equitable trade and predictable trade.

Mr. Pradeep S. M ehta concluded theinaugural session by saying that for NGOsto ask
for a seat on the negotiation table isan impractical idea. The size of the table would be
that of afootball field. Hefurther declared that “linkages’ would |ead to the contamination
of the current trade agenda. For this reason and although CUTS supports and upholds
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human rights and environmental consciousness, the WTO is not the right forum to
include these issues. The TRIPs, which is simply aroyalty collecting mechanism, is
already part of the WTO. Other organisations should be empowered to look at non-
trade issues. Whilst the ILO looks at |abour, the WTO should look at trade.
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From Dohato Cancun and Beyond

K. A. Azad Rana

Ladiesand Gentlemen,

| would like to start by expressing my appreciation to CUTS Centre for International
Trade, Economicsand Environment for organising thisseminar. | am particularly grateful
for thisinvitation since this seminar has given me an opportunity to visit India, something
that | have wanted to do for avery long time.

In keeping with thetopic of the seminar, | would liketo focusmy talk today on two broad
elements. Firstly, | would like to present a brief overview of the Doha Ministerial
Declaration adopted in November 2001. The Doha Development Agenda, or the DDA as
it is more commonly referred to, is one of the most used phrases in current economic
analysis of the multilateral trading system. But very often thereislack of clarity about
what it standsfor, including its devel opmental component. | would thereforeliketo first
touch upon the main elements of the Doha Ministerial Declaration; its underlying
principles and objectives; and elaborate upon the ‘ development related issues in the
Declaration. Thereafter, in the second part of my talk, | would like to touch upon the
progress made after the Canciin Ministerial Conference, including the current statusin
some of the key areas.

Oneway of taking aschematic overview of the Doha Development Agendaisto divide
theissues set out inthe DohaDeclaration into four main components. The most important
component of the Declaration is obviously its development dimension, including
proposals for technical assistance and capacity building issues. The second broad
element of the declaration is the market access negotiations, which encompasses trade
in services, agriculture and non-agricultura tariffs. Thirdly, the DohaWork Programme
includes many rule-related issues. Negotiations have been mandated in the areas of
Anti-dumping; Subsidies and Countervailing measures, TRIPS; Environment; and on
thefull range of Singaporeissues; even though on thelatter the nature of any negotiating
process was subject to an explicit consensus decision to be taken at Cancun. And
finally, dispute settlement, which | have put as a separate fourth element, because in
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many waysit isthis component that ensures the embodiment of enforceable rights and
obligations and keeps the system together as a coherent whole.

Development related issues have been placed at the centre of the Doha Declaration.
Consequently, devel opment concerns suffuse the entiretext. However, at the sametime
anumber of developmental issueswere aso specifically referred to in the Declaration.
Theseinclude:

TheWork Programme on Special and Differential Treatment;

The on-going redressal of the pending Implementation issues;

Work on the Declaration on TRIPS and Public Health;

The Work Programme on Electronic Commerce;

Launching of Work Programmes on Small Economies; Trade, Debt and Finance; and
Trade and Transfer of Technology; and

o Finally, themore horizontal el ementsin the declaration, relating to technical assistance
and capacity building, and the need to give special attention to less developed
countries (LDC) concerns.

At the DohaMinisterial meeting, the name coined for the entirework programmewasthe
Doha Development Agenda. | may add that in the eyes of many, this description not
only reflects the pervasiveness of the development dimension in the Declaration and
associated decisions; but isalso abenchmark against which the results of the negotiations
should be judged.

Progress was difficult to come by in theinitia period but aswe came closer to Cancun
the areas where convergence seemed possible increased. Apart from the historic
agreement on TRIPs and Public Health, Members could also agree in-principle to
recommendations on 28 Agreement-specific proposals on the special and differential
treatment provisions. Another major achievement was the conclusion of the accession
processes of Cambodia and Nepal. These were the first two LDCs to complete their
accession negotiations under the procedures established in 1995 and their accession
packages were adopted by Ministers at Cancuin. Nonetheless Ministers were unable to
reach agreement on an agreed text which would have served asaframework for guiding
the negotiationsto aconclusion by the mandated deadline of 1 January 2005. Instead, it
was agreed that consultations should continue under the auspices of the General Council.

Whileit would be wrong, and perhaps also not possible, to determine the exact reason
why Cancun as a Ministerial Conference failed, it is true that a growing World Trade
Organisation (WTO) Membership of highly diverse countriesand broadly defined groups
are unlikely to share common positions beyond a rather general level of specificity.
Divergent experiences, needs, priorities and realities makeit much more challenging to
find common positions. Moreover, in anegotiation covering so many issues there will
invariably beimplicit linkages between the various areas asaresult of which progressin
the early stagesislikely to be slow.

As| had mentioned earlier, sincethe ongoing round of new negotiationsisnow commonly
referred to as the “Doha Development Round”, the results of the negotiations will no
doubt be judged against the progress made on development issues. It is therefore
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important to look at the key issues and challenges that Members face in fulfilling the
Doha Development Agenda?

First and foremost, it is very important that the promised, and therefore anticipated,
benefits are delivered. Take the example of the Uruguay Round. At the time of its
conclusion it was said that developing country trade would increase by US$ 1,200
billion, half of these benefitscoming from Agriculture and Textilesitself. A large number
of WTO Membersfeel that these benefits have not accrued. Similarly, there were some
anticipated benefits — which developing countries assumed would accrue on the basis
of the text that they signed onto in the various Agreements, such as in the areas of
market access, implementation issues, S& D treatment provisions, etc. which did not
materialise. It isimportant that the current round of negotiationsdeliver on the promises
that have been made. The World Bank and the International Monetary Fund (IMF) have
recently estimated that elimination of barriers to merchandise trade in the ongoing
negotiations could result in welfare gains of US$ 250 —620 billion annually.

Secondly, and | think that thereal challenge, isto find waysto genuinely respond to the
development needs of devel oping countries. In addition to ensuring that * devel opment’
remains the benchmark of judging progressin critical areas, this also means avoiding
the twin traps of giving mere lip-service and an attitude of tokenism to devel opment
issues, on the one hand, and a misguided assumption that disengagement and minimal
commitments are the best recipe for supporting the development process.

And finally, and thisis one of the other reasonsthat | am herein India, isto ensure that
the system provides meaningful, well directed and demand driven technical assistance.
Inthe context of the DDA, the WTO hastaken on an unprecedented level of commitment
in providing technical assistance and capacity building to developing countries.
Trandated into specific objectives, this means helping developing countries exercise
their rights and obligations so as to maximise the benefits that they can get from the
multilateral trading system, aswell asempowering them to understand theimplications
of proposalsin key areas, without prejudice to the outcome.

Now coming to the second element of my talk, relating to devel opments after Cancuin, let
me begin by saying that in the last few months we have seen renewed efforts and
cooperation among our Members. Thereisastrong sense of commitment to the multilateral
trading system and the Doha Devel opment Agendaand awillingnessto move forward.
Thereisalso now adetectible higher degree of urgency to come forward with concrete
manifestations of individual Membersflexibility. Canclin was no doubt awake-up call
and hard lessonswerelearnt. In the aftermath of the Conference, there was an important
period of introspection and reflection. More recently, however, and more positively,
delegations have recommitted themselves to the process and concrete steps have been
taken to get the negotiations back on track. For instance the appointment of new chairs
to the various negotiating bodies has been completed and directions have been given
for the resumption of work in all these bodies. Concrete proposals aimed at taking the
process forward have also been received in a number of areas. | have only recently
returned from aWTO Regiona African Workshop on Cotton, which washeldin Cotonou
on 23-24 March, and in which we made significant progress in identifying means to
address some of the major problems of cotton producing African countries. The
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Agriculture committee has also just concluded its week long deliberations in Geneva,
which were unique in the sense that a much larger percentage of the time was spent in
consultations amongst Members and their various groupings, rather than being limited
to only consultationsinitiated by the Chair.

In addition, the regular work of the WTO, something that is often lost sight of, has
continued unabated. In particular, | would liketo mention that the WTO again took on a
high level of commitment in providing technical assistance and capacity-building to
developing countries. Thisisin recognition of the considerable expertise all countries
need in order to exercise their WTO rights and obligations, to reap the benefits of
membershipinthe multilateral trading system, and to participatefully in the negotiations
— defining their interests and understanding the implications of proposals by other
players. In 2003, this commitment was backed by the necessary financia pledges by
Membersto atrust fund for technical assistance. This enabled the WTO to undertake
451 activities over the course of the year. Important progress was also madein 2003 in
two key joint programmes: the Integrated Framework for Least-Developed Countries
(IF), and the Joint Integrated Technical Assistance Programme to Selected Least
Developed and other African Countries (J TAP). Inter-agency cooperation in technical
assistance and capacity building is to be continued and strengthened. Assistance is
needed to help devel oping countries address supply-side constraints to enable them to
better benefit from the opportunities arising from participation in the multilateral trading
system. This involves action that goes beyond the mandate and competence of the
WTO.

TheWTO continued to performitssurveillance of Members' trade policiesand practices.
Between January 2003 and the end of March 2004, 20 Trade Policy Reviews were
conducted by the Trade Policy Review Body. This exercise continues to be highly
appreciated and valued by Members as one of the main elements providing transparency
totraderegimesand in bringing greater understanding of, and hence providing improved
adherence to, the rules and principles that underpin the multilateral trading system.
Attention was also focused on policy coherence between the WTO, the IMF and the
World Bank in support of the DDA negotiations and also co-operation between the
WTO and other agencies in the delivery of technical assistance activities. The WTO
Secretariat also upgraded its outreach activities with a new programme of specific
activities focused on parliamentarians. The WTO's annual Public Symposium held in
Junelast year attracted more participantsthan ever before. The WTO' sdispute settlement
system continued to be active with an increasing number of members seeking recourse
toit, afact that is reflective of the confidence that Members have in the system.

Intermsof objectives, it ishoped that following the April TNC, delegationswill havea
clear sense of thecritical issuesstill to be addressed and that by July they will beableto
reach agreement on aframework. Notwithstanding some external eventswhich arelikely
to take place in the second half of thisyear, such asthe US elections and the change of
EU Commissioners, governments are determined that 2004 will not bealost year. Work
inthe WTO has started and del egations are being urged to advance the negotiations as
far aspossibleinthefirst half of theyear; they will give particular attention to the market
access side of the agenda - agriculture, services, NAMA, etc, but will also continue
work on other important aspects such as special and differential treatment,
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implementation, and rules. To this extent, July will be the time for a reality check; if
delegations decide the end-2004 deadline for concluding the Round cannot be met and
moretimeisneeded, they will haveto spell thisout clearly and plainly.

In conclusion let me say that we have come a long way from the disappointment of
Cancun. Common ground is emerging on someimportant issues. On otherswe have not
yet arrived at thelevel of specificity we had envisaged at Canclin. But as| have said this
isnot an easy task, including because of the fact that negotiations today are conducted
amongst an unprecedented number of governments. Asaresult, the differences between
the participants, in terms of their size, economic development, trade interests and
negotiating capacity are greater than ever. For many small devel oping countries- which
have joined the WTO recently and were not members of the GATT - thisistheir first
negotiating experience in a multilateral context. Others have limited resources to
proactively pursue the developmentsin the various negotiations. These limitations too
have to be borne in mind as the negotiations proceed because inclusiveness and
participation are asimportant asefficiency in arriving at aconsensus. | like many others
remain confident that progress will be made and that an early conclusion of the Doha
Development Agendawould contributeto astronger and more even expansion of world
trade and sustained global economic growth.

| thank you ladies and gentlemen.

Dr. Kipkorir Aly Azad Rana is Deputy Director-General at the World Trade Organisation.
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From Cancun to S&o Paulo:
Developing Countriesin the
International Trading System
Why UNCTAD Matters

Lakshmi Puri

It givesmegreat pleasureto participatein this pre-UNCTAD X1 event which attemptsto
chart the course of the multilateral trading system (MTS) from Canciin to S&o Paulo and
to focus on the role of, and implications for, developing countries.

| would liketo begin by referring to the role and mandate of UNCTAD inrelationto the
international trading system and how that makes us a natural partner of the NGO
community.

The role of UNCTAD

UNCTAD is, as you know, the focal point of the United Nations for the integrated
treatment of trade and development and inter-related issues in the areas of finance,
technol ogy, investment and environment. Thethreepillarsof UNCTAD'swork relateto
research and analysis, technical cooperation and capacity development, and
intergovernmental policy dialogue aswell as consensus building. UNCTAD providesa
strategic view of theinternational trading system that goes beyond the WTO to regional
and bilateral levels. Thisisbecausethelatter trade and economic integration arrangements
on a North-South and South-South basis have gained strength, depth and momentum,
and now account for nearly half of world trade. Moreover, UNCTAD’sview coversinter-
regional, regional, national, and sectoral and multi-sectoral dimensions, as well as
crosscutting themes such as trade and poverty, culture, gender, health, migration, etc.
We examine government policiesand entrepreneuria strategieswithin both macro- and
micro-economic contexts, and we cover the entire gamut of North-South and South-
South economic and trade relations. Our strong suit is to present the ground reality in
these areas so that negotiations on trade and development issues — wherever and
whenever they take place — are based on and address these redlities. We aso try to
inject the development dimension into all trade i ssues — both systemic and emerging.
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Asyou can see, our mandate and role gives us reason to have aspecial affinity with the
work and mission of the NGO community that has been playing a valuable role in
consciousness-raising about many of theissuesthat UNCTAD asan intergovernmental
organisation, a think-tank and an advocate of development deals with. In fact, | very
much look at UNCTAD asaforum for bringing together governmentsand civil society
on the whole host of trade and development issues so that a common ground can be
found and devel opment consi derations better mainstreamed into theinternationa trading
system and trade negotiations.

Agenda and programme for UNCTAD XI

Let us review some of the main issues that will be discussed and highlighted at the
UNCTAD XI Conferencethat have relevancefor the M TS and for trade and devel opment
morebroadly. Theoverall themeof the UNCTAD X1 Conference, Enhancing the coherence
between national development strategies and global economic processes towards
economic growth and development, particularly of developing countries, will be
addressed through four Conference sub-themes: development strategies; building
productive capacity; assuring development gains from trade; and, partnerships for
development.

Apart from plenary debates on the theme and sub-themes of the Conference, a number
of pre-, side- and parallel events are planned, including during the UNCTAD Trade
Week in Rio de Janeiro from 7 to 11 June 2004 and the main Conferenceitself in Sao Paulo
from 14 to 18 June 2004. The programme details have been separately circulated and are
also attached. We invite our friends from the NGO community to participate in these
events and inform the contact persons.

M essages expected from UNCTAD XI
Trade as an engine for development

UNCTAD X isexpected to emphasi se theimportance of trade for accel erated economic
growth and devel opment. Equally, it will underlinethe salience of development and the
economic progress of devel oping countriesfor world trade dynamism, expanding markets
and spreading prosperity.

The share of trade in the GDP of developing countries has been high and increasing
over the past decade, and was valued at 58 percent for developing countries as a group
in 2000. Devel oping countries have undertaken unprecedented liberalisation in the last
fifteen years, often at considerable cost. Implicit in their participation in global trade
liberalisation, has been the premise of increased trade delivering welfare and efficiency
gains for their economies and enabling them to achieve the Millennium Development
Goals including poverty reduction. Many developing countries, particularly in Asia,
have indeed followed trade-led development strategies with success, but the Latin
American and African experiencesindicatethat thefull potential of tradefor devel opment
remains to be realised. Developing countries therefore have much to gain from trade
whilst becoming more dependent on and vulnerable to opportunities and challengesin
the economic and trading environment.
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That devel oping countries now represent aforceto reckon with ininternational tradeis
borne out by their increasing participation in world trade and their growing membership
inthe WTO wherethey now constitute the majority. Though their share accountsfor 30
percent of total world trade, it is growing at twice the average rate of growth of world
trade (9 percent as against 4.7 percent in 2003), with the trade of countries like China
increasing at 30 percent and India at 20 percent. Though at a slower pace, the trade of
Latin American and African countriesisal so growing significantly. Manufactures now
represent 70 percent of developing country exportsindicating increased diversification.
Servicesexports of devel oping countries account for 23 percent of world servicesexports.
Many developing countries have the potential of becoming regional or global growth
nodesfor international trade. Thisisillustrated by the way they have become prominent
trading partners even in developed countries' trade. For example, US imports from
devel oping countries exceeded those from devel oped countriesfor thefirst timein 2003
and exports to developing countries from the US represented more than 40 percent of
total US exports. In Japan and the EU thislatter figureisalso over 40 percent.

These figures demonstrate the dynamic role of developing countries as destination
marketsaswell as sources of importsfor developed countries, aswell asother developing
countries. Itisnot only aquestion of Chinaemerging asahungry importer and vigorous
exporter, but of the possibilities that replication of such trade success can provide
towards resolving key devel opment and poverty-related problems of theworld. And it
isnot only through increased trade with the North that trade is driving development in
developing countries; South-South trade is emerging as a fundamental component of
world trade. Infact, with over 40 percent of devel oping countries’ exports now destined
for other developing countries, thereis a silent revolution taking place in South-South
trade. Developing countries are engaged in substantial sub-regional and regional trade
liberalisation, and through the Generalised System of Trade Preferences (GSTP),
developing countries are poised to significantly increase their inter-regional trade,
including through the possible launch of a new round of negotiations in Sdo Paulo at
the time of the UNCTAD Conference. A strengthened GSTP will further reinforce the
new trade geography that the dynamism of developing countries has given rise to.

This interdependence between international trade and the development of developing
countries underscores the global importance of nurturing developing economies,
strengthening their production, trading capacitiesand purchasing power asacontribution
to sustained and widely distributed global prosperity. | must emphasise that increasing
gains from trade for developing countriesisin the interest of developed countriestoo,
especialy as one considers that future demand growth in some developed countriesis
likely to level off due to their high degrees of consumption saturation. In contrast,
developing countries constitute an immense reservoir of untapped demand, which, if
realised, could provide an exponential impetus to the growth of international trade and
expansion of the world economy, with beneficial effects on the welfare of developed
country economies, consumers and businesses.

Theneedfor coherence

Another key message expected from UNCTAD XI relates to the issue of coherence
between national development strategies of developed and devel oping countries and
global economic processes so as to deliver economic development, particularly in
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developing countries. In the first instance, as far as trade is concerned, and as part of
UNCTAD'sunique contribution, thiswould imply establishing avirtuous circleamong:

a) Building up of productive and supply capacities and trade supporting infrastructure
in developing countries;

b) Enhancing the competitiveness of developing countries’ productive sector and their
enterprises; and,

¢) Providing developing countries with increased and effective market access, aswell
asfair and equitable conditionsfor their participation in international trade.

Another aspect of coherence relates to that among the different institutions, systems,
and policies for global economic governance and support to developing countries
efforts to glean benefits from the international trading system. In this context, the
functioning of global financial, monetary, technological and others systemsand policies
need to be made mutually-supportive. It has been amply demonstrated in the annal's of
development, that the best laid development strategies of developing countries could
be thwarted if this coherenceislacking.

We must also recogni se that no amount of market accesswill benefit devel oping countries
if their supply capacity or competitivenessisinadequate or their development strategies
are not geared to seizing global trade opportunities. Further, trade related opportunities
could also belost if exchangerate or debt-related policiesof themajorsisnot sufficiently
development oriented.

The value of multilateralism

The Conference can serve as a forum for governments to reaffirm the value of
multilateralism and their determination to uphold theintegrity, viability and devel opment
dimension of the MTS embodied in the World Trade Organisation (WTQO) Agreements
and the Doha Declaration. Despite the increasing role and relevance of regional trade
agreementsand bilateral agreements, theMTSremainsthecentral pillar of theinternational
trading system. Apart from seeking to emphasise the goal of achieving an open, rule-
based, non-discriminatory, equitable and predictable multilateral trading system, the
WTO provides the best shelter for all countries, particularly developing countries,
against arbitrary and unilateral actions, and offsetstheir |esser or absence of bargaining
power. UNCTAD XI would, in various ways, expect to send positive impulses for the
resumption and success of the stalled Doha negotiations and reinforce its call for
delivering on the Doha Declaration’s development agenda. This agenda should help
maximise the development potential of trade in goods, services and commodities for
developing countries so as to enable them to achieve sustainable growth, broad-based
development and poverty reduction.

| would now liketo turn to sub-theme 3 of the Conference, assuring development gains
fromtrade.

What constitutes development gains?

Improved trade performance of developing countries can contribute to higher levels of
domestic and foreigninvestment, diversification of the national economy, and enhanced
resource efficiency through greater competition. Trade can provide animportant impetus
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to strengthening a country’s scientific and technol ogical base and promoting innovation
and entrepreneurship, which are among the key determinants of increasing local content
and raising returns to national factors of production. By increasing productive
employment, trade can create new work opportunities for the poor and dramatically
increase their purchasing power to facilitate their access to food, essential medicines,
and basic human services.

However, we cannot overlook the fact that developing countries continue to face
significant difficultiesin realising these gainsfrom theinternational trading system, and
more specifically, from the multilateral trading system. Many of these difficultiesresult
fromtheir limited capacities, competitiveness and infrastructurefor international trade.
Considerable imbalances in the international trading system also result in high
implementation and adjustment costs of trade agreements and correspondingly high
costs for market entry.

Delivering expected gains from the Uruguay Round

Substantial gainswere anticipated and promised including from the‘ grand bargain’ that
was struck from themost ambitiousround of multilateral trade negotiations—the Uruguay
Round —which led to the creation of the WTO. Annual income gainsof $116 billion were
projected for devel oping and transition economies asagroup by 2005 out of atotal $510
billion increase in annual world income. From developing countries’ perspective, the
unfinished business of the Uruguay Round needs to be completed for their expected
gainsto materialise.

To help deliver these gains, the Doha Declaration placed the devel opment needs and
interests of devel oping countries at the heart of its Work Programme. Many devel oping
countries now stress the need to urgently address specific devel opment provisions and
mandates of the Doha Declaration to ensure that gainswill accrue to them by allowing
them to secure asharein the growth of world trade commensurate with the needs of their
economic development.

FaithintheMTSasaprincipa vehiclefor enabling devel opment gainsfrom trade needs
to be reinvigorated through concrete progress and actions, especially after the setback
of the Fifth WTO Ministerial Conference in Cancun. Priority should be given to
consolidation of the M TS, with focus on the substantive and core trade and devel opment
issues, allowing manageability and prioritisation of the Doha negotiations and
implementation of its development agenda.

Addressing developing countries’ adjustment costs

Tradeliberalisation under the Uruguay Round and further liberalisation under the Doha
work programme doesimply substantial adjustment costsfor developing countries. For
example, LDCs, small economies and net food-importing devel oping countries, which
face problems of attaining food security and developing their own production and
supply-side responses will face adjustment costs and will need to be supported such as
through market-based mechanisms to make operational the Marrakech “Decision
Concerning the Possible Negative Effects of the Reform Programme on L east-Devel oped
and Net Food-importing Developing Countries” and for WTO members to act to
implement the Decision.
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In addition, devel oping countries may al so experienceloss of employment, displacement
of local production, erosion of preferences, and heightened exposure to structural,
short- and medium-term price volatility in world markets. If the benefits of international
trade and trade liberali sation are to e maximised and the costs minimised, clearly focussed
and coherent trade and development policies at the domestic and international levelsas
well as supportive mechanismsand socia safety netsare prerequisites. Thereistherefore
aneed for future negotiationsto take thisinto account and to providefor it in asystematic
manner. Synergy and proper sequencing — in the light of the capacities of developing
countries, thelevel of obligationsthey areto take on, and the costs of implementation —
is therefore called for at all stages of negotiations. Developing countries also require
concrete assistance to build supply capacity and put in place safety nets, both to meset
adjustment costs and to help cushion erosion of trade preferences.

Developing countries' own policies

Notwithstanding the greater weight and impact of developed countries’ policieson the
MTS, it must be stressed that assuring development gains from international trade also
depends critically on effective national trade and devel opment policies of developing
countries themselves. An enabling and positive international economic environment
and coherent, complementary and supportive developed country policies are critical
determinants.

Developing country policy-makers must thereforework to achieve strategic liberalisation
on asector-by-sector approach, while enhancing supply capacitiesin main export sectors
and establishing an effective national competition policy to protect the interests of
national firms and entrepreneurs. Key problems outside the trade field also need to be
addressed urgently by national policy-makers and the international community. These
include, for instance, optimum resource management, debt sustainability, poverty
reduction and environmental protection.

The issue of policy space, liberalisation and globalisation

Far reaching globalisation and trade liberalisation over the past 10 years, both within
and outside the context of the WTO and regional trade agreements (RTAS), has brought
to the fore an old issue in a new form. The broad scope of international trade and
economic agreements—influencing all sectors of economic activity and even touching
social and cultural policies — has underscored the dilemmain devel oping countries of
exchanging nationa policy spacefor their increased economic integration into the global
economy. There is, therefore, considerable concern among devel oping countries that
the narrowing range of national policy options permissible under the WTO Agreements
and RTAsmay limit their ability to design and implement mutually supportive trade and
development palicies.

Where does national policy space end and where doesinternational policy space begin?
The Conference will seek to strike a balance between what kind and degree of policy
space developing countries need in order to deliver public goods to their population;
achieve national Millennium Development Goals (MDGs); meet their international
engagements, commitments and obligations; and support national economic growth
and devel opment more broadly.
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Synergies between the state and the market

| would liketo stressthat devel oping countries’ demand for adequate policy space does
not in any way imply a break from globalisation, liberalisation and multilateral
commitments. Nor do devel oping countries advocate areturnto their state-run or state-
dominated economies of the past. Rather they seek to ensure governments’ ability work
in partnership with private enterprise.

Experience showsthat the stateis central to economic and social development, not asa
direct provider of growth, but asits partner, catalyst, and facilitator. Governments that
encourage and complement the activities of private business are an essential ingredient
in economic development. Their policies and actions that support national industries
through grants, subsides, preferential loans and selected tariff barriers when needed,
are important drivers of national enterprise development. The devel opment-oriented
competition policies they establish also have a significant role to play in promoting a
competitive and dynamic enterprise sector. At the national level, the establishment of
fair competitioniscritical for the success of sequenced tradeliberalisation, deregulation,
privatisation, and FDI openness.

Fair competition

The increasing concentration of market power in alarger trans-national corporations
(TNCs) with global reach and control, poses significant challenges for producers,
especialy smaller enterprises, and consumers in developing countries. Cross-border
monopolisation and cartels and anti-competitive practices in international distribution
networks adversely affect market entry for developing countries exports. Their
prevalence, along with oligopsonistic conditions in key markets and sectors, diminish
the bargaining power of the devel oping country producers and enterprises, reduce their
valueretention and participation in value chain, and restrict their market entry. Developing
countries need national competition laws and frameworks best suited to their needsand
stage of development. A development-oriented competition policy, involving
intergovernmental cooperation and enterprise level disciplines hasasignificant roleto
play in promoting a competitive and dynamic enterprise sector in which small and
medium sized enterprises in devel oping countries can grow and devel op.

A rolefor global enterprises

Increasingly, TNCs seek to promote economic, socia and environmental objectivesin
all of the markets— both in developed and devel oping countries —where they produce
and sell goods and services. Their voluntary codes of conduct, ethics and corporate
social responsibility build good relations with their global investors and with the local
communitieswherethey operate. They are of coursewelcomed, however, care hasto be
taken to ensure that these codes and initiatives do not become aformal conditionality
for tradefor al firms; barriersto exports by developing country firms; or adisincentive
for major corporations to invest in, and source goods and services from, developing
countries.

What are the expected gains?

| have argued that there is no better alternative than an effective devel opment-oriented
MTS in promoting international trade and assuring development gainsfrom it. Let me
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now share with you some of UNCTAD’s estimates of how significant we expect these
gainsto be.

Agriculture: Estimates of the contribution to global welfare gains from completely
removing trade barriers in agriculture vary greatly but could be as high as US$ 165
billion annually, of which devel oping countrieswould receive about one quarter. Tariff
reductionson non-agricultural goodsare estimated to yield similar gainsfor devel oping
countries — about $40 billion annually — by opening opportunities for developing
countriesto increase their participation in dynamic and new sectors of world trade.

Non-agricultural goods: Developing countries have important commercial stakesin
non-agricultural market access(NAMA) negotiations, interms of market access, market
entry and development flexibility. Market access is a prerequisite for market entry to
occur, but it is not a sufficient condition and therefore there is need to address actua
market entry conditions. Therefore to really capture gains from NAMA liberalization,
innovative measures are required to upgrade substantially developing countries
technical levels and capacity, particularly in standard setting in accordance with
respectiveinternational standards and scientific criteria.

Textilesand clothing: Thisis one example of expected gains from liberalised tradein
non-agricultural goods. Liberalisation of textile trade under the Agreement on Textile
and Clothing in 2005 is expected to generateincome gains of $24 hillion per year, export
revenue gains of $40 billion and employment generation of about 27 million jobs for
developing countries.

Services: More liberalised trade in services through the movement of natural persons
under Mode 4 is estimated to yield $80 hillion per year for new developing country
workers securing jobsin developed countriesif thelatter increasetheir quotaof foreign
workerstoalevel of 3 percent of their workforcefor all skill levels. Already, theofficially
recorded remittances by foreign workersto devel oping countriesamounted to $93 billion
in 2003 — nearly double Official Development Assistance and exceeding annual FDI
inflowsto devel oping countries. Moreover, it has been estimated that when flowsthrough
informal channels are accounted for, the actual magnitude of remittance flows to
developing countries may be two or three times this amount. Trade in services under
Mode 1 isalso expected to yield significant gains for devel oping countriesthrough the
cross-border supply of serviceswithout movement of either supplier or consumer from
one country to another. Projected growth in demand for foreign outsourcing services
and the competitive advantage enjoyed by a number of developing countries by virtue
of their economic, linguistic and technical capacities, pointsto an unbounded potential
for developing countries to enter the outsourcing industry. The global outsourcing
market ispredicted to value at $300 billionin 2004 following annua market growth rates
of 23 percent since 1999, making it one of the fastest growing services sectors. It is
estimated that devel oping countrieswill soon increasetheir participation in off-shoring
to level s approaching 25 percent of thisworld market.

Commoadities: Commodity production and trade have significant bearing on sustainable
livelihoods of the poor, aswell as on export and growth performance of the large number
of commaodity-dependent devel oping countries. Half of all devel oping countries depend
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on non-fuel commoaditiesfor more than half of their export earnings, two thirdsif fuels
areincluded. Pricefluctuations have continued to be acharacteristic common to almost
all commodity markets, and if anything, the amplitude of the fluctuations appears to
haveincreased. Over the past several decades, red prices of someimportant commodities
have continued to fall. For instance, in 2002, the priceindex of agricultural commodities
was only one half of the same index in 1980. The period from 1998 to 2002 witnessed
major fallsin the prices of some commodities of major export interest to devel oping
countries, such as coffee and cotton. Vanishing revenue from these two commaodities
aloneillustrate the dramatic loss of expected gainsfrom trade that devel oping countries
continue to witness. For example, coffee producing countries and West African cotton
producing countries would have earned respectively US$ 19 billion and US$ 1 billion
more between 1999 and 2002 if priceshad remained at their 1998 levels. Coffee producers
now receive roughly athird of the price they used to get in the mid-1990s.

The time has come to accord high priority to commaodities in international trade and
development cooperation. UNCTAD'swork pointsto several recommendationsthat are
relevant inthis context, including providing enhanced, equitable and predictable market
access for commaodities of key importance to developing countries; addressing the
problems of oversupply; making compensatory financing schemes user-friendly and
operational; strengthening capacity and institutions; and establishing a diversification
fund to assist devel oping countries |essen their economic dependence on commodities
production and export.

Regional Trade Agreements:. Both the proliferation and deepening of RTAshave been
significant during the past decade. Today, atotal of 215 RTAsare in force and together
they cover some 40 percent of world trade in 2000 and are estimated to cover over 50
percent in 2005. Many RTAsincreasingly cover not only tradein goods, but also ‘ beyond
theborder’ areas—including tradein services, investment, competition policy, intellectual
property rights, government procurement, labour, environment and development
cooperation — often going beyond M TS disciplines and thus constituting ‘ WTO-plus’
commitments. This raises the question of coherence between trade liberalisation and
tradepolicy reformthrough RTAsand M TS. The proliferation of RTAshasraised concern
among devel oping countries over the relative deterioration of their MTS conditions of
access to regionally integrated markets, and over the potential fragmentation of the
MTS in the presence of an intensifying array of RTAs. Challenges facing devel oping
countries are the needs to design an appropriate degree and pacing of regional
liberalisation; integrate sufficient SDT within RTAsto account for their limited economic
capacity and negotiating resources,; and negotiate RTAsthat are coherent with relevant
MTS disciplines and decisions in the ongoing Doha negotiations.

Preferences. The Generalised System of Preferences (GSP) —which owesits existence
to UNCTAD —and other unilateral trade preferences can play a much more significant
role in delivering gains from trade to developing countries by providing them with
enhanced access to developed country markets. The total value of actual trade under
GSP schemeswas $71.4 billion in 2001, as against the estimated total value of product
coverage under them of $183 billion, suggesting a utilization rate of only 38 percent.
Thisindicates substantial scopeto enhancetheir utilization, particularly by countriesin
Asiaand Africa, while preserving the original non-discrimination and non-reciprocity
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objectivesof the GSP. Thelow utilization of preferencesis mainly duetotherequirements
attached to them, especially rules of origin and market entry barriers. To improve the
value and utilization of trade preferences, further efforts are needed to provide greater
stability, develop realistic rules of origin matching theindustrial capacity of developing
countries, and extend the country and product coverage. Furthermore, as noted above,
the erosion of preferences has raised concern among preference-receiving countries.
Initiatives, particularly by theinternational financial institutionsand donor community,
to provide adjustment for the erosion of preferenceswould help to allay anxieties about
MFN liberalisation and projected |osses there from.

Special and Differential Treatment (SDT): TheDohaWork Programmehasre-emphasized
theimportance of SDT for devel oping countriesto deliver gainsfrom tradeto devel oping
countries. SDT should be strengthened and made more preci se, effectiveand operational.
Inlinewith the Enabling Clause, it should also be designed to respond positively to the
development, financial and trade needs of devel oping countries. Agreement on apackage
of SDT provisions, both cross-cutting and agreement-specific, which have practical
commercia vaueeither intermsof providing greater flexibility or preferential treatment,
would move the devel opment agendaforward and enhance the confidence of developing
countries in the MTS. A broad-based, non-discriminatory and devel opment-oriented
SDT would need to reflect the following key elements: (a) strengthening MFN and non-
discrimination, while upholding the principle of lessthan full-reciprocity for developing
countries and preferential treatment, wherever possible; (b) enhanced market access
and market entry for commodities, manufactures and services of export interest to
developing countries and redressing the imbalances thus far; (c) adequate flexibility
and space for developing countries in regard to inside-border issues and resource-
intensive agreements; and, (d) full consideration of development dimension in new and
emerging issues.

Waysforward

Giventhemanifold benefits of trade, we must all be occupied with thetask of identifying
waysthrough which greater devel opment gains can be derived by developing countries
from the MTS and trade negotiations. The positive impact of the MTS and trade
negotiations on employment and living standards of people everywhere, underscore
the importance of prioritising devel opment in trade and trade negotiations.

So as we proceed from Cancin to S&o Paulo, and as Doha negotiations are picking up
again, wemust redouble our effortsto build an MTSthat i ssupportive of the development
aspirations of developing countries. To build such a system, which can maximise the
benefitsof international trade and trade liberalisation, the objectives of policy coherence
and broad participation must be pursued.

Building greater policy coherence requires progresson several fronts. Firstly, thereisa
need to clearly elaborate focussed and coherent trade and development policies at the
domestic and international levels as well as supportive mechanisms and social safety
nets are prerequisites. In particular, there is a need for future negotiations to take these
necessities into account and to provide for them in a systematic manner. Secondly, the
multilateral trade negotiations should be consolidated, with focus given to substantive
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and core trade and devel opment i ssues, all owing manageability and prioritisation of the
Dohanegotiationsand implementation of its devel opment agenda. And thirdly, attention
should be given to building synergy and proper sequencing of negotiations and
agreementsin thelight of the capacities of devel oping countries, thelevel of obligations
they are to take on, and the costs of implementation.

Broad participation in decision-making on trade related issues must also be ensured.
Most developing countries are democracies wherein participation in government
decision-making is both valued and encouraged. Governments are accountable to their
people for their assumption of commitments, especialy in the area of trade, which is
becoming al pervasive and crucial for the very survival of people and their social and
economic well-being. Broad multi-stakehol der participation in decision-making ontrade
requiresinstilling inclusiveness, ownership, transparency and democracy of negotiating
processes and decision-making, nationally and internationally. NGOs haveaparticularly
important roleto play in awareness-raising on key issues, assembling stakeholders and
promoting consultations among them to reveal national development needsand priorities,
and transmitting the | atter to national and international decision-makers.

Transmitting the devel opment needsand priorities of devel oping countriesto decision-
makersis aresponsibility which | am sure each NGO representative here today holds
dear. UNCTAD recognises and greatly values the contributions you are, and will be
making to the UNCTAD XI process.

| thus strongly encourage each of you to actively participatein UNCTAD’s Trade Week,
themany pre-, side- and parallel eventswe have planned, and sessions of the Conference
itself.

Moreover, each of your organisations will undoubtedly have specia contributions to
maketo new multi-stakeholder partnership initiatives between UNCTAD and civil society
that will belaunched during the Conference. Partnershipsfor which your participationis
encouraged will be in the areas of information and communication technologies for
development; solving the problems of the commaodities sector; maximising the benefits
of foreign direct investment; and Internet-based capacity building and training.

Surely thereisalot to do and by getting involved we can work together to make areal
difference for devel opment, not only in your home countriesin Asiaand Africa, but in
developing countries throughout the world.

Lakshmi Puri is Director at the Division on International Trade in Goods and Services, and
Commodities, United Nations Conference on Trade and Development.
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What isit for?
Whoisit for?
How then should it work?

ColinBall

Your Excellencies, distinguished speakers, guests and participants.

Early in my lifel wasateacher, in the United Kingdom, Malaysia, Nigeriaand Ghana.
Then, and subsequently, | read the books of other educationalists; mostly the books
that good young teachers are not meant to read, books that argued that education
systems and processes are irrelevant to the real needs of societies and humankind and
indeed favour and promote the interests of the few at the expense of the many. In what
| have just said change the word “education” to “trade” or indeed “development” and
you will beginto understand, | hope, where| stand on theissueswe are addressing here
this week. One educationalist whose works | read was John Holt. Forty-plus years on
fromthetimel read hiswork, | have no need to go to my library to recall these words of
his. Hewrote: “Welivein societies...” (Indeed, | would add, aworld)...” that make no
sense, do not work, and are headed towards di sasters we have no idea how to avert....”
Again | hopetherelevanceisclear.

Holt made this observation, which seemsto meas, if not more, correct intoday’sworld
asit wasinthe 1960s in the context of the wider subject he was addressing. Again, as|
recall without having to re-consult my source, thiswider subject was about therole, or
rather thelack of it, that young people play in modern societies. Holt wrote: “ For most of
human history, and today inthe poorer countries and in the poorer partsof rich countries,
young people grow up and take their place in society as fast astheir growing strength
and competence allow. In recent times, in rich countries and the richer parts of poor
countries, thisisno longer true. There, young people are cast out of society, forbidden
to play any useful roleinit...”. From that point, Holt went on to argue that what was
needed to address this problem was not tinkering with details such as how much of the
curriculum should be devoted to this, that, or the other subject, but a fundamental
rethink: what iseducation for? Whoisit for? How then should it work? And Holt added,
the young themselves need to be part of the rethink, not the subject of it.
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Again, | hopethe parallel with what and who we aretalking about thisweek isclear: for
the exclusion of young peopl e from playing useful rolesin society, read the exclusion of
civil society from playing useful rolesin the evolution of theinternational trading system!
But it goes further than that. If, as appears to be the case, the doors to the discussions
about that system appear to be opening to civil society, what should its role be?

Ladies and gentlemen, | would humbly suggest that that role should be to ask the same
guestions of the system —what isit for? Who is it for? How then should it work? — as
Holt asked of education. Indeed the questions need to be asked in all discussions,
among all stakeholders and interested parties, not just about the trading system, but
about the complex web of internationa trading, financial, devel opment and geo-political
institutions, which to repeat Holt's words “make no sense” to most of us. Indeed, |
would argue that that complex web, again to use Holt's words “does not work” and is
demonstrably not just failing to deal with “disasters we have no idea how to avert” but
indeed is constantly producing new disasters — including the growth of pernicious,
arrogant unilateralism and intolerance among those who already have more than their
fair share; monstrous inequalities; persistent poverty; rampant injustice.

Ladies and gentlemen, if we are to take the Doha Devel opment Agenda forward, | am
arguing that therole of civil society, in thelight not just of Singapore, Geneva, Sedttle,
Dohaand Cancun, but of al thewider world political eventsthat form their context, must
beto focus on those basic questions: what isit al for; whoisit al for; how then should
itall work?

Yes, by al meanscivil society isright to seek to get involved in such matters—which are
hardly of detail —as TRIPS, TRIMS, “Sand DT", tariffs and subsidies. But acrossthe
complex web | havereferred to there are systemic “big picture” faults—too many things
as Martin Khor has put it are being “negotiated” before they are “clarified”; then, |
would add, too many decisions are being made before such negotiations are concluded;
and then too much is being implemented before even decisions are concluded. It is
down to civil society to engage to bring sense, here, in the big picture where no sense
isapparent at present. If it does not, who will?

L adies and gentlemen, the Commonwealth Foundation is pleased to be amajor sponsor
of thisimportant conference. We wish it every success.

Colin Ball is the Director of the Commonwealth Foundation.
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Plenary |

* Assuring Development Gainsfrom
the International Trading System
and Trade Negotiations’

Chair: Maxine Olson, Resident Representative, UNDP, India

Speakers:  Anwar ul Hoda, Professor, Indian Council for Research on International Economic
Relations
S. N. Menon, Special Secretary, Department of Commerce, Government of India
Debapriya Bhattacharya, Executive Director, Centre for Policy Dialogue, Dhaka,
Bangladesh
Amrita Narlikar, Lecturer, University of Exeter, United Kingdom
John Ochola, Programme Officer, Institute of Economic Affairs, Nairobi, Kenya

The first plenary of the Seminar was chaired by Dr. Maxine Olson, Resident
Representative of the United Nations Development Programme (UNDP) in India. Dr.
Olson began the plenary by asserting that human devel opment is about expanding the
choices of people. Trade, she stated, is ameans towards thisaim, not the goal in itself.
Shethen introduced Dr. Anwar ul Hoda, who delivered the keynote address. Dr. Hoda
applauded therole played by Non-Governmental Organisations (NGOSs) in building the
international trade regime by providing aphysical and social infrastructure. He prai sed
therole played by NGOsin helping devel oping countries build their capacity especialy
with regardsto agriculture, citing the example of cotton. Therole of NGOsinthefuture
would also beimportant, he said.

Dr. Hodafurther argued that the international trading systemis not “the all and end all
of” development. Development is a multifaceted process and trade takes care of only
onedimension of development. For sustainable development to take placeit isimportant
that thereissocial and political stability aswell as sound macroeconomic fundamentals.
Dr. Hoda reasoned that not much should be expected from the Doha Development
Agenda. He emphasised on the principle of special and differential treatment (S&DT),
whichisimportant to devel oping countries. However, according to Dr. Hoda, thedesign
of the system and making the rules of the gamefair is moreimportant than S& DT.
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Dr. Hoda drew attention to the example of agriculture to demonstrate how devel oped
countries are using unfair rules to the prejudice of developing countries. Two basic
problem areaswereidentified: Highlevel of subsidisation and market accessbarriers. In
major industrialised countries, thetariff on temperate foodstuff isin the multiplesof 100
percent. Similarly, thelevel of subsidisation goes up to 30-40-50 percent of agricultural
production. On the other hand, developing countries do not even maintain the de
minimis margin of subsidisation. S& DT istherefore important, as there cannot be any
equality amongst unequals. However, rectifying the rules of the game is of outmost
importance. The basic rules, he stated, need to beright.

Dr. Hodathen highlighted the example of textiles. Intextiles, thereisaneed to get rid of
discriminatory restrictionson all textile products. Hethen pointed out theissue pertaining
to the reduction of tariffs. Tariffs are one of the major revenue sources for developing
countries. Any tariff reduction formula must take this into account.

On the issue of technical assistance being given by developed nations to developing
countries, Dr. Hoda emphasised the necessity to look beyond capacity building. This
latter isimportant, rules need to be understood and issues of measurement. However,
thereisan urgent need to devel op theindustrial capacity of devel oping countriesand to
attract foreign direct investment (FDI).

Dr. Hodathen expressed his views on globalisation and Regional Trading Agreements
(RTAS). Heclaimed that globalisationisaprocessthat has been fostered by technological
development and the liberalisation process. Globalisation is areality and as such we
havetolivewithit. On Regiona Trading Agreements, he said that theworld haswitnessed
two waves of regional trading arrangements. Thefirst wave originated in the 1960s and
1970s. Thiswavefailed because devel oping countries used to maintain high tariff barriers.
However, devel oping countries can gain enormously from the current wave of regional
trading agreements. Participating effectively in regional trading agreementswould help
developing countries achieve the economies of scale. Just like globalisation, RTAsare
also areality and developing countries haveto live withiit.

The second speaker at thissession, Mr. S. N. Menon, Special Secretary at the Ministry
of Commerce and Industry, differed with Dr. Hoda' s assertion that nothing much could
be gained from the Doha Development Agenda. Mr. Menon argued that India's
endeavour should beto gain as much as possible from the Doha Development Agenda.
It is necessary, he maintained, to maximise the gains and minimise the losses from the
Doha Development Agenda.

Mr. Menon further argued that development is a complex paradigm. There could be
several indicators of development like poverty reduction, economic growth etc. He
remarked that development isaprocess, which expands the choices of the people. If we
were to look at the Millennium Development Goals (MDGs), we would find that
development is not just limited to economic growth but extends beyond. The effort of
developing countries has been to ensure fairness and equity in theinternational trading
system. At Cancun, developing countries demonstrated their resistance against the
interests of developed countries. This resistance was unprecedented and much unlike
the resistance shown at Doha where developing countries had been pressurised by
developed countries.
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Trade, Mr. Menon continued, is welfare enhancing. However, the flip side of trade
should not be ignored either. In trade liberalisation individuals could be losers and
would need to be redeployed. This transition may take time. Trade theory works on
certain assumptions: flexible labour mobility and no infrastructural bottlenecks among
others. However, the reality is quite different. Trade liberalisation could lead to abject
poverty. Thus, there is a need to have corrective domestic poalicy in place. It becomes
therefore pertinent for the government tointeract with all stakeholders. Inthisinteraction
theroleof NGOsiscrucial.

During the Uruguay Round devel oping countries lacked the competence to negotiate.
Today the situation has changed, developing countries are more aware and have
developed better negotiating strategies. At the sametime, it is of utmost importanceto
implement agricultural reforms at the domestic level. Private investment in rural
infrastructure should be bol stered. In his concluding comments Mr. Menon emphasi sed
on the need to have transparency at the World Trade Organisation.

Dr. Debapriya Bhattacharya, Executive Director at the Centrefor Policy Dialoguein
Bangladesh, began his talk by pointing out that all deadlines set out by the Doha
Ministerial have been missed at the World Trade Organisation (WTO). However, victory
at the Cancin Ministerial, he opined, had not been lost, but delayed.

Bhattacharyaidentified, inthe context of the multilateral trading system, threeimportant
roleswhich the Civil Society is destined to play:

(i) Asthesource of valid information and knowledge for analysing the issues related
to multilateral trading regime;

(i) Asan advocate of the interests of the marginalized stakeholder in the trade policy
framing process; and

(iii) Asabuilder of capacity withinand beyond thecivil society for dealing with chalenges
of the international trading system.

Regarding the disappointing outcome of Cancun, Bhattacharya said that usually two
major sets of reasons are mentioned. First, a substantive one. The agenda of the
Ministerial was so overburdened that it was destined to fail to reach a satisfactory
conclusion. Second, a tactical one. Once the developed countries were ambushed by
the impromptu unity of the developing countries, some of them looked for space to
retreat.

Now going beyond the conspiracy theory, the question is how do we look at Cancln
with hindsight. Dr. Bhattacharya maintained that there are two basic propositions
regarding the outlay of international trade talks: As per the first proposition, and as
articulated by Joseph Stiglitz, “No deal isbetter than bad deal” . The second proposition
on the contrary maintains, “Something is better than nothing”. During the Cancln
process, developing countries focused on the first proposition and ensured that no
agreement was better than a bad agreement. However, we may ultimately haveto build
on incremental success.
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After Cancun the EU has been varying its stand on agriculture. Today, the only
concession that the EU is ready to make isto cut its agricultural subsidy programme.
Similarly, the approach of the USA on the “Singapore Issues’ is also changing. As
stated by the USTR Bob Zoellick in an open | etter, the approach favoured would be 2+2,
including Trade Facilitation and Transparency in Government Procurement and leaving
Investment and Competition Policy aside to begin with.

Dr. Bhattacharya raised severa issues for discussion. He was of the opinion that a
political understanding would give a“big push” to the multilateral trade negotiations.
He argued that there is an immediate need to bring multilateralism back on track and
suggested that thereisaconflict between multilateralismin trade and unilateral political
action, which may overshadow theformer. Dr. Bhattacharyaquestioned how amultilateral
trade body was expected to deliver if multilateral political organisations are unableto.
Dr. Bhattacharyaal so argued for devel oping a better interface between multilateralism,
regiond trading agreementsand bilateral agreements. He advocated for amore pluralistic
approach. He maintained that the strategic situation of a country would dictate its
optimal mix of different types of agreement.

In preparation for the unfinished agenda of Cancuin he mentioned three main topics:
Agriculture, NAMA and the Singapore I ssues. Agriculture should occupy thetop slot.
The issues pertaining to the Peace Clause and the Green and Amber Boxes should be
given priority. He stressed on the need to have a“blended formula’ for tariff reduction
so that no discriminatory cuts are made in tariffs. Regarding NAMA he raised the
guestion of which sectorsto open up and al so refered to negotiation on services. On the
Singapore | ssues, Dr. Bhattacharyasaid that some compromisewould haveto be reached.
Whether it would be a Trojan Horse or a Red Herring he could not answer, but he hinted
at apossible compromise around Trade Facilitation.

Dr. Bhattacharyainsisted that advanced devel oping countries should give greater market
accesstotheleast developed countries (LDCs) and added that aprocess of differentiation
isalso on among the LDCs. He highlighted the cotton issue and said that even before an
understanding on agriculture there should be an agreement on cotton, although cotton
asan agricultural commodity may very well be absorbed under Agreement on Agriculture.

On non-trade issues Dr. Bhattacharya said that these should not be brought in the
WTO. But, healso said that it would be difficult to keep the trade i ssues segmented from
non-trade issues for alonger period of time.

Civil Society, Dr. Bhattacharya concluded, would generate two types of confrontation.
First, core tradeissues vs. non-tradeissues (e.g. human and animal rights etc). Second,
domestic support to trade barriersvs. market accessto others. Civil society will haveto
think hard before taking positions on these matters.

Hefinally underscored the need for good governance, aswithout controlling corruption
and discrimination in the respective economies, the benefitsfrom trade will not percolate
down to the poor.
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Dr. AmritaNarlikar presented apaper co-authored with Diana Tussiefrom FLACSO,
Argentina, on developing country coalitions and portrayed her views on how the G20
managed to preserve such high levels of cohesion at Cancuin, when many other such
codlitionsinthepast had failed. Dr. Narlikar explained the problemsrelated to theformation
of acoalition and argued that devel oping country coalitionsfacetwo problems: Minimal
external weight and risk of fragmentation. The cause for minimal external weight isthe
relatively small shares of devel oping countriesin theworld economy. The causefor risk
of fragmentation depends on the credibility of threat to block.

Dr. Narlikar then described the cohesion within G 20. Thefirst important point in within
G 20 was the structure: A coalition is difficult to ignore with implications for its own
membership. The other important point in understanding the cohesion within G 20isto
study the negotiating strategies that took place amongst the members.

Dr. Narlikar concluded her presentation by stating that G 20 shows that strict distributive
strategy can be used and fragmentation avoided if the codlition is able to engineer dedls
among itsown members and thereby avoids defection and the associated dominoes effect.

Thefinal presenter, Mr. John Ochola, Programme Officer at the Institute of Economic
Affairsin Nairobi spoke of Kenya's situation in the international trading system. He
emphasised the fact that the mgjority of Kenyans are dependent on agriculture. For this
reason, if Special and Differentia Treatment inthissector isnot feasible, at least fair and
equitable trade rules are needed. Initiatives like the EU’s Lomé Conventions and the
present Cotonou Agreement or the US' African Growth and Opportunity Act (AGOA)
have had a mixed impact in Kenya. Mr. Ochola called for greater coherence between
domestic policies and aid and trade policies. It isthe role of the Civil Society to draw
attention to these issues and ensure a sound and consistent trading environment, both
inside the country and at the international level, he said.

The following discussion emphasised the division not only between developing and
least developed countries, but also within these countries. In wrapping up, Mrs. Olson
drew attention towards the necessities within each country and the need to increase
stakeholder participation.
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The G20 at the Cancun Ministerial:
Developing Countries and their
Evolving Codlitionsinthe WTO’

Amrita Narlikar and Diana Tussie

Reactions to the collapse at Cancuin as well as targets in the blame game have been
mixed. But irrespective of these differences, most observers agree that the role that
devel oping countries played at Canclin was unfamiliar and innovative. In good measure,
the voicethat devel oping countrieswere ableto exercisein Cancliin wasaresult of their
effective coalition formation. Not only did devel oping countries usethese coalitionsfor
an exchange of information and discussion, but they were able to adhere to their joint
positions in the endgame. Further, despite the differences in the agenda of different
coalitions, a successful effort was made to coordinate their positions so that they did
not enter into direct conflict with each other. Particularly against the backdrop of some
of the problems that devel oping countries have historically encountered in the World
Trade Organisation (WTO) and its predecessor institution, the General Agreement on
Tariffsand Trade (GATT), these are no mean achievements.

In this paper, we addressthe question: How did devel oping country coalitionsat Canclin
manage to preserve such high levels of cohesion, when many other such coalitionsin
the past had failed? We argue that the answer lies in some of the structural features of
the coalitions. But many of these structural characteristics derive from the previous
experience of developing countries with coalitions as well as the negotiation process,

* The authors thank the journal The World Economy and Blackwell Publishing for permission to
reprint this paper. The authors are grateful to many of the delegates from developing countries who
requested anonymity, but who were very generous in sharing some of their insights at Cancin and
afterwards. Thanks are due to Rudolf Adlung, David Armstrong, Maggie Armstrong, K.M.
Chandrasekhar, Andrew Hurrell, Patrick Low, Alessandro Martinatto, Arrmanatha Nasir, John Odell,
Siva Palayathan, Nasim Qureshi and Rorden Wilkinson for stimulating discussions. The paper benefited
greatly from the comments of two anonymous referees. Amrita Narlikar thanks ACUNS, the University
of Exeter, and the Nuffield Foundation for providing institutional and financial support. Diana Tussie
thanks the International Development Research Council of Canada and her LATN colleagues for
support.
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and suggest aprocess of social learning. Empirically, while we devote some attention to
the interplay between coalitions, our main focus in this paper is the so-called G20 on
agriculture.! In Section 1, we present amap of the various coalitionsthat werein operation
at Cancuin. We further explain our reasons for focusing on the G20 and present a brief
account of its formation, membership and agenda. In Section 2, we discuss some of the
theoretical writings on the subject of bargaining coalitionsto illustrate the problems of
coalition formation and maintenance. In Section 3, we draw upon the historical record of
coalitions in the GATT & WTO, to suggest that the G20 is a product of almost two
decadesof learning by devel oping countries. On the basis of our theoretical and historical
analysis, we are ableto highlight certain features of the G20 that facilitated intra-group
cohesion, aswell as the impact of external conditions, in Section 4. While our central
dependent variable is the cohesion of these coalitions, we also address the derivative
guestion of the costs and benefits of maintaining such coalitions. The Canciin coalitions
give us an excellent case of coalitions that managed to retain their cohesion, but also
ended up with asituation of no agreement rather than afulfilment of even some of their
demands. The costs of impasse are probably heaviest for developing countries, which
have limited alternatives (such asregional or hilateral solutions) outsidethe WTO. As
such, even though the efforts of the G20 and other coalitions were unprecedented and
commendablein preserving the unity of the codition until the very end of the conference,
we cannot deem these coalitions as outright successes. In the fifth and concluding
Section, we discuss aternative negotiating strategies that the G20 could have used,
which may have helped in overcoming the impasse at Canciin and greater gains for
developing countries.

Coalitions at Canculn

In the preparatory process leading up to the Cancin Ministerial, devel oping countries
engaged in severa joint initiatives that involved an exchange of information aswell as
theformulation of joint proposals. Many of thesealready had ahistory inthe preparations
for the DohaMinisterial in 2001, if not earlier. Examples of theseincluded the African
Group, the African Caribbean Pacific (ACP) Group, the Group of Least Developed
Countries(LDC), the Small and Vulnerable Economies(SVE), and the Like Minded Group
(LMG).

None of these coalitions were issue-specific; rather, they were blocs that adapted their
agenda according to the pressing needs of the day.?2 However, if we were to seek some
of the key issues that these groups have been associated with, the first four of these
groups have had at |east some overlapping membership and have shared some similar
concernsabout Special and Differential treatment (S& D) and the erosion of preferences
asaresult of liberalisation. The LM G, which cameto comprise 14 countries by thetime
of the DohaMinisterial, pushed for the so-called “implementation issues’, devel opment
issues, and systemic reform, and opposed the inclusion of the Singapore issues.®

All these coalitions had had varying degrees of successin getting their issues onto the
Doha Development Agenda. The ACP had managed to get an extension of the WTO
waiver for trade preferences from the EU under the Cotonou Agreement. This counted
as asuccess for the African Group as well, although the agenda of the group had also
covered several other issue-areas. Paragraphs 42 and 43 of the main Doha Declaration,
even though comprising largely promises and good intentions, are devoted exclusively
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to the concerns of the LDCs. Paragraph 35 recognised the concerns of the SVEs.
Referencesto S& D are dotted throughout the text and appear specifically in Paragraph
42. And as per theagendaof the LM G, promisesto addresstheir implementation concerns
appear in Paragraph 12 of themain Declaration and arediscussed indetail inthe* Decision
on |mplementation-Rel ated | ssues and Concerns.”

Having managed to get at least some of their concerns onto the Doha Development
Agenda, these five coalitions continued to meet in the two years between Doha and
Cancun to ensure that the promises of the Doha Development Agendawould be keptin
the new round. But as the Cancin Ministerial approached, many devel oping countries
became aware that some of their key concerns risked being sidelined, especialy in the
possible event of the USand the EU colluding on several issues, particularly agriculture.
Inaseriesof interviewsthat we conducted with del egates from devel oping countriesin
May 2003, several of our interviewees repeatedly expressed the fear of the EU and the
US*“pulling another Blair House Accord onus.”* Asaresult, in the summer leading up
to Cancun, several new coalitions swung into action. Among these were the Core Group
of developing countries resisting the Singapore issues, the coalition on cotton, the
coalition on Strategic Products and Special Safeguard Mechanism, and the G20 on
agriculture.

The Core Group of devel oping countriesinitially comprised 16 members. Bangladesh,
Cuba, Egypt, India, Indonesia, Kenya, Malaysia, Nigeria, Pakistan, Venezuela, Zambia
and Zimbabwe. | n responseto apaper by the EU, which had assumed that the negotiation
on Singapore issues would commence after Cancun, the Core Group submitted ajoint
statement in July. The text stated, “Explicit consensus on the modalitiesisrequired for
negotiations to commence not consensus on how to classify and group the different
procedural and structural aspects of the Singapore issues.”® The group proposed that
the four Singaporeissues should not be grouped into asingle basket. It further cited the
fact that the African Group and the L DC group had adopted positionssimilar to the Core
Group's in meetings at Dhaka and Grand Baie respectively. Members of the group
continued to work jointly in Canclin, and attracted many new recruits. A letter by the
group addressed to Minister Pierre Pettigrew, Facilitator for the Singapore issues at
Cancun, dated 12 September 2003, had 29 signatories (with Bangladesh signing on
behalf of the LDCs).6 On the final day of the conference, the African group, and LDC
and ACP groups (and members of the SV E which a so belonged to at |east one of these
three coalitions), working together, took a similar position. On the final day of the
Cancun conference, the Singapore issues emerged as the apparent deal-breaker.
Botswana, speaking on behalf of the (African Union) AU, announced that they could
not agree to any deal that included even one of the Singapore issues. South Korea
retaliated by stating that it could not accept a deal without al four Singapore issues.
Hence, even though countries had shown major differences over different issues
throughout the conference, the intractability of the Singapore issues provided the
immediate cause for the Chairman of the Conference, Luis Ernesto Derbez, to finally
throw in the towel.

Another coalition that came into play in the run-up to the Cancln Ministerial was the
group of four West and Central African countries(Mali, Benin, Chad and BurkinaFaso)
that proposed a complete phase-out of subsidies on cotton and financial compensation
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for the LDCsuntil the subsidieswere phased out.” Also in the run-up to Canciin wasthe
Alliance on Strategic Products (SP) and Special Safeguard Mechanism (SSM). Reports
about coalition activity among 16 countries over this proposal go back to at least late
July.8 At the beginning of the conference, the coalition comprised 23 membersincluding
Barbados, Dominican Republic, Honduras, Indonesia, Jamaica, Kenya, Mongolia,
Nicaragua, Nigeria, Pakistan, Panama, Peru, Philippines, Trinidad & Tobago, Turkey,
Uganda, Venezuela, Zambia, Zimbabwe, Tanzaniaand Ecuador. The group, particularly
under the leadership of Indonesia and Philippines, proposed that devel oping countries
be allowed to self-designate certain strategic products that would not be subject to tariff
reductions or new commitments. A special safeguard mechanism would be established
to protect the domestic markets of developing countries against import surges. By 13
September, this coalition had expanded to 33 members.® Both the coalitions on cotton
and on SP/SSM represented aresponse of devel oping countriesto the fact that devel oped
countrieshad, so far, shown few signs of improving market accesswhile S& D provisions
were proving highly inadequate. Developing countries would have to act in concert to
somehow get theseissues onto the negotiating table, often with the help of original and
creative proposals.

The fourth coalition that emerged in the process leading up to Cancuiin was the G20.
According to some sources, the origins of this coalition can be traced to the Brasilia
Declaration signed between Brazil, Indiaand South Africain June 2003.° But the coalition
that we saw at Cancun really arose as an immediate response to the EU-US text on
agriculture (even though cooperation among some of the G20 has precedents in the
both trade and other issues). Until the EU-US text came out on August 13, according to
one member, the Cairns Group members had hoped that the US would support their
position.* Similarly, countries with amore defensive interest in agriculture had hoped
that they would find an ally in the EU. Devel oping countries from both sets of interests
cametogether when they realised that the EU and the US had joined forces and come up
with atext that was highly unsatisfactory. Explaining therational e behind the coalition,
Minister Amorim of Brazil who wasa so coordinator for the G20 wrote:

“Thereal dilemmathat many of ushad to face waswhether it was sensible to accept an
agreement that would essentially consolidate the policies of the two subsidising
superpowers—with very modest gains and even some steps backward (the new broader
definition of ‘bluebox’ subsidiesto accommodate the USfor instance) — and then have
to wait for another 15 or 18 years to launch a new round, after having spent precious
bargaining chips.”2

Brazil and Indiadrafted thefirst text together, and then collaborated with other countries
who also became members of the group. With Chinaaboard, the group became one that
combined (arguably) al the emerging powersfrom thedevel oping world. Theaternative
framework proposal put forth by the group, dated 2 September, was signed by 20
countries: Argentina, Bolivia, Brazil, Chile, China, Colombia, CostaRica, Cuba, Ecuador,
El Salvador, Guatema a, India, Mexico, Pakistan, Paraguay, Peru, Philippines, South Africa,
Thailand, and Venezuel a. With the addition of Egypt and Kenya, the group acquired the
name of the G22.
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The coalition went beyond being a simple blocking coalition, but one with a proactive
agenda.®® It proposed more radical cuts on domestic support measures provided by
developed countries (than the EU-US draft had proposed), including a capping or a
reduction on domestic support measures used by the developed countriesin the Green
Box. On market access, the coalition proposed a blended formula under which “each
element will contribute to substantial improvement in market accessfor al products, in
an effective and measurable way.”'* Here too, it sought greater commitment from
developed countries, e.g. “ All developed countries shall provide duty-free accessto all
tropical products and others mentioned in the Preambl e of the Agreement on Agriculture
as well as to other agricultural products representing at least []% of imports from
developing countries.”* It called for the discontinuation of the Special Agricultural
Safeguard for developed countries and supported the establishment of a special
safeguard mechanism for devel oping countries. On export subsidies, the G20 proposed
theeimination “over a[X] year period” of export subsidiesfor the products of particular
interest to developing countries, and further that “Members shall commit to eliminate
over a[y] year period export subsidies for the remaining products.”® References to
S& D appearedin al three areas of domestic support, market accessand export subsidies.
Even though al the proposals on agriculture were framework proposals at this stage
(rather than tabling exact figures), the G20 framework required the devel oped countries
to commit to significantly higher levels of liberalisation than the EU-US proposal had
envisaged.

All the coalitions discussed so far played specific, independent rolesin different phases
of the Cancun process. Just as important was the role that they played together. A
careful effort was made to maintain coordination between groups, and at |east prevent
outright opposition when support for the other’s position was not possible. Hence, for
instance, members of the G20 expressed support for the Alliance on SP and SSM.
Consultation and coordination between the ACP, LDC, African Group, the G20 and the
Alliance on SPand SSM continued into the penultimate day of the conference whenthe
Chair produced a second draft. The African Group, LDC and ACP groups similarly
coordinated their positions to become the G90 on the final day of the conference.
Among all the cases discussed so far, however, the G20 in particular demands attention.

The G20 was anew actor in the negotiations. Its appearance was momentous, especially
asit wasthefirst coalition in which Chinaplayed aleading and committed role sinceit
became amember of the WTO. Initsresistance against the EU and the US, it captured a
great deal of public attention. It presented anew exemplar of the proactive diplomacy of
the emerging powers, especially with Brazil, Chinaand Indiaat its helm. The coalition
constituted amajor weight in economic terms, especially asit contained 69 percent of
the world's farmers. As such, it presented a credible threat to block consensus. It also
possessed some moral weight, which it exercised to itsgreat credit, by emphasising that
it represented the interests of over half of the world’s population. Unlike some of the
older coalitionsinvolving devel oping countries, the G20 did not have ablocking agenda
but a proactive one, which was typified in its technically substantive proposal.
Irrespective of the final machinations on the last day when the lack of agreement over
the Singapore issues was presented as the ostensible reason for the end of the meeting,
agriculture had in fact been the béte noir through most of the conferenceaswell asinthe
run-up toit. To use acounterfactual, even if the Singapore issues had been resolved on
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thelast day,” consensuswould still have been unlikely due to the G20's dissatisfaction
with the variousdraftsthat still made minimal commitmentson agriculture. Herewasa
coalition that was capabl e of making adifference, through thelogic of itsargument but
also the sheer strength of its weight.

For analysts of coalitions and trade negotiations, the G20 presents afascinating puzzle.
The G20 isimportant to us, not simply because it comprised such a major mass of the
developing world, but becauseit brought together some extremely unlikely candidates.
Thebiggest potentia fault-linewithin the group was between the Cairns Group exporters
and the defensive food importers. It combined some of the largest and most powerful
members of the devel oping world with some of the smallest. Observers and severa of
our interviewees (from international organisationsand non-member countries) repeatedly
predicted the likely collapse of the group, particularly in the endgame when the Quad
would wield bilateral carrots and sticks on the group. The LMG at Doha had already
lived through such afate of fragmentation in the endgame;*® the G20 potentially had
even more serious sources of fracture. And yet, the group survived.

Problems of Coalition Formation and Maintenance: The Theory

While theoretical writings on the subject of inter-state bargaining coalitions are few, a
diverse body of literature (including negotiation analysis, theories of International
Relations and International Political Economy) points to two central problems that
coalitions of developing countries encounter: minimal external weight and the risk of
fragmentation.”® Thefirst problemisaninevitableresult of the smaler shares of developing
countriesin theworld economy. The vulnerability of a coalition to the second problem
depends on several factors including the structure of the coalition, the interests that
coalesce, its negotiating strategy, and the response it generates from other parties.

Coalitions unable to overcome the first problem risk marginalization in the endgame,
partly because they may find it harder to block consensusin the face of pressure from
their more powerful counterparts.?® But this structural constraint can be overcomein
several ways. First, the coalition can be re-constituted so that it includes some larger
economies, e.g. the Cairns Group inthe Uruguay Round.?* Second, the coalition of small
and weak countries can improve its bargaining strength by relying on larger numbers.
Large numbersmay help enhancethe collective market size of the coalition and also the
legitimacy of itsagenda. But most important, in the endgame, countriesfind it easier to
refuse asub-optimal dedl if they arenotisolated in their resistance. Whenthe ACP, LDC
and African Group cametogether in the endgame at Cancin to constitute the G90, they
illustrated an effective use of this strategy. Third, even if coalitions comprise some of
theweakest countries, they can still exercise apowerful influencein the negotiations by
conducting detailed research on the subject and thereby finding anichein the negotiation.
Most of the recent coalitionsinvolving developing countries, e.g. at Dohaand Cancun,
havein fact involved considerable commitment to research and information-sharing. To
take two concrete examples, the coalitions of LDCs and SV Es comprise some of the
weakest and smallest economies in the world. Despite these structural liabilities, their
imprint on the Doha Development Agenda is clear. It could be argued that several
factors, not least divide-and-rule tactics by the Quad and the post 9/11 context may
have contributed to these ‘victories' (and limited substantive gainsin other areas). But
itisdifficult toimaginethat Paragraph 35 on the small economiesand Paragraphs 42 and

42 « From Cancun to Sdo Paulo ®2d X CUTS



43 on the LDCs would have formed a part of the Main Doha Declaration without the
consistent and collective agenda-setting efforts of these two coalitions.

The second problem that coalitions encounter, the risk of fragmentation, has several
causes. Irrespective of the causes, however, the effect of fragmentation isthe same. As
soon as it becomes evident that one country is defecting from a coalition, the fear of
other members of being isolated inthe endgameincreases. A dominoes effect ensues.?

Whileall coalitionsrisk fragmentation, someare more proneto it than others. Coalitions
of the weak, by definition, run this risk because the ability of developing countriesto
withstand pressureis|ower than that of developed countries.? Coalitions that combine
differing priorities of member countries, by their very structure, are easier to fragment,
especialy if selectively targeted, bilateral carrots and sticks are used against some
members to prompt defection. Asaresult, bloc-type coalitionsthat address a diversity
of issues are vulnerable to this risk. Such coalitions are often maintained through
logrolling of awidevariety of interests, and prove friablewhen outsiders offer to address
the particular priorities of certain memberseither bilaterally or in other groups. The G10
in the Uruguay Round typified these problems (to be discussed in the next section).?

The susceptibility to fragmentation also depends on the type of negotiating strategy
that the coalition uses.® Coalitions of developing countries that use a distributive
strategy, i.e. claim valuefrom the other side and offer no concessionsin return throughout
the negotiating process, tend to attract divide-and-rul e tactics from the opposing parties.
Rather than give in to the high demands placed by the coalition, the opposing parties
choosethe cheaper aternative of offering bilateral dealsto the members of the coalition.
Should some members accept these deals, a dominoes effect islike to ensue leading to
the collapse of the coalition. Thisunderminesthe credibility of the coalition and results
in sub-optimal gains or even losses for theisolated members who continue to adhereto
that collectivepositionintheendgame.?® Especidly if the coalition hasastrong leadership
(e.g. Indiainthecaseof the LMG), and if bilateral dealsimprovein theface of acollective
distributive strategy, the coalition will come under even greater risk of fragmentation
dueto free-riding. Smaller memberswould be tempted to defect, especialy if theleaders
arelikely to carry theflag of the coalition anyway.

Assuming that the use of a distributive strategy increases the risks of defection by
membersin favour of bilateral deals, the obvious solution would seem to be the use of
amixed strategy. So for instance, the coalition could start out by making high demands,
but could then display someflexibility in the later stages of the negotiation by engaging
in some reciprocal exchange and value creation. But here, the problem of coalition
structure kicksin again. Writing about i ssue-specific coalitions, Hamilton and Whalley
argue, “And since countries typically wish to balance their positions across al the
issuesthat are of interest to them, they need to reserve some degree of flexibility to allow
for changes in position on various issues as part of the negotiating processes. Such
changes may well be inconsistent with agreements that countries have entered into in
order to join the codlition. These coalitions are, therefore, very difficult to maintain.
They tend to be more resilient where the issue at stake is of major importanceto all the
members of the coalition (such asagriculturefor most of the Cairns Group countries).” %
In fact, the same argument can be made about bloc-type coalitions that cover different
issue-areas. It becomes almost impossiblefor the coalition to show any flexibility on any
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of itsdemands, because every issue onitslog rolled agendais of importanceto at least
one of its members.?® Due to scarcity of resources, some delegates and officials from
international organisations pointed out to usin interviewsthat it is difficult enough for
developing countriesto arrive at one common position, let aloneajoint fallback position.

Except from the problem of minimal economic weight, the G20 potentially suffered from
all the problems outlined in the previous paragraphs. First, it combined a vast mix of
developing countries, including small countries whose susceptibility to bilateral arm-
twisting was high and the ability to hold out against such pressures low. Second, even
while focusing on the issue-area of agriculture, it brought together countries with
divergent positionson theissue of agricultural liberalisation vs. protectionism, let alone
differing preferencehierarchiesin relation to other issues. Third, it used astrict distributive
strategy. It demanded concessions from the Quad and offered very littlein return. All
these features suggest avulnerability of the group to avery high risk of fragmentation.
The fact that the coalition stood united through Canciin, and continues to meet to the
present day, demands explanation.

Social Learning and the Practice of Coalition-Building

The G20 survives in the face of theoretical insights to the contrary, and in spite of a
history of coalitions of developing countries that have collapsed. A large part of the
explanation for thissurvival liesin thefact that the G20 builds on at | east two decades of
coalition formations behind it. From the experiments with different coalition types,
developing countries have now evolved a new coalition type.

Coalitions, over the past two decades, may be classified into two types: bloc-type
coalitions and issue-based alliances. The two may be seen as representing the opposite
ends of aspectrum. There aretwo key differences between the bloc-type coalitions and
issue-based alliances. First, the former come together against a backdrop of ideational
and identity-related factors, whereas the latter are formed for instrumental reasons.
Second, the bloc-type coalitions combine like-minded states and try to adopt collective
positions across issue areas and over time; in contrast, issue-based coalitions are
directed towards specific threats and dissipate after the particular issue has been
addressed.?® While bloc-type coalitions dominated Third World diplomacy until the
early 1980s, issue-based coalitions came into vogue in the Uruguay Round (partly asa
reaction to the failures of bloc-type diplomacy). The coalitions of today including the
G20, having learnt from thefailings of their predecessors, utilise some elements of both
the bloc-type coalitions and issue-based alliances.

The dialectical process of learning among coalitions may be traced back to the pre-
negotiation phase of the Uruguay Round. The attempt by the Quad, particularly the US,
to bring serviceswithin the purview of the GATT catalysed the emergence of ahard-line
coalition of resistance, the G10.*° The G10 had its roots in the Informal Group of
Developing Countries. It took the position that it would block the launch of anew round
until the older issues of standstill and rollback were attended to, and would further
oppose the introduction of services into the GATT. Simultaneously, a new initiative
began among devel oping countriesto discussthe meaning and implications of including
services in the mandate of the GATT. With Colombia’ s ambassador, Felipe Jaramillo,
chairing the meetings, theinitiative was sometimesreferred to asthe Jaramillo process.
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Initially, the G10 attended these meetings, but the two groups soon went their separate
ways. Eventually, the G10 came up with itsown draft (which had no mention of services),
and refused to even consult with the other developing countries that were participants
in the Jaramillo process by claiming that their draft reflected just the views of the
signatories and hence did not require consultation with anyone else. In response to
this, members of the Jaramillo process came together as the G20.3* This group further
combined with the devel oped countries of the G9 and cameto constitute the Café au Lait
coalition (so named asit wasled by Colombiaand Switzerland).*? The draft of the Café
au Lait coalition provided the basisfor the Puntadel Este Declaration that launched the
Uruguay Round.®

Thesuccess of the Caféau Lait coalition stood out against the very modest achievements
of the G10. In large measure, the successes of the Café au Lait coalition lay in the
simplicity of itsissue-based structure that contrasted with the logrolling that underlay
the agendaof traditional bloc-type groupingsincluding the G10. Asthe members of the
Café au Lait shared a common interest over a single issue, the group enjoyed greater
flexibility of positionsand could engage with val ue-creating strategiesrather than strictly
distributive ones. Particularly in the Jaramillo process, the group had showed considerable
commitment to research and information-sharing rather than grand posturing or ideology,
and thereby came to enjoy considerable legitimacy. Further, the Café au Lait coalition
was unprecedented in overcoming the North-South divide. Whilethe Caféau L ait opened
up the path of issue-based diplomacy that combined devel oped and devel oping countries,
the Cairns Group of agricultural exporting nations took it even further.®* Here was an
issue-based coalition, acting as amediator between the EU and the US, whose position
was based on research and analysis rather than rhetorical demands. And the very fact
that agriculture was finally within GATT rules was seen as evidence of the success of
the issue-based coalition as a genre.®

The reaction of developing countries to these apparent successes of issue-based
diplomacy wasextreme. Inthelight of the Caféau Lait and Cairns Group experiences, the
old bloc-stylediplomacy of the G10 stood discredited. L earning from these experiences,
re-calculating their odds, and modifying their behaviour accordingly,® developing
countries swung from vesting their faith in the bloc-type aliances to the “shifting
coalitions’, which focused on particular issues and combined devel oped and devel oping
countries.® But the euphoria with these new types of alliances as the panacea for the
bargaining problems of developing countries proved to be short-lived.

The few issue-based alliances that enjoyed greater visibility and sustainability were a
product of some irreproducible circumstances. The Cairns Group, for instance, had an
agendathat conformed to the US agenda at thetime: acondition that few other coalitions
involving developing countries have been able to reproduce. Most experiments with
issue-based diplomacy displayed short livesand minimal influence. Sometimes countries
would join different issue-based coalitions, leading to an unsustainable mix of
crosscutting and often contradictory loyalties. At other times, countries would simply
defect to other issue-specific alliances. For instance, country X would soon defect from
Coadlition A to Codlition B, especially if issue B was of greater importancefor country X
and had been recently introduced for negotiation. The possibility of this happening
further reduced the credibility of these coalitions and, in turn, jeopardised the
effectiveness of these coalitions further.
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Many of the coalitions of Dohaand Cancun were areaction to these pendulum swings.
Memory of the failures of the old bloc-style diplomacy has persisted, and hence most
delegates are quick to claim publicly that their coalitions are based not on identity or
ideology but interests in particular issues. However, closer investigation reveals that
many of these coalitions have also re-incorporated the key features of blocs. They are
often limited to the developing world, outlive the issue of focus, frequently come to
operate across issues, and are bound by a collective idea that the developing world
shares several problemsand needsto addressthem collectively. These“smart” coalitions
hence combine elements of both issue-based alliances and bl oc-type coalitions. Akinto
the issue-based coalitions, they stress the importance of research in facilitating
negotiations in the area under discussion. And like their issue-based predecessors,
with whom they claim such close affinity, they may focus on one central issue even
while addressing broader issues. By incorporating elements of the old bloc-style
diplomacy and appealing to the shared weaknesses of developing countries (or some
other such principle), they are able to acquire alongevity that the short-term “ shifting
coalitions’ of earlier days never enjoyed.

These coalitions have also adopted some of the research-oriented strategies of the
issue-based coalitions. The resulting openness to other coalitions rather than an “us
vs. them” antagonism, and logrolling that is not compl etely random but relatively more
focused on a smaller set of issues (partly as a result of the research), makes these
coalitions considerably more evolved than their bloc-type grandparents. Underlying
these coalitionsisthe sense that while devel oping countries may have differing interests
and need to do their homework to be effectivein trade negotiati ons, the Uruguay Round
has somehow short-changed them as a group. To correct some of the past imbalances
and to prevent new ones from recurring, even when they focus on particular issue-
areas, they will need toretain their bloc-typeidentitiesand a so friendly relationsamong
different blocs. The G20 epitomises these smart coalitions of the third generation.

Features of the G20: Explaining Intra-Group Cohesion

It is noteworthy that even midway through the Cancin conference, delegates from
developed countries and some international organisations indicated to us that they
believed that the G20 was unlikely to survive in the endgame. In fact, they predicted,
what would happen would be more along the lines of what had happened at Doha: the
group would cohere until the penultimate day of the conference at best. But it would
then break along the natural fault-lines of exporters vs. importers, plus new lines of
dissent that would emerge asaresult of bilateral carrotsand sticksthat the Quad would
wield against some members.® The fact that this did not happen can be attributed at
least partly to the structure of the group and, perhaps more importantly, the strategies
that it employed.

Admittedly, theinitial strength of the G20 lay initsstructure. Asfar asthe EU and theUS
were concerned, it would be very difficult for them to ignore acoalition that constituted
over two-thirds of the world's population, comprised over 60 percent of the world’s
farmers, and was led by a powerful core of emerging powers (particularly Argentina,
Brazil, China, Indiaand South Africa). But recall that the G10 of the Uruguay Round had
also comprised a core group of emerging powers, and had still collapsed. The reason
why the G20 was ableto preserveits cohesion when other coalitionshad failed lay inits
strategies.
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Despite the use of a strict distributive strategy outside, the group employed severa
strategies to preserve its internal coherence. Particular attention was paid to retain
coherence among the leaders of the group, that is Brazil, Chinaand India. As per the
dominoes effect that was described earlier, as long as the core group held together
(particularly Brazil, Chinaand India), it washighly likely that the coalition would endure.
On the other hand, had the Big Three given any indications of differences among
themselves, they would have prompted a chain of defections by the smaller countries
that could not risk commitment to apotentially divided coalition. We heard accounts of
at |east some of the smaller members of the G20 being subject to considerabl e pressure
at Canclin.® For instance, the USisreported to have offered carrotsin the form of tariff
guotas to some of the Central American countries and sticks that included the threat of
dowing down regional integration. But the G20 held together firmly at Cancuin, especialy
as the core of the group showed no sign of breaking.

The reason why the leading members of the group were able to hold together was not
simply amatter of obviouscommoninterests. Therewasan equally high possibility that
rather than hold together, the group would collapse along its natural fault-lines: on one
hand, the Cairns Group members and on the other, their more protectionist counterparts.
The former were staunch supporters of the Swiss formula approach for agricultural
liberalisation whilethelatter upheld the Uruguay Round formulaapproach.® India, with
its population of about 650 million farmerswith smallholdings had adefensiveinterest
on theissue of market access, whereas countrieslike Brazil and Argentinahad astrong,
offensiveinterest. But acompromisewasarrived at pre-empting these potential rivalries,
and the G20 proposed ablended formulaon market access. The S& D clauseson market
accessin the proposal, incorporating the concerns of countries with more protectionist
interests, further stated “there will be no commitments regarding TRQ expansion and
reduction of in quota tariff rates for developing countries.”* In interviews, delegates
also emphasized the extent of agreement among the members, particularly on the broader
issue of the protectionist measures used by the EU and the US as the central cause for
their unity.*?

In another clever move to pre-empt differences within the group, the G20 managed to
incorporate the concerns of the net food-importing countries and the LDCs. Hence,
even with its predominantly liberalising agenda, the G20 made detailed references to
S&D and non-trade concerns. By balancing the liberalising interests of some of its
members with the protectionist concerns of some of its other members and supporters
outside, the G20 stood out in contrast to the Cairns Group with itsavid full freetradeaim
in the Uruguay Round.

The G20 managed to avoid antagonism not only among themselves through intra-
coalition dedls, but al so maintained amicablerelationswith the Alliance on SPand SSM.
Several membersof the G20 were members of the Alliance on SPand SSM such as Cuba,
Pakistan, Philippinesand Venezuela. The G20 draft further proposed the establishment
of Special Productsand aSpecia Safeguard Mechanism (Paragraph 2.6). It also cameto
enjoy the support of the African Group in the endgame.®® As such, the G20 epitomised
the smart issue-based blocs of recent years, which have managed to avoid conflict with
other issue-based aliances.
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Another strategy that contributed both to intra-group cohesion but also the external
legitimacy of the group (at |east among most countries except the EU and the US) was
the research and careful analysisthat underlay its proposal. The result of thisanalysis
allowed the group to recognise their potential differences and guard against them.
Further, unlike the blocs of the Uruguay Round, and more akin to some of the issue-
based coalitions of the 1980s and subsequent i ssue-based blocs of Doha,* the G20 was
not simply alaundry list of demands.®> Assuch, it was not simply ablocking coalition
(despite the use of strict distributive strategy), but in fact a proactive agenda-moving
one.

So far we have focused on the structure and strategies of the G20 as the explanation for
the group’s cohesion and durability. However, whether these were decisiveinimparting
the strengths to the group cannot be fully gauged without considering two other
explanations based on the strategi c interaction of the group with outsiders. It istruethat
the group survived in the endgame, but it could be argued that the endgame at Canciin
was played on adifferent terrain than agriculture. On thefinal day of the conference, the
Singaporeissues proved to be the proximate cause for contention and the failure of the
meeting. So to pose a counterfactual, had the Singapore issues been resolved and had
agriculture come under discussion on the night of 14 September, would the G20 have
till survived? 1t could well be argued that the crunch on agriculture never really came at
Cancun, as it was simply not discussed on the last day.

A different explanation would be that there has been a generalised lack of interest in
tradeliberalisation; the USand the EU, quite simply, didn’t care enough about launching
thenew round,* and hence didn’t go through the complicated machinations of breaking
the G20. The adverseinternational context had lowered theincentivesfor the EU and the
USto push for multilateral agreement through bilateral deals. After al, aclimate of low
growth, the USfarm bill, and thewithering of the M FN through competitiveregionalisation
do not provide the most conducive environment for multilateral liberalisation.

To both explanations, our reply isasfollows. Admittedly, the Singapore issues emerged
as the apparent deal-breaker in the endgame. But the introduction of the Singapore
issueson thelast day, rather than agriculture, was a surprise by all accounts. In the run-
up to Cancun and throughout the conference, countries had repeatedly argued that
agriculturewasthereal deal-breaker. The EU and the US recognised thisand we have at
least some evidence of their attemptsto break the G20 and the Alliance on SPand SSM.
Various tactics were used: rumours and prognoses about division to precipitate the
dominoes effect, bilateral and regional carrotsand sticksat delegates' level, and callsto
capitals. We al so recognise that context matters, but pressures go in several directions.
It is worth recalling that the new round was launched at Doha on the urging of the
developed countries and to the great resistance of devel oping countries (whose position
had been that the imbalances of the Uruguay Round had to be corrected before a new
round began). The Doha Development Agenda does bring in development concerns,
but movement remains essentially tied to the interests of the EU and the US. In other
words, the push for the new round from the US and EU at Canciin may have been lesser
than at post-9/11 Doha, but attemptsto somehow engineer adeal suggest that the Quad
had not been reduced to global apathy and regionalism-maniayet. It would bewrong to
argue that the members of the G20 were not tempted or coerced to defect; rather, they
held together in spite of it.
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The resistance of the G20 to the pressures at Cancun, in spite of the use of a strict
distributive strategy iscommendable, but it still |ed to an outcome —impasse—that may
turn to be adverse to devel oping countries. Thisimpasse may well have been linked to
anissuethat wasraised earlier in this paper: theimportance of posing acrediblethreat.
Even though the G20 had stuck together through the entire conference, previous
experience of the EU and the US with such coalitions may well have led them to doubt
the credibility of the G20 to block. Thiswould not have been afar-fetched assumption to
make. The LM G at Dohahad shown similar promise of holding out, but had collapsedin
the endgame. It would also explain the last-minute focus on the Singaporeissues: issue-
linkageswould facilitate the collapse of the G20, which was not much of acrediblethreat
anyway. In other words, misperception led the EU and the US to underestimate the
seriousness of the G20 threat. The EU and the US were simply not aware that thistime,
in an endgamethat had devel oped into Chicken, the G20 would break with all precedent
and would not swerve as a result of fragmentation. This is perhaps a more plausible
explanation to the way the events unfolded in the end and has interesting implications
for the interaction of the EU and the US with future coalitions involving developing
countries.

The G20 has set a precedent. The coalition has demonstrated that unlike coalitions of
the past that succumbed far more easily to divisivetacticsin the endgame, at least some
coalitions today have devised methods of maintaining internal coherence and also
external weight to be able to hold out even in the face of some tempting side-deals. To
avoid another showdown in the future, given that developing countries may resist
breaking ranks when such critical issues as agriculture are involved, both sides may
have to swerve on certain issues in the endgame.

Conclusions

Assuming that the G20 would have held out even in the endgame (even if the Singapore
issues had been resolved), and in the face of minimal concessionsthat were forthcoming
from the EU and the US, Cancun would have collapsed over agriculture if not the
Singapore issues. The G20 story suggests that a distributive strategy may work if the
coalition is somehow able to engineer deals among its own members, and thereby
managesto build consensus avoiding immediate defecti on and the associ ated dominoes
effect. Itisherethat the G20 differed fromthe LM G at Doha, or the G10in the Uruguay
Round: it was able to maintain cohesion, even in the face of bilateral deals that were
coming fromthe EU and the US. Whereit failed wasin establishing the credibility of its
threat, not least because precedents suggested to the EU and the US that coalitions
with distributive strategies have usually collapsed in the endgame.

The question of whether the EU and the US would make concessions in the endgame
would of course depend on their perception of the credibility of the opposing coalition
to block. However, equally important would be the cost of the concession, which may
turn out to bevery highif the opposing coalition is pursuing astrict distributive strategy
and refuses to make any concessionsin return. |n other words, the EU and the US may
still have chosen the option of no agreement had agriculture appeared in the endgame
and even if the G20 had posed a credible threat. So what could be done to avoid a
stalemate?
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Whether or not the G20 survives and how isan interesting question, especially oncethe
discussions move beyond the agenda-setting stage into the negotiating one, either in
theWTO orinregional fora. But asfar asagenda-moving coalitions are concerned, our
analysis of the G20 should be relevant even if the group does not survive on alonger-
term basis. Holding out has allowed members to exact a higher price for moving the
agenda (be it multilaterally or bilaterally). The coalition represents alandmark and an
exampleinthe history of coalition formationsby presenting aunified and credibl e threat
to block. To ensure that such coalitions can actually exercise an influencein aresulting
agreement (rather than simply blocking the negotiation), the next step would befor them
to adopt mixed strategies in the endgame.*

Having unified itself and presented a credible threat with a distributive strategy, the
coalition could then adopt an integrative strategy with much higher resultsthaniif it had
an integrative or mixed strategy in the beginning of the negotiation. Integrative moves
at the beginning of a negotiation may be interpreted as a sign of weakness, especially
when devel oping countries are making such moves. But integrative moves made after
demonstrating acrediblethreat to block arelikely to yield significantly higher gainsthan
impasse or gains that might accrue if a purely integrative strategy were used from the
first instance. Depending on the substance of these integrative moves, it may be less
expensive for the outside party to reciprocate with compromise rather than bear the
costs of impasse. But using such integrative moves from a position of strength is
conditional onthe other party recognising that the coalition did present acrediblethreat
to block in the first place. By demonstrating such an ability, and if the lessons of the
Cancun experience do not go unlearnt, the G20 may have set the background for amore
fruitful negotiation for both partiesin the next round of moves.

The use of mixed strategies can be problematic when different prioritiesin abloc-type
coalition areinvolved, and they do require even greater research inputsfrom the members
and identification of clear bottom-linesand fallback positions.®® But it isnot animpossible
task, especialy if the coalition comprises some of the most powerful members of the
developing world and is sufficiently unified to be able to come up with alternative
collective demands and concessions.

Dr. Anrita Narlikar is Lecturer of International Relations at the University of Exeter and Research
Fellow at the University of Oxford. Diana Tussie is Research Fellow at FLACSO in Buenos Aires,
Argentina.
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Endnotes

1

10
11

12
13

14
15
16
17

18
19

20

21
22

Due to changes in its membership, particularly after Cancun, the G20 is also referred to as the
G22 and the G20+. While referring to the group in this paper, we have adhered to the name that
the group continues to be most commonly associated with today, G20, irrespective of the actual
numbers in its ranks. Note that the members of the group also usually refer to themselves as
members of the G20.

For more on the typology of coalitions and an empirical analysis of coalitions until the Doha
Ministerial see Narlikar (2003). Note that there were several issue-specific coalitions also in
play in the run-up to Cancun, including some that continued from Doha, e.g. on Geographical
Indications and Mode 4. But towards the endgame, partly as a result of the way the conference
had evolved, the major coalition players from the developing world seem to have been the LDC,
ACP, African Group, SVE, LMG, Core Group, the coalition on cotton, the aliance on Strategic
Products & Specia Safeguard Mechanism, and the G20.

Narlikar and Odell (2003). The Singapore issues refer to competition policy, transparency in
government procurement, trade facilitation and investment. The LMG comprises Cuba, Do-
minican Republic, Egypt, Honduras, India, Indonesia, Kenya, Malaysia, Pakistan, Sri Lanka,
Tanzania, Uganda and Zimbabwe, with Jamaica and Mauritius as observers.

Interviews with representatives of developing countries to the WTO, May 2003.

Comments on the EC Communication (WT/GC/W/491) on the Modalities for the Singapore
Issues, WT/GC/W/501, 8 July 2003; original emphasis retained in the quote.

Available at http://www.ictsd.org/ministerial/cancun/documents_and_links.htm.
TN/AGI/GEN/4, Poverty Reduction: Sectoral Initiative in Favor of Cotton, 16 May 2003.

Bridges Weekly Trade News Digest, Vol. 7, No. 27, 28 July 2003, available at www.ictsd.org/
weekly/03-07-28/story4.htm.

Bridges Daily Update, ICTSD, 13 September 2003, Issue 4.
www.southasi amonitor.org/diplomacy/2003/sep/26dip7.html.

The Cairns Group comprises Argentina, Australia, Bolivia, Brazil, Canada, Chile, Colombia,
Costa Rica, Guatemala, Indonesia, Malaysia, New Zealand, Paraguay, Philippines, South Africa,
Thailand, and Uruguay.

Wall Street Journal, 25 September 2003.

Note that a proactive agenda need not contradict the use of a strict distributive strategy; al that
we mean by proactive is that the group went beyond a position of simply blocking and instead
came up with several alternative proposals of its own that were based on research (rather than
a laundry list of demands).

Paragraph 2.1, WT/MIN(03)/W/6.

Paragraph 2.5, Ibid.

Paragraph 3.1, Ibid.

In fact, the EU in the endgame had shown a willingness to back down from its position by

dropping two of the Singapore issues; at least some developing countries too, with time, may
have been willing to arrive at some compromise.

Narlikar and Odell (2003).

Hamilton and Whalley (1989), Kahler and Odell (1989), Narlikar and Odell (2003), Tussie and
Glover (1995), Narlikar (2003).

Theories of coalitions at the domestic level raise the issue of size in some depth, e.g. Riker
(1962), Gamson (1964), Hinckley (1979), Frohlich et al (1971). Some theories of IPE also
focus on the coalition size and the bearing that domestic institutions have on facilitating mass
movements (e.g. Alt et al, 1996).

Tussie (1995), Higgot and Cooper (1990).

The domino effect argument originates in Narlikar and Odell (2003).
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23 Developing on Rousseau's idea of the ‘Stag Hunt’, Robert Jervis (1978) wrote “If the failure to
eat that day — be it venison or rabbit — means that he will starve, a person is likely to defect in
the Stag Hunt even if he really likes venison and has a high level of trust in his colleagues.
(Defection is especialy likely if the others are also starving or they know that he is.)” Coalitions
of the weak run a similar risk.

24 Kumar (1995), Narlikar (2003).

25 The arguments about the strict distributive strategy leading to coalition fragmentation, and the
importance of the credibility of the threat to block originate in Narlikar and Odell (2003).

26 Of course if the coalition is able to withstand these pressures and makes a credible threat to
block, then the results are either very high gains or no agreement (we saw the latter result at
Cancun). On the use of the distributive negotiating strategies by coalitions, see Narlikar and
Odell (2003). On a typology of negotiating strategies and constituent tactics, see Odell (2000).

27 Hamilton and Whalley (1989), p. 555.
28 Narlikar and Odell (2003).
29 Narlikar (2003).

30 The G10 in its hard line version comprised Argentina, Brazil, Cuba, Egypt, India, Nigeria,
Nicaragua, Tanzania, Peru and the former Yugoslavia.

31 The members of the old G20 (and not to be confused with the G20 of Canciin) were Bangladesh,
Chile, Colombia, Hong Kong, Indonesia, Ivory Coast, Jamaica, Malaysia, Mexico, Pakistan,
Philippines, Romania, Singapore, Sri Lanka, South Korea, Thailand, Turkey, Uruguay, Zambia
and Zaire.

32 The G9 included Austraia, Austria, Canada, Finland, Iceland, New Zealand, Norway, Sweden and
Switzerland.

33 Tussie and Lengyel (2002) on Café au Lait diplomacy, Narlikar (2003) for detailed case studies
of some coalitions in the Uruguay Round, including the G10, the G20, and the Cairns Group.

34 Higgott and Cooper (1990), Tussie (1995).

35 On a sceptical analysis of the actual victories and influence of the Cairns Group, see Narlikar
(2003).

36 Our account of learning fits in with the rationalist research agenda; for an analysis of different
approaches, see Checkel (2001).

37 Tussie (2003).

38 Such views seemed to persist until at least as late as 12 September.

39 Interviews, Cancun, 9-14 September 2003.

40 For a full explanation of the formulae and their implications, see www.wto.org.
41 Paragraph 2.6 (ii), WT/MIN(03)/W/6.

42 Interviews, Cancun 9-14 September; Phone Interview with delegate from G20 country, 1 Octo-
ber 2003.

43 Phone interview, 3 October 2003.
44 Narlikar (2003).

45 Note however that several attempts were made to paint the G20 as belonging to the genre of
coalitions that make unilateral demands. For instance, Franz Fischler is reported to have said,
“They never deal with other [countries'] concerns, and that is a problem.” See Inside US Trade,
www.insidetrade.com, 13 September 2003.

46 Garten (2003).
47 On the use of mixed strategies, see Odell and Sell (2003).
48 These problems are illustrated with the case study of the LMG in Narlikar and Odell (2003).
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Kenya and the World Economy:
Lessons and Prospects

John Ochola

Agriculture is the backbone of the Kenyan economy. The total land area of Kenyais
569,250 sq km, of which dightly over 90 percent isagricultural land. About 17 percent of
theagricultural land isclassified ashigh to medium potential. It istherethat most of the
intensive crop and dairy production takes place. The rest of the land is marginal
agricultural land. About 80 percent of the population lives in the rura areas while a
significant proportion of the urban population is engaged in activities that are in one
way or the other related to rural life. The main commodities, coffee, tea, sugar, maize
wheat, milk, beef and horticulture form the basi s of K enya s agriculture, which provides
the livelihood to about 85 percent of the population who reside in the rural areas.
Agriculture contributes some 25 percent to Kenya's Gross Domestic Product (GDP).

Manufacturing isthe second largest productive sector in Kenyaand currently accounts
for approximately 13 percent of the country’s GDP. However, Kenyaisnot following an
industrialisation path, contrary to what could have been expected. In fact, the share of
manufacturing in GDP has been steadily declining from apeak of 13.8 percentin 1993to
the current rate of approximately 13 percent last year. From a peak growth rate of 7.1
percent attained in 1988, the growth in manufacturing output has generally been on a
downward trend reaching anegativerate of 1.4 percent in 2000in 2001 therewasadlight
recovery and growth reached 0.8 percent. The level of poverty that continues to engulf
the country together with the general slowdown of economic activity, has adversely
inhibited the growth in the demand for locally manufactured goods while effective
demand moves morein favour of cheaper imported manufactured goods.

Thedeclinein output is closely associated with the stagnation in the per capitaincome
growth over the 1993 to 2002 that reduced effective demand for manufactured products.
Although liberalisation has been largely successful interms of the reduction and phased
removal of import restrictions, structural bottlenecks particularly the poor infrastructure,
incidences of dumping and duty evasion by someimportersand the high cost of working
capital have al combined to lower the manufacturing sectors competitiveness. Key to
improving the manufacturing sector and the attainment of the required competitive edge
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istheimproved delivery of public services and modernisation and rehabilitation of the
infrastructure.

On the international trade side latest data! for Kenya show that the African market
continues to be the dominant export market followed by the European market. In 2002
the share of exportsto Africawas 48.9 percent of total exports, a small decline of 0.3
percentage pointsfrom 2001. Even though exportsfell, the earningswent up to shillings
87 750in 2002 from shillings 75 513in 2001. For Europe Kenya sshare of exportswas29.3
percent in 2002 anincrease of 1.1 percentage pointsfrom 2001.

Market Access |ssues

Developing countrieslike Kenyamaintain their opposition tothe“blended” tariff reduction
formulaproposed in the Derbez Text. Theview isthat although the formulaused obliges
developing and devel oped countriesto cut their highest agricultural duties more deeply
than the lower ones, the onusis on the devel oping countrieslike Kenyato make greater
effort at tariff cuts than industrialised countries. Many developing countries still view
tariffsasthe only reasonable policy tool to protect their domestic producerswho do not
have the luxury of being subsidised.

Market accessissuesfor Kenyamust be viewed inthelight of the Economic Partnership
Agreements (EPA) that have been settled in the ACP-EU Cotonou Agreement. Thereis
now growing consensus that the forty years of experience of the ACP-EU Agreement
under the various Lomé Conventions has been one of unequal partnership, and that the
preference accorded in the agreements has tended to entrench the old forms of primary
commodity production exports. This ethos makes it thus prudent to suggest that the
new trade regime under the Cotonou Agreement isunlikely to yield substantial gainsfor
African countries, especially Kenya, if preferential access to European markets with
reciprocity is retained. The reason being that African countries will be compelled to
reciprocate by progressively opening up their own marketsto importsfrom Europeona
preferential basis aswell. The ten yearstransitional period istoo short atime span for
Kenyato structurally change the production organisation of the economy so asto bein
a position to produce manufactured products for exports, especialy those of a high-
value added categories. Conseguently, the negotiations of EPA should entail alonger
timeframe and there must be an insistence that the EU does not push hard for reciprocity
and full market assess for their products until countries like Kenyaarein aposition to
compete fairly. Within this context Kenya must push for the removal of subsidised
agricultural exportstaking place under the Common Agricultural Policy (CAP). Unless
the EU agrees to reform the CAP, agricultural competition between the ACP and EU
countries cannot be conducted on an equal basis.

Certain inherent inconsistencies already exist within the Cotonou Agreement that will
make the negotiation of EPAsvery difficult to achievefor Kenya. Even before the start
of the negotiations, the EU has caused arift between least devel oped countries (LDCs)
and the non-least developed countries of the ACP through the establishment of the
Everything but Arms (EBA) initiative. The EU unilaterally introduced thisinitiativein
February 2001. EBA removes all tariffs and quota restrictions on imports from the 49
LDCsonall products except for arms and during transitional periods on sugar, rice and
bananas. It isin this regard that Kenya needs to assess the key areas that guide its key
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interestsaswell asthe areaswhere there are similar interests or convergence with other
ACP countries. Indeed the prospect of differential treatment under the Cotonou
Agreement requires Kenyato clarify under what circumstances adifferentiated approach
would be of benefit and conversely when the common approach would be more
advantageous. Thisinitiative is strengthened by the possibility envisaged by Articles
36.1 and 37.7 of the Cotonou Agreement that emphasizes reciprocal ACP-EU trade
agreements. Under this Agreement Kenyawill be required to open up its market to most
exportsfromthe EU whilemaking it difficult to form an EPA with, for example, aLDClike
Ugandadueto the EBA initiative.

Thisleadsto the conclusion that the proposal by the EU for EPAs“isanegotiating ploy
intent on undermining ACP solidarity” as Anthony Hylton? putsit. In simplewords, the
EU agendahereisto reduce ACP collective bargaining capacity that inthefinal analysis
will create maximum leverage for market accessto ACP countries for their goods and
services. Beyond this, the EU’s desire to negotiate only in one phase and not adopt the
two-phase approach proposed by ACP countriesis evidence enough of the EU solitary
dispensation. Indeed, the recent South African experiencein negotiating asimilar EPA
with the EU is instructive. The lesson here is that a well-resourced, organised and
prepared South African team proved no match when trying to safeguard and advance
their key economic interests against a vastly superiorly skilled and well-resourced EU
negotiating team supported by even more powerful European institutions.

The EU had at the outset considered the possibility of granting duty free access to the
community market to al productsoriginating inthe ACP countries and thereby extending
the EBA initiative to all ACP countries. Nevertheless, the proposed outcome is well
short of making such an explicit commitment and suggests that the community should
improve current market access for products that originate within the ACP countries.
Furthermore, withthe EBA initiativetherewill be diminished incentivesforan ACPLDC
tojoinan EPA.

It iswell known that no country on its own has successfully developed by turning its
back oninternational trade and long term capital flows. Indeed, very few countries have
witnessed sustained growth over long periodswithout areciprocal increasein the share
of foreign trade in their national product. Realistically speaking the most influential
mechanism that linkstrade with growth in devel oping countriesistheimport of capital
goods that are often likely to be cheaper than those produced domestically. Therefore,
primafacie policiesthat restrict the importation of such capital goodswill increase the
price of capital goods in the domestic market and so reduce real investment levels.
Exports are also important as they provide the resources to purchase the imported
capital goods.

It isequally true, however, that no country has developed simply by opening itself up
completely to the vagaries of foreign trade and investment. The desired outcome isto
balance the various opportunities offered by world markets with domestic investment
and ingtitutional building strategiesto stimulate the innate ability and spirits of domestic
entrepreneurs. The truism is that the benefits of trade openness need not be oversold.
Especially inthe ACP countrieswhich arein the early stages of reform and wherethere
are other moreworthwhile policiesthat competefor scarce resources and political capital.
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Trade liberalisation on its own does not deserve the overwhelming attention it getsin
the development strategy.

On the Singaporeissues of investment, competition policy, transparency in government
procurement and trade facilitation, the generally accepted view in Kenyaisthat it will be
difficult to raisetradefacilitationinisolation from the other threeissues. Notwithstanding
thisit hasbeen posited that trade facilitation isthe only issue where devel oping countries
have nothing to lose. The idea put forward is that economic actors would also reap
benefits from the simplified procedures that would save time while simultaneously
reducing both legitimate transaction costs and the potential for illegal transactions.
Even those of usin civil society working on governance, corruption, and economic and
social rights agree that elements of trade facilitation can be powerful levers for the
promotion of economic justice as long as their purpose is only to safeguard national
interests.

Trade Profile since the Signing of AGOA

Kenyawasthefirst country to be accredited to the African Growth and Opportunity Act
(AGOA) exports of hand-loomed, handmade and folklore items. As of 2002 Kenya
recorded $ 129 million in AGOA exports representing some 68 percent of the total
exportsto the US. The Ministry of Trade and Industry reports that the value of textiles
and apparel exportsto the US have gone up from $45 millionin 2000 beforethe signing
of AGOA to $ 123 million in 2002. Under the auspices of AGOA related investments
haverisenfromalevel of $15.3 millionin2000to $ 77.1 millionin 2002. Furthermore,
Kenya has benefited greatly from the start up of 18 new companies exporting under
AGOA, which started their operations in 2002 producing garments for export. 30,000
new jobs directly related to AGOA have been created. This positive trend has seen the
revival of cotton growing, closed ginneries and opening up of new garment factories. It
isbelieved that morejobswill be created indirectly and directly.

After Kenya was accredited to be AGOA €ligible, the country became an attractive
investment destination especially under the Export Processing Zone (EPZ) and
Manufacture under Bond (MUB) programmes. Indeed, many investorsfromall over the
world have already invested in the country and many other countries have expressed
interest to invest in Kenya. During the AGOA Economic Forum held in Mauritius in
January 2003 there was a marked increase in investor’s confidence in the country.
Unfortunately, all this good work was put under several strains by the series of strikes
that hit various sectors of the economy especially thetextile sector early onin 2002 and
again in 2004. These were unfortunate incidents especially after the peaceful transition
after the December general elections.

It remains incumbent upon the government to rally support with the various different
stakeholdersto addresstheir various grievances especialy at thiscrucia timewhen all
efforts need to be directed towards reviving the ailing economy. On a positive note the
Government is committed to creating an enabling environment for investors and
protection of their investment. Asaresult of the strikes a stakehol dersworks committee
on Industrial Relations has between constituted to address the industrial unrest at the
EPZ. This has been put under the chairmanship of the Ministry of Labour and Human
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Resource Development and shows the governments commitment to tackle the issues
that may lead to labour unrest.

The Export Processing Zone Programme

TheKenyaGovernment under the Industrial Sector Adjustment Programme established
the EPZ programmein November 1990 to facilitate the industriali sation of the economy.
It was hoped that this strategy would move the industrial focus away from import
substitution industrialisation (1Sl) towards export-orientated industrialisation (EOI). This
policy shift was born out of the poor performance of the countries manufactured exports
under 1S] and theinability of industry to create morejobs and enhance efficiency. Inthis
regard the Government set up the EPZ programme through the EPZ Act. The latter
allows licensing of operating enterprises under the EPZ Act and the establishment of
the EPZ Authority, which is given the mandate of administering and regulating the
programme under the provisions of the EPZ Act.

The Economic Objectives of the EPZ Programme

Thefollowing are some of the economic objectives of the EPZ:

1 Stimulation of domestic and foreign investment in export orientated investmentsin
EPZ’ sthrough establishment of manufacturing, commercial service and development
enterprises.

2. Generation of direct and indirect employment through subcontracting non-core
activities to domestic operators.

3. Transfer of new skills and expertise in management marketing and production
technologiesin Kenya.

4. Creating forward and backward linkages by EPZ’s to/from domestic companies
through the supply of raw materials, goods and services.

5. Boosting Kenya's export sector.

Outlook: Performance in 2002

The EPZ sub-sector has grown at an impressive rate over thelast 5 years at an average
of 30 percent. This has occurred despite the downturn of the domestic manufacturing
sector and has made the following contribution to Kenya's economy.

Selected Key Indicators

Gazetted Zones 3

Operating enterprises 2

Employment Over 25,000
Private investment Kshs11Billion
Output Kshs9.6Billion
Exports Kshs8.5Billion
Domestic sales Kshs1Billion
Domestic expenditure Kshs3.5Billion
Imports Kshs6Billion
Investment in zones Kshs5Billion
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K enyahas been fortunate enough to have agood mix of productsin the EPZ programme.
However, it isworth noting that in recent timesthe number of textile plantsthat have set
up operations in the EPZ has risen due to the preferential access to the US market that
Kenyagetsthrough AGOA. The USthusremainsthe main export market for EPZ products.
The table below shows the breakdown.

USA Kshs4.3Billion 72%
COMESA Kshs674 Million 11%
Europe Kshs517 Million )
Rest of the World 8%

The Challenges and Opportunities from AGOA

Even though there are challenges, the EPZ Authority looks at them in terms of
opportunities they represent. The AGOA landscape beyond the year 2004 poses a
challengeto Kenyaaswell asan opportunity becausethelocal industrieswill be expected
to sourcetheir fabric locally or from an AGOA certified Sub-Saharan African country.
Thereis aneed to re-examine and assess whether the local cotton industry can supply
cotton more cheaply or perhaps if Kenya would be better off obtaining the required
cotton from within theregion. The aim would beto rejuvenate and modernise the stalled
textile plants that would enable the apparel factories in the EPZ to source the fabric
locally at competitive prices in order to continue enjoying the US preferences under
AGOA.

Access to the US market under AGOA now presents a new challenge for Kenya to
diversify the product range that isbeing exported to the US. The AGOA protocol offers
some 2500 items other than garments that Kenyamay export to the US. The COMESA
market remainsan important component for Kenya' strade policy and isanother avenue
fromwhichinvestorsin the EPZ may exploit. Furthermore, under the EPZ Commercial
License there are opportunities to have the country develop further as regional trade
centrethat may takefull advantage of the East African Community (EAC).

Based on the gains that have been made in the previous years the EPZ Authority aims
for thefollowing targets by the year 2005.

Gazetted Zones 3

Operating enterprises 118
Employment to doublethe current figure 33558
Investment Kshs20Billion
Output Kshs14.9Billion
Exports Kshs15Billion
Domestic expenditure Kshs6.5Billion
Domestic sales as a percentage of output )

With the changes to come in the textile and clothing sectors the challenges and risks
involved will be daunting particularly for the smaller exporterslike Kenya. To stave off
these challenges a comprehensive strategy must be employed.
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Thestrategy will require acloser working rel ationship between private and public sector
to devel op amore effective response. The government will need to providethe enabling
environment for the busi ness sector to thrive and produce the effective supply response
tothe AGOA market.

Investment in human capital and machinery will be needed to improve productivity and
reduce costs and prices. Together with this, training institutions and schemes must be
encouraged to enhancetheir training capacitiesthat will trand ateinto better workmanship.

Asastrategy it will be very important to avoid mass markets even though they may be
largeand easy totarget and sell in. The key isto target niche markets such asthe leather
sector. Competition in such marketsisless cutthroat but there will be aneed to develop
design and fashion skills to take advantage of these niche markets.

Materials used for the textile sector must be sourced from awide sourcing base, which
will lead to flexibility that can lead to fabrics being obtained from the cheapest sources.
The government can facilitate this by supporting regional initiatives such as the East
African Community or the Common Market for Eastern and Southern Africa. Thiswill
allow Kenyato take advantage of preferential market accessinitiatives.

On-Going Activities under AGOA

The National Rainbow Coalition (NARC)® government is very keen to support the
AGOA initiative and hopes to see more Kenyans taking advantage of it. To this end
thereare several activitiesgoing on under the AGOA. Thisisasensitisation programme
for AGOA jointly with other stakeholdersin all major townsin the country to ensurethat
all business people are well informed of the opportunities under AGOA. Continued
private sector participation in addressing theissuesrelevant to AGOA. Thegovernment
is aso doing a follow up to the fast track approval for some selected products. This
would ensure that some of the products would not have to go through interminable
delays. It would also imply that producers would easily be able to access the technical
assi stance available through the Food Drug Administration (FDA) aswell asthevarious
other US Department of Agriculture (USDA) regulatory bodies, which haveto becomplied
with when exporting food productsto the US. President Bush acknowl edged the concerns
of SSA countriesin Mauritius and promised that they would raise technical assistance
for businesses and institutional support. In Kenya's case support will be given to
KenyaPlant Health I nspectorate Service (KEPHIS) among others, whilethe American
Plant Health Inspectorate Services (APHIS) will send expertsto carry out research on
our fresh produce and other fruit and vegetables to enable Kenya to better access the
USmarket.

Conclusion

Kenya has made bold attempts to benefit from international trade by liberalising its
domestic economy and undertaking reforms to make production more efficient. Key to
this continued improvement in the Kenyan economy would be the agricultural sector.
Improvements in infrastructure will be vital if this sector is to recover. Trade perhaps
remains the one area where Kenya may continue to take advantage of domestic
liberalisation and multilateral negotiations to reap economic benefit. The various
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agreements Kenyais party to suchas AGOA, theWTO, EPAsor regional integrationin
terms of the Common Market of Eastern and Southern Africa (COMESA), the East
African Community (EAC) and Eastern and Southern Africa (ESA) must be exploited
fully. However cognisance must be taken to develop policy consistency to avoid
duplication or bottlenecks in these agreements. For this, the government must take a
lead and be the prime mover if economic development isto be translated to the Kenyan
people.

John Ochola is Programme Officer at the Institute of Economic Affairs in Nairobi, Kenya.
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Endnotes

1 Central Bureau of Statistics: Economic Survey 2003 (note 1 dollar = 78 shillings).

2 Hylton, G.A. (2002) “The Challenge of Integrating ACP States into the International Trading
Regime: Venturing Outside the Lomé Framework”, CA International Seminar Brussels.

3 NARC came to power on 27th December 2001. They campaigned on a platform of zero tolerance
on corruption and good governance vital to revive the economy. To provide 500 000 jobs
annually, provide free primary education and deliver a new constitution in 100 days of office. To
date only free primary education has been achieved the war on graft is faltering and the constitu-
tion has yet to be delivered. Indeed it is safe to say an air of disappointment now pervades their
leadership.
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Workshop |

Chair: Malcolm Subhan, Vice-Chairman, European Ingtitute for Asian Studies, Brussels,
Belgium

Speakers: Huma Fakhar, Advocate & Expert on WTO and International Commercial Law,
Fakhar Law International, | slamabad, Pakistan
Sudaryatmo, Public Interest Lawyer, Indonesian Consumers Organisation, Jakarta,
Indonesia
Fahmida Akter Khatun, Research Fellow, Centre for Policy Dialogue, Dhaka,
Bangladesh

Mr. Malcolm Subhan, Vice-Chairman of the European Institute for Asian Studiesin
Brussels, presided over the first workshop. Mr. Subhan spoke briefly about the role of
Civil Society in Europe. He described the work of the EU-India Round Table, set up by
theformer Minister of External Affairs, Jaswant Singh, with the expressaim of bringing
together Indiaand European Civil Society. The Round Table makesrecommendationsto
the EU-India political summit on strengthening their relations. It has set up a Civil
Society Forum on the Internet, with aview to promoting an on-going dialogue between
Civil Society organisations. Significantly, the EU Trade Commissioner, Pasca Lamy, and
his staff regularly meet with Civil Society organisations to discuss trade policy.

Ms. Huma Fakhar, Advocate and Expert on WTO and International Commercia Law at
Fakhar Law International in Islamabad, presented thefirst case study. At the beginning
of her presentation Huma Fakhar raised four key questions:

How does South Asia's integration compare with that of other regions?
What are the lessons to be learnt from other regions?

Can SAFTA spur trade and growth?

What are the key elementsfor moving forward?

Ms. Fakhar spoke of a roadmap for South Asia's trade policy. The focus of her
presentation was on the “pros and cons’ of a possible regional trade agreement in
South Asia. South Asiasintra-regional trade as a percentage of total trade decreased
from 20 percent in 1948 to lessthan 5 percent in 1998. According to arough estimate the
total number of FTAswill increaseto 300 by 2005.

Since growth of intraregional trade in South Asia has lagged behind other regions,
today the region is among the least integrated of all RTAs. One reason could be the
abnormally low trade between neighbouring Indiaand Pakistan, thetwo largest countries
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of South Asia. Indiaand Pakistan have so far not given MFN status to each other. Thus
thefollowing question arises. Who will follow whom?Will MFN follow aregional trade
umbrella? Or, does any regional trade relationship need aminimum MFN basisfor any
kind of substantive integration?

Comparing SAFTA (South Asian Free Trade Agreement) with other RTAs, Ms. Fakhar
pointed out that in South Asiathereisno “hub” unlikein NAFTA, wherethe US actsas
one. In such a scenario one can question “where we stand”. Mexico gained immensely
as aresult of NAFTA. Mexican textiles despite being of inferior quality got a large
market sharein the US because of NAFTA.

On theissue of motivation behind formation of SAFTA, Ms. Fakhar focused on some of
the economic and palitical reasons. The economic rationales are the search for alarger
market, comparative advantage, technology, economies of scale, deeper integration,
locking out competition, locking in investment and more secure access to devel oped
marketsthan through GSP programmes. The palitical reasonsareto increase bargaining
power in global trade negotiations, and prevent backsliding on political and economic
reforms.

Ontheissue of lack of complementarity, shesaid, ** At present competition iswithin us
and that is primarily because of lack of research’. Asregards GSP versus SAFTA, she
was not sure whether SAFTA could even play a minor substitute to GSP. At present all
South Asian countries have major marketsin EU and US. Most of them arethrough GSP
and other preferential programmes.

In concluding her presentation, Ms. Fakhar put forward some general recommendations,
including the need for research complementarities. Indiahastaken the lead in thisarea
but others should follow. Ms. Fakhar also emphasised on ‘‘ business advocacy; re-
engineer the youth through exit policies in sunset industries; develop collective
bargaining powers; and attempt to have amedia policy.

The focus of Mr. Sudaryatmo’s presentation, from the Indonesian Consumers
Organisation, was on the impact of international policies on the domestic sugar market
and consumers' concerns related to sugar trade in Indonesia. Sugar in this country is
one of the most lucrative trade commaodities. The estimated turnover isin the range of
US$1.6-1.8bn. At present, however, Indonesiais anet importer of sugar. Over the last
decade the government introduced market liberalisation as per the requirement of the
WTO agreement on agriculture and the International Monetary Fund (IMF); it was
believed that market competition would induce efficiency in production, which in turn
would benefit consumers.

In Indonesia, sugar production isconcentrated in Javaand relies heavily on small-scale
factoriesand small farmers. Since sugar factories belong to the government, farmersare
forced to produce cane by the government. Farmers receive only 66 percent of the
supposed income from their crops. More than half of the sugar millsare inefficient. As
Indonesiaisanetimporter of sugar, the pricing mechanism tendsto benefit only importers,
distributors and retailers.
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The palicies dictated by the IMF made Indonesiaheavily dependent on imports, which
resulted in farmerslosing their income. Further, national policiesbeing formulated asa
response to conditions for receiving financial support from the IMF have driven
Indonesia beyond the commitments under the Agreement on Agriculture.

In her presentation “ Trade Related Capacity Building and Policy Influencing: Experience
of CPD"", Dr. FahmidaA. Khatun related how the Centrefor Policy Dialogue (CPD) in
Bangladesh has emerged as one of the leading think tanks on trade rel ated policy issues
in South Asiaand more particularly in LDCs. Thegenesisof trade policy work at CPD
goes back to the days of the Uruguay Round of trade negotiations when the lack of
financial resources and technical capabilities severely inhibited the meaningful
engagement of many poor countries in trade negotiations.

After the successful culmination of the Uruguay Round the demand for trade policy-
related work in Bangladesh increased as domestic laws and policies had to be brought
in conformity with the requirements of WTO. This required major initiatives to raise
national trade policy capacity, both to design appropriate trade policies for the country
and also to strengthen negotiating capability in the WTO to further interests of
Bangladesh and other LDCs.

Theinitiatives of CPD resulted in strengthening its own trade-rel ated research capability,
enhanced role on in policy making and influencing. While undertaking the task of
capacity building on trade-related policy issues CPD faced various challenges. The
major test was to maintain its autonomy while working in close collaboration with the
government. It was also important that CPD provided policy inputsbut did not succumb
toregular activities of the ministry.

During the floor discussion the following points were raised:

e How soon will Indiacome out with alist of sensitive products? Thisisimportant to
provide a boost to SAFTA negotiations.

e Indiais more interested in making free trade agreements with ASEAN countries
rather than having it among South Asian countries.

e Theofficia intra-regional tradefigures could be higher if wewereto includeinformal
trade, which istaking place between India and Pakistan, India and Bangladesh and
Indiaand Sri Lanka. Thisishappening mainly because of lack of regional cooperation
on trade and high tariffs maintained by SAARC members.
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Nightmare in a Spoonful of Sugar’

Sudaryatmo

Thisliterature study aimstoidentify theimplications of structural adjustmentsimposed
by the International Monetary Fund (IMF) and the rules of the Agreement on Agriculture
(A0A) under the World Trade Organisation (WTO) on sugar supply and trade in
Indonesia. In addition it addresses how consumers are affected in terms of access to,
affordability and availability of sugar supply. The Institute for Global Justice and the
Indonesian Consumers Foundation (Yanyagan Lambaga Konsumen Indonesia)
conducted the study in 2002-2003 in cooperation with Consumers | nternational Regional
Officefor Asiaand the Pacific (CI-ROAP).

The sugar industry in Indonesiawas started during the Dutch Colonia erathat reached
its peak from 1930 to 1940. Indonesia has been a net importer of sugar for long despite
theNational Program of Tebu Rakyat Intensifikasi (TRI), adoptedin 1975 and originally
designed to reach a state of self-reliancein sugar production. The increase of imported
sugar volume from year to year has been brought about by the steady increase of sugar
consumption but not supported by an efficient integration of sugar farming and sugar
processing technology. |nadequate socio-economic incentives to farmers accelerated
the declinein sugar cane plantation area, which mainly liesin Java.

The domestic price of sugar in Indonesia has aways been higher than the international
price. To stabilise the price and ensure availability throughout Indonesia, sugar
distribution and trade is strictly controlled by a state-owned buffer stock agency called
BULOG (Badan Urusan Logistik), as are other agricultural products, by setting sugar
prices at farmer and sugar millslevel. The monopoly of sugar trade and distribution by
BULOG started in 1975, while itsimport monopoly started in 1981. The monopoly of
BULOG in certain foodstuff including sugar was eliminated as the bilateral agreement
between IMF and Government of Indonesia(Gol) in January 15,1998. The Memorandum

" This is an executive summary of a study on the Indonesian sugarcane industry conducted by Dianto
Bachriadi, Hira Jhamtani (Institute for Global Justice), Indah Suksmaningsih, Sudaryatmo and Melanie
from (Indonesian Consumers Organisation). CUTS would like to acknowledge and thank Consumers
International Regional Office for Asia and the Pacific (CI-ROAP) for permission to publish this
executive summary. CI-ROAP will publish the full paper.
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on Economic and Financial Policies had pushed the Gol to gradually liberalise the
domestic market and product imports aswell asto rel ease farmers from the formal and
informal requirements regarding the forced planting of sugarcane. This IMF policy
believes that competition policy through international rules will boost efficiency in
sugar production and, in turn, benefit consumers.

As a result, farmers refused to plant sugarcane, which meant that factories stopped
producing sugar and some farmers sold the sugar directly to consumers. Consequently
the production of sugar went down sharply; during 1990-1995 sugar production reached
2.1 milliontons/year, andin 1998 it wasonly 1.5 million tons. On the other hand, imports
increased from 975,000 tonsin 1996 to 1.73 milliontonsin 1998 and 1.95 million tonsin
1999, accounting for more than 60 percent of national consumption.

The new sugar trade policy imposed after theIMF'sLetter of Intent (Lol) led thegeneral
importerswho took over the BUL OG monopoly to easily distort market pricesby retaining
or releasing sugar stock, thus making use of the wide disparity between the domestic
and the international price. It also increased the profits reaped by distributors and
retailers, importers being the most advantaged actors at the expense of farmers and
sugar factories deficits. More and more newcomers came into the business, which led
the sugar smuggling and hoarding to come out of control and stimulated the collapse of
the national sugar industry.

Despite the fact that sugar isimported in fairly large amounts, there is often a shortage
of sugar in several areas, and consumers continue paying ahigher price. SinceBULOG
isno longer obliged to ensure the proper distribution of sugar, no one feels responsible
to distribute sugar to areas with geographical constraints, since the costs would be
higher. High price of sugar retail occurs especially in remote areas and the east part of
Indonesiaor areas open to smuggling. Sugar plantations and factories are concentrated
in Javaand rely heavily on smallholder plantations. Since the situation hasworsened it
has become difficult for distributors to reach those aress.

The policy pushed by IMF has actually made Indonesia heavily dependent on imports.
Asaconsequencefarmershavelost their income and the price of sugar has not stabilised,
as shown in recent months. Recently, the Ministry of Trade and Industry has again
decided to involve abuffer stock agency BULOG in sugar import trade. Out of nowhere,
BULOG appointed Cargill to do the task. Distribution will however be conducted in
collaboration with military and police cooperatives, just as during the New Order era.

The AoA of WTO suggests that market liberalisation requires countries to eliminate
trade barriers by opening domestic market to international products and gradually
eliminating domestic support and export subsidy. In terms of sugar, Indonesia has
committed to open up market access up to 5 percent by the year 2001 and was allowed
to apply 95 percent of import tariffs until 2004. The national policies being built as a
response to conditionalities in requesting financial support from the IMF have driven
Indonesiabeyond these commitments. Indonesia has applied O percent import tariff for
along time and 48 percent market accessto international product during 1996-2001. In
addition, it has also eliminated fertilizer subsidy and shifted from soft loan credit to
commercial ones, keeping farmers away from their land. Thus, Indonesia has actually
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fulfilled AOGA/WTO requirement way abovethe agreement (WTO Plus) because of IMF-
imposed conditionalities. Just in 2002, Indonesia applied 20 percent for sugar.

Although BULOG has succeeded in stabilising the price at consumer level, at least until
1997, it failed to protect and support cane farmers and to some extent sugar mills.
Farmersreceive only 66 percent of the supposed income from their cropsand 59 percent
of sugar millsarereported to be economically and technically inefficient, 79 percent out
of which arelocated in Java. Based on this study, thereis an indication that competition
policy throughinternational rules doesnot really benefit consumers, neither the national
monopoly through government policy.

To improve the sugar trade practice, acomprehensive, integrated policy hasto be built
among actorsin tradefrom farmersto rel evant ministries, from distributorsto consumers
and designed to benefit al parties proportionally. The policy should also cover areas of
on- and off-farm technology improvement, development of out side Java farming,
protection of domestic product by increasing import tariff and controlling sugar smuggling.
The policy implementation has to be applied in a transition period and to be made
operative in a transparent manner, free from manipulation by political elites and
accountable to the public. Consumers are to be involved in the policy formulation, to
function asasocial control in the policy implementation and to participate in advocacy
for sustainable consumption and production. With regards to liberalisation in
international agreementsand policies, government isto formulate positionsand policies
in anticipation of further sugar market liberalisation particularly through the WTO and
bilateral trading agreements.

Sudaryatmo is a Public Interest Lawyer at the Indonesian Consumers Organisation.
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Gl obalisation and Women:
A Case Study of the Female Workers
in Bangladesh’'sRMG Sector”

A.K.M. Masud Ali, A.K.M. Mustaque Ali and Ratan Sarkar

Background and Objectives

The economic globalisation process within the World Trade Organisation (WTO)
structure hasagender dimension. Thisisalso the casewith the Multi-Fibre Arrangement
(MFA) under the Agreement on Textilesand Clothing (ATC). Theliberalisation process
may force female workers of the Ready Made Garments (RM G) sector of Bangladeshto
bear the costs of market openings. The present paper is based on a study® conducted
by the authors on the impacts of the phasing out of the MFA on the livelihood security
of the RMG sector female workers in Bangladesh. The paper also used some other
relevant studiesto put thefindingsinto abroader global context. The major objective of
this paper isto provide agender-based framework of referenceto identify theimpacts of
MFA phasing out on the workforce of the RMG manufacturing sector of Bangladesh.

The importance of the garment industry in Bangladesh’s national economy has grown
significantly over the last two decades. In 1998-99, RMG exports accounted for 75.67
percent of total exports. Today there are approximately 3000 RM G manufacturing units
employing about 1.5 million people. After two decades of phenomenal growth, the
sector is destined to make a transition under the phasing out of the MFA in 2005
through the implementation of the ATC.

At present quotas are imposed on Bangladesh’'s RMG exports? only by the United
States and Canada. A large proportion of the raw materialsfor RMG areimported from
India, Chinaand Thailand under back-to-back letter of credit facility. With the limination
of quotas, Bangladesh isexpected to |oose the market share to more efficient competitors
like China, India, Republic of Korea, Thailand, Indonesia, Mexico, Turkey, Vietnam and

" This paper was prepared for the Afro-Asian Seminar, but was not presented. It is based on a study
presented at the Annual Conference 2002 “Globalization and Bangladesh Economy” of the Bangladesh
Economic Association, Dhaka, 7 March 2002.
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the East European countries. M oreover, the captivated market in the EU with the help of
the schemes like General Systems of Preference (GSP) will be at stake because of the
EU’s compliance with the Rules of Origin (RoO)® requirements. Since Bangladesh's
indigenous capacity in spinning isnegligible (about 5 percent of total requirement), itis
not possible to comply with the three-stage criterion of RoO. With the quotas phasing
out, and preferential treatment for exports coming under threat, the export-led RMG
sector currently stands at an important crossroads.*

Studies suggest that under ATC Bangladesh’s RMG may |oose market access that in
turn may lead to job loss for the female workers of the sector. The job loss percentage
has been an issue of speculation and debate, ranging between 20 to 80 percent®.

Gender Composition of RMG Labour Force in Bangladesh

With the rapid expansion of RMG inthe urban areasin the 1980’ sthere has been aboost
in independent migration by young women in Bangladesh. This gives us an idea of the
social mobility with the entry of women in theformal labour market and transition from
the private to male dominated public sphere. However, not only “pull” but also * push”
factorsplayed adetermining rolein thisindependent migration. Recent estimates suggest
that between 85 percent and 90 percent of the garment industry iscomprised of women.
Morethan 90 percent of garment factory workers are migrantsfrom rural areas and the
bulk of them (three quarters) migrated from landlessfamilies (Afsar, 2000).

A number of studies suggest that garment workers act asan important source of income
for marginal families and householdsthat are functionally landless, under-educated and
without alternative means of generating wealth. The average family size of the woman
workers was found to be between 4.1 and 5. Another study estimated that around 30
percent of women arethe primary earners of their familieswhile the rest are secondary
earners.

Gender Costs of MFA Phasing-out: A Case Study of Bangladesh

The paper placesthe entire discussion of the risks of loss of employment (at the face of
MFA phasing out) from the perspective of the female workers and their statuswithinthe
changing trade regime. The paper defines gender position with both economic and non-
economic components. These components of empowerment of women include:
Economic security (wage, employment status, net income, consumption, savings)
Control over resources

Capacity, potentiality, life options and planning (access and capacity)

Role and participation in decision-making (access, ability and opportunity)
Cultural transformation and acceptance

Accessto institutions (both formal and informal)

Access to infrastructure

Access to information

Mobility

Contribution to family and community

Position in family and community (self and community perception)

Self identity and esteem

Physical, social, psychological and job safety
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L oss of Economic Empowerment

Theaverageincomefor almost three-quarter (73.8 percent) of the hel persrangesbetween
Tk.1000 and Tk.1500. For 89.6 percent of the operatorsthe average salary ranges between
Tk.1500 and Tk.3000. In Export Processing Zones (EPZs) the nominal wage is
comparatively higher, ranging from Tk.1500 to Tk.2000 for helpersand up to Tk.3500 for
operators. Theregularity of earning, along with thevisibility of their contribution to the
family, no matter how small, hasworked asthemajor stimuli towork. But solely thelevel
of income should not measure this economic and social empowerment.

Paid employment may be a necessary condition for challenging intra-household
hierarchies, but it is not sufficient®. In most of the cases the wages were pooled under
household budget for the married workers or the workers residing with their families.
The notion, on the part of the sample workers, was not to exercise the full or partial
control in the economic decision-making. Moreover, the role of the rural women (who
through migration joined the sector as workers) has tended to be underplayed both in
the socia recognition accorded to the RMG sector as well as in the distribution of
rewardsfrom the explosive growth of this sector (Sobhan, 2000).

Even with al these limitations, two significant points need to be highlighted:

e Low-paidworkers, who arewiththeir familiesin Dhaka, pay al their money totheir
parents. In the case of those without afamily, after paying the house rent and other
expenses, they virtually do not have any surplus money to contribute to their family
residing in a village. However, 46.6 percent of the sampled workers claimed to
contribute asignificant part of theirincometo their families.

e Only 28.3 percent of the sample workersreported to have minimal savingsand thus
have not been able to invest in asset generations. 26.67 percent of the low-paid
workers have been able to generate assets after joining this sector. Assets usually
include ornaments aswell asinvestmentsin agricultural land or mortgage releases.
The latter was seen asthe most feasible option as far as productive asset generation
is concerned. Almost all the high paid workers (85.7 percent) have been able to
increase their assets. Almost all of them have bought some ornaments and some of
them have bought land.

For this reason, although the quality and extent of empowerment can be questioned,
one cannot but recognise the economic power originating from the employment of
female workers in the RMG sector. If as projected in a study, 0.35 to 0.40 million of
workers of the RMG sector become unemployed as aresult of the phasing out of MFA,
at least 1.6 million members of poverty-stricken householdswill face further economic
hardship.

Loss of Acquired I dentity of Industrial Workers

Thefemale garment workers constitute anew urban workforce. Their emergenceled to
moral and cultural transformationsat family and societal spheres. Towork inthe“ public
domain” aswell asto be dominated by male colleagues hasin general been accepted by
their families. The previous cite study revealed the following:”
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e Family members of almost 85 percent of female workers have a positive attitude
towards work in the garments factories. The redefined role of the then economic
liahilitieswaswelcomed even at the cost of social humiliation.

¢ |n some cases female employment changed gender relation and roles within family
and marriage. One married respondent in Tejturi Bazar reported, ‘ My husband cooks
thefood for mewhen | am busy at work’.

e Almost 90 percent of the respondents previously were unemployed or worked as
family labourerswheretheir 1abour was neither recognised nor measured in terms of
cash. Only 10 percent of the respondents said that they were in another profession
before, in farming activities or as housemaids. All respondents said that the small
cash earnings worked as major stimuli to work even with all the unavoidable
occupational hazards.

o Almost all respondents recognise the fact that a distinctive cultural transformation
occurred in their lives after coming to the city of Dhaka. Respondents consider that
their new productive role in society has helped them to become smarter, more
intelligent, self-aware, free, concerned about the society etc. ‘Had we met in our
villages, we never would have sit for discussion with some unknown men’, said one
respondent in the FGD that took placein RMG worker’shostel in Pallabi. Many of the
high paid workerswho arein Dhakafor at |east tree years have visited the zoo and a
children’spark.

e Most of the workers expressed caution about early marriage and early conceiving.
They also ascribed importance to education and expressed their strong desire to
provide support for their children or younger siblings.

Thestudy?® further indicates that the female workforce of the RM G sectorsisnot primarily
motivated to improve the quality of life; the employment in RMG sector is primarily
viewed as a survival strategy. Given the psychic costs associated with the entrance in
theformal labour market, it isextremely difficult to assesswhether female workershave
in any way improved their living standards. The salary structure and the dominance of
family hierarchy in the economic decision-making process al so impeded the attainment
of the basic requirements of the urban life.

Moreover, there is no easy means of measuring urban quality of living. For example,
female workers have displayed poor knowledge regarding legal rights while there are
severa reportson violation of humanrightsof garment workers. However, femaleworkers
themselves have expressed satisfaction regarding different areas on which studiesreveal
dissatisfactions:

e Almost all respondents claimed to be happy about there present housing;

e 95 percent of the respondents said that they have heard that hooligans often harass
RMG workers but they have not yet faced such a situation;

o Despitethetime constraintsresulting from the long working hours, some 30 percent
of respondents think that their mobility increased after joining the RMG sector.
Interestingly, most of them were unmarried workersliving away from their family.
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‘Our parentsdid not allow usto go here and therewhilewewereinthevillages', said
some of the respondentsin the FGD at RM G women worker’shostel in Pallabi.

The paper reststhat it isnot amajor question whether femaleworkers of the RM G sector
have gained a higher standard of life, the concerniswhether the transformation of these
women into industrial workforce will sustain over time. This is important when the
economic necessity that initiated this transformation is taken into consideration.

Burden of Liberalisation borne by the Female Workers

If a MFA phasing out makes it more difficult for the poor women to continue their
traditional risk-coping strategies, it may increasetheir vulnerability to poverty evenif it
increases mean incomes. In this regard the prospect of alternative income sources of
women who are presently employed inthe RM G sector need to belooked into. Giventhe
nature of sector-specific skill requirement in the RM G sector and the limited accessto
ingtitutionsand information of thefemal eworkers of the sector, the possibility of dternate
employment is restricted. Moreover the majority of these workers are not aware of the
optionsand are not taking any precaution asthey lack awareness regarding theimminent
risks associated with MFA phasing out.

According to the aready quoted study®, the majority (64.2 percent) of low-paid female
workers are not aware of the phasing out of MFA. Of those who have at least heard of
it (49.6 percent), 75 percent cameto know from co-workers. The high-paid sampleworkers
are more aware of it (66.1 percent), for whom neighbours (27 percent) and media (8.1
percent) came out as an additional source of information. Regarding the reason behind
this phasing out, 86.5 percent of the high-paid workersfailed to specify and 12.5 percent
of thelow-paid oneswere misinformed.

The same study findsthat there are not many optionsfor theworkers. Tailoring, the best
alternative according to 25.0 percent of high-paid respondents remains questionable
given the division of labour existing in RMG production sector. Deficient skill level,
along with the hugely competitive urban strata, at best enablesthem to go for low-paid
contractual jobsin the neighbouring tailoring shops. Their vulnerability may befurther
increased with the projected high inflation at the aftermath of MFA phase-out.

12.5 percent of the high-paid respondents cited poultry, fishery, dairy farms and other
forms of agriculture as possible options. Their good wishes are constrained by the
capital shortage and size of therural economy, which compelled them to migratein the
first place. Even being the breadwinner of thefamily, the ownership of the assetsgenerated
out of the respondents’ earnings, shows a marked male dominance and the income
generated from those assets may not provide the expected support to the respondents.

Femaleworkers have univocally explained that they lack therequired level of education
and time for skill-development in any other sector that may demand technical or
educational base. The long working hours restricts the possibility of training at this
stage and even after thejob loss, it would belesslikely for them to explorethevery idea,
unless they are provided with adequate government allowance for the training period.
Another possible option and probably the easiest one would be to look for ajob as a
housemaid. However, only 4 percent of the low-paid female workers consider this a
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possibility. The huge trade-off with their apparently independent life-style possibly
could not possibly outweigh the allurement of the secured life as ahousemaid.

Lossof jobin garmentsfactoriesmay also lead toimplications regarding the geographic
location of the redundant workforce. Asthe mgjority of theworkersarrived aseconomic
migrantsto city centres, loss of paid employment will take away the economic basis of
urban address. This becomes clear when the option of shelter and support after
unemployment istaken into consideration. From the findings of the earlier study?, itis
seen that the perceived trend of re-ruralization isstronger for low-paid unmarried workers
(62.7), asmost of the married workers' husband isworking in different sectorsor havea
higher probability of being employed immediately after the retrenchment. The re-
ruralization will definitely aggravate the existing disguised unemployment in the rural
sector. As most workers come from a hard-core poverty group, their return along with
theloss of their income will worsen the process of economic recovery on the part of the
family as a whole, even if the contribution is insignificant. Apart from that the
displacement also has a high opportunity and psychic cost.

Unegual I mpacts and Risks

Theloss of job for femal e earners can be expected to result in aloss of voice, increased
subordination and further marginalization of the unemployed femaleworkers. Thismay
lead to further aggravation of discrimination against women at family and community
levels. If trade reform leads to changesin activities, thereisapossibility that riskswill
increase. The previously cited study!' shows that, despite the social barrier and
uncertainties (such as risk of abuse and trafficking), sampled workers revealed their
strong preference (73.1 percent and 53.6 percent of low-paid and high-paid workers
respectively) for overseas employment. The opportunity of higher income (63.3 percent)
and progress (24.1 percent) were the main factors behind their choice.

Thefemal e RM G workers, being economically poor, cannot bear risk easily. Inthe case
of women the risks are heightened because poverty for them is also in terms of their
worse access to information and options. In the context of MFA phasing out, female
workers are exposed to a higher degree of uncertainty and risk factors, because of two
reasons:

e Asdready noted, the INCIDIN-ActionAid study®?, found that the mgjority (64.2
percent) of low-paid female workers are not aware of the phasing out of MFA. Thus
alarge number of workers are either not aware of the risks or has poor quality of
information regarding therisks. This decreasestheir capacity of coping the changed
scenario in the post-MFA phase.

e The same study shows that among the sample workers, only three of the femae
workers have switched to brick breaking after joining aRM G factory. Sector-specific
skill devel opment impedesthe provision for aternatejobsin most of the cases. More
importantly, the inter-sectoral job mobility for the RM G femal e workers, is directed
downward as far as wage and employment status are concerned.

It should also be noted that although riskier, an economically sensible option for the
unemployed femaleworkers of Bangladesh could be migration to countrieswheredemand
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for their labour may expand. But thischoice cannot be explored because of therestrictions
that prevail on the movement of natural persons. Given the existing framework, the
option of migration does not appear to be feasible for Bangladeshi female workers.

Conclusions

Femaleworkersin the RM G sector in Bangladesh are at a crossroads; they arefacing a
challenge not only as oppressed workers but al so aswomen. Furthermore, they are now
facing the challenge of retaining their identity asindustrial workers. The economic trade
regime under the WTO assuch, doesnot limit itself in redefining the map of global trade;
it also leaves a strong impact on the power map of the sexes. This paper concludes that
specifically for female workersin the RM G sector, once the MFA has phased out, if it
leads to loss of employment, it will redefine the power relations of these women much
more to their disadvantage.

A.K.M. Masud Ali, A.K.M. Mustaque Ali and Ratan Sarkar are the three Executive Directors of
INCIDIN Bangladesh.
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Endnotes

1 INCIDIN Bangladesh for ActionAid Bangladesh (2001) “A Study on the Probable Impacts of
Phasing-Out of MFA upon the Livelihood Security of the Female Workers of RMG Sector in
Bangladesh”, September, 2001, Dhaka.

2 Bangladesh has exported RMG products to as many as 85 countries. The main destinations,
however, have been USA, Canada and the EU. The average annual compound growth rate of
exports from Bangladesh to the EU was 37.9 percent, while the same were 18.4 percent to U.SA
and 30.4 percent to Canada.

3 Under the ruled of origin’s requirements, a two-stage transformation is required for woven RMG;
for knit RMG a three-stage transformation (cotton to yarn, yarn to fabric, fabric to RMG) is
required.

Bhattacharya, Debapriya and Mustafiz Rahman (2000).

5 *“Globalization and Bangladesh Economy” of Bangladesh Economic Association, Dhaka, 7 March
2002.

6 Kabeer, N. (2000) p.50.

7 INCIDIN Bangladesh—ActionAid Bangladesh (2001) op cit. 1.

8 Ihid.

9 Ibid.

10 Ibid.

11 Ibid.

12 Ibid.
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Plenary I

“Doesthe International
Trading System Promotethe
| nterests of the Poor?”

Chair: Farooq Sobhan, President, Bangladesh Enterprise Institute

Speakers:  Magda Shahin, Egypt's Ambassador to Greece
Jean-PierreL ehmann, Chairman, Evian Group, Professor of International Political
Economy, International Institute for Management Development, Lausanne,
Switzerland
E. Olawale Ogunkola, Professor of Economics, University of Ibadan, Nigeria
Shishir Priyadarshi, Senior Counsdllor, Development and Economic Research
Division, World Trade Organisation

The Chair of the second plenary, Mr. Farooq Sobhan, President of the Bangladesh
Enterprise Institute and former Foreign Secretary of Bangladesh, declared that
international trade is a complex business. The weights and balances change every
moment. It isalso difficult to estimate whether even aseemingly gainful policy isgoing
to benefit or harm the country. A simple exampleisthe elimination of thetextile quotas.
After 1% January 2005 Bangladesh will be competing without quotas. However, each
time quota systems for various products have been liberalised, China has engulfed the
market. There is a greater probability of losing market share after the elimination of
guotas. Thus, most policies in trade may show obvious benefit on the surface, but the
outcome could eventually turn out to be negative.

In her second intervention, thistime delivering the keynote address, Ambassador Magda
Shahin expressed her feelings of satisfaction since the Cancin Ministerial, where the
Doha Development Round had once again gained momentum and taken off. The US

mobilisation for world support in their fight against international terrorism was
instrumental in forcing the EU into acquiescence to the Implementation | ssues and the
language on the Singapore | ssues amongst others. However, when the EU and the US
tried to deviate from the Doha Mandate, they were shunned by developing countries.

Ambassador Shahin went through the history of the debate on Non-Agricultural Market
Access, which had been part of the DohaMandate. By doing so, she showed how much
resi stance devel oping countries had put against thistopic—which had not been mandated
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by the Uruguay Round Agreements. She then addressed briefly the reasons of
developing countries’ resistancein thisregard. The acceptance to negotiate thisagenda
item onthebasisof Article 28(bis) of GATT 1994 rescued devel oping countriesinterests.
This not only showed the asymmetries between developed and developing countries
but also argued in favour of maintaining tariffs for revenue purposes, which had been
defended by the |atter.

Regarding the operationalisation of Special and Differential Treatment (S&DT) provisions
contained in the World Trade Organisation (WTQO), Ambassador Shahin referred to the
need to stick to the Implementation i ssues asamajor agendaitem included in Dohaafter
strenuous effort on the part of the devel oping countries. She then addressed the earnest
and honest demands developing countries wanted to draw attention to. Ambassador
Shahin also stressed the fact that these issues were not presented in the Singapore
Ministerial Conference to bargain against the Singapore | ssues but werereal concerns
and need to be addressed seriously.

Ambassador Shahin then addressed agricultural trade reform as a clear agenda item
where developed countries have shown reluctance for further trade liberalisation and
applied tactics to win time and renege on their commitments. In responding to the
guestion whether the WTO should harmonise or customise national trade and
development strategies, Ambassador Shahin argued that irrespective of the role one
would want to attribute to the WTO, trade remainstoday as before an essential element
for development. Thus, it isincumbent upon the WTO and its membership to harmonise
trade and development strategies as an integral part of the national policy space and of
the multilateral trading system and deal with the two objectivesin a holistic approach.
Trade should be a positive sum game and not a zero sum game.

In concluding, Ambassador Shahin stated that the Committee on Trade and Devel opment
(CTD) established in the WTO takes acomprehensive view of linkages between trade
and development. This committee should be used extensively and it should take up
issues such asthe Cotton Initiative and other supply sideissuesrelevant for devel oping
countries.

Professor Jean-Pierre Lehmann, Chairman of the Evian Group and Professor of
International Political Economy at the International Institute for Management
Development in Lausanne, provided aphilosophical perspective on international trade,
“You cannot have aglobal market if you don’t haveaglobal village.” It isimportant for
people to understand the concept of “Enlightened Self Interest”, which gains from
Mahatma Gandhi’s philosophy “ Thereis enough in the world for every man’s need but
not enough for every man’s greed.”

“Creating wealth isglorious’ —however, trade is not only about money and profits but
also about welfare. The multilateral system does not seem to be working for the poor
whilethe benefitsare substantial for therich. There are many instanceswhen therich do
actually directly benefit from the system. A primeexampleisKenneth Lay, former Enron
CEO, who receives subsidiesfor hiscotton farm. Inthe North, thereislittleinterest and
commitment towards promoting the development interests of the WTO. Agricultural
and textile lobbies are very strong in Europe and the US and there are very narrow and
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defined vested interests. In fact most of the ministers are agriculturists directly or
indirectly. EU consumers suffer immensely from the cost of protection, but they area
disaggregated ot while the producers are very organised.

The multilateral trading system needs to be revived and reconstituted. Japan needs to
depart from itsdynamics of paralysis, whereasthe EU should |eave behind its dynamic
of procrastination. There do not seem to be any viable alternatives to the multilateral
trading system. In bilateral dealsthe weaker part is always going to suffer, as the most
recent Australia-US deal has shown. The power of American imperialismisstrong.

What is needed, Professor Lehmann concluded, isavalue proposition for devel opment
and to develop a sense of commonality. Civil Society should provide the vision, the
idealism, the dream. Civil Society should &l so propose concrete practical stepsfor policy
implementation.

The principa question, according to Professor E. Olawale Ogunkola, of the University
of Ibadan in Nigeria, ishow to take the Agendaforward. Beginning with governments,
they need apush. Itis, nevertheless, the responsibility of NGOsto address government
failures. In the international trading scene governments have been less successful in
representing domestic priorities fully. Developing countries have not been successful
in operationalising S& DT provisions in the agreements. There have been problemsin
implementation. In fact, developed countries have been able to gain more by reverse
S& DT in agriculture and textiles via use of specia arrangements aswell as the Peace
Clausethan devel oping countries. At thisjuncture NGOs can play animportant advocacy
role. They should ensure that trade and domestic development policies are coherent
and that the interests of various stakeholders are adequately taken care of. The Civil
Society and NGOs in particular should focus more at the national trade policy making
process in ensuring that this is done and possibly follow up these issues up to the
multilateral level. Approaching the issues this way would show understanding and
respect for theinternal workings of the World Trade Organi sation and possibly promote
maximum impact, he concluded.

Speaking in his personal capacity, Mr. Shishir Priyadar shi, Senior Counsellor at the
Devel opment and Economic Research Division of the World Trade Organi sation, reflected
on the international trading system and said that there has been a prolonged and often
divisive debate about the distribution of gains from global trade. He said that it has
become fashionable to blame the WTO for the flaws in the system. He clarified that
unlike some of the other international organisations, the WTO Secretariat has no
institutional agenda and the secretariat only playsafacilitativerolein the negotiations.

Responding to the question of the plenary “Does the international trading system
promote the interests of the poor?’ he said that from the perspective of the WTO he
would liketo analysethisquestion intwo parts. Firstly, whether the WTO Rules attempt
to promote the interests of the poor; and then secondly, to assess how far they have
been successful.

To the first of these questions, he answered yes, and went on to substantiate his
assertion with the argument that all the legal texts, assembled in the so-called “Bible”,
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the collection of all WTO Rules and Agreements, emphasise the need to foster
development. Indeed, the Establishing Agreement of the WTO emphasises the need to
ensure development and standards of living. Clearly therefore the WTO as an
organisation does endeavour to promote development and protect the interests of the
poor, he concluded.

Elaborating, Mr. Priyadarshi said that the WTO is a democratic institution and all its
membersare deemed to be equal. Even though there may be some element of back stage
or capital based power negotiations, but it is afact that every member of the WTO has
aveto on each and every issue. Moreover, asiswell known the WTO is a consensus-
based organisation. Agreementsare generally negotiated so asto ensurethat thelargest
possible number of members gains; there is an endeavour to work towards win-win
situations.

Analysing the second question, that is whether or to what extent has the global
community actually succeeded in this regard, he said that this question can only be
answered subject to thefollowing two provisos, namely that (i) only amacro analysis of
economic gains can be done and (ii) it is often very difficult to correctly determine the
causal effects of any action.

Before the Uruguay Round was launched the approximate gains were estimated to be
around US$ 1200 million. A number of countriesfeel that these gains have not accrued.
For instance, what is often quotedisthat thetotal shareof all African countriesinworld
trade has not increased. Inimportant areas such as agriculture and textiles, which are of
primary importance to developing countries, access to developed country markets is
still substantialy restricted. Some people do argue that the multilateral trading system
has not delivered what it intended/promised to. While there may be scope for further
improvements, it would also be wrong to apportion all the blame for thisonthe WTO.
Often domestic palicies, which areanecessary complement of any global trading system,
arenot properly implemented.

While concluding, Mr. Priyadarshi said that another problem with such an analysisis
that it is difficult to define development — there are very different views on the issue.
Thereisan urgent need to identify indicators, which would provide the link trade with
development; indicators that also adequately capture the distributive aspects of trade
gains, becausein thefinal analysisthisiswhat will make adifferencefor the poor.

The ensuing discussion rai sed the question whether governments themselves do support
thepoor. Severa participants pondered on theinfamous European Common Agricultural
Policy (CAP) and wondered to what extent the European constituencies are aware of
this issue.
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Doesthe Multilateral Trading System Promote
the Interests of the Developing Countries?

Magda Shahin

At the outset a distinction has to be made between the World Trade Organisation
(WTO) as an organisation and the multilateral trading system. Whileiit is true that the
WTO sets the rules, this that does not necessarily imply that countries will abide by
these rules to the advantage of developing countries and the poor in the multilateral
trading system. Sometimes, although rules might have been negotiated in good faith,
they may beimplemented in bad faith. Whereasin the multilateral trading system aswell
asinthe WTO, devel oping countries haveto live with the realities of power politicsas
the norm, negotiated rulesin the latter ensure that devel oping countries asawhole have
a say as participating players. For this reason, athough Cancin may augur a new
beginning for the developing countries in the WTO, it does not mean that devel oping
countries are becoming stronger in the system. The democratisation of theWTO isstill
far away. Even further away isits positive impact on the system asawhole - Animpact
that should ensure that the accruing advantages and interests are equitabl e and balanced,
thus benefiting both developing as well as developed countries.

To adequately assess the results of the Fifth Ministerial held in Cancin in September
2003 we haveto go way back. Maybe we should start by reminding some among usthat
the signing of the Uruguay Round agreements cameto many as merely aguaranteeto be
part of the system —rather than a sincere conviction of the potential benefits that might
be drawn from these agreementsfor countries and people. Asaresult, aswewell know,
several if not most developing countries are still grappling with the implementation of
various obligationsin 22 agreements, approved and ratified as a“ Package Deal”.

The situation became even worse when during the First Ministerial Conferenceheldin
Singaporein 1996, devel oping countriesfound themsel ves confronted with an avalanche
of new issues to be addressed and negotiated. Developing countries had to deal with
environmental issues, investment, competition, trade facilitation, government
procurement, and a labour clause, at a time when they had not absorbed fully the
implications of the Uruguay Round agreements on their economies. Despite the fact
that it was difficult to reject initiatives and/or proposals offhand, several developing
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countries joined by some developed ones, like Australia, New Zealand, Japan and
Canada, were adamant on negating from the very beginning the competence of the
WTO to deal with the labour clause. Though they succeeded in transmitting the topic
for deliberations and action to the ILO, as the competent organisation, now and again
we are faced with new attemptsto include the social clausein the WTO agenda.!

Asfor thefour so-called Singapore | ssues—trade and investment, trade and competition,
transparency in government procurement and trade facilitation — devel oping countries
insisted at the First Ministerial to be given sometimeto study theissues morethoroughly.
They also needed to be convinced of their relevancy to the work of the WTO, i.e., to
trade. Though an “educational period” according to WTO jargon was granted, the EU,
Japan, Switzerland and South Korea pushed the issues for negotiation. At each
Ministerial thereafter the countries mobilised additional numbers of developing countries.
Therecruitswere mainly agricultural developing countries, ready to bargaintheinclusion
of the Singapore I ssues for further agricultural liberalisation. Having attended the first
four Ministerial Conferences, | must admit, that we owetoday’sretreat on the Singapore
Issues to the Indian delegations. At one point India single-handedly refused any
negotiations on the four issues. It istrue that India was able to mobilise support from
Malaysia and some African, Caribbean and Pacific (ACP) countries. However, India
alone carries the credit for the language obtained on the need to have an “explicit
consensus’ on the modalities of negotiations to be able to negotiate rules for the four
topics. This language was forced in the Doha Ministerial Declaration at the eleventh
hour.

Cancun Conference: A New Beginning or Unveiling the Truth

It was not until the Canciin Conference, that the naked truth behind the continued
persistence of pushing the Singapore | ssuesfor negotiationsin spite of all theresistance
was unveiled. During this meeting it was brought to the light what Guy de Jonquiéres?
baptised asthe European Union's“ Machiavellian” way. Today, following four Ministerial
Conferencesand nearly eight years of work, we see augmenting flexibility on the part of
developed countries to give up two or even three of the Singapore Issues — Although
tradefacilitation is being kept on the negotiating table. Thissudden change, onthe EU’s
part in particular, is not without despair. It follows the awareness of the mounting
resistance against itsinitiatives, and moreover the denial by the agricultural devel oping
countries, when they conceived thefact that the EU was hot ready to deliver on agriculture.
Itisclear today that the Singapore | ssues were sheer bargaining chips brought forward
by the EU. The purposewas only to delay and protract the negotiationson theliberalisation
of the agricultural sector, while blaming the developing countries at every corner and
accusing them of obstructing any progress because of their uncompromising and hard-
line positions.

It is also worthwhile noting that the Canciin Conference wasimportant for devel oping
countries in bringing about a new way of working together in the WTO framework.
Having so far been accepted asan ‘informal group of countries’ contending themselves
to meet on amonthly basis for a mere exchange of views, today, devel oping countries
have regrouped themselvesin smaller, more coherent groups, which enable them to co-
ordinate more closely and fight for their interests. These groups have also shown
keenness and readiness to support one another in each other’s demands.
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The G-20° wasinitiated by Brazil and Indiaand gathered several other no lessimportant
developing countries. This group has called for substantial reductions in agricultural
subsidies of developed countries and increased market access for the agricultural
products of developing countries. With India as a co-pilot, the group also fought its
battle at Canciin for safeguarding food security for developing countries. The Cairns
Group, amixture of developing and devel oped countries whose main interest was also
the liberalisation of the agricultural sector was dormant in the Canciin Conference.
Today, however, it isstriving once again to activateitself in Genevato obtain additional
liberalisation in the agricultural sector.

Other groupings of developing countries were also formed in Cancuin to defend their
interestsinthe agricultural sector. The G33*, also called Alliancefor Strategic Products
and a Special Safeguard Mechanism, is a group of developing countries, which has
argued that any framework for agricultural modalities should allow developing countries
to protect their own agricultural sectors through mechanisms including ‘ strategic
products and a Special Safeguard Mechanism. The GO0° brought together the African,
Caribbean and Pacific (ACP), Least Developed Countries (LDC) and AfricaUnion (AU)
groupings. At Cancun it represented 91 devel oping countries, 60 of which were WTO
members. Their objectives included protecting their preferential access to northern
markets, and resisting the introduction of the Singapore | ssues.

Doha Mandate Remains I ntact

The Cancun Ministerial was supposed to be a straightforward conference. It was
considered to be more of an organisational, mid-term meeting to take stock of and
assess the progress of the Doha Development Round, rather than a conference to
negotiate substance. One can, however, not undermine theimportance that Canciin had
in rectifying the balance with regard to a number of controversial issues in the Doha
Round. Reaching Cancun, many developing countries felt frustrated as a result of the
manoeuvres and twisted interpretations of the Doha mandate conducted in Geneva
aiming at establishing anew fait accompli. Two years had elapsed since Doha, and little
of the promises made then had been honoured. For many del egates the Doha Round
was viewed as void of any development concerns due to the continued pressure by the
developed countries to integrate issues of interest to them at the expense of the
developing countries. In addition to the Singapore Issues, the EU and the US were
adamant on linking liberalisation in agriculture with market accessin non-agricultural
products. This would put further pressure on developing countries to liberalise their
markets for industrial goods. Furthermore, it became clear that developed countries
were lenient and even going back on their promises in Doha to implement and render
many of the special and differential treatment clauses operational .

During the Doha Round developing countries worked hard to revive Special and
Differentia Trestment (S&DT). Theinclusion of Article50inthe DohaMandate succeeded
in bringing back the Special and Differential Treatment provisionsof the GATT system,
which seemed all but forgotten. Explicit reference to Part 1V of the GATT 1994° was
made. Thiswaslikely to beignoredin spite of thefact that it lwaysremained anintegral
part of the WTO Agreements. Throughout the negotiations in the framework of the
Development Round, developing countries should not lose sight of this paragraph asit
contains important milestones with respect to Special and Differential Treatment.
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Developing countries need to monitor the implementation of these provisions. Cancin
wasyet another attempt to bypassthem. However, devel oping countriesthistime stood
firm.

Another significant milestone brought back to memory by Article 50 of Doha with
respect to Special and Differentia Treatment for devel oping countrieswasthe agreement
on “Differential and More Favourable Treatment, Reciprocity and Fuller Participation of
Developing Countries’, also known as the “Enabling Clause’”. This agreement had
been achieved in the context of the Tokyo Round in 1979. One should also remember
that the Enabling Clause recognised that developing countries are expected to take on
progressively more obligations asthey devel op. Thisthey have not shied away from, as
can be seen in al the obligations they committed themselves to during the Uruguay
Round.

In Cancun, however, it was again clear that while developing countries were working
hard for more meaningful and operational Specia and Differential Treatment, the US
continued to coerce developing countries into additional obligations and ask them to
cut their tariffs on agricultural and non-agricultural products substantively. Such calls
contradict Paragraph 50 of Doha and go beyond any agreement reached in the Doha
Mandate thusimposing more concessions on developing countries for liberalisationin
return of already agreed upon commitments, notably the phasing out of al forms of
export subsidiesin agriculture.

Equitable versus Equal Treatment

Market access for non-agricultural products

Forcing developing countries into market access negotiations for non-agricultural
products is one of the main examples denying developing countries an equitable and
fair treatment in the system. It moreover goes against the Doha Mandate as explained
below. It is evident that the basic understanding of a Development Round is that any
further liberalisation of trade should bein theinterest of devel oping countries. Weview,
however, that the controversial area of market access negotiationsfor industrial goods,
irrespective of its consequences on devel oping economies, was set asapriority issuein
Cancun where attempts for reinterpreting the Doha Mandate were made. Such action
wastantamount to showing how remote the consideration of equitable and fair treatment
in favour of developing countries was madein thisvital area.

In fact, the issue of market access for non-agricultural products has been one of the
most disputed issues since the First Ministerial in Singapore. Whereas Articles 19 and
20 of the Agreement on Agriculture and Tradein Services respectively mandated further
tradeliberalisation in thesetwo areas, therewas hardly any mandatefor liberalisation of
industrial goods. Thus, developing countries rightly argued against its inclusion in a
new trade round agenda. This was refuted off-hand by the developed countries.
Developed countries were of the view that there was no need for a specific mandate to
negotiate additional trade liberalisation for industrial goods. They were convinced that
such negotiations ought to be conducted automatically referring themselvesto Article
28(bis) of the GATT entitled “ Tariff Negotiations’. It became part and parcel of the
Uruguay Round agreements following the inclusion of GATT 1947 to WTO/Uruguay
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Round agreements. Requests made by developing countries to study the implications
of further reduction of tariffs on their economies remained unheeded. One cannot deny
thefact that Article28(bis) did not omit theinterests of devel oping countries. Recognising
the asymmetri es between devel oped and devel oping countries, Article 28(bis) stipulated
in its Paragraph 3(a) the needs of developing countries for a more flexible use of tariff
protection to assist their economic devel opment and the special needs of these countries
to maintain tariffs for revenue purposes.

To understand in the first place why developing countries resisted so fiercely the
inclusion of non-agricultural market access in a new round of trade negotiations, one
ought to look at the topic from the right perspective. Taking into account what we
perceive as autonomous liberalisation undertaken by many developing countriesin the
framework of their reform policieswith the World Bank and the International M onetary
Fund and referring to many analyses, one can state the following findings:

a. Developing countries were hardly compensated in terms of reciprocal concessions
by developed countries for their autonomous liberalisation.

b. Cutting tariffs onindustrial goods for developed countries has taken aperiod of no
lessthan 50 years, sincethe establishment of the GATT in 1947 and negotiated over
eight trade rounds. Such along span of time, which developed countries refuse to
developing countries, has allowed the former to move gradually aswell asenabling
them to protect their industries adequately.

We also haveto draw attention to the fact that thelow tariff ratesin developed countries
conceal agreat deal of biases against developing country exports. These isto be seen
particularly in the peak levels of tariffs and escalating tariffs on value added exports of
interest to developing countries, especially in the areas of leather and leather products,
food and agricultural products, and textiles and clothing.

Tariff cuts by developing countries in the Uruguay Round agreements were as broad
and at the same time, deeper, than those conceded by the devel oped economies. Asthe
developed countries reduced their tariffs on industrial goods from an average of 6.3
percent prior to the Uruguay Round to 3.8 percent, i.e., an average reduction rate of 40
percent, developing countries went much beyond that. The average rate of reduction
for developing countries, which for the first time agreed to lower and bind their tariffs,
exceeded three times the average rate of reduction of the devel oped countries.

The mgjor part of what devel oping economies gave is due now; the major part of what
they receive will not be delivered until 2005, or isyet to be negotiated. What they gave
(apart from the exchange of tariff cuts) was mainly acceptance of “codes’ onmajor areas
of domestic aswell asimport regulation (e.g., intellectual property, technical and sanitary
standards, customs valuation, import licensing procedures). What they get in return
from the developed economiesis Multi-Fibre Arrangement (MFA) elimination —not due
until 2005 —trade liberalisation and reduction of domestic support on agricultural products
— yet to be negotiated.?
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Developing countries exporting to rich ones face trade barriers four times higher than
those faced by industrialised countries — and goods produced by the poorest people
face the highest import barriers of all. Shirts produced in Bangladesh enter the US
market at atax rate some 20 times higher than that imposed on goods imported from
Britain. Vietnam — a country with 23 million people living in poverty — pays more US
customs duties than the Netherlands, despite accounting for a far smaller share of
imports. Eliminating import restrictionson textiles and garmentsal one could generate as
many as 27 million jobsin devel oping countries.®

Today, we witness the continued insistence by some developed countries to be given
moretimeto gradually eliminatetariff peaksand tariff escalation. These same countries
did not hesitate to push developing countries ever harder for cutting their tariffs
substantively. It was asurprise to see the paper tabled by the EU, the US and Canadaon
substantial tariff reductionsin mid-August 2003 forming the basis for the Cancin first
draft text —irrespective of its prior rejection by the devel oping countries.

How to Operationalise S& D Provisions Contained in WTO Agreements?

I mplementation | ssues

The Implementation |ssues are one of the most prominent venues to force devel oped
countries into operationalising and implementing Special and Differential Treatment
provisions.

Implementation Issues, dear to developing countries’ hearts and minds, were attached
utmost importance during the Doha Declaration. One of the major deceptions of Cancliin
was that the Implementation Issues were hardly addressed. Why were these issues
neglected? Wasit because of lack of time or lack of interest? Have devel oped countries
succeeded in overburdening the Cancin agenda with their own requests and interests
with aview to bypassing the Implementation | ssues, which they continueto discard? Or
are these issues so complex that developing country-negotiators themselves tend to
forget or disregard them because of lack of knowledge and continuity? Were, after all,
the Implementation Issues only tactical issues?

To begin with, | have to stress that contrary to what many would like to project,
I mplementation Issueswere not brought up to manoeuvre against the Singapore | ssues,
but were advanced as genuine and earnest demands by devel oping countries. As such,
they have to be taken into account and pursued thoroughly to avoid the risk of being
shelved. By pushing for the Implementation I ssues on the agenda of work of the WTO,
developing countries wanted simply to draw attention to the following:

a. Thedifficultiesthey have and will encounter inimplementing their vast obligations
emanating out of the Uruguay Round agreements.

b. Theimbalancesin the various commitments between the devel oped and devel oping
countries.

In addition, developed country implementation of several of the Uruguay Round
agreements including those on textiles and clothing, antidumping, agriculture, and
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sanitary and phytosanitary measures, to name but a few has been carried out in a
disadvantageous manner from the perspective of many devel oping countries. The Specia
and Differential Treatment provisions, including the transitional periods granted to
developing countries for implementation, remained “best endeavour clauses’ with no
attempt whatsoever on the part of the developed countries to render them operational.

Forwarding the Implementation | ssueswas at no rate due to any bad faith on the part of
developing countries to evade their commitments as they had effectively started to
implement them. Devel oping countrieswanted to show the weaknessesinherent intheir
systemsand the lack of capacity, including thelack of adequate financial resourcesthat
made (and makes) their prompt and faithful implementation difficult, if notimpossible.
The obligation to consider the principle of reciprocity —abasic principlein the GATT
system — in the present multilateral trading system as a foregone principle, has done
much harm to the already fragile terms of trade and vulnerable developing countries
economies. Thisbecameall the more felt during theimplementation phase. Developing
countries wanted therefore to treat Implementation Issues as a reminder of the
burdensome and unfair commitments — including making the same concessions as
developed countries and being subject to the same rules in spite of the asymmetries.

Implementation I ssues are difficult and diverse, asthey cover alarge amount of topics
in the Uruguay Round agreements. Although they were first advanced by devel oping
countriesinthe First Ministeria, which made many believethat they came asaresponse
to the Singapore | ssues, they were only dealt with seriously during the Third Ministerial
held in Seattle. Infact, thelaxity and negligence with which devel oped countriestreated
the Implementation | ssues became one of the main reasons behind the failure to agree
on anew round of trade negotiations at Seattle. The US argued then that Implementation
I ssueswould alter the delicate balance of commitments of the Uruguay Round agreements
—ignoring the fact that such a balance did not exist in the first place. It was thus only
during the Fourth Ministerial held in Dohain September 2001 — and because of the US'
interest to draw on the support of the international community in its fight against
terrorism—that the |mplementation | ssues prominently figured in the Doha Development
Agenda.

Time and space do not permit to go hereinto details. Sufficeto say that it was only due
to the September 11 terrorist attacks, an event so remote from trade negotiations, that
the US acquiesced to include | mplementation aspart of thework programme of the New
Round at Doha. Though this should be considered as a success of the determination
and persistence of developing countries, we have to caution against being lured into
paying twice for what should have been “acquis’ in the Uruguay Round. Negotiating
the Implementation Issues as part of the Single Undertaking should not be taken as an
excuse or become a pretext to make devel oping countries pay again for what is duly
theirs, for removing theimbalances or asking for meaningful liberaisationin sectorslike
agriculture, and textiles and clothing. Developing countries have repeatedly pointed
out that they cannot be expected to pay an additional price after already having paid an
enormous priceinthe Uruguay Round agreementsfor removingimbalancesand inequities
inherent in existing agreements and for realising the benefits promised to them in some
other agreements.
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Thus, Implementation-related i ssuesand concernsfigured highly in thework programme
of the new Development Round launched in Doha.® Members have shown keennessto
address the Implementation Issues, including the outstanding Implementation |ssues,
which arenot covered by aspecific negotiating mandate. According to the DohaMandate
members were ready to negotiate |mplementation-related issues and concernsin good
faith so as to find adequate solutions to them. However, soon after returning back to
Geneva a new kind of debate was triggered by the developed countries regarding the
interpretation of the Doha Mandate. The argument revolved around the meaning of the
wordings “adequate solutions” or “adequate measures’ in Paragraph 12.

These and other controversies succeeded in taking the Implementation Issues off the
negotiating tablein Cancun. It wasapity that after all efforts, the Implementation Issues
did not figure on Cancin’sagenda, asif they were presented in thefirst placefor tactical
reasons. The best Canclin draft came up with was a clear deviation from the Doha
Mandate by trying to insert language to the effect that “what was meant by the Doha
Mandate was to look into adequate measures rather than final solutions’. In other
words, after having shown readiness in Doha to negotiate the Implementation |ssues
with aview to finding appropriate solutions, the attempt was made to ask the General
Council to consider taking “appropriate action” after reviewing the progress made.
What is clearly insinuated by “appropriate action” is opening up a purview of options
among which ‘ appropriate solutions’ is but one, whereas finding appropriate solutions
was the sole option considered in the Doha Mandate. However, since no ministerial
declaration was adopted in Cancln, thereisno need to cry over spilled milk. We haveto
stick to the concluding remarks at Canclin where there is a reaffirmation of the Doha
Declarationtothe utmost importance of theimplementation-rel ated issuesand concerns”
and thereisacommitment toimplement it fully by what wasreferred to asadetermination
to find “appropriate solutions’.

Implementation Issues continue to be a necessary and sufficient condition to
operationalise special and differential treatment contained in WTO agreements. Fighting
to address them adequately while staying alert in order not to pay twice remains today
as before a challenge for developing countries. It should be noted that Special and
Differential Treatment constitutesanintegral part of the balance of rightsand obligations
of the Uruguay Round agreements. Devel oping countries accepted the obligations in
the expectation that some of their concerns would be addressed and dealt with through
Special and Differential Treatment provisions. Hence, seeing that these were not serioudly
taken care of and rendered operational, devel oping countries felt deceived.

The Present Agricultural System does not Promote the Interests of the
Poor

Agricultural Trade Reform

Turning now to the Agreement on Agriculture, which is the make or break of the
Development Round, | must admit that had it not been for the determination of the newly
founded group of devel oping countries, the G-20, we would have been subjected to a
déja vu Blair House effect. A bilateral agreement negotiated between the two trading
superpowers would have simply been imposed on the entire membership of the WTO.
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We al remember how the EU and US imposed the “Blair House Agreement” by
multilateralising an agreement, which was basically abilateral modus vivendi between
them. In Cancln, the G-20 categorically rejected such attempts and wanted to makethe
USand the EU accountablefor their inactionin the areaof liberalising their agricultural
sector.

Agriculture remains one of the most indi cative exampleswhere the multilateral trading
system works clearly against the interests of the poor. Thisiswitnessed on anumber of
accounts of whichthefollowing arebut afew: granting additional subsidies, backtracking
and new linkagesthrough forcing devel oping countriesinto more commitments, denying
demands made by the developing countries, and the reluctance observed for further
trade liberalisation as mandated in Article 20 of the Agreement on Agriculture. In fact,
nearly four yearsafter negotiations started in accordance with the said Article, negotiators
arenot any closer to an agreement than thefirst day. On the contrary, we seeanincrease
in subsidies, beitinthe US or in the EU. The Bush's administration’s 2002 Farm Bill
providesfor an $8 billion ayear increasein spending. It links agricultural support more
closely to production than previous legislation, guaranteeing continued surplus
production and export dumping. Thisis an increase in the Blue Box, which dealswith
subsidiesto the developed country farmersdirectly with aview to encouraging them to
limit their production without incurring any financial losses.

On the one hand, the EU has followed the lead of the US. On the other hand, under the
reform package adopted by the EU in June 2003, overall spending on the Common
Agricultural Policy (CAP) will be maintained at current levels—around 50 billion Euro,
half of the current EU budget. The dairy and sugar sectors, which between them account
for two-thirds of direct export subsidies, have been left largely untouched.** The CAP
reform, which the EU is so proud of, has managed to move agricultural support fromthe
Amber Box (production-boosting support) and the Blue Box (production-limiting support)
to the Green Box (at most minimally trade distorting support). In essence, the CAP
reformwasmerely an exercise, whichtried to hide trade-distorting subsidiesin adifferent
coloured box. The proof isthat no reduction in the current levels of subsidies has been
admitted. Thiswas dueto the tacit agreement reached between France and Germany*?,
imposed |later on the EU, allowing for the maintenance of the same level of agricultural
subsidies until the year 2013. Only thereafter will the EU start gradually reducing
agricultural subsidies.

On one side, the EU continues to resist the setting of any deadline after which export
subsidies would be eliminated, or to negotiate a gradual reduction of the Blue Box,
where subsidies are linked to limitation of production. Whereas the US, on the other
side, said that they would only talk about subsidy reductions once devel oping countries
had made acommitment to significantly cut their agricultural tariffs. Thisclearly means
that the EU and the US before they deliver in agriculture, as mandated by the Uruguay
Round agreement and subsequently by the Doha Declaration, they force developing
countries into additional commitments contrary to the spirit and mandate of a
Development Round. It is also an indication of developed countries backtracking on
their commitments.
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Furthermore, devel oped countriesignored the demands made by developing countries,
specifically the G33 mentioned earlier, for provisionsallowing them sufficient flexibility
to decidetheir own strategic agricultural productsand a safeguard mechanism. Whereas
developed countries negotiated special saf eguard measuresin the Agreement on textiles
and clothing, requests by the devel oping countriesto restrict market accessin agriculture
inthe event of asudden surgeinimportswere far from being accepted. Moreover, calls
by the G33 for the inclusion of a new concept to deal with so-called special strategic
products, which gives them the right to select and to exempt such products from
liberalisation commitmentsand additional tariff cutswasrefused. Thisisnot only denying
devel oping countries meaningful Special and Differential Treatment inthisvital areabut
also aclear rejection of allowing them to harmonisetheir trade commitmentswith their
ability to protect their own agricultural sectors in accordance with their development
strategies and priorities.

These extravagances by the devel oped countries have pushed for new dynamics, which
appeared asaclear turning point in the history of agricultural trade negotiations. Having
realised that neither the EU, in view of itsexpansion to 25 members, nor the US, inview
of itscoming elections, wasready to concedein agriculture, the G20+/- grouping, which
gained in power throughout the Cancin Conference, changed the dynamics of
negotiations. Thisthey have achieved not only through reacting, or letting their “NO”
be heard, but more so by making their own alternative agriculture proposal and sticking
to it

Developed countries were hardly prepared for the new dynamics as became evident
fromtheir constant attemptsto underminethe G20. Notwithstanding the offer by the EU
to unbundle and give up three of the Singapore I ssues, it camefar too late, thusrendering
it ineffectivein the course of the negotiationsin Cancun. It should also be remembered
that having reached no agreement, the Peace Clause'*, which lasted till December 31,
2003 in accordance with the Agreement on Agriculture, should expire. Thismeansthat
developed countries are no longer entitled to grant subsidies to their agricultural
products, which are not in accordance with the Agreement on Subsidies and
Countervailing M easures. Otherwise they would be subjected to the dispute settlement
mechanism. The G20 in its paper refused to contemplate the extension of the Peace
Clause.

Should the WTO Harmonise or Customise National Trade and
Development Strategies?

A last question to addressiswhether the WTO should harmonise or customise national
trade and development strategies. One hears loud voices saying that the WTO is par
excellence not adevelopment organisation. Thus, it is by no means entitled to attempt
harmonising trade and development. Thisline of argument stresses that in the absence
of measures to address devel opment needs and wider strategies for poverty reduction,
the WTO cannot have the dual role of financing or mobilising internal and/or external
resources for development as well as increasing trade. The WTO is by no means an
organisation to finance development strategies. The WTO is also not merely there to
assist developing and least-devel oped countries to adjust to its rules and disciplines
and toimplement their obligations. Attempting to solely attribute either oneto the WTO
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would be an erroneous understanding of its role in harmonising national trade and
development strategies.

Harmonisation of national trade and devel opment strategiestakes place when the latter
is geared towards increasing the trade potential of a country and when trade is not
hampering the development strategies of that same country. Trade and development
strategies should not be conflicting objectives in a Development Round of trade
negotiations but complementary. These two objectives should be a positive sum-game
from which devel oping countries can extract sufficient benefits to reduce poverty and
enablethem to grow.

Inworking towards such agoal itisimportant to keep in mind that tradeliberalisationis
not an objective by and in itself but one that should help countries grow and prosper.
Hence, the gradual approach to trade liberalisation cemented in the GATT system that
enabled devel oped countriesto liberalise over aspan of fifty yearswasin thefirst place
to help these countries adapt. Today the need to adapt trade to development is all the
more vital for developing countries in the system. Trade should be liberalised to the
extent that it serves development plans and objectives. Trade remains today as before
an essential element of development and one that brings in hard currency for the
development needs of the country. In that sense, tariffs accruing from some levels of
protection are sometimes warranted in developing countries and necessary for their
development strategies even though they could be in contradiction with WTO
expectations of lowering tariffs. It remainsincumbent upon the entire membership of the
WTO to harmonise and customise such objectives by looking at trade and devel opment
asanintegral part of themultilateral trading system and to deal with these two objectives
in aholistic approach.

Technical co-operation and capacity building in the WTO?®S, though very important to
mainstreaming trade into national plans for economic development and strategies for
poverty reduction are but one aspect. We need to address the issue of harmonisationin
a negotiating forum where we should strive to make trade and development
complementary and not conflicting targets. Creating new mechanismsis not advisable.
Thus, | believe that making better use of the Committee on Trade and Devel opment
(CTD) would be imposing on us in this respect. Making the mandate of the CTD more
responsive to the increasing needs of the developing countriesinthe WTO is essential.
If wegotothewebsite of the WTO/CTD, onewould read that membersareto “consider
broad issuesrelating to the trade of devel oping countries”, thus, ameretalking shop for
undefined issues. The CTD should take up hardcore issues of relationship between
trade and development. Sincethe CTD was never considered a negotiating committee,
but was at best receiving lip service from the devel oped countries, very important and
relevant issues to devel oping countries were dumped there without further attention to
pursue them. Turning the CTD into a negotiating forum should help understand the
relationship and interdependence between trade and development so as to deal with
theminaholistic and integrated approach. This should bewith aview to coming up with
reasonable and realistic recommendations.

A case in point is the cotton initiative presented by four African countries: Benin,
Burkina Faso, Chad and Mali and supported by another 26 African countriest®. This
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initiative could well be considered as a case where an integrated approach is needed to
face the challenges faced by the African countries in the cotton sector. The optimal
comprehensive response lay in coherence between trade and development policies. In
the recent “ African Regional Workshop on Cotton” organised by the WTO Secretariat
and held in Cotonou, Benin, from 23 to 24 March 2004 the trade element, the very
objective of theinitiative, was relegated to the backburner. A quick recollection of the
areas of focus: Continued cotton sector reform, Production-related support,
strengthening cotton production methods, infrastructure improvement, increasing yield
with new cotton varieties, Support for quality control and standardsin cotton production,
Export promotion and market support services, Support for diversification and down-
stream value-added production in textiles and apparels.

Thisinitiative, which could haveworked out asaclear examplefor harmonising national
trade and development strategies in the framework of the WTO, seems to have been
quickly exterminated as a standalone item and seems to have but vanished in the
mainstream of the negotiations on agricultural liberalisation. Nevertheless, it remains
incumbent not only upon the four initiating countries but all those with vested interests
in this issue to push hard for the elimination of subsidies on cotton exports. Although
mainstreaming cotton-specific financial and technical assistance into national
development plans of these countriesiswelcomed, it isnot to be forgotten that the core
issue of theinitiative was export subsidies, i.e., apure tradeissue. It isfor the WTO to
follow up thisinitiative and to provide appropriate action. Thatisalsowhy itisrelevant
for the CTD to negotiate the link between the trade and devel opment component in this
important initiative so as not to prioritise one at the expense of the other. Asit appears
to be a clear tendency by the donors to stress the generous financial and technical
assistance they provide, while contending themselves with referring the trade policy
dimension to the overall framework of agricultural negotiations with no further ado.
Thereisno doubt that aid should be used to build countries’ capacitiesto trade but that
should not mean to undermine the trade policy measures. An effective solution for the
cotton initiative should be found in the WTO.

Conclusion

The EU and the US and other devel oped countries must realise that the geopalitics of
the WTO have changed. Thisisan outcome of the Canciin Conference, which increased
co-ordination and coherence between developing countries objectives. Developed
countries should be convinced of the need for a development round not only for the
sake of the developing countries but also for several reasons, the following among
them:

1 It isnot the apparent failure of Cancun that should be considered as a setback to
multilateralism. On the contrary, if the devel oping countries had surrendered to the
augmenting pressures and succumbed to the priorities set by the devel oped countries
in Cancun, the result would have been the breakdown of the WTO itself.

2. To date many developing countries have not experienced the promised gains from
the Uruguay Round agreements and are being asked for more sacrificesto implement
their commitments. A development round should present a breathing space to those
countriesasmuch asit should striveto rectify the balance between their obligations
and their rights not | east by operationalising the Special and Differential Treatment
provisions contained in the WTO Agreements.
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3. Following from the above, reviving the development round is a so animportant step
in the war against poverty. Needless to say that extreme poverty breeds terrorism.
Hence, adevel opment round by aiming to reduce poverty would also be helping in
thewar against international terrorism.

4. It is no secret that consensus on the Developing Round in Doha was clearly a
making of Robert Zodllick the US Trade Representative. Canclin has not only brought
to the surface the loss of |eadership but also aclear indication that the implications
of thetransatlanticriftintrade are yet to befelt inthe system. A Development Round
is needed to mend the fences.

Developing countries played their cards openly in Cancin. It is up to the developed
countries to respond. Today, we arein a“wait and see” phase.

Dr. Magda Shahin is Egypt’'s Ambassador to Greece.
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Endnotes

1

The latest attempt was made by Lamy, the EU negotiator in his remarks in the aftermath of
Cancun.

2 World Trade Editor of the Financial Times.

9

The G20 +/- is a group of developing countries. At Cancun the group included: Argentina, Brazil,
Boalivia, China, Chile, Columbia, Costa Rica, Cuba, Ecuador, Egypt, El Salvador, Guatemala, India,
Indonesia, Mexico, Nigeria, Pakistan, Paraguay, Peru, the Philippines, South Africa, Thailand and
Venezuela. During and after the ministerial conference, Columbia, Costa Rica, Guatemala, Ecua-
dor, El Salvador, Peru and Thailand left the G20.

The G33 included: Antigua and Barbuda, Barbados, Belize, Botswana, Cuba, Dominica, Dominican
Republic, Grenada, Guyana, Haiti, Honduras, Indonesia, Jamaica, Kenya, Mongolia, Montserrat,
Nicaragua, Nigeria, Pakistan, Panama, the Philippines, Saint Kitts, Saint Lucia, Saint Vincent and
the Grenadines, Suriname, Tanzania, Trinidad and Tobago, Uganda, Venezuela, Zambia and Zimba-
bwe.

The G90 members include: Bangladesh, Jamaica, Botswana, China, Cuba, Egypt, India, Indonesia,
Kenya, Malaysia, Nigeria, the Philippines, Tanzania, Venezuela, Zambia and Zimbabwe.

Part IV entitled “Trade and Development” was added in 1965 to the Articles of GATT, adding
three new Articles to the original 35 Articles. These three Articles reconfirmed and stressed:
(One) The non-reciprocity flexibility by allowing developing countries not to bind tariffs;

(Two) Committing developed countries to take specific measures for the improvement of the
export prospects of developing countries;

(Three) Granting developing countries tariff preferences (Generalised System of Preferences —
GSP), promoting their industrialisation and accelerating their economic growth.

The Enabling Clause reconfirms the principle of non-reciprocity recognised in Article 28 bis and
in Part IV (Article 36) of GATT 1994 and allows developing countries to:

(One) Exchange trade preferences among themselves without extending this treatment to all
members on an MFN basis;

(Two) It provides the legal basis for the continuation of the GSP;

(Three) It identifies the less-developed countries as a special group that deserves particular
attention.

Market Access Advances and Retreats Since the Uruguay Round Agreements, by J. Michael Finger
(World Bank) and Ludger Schuknecht (WTO); September 1999 — page 1.

Oxfam Briefing Paper: “Running into the Sand”, Paper No 53, August 2003, page 4.

10 Para 12 entitled: “Implementation-related issues and concerns” reads: “We attach the utmost

importance to the implementation-related issues and concerns raised by members and are deter-
mined to find appropriate solutions to them. ...We agree that negotiations (emphasis added) on
outstanding Implementation Issues shall be an integral part of the Work Program we are establish-
ing, and ...In this regard, we shall proceed as follows: () where we provide a specific negotiating
mandate in this declaration, the relevant Implementation Issues shall be addressed under that
mandate; (b) the other outstanding Implementation Issues shall be addressed as a matter of priority
by the relevant WTO bodies, which shall report to the Trade Negotiations Committee.

11 Oxfam Briefing Paper 53: “Running into the Sand”, August 2003, page 16.
121t is clear that France was able to extract such a concession from Germany, in return for agreeing

to the expansion of the EU, which was politically important for Germany.

13 The G20 +/- paper demanded the elimination of Blue Box domestic support, the capping of a more

tightly disciplined Green Box, ambitious targets and timetables for reducing Amber Box subsidies,
and a firm date for the elimination of export subsidies. (Under the current WTO Agreement on
Agriculture production-boosting domestic support is classified as Amber Box, production-limiting
domestic support is classified as Blue Box, and domestic support, which is at most minimally trade
distorting is classified as Green Box support).
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14 The Peace Clause is a provision in article 13 of the WTO’s agreement on agriculture designed to
reduce the threat of trade disputes during the period of agricultural trade reform, especialy in
industrial countries. It stipulates that agricultural subsidies permitted by the agreement cannot be
challenged under other WTO agreements. Expires at the end of 2003. Unless renewed, its expiry
will subject agricultural subsidies to the same disciplines as industrial subsidies.

15 Technical co-operation and capacity building are important elements in the Doha mandate.
Paragraph 38 of the Doha declaration states: We confirm that technical co-operation and capac-
ity building are core elements of the development dimension of the multilateral trading system,
and we welcome and endorse the New Strategy for WTO Technical Co-operation for Capacity
Building, Growth and Integration. We instruct the Secretariat, in co-ordination with other relevant
agencies, to support domestic efforts for mainstreaming trade into national plans for economic
development and strategies for poverty reduction. The delivery of WTO technical assistance shall
be designed to assist developing and least-developed countries and low-income countries in transi-
tion to adjust to WTO rules and disciplines, implement obligations and exercise the rights of
membership, including drawing on the benefits of an open, rules-based multilateral trading system.
Priority shall also be accorded to small, vulnerable, and transition economies, as well as to
members and observers without representation in Geneva. We reaffirm our support for the valu-
able work of the International Trade Centre, which should be enhanced.

16 Angola, Cameroon, Central African Republic, Congo, Cote d'lvoire, Egypt, Ethiopia, Ghana,
Guinea, Kenya, Madagascar, Malawi, Morocco, Mozambique, Niger, Nigeria, Senegal, Somalia,
South Africa, Sudan, Tanzania, Togo, Tunisia, Uganda, Zambia and Zimbabwe.
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Doesthe Multilateral Trading System
Promote the Interests of the Poor?

Val érie Engammare and Jean-Pierre Lehmann

The short answer to the question set in the title of this paper has to be: “no”. The
multilateral system has not “promoted” the interests of the poor. Whether it can or
should is another matter, which will be addressed |ater on. In the meantime, the World
Bank figures speak for themselves: in the decade 1990-2000, during which the Uruguay
Round was completed, the WTO established, trade liberalisation policies adopted on an
unprecedented scal e, the number of members of the GATT/WTO increasing by over 50
percent, in other words, the highpoint of multilateralism, the number of poor did decrease,
though exclusively in East and South Asia. In East Europe and Central Asia, in the
Middle East and North Africa, in Latin Americaand in Sub-Saharan Africa, the number
of poor increased, in someregionsquitedramatically so.* It followsthat the multilateral
system can hardly be credited with having promoted the interests of the poor; whether
it has made the plight of the poor worse, or whether it hasincreased inequalities, is not
asstraightforward amatter as many of the multilateral system’scriticsallege.?

Without seeking to assess the balance of benefits between poor and rich of the system
as awhole, there are very clear instances/cases where the latter have benefited at the
expense of the former. Cotton is perhaps the most egregious, but by no means sole,
example.* Kenneth Lay, former CEO of Enron, received $12,000 in subsidies for his
cotton plantation®, not ahuge sum by Lay standards, but certainly better when compared
to themillions of cotton producersin Africadriven out of business by American cotton
subsidies. There are no exampl es (that we can think of) whereby the interests of the poor
have been promoted at the expense of therich.

It isfor these reasons, among many others, that the multilateral trading system isgoing
through its most serious crisis since the establishment of the GATT in 1947. The great
paradox of the early 21% century isthat whereas, on the one hand, the membership and
applications for membership to the multilateral trading institution, the WTO, keep
increasing, the institution’s legitimacy, credibility and vibrancy keep decreasing. The
multilateral systemisintatters.

Thefailure of the WTO Ministerial Meeting in Cancun last September and thefailureto
re-ignite momentum into the negotiations since then® highlight some of the potential
dangers of such acrisis: fragmentation, trade frictions, pursuit of short-term benefits,
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inward looking and protectionist domestic policies, frenzy for bilateral agreements. The
problemisnot themultilateral system; itisthemultilateral system aspresently constituted.
Themultilateral systemis, to avery considerable extent, dominated by aseriesof narrow
vested interests in the rich countries. As a result, what was aready obvious before
Cancin has only became clearer over the last couple of months: those who are most
likely to suffer from a downturn of the multilateral trading system are the poorest
countries, and — consequently — the poor in the poorest countries, but also the poor in
rich countries.®

Why is that so? In the aftermath of World War 11, the multilateral trading system was
built onanideal —increasing globa welfarethrough enhanced economic interdependence
—and equipped with principles. non-discrimination, liberalisation, predictability, fair
competition and development. Much has been achieved by the multilateral trading
system over the past fifty years. Many of the rich countries today were relatively poor
fifty yearsago.

Thereislittle disagreement with the view that the open trade environment fostered by
the GATT has played an enormous role in the unprecedented weal th that the countries
of the European Community, the United States and Canada, Japan, Australiaand New
Zealand have enjoyed and was a major driving force in the emergence of the NIEs —
newly industrialised economies’ —from pauperism to prosperity.

However, the environment, the actors and the driving forces of the system have changed
over time. Today, more than three quarters of WTO members are devel oping countries,
to which the appellation “ Doha Devel opment Agenda’ rightly sounded like a promise.
They want and need that the authors of the Doha Devel opment Declaration should keep
to the letter and spirit of their word — that the “system” should deliver as intended.
Failureto do so might relegate the multilateral system toirrelevance and impotence.

The multilateral system, as re-constituted, is by far what is best suited to defend the
interests of the poor. Promoting the interests of the poor depends more on policies
adopted at national rather than international level. An open multilateral system can
provide the opportunities; whether the poor can seize these opportunities depends on
the extent to which their domestic policies are geared towardsthe creation of enterprise,
jobs, wealth, and trade.? The multilateral system needs to be revived, re-invigorated,
reconstituted; for that to happen, developing countries must take the initiative and
provide leadership.

Why do poor countries need the multilateral system?

A very frequent argument against themultilateral trading systemisthat full liberalisation
at aglobal scale would only benefit afew big developing countries, notably Brazil or
South Africa, and that small countrieswould on the contrary risk becoming even poorer.
Whereas the argument must be taken seriously —and justifiesin particular Special and
Differential Treatment (SDT) —it isnot asufficient reason for poor countriesto give up
on themultilateral trading system.

First, themultilateral trading systemisaprocessthat requires continuousimprovements.
Poor countries must not take the system as granted, but must engage actively to re-
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shape it and improve it. In this regard, positive outcomes came out of the Canciin
Ministerial: devel oping countriesformed alliances, such asthe G20 and G90 groups; big
developing countries such as Brazil and India proved that they could be efficient
spokesmen of the developing world; with their cotton initiative, Burkina Faso, Chad,
Mali and Benin gave a positive signal for smaller economies, showing that by forming
alliances and joining forces, their concerns could no longer be ignored.

Second, for poor countries, there is no viable alternative to the multilateral system.
Apart from a few exceptions — such as Thailand — poor countries are not attractive
partnersfor bilateral trade agreements. Their marketsaretoo small to be of interest to big
trade partners such asthe United States. And, in addition, they often have acomparative
advantagein sectorsthat are very sensitivein OECD countries, namely agriculture and
textiles. This would mean that even if an agreement was proposed to them, one could
expect that the sectorsthat matters most to these countries’ economieswould be excluded.

Third, inabilateral agreement, the powerful party isin an even much stronger position
to dictate the termsto its advantage. The recent bilateral agreement between Australia
and the United States, whereby thelatter excluded or severely curtailed, sugar, dairy and
beef isaflagrant example. Australiaisnot apoor or helpless country; yet itsgovernment
saw fit to accept the humiliating terms imposed by Washington.®

If the multilateral trading system fails to deliver its promises and if the trend towards
bilateralism continues, poor countries are very likely to be the perpetual orphans of
global economic integration.

Why is the multilateral trading system no panacea for development?

Even though the multilateral system representsby far the better option for poor countries
and especially the poorer members of their population, it would be amistaketo think that
global trade liberalisation alone stands to solve the world's miseries.

Whereas the multilateral trading system is the best possible form of global economic
governance, it isno panacea and in particular it is no guarantee for development. The
multilateral trading systemisabout providing frameworks, opportunitiesand incentives
for development. It can contribute — even significantly — to poverty reduction and
growth, but only if other conditions are met domestically. For instance, improvements
of accessto OECD countries’ markets would not change anything in poor countriesif
entrepreneurs were impeded locally to take advantage of this opportunity, because
entrepreneurship is discouraged by corruption, excessive bureaucracy or the
unavailability of financial or human capital. Thus, even though the multilateral systemis
the best alternativefor the poor, evenif it worked perfectly it would still requiretheright
domestic policies to be in place for the poor to take advantage of the opportunities
offered.’’

A tendency emerging in and since Canclin has been the reiteration of third world rhetorical
dlogans rehashed from previous decades that seek to put the blame for the plight of the
poor countries exclusively on the rich countries and/or the system they control. The
main cause of poverty in poor countriesliesin the problems of governance and leadership
they have experienced over the last several decades. Until and unless that reality is
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faced and necessary reforms implemented, the poor in the poor countries will remain
poor no matter how much the multilateral system isrevived and re-constituted.

Why is the human dimension of development so important?

Today’spolitical reality ischaracterised by “ short-termism” and myopia. OECD countries
do not seem to have drawn lessons from what happened in Canculn, asthey do not seem
to accept theimplications of the fact, which they assented to, that the Doha Round was
called aDevelopment Round. Thereason for such alack of concernistwo-fold: first, in
the past, having greater bargaining power, they have always obtained what they wanted
fromtradeliberaisation. Thus, itisdifficult for those countriesto see what could befor
them the “value proposition” of a Development Round. Second, rich countries’
negotiating positionsare determined by narrow vested interests at thelocal level, which
overshadow the long-term interests of the majority. Such a position resultsin ignoring
thefact that thelong-term interests of the majority in rich countries often gointhe same
direction as development concerns.

For instance, at the domestic level, few linkages are made between the problems caused
by aging populations and the potential solution that could be brought about by more
open immigration policies. Opening up EU doors wide to, say, Kenyan nurses, will
benefit Kenya considerably through the remittances they are able to send home and of
course benefit greatly theill and old in Europe.*

In addition, policy makers—and probably the general public —tend not to consider the
situation in poor countriesas“their problem”. However, inthelong run, such an attitude
can only prove misleading. The challenge for rich societiesisthusto think and actina
longer-term perspective, in order to realise that the development of poorer countries
could provetheir “value proposition” aswell.*? Ultimately, the global market can only
be constructed on a global village. A functioning village requires not only material
support, but also the proper spiritual conditions, including a deep sense of solidarity.

Inanincreasingly integrated world economy, whoseideal isto provide wealth and well
being to everyone, poverty, lack of access to health, to education and to sanitation
cannot be ignored or solved via transfers of capital only. Capital in various forms —
investment, trade, transfer of funds or aid — is indeed essential; however, it is not
sufficient. Ultimately the key to development is empower ment, i.€. giving to the poor the
means to seize opportunities, improve their standards of living for the long term and to
voicetheir expectationsand aspirations. Global welfare goesmuch beyond GDP gatistics.
Itisabout improving the daily life of people. And it will not be delivered unless global
and national policies consider the human dimension of devel opment.

Animportant lesson can be drawn from what happened in Europe especially during the
second half of the 20th Century. Throughout the 19th century, as a result of
industrialisation the gap between the rich and the poor kept growing, asthe latter were
exploited and mistreated by the former. Not only did this outrage inspire the works of
revolutionary writers such as Marx and Engels, but indeed three years before the
publication of the Communist Manifesto, the British conservative statesman and author
published his novel Sybil in which he articulated the concept of what he referred to as
the “two nations’ co-existing within one country, the UK:
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Two nations between whom there is no intercourse and no sympathy; who are as
ignorant of each other’s habits, thoughts, and feelings, as if they were dwellers in
different zones, or inhabitants of different planets... Therich and the poor.*®

In time, and especially after the traumatic travails of the years of depression and two
worldwars, amoral “social obligation” was acknowledged towards the poor, not out of
charity, but in order to increase the welfare of society as a whole. Better education,
better sanitation, and increased participation in the political process translated into
more security, more efficiency, and ultimately into better living conditionsfor everyone.
If what has been achieved not so long ago at the European level was repeated at the
global level, there is every reason to believe that the result would be the same: an
increasein global welfare and peace.*

What must be changed in the multilateral trading system for it to better
promote the interests of the poor?

Taking the human dimension of development into account is an objective that must be
set at every level of the decision-making process of global economic governance, i.e. at
the level of international organisations and at the governmental level in both rich and
poor countries.

Global governance today is characterised by a lack of coherence and a lack of
coordination. Whereas the numerous interfaces between economic and social issues
are acknowledged — such as those between trade, investment, growth, and poverty
reduction, health, sanitation and education — there is very little coherence and
coordination between the existing policies (e.g. devel opment projects) and the different
institutions concerned. As an example, if the SARS and the Avian flu showed that
health issues can have an enormous impact on trade and investment flows, thereis till
little cooperation between the World Trade Organisation (WTO) and the World Health
Organisation (WHO). Similarly, whereasthe UN Millennium Devel opment Goals (MDGs)
and the Doha Development Agenda pursue similar and complementary objectives, the
MDGs were hardly ever mentioned either in the WTO negotiations or in the public
debate. At Cancun the rich countries sent (literally!) armies of bureaucrats from their
agricultural ministries to defend the vested interests of their small agricultural
communities, while officials responsible for development were conspicuous by their
absence.

Considering the human dimension of development is a prerequisite for the Doha
Development Agenda to achieve its objective. Governments of rich countries must
realise that the Doha Round goes beyond “gains’ and “concessions’; it is about
providing aframework that could contribute to reduce poverty. It should be kept in mind
when requiring reciprocal commitments from devel oping countries, when negotiating
matters crucial for development such as agriculture and when drafting SDT clauses.
Such concerns go well beyond charity or altruism; it is about increasing sustainable
global welfareinthe 21% century.®

Finally and perhaps most importantly, governments of poor countries must enable the
poor to take advantage of the opportunities offered by the multilateral trading system.
At theinternational level, what isnow at stake for devel oping countries—individually or
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in groups —isto go beyond negative opposition and engage more constructively in the
negotiations. Poor countries can become the champions of the multilateral system by
creating coalitions and by assuming leadership in a Round that was meant to promote
development.

Inthisregard, regional integration initiatives—such asBIMST-EC® in Asiaor the New
Partnership for Africa'sDevelopment (NEPAD)Y — can contribute positively and should
reved very important factorsof cohesion. Therecent summit meeting in Arusha, Tanzania,
whereby the EAC® —the East Africa Community, comprising Uganda, Tanzania and
Kenya—will form into acustom’sunion isagood step in theright direction.

Thus, if coherence and cohesion are achieved at theinternational level and if the human
dimension of development is better taken into account, thereis every reason to believe
that the conditions will be created for the multilateral system will serve far better to
promote the interests of the poor. And if the right domestic policies are in place to
enhance the empower ment of the poor, the poor will inturn bein abetter position to take
advantage of the opportunities offered by the multilateral trading system.

Valérie Engammare is Research Fellow, The Evian Group, and Doctoral Candidate in European
Economic Law at the University of Zirich. Jean-Pierre Lehmann is Founding Director, The Evian
Group, and Professor of International Political Economy, IMD, Lausanne, Switzerland.
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The Multilateral Trading System and the
I nterests of the Poor

E. Olawale Ogunkola

Introduction

For the effectiveworking of the multilateral trading system, itsdifferent parts should all
beinacordia state. Therole played by the states on the one hand, but a so by economic
actors such as producers and consumers and the Civil Society on the other hand is
widely recognised. While economic actors will emphasise their different goals and
objectives — with producers aiming for the maximisation of profits and consumers
demanding valuefor their monieswithout being necessarily concerned about the origin
of the products —the need arises to take care of externalities. Governments’ objectives
inthetrading system usually go beyond revenue coll ection through taxes on international
transactions, to welfare gains in terms of efficiency of production and utilization of
resources. Thisincludesensuring ahighlevel of employment and sound environmental
conditions. Civil Society hasassigneditsdlf different roles; indeed, they could beregarded
as “guarding angels’ of their chosen areas. Consumer Unity & Trust Society (CUTS),
for example, focuses on ensuring social justice and economic equity in international
trade.

The purpose of this paper isto examine the place of the poor in the multilateral trading
system with a view to charting appropriate and more beneficial participation of this
group in multilateral trade negotiations. There is no doubt that Civil Society plays a
significant rolein ensuring that the poor are not marginalized and that their interestsare
protected and guaranteed. Therest of this paper is organised into four sections. Section
Il dwellson special and differentia (S& D) treatment, atraditional way of accounting for
different levelsof development in the process of multilateral tradeliberalisation. Inthis
section the genesis of S& D treatment is traced, especially its metamorphosis from the
General Agreement on Tariffs and Trade (GATT) erato its current status in the World
Trade Organisation (WTO). Since the current status of S&D treatment is concerned
with its operationalisation, the paper suggests an active role for NGOs. NGOs should
not only ensurethat S& D treatment is put into practice but also that the drafting of such
an agreement or decision takes into consideration steps to implement it. Thisis based
on the experience with the implementation of several Uruguay Round agreements.
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The various means of balancing the trade agenda with the social agenda as manifested
in“non-trade concerns’, such astrade and environment, trade and labour standard etc.
are addressed in Section I11. Section IV focuses on the role of the WTO in shaping
national trade and development strategies. The workings of the WTO, the process of
participation in the multilateral trade negotiationswith emphasison therole and interest
of various stakeholders are consequently examined. The paper closes with charting a
way forward for the trading system that is adequately and effectively geared towards
poverty aleviation.

Special and Differential Treatment of Developing Countries
in the Multilateral Trading System

Special and differential treatment (S& D) in the multilateral trading system witnessed

significant changes during the Uruguay Round of negotiations. Prior to the Uruguay

Round, and especially after the Tokyo Round'sframework agreement (Differential and

More Favourable Treatment, Reciprocity and Fuller Participation of Developing

Countries, also known as Enabling Clause), S&D treatment contained the following

important el ements:

o Quantitativerestrictionsto protect infant industries and combat balance of payments
problems;

e Exemption from the obligation to offer reciprocal concessions as a condition for
benefiting on a most-favoured nation basis from concession made by developed
countries;

o Preferential market through generalised system of preferences (GSP); and

o Preferential treatment among developing countries.

The content and coverage of these elements has changed although the principles still
hold. Devel oping countries, however, were not prepared for the changes asthe Uruguay
Round launch statement contained an explicit promise of maintaining the status quo of
S& D treatment in the negotiations along the terms of the framework agreement
established in 1979 (Tokyo Round). Neverthel ess, the adoption of the Single Undertaking
changed this promise and hence changed the status quo of S&D treatment (Oyejide,
1998).

Changesin S&D treatment with respect to market access affected both the binding of
tariffs and reciprocity. Binding of tariffs became mandatory for developing countries
under the Uruguay Round. Developing countries also made significant concessions
during the Round. Changes in S&D treatment involved the inclusion of developed
countries—the use of instrumentsthat was hitherto only granted to devel oping countries
was from then on not excluded for developed countries. Moreover, while devel oping
countries were not allowed to use quantitative import restrictions, the use of these
instrumentsin textiles and as saf eguard actions was permitted for devel oped countries.

Significant changeswere al so effected in S& D treatment of devel oping countriesinthe
multilateral trading system with respect to the use of quantitative restrictions, export
subsidies, and domestic support. The agreements on technical barriers to trade and
safeguards appear to have survived the onslaught meted out to S& D treatment during
the Uruguay Round.
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Similarly, preferential market accesswasto be madeavailableto all developing countries
and not on a selective basis. In effect, at the end of the Uruguay Round and till date,
S& D treatment of developing countriesin the Uruguay Round can be classified as:

o Rightsto weaker disciplinein certain respects;

e Transitory and permanent exemption from certain rules; and

o Promises of technical and financial assistance.

A magjor change in the multilateral trading system is the participatory approach to
negotiations. Implicit in thisapproach isthat countries are expected to know and pursue
the best trade policy for their economic development. The granting of weaker discipline
as against almost no discipline in the pre-Uruguay Round isto ensure convergence in
trade liberalisation. While developing countries in most cases were granted transitory
exemption the least devel oped were granted permanent exemption from certain rules.

Country classification into devel oping and | east devel oped hasreceived some attention
in the literature. The adoption of the United Nation’s list of least developed countries
and self-declaration by developing countries has been the subject of debate. Linked to
thisare the appropriateness of the extended period and the lower rate of implementation
granted to the developing countries. The questions are: What are the factors that
determine the implementation period and rate of implementation? How consistent are
these parameters with the level of development in these countries?

Based on the fact that the administrative capacity of developing countries to fully
understand, and participate (negotiate and implement) is limited, differences in
implementation periods and threshol ds areto be complemented by technical and financial
assistance for effective participation and to address possible negative effects of the
reform. The“Ministerial Decision on Measures Concerning the Possible Negative Effects
of the Reform Programme on Least-Developed and Net Food-Importing Developing
Countries’ containstypesof food aid for addressing the envisaged problems. Meanwhile,
the promise of financial and technical assistance remains largely unimplemented. The
language of the Decision and the language of the provisions relating to concession
from the devel oped countriesto the devel oping countries areweak and lack enforceability
and thus made it impossibleto enforceimplementation. Thus, “ best endeavour” clauses
have worked against the promised technical, financial and capacity development
assistance and hence have limited the participation of developing countries in the
multilateral trading system.

Trade and Social Agenda

Purposeful and effective trade liberalisation is bound to have net positive effects on
growth and development and hence should aid poverty alleviation. Thus, while trade
liberalisation may generate losers and gainers, the gains should outweigh the losses to
generate net gains. Consequently, an appropriate redistribution mechanism should be
ingtituted. At the national level, fiscal policy becomes handy and not trade policy. The
major problemisat theinternational level (i.e. whereby agroup of countries gained and
somelost). Thereisthe need to ensure that the net gainsfrom international trade at this
level, which according to the theory and empirical evidence accrue to the developed
countries, is redistributed to the devel oping countries. There is the need to ensure that
developing countries gain from international trade.
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A pertinent question at thisjuncture isto what extent should trade policy be directed at
poverty alleviation. Focussing trade policy on poverty alleviation may be sub-optimal
astradepolicy isnot acure-all treatment. Besidesthere are better instrumentsthan trade
policy that should be used to addressissuesrelating to the poor. Viewed thisway, trade
policy should be situated within the context of overall development strategy. Thisway,
trade policy should focus on promoting trade through efficient use of resources and
fiscal policies such as tax policies, government revenue and expenditure, in general,
should aim at redistributing income, monetary and exchange rate policies to focus on
stabilization etc. Put differently, different policies are best suited for different set of
issues and they should concentrate on those issues. However, the design of the various
policies should take cognisance of other issues that are not under their jurisdiction.

A halistic approach to devel opmental policiesholdsthe acefor growth and development
of developing economies. Just theway multilateral trading system isexpanding verticaly
and horizontally (i.e. inissuesfor and depth of liberalisation), complementary policies
are required for optimal benefits from trade policy reforms especially in addressing
supply response constraints. Complementary policies are required in area of general
and trade infrastructure, market institutions, credit and financial market and in fuller
mobility of all factors of production including labour.

The emerging multilaterd trading system takes negotiationsbeyond their natural confines
to include “non-trade concerns’ some of which border on the social agenda. They are
generally seen astrade-related issues and currently they include trade the environment,
trade and labour, trade and competition, and trade and investment among others. While
theseissuesaretangential to trade, they can indirectly have significant effects ontrade.
Thus, without multilateral harmonisation and discipline onissues such asthe environment
and labour, different countries will be at liberty to set different standard with some of
them amounting to trade barriers.

At the forefront of non-trade issues in the multilateral trading system are the non-
governmental organisations (NGOs), which became prominent after the Uruguay Round.
While NGOs can be broadly classified into “conformers’, “reformers’ and “radicals’,
the major NGOsthat have been following the multilateral trading system are those that
either seek for modifications of the system (reformers) or those that advocate for weaker
or complete abolition of WTO (radicals). Table 1 providesalist of active WTO-related
NGOsand their maininterest. It should be noted that NGOs pursuing theinterest of the
producersare not prominent inthetable. Indeed, most of the NGOs arguethat the WTO
is the creation of the multinationals and hence profit maximisation at the expense of
social (including environmental and labour standards) welfare. Clearly theseissuesare
too important to be neglected. However, the question iswhat is the appropriate handle
for social agendain trade negotiations.
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Table 1: Major NGOs on WTO-related | ssues

Issues Major NGOs

Labour and human rights American Federation of Labor —

Congress of Industrial Organizations (AFL-CIO)
International Confederation of Free Trade Unions (ICFTU)
Public Citizen Global Trade Watch

Environment World Wildlife Fund (WWF)
SierraClub
Greenpeace
Friends of the Earth
Consumer Protection Consumers International (Cl)

Trans Atlantic Consumer Dialogue (TACD)
Consumer Unity & Trust Society (CUTS)

Economic Development International Centre for Trade and Sustainable
Development (ICTSD)

Christian Aid

World Development Movement

Oxfam

Third World Network (TWN)

South Centre

Source: Hoekman and K ostecki (2001)

Asthere are no specific roles for NGOs in the current dispensation and the WTO may
hold consultative and cooperative discussionswith NGOs (Article V.2 of the Marrakesh
Agreement Establishing the WTQO), NGOs may need to push for morerolesintheWTO
process or work through the national governments.

The WTO and National Trade and Development Strategies

Thereisanimportant misconception about theworkings of theWTO. In most cases, the
Organisation (especialy, the Secretariat) is equated with other Organisationsthat have
executive powers such as the World Bank and the International Monetary Fund (IMF).
The WTO is an intergovernmental organisation with the Secretariat having very little
power to takeinitiatives (Hoekman and K ostecki, 2001). Itisonly avehiclefor decision-
making among national governments. Article |11 of the Marrakesh Agreement
Establishing the WTO listed five functions of the Organisation. These are;

Facilitating the implementation and operation of the multilateral trade agreements;
Providing aforum for negotiations;

Administering dispute settlement mechanism;

Providing multilateral surveillance; and

Cooperating with the World Bank and the IMF.

The decision making process usually restswith national governmentseither asareaction
to proposal by others or as a demand for a change for the purpose of addressing trade
and developmental goals. Geneva-based negotiatorsand their counterpartsat the capitals
areusually involved in the process of negotiations. These officialsareto ensure, during
negotiations, that national trade and development strategies are promoted, or at least,
not jeopardised.
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The crux of the matter is how national trade and devel opment strategies are derived: Is
it tilted towards demand by the producers/consumers? What arethelevelsof involvement
of NGOs in the articulation of these strategies? First, devel opment strategies must be
articulated to represent the views of the different groups in the economy. The second
stage involves the role of different policies including trade policies in achieving the
developmental goals and objectives. For greater effects, NGOs should target national
policy-making process. Countries’ National Focal Points are expected to bring various
stakehol derstogether for the purpose of arriving at amutually benefiting position by all.

Since the establishment of the WTO, national trade and devel opment strategies have
come under closer scrutiny. This is because of the need to ensure transparency in the
conduct of members' tradepolicies. Trade policy review mechanism providessurveillance
on trade policy of members. The Secretariat, however, only provides the necessary
information and does not engage in seeking for redress. Thisisthe legitimate action of
themember(s) who may be negatively affected by theaction or inaction of other particular
member(s).

Some Concluding Remarks

The developing countries emerged from the Uruguay Round with the challenges of
effective participationin the multilateral trading system. Thisgraduation from“ passive”
and almost “freerider” status holds the potential for directing trade policies to address
their areas of critical need. Although the existing S& D treatment of these countrieshave
changed, thereisthe need to ensure that the promised technical and financial assistance
by the developed countries are met to enable these countries to effectively participate.
Thereisalsothe need for NGOsto help in building capacity at the national level to take
advantage of the multilateral system.

Social concerns have been tangentially taken on board partly because of the existing
WTO agreements and partly because of the approach adopted by the NGOs that are
active on trade-rel ated i ssues. Rather than concentrating onthe WTO Secretariat, NGOs
should intervenein trade policy right from the national level and possibly follow issues
up tothemultilateral level.

E. Olawale Ogunkola is Professor of Economics at the University of Ibadan, Nigeria.

110 « From Cancun to Sdo Paulo ®2d X CUTS



Bibliography

Hoekman, B.M. and M.M. Kostecki (2001) The Political Economy of the World Trading System,
Oxford University Press, Oxford

Oyegjide, T.A. (1998) “Costs and Benefits of ‘Special and Differential’ Treatment for Developing
Countries in GATT/WTO: An African Perspective”, Paper prepared for the AERC Collaborative
Research Project, “Africa and the World Trading System”, African Economic Research Consortium,
Nairobi

Winters, L.A. (2002) “Trade Policies for Poverty Alleviation” in B.M. Hoekman, A. Mattoo and P.
English (Eds.) Development, Trade and the WTO: A Handbook, The World Bank: Washington DC

#Zd X CUTS From Cancun to Sio Paulo« 111



Trade, Growth, Poverty Reduction
and Human Development:
Some Linkages and Policy Implications

Kamal Malhotra

The Relationship and Linkages

Conventional wisdom holds that the link between trade, poverty reduction and human
development isthrough economic growth. Trade can be apowerful source of economic
growth and trade liberalisation is the common policy prescription for increasing trade
flows. Thevoluminousliterature on the positive rel ationship between tradeliberalisation
and economic growth formsthe basisfor often-heard claims about the benefits of trade
openness. But that literatureis far from unequivocal. Thereis no convincing evidence
that trade liberalisation isautomatically or always associated with economic growth, let
alone poverty reduction or human development.

Indeed, aclose study of the empirical literature shows no compelling evidencethat trade
liberalisation is systematically associated with higher economic growth. So what does
the evidence reveal about the links between trade liberalisation and economic growth?
The best-known literature that claims trade liberalisation promotes higher growth has
important flaws and the problems are many and widespread. In a review of the best-
known literature (Dollar, 1992; Ben-David, 1993; Edwards, 1998; Frankel and Romer,
1999; Sachsand Warner, 1995), Rodriguez and Rodrik (2001) found major gaps between
the policy conclusions drawn and what the research actually showed. A common
shortcoming isthe misattribution of macroeconomic phenomena (overvalued currencies
or macroeconomic instability) or geographic location (in the tropical zone) to trade
policies. Theclassification of countriesas‘ open’ or ‘closed’ inthe Sachs-Warner study,
for example, is not based on actual trade policies but largely on indicators related to

* This paper was prepared for the Afro-Asian Seminar, but was not presented. The paper is based on
the findings and analysis of Part 1 (especially Chapters 1 and 3) of the UNDP co-sponsored
publication Making Global Trade Work for People (Earthscan, 2003) of which Mr. Mahotra was lead
author and coordinator. He wishes to acknowledge the substantive contribution of his co-authors and
the principal consultants of the Background Papers. The responsibility for the views expressed lie
with him alone, however, and do not necessarily reflect UNDP policy.
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exchangerate policy and location in Sub-Saharan Africa. Theauthors' classification of
countries conflates macroeconomics, geography and institutions with trade policy. The
classification is so correlated with plausible alternative explanatory variables —
macroeconomic instability, poor institutions, location in Africa—that one cannot draw
any strong inferences about the effects of openness on growth from the empirical
analysis(Rodriguez and Rodrik, 2001). Oncethese problemsare corrected, any meaningful
cross-country relationship between trade barriers and economic growth evaporates.

Moreover, cross-national comparisons reveal no systematic relationship between
countries’ average levelsof tariffsand non-tariff barriersand their subsequent economic
growth. If anything, evidence for the 1990s indicates a positive (but statistically
insignificant) relationship between tariffs and economic growth.

The experience of Viet Nam can be contrasted with a number of Sub-Saharan African
and L atin American countriesthat have either closely or literally followed the economic
orthodoxy toillustrate this. Sincethe mid-1980s Viet Nam hastaken agradual approach
to economic reform, following a two-track programme. It engages in state trading,
maintains import monopolies, retains quantitative restrictions and high tariffs (30-50
percent in a number of areas) on agricultural and industrial imports and is not yet a
member of the World Trade Organisation (WTO). Yet it has been phenomenally
successful, achieving average GDP growth of more than 6 percent a year since its
declaration of ‘doi mai’ (economic renovation) inthemid-1980s, sharply reducing poverty,
expanding trade at double-digit rates and attracting considerable foreign investment.
And despite high trade barriers, it has rapidly integrated with the global economy.

Meanwhile, anumber of Sub-Saharan Africaor Latin American WTO membersundertook
comprehensive trade liberalisation in the early to mid-1990s, slashed import tariffsto
very low levelsand removed all quantitative restrictions. Yet their economieshavegone
nowhere, their social indicators are deteriorating, and many of these countries have
made little progressin integrating with the global economy.

These contrasting experiences highlight two points. First, leadership committed to
development and supporting a coherent growth strategy counts for a lot more than
trade liberalisation — even when such a national strategy departs sharply from the
current standard view on reform (i.e. even the “enlightened” post-Washington
Consensus). Second, integration with the world economy is an outcome, not a
prerequisite, of asuccessful growth strategy. Relatively protected Viet Namisintegrating
withthe globa economy much faster than many Sub-Saharan Africanand Latin American
countries because Viet Nam is growing and they are not.

Viet Nam, PR Chinaand Indiaareall recent examplesthat empirically demonstrate this,
whilethe history of aimost all the current industrial countriesalso confirmsthis. Witha
few exceptions, they also demonstrate the empirical finding that trade liberalisation
most often follows rather than precedes sustai ned periods of national economic growth.
For example, ararely discussed fact isthat PR Chinaand India both implemented their
main trade reforms about a decade after the onset of higher economic growth.
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The example of Viet Nam also illustrates a common misdiagnosisi.e. trade outcomes
over which governments have little control are often confused with trade policies such
as tariff reductions over which governments have control. A conventional exercise
consists of classifying developing countries into ‘globalisers’ and ‘non-globalisers

based on their rates of growth in trade volumes. The analyst asks whether globalisers
(thosewith the highest rates of trade growth) have faster income growth, greater poverty
reduction and worsening incomedistribution (see Dollar and Kraay, 2000). Their answers
tend to be yes, yes and no. But as Viet Nam shows, this approach is misleading. Trade
volumes are the outcome of many things— including, most importantly, an economy’s
overall performance. They are not something that governments control directly. What
governments control aretrade policies: levelsof tariff and non-tariff barriers, membership
inthe WTO, compliance with its agreements and so on. Thereal questionis (or should
be) whether open trade policies are areliable way of generating self-sustaining growth
and poverty reduction — evidence for which isfar from convincing asjust illustrated.

Inreality, the relationship between trade openness and growth islikely to be contingent
on ahost of internal and external factors. That nearly all of today’sindustrial countries
embarked ontheir growth behind tariff barriers, and reduced protection only subsequently,
surely offers a clue. Moreover, the modern theory of endogenous growth yields an
ambiguous answer to the question of whether trade liberalisation promotes growth —
one that depends on whether the forces of comparative advantage push an economy’s
resources towards activities that generate long-run growth (e.g. conducting research
and development, expanding product diversification, upgrading product quality) or
divert them from such activities.

No country has developed successfully by turning its back on international trade and
long-term capital flows. And few have grown over long periods without experiencing an
increase in the share of foreign trade in their national product. But it isalso true that no
country has developed simply by opening itself to foreign trade and investment. The
trick has been to combinethe opportunities offered by global marketswith strategiesfor
domesticinvestment and ingtitution building, to stimul ate domestic entrepreneurs. Nearly
all the cases of successful or positive development in recent decades— East Asiasince
the 1960s, PR Chinaand Indiasincethe early 1980sand Viet Nam sincethe mid-1990s—
have this experience in common and have involved partial, gradual opening to imports
and foreign investment.

PR China and India are particularly noteworthy. Both countries are huge, have done
extremely well economically, and are now often cited as examples of what openness can
achieve. But again, the reality is more complicated. PR China and Indiaimplemented
their main trade reforms about adecade after the onset of higher growth. Moreover, their
trade restrictions remain among the highest in the world. The increase in PR China's
growth started in the late 1970s. Trade liberalisation did not start in earnest until much
later, inthe second half of the 1980s and especially in the 1990s— oncethetrend growth
rate had already increased substantially.

India sgrowth rateincreased substantially inthe early 1980s, while serioustradereform
did not start until 1991-93. Tariffswereactually higher in the higher growth period of the
1980sthan in thelow-growth 1970s.
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The real debate is not over whether integration is good or bad, but over policies and
priorities. ‘It isn't at all obvious either (1) that further external liberalisation (‘ open-
ness') is now in every country’sinterest and in all dimensions or (2) that in the over-
arching sweep of global economic history what the world now most requiresis a set of
global rulesthat promote or ease the path to greater freedom for global market actors,
and areuniversal inapplication’ (Helleiner, 2000). Therelevant questions are about the
correct sequence of policies and how much priority deep trade liberalisation should
receive early in the reform process. PR China and India suggest both the benefits of a
gradual, sequenced approach and that import and trade liberalization are not likely to be
the highest development priority, at least in the early reform period.

What Really Matters?

Despiteavoluminousliterature, very littleisknown about which kinds of trade policies
areconduciveto growth. Intheleast devel oped countries (LDCs), for example, standard
policy prescriptions over the past two decades have advocated trade liberalisation as a
way out of poverty. But thereislittle evidenceto back that claim.

According to UNCTAD’s 2002 LDC Report, there is little correlation between trade
liberalisation and poverty reduction in LDCs:; poverty appears to be increasing
unambiguously in the least developed countries with the most open and the most
closed trade regimes. But between those extremes, poverty isalsoincreasingin countries
that haveliberalised trade more. While thesefindingsdo not provethat tradeliberaisation
increases poverty, they do show that it does not automatically reduce poverty.

The least developed countries that experienced economic growth in the 1990s also
became more export oriented. But that does not mean that increased export orientation
was associated with growth: GDP per capita declined or stagnated in 8 of the 22 least
developed countrieswith increasing export orientation between 1987 and 1999. Andin
10 of these countries poverty increased. Sustained economic growth was the key to
reducing poverty in the least developed countries: 14 with rising GDP per capita saw
poverty fall. So, unless accompanied by sustained growth, greater export orientation
was not associated with reduced poverty.

On the other hand, the East Asian ‘tiger’ economies are often presented as exampl es of
countries that predominantly relied on export-led growth, where opening to the world
economy unleashed theforcesfor powerful industrial diversification and technological
advancement. But this conventional account overlooks the active role played by the
governments of the Republic of Koreaand Taiwan, province of China, (and Japan before
them) in shaping the allocation of resources and the fact that while export-orientation
was an important aspect of their overall development strategy, it was only one aspect
(not necessarily the most important) while import liberalisation was not part of their
early development strategy at all. Indeed, neither economy undertook significant import
liberalization early in the growth process. Most of their trade liberalisation occurred in
the 1980s, after high growth was aready firmly established.

Key to the success of these and other East Asian economieswas a coherent strategy of
raising the returnsto private investment through arange of policiesthat included credit
subsidies, tax incentives, education promotion, establishment of public enterprises,
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export inducements, duty-free access to inputs and capital goods and government
coordination of investment plans. Inthe Republic of Koreathe maininvestment subsidy
was the extension of credit to large business groups at negative real interest rates.
Bankswere nationalised after the military coup of 1961, giving the government exclusive
control over the alocation of investible funds in the economy. Investment was also
subsidised through the socialization of investment risk in selected sectors. Thisapproach
emerged because the government implicitly guaranteed that the state would bail out
entrepreneurs investing in ‘desirable’ activities if circumstances later threatened the
profitability of those investments. In Taiwan, province of China, investment subsidies
took the form of tax incentives.

In both South K oreaand Taiwan, public enterprises played important rolesin enhancing
the profitability of private investment by ensuring that key inputs were available for
private producers. Public enterprises accounted for a large share of manufacturing
output and investment in both economies, and their importance increased during the
critical take-off years of the 1960s. Singapore also heavily subsidised investment, but it
differed from South Korea and Taiwan in that its investment incentives focused on
foreign investors.

Although trade policies that spurred exports were a part of the arsenal of incentivesin
all the East Asian tiger economies, their role should be put in proper perspective since
many other parts of the arsenal were equally if not more important and investment and
its promation were the primary goals. To that end, the governments of the Republic of
Korea and Taiwan resorted to unorthodox strategies: they protected domestic markets
toraiseprofits, provided generous export subsidies, encouraged firmsto reverse engineer
foreign-patented products and imposed so-called trade related investment measure
(TRIM) requirements on foreign investors (when they were allowed in) such as export-
import balance requirements and domestic content requirements. Most, if not al of
these strategies are now severely restricted under WTO agreements.

Key Messages and Some Policy Implications

1. The only systematic relationship between countries’ economic growth and their
average tariffs and non-tariff restrictionsis that they dismantle trade restrictions as
they get richer. With few exceptions, today’s rich countries embarked on modern
economic growth behind protective trade barriers but now have low barriers. The
experiences of industrial and successful developing countries also provide two
other lessons. First, economic integration with the world economy isan outcome of
growth and development, not a prerequisite. Second, institutional innovations —
many of them unorthodox and requiring considerable domestic policy space and
flexibility —have been crucial for successful development strategies and outcomes.

2. Asaresult, the design of the multilateral trade regime needsto shift from onewhich
over-emphasizesamarket access perspective to one which prioritises enabling (or at
least not disabling) the domestic policy space available to developing countries to
make a range of diverse, including unorthodox, policy choices and pursue the
concomitant strategies. It should also be evaluated not on the basis of whether it
maximises the flow of goods and services but on whether trade arrangements —
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current and proposed —maximise possibilitiesfor human devel opment, especialy in
developing countries. A world trade regime friendly to human devel opment would
provide domestic policy space and give developing countries flexibility to make
institutional and other innovations. Such policy space should take precedence over
market access considerations, even as the trade regime continues to recognise that
market access can make animportant contribution to human development in specific
situations and for specific sectors and issues.

3. Animplicationisthat multilateral traderuleswill need to seek peaceful co-existence
among national practices, not harmonization, especialy if this takes the form of a
‘one-size-fits-all’ that only fitsafew powerful members.

4. There are other obvious implications for the framework of global trade governance,
not least the need to permit asymmetric rules in favour of the weakest members,
especialy theleast developed countries. In thelong run, such ruleswill be beneficial
for both developed and developing countries.

A vision for thefutureshould start with four smpleprinciplesof international trade:

e Tradeisameansto an end, not an end in itself.

e Traderuleshaveto allow for diversity in national institutions and standards.

e Countries should have the right to protect their own institutions and development
priorities.

e No country has the right to impose its institutional preferences on others.

A trade regime friendly to poverty reduction and human development is possible if
these four principles are genuinely and consistently implemented. Such atrade regime
must give governments the space to design appropriate policies and it will need to
includethefollowing elementsif it wereto serioudy take such adevel opment perspective:

Human devel opment assessments: There should be research and analysis on the human
development implications of each of the WTO agreementsin different country settings
andfor countriesat different level s of devel opment. Estimating the costs of implementing
each agreement, current and proposed, for all member nations should be part of such
assessments. A credible and independent research program established with the consent
of all WTO members should conduct the assessments. It should present theimplications
of current and proposed agreements for human development under different scenarios
of technical assistance, phased implementation and other important variables. While
not binding, the results of such aresearch program should inform the agendafor future
negotiations.

Diversity in development strategies. The trade regime is a means of serving larger
national goals and should therefore focus mainly on facilitating international trade
within the development context. All members of the multilateral trading regime are
confronted with both costs and benefits; a development friendly regime should not
systematically benefit or harm any one set of countriesor interestsover others. Thiswill
be possible only if it facilitates the development agendas of different countries and
provides the maximum policy space to enable them to design appropriate devel opment
strategies. Thiswill require atrade regime that primarily manages diversity rather than
one that unifies and harmonises national policies.
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Market access. The multilateral regime was established to facilitate a greater flow of
goods and services between countriesin apredictable, fair and rules-based manner. The
trade regime needs to ensure participation by as many countries as possible. To this
end, the participation of developing countries, including LDCs, through their accessto
developed marketswill beimportant if these countriesareto realise the gainsfrom trade
intheimmediateterm.

Asymmetricrules. “One-size-fits-all” doesnot work. Extending identical rulestoinherently
unegqual members locks weaker countries into existing unsatisfactory relationships,
which fail to address their developmental problems. Given economic and capacity
disparities, asymmetry needsto be more systematically built into theregimeasastarting
point for therules. The principlesof reciprocity and non-discrimination should be linked
to the economic capacity of countries and restricted to groups of countries at similar
levels of human development.

Reconciling asymmetric rules with market access. Market access is important for
developing countries to enable them to reach alevel of development where they can
compete on an equal basis. But it is not enough. Developing countries gain relatively
less from trade, partly because of their specialisation in relatively low value added
export activities and declining commaodity prices. They aso lack the capacity to
compensate those adversely affected by greater tradeliberalization. Devel oped countries,
by contrast, gain significantly more from trade overall, and also have more evolved
internal mechanismsto cope with the vulnerabilities of opening up. WTO rules should
reflect these differencesin capacity by allowing devel oping countriesmoreflexibility in
compliance.

A sustainable regime. An asymmetric trade regime will benefit al its membersiif its
short-term cost to particular sectorsin developed countries(in lost marketsand increased
competition from imports) are less than the general efficiency and substantive gainsit
produces in both the short and long run. Many of the costs, both in the short and long
run, can be mitigated through carefully designed economic policy packages at the
national level in both developed and developing countries. By balancing costs and
benefits, an efficient and effective multilateral regimewill provide enough incentivesfor
countries to enjoy its fruits, while reflecting the inherent and current inequalities and
different stages of development of countriesin the policy optionsit offers.

Kamal Malhotra is a Senior Adviser on Inclusive Globalisation of the UNDP Bureau for Development
Policy.
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Plenary 111
“Building and Strengthening
Capacity in Trade Policy”

Chair: Suman Bery, Director General, National Council of Applied Economic Research,
New Delhi

Speakers: Pradeep S. Mehta, Secretary General, CUTS International
David F. Luke, Trade, Debt & Globalisation Advisor, UNDP
Veena Jha, Coordinator, UNCTAD India
Rosalea Hamilton, Chief Executive Officer, Institute of Law and Economics,
Kingston, Jamaica

Dr. Suman Bery, Director Genera of the National Council of Applied Economic Research
in New Delhi wasthe Chair of thethird plenary. Mr. Pradeep S. M ehta, who presented
the paper “ Capacity Building on Trade Policy Issues’, delivered the keynote address.
He started his presentation by giving a contextual overview of capacity building. He
explained that definitions of both capacity and capacity building have differed. Diverse
phraseslike capacity devel opment, capacity strengthening, organisational strengthening
etc have been used to explain capacity building. However, the definition of capacity,
which takes into account the complexities of the South, largely remainselusive.

Mr. Mehtathen dwelled on the principles of capacity building. He argued that the term
‘building’ hasacquired adistorted connotation, implying that something from the scratch
hasto be initiated. One set of capacity may require enforcement and here the capacity
actually means augmenting the existing capacities. The above understanding of capacity
building leadsto the expectation that it would follow certain principles. Capacity building
should underpin thefollowing desirable principles: local context, continuous and ongoing
process, evolutionary and incremental |earning processes, futuristic in approach, etc.

A distinction between the traditional approach and the desired approach of capacity
building was made. In the traditional approach, the provider essentially conceivesthe
service whereas in the desired approach the service is envisaged by the beneficiary —
driven and adjusted to specific needs of the countries and public concerned. In the
traditional approach thefocusis more on market accessissuesand thereislittle concern
for implications of trade policy onthe environment, socia protection or cultural identities.
Under the desired approach trade policy issues are analysed within abroader perspective
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of economic and sustainable development. Mr. Mehta said that under the traditional
approach there is a lot of focus on the bureaucratic imperatives. Bureaucracy often
focuses more on the process than on the real substance.

Mr. Mehta reiterated that trade policy issues need to be analysed and understood
within abroader perspective of economic and sustainable development. It isimportant
to understand that trade policy isnot limited to the World Trade Organisation only. The
role of Civil Society organisationsisvery important in making theinternational trading
regime development friendly. Thereisan urgent need for stakeholdersand Civil Society
organisations to understand the implications of not just the WTO but also of other
regional and bilateral trade agreements. Thereisalso aneed to dispel misunderstandings
on trade policy issues.

Capacity building programmes have to be targeted at several levels. Thereisaneed to
sensitise the government, business chambers, members of the voluntary organisations,
academia, research organisations, and legislators. Such capacity building programmes
could be undertaken through awareness generation, specialised coursesin universities,
seminars on trade policy issues, and research.

Mr. David F. L uke, Trade, Debt & Globalisation Advisor at UNDP presented hisviews
on assessment of aid for trade capacity support in Sub-Saharan Africa. He stressed on
the need for coherence between rich country’ strade and devel opment assistance policies.
Further, he maintained that there was much scope to expand trade capacity building
support to least developed countries (LDCs) in particular and Sub-Saharan Africa
countriesingeneral. Mr. Luke declared that aid for trade capacity supportisrestricted to
avery small number of developing countries. Thereisal so concentration of aid for trade
support in just afew countries, Uganda being the only Sub-Saharan Africa country in
this category according to the WTO/OECD Second Joint Report on Trade-Related
Technica Assistanceand Capacity Building (Paris, 2003). In addition, Mr. Lukementioned
that only avery small share of aid for trade support goesto trade policy and regulation
in African and least developed countries according to the same source. The need for
coherence between trade support initiatives and a country’s level of development and
poverty reduction initiativesis also imperative.

Dr. Veena Jha, coordinator of UNCTAD-India reflected on the points raised by Mr.
Mehta. Shesaid that it isof great importancetoidentify the problematic areasthat exist
in capacity building. She further stressed the need to update | egislation and to this end
she emphasised on the building of legal skills. Dr. Jha proposed the establishment of
specialised institutions and a proper regulatory framework.

Dr. Jha drew attention towards the proposals of developing countries today, which
reflect the utilisation of capacity built over years and also awareness of the issues at
stake. She argued that in the present framework of the World Trade Organisation, a
built-in mechanism to take care of adjustment costsis missing.

Dr. Rosalea Hamilton, Chief Executive Officer of the Ingtitute of L aw and Economicsin
Jamaica started her discussion by elucidating the meaning of capacity building for
Jamaica and the Caribbean Islands. She emphasised the importance of understanding
the purpose behind capacity building. Given the history of Jamaica and the Caribbean
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Islands, capacity building on trade issues has not the purpose of achieving integration
in the world economy or greater trading capacity. Changesin the world economy have
meant that terms of integration have changed. Capacity building issues must take this
into consideration.

Dr. Hamilton was of the opinion that meaningful capacity building for Jamaicaand the
Caribbean Islands must seek to transform the inherited structure of the economy. The
focus should change from traditional import-intensive sectorsto capital-intensive sectors.
In other words, the focus must shift from trading low value-added products to trading
high value-added products.

Dr. Hamilton then proceeded to narrate the Jamai can experience where ataskforce was
established to study the impact of the Cotonou Agreement on the Caribbean countries.
This led to the establishment of a new trade policy. The new trade policy shifted its
focusfrom market accessissuesto facilitating more competitive market penetration. The
new trade policy aso focused on domestic capital formation. Dr. Hamilton concluded
that in achieving trade policy objectives, theinvolvement of Civil Society organisations
isfundamental.
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Capacity Building on Trade Policy Issues

Pradeep S Mehta

Contextual Background

Beforewedeveintothe ABC of capacity building specifically for adevelopment friendly
traderegime, it will be useful to examinethe background and context of capacity building.
Both capacity and capacity building have been defined in various ways. A review of
literature reveal sthat donorsusually employ theterm capacity building to cover severa
divergent concepts. There isarange of different phrases used by different donorslike
capacity development, capacity strengthening, organisational strengthening, institutional
growth, institutional development and so on. In some cases capacity building has been
equated with the essentia infrastructure. Some also look at not only the provision of
training and consultancies for the institutions but also for the interlocutors, as the
methodology for delivering capacity building.

A careful analysis of these definitions reveal s that the emphasisis either on the project
or oninfrastructureasthe’ object’ and planning, monitoring or eval uation asthe‘ process .
None of these definitions satisfactorily takes into account the salient identity of
institutionsin devel oping and transition countries. These are generally resource starved,
and lack political commitment and public acceptance. Asaresult, these definitionshave
largely remained inadequate to explain the multi-dimensional and complex attributes of

capacity.

Thedefinition of capacity whichisrooted in the Southern context and which takesinto
account the complexities of the Southern development context is by and large elusive.
Tandon (2002)* defined capacity from the vantage point of Southern institutions as:
“...it coversthe totality of an organised effort of an organisation to fulfil itsmission”.
This process has reinforced that three types of capacities are the most relevant for
Southern, as well as transition country institutions.

Principles of Capacity Building

In recent years there has been debate and discussion on the phrase ‘ capacity building’
itself. Some have argued to replace the world ‘building’ with ‘development’ or
‘enhancement’. To them the latter terms were coined to distinguish between the initial
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creation/building of capacity, and a larger concept, that goes further to look at the
subsequent use, updating and retention of capacity onceit isbuilt (UNDP, 2001).

It is indeed true that many a time capacity that has been created or built is not used
effectively. Therefore, proper utilization of existing capacity isasimportant asbuilding
new capacities. Theterm ‘building’ has acquired adistorted connotation, implying that
something from scratch has to be initiated. But there is hardly any situation when one
hasto begin from the scratch. One set of capacity that exists may require reinforcement
and herethe capacity actually meansaugmenting the existing capacities (Tandon, 20022).

The above understanding of capacity building leads to the expectation that it would
follow certain principles. It is suggested that capacity building should underpin the
following desirableprinciples:

1. Local context: It is essentia to build capacities related to a locally based, locally
articulated and locally originated capacity for critical reflection, learning, documentation
and dissemination. The local bodies know and understand their constituency and their
needs better than anyone else. Most of the developing and transition countries are
going through a process of economic, socia and political change. Capacity building
initiatives should be looked at in this context and related to the work they are involved
in. Therefore, interventions towards building capacity of stakeholders of trade policy
should be rooted into the changing global context aswell asthe requirements of people
who have significant stake in developmentsin the global trade regime.

2. Continuous and ongoing process. Thisview impliesthat capacity formation isan
ongoing and long- term process. Thusthe meaning of capacity may change as purposes
undergo re-statement and re-articulation. The ongoing nature of capacity building
encourages the acknowledgement of its dynamic and procedural nature as opposed to
mere events and structure.

3. Evolutionary and incremental learning process. The formation of capacity is a
learning process. A lot of thislearning isevolutionary, continuous and does not depend
on external inducements. The capacity building through an external intervention can
only be a facilitative process, which builds new or additional capacity on top of the
capacity that already existswithin.

4. Synergistictotal: Capacity building means devel opment of both individual and the
collective. It involves all individuals, systems (organisations) and resources and will
need to be pursued at different level s (individual, organi sation and sector). It isessential
to focus not only on the individuals in an organisation, but also on the organisation
itself as well as on the whole sector linked to international trade. A capacity building
initiative should have inherent human potential as its focus. The focus of capacity
building should be a combination of skill up gradation and enhancement of potentials.
Growth of individualsis key to any meaning of capacity. Building relationships with
other actors, locally, nationally, regionally as well as globally, becomes important for
effectivefunctioning and sustainableimpact. Alliances, partnerships, networks provide
the necessary platform for sharing and learning information, experiences and ideas.
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5. Futuristic in approach: Capacity building has to be in relation to a search for
relevance, identity, and clarity of rolesand perspective building. Thereisaneedforitto
bemorefuturisticinitsapproach. It isimportant to look at the future needs of the group
of stakeholders and see how best one can use different methodologies to enhance
existing capacitiesasawhole.

6. A systemic approach: Capacity building should belooked at from asystemic approach.
Thereisagrowing realization that theinstitutionsin devel oping and transition countries
are only one component of the set of actors involved in promoting an orderly
marketplace. There are other sets of actors whose capacities have to be enhanced to
strike abalance. Thiswould operationally mean building effective linkages, coalitions
and alliances between the range of economic and development actors. Thiswould also
require promoting, engaging and sustaining dialogues across all sets of actors.

Approaches to Capacity Building

In the following table wetried to draw adistinction between Traditional Approach and
Capacity Building in Technical Assistance Programmes, which are of recent currency
following the WTO DohaDeclaration deliverables.

Traditional Approach vs. Capacity Building 3
Traditional Approach

e Theserviceisessentialy conceived by the provider. Low degree of diversification
and responsiveness to the beneficiary’s particular needs
Emphasis on transferring solutions from devel oped to developing countries.
Focus on market accessissuesand little concern for implications of trade policy for
environment, social protection or cultural identity.
Beneficiaries essentially include governments and semi-public industry associations.
Programmes are mainly conceptualised as single agency servicesislittle scope for
partnership. Limited use of human resources in the recipient country.

e Serviceoffer issegmented essentially onthebasisof locationi.e. onaregional, sub-
regional or national level.

e Emphasisondiscretionary events. The provider’stime horizon islimited and follow-
up isnot fully integrated into the programme concept.

e Little attention is paid to cross-cultural differences and to psychological or social
distance between beneficiaries and providers.

e Too much administration and not enough management. Bureaucratic imperatives
are often given priority over beneficiary-orientation.

Capacity Building

e Serviceis beneficiary-driven and adjusted to specific needs of the countries and
publics concerned. Needs monitoring and programme’s responsiveness to satisfy
those needs are encouraged.

e Building capabilities, i.e. creation of local skills, relationshipsand institutions capable
of dealing with trade policy mattersin devel oping countries.

e Tradepoalicy issuesareanaysed inabroader perspective of economic and sustainable
development.
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o Beneficiaries comprise governmental agencies, private sector, academicinstitutions
and membersof civil society.

e Multi-provider serviceistruly encouraged to exploit synergies and providevalueto
the beneficiaries. Partnership withlocal institutions, and beneficiariesis encouraged.
Local human resources are used whenever possible.

e Services offered are more geography free and segmented according to the
beneficiaries’ interests, similar approachesin problem solving, scope for coalition
building, etc. Distance learning and Internet are extensively used.

o More emphasis on relationships and durable interaction. The TA programmes are
expected to develop progressively and to ‘grow like atree’.

e Cross-cultural differences are recognised and integrated into the service concept.
Teamwork isbased on trust and human partnership and involves both beneficiaries
and providers. Efforts are made to reduce cultural and social distance between
partners and participants.

e Pressure to reduce bureaucracy. Flexibility and enthusiasm are considered as
essential ingredients of the programme success. When tensions between
bureaucratic rules and common sense occur they are arbitrated in a manner that
benefitsthe overall programme objectives.

The Development of the Know-What?

As mentioned above the trade policy discourse often concentrate on market access
issuesand little concernisgiven towardstheimplications of trade policy for environment,
socia protection or cultural identity. Trade policy issues need to be analysed and
understood inabroader perspective of economic and sustainable devel opment. However,
thisisadifficult task and will require sustained and systematic efforts on the part of the
stakeholders. The WTO being a mercantilist body, it may be natural for the national
governments and their primary lobby groups, the business, to concentrate on market
accessissues. However, the civil society organisations cannot ignore the responsibility
of making thetrade regime devel opment friendly. The developmentsat Dohaand beyond
have amply shown that they indeed can do alot in this regard.

Along with the progress on trade liberalisation through the multilateral trade regime
under the WTO, countries have been liberalising their trade regime through bilateral
trade deals aswell asregional integration. However, these devel opments do not attract
the attention of the stakeholders including the civil society organisations the way the
developmentsat the WTO do. Interestingly, many such dealscall for deeper liberalisation
and integration, and hence have far reaching implications. Thusit isimportant that the
stakeholders understand not only the WTO issues but also the issuesrel ated to bilateral
or regional trade agreements.

Thereisal so much misunderstanding on trade policy issues. For example, GATSisvery
often mixed up with WB/IMF conditionalities, when utilities have to be privatised and
these are then taken over by western companies. Liberalisation without regulations has
created problemsin many countries, which very often mistakenly attributeit to GATS
WTO. Not only that GATS is often misunderstood by people, they also confuse TRIPs
with UPOV which seeks much higher commitment in certain areas. Often domestic vested
interests deliberately try to divert attention of the people by blaming the WTO for what
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may be attributed to failures of domestic governance. Globalisation and tradeliberalisation
offers both challenges and opportunities. Developing countries also need to put their
own house in order to frame appropriate policies at home to face the challenges and
seize the opportunities. This is an important area, which has been quite ignored in
capacity building activitiesso far.

The Nuts and Bolts

As noted before, capacity building on trade policy issues will require a strategic and
comprehensive approach, whilethe capacity building programmewill need to betargeted
at several levels:

o Staff of government departments/agencies at national and sub-national levels
Staff of businesses and their chambers

Staff and members of voluntary organisations, including consumer groups

Staff and members of trade unions

Staff of professional associations

Media persons

Academiaand research community

Legidators at the national and sub-national levels

The Tool Kit

Following are a few ideas through which such capacity building programmes can be
undertaken to build effective trade regimes in devel oping countries:

1. Awareness generation

a) Media: One good method of creating public awarenessisthrough mediainteraction,
advertising and publicity. Besides, publication and distribution of literature through
varioustargeted meansisalso desirable. Writing regular periodical columnscan also be
very helpful.

b) Public meetings: Well-designed public meetingswith simplereader-friendly literature,
which has demystified the complex issues, can be very effective in raising basic
awareness. Such meetings can be organised under the banner of social organisations
such as Rotary Club and Lions Club, university and college teachers associations and
so on. The meets can also be organised as sessions during other meetings in an
organisation. There are several such opportunities, such as professional association
meets, trade union and staff association meets, and even staff annual meetings.

c¢) Vehicles: It isimportant to identify araft of institutions (vehicles) that can carry out
these activities. For example, business chambers, professional associations, bar
associations, civil society organisations etc should be roped in to assist the awareness
generation programmes.

2. Specialised courses

Someuniversitiesand their economicsand law faculties need to offer specialised course
on trade policy issues. In devel oping countrieswe do not come across many universities
offering such courses for degree or under-graduate programmes. Thus trade policy
issues need to bepart and parcel of both thelaw and economicscurriculum at universities
and other institutes of higher education.
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3. Ingtitutional development

Establishing ingtitutions, particularly regulatory and enforcement bodies, while updating
legislation and simultaneously building legal skills. This will help in using the trade
agenda to enforce compliance as well identify rights and obligations in the context of
existing and potential international trade agreements.

4. Seminarson trade policy issues

The awareness on trade policy issuesin general isat an extremely low level in most of
these countries. Thusregular seminars need to be organised for all stakeholders. Another
good way forward is to organise international well-designed and structured seminars
where the relevant stakeholders are exposed to good and bad practices or successes
and failures from other countries. UNCTAD, WTO, OECD etc are aready doing such
programmes depending upon their available resources. It would be good, if more
professionally organised outfitsthat have experience of delivering trainingson economic
issues do such seminars.

5. Training workshops

Increasing resort to anti-dumping, safeguards, subsidies and countervailing measures
have resulted in these trade remedia measures providing lessremedy and moredistortion
to trade. Asthe cost of defending in DSB of WTO is quite high, the increasing use of
such trade remedial measures have put an extra burden on developing countries.
Therefore, more training workshops should be provided by intergovernmental
organisations.

6. Research

Some research is being done in countries like India, Brazil and South Africa, but it is
insufficient for the huge capacity building needs. Overall, thereisalack of researchin
the areas like impact of trade policy issues on local communities. This often leads to
articulation by stakeholders based on apprehensions or empty rhetoric rather than facts
on the ground.

7. Awareness at the sub-national level

It is extremely important to build awareness and capacity at the sub-nationa level,
especialy inlarge countrieslike India, Brazil, and South Africaetc. Many of thedecisions
taken by sub-national governments may have significant bearing on trade performance
of the country. On the other hand, many of the developmentsin the international trade
regimes need to be complemented with appropriate policies that fall in the domain of
state governments. This particularly the case when some aspects of international trade
policy regimemay have adverseimpact on some particular groupsor local communities,
the appropriate measuresfor tackling them need to betaken by sub-national governments.

8. International and regional cooperation

International cooperation isan essential element of any capacity building programmeto
provide resourcesfor coping with financial problems, training needs. In order to build a
constituency the same approach also needs to be taken at the regional level, as many
countriesareintegrating regionally.
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The Way Ahead

Many bilateral donors are providing generous funding and technical support to many
developing countries. International organisations such as UNCTAD, OECD, the World
Bank, regional banks, the Commonwealth Secretariat and other developed country
agencies are providing technical support too. All these initiatives need to be
systematised, tailored and enhanced to promote awareness and understanding on trade
policy issues in the devel oping world.

However, trade capacity building isnot valueand ideol ogy free. Hence oftenitisalleged
that these agencies pushing for aparticular type of capacity building. It may not always
be the case that they are selling a particular type of ideology. However, many experts
based in the devel oping world suffer from the syndrome, “it hasworked here quite well
and hence it is the best practice”. It is also the case that developed country based
stakehol dersvery often are not well aware of developing country redlities. To that extent
it is necessary that their capacity building is also essential. For developing countries,
financial assistance needs to be de-linked from the technical assistance component of
capacity building. What ismoreimportant isthe sharing of experiencesamong devel oping
countries themselves, i.e., south-south cooperation.

This paper may not have covered everything, which is desirable to build capacity on
trade policy issues. Furthermore, one will need to tailor the programmes according to
resource availability and priority in each country. But theimperativeisto providetailor-
made capacity building programmesin devel oping countries.

Pradeep S. Mehta is Secretary General of CUTS International.
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Endnotes

1 Tandon Rajesh (2002); Voluntary Action, Civil Society and the State; Mosaic Books, New Delhi
2 lbid.

3 Adapted from a presentation by Ricardo Meléndez-Ortiz of the International Centre for Trade and
Sustainable Development, Geneva: “Contribution to the discussion on capacity building in the
WTQO", 8 March 2001.
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Trade Capacity Support: A Note

David F. Luke

Aidfor trade, or technical and financial assistance granted by development agenciesto
improve the capacity of poor countriesto trade, has emerged asaspecialised activity in
international development assistance. Virtually all donors have extended their country
programmesontrade.r Civil society organisations have also becomeincreasingly active
on trade capacity issues among their constituencies and networks; especially on research
and advocacy on fair trade matters and pro-poor outcomes in international trade
negotiations. According to the World Trade Organisation (WTQO) and the Organisation
for Economic Co-operation and Devel opment (OECD), commitmentsfrom 39 bilateral
donors and multilateral agencies going to trade-related capacity programmes (or trade-
related technical assistance/capacity building, TRTA/CB) amounted to 4.8 percent of
total aid commitmentsin 2001-2002.2 Thiswas* on a par with the share going to population
programmes and more than the shares going to basic education, or basic health” .2 In
2002, the WTO and the OECD established a database on trade-related technical
assistance and capacity building to track commitments, activities and performancein
this area*

This note summarises the main findings from a research paper assessing recent trends
in trade capacity support in Sub-Saharan Africa (SSA).® The assessment points to the
following conclusions:

First, there is a need for coherence between rich countries’ trade and development
assistance policies. An essential aspect of thisisto get the Doha negotiations back on
track following the Cancun debacle. One of the objectives of the Doha Round is to
reduce the barriers facing SSA and other poor countriesin using trade opportunitiesto
promote their development including poverty reduction strategies. The Doha Round
holdsgreat promisefor achieving the globally agreed MDGs. But thelack of progressin
the negotiations calls into question the seriousness with which rich countries are
addressing the global deal of the Monterrey Consensus.

There is also scope to scale up trade capacity support to least developed countries
(LDCs) in particular and SSA countries in general. According to WTO/OECD data,
LDCs are receiving relatively low shares of trade capacity support in terms of both

" The views expressed in this paper are the author’s and do not purport to represent the position
of UNDP.
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volume and value, notwithstanding the efforts of key agencies such asthe International
Trade Centre (ITC), the United Nations Conference on Trade and Devel opment
(UNCTAD) and the WTO, to give priority to these countriesin their respectivetechnical
assistance programmes. Although only broad trends can be established from the
information provided by the WTO/OECD database, therelatively low level of support to
physical infrastructure and for overcoming related supply side constraintsis particularly
worrying. Yet the breadth and depth of poverty in SSA places severe constraints on
resource availability for investment in major public projects such as roads, clinics,
schools, water, sanitation, power and telecommunications, all of which arecritical tothe
processes involved in developing trade capacity.

There is evidence of concentration of aid for trade capacity support in a very small
number of devel oping countries, namely China, Indonesia, Thailand and Vietham —with
only one SSA country, Uganda, in this group. It is a bias that requires attention from
donors.

Second, there is need for coherence between trade capacity support initiatives and
country level development/poverty reduction plans. Here, leadership in exercising
ownership and direction over thepolicy processisrequired from national policy-makers.
In many SSA countries, the Poverty Reduction Strategy Paper (PRSP) isakey inputin
national development strategies and an important tool for mainstreaming trade. But
experience has shown that there has been too little trade capacity devel opment content
in PRSPs. Mainstreaming trade in these plans is proving to be an elusive objective to
realise.

Theglobal WTO/OECD dataon trade capacity support provide an additional perspective
on thisissue. The data specifically show arelatively low share of aid for trade support
going to trade policy and regulation in African and LDC countries. Trade policy is of
course central to actions required for diversification, investment etc., using national
plans/PRSPs as a planning and policy tool. Thecritical link that should be provided by
trade policy istherefore also aweak link requiring both national leadership to overcome
this problem and greater coherence between donor development assistance activities
and country level trade and development policies.

Third, regarding the activities of the major multilateral agencies concerned with trade
capacity support, the WTO in practice has concentrated on technical aspects of policy
and regulation without getting into strategic linkages between trade and devel opment
policies. Even WTO country trade policy reviewstend to take aclinical approach tothe
technical side of regulation, hardly focusing on synergies with development policies
and poverty reductionimpacts. The WTO hasbarely beeninvolvedin any credibleway
in‘mainstreaming’ trade, although it is generally accepted that its technical assistance
products are helping poor countries to meet the requirements of participating in the
multilateral trading system.

Similarly, the contributions of UNCTAD to trade capacity support in African countries
are recognised with appreciation. But this agency’s lack of field presence limits the
extent to which it can take national specificitiesinto account in the design of trade and
investment regimes and its contribution to other national policy challenges.
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For ITC, too, thereis no controversy over its prioritisation of competitiveness and the
practical value of itstechnical assistance in SSA countries. But ITC like UNCTAD is
mostly absent from the national policy process.

Country level work is, on the other hand, amajor focus of the World Bank’s operations
and activities. But experience shows that the Bank’s trade capacity support tends to be
poorly coordinated and scattered across several projects and programmes. Thisisalso
reflected in the weak trade content of most of the SSA PRSPs (and interim PRSPs) that
have emerged through aBank supported process. In addition, the Bank’swork at country
level encompasses joint advocacy — with the International Monetary Fund (IMF) — of
aggressive trade liberalisation measures, which often undercut national positions in
trade negotiation and/or reduce national policy space and choices. This further
underscores another subset problem of coherence between the Bretton Woods
institutions and the WTO.

Fourth, of the two programmes — the Integrated Framework (IF) and Joint Integrated
Technical Assistance Programme (J TAP) —established to respond to Africanand LDC
trade capacity deficiencies, thelatter isregarded as having been generally successful in
rolling out its well-focused clusters although its reach has been restricted to only eight
African countries, seven of themin SSA. There are plansto extend the second phase of
the programme to eight SSA countries. A 2002 evaluation concluded that the linkage
between trade and poverty issueswas not an explicit feature of JITAP, underscoring the
limited contribution of the collaborating agenciesin ITAP—ITC, UNCTAD and WTO
—tonational planning and policy processes. Intermsof thislimitation, thethree Geneva
agencies may be said to be PRSP “lite”.

ThelF, like JITAP, continuesto face severe problems of processincluding establishing
a solid connection with national development and poverty reduction policies and of
substance including funding limitations for much needed infrastructureimprovements.
While effortsare being made to overcomethese difficulties, it has also become clear that
the IF will not be a major funding mechanism for trade capacity support as total I1F
expenditure per participating country isnot expected to exceed US$2 million.

The inescapable conclusion from this assessment of trade capacity support to SSA
countries is that the two challenges for coherence define the critical tasks that require
adequate and appropriate responses from SSA national leaders, policy-makers and
stakeholders on the one hand and development partners on the other.

David F. Luke is Trade, Debt & Globalisation Advisor, UNDP, Southern Africa, Sub-Regional Resource
Facility.
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1 See, e.g., Australia, Trade, Development and Poverty Reduction (2002); Denmark, Trade and
Development: Tackling Poverty (2003); European Commission, Trade and Development: Assisting
Developing Countries to benefit from Trade (2002); France, French Plan for Contributing to
Trade Capacity Building (2002); New Zealand, Harnessing International trade for Development
(2003); Sweden, Trade and Development: A Coordinated Swedish Policy to Combat Poverty
(2002); UK, Trade Matters: Eliminating World Poverty (2003); USA, Building Trade Capacity in
the Developing World (2003).

2 See WTO/OECD, Second Joint WTO/OECD Report on Trade-Related Technical Assistance and
Capacity Building” (Paris and Geneva: WTO/OECD, July 2003), p.1.

3 lbid.
http://tcbdb.wto.org.

See David F. Luke, “Trade Capacity Support — Two Challenges for Coherence in Sub-Saharan
Africa’ (forthcoming, African Economic Research Consortium).

#Zd X CUTS From Cancun to Sio Paulo ¢ 133



Plenary IV

“TheRoleof UNCTAD In
Assisting National Tradeand
Development Strategies’

Chair: Sanjaya Bar u, Editor, The Financial Express, India

Speakers: Veena Jha, Coordinator, UNCTAD India
Nagesh Kumar, Director General, Research and Information
System for Non-Aligned and other Developing Countries, New Delhi
Abid Suleri, Head of Programme, Oxfam GB, Pakistan
Davis Ddamulira, Senior Researcher, SEATINI, Uganda Chapter

Mr. SanjayaBar u, Editor of the Financial Express, India, chaired this session, which had
Dr. VeenaJha, Coordinator of UNCTAD Indiaasthe keynote speaker. Dr. Jhadwelt upon
the Report of the UNCTAD Secretariat on technical cooperation for 2003. Nagesh Kumar
of Research and Information System for the Non-Aligned and Other Developing
Countries, India, Abid Suleri of Oxfam GB, Pakistan and Davis Ddamulira, Senior
Researcher, SEATINI, Uganda were the discussants for the session.

Dr. Veena Jha started her address by pointing out the growing gap between the needs
and resources of developing countries. Indeed, it took three months at the last Needs
Assessment Exercise conducted in Geneva until the governments sent their responses.
The need is growing because of the increasing commitments made at the multilateral
trading system. The challenges faced by UNCTAD so far have been manifold. One of
the most serious ones is the fact that if “needs based” many people are not be able to
articulate the actual problem and their needs. UNCTAD’s approach, Dr. Jha said, was
novel and useful sinceit makes use of local experts and organisations, instead of hiring
external consultants. In this groundwork UNDP can also help to articulate needs.
Ultimately, Dr. Jha stated, the objective of capacity building isto end marginalisation.
Moreover, it was important to make a distinction between aid for trade and aid for
development.

Dr. Jhathen proceeded to describe UNCTAD's activities and accomplishments in the
field of capacity building in trade. She began by describing one of UNCTAD’sdatabases,
the Agricultural Trade Policy Simulation Model (ATPSM), which is available on
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UNCTAD’swebsiteand offersdetail ed coverage of countries, commodities, and policies.
However, she also pointed towards the fact that even using this database is not so easy
and some capacity needs to be developed before using it. The Trade Anaysis and
Information System (TRAINS) was created in order to increase transparency in
international trading conditions. Dr. Jhaalso presented Phase 2 of the Joint ITC/UNCTAD/
WTO Integrated Technical Assistance Programme to Selected Least Developed and
Other African Countries (J' TAP). She questioned the role and capacity of national
governments in developing capacities.

Dr. Jha concluded by saying that commercial diplomacy is not about how to negotiate
but about what to negotiate. Therefore, support should be given to devel oping countries
at multilateral trade negotiationsin particular at the WTO.

Dr. Nagesh Kumar, Director Genera of the Research and Information System for Non-
Aligned and Other Developing Countries (RIS) in New Delhi, focused on Dr. Jha's
presentation and pointed out that one important area of work for UNCTAD would
involvethefacilitation of sharing of development experiencesthroughout theworld. In
theglobal era, Dr. Kumar remarked, it isfar moredifficult to support and help devel oping
countries. Moving to his favourite topic: FDI, Dr. Kumar indicated that it might not
always benefit the country: Sometimes it does, sometimes it may be harmful as well.
UNCTAD should bring out the role of investment policiesthat help development. Prior
to the WTO coming into being, national governments had enough policy space to
regulate investment. However, TRIMS has led to shrinking of this space.

Therole of Civil Society and of UNCTAD should be that of awatchdog. Although the
dispute settlement body appearsto be working, thereis asevere problem regarding the
under-implementation of commitments. Dr. Kumar then talked about how the US
government is giving subsidies to its exporters under the foreign sales corporation act.
Developed countries are preaching avery selective kind of globalisation, he said, namely
a “pick and choose globalisation”. They are al for movement of capital, but not for
movement of labour. They would preach freetradeisgood for manufacturing but not for
agriculture. Thisinturn, Dr. Kumar suggested, |eads to asymmetriesin the way things
are being implemented.

The role of UNCTAD should focus on developing proactive proposals to take to the
WTO as well as bringing out these issues and helping devel oping country expertsin
taking up research on them. The expertsin turn would devel op capacity within developing
countries. In thisregard he mentioned that UNCTAD XI might beastarting point inthis
direction.

Dr. Kumar alsoillustrated theway inwhich the US, the EU, Switzerland and otherswant
tolimit therole of UNCTAD. These countries, he said, feel that UNCTAD should only
take up capacity building and not research. The question, however, is how UNCTAD
can engage in capacity building without taking up research. If the capacity building
agendais formulated without their own research but on the research taken up by some
the developed countries —what would then be the use of such capacity building.
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There can be negative consequences for LDCs in view of dismantling of quota in
textiles. UNCTAD should help to face these challenges. Other intergovernmental
organisations like the World Bank, the International Monetary Fund and the Asian
Development Bank are also playing an important role, however, developed countries
control them all. Hence, these institutions may not be doing the right job.

Inrelationto UNCTAD XI, Dr. Abid Suleri, Head of Programme of Oxfam GB Pakistan,
gave adetailed account of the “anti-developing countries” modifications and changes
proposed by the USand the EU to the UNCTAD XI pre-conference statement proposed
by the Chair. This strong opposition to UNCTAD's efforts signifies that UNCTAD is
working and actually making a difference. However, the US and the EU are trying to
undermine and curb the role of UNCTAD in assisting the devel oping countries.

Mr. Davis Ddamulira, Senior Researcher at SEATINI (Southern and Eastern African
Trade Information Negotiations I nitiative) Uganda Chapter, emphasi sed that very often
we concentrate on what is happening at the international level but do not keep adequate
attention of what can be done at the national level.

In most Africa countries poverty reduction strategy papers (PRSPs) were drafted by
looking at tradeissues and theimpact of trade on poverty. However, the World Bank and
theInternational Monetary Fund heavily controlled the processand the areaof integrating
trade policy with national development policy waslargely ignored. How canwetherefore
reasonably expect that PRSPswill be doing theright job? The control seemstobeall in
the hand of developed countries. UNCTAD can ensure the right balance by providing
information. Mr Ddamulirathen turned to the exiting possibilities at the national level.
Most of the African countries were mainly invited to look at legitimate trade in the
PRSPs.

There should be processesthat allow integration between trade & national devel opment
policies. At the moment there was alack of coordination because of lack of coherence.
Thiscreated aviciouscircle and therewasalso alack for acommon agenda. Inthiscase
the role of UNCTAD in should be that of a coordinator. Moreover, Civil Society and
UNCTAD can both help interms of providing information.

An important point was the fact that the “New issues” are not a priority for devel oping
countries. However, alarge portion of capacity building budget was devoted to them.
AsUNCTAD XI drawscloser thereisan urgent need to refocus, Mr. Ddamuliraconcluded.
Mr. Sanjaya Bar u brought the session to a close with someinteresting and provocative
remarks. Referring to Angus M addison’s semina work: “ TheWorld Economy: A Millennial
Perspective’ he presented the changes in the structure of world income that have taken
place over the last centuries. Whereas in 1700 world income was more or less equally
divided among China, Indiaand the European Union nowadays the disparities are great.

The challenge of development for the world today isfor developed countriesto be able
to accommodate the increase in the share of world income of developing countries.

UNCTAD, Mr. Baru stated, has failed in keeping development in the centre of trade
policy debate. It has been fighting a battle at the barricades, instead of confronting the
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issues upfront. The world, he continued, has to come to terms with the fact that
development has not been at the centre of trade negotiations.

Civil Society, Mr. Baru continued, is to be accused of losing perspective. For, Civil
Society’s role lies in the field of ideas. Lately however, many of Civil Society fancy
themselves to be negotiators and have consequently not focused on the real realm of
Civil Society, the realm of ideas. This has led to catastrophic consequences, like the
inclusion of intellectual property rights into the World Trade Negotiations. “Because
we failed to argue that there is no link between TRIPs and trade”, Mr. Baru reiterated,
“by getting too obsessed with negotiations.”

UNCTAD should be aplatform for ideas. Therethe central issue followsimmediately:
What are the ideas of devel opment? To begin with, Mr. Baru stated, the structure of the
world economy is changing. And yet, institutional change will only come when the
shares of trade of the poorer countries grow. Asthe economy changes, however, itisthe
job of NGOsto change ideas.

After thediscussion Dr. Jharesponded to M r. Bar u’scomments by defending UNCTAD
and labelling them as “quite unfair”. She argued that the UN does generate ideas, not
only from its staff. Moreover, she explained that UNCTAD as an intergovernmental
mechanism is not free, but constrained.
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UNCTAD XI: An Opportunity that would be
Lost due to Bad Policies of the EU and the US

Abid Suleri

“Developing countries have made strenuous efforts at trade liberalisation under very
difficult circumstances. However, only afew developing countries have succeeded in
participating in global export growth. The share of the African countriesand LDCsin
world trade has continued to fall [...]”, proposes Paragraph 21, sub-theme three of the
UNCTAD XI pre-conferencetext. This Paragraph revealsthe bitter reality that benefits
of trade liberalisation were never shared on equitable basis and developing countries
remained at thelosing end.

With the World Trade Organisation (WTO) in continued stalemate, the opportunity to
debate alternative policiesfor agriculture and rural development has opened up within
the United Nations system. UNCTAD, the United Nations Conference on Trade and
Development, will meet June 13-18, 2004, in Sdo Paulo, Brazil, to set the organisation’s
prioritiesfor thenext four years. Established in 1964, the United Nations Conferenceon
Trade and Development (UNCTAD) aims at the development-friendly integration of
developing countries into the world economy.

Historically, UNCTAD has been the leading multilateral agency concerned with Third
World development, serving asahost for variousinternational commodity agreements
and, moregenerally, asa“think tank” for the South. In the past eight years, UNCTAD’s
mandate has been diminished by aggressive actions of the United States' and European
Union’sgovernments, including acurrent effort to further remove theissuesthat matter
most to developing and least developed countries from the heart of the agenda for
UNCTAD XI.

As a preparatory process to UNCTAD XI, the Chairman circulated a pre-conference
negotiating text on sub-theme three of the conference (Assuring development gains
from the international trading system and trade negotiations). The text envisions
strengthening UNCTAD’srolein assisting devel oping countries so that their sustainable
development objectives are accomplished though international trade. However, the
responses of the EU and the US on this pre-conferencetext are horrifying and it appears
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that they are literally backing out from what they committed to in the Doha Work
Programmeduring the WTO DohaMinisterial.

It seems that the US and EU governments would not let UNCTAD or any other
organisation work in favour of developing countries. The EU and the US havetried to
turn UNCTAD into a vestigial organ through their counterproposals. For instance;
Paragraph 115 of Chairman’stext while discussing UNCTAD’s contribution in assuring
development gains from the international trading system reads “UNCTAD should
contribute to the analysis of the linkages between trade and trade related interests of
developing countries, with special focuson financia flowsand debt relief”. The US, the
EU, and Switzerland have proposed del etion of Paragraph 115 from the Chairman’stext.
In other wordsthey do not want UNCTAD to carry out any analysisthat may assurethe
linkage between trade and devel opment for developing countries.

UNCTAD started aBIOTRADE Initiative in 1996 that aimed at stimulating trade and
investment in biological resourcesto promote sustainable development in line with the
three objectives of the Convention on Biological Diversity: (a) conservation of biological
diversity; (b) sustainable use of its components; and (c) fair and equitable sharing of the
proposes benefits arising from the utilization of genetic resources. The Chairman
mentioned that UNCTAD *“should strengthen work on the BIOTRADE initiative” in
Paragraph 113 of the pre-conferencetext. However, the USisnot happy with UNCTAD’s
ambitions to support work in this area and has proposed that this phrase should be
deleted from Paragraph 113.

TheUSalso proposesto del ete Paragraph 112 which saysthat UNCTAD should continue
to serve as aforum for clarifying issues related to investment, competition policy and
trade facilitation (three of the Singapore issues) with a view to understanding their
development dimensions. The US knows that these issues may not have any
development dimension and thisis precisely the reason that |ed devel oping countriesto
firmly say “no” to Singapore issues during the Cancin Ministerial.

Through Paragraph 102 of the Chairman’s text, it is proposed that UNCTAD should
establish some benchmarksto assess how effectively devel oping countries are deriving
an equitable share of benefitsfrom theinternational trading system. The US has proposed
to delete this Paragraph too. Such benchmarks, if established, would obviously reveal
the truth, that developing countries are not able to get an equitable share from the
benefits of theinternational trading system. Thiswould harm theinterests of the USled
World Bank that prescribes trade liberalisation for everything that goes wrong in
developing countries.

Moreover, the US and the EU havewarned UNCTAD to stay in limitsand have proposed
that it should clarify its division of work for trade-related technical assistance with the
WTO and the International Trade Centre (ITC) in response to Paragraph 100 of the
Chairman’stext where UNCTAD isasked to continue monitor and assesstheinternational
trading system, relating to issues concerning developing countries and help capacity
building under the DohaWork Programme.
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Under “Policy Response and UNCTAD'’s Contribution”, the Chairman’stext proposes

various measures by which UNCTAD may support policy reformsin the international

trading system. However, the EU and the US have proposed to delete all-important

Paragraphs, thus trying to turn UNCTAD into a non-functional organisation. The US

has proposed deletion of

e Paragraph 81: talks of meaningful agricultural reform and phasing out of export
subsidies and special and differential treatments for devel oping countries.

e Paragraph 82: talks of providing some adjustment support to developing countries
that would be adversely affected by textile quota elimination.

e Paragraph 95: stresses upon having appropriate debt-relief measuresfor developing
countries.

Hereit is pertinent to mention that the EU has proposed that in Paragraph 82, negative
conseguences for some LDCs of phasing out of textile quota should be recognised but
no compensation should be paid to the affected.

Similarly the EU has proposed to delete Paragraph 92 that says, “International
discussions and negotiations on trade and environment should be guided by a
development oriented approach so that developing countries can expand exports’.
Whereas the US has proposed the deletion of the last phrasein this Paragraph, i.e., “so
that developing countries can expand exports’. Isit not sufficient to confirm that the
US' and EU’sgovernmentswere never sincere with the Doha Development Programme
—they do not want any expansion of developing countries’ exports.

The story does not finish here asboth the EU and US have proposed to del ete Paragraph
97 which demandsthat “ Theinternational community should put in placethe necessary
policy instruments and support measuresto complement national efforts of devel oping
countriesto foster, protect and promote creative industries and traditional knowledge of
developing countries’. Here it is pertinent to mention that traditional knowledge of
developing countries is aready vulnerable to piracy under the new Agreement on
Trade-related Intellectual Property Rights (TRIPs) regime.

The EU’'sand US' objections are not limited to UNCTAD's future role, but they have
also strongly objected the policy analysis carried out by UNCTAD and have proposed
deletion of someimportant anal ytical recommendationsthat can protect theinterests of
developing countries. Let us have a flavour of what EU and US are proposing in this
regard.

Paragraph 5 of the pre-conference text talks of “ Adverse effects of secular decline and
instability of world commodity prices on developing countries particularly LDCs and
African countries. USin its counterproposal stroke out “LDCs and African countries’
and proposed to replace it with “economies that are not diversified”. Why is the US
Trade Representative shy about admitting the fact that Africanand LDC’ economiesare
vulnerable under US/EC led international trading system?

Paragraph 20 of the draft text recognises that trade policies can serve as an important
development instrument, but have to be consistent with national development goals.
Ironically the EU has proposed to delete the phrase “ but they have to be consistent with
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national development goals’. In other words, the EU would like to dictate the type of
trade policies that suits its own agenda, irrespective of the fact whether those policies
are consistent with national development goalsare not. Thishasalready been happening
for thelast 60 years through the EU led International Monetary Fund (IMF). Let us say
good-bye to millennium development goals and good-bye to national sovereignty.

As already stated at the beginning, Paragraph 21 of the original draft very rightly
recognisesthat devel oping countries have made strenuous efforts at trade liberalisation
under very difficult circumstances. However, only a few developing countries have
succeeded in participating in global export growth. It also recognises that the share of
the African countries and LDCs in world trade has decreased.

The US and Canada feel that “not all developing countries” have made strenuous
effortsat tradeliberalisation under difficult circumstances and have proposed to qualify
developing countries with “Many developing ...”. The most disturbing thing is the
US'sshamel ess attitude towards realising the miseries of LDCsand African countries. It
proposesto replace the phrase “the share of African countriesand LDCsinworld trade
has continued to fall” with the following sentence, “ Challenge remains to increase the
participation of awider number of developing countriesin global export growth”.

TheUSalso proposesto del ete Paragraphs 22, 23, 24, 25, 26, 27, 28, 86, and 88 from the
Chairman’stext. Paragraph 22 stressesthat specific concernsand interest of developing
countries on the Doha Work Programme deserve specia consideration. Paragraph 23
recognises that trade in agriculture has important implications for the sustainable
development and food security of three fourths of the world” poor living in the rural
areas of developing countries. It demands that trade distorting practices in devel oped
countries (domestic/export subsidies, tariff peaks, etc) should be reformed. Here it is
pertinent to mention that Australiaand the EU feel sthat theseissues are being discussed
in the context of the WTO agricultural negotiation and UNCTAD XI should therefore
not touch them.

Paragraph 24 discusses“ModelV of GATS’ anditsimportancefor devel oping countries.
The US has proposed to del ete this Paragraph, whereasthe EU proposesthat movement
of natural personsunder Mode 1V isnot economically important for devel oping countries.

Paragraph 25 recognises technical barriersto trade (TBT), sanitary and phytosanitary
(SPS) measures, and antidumping measures are market entry barriers for developing
countries. The US has proposed to del ete the whole Paragraph — Whereas the EU has
dilutedit by replacing “face market-entry barriers’ with “ may affect market entry”.

The US also proposes to delete Paragraph 26, which recognises that the cost of
implementation of multilateral trading agreements and TRIPs, TRIMs, TBT, SPS, and
DSB, arehard to bear for devel oping countries. EU iskind enough by not proposing the
deletion of the whole Paragraph but has revealed itsintentions by proposing that “ hard
to bear” should be replaced with “costs can be high”.

Paragraphs 27 and 86 of the Chairman’s text talks of strengthening and making more
precise special and differential treatment (S& DT) according to the Doha Devel opment
Agenda. The US and Norway want to delete the whole Paragraph, whereas the EU
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emphasizesthat S& DT should be used on atemporary basisonly. Thisisindeed backing
out of their Doha commitments on the part of the EU and the US.

Paragraph 28 talks of difficultiesfaced by developing countriesin fulfilling the“ extensive
market accesscommitments’ made by them at thetime of accessiontothe WTO; whereas
Paragraph 88 recommends that obligations at the time of accession should be rational
and according to the development level of the member countries. The US proposes to
delete both Paragraphs, whereas the EU proposed that not al but some developing
countriesfind it hard to fulfil the market access commitments.

The abovementioned facts make it very clear that the EU and the US would not et
developing countries take advantage of UNCTAD’s recommendations. They have felt
that UNCTAD is turning into a more developing country friendly organisation. They
thereforewould liketo dominate UNCTAD’ working and bringintheir own agenda. Itis
sad to note the southern states are till not as proactive as they should have been to
rescue UNCTAD from US/EU influence. UNCTAD is an inter-government body and
only member countries can determineitsfuture agenda. Although Chinaand G-77 have
tabled some counterproposal s, many devel oping countriessuch asndia, Brazil, Pakistan,
South Africaetc., (which are very activein the WTO and are defending the interests of
developing nations) have not tabled any proposal to counter EU/US' anti-developing
countries intentions. UNCTAD XI can be an important milestone in the history of the
international trading system and developing countries should take it very seriougly.

Dr. Abid Suleri is Head of Programme, Oxfam GB, Pakistan Programme and Visiting Fellow at
Sustainable Development Policy Institute, |slamabad.
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The Role of UNCTAD in Assisting National
Trade and Development Strategies

Jane S. Nalunga and Davis Ddamulira

The UNCTAD Mandate

Theformation of the United Nations Conference on Trade and Devel opment (UNCTAD)
in 1964 came at atime when a more comprehensive concept of international trade and
development in the form of the International Trading Organisation (ITO) failed to
materialise. When a more rules-based institution for trade liberation, the General
Agreement on Tariffs and Trade (GATT) — and later the WTO — was formed it was
necessary to have an international body, which would focus on devel opment concerns
in relation to the existing trade rules and obligations. To a certain extent thisled to the
formation of UNCTAD as an international body under the United Nations with the
mandate of providing technical assistance including capacity building to developing
countriesto allow them integrate meaningfully into the world economy. In brief, most
developing countries looked upon UNCTAD to provide a counterbalancing and
complementary forceto therules-based GATT/WTO, which are mostly concerned with
trade liberalisation and less with its social and devel opment dimensions.

UNCTAD asthe principal organ of the UN General Assembly was therefore given the
main task of being the focal point withinthe UN system to deal with the comprehensive
treatment of trade and devel opment and other interrel ated areas of finance, technol ogy,
investment, and sustainable development. In these recent years we have also seen
UNCTAD committing itself to theimplementation of the outcomes of global conferences
likethe Third UN Conference onthe L east Devel oped Countries (L DCs), the Millennium
Declaration, the Monterrey Consensus, the World Summit on Sustainable Devel opment
and the DohaWork Programme.

Since its inception, UNCTAD has tried to fulfil its mandate, which in a way has also
involved adapting to new demands from developing countries. Through research and
policy analysis, UNCTAD has been ableto provide relevant information to devel oping
countries for them to back up their positions in various fora. In addition, several
developing countries have also benefited from programmes like the Joint Integrated
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Technical Assistance Programme (JITAP), which was mainly supported by WTO,
UNCTAD and International Trade Centre (ITC) and the recently launched Integrated
Framework (1F). These programmes have hel ped some devel oping countriesto increase
their exports and to effectively participate in multilateral trading systems especially
trade negotiations under the WTO.

Today, it is widely acknowledged that in order to make trade work for LDCs and
developing countriesin general intermsof contributing to the growth of their economies
as well as improving people's livelihoods, there is a need to mainstream trade into
development strategies and to move devel opment to the centre stage of national trade
policy formulation.

Mainstreaming tradein their national development strategies has not been an easy task
for many LDCs. Infact, for many of them, success hasbeen so far elusive. Many LDCs
are using Poverty Reduction Strategy Papers (PRSPs) as their comprehensive national
development strategy. The process of developing PRSPsis also considered to be more
participatory and country-owned sinceit involves consultations of different stakeholders
on poverty dimensionsaswell as setting targets and policy optionsfor reducing poverty
levels—in reality PRSPs are a blue print of national development strategy. However,
PRSPs have not addressed critical concerns of trade and development interms of policy
flexibility and in amore comprehensiveway as seeninthenine African countriest where
trade was marginally considered. The PRSPs have many negative featuresthat militate
against their usefulness. They emphasize policy options that were embedded in the
Structural Adjustment Programmes (SAPs). PRSPsare also subjected to critical scrutiny
by the World Bank (WB) and the I nternational Monetary Fund (IMF) and leavetherefore
minimal policy space and optionsfor countries that might consider certain aspects and
toolsin balancing their trade and devel opment concerns. |n addition, they areused asa
conditionality for lending from World Bank’s International Development Association
(IDA) funds, IMF s Poverty Reduction and Growth Facility (PRGF), bilateral donorsaid
and debt relief.

At themoment some L DCs, for example Uganda, do not have acomprehensive national
trade policy. A national trade policy is imperative if a country is to negotiate in the
variousforafrom apoint of knowledge and strength. At the national level, trade matters
are also scattered in a number of ministriesi.e. the Ministry of Finance, Planning and
Economic Development, the President’ s office and al soin anumber of semi-independent
donor projects. More often than not the coordination among these different institutions
isnonexistent. Thus, even when it comesto negotiationsat different foraand of different
agreements, for instancethe WTO, the Everything But Arms Proposal (EBA), Cotonou
Agreement, African Growth and Opportunity Act (AGOA), thereislimited coordination,
which makesit difficult for the country to benefit from these negotiations.

In commenting onthislack of capacity at the national level ascompared to the multilateral
level, UNCTAD's Secretary General Mr. Ricupero, while speaking to the Trade and
Development Board in Genevain 2003 summarised it thus: “ Perhapstoo much attention
has been paid to trade negotiations, and not enough to the supply-side response”. Mr.
Ricupero’sobservation is correct; thereisan urgent need to put some more effort at the
national level, not only to look at the link between the national and international
dimensions of trade and devel opment but to go further and analyse the linkage between
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trade and poverty; trade and gender; trade and HIV/Aids; and trade and environment.
These linkages will ensure that trade is not an end in itself but a means to sustainable
development. In concentrating on the national level, UNCTAD should help developing
countries to develop their internal and regional markets and use this as a springboard
for international trade. The assumption that theway to prosperity for developing countries
isthrough full integration into the world economy has been discredited by the growing
marginalisation of devel oping countries, decreasing economic prosperity, environmental
degradation, and food insecurity among other things.

UNCTAD’s Role

Thereisaneed for arevitalised UNCTAD to be ableto do al this demanding work. It
requires country specific programmes and focus which can be overwhelming for
UNCTAD. What can be doneisto encourage South—South collaboration given the fact
that some problemsfaced by LDCsaresimilar. It will beakind of mentoring programmes.
The issue of revitalising UNCTAD and enabling it to take on these ever increasing
challenges should be discussed in S0 Paulo. UNCTAD should also help developing
countries to have policy space in order to put in place not only country owned trade
policies but also to implement a number of trade policies geared towards sustainable
development. Governments should have the sovereign right and duty to regulate the
market intheinterests of their people. They may wishto cede adegree of sovereignty in
order to achieve international legislation and regulation through organisations like the
WTO but they should not be forced to do so. Without the policy space, even the good
analytical work done by UNCTAD and the various policy options offered will have
limited impact. At the moment, policy space to do this is greatly limited by the
conditionalitiesfrom IMF/WB. Most often than not even the capacity building offered
has too many strings attached to be of any benefit to the developing countries.

Thefailure of theIMF/WB economic and financial policy conditionalitiesi.e. Structural
Adjustment Programmes (SAPs), unregulated capital flows, liberalisation of capital
accounts and the collapse of thethird and fifth WTO conferencesin Seattle and Canclin
have brought into question the credibility and role of these institutions and the need to
democratisetheglobal financial and trade rule making. Unlessthis democratic deficit at
the global level is addressed the developing countries will find it extremely difficult to
use trade as a tool for development at the national level. The policies arrived at the
global level by thethreeinstitutions determinesthe nature of the trade and devel opment
policies at the national level. Therefore at the global level, these policies have to be
democratically arrived at. Although anumber of developed countries have been opposed
to UNCTAD'’s expansion into “areas outside of UNCTAD's trade and devel opment
mandate [including] the reform of theinternational financial architecture’?, UNCTAD
must take the lead in challenging the WTO, IMF/WB as sole arbiters of trade, finance
and investment issues. Thismeansthat UNCTAD should go beyond being adiscussion
forum to a body with power and clout in determining issues of trade, finance and
development.

Theinvolvement of civil society and the Membersof parliamentisvery critical to ensure
that thereisacritical mass of stakeholdersto push forward the policy recommendations
by UNCTAD. The civil society and members of Parliament must be assisted, through
well-targeted capacity building activities, to effectively participate in the development

#Zd X CUTS From Cancun to Sio Paulo 145



process. There should also be space for them to participate and to be heard. Therefore
room for dialogue among the key stakeholdersi.e. the civil society; private sector and
government must be created. The civil society today is a force to be reckoned with in
issues of trade and development as evidenced by their effective participation in the
WTO trade negotiations. Therefore civil society can bring to these debates informed
ideasand viable poalicy optionsgiven thefact that they work with the people at the grass
root level.

Targeting the needs of recipient countries: Today, Africa, aswell asthe Caribbean and
pacific countriesare embroiled in regional integration processes. These processes have
been complicated by the Economic partnership Agreement (EPA) negotiations between
the ACP countries and the European Union(EU) and the EU. The regional integration
processes and the EPA negotiations have far reaching implications on the national
economies and the peoples livelihoods. This is one area that UNCTAD should assist
ACP countries with independent analytical information to back up their negotiating
positions. The regional integration aspect should also be built into each country’s
national and development strategies and policies.

Challenges

Thereareanumber of challengesfacing UNCTAD if itistoassist LDCsintheir national
trade and development strategies:

1 LinkagewithWTO, IMF, and WB: Thislinkage and collaboration isadouble-edged
knife as on the one hand it is an advantage, as the co-existence of agencies is
needed to attain abal anced and comprehensivetrade, economic and financial system.
Yet onthe other hand their interestsare mainly in growth not development. Thereis
also a discernable shift of powers from the UN agencies such as UNCTAD to the
WTO, IMA and WB. Thisismoreclearly seen at the national level where MF/WB
isplaying akey role asfar asdetermining acountry’snational policies. Increasingly,
socia and devel opment dimensions are being | eft out or just appended to economic
and trade policymaking. UNCTAD isthereforefacing amammoth task of reclaiming
its place in the sun at the national level and in the collaborative ventures with the
Bretton Woods institutionWTO.

2. Theincreasingroleof thedonorsin determining the programs pursued by UNCTAD:
Increasingly some Northern governmentsaretrying to restrict UNCTAD’swork to
only technical aidto LDCs. Thiswill effectively limit the usefulnessof UNCTAD, as
implementing policies decided el sewhereis counterproductive. On thisissue, while
commenting on UNCTAD’s Post-DohaUS$ 17.5 million Technical Assistance Plan,
Chandrakant Patel® points out the following “ Project budget isdesigned in aflexible
manner to allow donors to finance one type of activity for several windows, one
activity for all windowsor all activitiesfor onewindow” isto effectively givedonors
such latitude in picking and choosing areas they wish to fund; hence UNCTAD
ceding decisions on priority setting to the donors; who would support programmes
that cater to their own priorities and objectives. To drive this point home, Patel
points out that the “Plan” allocated almost 50 percent to asingleissue, investment,
and this share rises to 60 percent if competition policy and trade facilitation are
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added to the investment budget. Yet these are issues that are not of great interest to
LDCsand to many developing countries.

These challengeswill greatly affect theway UNCTAD will repositionitself totake care
of the ever increase demand for its services from devel oping countries.

In conclusion, therole of UNCTAD to take care of the development and social dimension
and to act as a complimentary and counterbalancing force is now even moreimportant
than ever before given therelentlessdrivefor liberalisation, privatisation, deregulation;
and the many agreements being negotiated. By focusing on trade within the context of
national development strategies, UNCTAD XI will enable UNCTAD to go beyond the
“positiveagenda’ of enhance the capacity of developing countriesin WTO negotiations
by assisting L DCsto make trade becomes atool for development.

Jane S. Nalunga is Country Director of SEATINI Uganda. Davis Ddamulira is Senior Research
Associate at SEATINI Uganda.
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Endnotes
1 Mozambique, Maawi, Zambia, Tanzania, Kenya, Rwanda, Uganda, Ghana and Burkina Faso.
2 Remarks by Ambassador George E. Moose at UNCTAD Trade and Development Board

(1998). High level meeting on the mid-term review.
3 Chandrakant Patel: UNCTAD'’s Technical Assistance Plan: A critique.
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Workshop ||

Chair: Mirette F. Mabrouk, Publishing Director, IBA Media Group, Cairo, Egypt

Speakers: Chebet Maikut, President, Uganda National Farmers Federation
Navin Dahal, Research Director, SAWTEE, Kathmandu, Nepal
Shuaihua Cheng, PhD Section Chief, Development Research Center, Shanghai
Municipal Government

MissMirette F. Mabrouk, Publishing Director of IBA Media Group in Cairo, Egypt,
chaired the second workshop. Mr. Chebet Maikut, President of the Uganda National
Farmers Federation portrayed the impact of the World Trade Organisation on Ugandan
farmers. The problems of Ugandan farmers are markets, he stated. It is important, he
added, for farmers not only to produce for stomachs but also for markets.

A short background of Uganda was given — Situated in East African its economy is
mainly agricultural, with 80 percent of the workforce employed in this sector which
generates42 percent of Ugandal s GDP. Sustainable agricultureisthereforevery important.
Uganda rates of universal primary education lie at 60 percent. Although a founding
member of the WTO it has so far failed to benefit from any possible that should have
accrued. This, Mr. Maikut said, was probably due to the extremely vague language of
the Agreement on Agriculture (AoA).

Uganda produces sugar. However, it is difficult to export to the EU market because of
protectionism in the form of high tariffs and subsidies. Uganda also produces coffee
and tobacco. All these products, however, do not undergo a value addition process.
The World Bank and the International Monetary Fund have repeatedly instructed the
country to follow structural adjustment policies. Mr. Maikut stated that although the
EU’sEverything But Arms(EBA) Programmeand the USA’s African Growth Opportunities
Act (AGOA) were good initiatives, ultimately, because of non-tariff barriers, they do not
help. Moreover, the scale of dumping has devastating impact on Uganda’'s 9mn farm
households. Aid, Mr. Maikut declared, has not been a solution. Regarding non-trade
issues Mr. Maikut said that these should not beraised, since “it islike asking to choose
between the left and the right hand — both hands are important”.

Paradoxically, despite being based in Kampala, the World Food Programme had not
contributed to the improvement of the Ugandan farmers situations, sinceit did not buy
from them. Effectively they buy from outside and supply in Ugandan markets and this
deflates Ugandan prices.
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Thefailurein Cancun, Mr. Maikut said, has been ablessing in disguise. The challenge
now lied in getting the best out of the worst scenario. Agriculture is a service to
community and all weak and poor farming communities deserve respect. There was a
pressing need for increased South-South trade and for greater coherencein trade policy.
Therole of Civil Society wasto promote and enhance capacity building.

Mr. Navin Dahal, Research Director at the South AsiaWatch on Trade, Economicsand
Environment (SAWTEE) spoke on the role of Civil Society organisations in Nepal’s
Accession to the WTO. Nepal, herevealed, lacks an institutional mechanism to ensure
civil society organisations' (CSOs) participation in trade policymaking. The extent of
CSOs' participation is largely dependent on the attitude of responsible government
officials. Up to the year 2000, the government followed a non-inclusive approach and
did not include CSOsin trade policymaking and the WTO accession process. SAWTEE
and Action Aid Nepal haveworked extensively on WTO issuesand won thegovernment’s
confidence. In 2001 anew minister, secretary and head of WTO division arrived at the
Ministry of Industries, Commerceand Supplies(MOICS). The new officialsweremore
receptive to CSOs participation in WTO issues. This was reflected in their request to
SAWTEE and other CSOsto prepare alist of sensitive products, proposed bound tariff
andjustification for Nepal’srefusal to join the International Union for the Protection of
New Varieties of Plants (UPOV) prior to aworking party meeting. The government used
the recommendations and papers submitted by the CSOs to defend its position in the
working party meeting. CSOs also suggested the government to enact a Competition
Law, providefor farmers' rightswhileformulating the Plant Variety Protection Bill, and
not to amend the Industrial Property Act until the expiry of the transition period. At
present a good relationship exists between the government and CSOs. SAWTEE and
MOICS are at present jointly implementing a project on “ Competition Education and
Advocacy”. Mr. Dahal concluded that this relationship, however cordial, is based on
the positiveattitude of the concerned government officialsin MOICS. CSOs' participation
intrade policymaking will therefore remain precarious until aformal mechanismisputin
place.

Dr. Shuaihua Cheng, PhD Section Chief at the Development Research Center, Shangha
Municipa Government, presented his paper “Bringing Proper Order toaBig Country is
Like Cooking a Small Fish”, which deals with China’'s WTO accession. The most
significant change had come about in the attitude of consumers and markets. Dr. Cheng
summed China’slessons up by saying that signing an agreement by itself meansnothing,
unless direct action is taken. Nevertheless, WTO accession had been a fundamental
element in China’s“societal evolution”. Dr. Cheng also remarked that it is necessary to
implement global policies at the national but also at the local levels, to provide much-
needed coherence. Lastly, he argued that concessions are not necessarily losses, but
stepstowards devel opment. Thearguably high pricethat Chinapaid for WTO accession
will payoff in due course.

A lively discussion followed thisworkshop, with Professor L ehmann pointing out that
Chinais not asmall fish but many whales put together. Dr. Cheng responded that the
WTO isanecessary choicefor devel oping countries, including China. However, he said
that Chinahas decided on economic reformsand the WTQ isonly an external motivation.
Mr. Maikut remarked that Ugandaisnot only dependent on AGOA or EBA but also on
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COMESA. He dso said that Uganda has decided to be conscious and that developing
countriesin general have adopted achamel eon approach. Inwrapping up MissM abr ouk
observed that developing countries might be economically disadvantaged, however,
the human capital isthere.
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LDCs Accession to the WTO:
Learning from the Cases of
Nepal, Cambodia and Vanuatu

Ratnakar Adhikari and Navin Dahal

Introduction

Nepa and Cambodiawere offered membership of the World Trade Organisation (WTO)
during the fifth Ministerial held in Cancln in September 2003. They are the only two
least developed countries (LDCs) that have been offered WTO membership through the
accession process.

Theaccession procedure of the WTO isonerousfor L DCslacking the necessary human
resources and technical capabilities. Realising this difficulty, member countries have
agreedtofacilitateand accelerate LDCs' accession. Paragraph 42 of the DohaDeclaration
states” ... Accession of LDCsremainsapriority for the Membership. We agree to work
tofacilitate and accel erate negotiations with acceding LDCs. Weinstruct the Secretariat
to reflect the priority we attach to LDCs' accessions in the annual plans for technical
assistance...” Not only have member countries agreed to facilitate and simplify the
accession process for LDCs, they have also agreed to look into other issues such as
market access and technical assistance.

This paper attempts survey the accession processes of Nepal, Cambodia and Vanuatu
and analyses whether they received special consideration as promised.
Recommendations on how the L DCs can be “ given what they were promised” aregiven
at the end of the paper.

Accession Process

The WTO rules governing accession are dealt with under Article X1 of the Marrakesh
Agreement Establishing the WTO. Asper thisArticle, “ Any State or separate customs
territory possessing full autonomy in the conduct of itsexternal commercial relations or
for the other mattersprovided for in this Agreement and the Multilateral Trade Agreement
may accede to this Agreement, on termsto be agreed between it and the WTO".
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ArticleXI1, however, isnot very helpful and givesno guidance, as L anoszka (2001) puts
it: “Article X11 does not stipul ate any membership criteria, and this signals perhapsthe
most problematic legal aspect of the accession process... No guidance is given on the
‘terms to be agreed’, these being | eft to the negotiations between the WTO Members
and the Candidate. Furthermore, Article XI1 does not identify any concrete steps, nor
does it provide any advice when it comes to the procedures to be used for negotiating
the terms of accession” .

Since the WTO is an intergovernmental organisation, with no authority to negotiate
accession agreement with applicants, it is the member countries that dictate the terms
and conditions for such entry.? The provision of the above-mentioned Articleis being
interpreted by the developed member countries as providing them Carte Blanche to
impose unreasonabl e conditions (often known as“WTO plus’ conditions) on acceding
countries. For all practical purposes, the accession process has become akin to obtaining
the membership to agolf club where existing members decide the terms and conditions.
Those memberswho agree to comply with the requirementswill be admitted to theclub
and those who cannot do so, will never be admitted at all!®

The WTO accession process can be divided into three phases. In the first stage, a
country wishing to become amember of the WTO submitsan application to the General
Council of the WTO. The General Council establishesaWorking Party of all interested
WTO members. The applicant then submitsto the Working Party adetailed memorandum
on its foreign trade regime, describing, among other things, its economy, economic
policies, domestic and international trade regulations, and intellectual property policies.
In the next stage the Working Party members submit written questions to the applicant
to clarify aspectsof itsforeign trade regime. After al necessary background information
has been acquired; the Working Party begins meetingsto focus onissues of discrepancy
between the applicant’s international and domestic trade policies and laws and WTO
rules. Thefinal stage of the accession process consists of seriesof bilateral negotiations
between the applicant and WTO members. When the bilatera talks conclude, the Working
Party sends an accession package, which includes a summary of all Working Party
meetings and the Protocol of Accession to the General Council or the Ministerial
Conference. Once the General Council or the Ministerial approves of the terms of
accession, the applicant must accept the protocol of accession. Thirty days after the
applicant acceptsthe protocol of accession it becomes an official member of the WTO.

Nepal

Nepal formally applied for General Agreement on Tariffsand Trade (GATT) membership
in May 1989. However, Nepal's accession process was suspended after the GATT was
transformed into the WTO in 1995. Subsequently, its observer statusto the GATT was
transferred to the WTQO in December 1995 and aWorking Party was al so established on
the same date. Nepal submitted its Memorandum of Foreign Trade Regime (MFTR) in
1998 describing among other things, its economy, economic policies, domestic and
international trade regulations, and intellectual property policies. The queries and
complaints from Working Party members were compiled by the WTO Secretariat and
were forwarded to Nepal in January 1999. There were altogether 365 questions, 24 on
economy, economic policies and foreign trade, 178 on the framework for making and
enforcing policiesaffecting foreign tradein goods and services, 114 on thetrade-rel ated
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intellectua property rightsregime and 48 ontrade-rel ated serviceregime. Nepal responded
to these queriesin 1999 and 2000.

Thefirst meeting of the Working Party washeld on 22 May 2000 at the WTO Secretariat in
Geneva. After this meeting, the WTO forwarded additional questions that were raised
during the Working Party meeting and submitted in writing by the member countries. In
responseto the development inthefirst Working Party meeting, Nepal submitted aschedule
of tariff concessions and schedule of initial commitments on services sector in July 2000.

In its accession process, Nepal held five rounds of bilateral negotiations and attended
three Working Party meetings. Thefifth Ministerial Conferencein Cancun approved the
terms of accession of Nepal and offered membership.

The accession processislengthy and taxing for aLDC like Nepal. The documentation
required and bilateral negotiations are beyond the human, technical and institutional
capabilities of these countries.

Cambodia

The Working Party on Cambodia' s accession was established on 21 December 1994 and
the members of the Working Party included Australia, Canada, China, EU, India, Japan,
the Republic of Korea, Malaysia, New Zealand, Panama, Singapore, Chinese Taipel,
Thailand, United States and Venezuela. During the accession process Cambodian
delegates had to go to Washington, Brussels and Canberra to negotiate bilateral deals
withUS, EU and Australia.

Vanuatu

Theaccession bid of Vanuatu, anidiand L DC with apopulation of merely 190,000, and its
subsequent withdrawal from WTO membership represent a spine-chilling experience of
WTO-plus conditions imposed by developed member countries. Vanuatu applied for
WTO membership in July 1995. The country had been ade facto member of the GATT;
colonia countries automatically attained this status when they achieved independence
from colonial powersthat were GATT members. However, to becomefull-fledged members
of the GATT, these countries were supposed to apply to formally accede to the
organisation before their de facto status expired. The countries that went through this
process on time automatically became members of the WTO when it replaced the GATT.
However, the government of Vanuatu was unable to decide whether it should go through
this accession process before its de facto GATT membership expired. Assuch, when it
subsequently decided that it would in fact like to join the WTO, it had to apply for
membership as an “outsider” .*

The initia target set by the trade negotiators of Vanuatu was to obtain membership
during thethird Ministerial Conference of the WTO held in Seattlein November-December
1999. However, the negotiations became so protracted dueto theimposition of anumber
of WTO-plus conditionsthat it was politically difficult for Vanuatu to fulfil al of them.
Therefore, the target of acceding to the WTO by the Seattle Ministerial was missed.
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After nearly six years of acrimonious negotiations, on 29 October 2001, the Working
Party for the Accession of Vanuatu to the WTO formally accepted the country’s terms
of accession, paving the way for its accession during the fourth Ministerial held in
November 2001 at Doha. However, after afew days, the government of Vanuatu sent a
letter tothe WTO Secretariat requesting a“technical delay” initsaccession procedure.®
Although Vanuatu has not communicated officially the reason for the withdrawal of its
accession application to the WTO, it is suspected that it was forced to do so because of
the WTO-plus conditions imposed by the developed member countries as a part of its
accession package.

The process of accession is also made difficult by the fact that even though members
say that they will give special considerationto LDCs, in practice, they try to get maximum
concession from the acceding member. This is done for two reasons. First, members
want to set precedence of high concessions by acceding members and second, they
themselves do not have to give any concession as the process is not reciprocal.

The ambiguity of the accession process, the demands of the existing members and the
procedural requirements of the WTO have made the accession processvery difficult for
LDCs. A major reason for the inability of LDCs to enter the system is the prolonged
negotiation process leading to accession — which results in exhaustion of human,
administrative and political capital of LDCs.® This problem is faced by developing
countriesaswell as L DCs, however, the severity of the problem is more acute with the
latter. Thisisalsoreflected by thefact that only two L DCs have been offered membership
through the accession process in the nine years of the WTO.

Market Access and Domestic Support

The decision of the Genera Council dated 10 December 2002 on Streamlining Accession
of the LDCs statesthat “WTO Members shall exercise restraint in seeking concessions
and commitments on trade in goods and services from acceding LDCs, taking into
account thelevel s of concessionsand commitmentsundertaken by existingWTO LDCs
Members.” and “Acceding LDCs shall offer access through reasonable concessions
and commitments on trade in goods and services commensurate with their individual
development, financial and trade needs, in line with Article XXXV1.8 of GATT 1994,
Article 15 of the Agreement on Agriculture, and Articles IV and XIX of the Genera
Agreement on Tradein Services.”

However, in practicethe acceding L DCs are asked to make concessionsthat are not only
way beyond their capacities and stage of development but also beyond WTO
requirements.

Nepal

Nepal faced major problem in the area of tariff binding, in particular of agricultural
commodities. At present, Nepal's applied tariffs are very low (0 to 10 percent) on
agricultural products, but it has been proven beyond doubt that such atariff structure
hasresulted in flooding of importstriggering displacement of farming communities. For
thisreason, Nepal wanted to create apolicy spacefor protecting the agricultural sector,
should the need arise, by binding tariffs on agricultural products at an average of 60
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percent. However, the devel oped member countries, notably the United States of America
(USA), opposed such a proposal. Nepal was forced to bind its average tariff at 42
percent on the agricultural sector.

In the areas of servicestoo Nepal was asked to undertake commitment on audiovisual,
distribution, retail and wholesale services. Altogether Nepal has opened up 70 services
sub-sectors, as compared to its neighbour Bangladesh, which, by virtue of being a
founding member of the WTO, has only opened up two services' sub-sectors. Further,
Nepal wasasked to open up all service sectorsinwhich Nepa has made commitment, for
100 percent equity participation by foreigners within a period of five years. However,
due to Nepal’s firm stance devel oped countries have to be satisfied with only up to 80
percent foreign equity participation.

Cambodia

Intheareaof services, Cambodiawas asked to undertake commitments on audiovisual
and distribution services— on which none of theincumbent L DCs have undertaken any
commitment. Cambodia did succumb to the pressure of devel oped countries.”

During the accession process, Cambodiawas under strong pressure from the devel oped
countries to forgo the right to use export subsidies in industrial sectors, allowed for
LDCs under the Agreement on Subsidies and Countervailing Measures. Cambodia
finally managed to retain thisright.2 However, Cambodiawas unableto retain the right
to introduce export subsidies on agriculture. Just because Cambodia does not maintain
any export subsidy on agriculture, its possibility of introducing the sameinthefutureto
protect its extremely vulnerable farming sector was reduced to zero by the commitment
it was forced to make during its accession process.®

Vanuatu

Ontheissueof tariff binding, Vanuatu proposed to maintain asimple averagetariff of 49
percent, but the US argued that the ssmple average rate of 49 percent was still too high
and demanded that it be reduced to the rate of 25 percent.! Vanuatu also agreed to
provide duty free access for more than 160 tariff lines in aircraft, aircraft parts, and
pharmaceutical products by 2005 under the Zero-to-Zero Tariff Reduction Initiatives
and the Information Technology Agreement. No LDC and only a limited number of
developing countries that were already WTO members had participated in these tariff
agreements.’? Similarly, Vanuatu had to replace tariff escalation on“sin goods’ (alcohal,
tobacco and weapons) with excise taxes and to bind al alcohol tariffs at the applied
rates.’s

In the area of services, Vanuatu was asked to make offersin 18 areas'*, which is more
than four timesthe average for existing L DC members of the WTO. Theonly two major
exceptionsin which Vanuatu was not willing to commit itself were telecommunication
and distribution services, dueto domestic political compulsions. However, towardsthe
end of the negotiationsit had to givein to the pressure of the USA and agreed to open
up retail and wholesale services to foreign investment.

Agriculture was yet another contentiousissue during the accession process of Vanuatu.
Vanuatu had long imposed seasonal quantitative restrictions on potatoes to develop

156 « From Cancun to Sdo Paulo ®2d X CUTS



the Irish potato production capacity in the island of Tanna, situated in the northwest of
Vanuatu. The potato production programme was considered a key rural agricultural
development project. However, under the WTO's Agreement on Agriculture (AocA),
current and potential members are obliged to convert any non-tariff measuresto tariffs.
But in doing so, Vanuatu wanted to retain the right to protect potato production in
accordance with the AoA’s Article 5 provision on specia safeguard (SSG) measures.
However, Vanuatu had to finally agree not to impose SSG on potatoes because of the
intense pressures from Australia and New Zealand, two of its neighbouring countries
fromwhich it was hopeful of getting some support during the process of itsaccession.®
Another contested measure concerned copra. Vanuatu occasionally had used a price
support programme for thiscommaodity. The government of Vanuatu wanted to retainits
right to use the price support programme for copra under Article 15 of the AoA, which
exempts L DC membersfrom any reduction commitments. However, Australiaand New
Zealand refused to grant Vanuatu the right to use SSG measures or keep the price
support programmewith the threat to discontinue bilateral aidsprovidedtoit for reducing
latter’s dependence on copra. Accordingly, Vanuatu decided to give in to the demands
from Australiaand New Zealand.

Special and Differential Treatment

The decision of the Genera Council dated 10 December 2002 on Streamlining Accession
of the LDCs statesthat, “ Special and Differentia Treatment, asset out inthe Multilateral
Trade Agreements, Ministerial Decisions, and other relevant WTO legal instruments,
shall be applicable to all acceding LDCs, from the date of entry into force of their
respective Protocols of Accession;” However, when we look at the cases of Nepal,
Vanuatu and Cambodia, we see that this has not been the case in practice.

Nepal

According to the Trade-related Intellectual Property Rights (TRIPS) Agreement, LDCs
are provided transition period up to 1 January 2007 for the implementation of the
Agreement. However, Nepal was asked to implement the non-discrimination provisions
(most favoured nation and national treatment) contained inthe TRIPS Agreement right
from thedate of accession. Moreover, thedevel oped countriesdid not makeany reference
to Declaration on TRIPS and Public Health adopted by the trade ministers at Dohain
November 2001 in the Working Party Report.

Cambodia

Cambodiawas asked to introduce data protection immediately after its accession to the
WTO, which is ahead of both the 2007 accession requirement to comply with TRIPS,
and the new compliance period for pharmaceutical patenting agreed at Dohafor LDCs
i.e. 2016. Thisrequirement goes beyond what isrequired by TRIPS.

Vanuatu

Vanuatu, being an LDC, is aso not required to comply with the requirements of the
TRIPS Agreement before 2006 as per the Article 66.1 of the Agreement. However, the
USA demanded that it made acommitment to have TRIPS compliant legidationin place
“from the date of its accession.” Eventualy, it was accepted by Vanuatu that it would
“apply the TRIPS Agreement no later than two years after the date of its accession” .28
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Other |ssues

Nepal, Cambodia and Vanuatu were also forced to agree to other WTO-plus conditions
during their accession process.

Nepal

One of the most controversial issues that came up during Nepal’'s accession process
wasthat it was asked to join the International Union for the Protection of New Varieties
of Plants (UPQV). However, due to pressures from the Nepalese non-governmental
organisations (NGOs), mainly SAWTEE and ActionAid Nepal, the USA finally had to
agreetoaminimalist text. As per thetext of the approved Accession Treaty, Nepal will
have to only explore the possibility of joining various World Intellectual Property
Organisations (WIPO) conventionsincluding UPQV at afuture date, taking into account
its national interests.*®

Nepal was asked to bind other dutiesand charges (ODCs) at zero and make acommitment
to phase them out over atwo to 10 year period. Since Nepal currently imposes ODCs
under five different headings, phasing them out will have a devastating effect on the
Nepalese economy.® Nepal tried to argue, during its accession process, that the GATT
Articlell:1(b) only requires member countriesto bind them at the exiting level and does
not mention anything about reducing them. However, it turned out that all the countries,
which acceded to the WTO prior to Nepal, had made commitment to bind them at zero
thus setting a highly unfavourable precedence from Nepal's standpoint. Ultimately,
Nepal had to givein.

Cambodia

Ontheissue of maintaining ODCs, Cambodiawas put under tremendous pressure. This
isdespitethefact that Articlell:1(b) of the GATT allows member countriesto maintain
ODCsprovided they agreeto bind them at the prevailing level. However, in practice al
the acceding countries have been forced to bind ODCs at zero. Cambodia was hoping
that it would be provided with atransition period to phase them out rather than being
asked to outright eliminate them. However, such a hope was shattered, with Cambodia
asked to bind ODCs at zero from the date of accession.?

Another important WTO-plus condition imposed on Cambodiaisthat it would have to
obtainthe membership of UPOV. It isalso required to enact alegidation for the protection
of plant variety as per themodel prescribed by the UPOV asapart of itsobligation under
the Article 27.3 (b) of TRIPS Agreement, which requires member countriesto provide
protection to plant varieties either through patent, or an effective sui generis system or
any combination thereof.? Developed countries argue that the UPOV model isthe only
effective sui generis system and are trying to impose this model on each acceding
country, despitethefact that TRIPS does not mention anything about UPOV.% Cambodia
could not even take shelter under LDC umbrellaand had to finally givein.?

The Cambodian negotiators request for technical assistance for the implementation of
four agreements, TRIPS, custom valuation, TBT and SPS were rejected out rightly by
the US. Recognising thefinancia burden of implementing these agreements Cambodian
negotiators had tried to get binding commitments from WTO member countries for
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technical assistance related to implementation of these four agreements and beyond.
Cambodiahad to finally drop this request when the WTO secretariat suggested that the
US was against establishing such linkage.?®

Vanuatu

During the ill-fated accession process, Vanuatu was asked by the USA to join the
Agreement on Government Procurement, a plurilateral agreement (as opposed to
multilateral agreement which does not need to be signed by all the WTO members)
despite the fact that it is not required to sign on to this agreement as per the existing
provisions of the WTO.%

Rhetoric Galore

The examples provided above reinforce the notion that the devel oped member countries
of theWTO are hdll-bent onimposing WTO-plus conditions on LDCs. Onecan conclude,
therefore, that WTO accession processisinherently power based and the very antithesis
of theWTO'scredo.? Indeed, the acceding countries do not receive what they deserve
but what they negotiate.®

The most depressing aspect, however, is that it is very difficult to change the WTO
accession process. The main reason for thisisthat the acceding countries have no role
to play while setting the rules relating to accession since they are by definition outside
thesystem.?® Such an appalling scenario, asit exitstoday, only servesto underminethe
credibility of the WTO as arules-based system.

Other LDCs, which are in the process of accession, too are facing similar problems
despite the fact that Paragraph 9 of the Doha Ministerial Declaration, signed by 142
member countries of the WTO at Doha, Qatar in November 2001 commits them “to
accelerating the accession of LDCs.” Moreover, in Paragraph 42 of the Declaration, they
agreed, “to work to facilitate and accelerate negotiations with acceding LDCs.”*
Furthermore, General Council too had decided on 10 December 2002 to streamline the
process of LDCs' accession.®! Despite resounding rhetoric, LDCS' accession process
continues to be highly protracted, palitically demanding and frustrating.

Acceding LDCs had pinned hope on the LDC Ministers Conference concluded in
Dhakain June 2003 to come out with some path breaking recommendations, which could
then be pushed asapart of common position of the LDCsduring the Cancin Ministerial.
However, their hope was shattered again because of the mention of only the following
wordsin Paragraph 15:X of the Declaration: “ Expeditious and full implementation of the
guidelinesfor accession of LDCs adopted by the General Council.”*

These wordings represent amuch lighter tone because they do not drive home the real
message that acceding LDCs should not be required to undertake higher level of
commitments than their member counterparts have made at the WTO. The Ministers
havefailed to recognise thefallacy of the above-mentioned guidelines, especially their
non-biding character.

The Cancuiin Ministerial Text® aso failed to address thisissue. The three draftsissued
on 1 July, 24 August and 13 September contain thefollowing language: “We continueto
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attach great importance to concluding accession proceedings as quickly as possible
and, in particular, to accelerating the accession of least-developed countries. In this
regard, we reaffirm the guidelines to facilitate the accession of LDCs adopted by the
General Council on 10 December 2002.”* However, thereishardly anyonein the trade
circle, who fedls that the above-mentioned decision was helpful even to the dightest
possible extent in facilitating the fast track accession of the LDCstothe WTO.

TheWay Forward

If the developed country membersof the WTO really want to accel erate and simplify the
accession process of the LDCs they need to move beyond rhetoric. This will only
happen when the following recommendations are seriously pursued at various
international for aincluding, but not limited to, the WTO:

e Article XII of the WTO should be interpreted with clear-cut guidelines detailing
transparent criteria for accession of a country or a separate custom territory. The
WTO should incorporate a specific provision for the accession of LDCs, where
L DCs seeking accession, will not require bilateral negotiation on market access.

e Acceding LDCs should be asked to make commitments commensurate with their
level of economic development, capacity, and their trade and financial needs.

e Acceding LDCs should not be required to undertake higher level of commitments
than those made by the founding LDC member countries of the WTO. Moreover,
acceding L DCs should not be asked to make commitment on any of the plurilateral
agreements of the WTO or to participate in other optional sectoral market access
initiatives.

e Specia and differential treatmentsincluding but not limited to transitional periods/
transitional arrangements, asset out inthe Multilateral Trade Agreements, Ministerial
Decisions, and other relevant WTO legal instruments, should be applicable to all
acceding LDCs, from the date of entry into force of their respective Protocols of
Accession.

e Specid and differential treatment must be made mandatory and legally binding and
subject to the dispute settlement system of the WTO (including notification
reguirements and inclusion of these commitments in the country schedules).

e Developed member countries of the WTO should provide technical assistance to
acceding L DCsto implement the commitmentsthey have been asked to make by the
existing member countries at the time of theformers' accessionto the WTO.

e Giventheimportance of theagricultural sector inthe economiesof LDCs, particularly
itsrolein human development, food security and rural development, L DCs should
not be required to make commitments on subsidies and tariffs. LDCs should also
have accessto asimplified safeguard mechanism.

Ratnakar Adhikari is Executive Director and Navin Dahal is Research Director at SAWTEE in Nepal.
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“Bringing Proper Order to aBig Country is
Like Cooking a Small Fish”
China's Two-Year Experienceinthe WTO

Cheng Shuaihua

The Sages do not accumulate things.

Yet the more they have done for others,

The more they have gained themselves;

The more they have given to others,

The more they have gotten themselves.

Thus, the way of Tian isto benefit without harming;
The way of the Sagesisto do without contending.

Lao Zi: Daodejing

China's entry into the World Trade Organisation (WTO) in December 2001 was as
significant for the country in the 21% century as the establishment of the People's
Republic of China(PRC) inthe 20" century. China’s WTO membership has underlined
itsdetermination to build amarket economy and to integrate into the world community,
whilethe PRC wasadeclaration of independence and launched the moderni zation of the
formerly semi-feudal and semi-colonial country.

In asituation where globalisation and decentralization are simultaneously reshaping the
development landscape, the key to abetter lifein acompetitiveworld isto achieve solid
coherence between the global agenda and national devel opment endeavours. For the
developing world, to which Chinabelongs, it istimeto sit together and share experiences
with each other on how to translate global policiesinto national ones. Experienceisnot
what happened to a country. It iswhat a country does with what happened to it.

This paper will address what China has “ done with” the WTO, the WTO's impacts on
specific industries, challenges ahead, and a few reflections on China's approaches,
which might be helpful to other people fighting for freer and fairer trade with aview to
development.
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Background

InJuly 1986, Chinaapplied to resumeitsoriginal membership at the General Agreement
on Tariffs and Trade (GATT), the WTQO's predecessor. For the next eight years,
negotiationswere conducted under the auspices of the GATT Working Party. Following
theformation of the WTO on January 1, 1995, asuccessor WTO Working Party, composed
of al interested WTO members, took over the negotiations. WTO members formally
approved an agreement on the terms of accession for China on November 10, 2001, at
the WTO's Fourth Ministerial Conference, held in Doha, Qatar. One day later, China
signed the agreement and deposited its instrument of ratification with the Director-
General of theWTO. Chinabecamethe 143 member of the WTO on December 11, 2001.
China's Protocol of Accession aswell asthe accompanying Working Party Report and
Goods and Services Schedules are available at the WTO’swebsite (www.wto.org).

The strategic importance for China behind its accession to the WTO is far beyond
simpletrade policy issues. WTO membership isexpected to accel erate structural reforms
and market liberalisation that will promote economic growth and efficiency, enhance
market access and fair treatment of foreign and private domestic companies, aswell as
deepen the integration of China's economy with the global economy.

In order to accedeto the WTO, Chinahad to agreeto take specific stepsto removetrade
barriers and open its markets to foreign companies and their exports. This took effect
fromthefirst day of accessionin virtually every sector and for awiderange of services.
Supporting these steps, China a so agreed to undertake important changesiin its legal
framework, designed to add transparency and predictability to business dealings.

Moreover, like all acceding WTO members, China agreed to assume the obligations of
morethan 20 existing multilateral trade agreements, covering al areasof trade, for example
agriculture, sanitary and phytosanitary measures, technical barriers to trade, trade-
related investment measures, customs valuation, rules of origin, import licensing,
antidumping, subsidiesand countervailing measures, trade-rel ated aspects of intellectual
property rights and services.

Asevidenced by the accession negotiations, Chinawel comed the core principles of the
WTO, including the most-favoured nation treatment, national treatment, transparency
and the availability of independent review of administrative decisions.

Chinahasjoined asystem where the non-discriminatory treatment isthe basic principle.
Therefore, China’saccession agreement includes several specific mechanismsdesigned
to prevent or remedy injury that other WTO members’ industries and workers might
experience based onimport surges or unfair trade practices. Theseinclude: (1) aunique,
China-specific safeguard provision allowing any WTO member to restrain increasing
Chinese imports that disrupt its market (available for 12 years); (2) a special textile
safeguard (available for 7 years); and (3) the continued ability to utilise a special hon-
market economy methodology for measuring dumping in anti-dumping cases against
Chinese companies (availablefor 15 years). Thesethreediscriminatory treatmentswere
thought of as hidden swords in China’s accession documents.
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With China's consent, the WTO also created a special multilateral mechanism for
reviewing China's compliance on an annual basis. Known as the Transitional Review
M echanism, this mechanism operates annually for 8 years after China' saccession, with
afinal review by the 10" year.

Status of China’'s WTO Compliance Efforts

Injoining the WTO, Chinawas, and continuesto be, driven by powerful economic and
political considerations, particularly the need to further its domestic economic reforms.
Among others, China has made substantial moves toward transparency, rule of law,
protection of intellectual property, removal of trade barriers, and additional structural
reformin itsdomestic markets.

GATT

Tariff reductions

Chinatimely and fully implemented tariff reductionsfrom January 1, 2002. Averagetariff
rates dropped down from 15.3 percent to 12 percent. As scheduled in the Accession
Protocol, further reductions (industrial goods 10.3 percent, agricultural goods 16.8
percent) made on January 1, 2003 involved a range of sectors, including agricultural
equi pment, construction equipment, paper and paper products, chemicals, steel, medical
and scientific equipment, soda ash and cosmetics. These reductions contributed to a
significant increaseinimports. In 2003, China, thethird largest importer intheworld after
the United States and Germany, imported USD 412.84 billion, with 39.9 percent annual
growth (seechart 1). China simports, economists say, have been key to the modest 2003
recovery in Japan and bol stered other economiesin Southeast Asia. Chineseimports of
iron and steel are up 68 percent this year, helping to keep up the world price of these
products. Chinahasboosted its oil imports 56 percent to fuel the explosive growth of its
industry and car market. VVolkswagen today sellsmore carsin Chinathanin Germany.
Chinahas continued its participation in the Information Technology Agreement (ITA),
which requires the elimination of tariffs on computers, semiconductors and other
information technol ogy products. Chinabegan reducing and eliminating thesetariffsin
2002 and continued to do so in 2003, on schedule with its commitment to achieve the
elimination of al ITA tariffsby January 1, 2005.

China also continued its timely implementation of another significant tariff initiative,
which involves chemicals. China continued to make the required tariff reductions on
more than two thirds of the 1,100-plus products covered by the WTO's Chemical Tariff
Harmoni zation Agreement in 2003, with significant results.

Customs valuation

OnJanuary 1, 2002, shortly after acceding to the WTO, China's Customs Administration
issued the Measures for Examining and Determining Customs Valuation of Imported
Goods. These regulations addressed the inconsistencies that had existed between
China's customs val uation methodol ogies and the Agreement on Customs Valuation.

Rulesof Origin

In March 2001, the State Administration of Quality Supervision and Inspection and
Quarantine (AQSIQ) issued regulations and implementing rules intended to bring the
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rules of origin used by Chinato check marking requirements in compliance with the
Agreement on Rules of Origin.

Import Licensing

Shortly after Chinaacceded tothe WTO, China sMinistry of Foreign Trade and Economic
Cooperation (MOFTEC) issued regulationsrevising China sautomatic import licensing
regime, and it later supplemented these regulationswith implementing rules. MOFTEC
alsoissued regulations revising China s non-automatic licensing regime.

Non-discrimination

In 2002, Chinareviewed its pre-WTO accession laws and regulations and revised many
of those, which conflicted with itsWTO MFN and national treatment obligations. Most
of these revisions were made to secure national treatment, including with regard to
boilers and pressure vessels, after sales service, and the pricing of pharmaceutical
products, among other areas. In 2003, Chinamade further revisions covering registration
requirements for foreign chemical products and the regulation of spirits.

Meanwhile, following significant changesin theleadership of China's Communist Party
and the national government, China undertook a major restructuring of its trade and
investment-related ministriesin mid-2003.

Standards, Technical Regulations and Conformity Assessment Procedures

Before its WTO accession, China made significant progress in the areas of standards
and technical regulations. China addressed problems that foreign companies had
encountered in locating relevant regulations and how they would be implemented, and
took stepsto overcome poor coordination among the numerous regulatorsin China. In
October 2001, China announced the creation of the State Administration of Chinafor
Standardization (SACS) under AQSIQ. SACS is in charge of unifying China's
administration of product standardsand aligning its standards and technical regulations
with international practices and China’'s commitments under the Technical Barriersto
Trade (TBT) Agreement. SACSisthe Chinese member of the I nternational Organization
for Standardization (1SO) and the International Electro-technical Commission (IEC).

Changes in Chinese Tariff Rates and Trade
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In 2001, Chinaal so formed the quasi-independent National Certification and Accreditation
Administration, which is attached to AQSIQ and isin charge of unifying the country’s
conformity assessment regime.

In the area of transparency, AQSIQ's TBT inquiry point was established shortly after
China acceded to the WTO. In addition, China's designated notification authority,
MOFTEC (now called MOFCOM —Ministry of Commerce of the People’s Republic of
China), has been notifying proposed standards, technical regulations and conformity
assessment procedures to WTO members, as required by the TBT Agreement.

In late 2003, China formed a new inter-agency committee, with representatives from
approximately 20 ministries and agencies and chaired by AQSIQ, to achieve better
coordinationon TBT (and SPS) matters.

GATS

Chinacontinued to keep pace with the opening schedulesin its WTO agreements. More
and more officials believe that servicesindustry could play acatalytic roleto facilitate
establishment of amarket economy in China.

In 2002, Chinaopened its services market wider to theworld, notably in legal services,
accounting, banking, insurance, securities, distribution, advertisement, medical services,
education, tel ecommunication, transportati on and tourism. According to commitments,
in 2003, foreign investorsare allowed to have larger stock rightsand broader geographic
choices in many service sectors. For instance, foreign investors can retail books,
newspapers and journals. Geographic restrictions to life insurance companies have
been generally lifted and foreign investors can own up to 50 percent stock sharesinlife
insurance companies.

Lega servicesareawell-known case. In 2003, 115 foreign law firmsand 41 from Hong
Kong were approved by the Department of Justiceto establish their officesin Mainland
China. Half of the 50 largest global law firms are now present in the Chinese legal
services market.

TRIPS

At thetime of itsaccession to the WTO, Chinawasin the process of modifying the full
rangeof itsIntellectual Property Rights (IPRs) laws, regulationsand implementing rules,
including those relating to patents, trademarks and copyrights. China had completed
amendmentsto its patent law, trademark law and copyright law, along with regulations
for the patent law. Within afew months after its accession, Chinaissued regulationsfor
thetrademark law and the copyright law. Chinaal so issued various sets of implementing
rules, and issued regulations and implementing rules covering specific subject areas,
such asintegrated circuits, computer software and pharmaceuticals.

In 2003, China adopted several new measures. In the patent area, the State Council
issued the Amendments to the Patent Law Implementing Measures. In the trademark
area, the State Administration of Industry and Commerce issued the Rules on the
Determination and Protection of Well-Known Trademarks, the Measures on the
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Implementation of the Madrid Agreement on Trademark International Registration
and the Measures on the Registration and Administration of Collective Trademarks
and Certification Marks. In the copyright area, the National Copyright Administration
of China issued the Measures on the Implementation of Administrative Penalties in
Copyright Cases.

Chinatook animportant step forward in October 2003 whenit created anew | PR Leading
Group, signalling a more focused and sustained effort by China to tackle the IPR
enforcement problem. Vice Premier Wu, who took charge during the SARS epidemic
earlier in 2003, is the Chair of this group. In her remarks at the November 2003 IPR
roundtable in Beijing, she explained her perspective that “a country’s protection of
intellectual property isindispensable[to] its economic development and technol ogical
advancement,” and she pledged that Chinawould work with “ consistent determination”
to resolve its IPR enforcement problems and “penalise” those who commit IPR
infringement.

With regard to enforcement, China's1PR laws and regul ations providefor three different
mechanismsfor | PR enforcement:

e Enforcement by administrative authorities,

e Criminal prosecutionsand

e Civil actionsfor monetary damages.

TRIMS

Before its accession to the WTO, China began revising its laws and regulations on
foreign invested enterprises to eliminate WTO-inconsistent requirements relating to
export performance, local content and foreign exchange balancing aswell astechnology
transfer.

Chart 2, Utilised Foreign Direct Investment to China (1998-2003)
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In March 2002, the State Council issued the Sectoral Guidelines Catal oguefor Foreign
Investment. In the new guidelines, the number of “ Encouragement sectors” increased
from 186 to 262 while“restrictive sectors’ fell from 112to 75. It reflected China sdecision
to adhere to its commitment to open up certain sectorsto foreign investment, including
travel agencies, human resources companies, cinemas, railway cargo and publications
distribution. At the sametime it signalled the opening-up of a number of other sectors
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not covered by China's accession agreement. This has contributed the to continuous
growth of FDI into China (see chart 2). In 2003, there were 41,081 newly established
foreign invested enterprises in Mainland China with 20.22 percent annual growth.
Contracted FDI increased 39.03 percent to USD 115.07 billion. Utilised FDI amountsto
USD 53.51 hillion with 1.44 percent annual growth.

Meanwhile, foreign invested enterprises are playing more important roles in China's
economy, e.g. 55 percent of exports, 25 percent of total tax revenues, 35 percent of
industrial productivity, and 11 percent of fixed investment.

I mpacts of WTO | mplementation on Specific I ndustries

The impact of the WTO on specific sectors can be either direct or indirect, and is
distributed unevenly across different sectors and periods in time. Moreover, the real
WTO impacts depend on what the government and enterprises do with the WTO
implementation: The options are either to protect against market opening or to move
towards a freer economy in light of global competitiveness strategy. Prior to China's
entry several papers predicted the WTO'simpact on various industries, sometimes for
the better sometimesfor theworse. Two years|ater, many predictions need to be revised.

Itis, however, difficult to review so-called “WTO impacts’ on specific sectors. Thisis
because economic results are not always attributable to one single factor but to several,
some of which are contradictory to or offset by others. It is therefore necessary to
valuate the WTO impacts within a broader understanding of political economy.

What does the two-year WTO experience show in China? For those sectors that have
been opened up for international competition, such as steel, house appliances, electronics
and machinery, changes are very limited. For those industries that are either heavily
protected for along period like automobiles, or bearing politica sensitivity likeagriculture,
itisamore complex story. Likewise, commercial presenceof foreign servicesisbound to
raise opportunities and challenges if not danger. This paper reviews agriculture,
automobiles and banking by introducing policy adjustment, industry development and
their implications.

Agriculture

China made a number of commitments in agriculture covering tariff reduction, tariff
guotarates (TQR), subsidies and domestic support, agricultural services, etc. China's
policy adjustmentsin agriculture are;

e Tariff reduction. China's weighted average tariffs on imported agriculture products
dropped from 46.6 percent in 1992 to 21.2 percent in 2002 and down to 17 percentin
2004.

e TQR. Chinaincreased dramatically imports quotas and reduced tariff rateswithin the
quotas. For instance, compared to the imports base of 1996-1998, rice quotas are
more than 12 times, corn quotas are over the total number of all cornimportsinthe
1980sand 1990s, and cotton quotas are higher than annual importsever. At the same
time, Chinakept very low tariffsof around 1 percent for under quotaimports except
edible oil and sugar.
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o Quotaadministration. Firstly, Chinaallocated the appropriate rate of quotasto non-
state trade companies. Secondly, quota receptors shall return unutilised quotas for
re-allocation if quotas are not used to import before September 15. Thirdly,
administratorswill restrict quotaapplicationsin next year of those who neither fully
utilize quota nor turn back unutilised quotas.

e SPSrelevant regulations. In light of WTO agreements, China promoted the Action
Plans to Eliminate of Environmentally Polluted Food and issued the Agricultural
Genetic Modification Biologic Security Management Regulation in 2002.

o Domestic support. China does not need to change its domestic support because
both its subsidy level and support modality are in compliance with its WTO
commitments. For instance, Chinaagreed to provide 8.5 percent support to agriculture
inits accession package, but its current support level only amountsto 1.23 percent.
Nevertheless, Chinaadjusted its policy to increase efficiency of agriculture support
by employing properly “yellow box” and “green box” policies: agriculture taxation
reformwith aview to reducing farmers' financial burden, grainstrading and logistic
adjustments policy in order to establish market based prices, returning the grain
plots to forestry for better agricultural structure and environment, soybean seeds
subsidies and water-efficient irrigation, among others.

e Lawsand regulations. After China's WTO accession, China modified agriculture
laws and regulations with four major objectives: (1) open agriculture services in
compliance with specific commitments, (2) eliminate measures violating national
treatment requirements, (3) increase transparency in technical measures, and (4)
phase out mandatory requirement of technology transfer in agriculture trade and
investment.

In 2002 and 2003, China's trade in agricultural products grew fast (see Table 1). The
pessimistic predictions of some observers prior to China's WTO entry have not come
true.

WTO and freer trade in agriculture products are good for China to enhance its
comparative competitiveness in labour-intensive vegetables and fruits, and to import
land-intensive grainsat aworld level price. Labour-intensive productionisalso valuable
for employment. Moreover, in the WTO, China can have better access to advanced
agriculture technology, seeds and machinery. With an average 6 percent annual growth
in the past 25 years, China's agriculture is capable of withstanding international
competition.

Table 1, China’s Trade in Agricultural Products, 2002-2003
Unit: USD billion

Imports | Growth | Exports | Growth | Total Growth | Balance | Growth

rate rate rate rate
2002 | 12.44 5% 18.14 129 % | 30.6 9.6% | 5.7 +35 %
2003 | 18.93 521% | 21.43 181% |40.36 | 319% | 2.5 -56.1 %

Source: China National Bureau of Statistics

Notwithstanding the above comparative advantage assumptions, it is a paradox that
today Chinaexportsmoregrainsthan it imports. In 2003, China sgrainsexportsamounted
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to 22 million tons with an annual growth rate of 48.3 percent, while imports dropped
down by 26.8 percent to 2 million tons. There aretwo main reasonsfor this: First, China
has some grain reserves from the past few years; Second, global grain production was
inarecession and global prices got higher than domestic ones. However, China should
not be proud of such grain trade surplus.

If China continues its great effort to reduce costs, refine proceedings, adopt green
standards and improve its trading environment, agriculture will not be a problem.
Nevertheless, farmers’ income and rural development arereal challengesthat Chinais
facing. In China, agriculture, farmersand rural issuesare called “ sannong wenti” , meaning
“Three Agro-Concerns’. Since 1997, theincome growth of Chinesefarmershaslagged
behind that of urban residents. During the same period (1997 to 2002), the former was
less than 5 percent, and the latter 8.6 percent. In 2003 the situation was even worse:
farmers' income increased by only 2.3 percent, much below the 8.4 percent of urban
residents. The stagnant growth of farmers’ incomeisone of the most sensitive and high
priority issuesin China's devel opment strategy.

WTO implementationwill be helpful if Chinasuccessfully promotesagriculture structural
reform towards labour-intensive, higher value-added goods. Moreover, farmers are
expected toimmigrate to citiesand shift to manufacturing or servicesfollowing China's
integration into the world economy and subsequent foreign investment.

Automobiles

Automobiles-related provisionsare outstanding in China's accession agreements, which
cover tariff reduction, non-tariffs measures management, automobile industry policy
and automobile-related trade in services. Accordingly, China implemented these
commitmentsasthefollowing:

e Importing. In December 2001, Chinaissued regulations and directives to regulate
and improve automobileimports management with aview to compliancewith WTO
agreements.

e Consumption. China made some regulations and policies in order to fight against
local protectionism in automobile markets. Financing of automobile consumption
wasintroduced for thefirst timein 2002.

e Investment. According to WTO/TRIMs China has phased out all forbidden actions
such aslocal components requirement, and foreign exchanges balance requirement
among others.

e Tariffsand non-tariff barriers. Chinafully abided by tariff reduction commitments
and quota management. Since January 1, 2002, China has dropped its automobile
tariffs for three times, from 80 percent (>3L) and 70 percent (<3L) in 2001 to 37.6
percent and 34.2 percent respectively. Chinawill reduce its automobile tariffsto 25
percent on July 1in 2006. Meanwhile, Chinaincreased it automobileimports quota
with 15 percent annually and will have finally eliminated all quotas by January 1,
2005.

o Elimination of domestication policy. Chinaeliminated its compulsory domestication
rate of 40 percent and preferential taxation ratefor those meeting thisdomestication rate.

2002 and 2003 wereexplosiveyearsin China sautomobileindustry history. Its production
and consumption reached record highs. In 2002, China’s automobile production soared

172 « From Cancun to Sdo Paulo ®2d X CUTS



37 percent and reached 3,251,000, while sales increased 36.65 percent at 3,248,000.
Although imports surged by 80 percent to 128,000 (value USD 5.25hillion, 1.27 percent
of China'stotal importsin 2003), automobileimports did not seemto lead to any injury
to the domestic automobile industry. Following up a strong growth impetus of 2002,
automobile production and salesin 2003 reached arecord 4 million for thefirst timeand
became the fourth largest automobile producer in the world (see chart 3).

Why does this heavily protected “infant industry”, which was called by a critic “an
infant with a beard”, stand so well? |s this explosive development attributable to the
WTO membership, or isit amere coincidence? Onefundamental reason for the automobile
sector boom was China's strong macroeconomic growth that led to rising demandsin
theautomobileindustry. In 2002 and 2003, according to the Nationa Bureau of Statistics,
China's GDP growth rate amounted to 8 percent and 9.1 percent respectively. In 2003,
China's GDP reached 11669.4 billion Yuan (USD 1409 hillion) and Chinese GDP per
capitajumped to over USD 1,000 (for thefirst timeamounting to USD 1,090).

Secondly, restored demands of buyerswere suddenly released. In China, many potential
buyers chose to postpone their purchases because they flirted with the ideathat WTO
membership would cause abig price reduction of imported cars. However, theimported
carsdid not pour into the domestic market and imports pricedid not go down significantly.
Moreover, imported automobiles (average price USD 30,000) arerestricted to high-end
market. Therefore, postponed demands took on a more rational look at domestic
automobile products. Thirdly, WTO implementation and the preparation for the WTO
implementati on made adifferencetoo:

e Freer investment policy according to the WTO agreements induced more investors
from both abroad and at home. After two years development, nearly all major world
automobile giants have settled down in China. Morethan capital investment, MNCs
and domestic investors also brought technology and colourful products series. For
instance, in 2003 over 20 compani esoffered nearly 100 different modelsinthe Chinese
market.

o Lower trade barriers and elimination of domestic content requirements encouraged
global procurement of automobile parts thus reducing automobiles’ cost.

e The consumption environment of automobiles improved in 2002 and 2003 due to
opening policies in services following WTO entry. For instance, more accessible
purchases financing, automobile insurance, exhibition, logistic and transportation
services contributed to sales. Ford opened its joint automobile finance in China
recently.

The Chinese automobile industry development also has its spillover effects, one of
whichisautomobile sports. In September 2004, Shanghai/Chinawill host FormulaOne
(F1) car racing for thefirst time. Ferrari and Mercedes Benz are schedul ed to produceits
carsin Chinaby that time.

In spite of al good news, big challenges remain. In particular, it is still a question
whether the Chinese automobile industry is strong enough to compete in the world
market after ashort transitional period that will end very soon (25 percent tariff ratein
mid 2006, and elimination quotainthefirst day of 2005). The problemsare:
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Investment bubblesin automobile supply markets. Currently Chinahas 190 automobile
factories, 292 factories for specia automobiles, 98 automobile bodywork factories
and over 3900 componentsand parts factoriesfor automobiles or motorcycles. With
aproduction capacity of 5.5 million and an expected addition of 6 million, automobile
suppliesis going to drastically outnumber the market needs.

Immaturity in development of intellectual property rights. Since most factories only
do business of assembling, called “made-in-Chinawith aforeign cap”, Chinais by
nature abig but NOT a strong automobile country.

Weak system of components and parts production. While components and parts
production is the base for the automobile industry pyramid, thisis still very weak
unstable. Moreover, it isfacing big challengesin the globally integrated automobile
world for which the WTO is pushing. What’s more, China weak capacity of
components and parts production reflects deeper shortcomings of current system.
Restrictions of infrastructures and services on sustai nabl e automobile consumption.
A broader strategy to combine automobile manufacture, consumption, services and
transportation planning isnecessary for long-term healthy devel opment of automobile
industry in China.

Banking

In light of its WTO commitments, China has modified its banking law system. It has
issued Financial Licensing Management Guidelines, Commercial Banking Services
Prices Regulations, Automobile Finance Company Management Regulations, etc. It
isin the process of creating China Banking Regulation Laws. Chinaalso reinforcesthe
enforcement of banking laws by opening its banking market:

Broader business fields. Since the WTO entry, China has endorsed foreign banks
full rights to do foreign currency business, and is expanding their rights to do
Renminbi (RM B, Chinese currency) business.

More geographic and customer freedom. At the end of 2003, foreign banks can do
RMB businessin 13 cities and can provide RMB services to Chinese companies.
Chinamarket ismore opento international bankers.

Moreforeign banking commercial presence. Since 2002, ChinaBanking Regulatory
Commission has approved 28 representative offices of foreign banksand 12 foreign
bank branches. 44 foreign banks are entitled to make RMB business, 12 to open
online banking services. 5 foreign bank branches become Qualified Foreign Institute
Investors (QFII) to operate domestic securities.

The Automobile Financeisanother new field in Chinathat foreign financial ingtitutions
can makewaves, which are also injecting positive and substantial energy into China
automobile market.

Exposure to international competition: Chinese local banks have met four major
challenges:

Pressures from customer competition. Many good, affluent costumers “say good-
bye’ tolocal banksand revert to foreign banks. Thisresultsin lower profitability of
local banks.

Pressures from profitable business competition. Foreign banks were going to take
those most beneficial but low risk/cost businesses like credit card, international
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settlement and letter of credit. Statistics show that foreign banks have over 40 percent
share of export settlement in China. Therefore local banks have to retreat to those
high risk but low benefit traditional businesses like deposit and loan.

e Pressuresfromfinancial creativity. Foreign banksare better in creating new financial
products and services. Most local Chinese banks can only mimic them and hardly
take competition dominance in financial products development and cutting-edge
fields.

e Pressuresfrom talents drainage. Foreign banks have flexible rewarding mechanism
and better salary. Many banking talentsinlocal Chinabanksleavefor foreignfinancial
institutions.

In 2006, Chinawill open banking industry comprehensively, when foreign banks and
local oneswill competeinalevel playing field. China'swindow of opportunity for bank
reformis closing rapidly. If China cannot enhance the competitiveness of local banks,
the yawning gap between foreign and local bankswill become evenwider. Inlight of the
currently dominant banking structure, where four state-owned banks amount 60 percent
of national banking assets, 80 percent of all loans for “important companies’, and 70
percent of al loansfor “important projects’ (seetable 2), reforming these“Big Four” is
the most fundamental measure.

In early 2004, the Chinese State Council announced itsplan toinject fresh capital tore-
capitalize the “Big Four” state banks and to raise the foreign ownership ceiling of
Chinese banks to 20 percent from 15 percent. Increasing foreign ownership will
undoubtedly open the way for introducing international practice and expertise and
market discipline to the Chinese system.

Table2, China'sBanking and Financial | nstitutions (December 2003)
Category Number
State (solely) owned commercial banks 4
Policy banks 3
Share commercial banks n
Assets management companies 4
City commercial banks 112
Foreign banking operating institutions 137)
Foreign banking representative agencies 731
Rural credit cooperatives 3544
Rural commercial banks 3
Trust investment companies 2
Finance and accounting companies 74
Financial leasing companies 12
Post offices, etc. non-banking financial institutions N.A.

Reflections on China's Approach

Inthefirst two yearsasafull member of the WTO, China's approach could be depicted
as"“Four Elements’ Strategy.
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Laws and Regulation Overhauling

Since late 1999, with a view to being prepared for the WTO membership, China has
adopted aseries of measuresto reformitslegal system. In 2002, the principal focuswas
onitsframework of lawsand regulations governing trade in goods and services, at both
the central and local levels. According to MOFTEC, the central government reviewed
more than 2,500 trade-related laws and regulations for WTO consistency, and by the
end of 2002 it had reportedly repealed 830 of those laws and regulations and amended
325 more. It had also reportedly adopted 118 new lawsand regulations. Similar reviews
took place at the local government level from September 2001, when the State Council
issued Overhauling Local Laws, Regulations and other Policy Measuresin Line with
Progress of China's Accession to the WTO. It isreported nearly 190, 000 |laws, regulations
and policy measures at the local level have been amended or abolished.

In 2003, the central government amended or issued about 110 laws and regulationsin an
effort to meet China’'s WTO obligations. These laws and regul ations covered the range
of WTO areas, including trade in goods, trade in services, IPR and trade remedies. In
addition, according to MOFCOM, China's 31 provinces and autonomous regions and
49 mgjor cities made more progress than in 2002, as they repealed atotal of 490 trade-
related measures and amended 185 more.

Governmental Restructuring

In order to comply with certain WTO principles and to facilitate domestic economic
reform, Chinatook actionsto reshape governmental structures and to promote functional
reform of government. Hereare afew examples:

AQSIQ

The State Administration of Quality Supervision, Inspection and Quarantine (AQSIQ)
was established asanew ministry-level agency in April 2001. Itistheresult of amerger
of the State Administration for Quality and Technical Supervision (AQTS) and the State
Administration for Entry-Exit Inspection and Quarantine (AEEIQ). This merger was
designed to eliminate discriminatory treatment of importsand requirementsfor multiple
testing simply because a product was imported rather than domestically produced.

MOFCOM

The Ministry of Commerce (MOFCOM) was formed in 2003. This hew ministry isa
combination of the State Economic and Trade Commission (SETC) and the Ministry of
Foreign Economy and Trade Cooperation (M OFTEC), which merged domestic and foreign
trade-related functions into one agency so as to foster better adherence to the WTO'’s
national treatment principle.

Enquiry Points

China established a WTO Enquiry and Notification Centre (www.chinawto.gov.cn),
now operated by MOFCOM'’s Department of WTO Affairs, in January 2002. Other
mini stries and agencies have al so established formal or informal, subject-specific enquiry
points. These various enquiry points are generally responsive and helpful. In addition,
some ministries and agencies have begun to create websites to provide answers to
frequently asked questions as well as further guidance and information.
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Training and cooperation with civil society

China devoted much energy and financial resources to WTO trainings. Conducted
jointly by government, academiaand international agencies, WTO trainingsall over the
nation are targeted towards every level of government officialsin order to help them
implement WTO rules and commitmentsin their daily working. Training opportunities
are also provided to meet continuous demands from enterprises, professional services
and trade associations, etc. Good and effective WTO training will have a long-term
impact on China's process of integration into the world economy. There are also a
number of WTO centres have been established. Complementary to the single official
WTO enquiry point at Beijing, these centres are playing asignificant rolein providing
advice and training to government, business, intermediate organisations and citizens,
e.g. in Shanghai (www.sccwto.net), Beijing (www.bjwto.org), Guangdong
(www.gdwto.org.cn), and Hainan (www.wtoinfo.net.cn).

Consistent dialog with the international community

Working with the international community on WTO affairsis one strategic element for
Chinato build a better coherence between the multilateral trade system and domestic
development. In avariety of formsfrom formal talks among senior officialsto informal
ones at lower levels, from central government to local authorities, such dialogs with
international partners are helpful at least in two ways. One is that they provide China
with information of non-compliance at ministerial or local level. Duetoitshuge surface
and uneven spectrum of development, China has relatively very limited resources of
investigation. The other is they offer advice or policy options for China. With shorter
modern history and little policy research expertise, China can be helped rather than
being bogged down by international arguments. For instance, some foreign business
communities suggested Chinaimprove its IPR laws enforcement by employing more
deterrent criminal punishment.

Conclusive Remarks

The WTO has become afundamental element in China’s societal evolution. With great
effortsand hard work, Chinahasindeed made substantial achievementsin policy aress.
Notwithstanding merely two years' experience, China' sreform and opening framework
hastaken anew look. It ismore exciting that mental changesand cultural innovationare
taking place in this ancient country, thanks to the marriage between China and the
WTO.

Three lessons can be drawn from China's two-year experience in the WTO. Firstly,
signing the WTO agreements by itself means nothing, unless real opening-up actions
are taken. The objective of joining the WTO isto translate these dry paper documents
into live domestic policies. There is no such thing called “WTO Impact” without our
hard effort to take advantage of economicintegration. For this purpose, domestic reforms
go further beyond trade issues, including governmental functional reform, institutional
advancement for policymaking, economic structural reform and social security policy,
etc.

Secondly, global policiesshall beimplemented at not only national, but alsolocal levels.
For many developing countries, it isabig question how global and national agendaare
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accepted and implemented at local levels. Sub-national implementation isimportant not
merely because the WTO requires uniform application of laws. It is what national
development and people need.

Thirdly, “concessions’ are not what you lose, but steps to be taken for development.
Many argued that Chinapaid high pricefor joining the WTO. People are accustomed to
label accession agreements with “commitments’, “obligations’ or “concessions’.
However, the WTO accession agreements defy a general categorization of obligations
or rights. For acountry in transition like China, some*“rights’ featured with exceptional
reservations or extended protection do not necessarily lead to positive outcomes. On
the contrary, such rights may hinder the market reform process. On the other hand,
“obligations’ or “commitments’ that may bring short-term burdens, inturn, arelikely to
beincentivesto spur institutional advancement. In sum, most of those“obligations” are
exactly the steps China shall take to deepen reform and to broaden opening so as to
establish itsrule-based market economy mechanism. To fulfil these WTO commitments
Chinahasto first meet demands of national development agenda.

“Bringing proper order to abig country islike cooking asmall fish” asaChinese proverb
states. Likewise, for all WTO members who shall have proper order to both internal
domestic devel opment and externa obligations, the leadership from government, business
and civil society need patience and slightness of touch on every societal part that have
to assume this responsibility.

Dr. Cheng Shuaihua is PhD Section Chief at the Development Research Center, Shanghai Municipal
Government.
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Trade Policy and Poverty Reduction:
The Case of Malawi”

Ephraim W. Chirwa

Malawi has been pursuing unilateral trade policy reformsunder the structural adjustment
programmes supported by the World Bank and the International Monetary Fund since
1981. Thesereformswere amost complete by 1995, but the growth of the economy has
been erratic and recent studies show that the poverty situation has worsened. Our
analysis showsthat trade policy changes have had limited or negative effects on growth
and poverty because of lack of prior policy analysis; the failure to address supply-side
constraints that would have enabled the market system to work effective and failureto
implement the necessary complementary and compensatory policies.

Introduction

Malawi is one of the least developed countries of the world with a per capita gross
national product of $190, with 30 percent of the under-five children being malnourished,
theinfant mortality rate of 229 per 1,000 live births and alife expectancy at birth of 42
years (World Bank, 2001). Recent available estimates reveal that 65 percent of its
population live below the poverty line, with 29 percent barely surviving (NSO, 2000).
Agriculture remains the predominant sector for the livelihoods of more than 90 percent
of the population. Studiesal so show that the performance of the economy wasremarkable
in the first fifteen years of independence with economic growth rates averaging 5.9
percent per annum. However, following the oil shock of 1979 and deteriorating terms of
trade and weakening internal demand, real growth ratesfell from 3.9 percentin 1979to -
1.1 percent in 1980 and -4.7 percent in 1981. The burst between 1979 and 1981 drove
Malawi into the adoption of World Bank structural adjustment programmes and
stabilisation programmes of the International Monetary Fund (Harrigan, 1991; Mhone,
1992; Kaluwa et al., 1992). Since 1982, the Government of Malawi has unilaterally
introduced severa economic and trade policiesin aphased and sometimesin anindecisive

* This paper was prepared for the Afro-Asian Seminar, but was not presented. It is based on the
research project “African Trade Policy and Poverty Reduction” in association with the Overseas
Development Institute (ODI), United Kingdom.
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manner, some of which were directly targeted at reforming the agricultural sector that
remains an important sector as a source of livelihood for the poor.

Trade policy reforms have been at the centre of economic policiesin Maawi. Thereis
growing recognition at theoretical levels that trade openness leads to high economic
growth and overall welfare, but the evidence to support the poverty reduction effects of
tradeisstill not convincing. In practice, dueto the differencesin the stages of economic
development, developed countries have tended to benefit more from trade than
devel oping countries. For instance, CEC (2002) notesthat although tradein manufacturing
has increased substantially for developing countries as a group, exports of many
developing countries particularly least developed countries and a large number has
experienced adeclinein the share of world trade. This has generated scepticism among
developing countries of the benefits that they are likely to benefit from multilateral
agreements under the World Trade Organisation (WTO). The concerns of the developing
countries were addressed as a promise to the developing countries in the Doha
Development Agendain which the needs and interests of developing countries haveto
betaken into account in liberalising world trade (WTO, 2001).

There are opposing views about the benefits that may occur to both developed and
developing countries from the multilateral trading system. Many have been sceptical
about the success of the implementation of the Doha Development Agenda becausethe
previous rounds of multilateral trade negotiations have not brought equitable benefits
to developed and devel oping countries. Panagariya (2002) notes that the Doha agenda
doesnot correct theimbalancein the benefitsfrom trade liberali sation between devel oped
and developing countries. Theimbalancein the benefits from the Uruguay Round will
therefore bein favour of the devel oped countries. McGuirk (2002) observesthat even if
the Uruguay Round commitmentswereto befully implemented, protection will remain
high and concentrated in areas of particular interest in developing countries — such as
in agriculture in which little progress has been made in reducing high tariffs and trade-
distorting subsidies of devel oped countries. Oxfam (2001) notesthat the Uruguay Round
outcomes were unfair to poor countries, and calls for a rebalance in the previous
agreements. Others have argued that Doha presented false promises to developing
countries (ECA, 2003). The continued failure to redress the imbalance in the previous
rounds partly led to the failure to reach agreement in Cancun; and hence the Doha
Development Agenda has come under increasing scrutiny.

This paper presents a case study of the impact of trade policy reforms on poverty
reduction. We show that despite the many trade reforms that have been implemented
since 1981, the growth rate of the economy has been dismal and erratic and where
growth has been positive such growth has not been distributive to reduce poverty. The
paper isorganised asfollows. In the next Section, we outline the various trade policies
that Malawi has pursued since the 1980s. Section 3 providesthe evidence on theimpact
of trade reforms on growth and poverty. In Section 4, we provide possi ble explanations
for the observed impact of trade policy reformson economic growth and poverty. Finally,
Section 5 provides concluding remarks.

#Zd X CUTS From Cancun to Sio Paulo « 181



Trade Reforms in Malawi

Malawi’s trade policy following independencein 1964 until the late 1970s focused on
promotion of import-substitution policies and trade was more restrictivein which there
was limited emphasis on exports. This period was followed by afifteen-year transition
period (1981-1994) inwhich Maawi pursued structural adjustment reforms by opening
up various sectors of the economy with emphasis on export orientation. Table 1 presents
major domestic and international trade policy actions during the reform period. The
objectivesof policy reformsincluded the diversification of the economic base, ensuring
appropriate price and incomes policy, improving the policy environment for manufacturing
and trade, and restructuring of fiscal budgetary allocation and expenditure.

With respect to international trade policies, there has been progressive liberalisation of
thetrade and capital account of the balance of payments. Quantitative restrictionswere
eliminated and foreign exchange alocation was phased out and only 20 percent of
imports were subject to foreign exchange controlsin 1989. The duty drawback system
wasintroduced in 1988, although the administration of the scheme hasbeen inefficient.
Tariffswerelowered and reformsin the surtax regimes unified surtax ratesfor domestic
production and imports. The highest tariff rate was 130 percent before reforms, but this
was reduced to 45 percent and the government introduced a surtax credit system in
1989. The base surtax rate was reduced from 35 percent in 1991 to 25 percent in 1992.

International trade policieswere geared toward providing incentivesfor export production
and structural reforms were associated with the strengthening of regional integration
and trade openness within regional blocs. Exporters were also allowed to retain 90
percent of their foreign exchange earningsin foreign denominated accountsat commercial
banks, a policy that was reversed to a 10 percent retention rate before the end of the
year. The government introduced bonded factories and Export Processing Zones (EPZ)

Table1Major TradePalicy Actionsduringthe Reform Period (1981 —1994)

Domestic Trade Policy Actions International Trade Policy Actions

e Periodic increases in interest rates and | Periodic devaluation of the Malawi Kwacha.
agricultural prices. e Increases in trade taxes and foreign
Restructuring of state owned enterprises. exchangerationing.

Liberalisation of industrial output prices. | o Floatation in February 1994.
Liberalisation of the financial sector and | ¢ Elimination of quantitative trade

interest rates befween 1987 -1989. restrictionsand foreign exchangerationing.
e Removal of preferential lending to | o Introduction of duty drawback systemin
agricultural sector in 1990. 1988.
e Liberalisation of agricultural marketing | ¢ Introduction of surtax credit scheme in
services (output in 1987 and inputs in 1989.
1990). e Bilateral trade agreement with South
o Liberaisation of someagricultura produce Africain 1991.
pricesin 1988. e Reductionsintariffsleading to amaximum
Removal of fertiliser subsidies by 1991. of 75 percent in 1994.

Privatisation of state-owned enterprises.
Liberalisation of entry into manufacturing
in 1991.

Source: Chirwa (2004)
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schemesin 1995. However, an export tax wasintroduced in 1995 on traditional exports of
tobacco and sugar to encourage diversification into non-traditional exports, but was
eventually removedin 1999.

In 1990, Maawi entered into an asymmetric bilateral trade agreement with South Africa
in which South Africa admits free of customs duty goods grown, produced or
manufactured with 25 percent local value-added while Malawi providesthe most favoured
nation treatment to imports from South Africa (Imani-Capricon, 2001). Malawi entered
into areciprocal bilateral trade agreement with Zimbabwe in 1995 which accords duty
freestatuson all goodsthat have at least 25 percent local value-added and that conform
to the national standards of theimporting country. Malawi al so acceded to the Common
Market for Eastern and Southern Africa(COMESA) freetrade area, which commenced
towards the end of 2000. The countries that have acceded to the COMESA free trade
areahavereduced tariffson intra-trade by 60-90 percent, which allow imports of finished
goods from these countries duty free while imports of raw materials and intermediate
goods from other countries attracting duty.

Due to the various international trade policies and agreements tariffs were also
substantially reduced and trade has become open. In 1997, export and import licenses
were no longer required and duty on imports of raw materials for the manufacturing
sector was eliminated. The number of tariff bands was reduced and the maximum tariff
fell to 40 percent in 1996 from 70 percent; then to 35 percent in 1997 and 25 percent in
1999,

Another significant policy instrument during this period was the exchange rate
management. In the late 1980s and early 1990s, the government pursued a policy of
periodic devaluation of the Malawi Kwacha. In 1991, the system of foreign exchange
allocation by the Reserve Bank was abolished and the foreign exchange market was
therefore completely liberalised. Over the period, 1983-93, the Malawi Kwacha was
devalued by morethan 300 percent. In February 1994, the Maawi Kwachawasfloated
on the foreign exchange market |eading to its depreciation by more than 300 percent by
the end of the year. However, thereal effective exchange rate had at times appreciated
and the World Bank (2003) attributes the appreciation of thereal effective exchangerate
tothe high levels of inflation that averaged about 35 percent per year between 1995 and
2000.

International trade policieswere coupled with theliberalisation of domestic trade through
liberalisation of pricesof industrial and agricultural output and inputs, removal of fertilizer
subsidies, liberalisation of production of special agricultural cash cropsand liberalisation
of agricultural marketing activities. Domestic trade policies mainly focused on the
liberalisation of the agricultural sector. For instance, the Malawi Government removed
restrictionsthat prevented smallholder farmersfrom producing and marketing high value
crops such as burley tobacco in 1995. Thiswas followed by the liberalisation of prices
for all agricultura cropsexcept for maizein 1996. The maize pricing policy changed from
one with differential pan-territorial and pan-seasonal parity pricing to a price band,
which ADMARC was expected to defend in 1996, but was eventually abandoned in
2000. Thebase surtax rate was reduced to 20 percent by 1996 from its 25 percent level in
1992. The government also continued the privatisation of state owned enterprises
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through the National Privatisation Programme from 1996, but this was suspended in
2001 dueto lack of tangible benefits.

What is the existing trade regime to day in Malawi? Domestic trade is completely
liberalised and the government no longer intervenesinthe pricing of agricultura products.
The private sector isactively participating in agricultural produce and input marketing
competing with the state marketing agency (ADMARC). Theincreased participation of
private traders in agricultural markets has weakened ADMARC's monopsony power
and asaresult ADMARC has embarked on arestructuring exercise through closure of
unprofitable marketsin remote areas (Mvulaet al., 2003). Malawi isa sorelatively open
to international trade. Barriers to trade have been reduced following the program of
economic and trade policy reforms. WTO et al. (2003) note that the reductionsin trade
taxes have lead to relatively moderate tariffs with the average Most Favoured Nation
(MFN) tariff of 13.6 percent; 15.2 percent for agricultural productsand 13.3 percent for
manufactured products which are comparable with those of neighbouring countries
such asZambia, Mozambique and South Africa. Non-tariff barriershave been progressive
eliminated. Within regional groupings of SADC and COMESA tariff rates are being
lowered to achieve free trade area by 2008 and a customs union by 2004, respectively.

Impact of Trade Reforms on Growth and Poverty

Theanalysisof theimpact of trade policy reformson poverty or micro—macro economic
variablesin Malawi, likein many other devel oping countriesthat have pursued various
economic reforms, is complex. It isdifficult to isolate the effects of specific economic
policies on growth, poverty and distribution due to the sequential and sometimes
simultaneous implementation of trade and economic policies (Kanji and Barrientos,
2002).! Dueto the complexity of the relationship between trade liberali sation and economic
performance or poverty reduction, very few empirical studies have been undertakenin
Malawi. Most of these studies deal with the impact of trade policy reforms on
macroeconomic performance. Given theabovelimitationsthe analysisin Malawi suggests
thefollowing:

e The performance of the Malawian economy has been weak with growth in gross
domestic product being erratic and the economy grew at 5.9 percent in the 1970s
compared with 2 percent in the 1980s and 2.95 percent per year between 1990 and
2001 (Table Al). The sectoral composition of exports and imports has not changed
much, with tobacco, teaand sugar accounting for 78.3 percent of export earningsin
the 1995-01 period compared with 76.1 percent in the 1970s. The manufacturing
sector still accountsfor lessthan 10 percent of export earnings. The current account
deficit of the balance of payments as a ratio of gross domestic product has been
waorsening, averaging 13.4 percent of GDP. Importsincreased at afaster rate than
exports, worsening the balance of payment position.2 Whiletheincreasein imports
may not be necessarily bad for the poor, the extent to which theincrease in imports
has benefited the poor through consumption of imported commaoditiesis not known.

e International and domestic prices for the main tradable agricultural commodities
have been declining in real terms, but there is no evidence of a price transmission
between domestic prices and export prices. Simple regression analyses on the
behaviour of real domestic pricesgenerally show that thereisanegativerelationship
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between international prices and domestic prices and that real exchange rate
depreciation is associated with falling real domestic prices. One reason for lack of
the price transmission between international and domestic prices maybe that export
trade is dominated by a few agents, with most of the private traders engaging in
domestic trade. Thelack of the pricetransmissionshas several implications. First, it
impliesthat evenif priceswereto improveintheinternational markets, the extent to
which smallholder farmers benefit from movementsin theinternational prices may
be limited. Secondly, lack of price transmission impliesthat the international price
movementsdo not offer incentivesfor diversification of exportables away fromthe
traditional exportswhosepricesarefalling.

e The manufacturing sector also reveal weak performance in the 1980s and 1990s,
growth in manufacturing value-added was 10.1 percent per annum in the 1970s
compared with 2.1 percent in early 1980s (Mulaga and Weiss, 1996). Ahsan et al.
(1999) find that manufacturing output neither contracted nor expanded significantly
inthe adjustment period and find evidence of restructuring with technology becoming
morelabour intensive. However, others such as Jalilian and Weiss (2000) inasample
of developing countries, using datafor Malawi between 1970 and 1993, do not find
evidencethat manufacturing output declined significantly. However, recent studies
on the manufacturing sector show that there has been a substantial declinein the
growth rate of manufacturing output (Chirwa, 2003).

e Although national food production has increased over time, maize (staple food)
production has fallen below the minimum food requirementsin the reform period.
Furthermore, the index of net cereals per capitaand net food production per capita
on average show a decline in the post-reform period compared with the period
beforereforms. At household level, and categorising farm households by land size,
the available data shows that household food security is worsening and there was
adeclineinreal food expenditure.

e Theempirical evidence of impact of trade policy onincomes of various livelihood
groupsincluding smalholder farmersisanecdota . NEC (2002), inaqualitative poverty
monitoring study concludesthat the poverty situation hasworsened. Chirwa (2004)
using matched panel datafor 349 househol ds also find that the head count increased
from 79.7 percent in 1998 t0 91.4 percent in 2002, and that real incomesfell morefor
household with large land holdings (Figure Al). There is also evidence that
profitability in agricultureisdeclining. World Bank (2003) using datafrom the National
Smallholder Farmers' Association of Malawi (NASFAM) shows that except for
increases in rice, gross margins from burley tobacco, cotton, paprika, cassava and
groundnutsfell by morethan 50 percent between 1995-96 and 2000-01.

Why have Trade Reforms not been Pro-Poor ?

The evidence from this case study suggests that trade policy reforms have not been
pro-poor and most of the poor are net losers from policy changes under structural
adjustment reforms. There are several factorsthat explain the weak link between trade
policy, economic performance and poverty reduction. Some of the issues that have
undermined the desirable effects of amore open trade regime include the following:
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e Structural adjustment reforms were designed and the process more directed by the
World Bank and International Monetary Fund, whose knowledge about the working
of the Malawian economy was snapshot. Thisresulted in lack of capacity or interest
by Malawians in policy analysis and in determining the pace of reforms. Thus,
although most government ministries and departments at the centre of economic
policy reformshavewell-trained economists, policiesareimplemented without andysis
on opportunities, constraints and the various poverty groupsthat arelikely to benefit
or to be disadvantaged as a result of policy reforms. Thus, the poor are not at the
centre of trade policy-makingin Malawi.

e Thelack of analytical understanding intradeissuesby policy makersisalsoreflected
in the poor definition of the trade policy agendain the Maawi Poverty Reduction
Strategy Paper (MPRSP) and the Growth Strategy (GS), both of which make very
little reference on the role of trade in reducing poverty. The trade policy agendais
based on the continued promotion of agricultural products without paying attention
to the supply side issues that have constrained the translation of trade policies to
poverty reduction in the past.®

e Theadjustment period, 1980s and 1990s, has been associated with macroeconomic
instability, and some of the policies such as devaluation of currency have created
considerableinflationary pressure. Inflation averaged 8.4 percent per annum in the
1970s compared to above 15 percent (with an increasing trend) since the 1980s
(TableAl).

e Various stakeholders in trade-related issues were rarely consulted in the design,
implementation and monitoring of policy reformsin Malawi. Where such consultation
occurred the process was often ah hoc and ineffective.

e The few civil society organisations that may have interest in trade issues do not
represent the interest of the poor as most are membership organisations requiring
monetary subscriptions, although farmer organisations such as NASFAM tend to
advocate policiesin favour of the poor. Apart from this, civil society organisations
do not have the analytical capacity to articulate the effects of policy changes on
their membership or the poor, and tend to have fragmented interests.

e Dueto lack of palicy analysis prior to the implementation of policies, very little
attention was paid to the complementary and compensatory policies that would
have shifted the gains to the poor. For example,

e Addressing land distribution problems for smallholder agriculture and credit
constraints may be vital for achieving growth and redistribution of wealth.

e Theorganisation of smallholder farmersinto co-operatives or marketing groups
prior to liberalisation of agricultural markets could have minimised the
monopsonistic power of the private traders and large institutional buyers.

e Macroeconomic stability, adequate infrastructure facilities, appropriate
regulations and effective ingtitutions are vital for realising positive gains from
trade.
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Concluding Remarks

Malawi has gone through a series of unilateral trade reforms under the structural
adjustment programs supported by the World Bank and the International Monetary
Fund since 1981. Although, Malawi has experienced long periods of adjustment, very
few empirical studies exist on the impact of trade reforms on poverty reduction.
Nonetheless, the few existing studies suggest that although Malawi has become more
open to international and domestic trade the benefits have been limited. Economic
growth has been erratic and the structure of production has not significantly changed
(agriculture remains the most important sector for domestic product and exports) and
poverty is on the increase, athough the failure cannot be attributed to trade policy
reformsalone. What doesthe unilateral trade policy reform experiencein Malawi imply
for the multilateral trade-devel opment agenda?

o First, dueto lack of empirical studies, our understanding of the link between trade
policy reforms and poverty is still limited, but the available evidence suggests the
need for careful management of trade reforms so that gains from open trade are
maximised. However, thereis need for careful research that tracks the benefits and
thelossesthat result from specific trade policies. For example, in the case of Malawi,
research is required on the impact of trade initiatives such as the African Growth
Opportunities Act (AGOA) and Everything-But-Arms (EBA) that have increased
market accessto the United States of Americaand European Union, respectively to
sharpen our understanding of the trade-poverty linkages. The sugar industry, for
instance, has had its quota to the EU increased, but the effect of this has not been
investigated — particularly on how the smallholder out-growers and the poor have
benefited from this devel opment.

o Secondly, the development or strengthening of analytical skills of policy makers
responsible for trade policy and civil society organisations that work with the poor
isnecessary for effective policy making to enable policy makers understand the full
implications of various policies on various livelihood groups and to enable them
design the necessary complementary and compensatory policies including the
sequencing of such policies.

o Thirdly, policy makers should recognise the important roles of complementary and
compensatory policiesinthe design and implementation of trade policies. For instance,
macroeconomic stability and targeted safety netsto mitigate the effects of adjustment
on vulnerable groups may play important roles in realising the gains from trade
liberalisation.

Dr. Ephraim Wadonda Chirwa is Senior Lecturer in Economics at the University of Malawi, Chancellor
College, in Zomba.
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Appendix

Table Al Selected Economic I ndicators, 1973 — 2001 (averages per year)
Indicator 19731979 | 1980-1989| 1990-1994 | 1995-2001
GDP Growth (%) 59 20 06 54
Inflation (%) 84 166 20 390

Fiscal Deficit/GDP (%) -7.16 964 =142 -119
Money Supply Growth (%) 133 183 285 316
ExchangeRate (MK/$) 085 107 222 153
Source: Chirwa and Zakeyo (2003)
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Endnotes

1 Other factors that make the analysis difficult in Malawi include economic policy reversals, the
on-going nature of the adjustment process, and the occurrence of natural disasters such as drought
in most parts of the country in 1992 and 1994 and heavy rains in 1997 and 2001as well as the lack
of data on poverty prior to 1998.

2 Exchange rate devaluation has been one of the policy issues expected to influence the direction
of trade by encouraging exports and discouraging imports. Hence, it was expected that exports
would increase at a faster rate than imports in order to improve the balance of payments position.
It is not clear whether this analysis took into account the effect of aid flows on the exchange rate.

3 The trade strategy based on agriculture may bring limited benefits due to land constraints and
declining international prices and the weak link between international and domestic prices and
production decisions of smallholder farmers. Furthermore, poverty analysis studies revea a close
relationship between poverty and incomes from wages from paid employment in non-agricultural
sectors, yet the MPRSP and GS do not focus on creation of paid employment of the unskilled
labour resource and the extent to which trade can be a conduit.
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The Probable Future of
SAARC-SADC Relations:

Phil Alves and Peter Draper

Theincentiveto tradeistraditionally the enginethat drives economic relations between
countries. A trade agreement between any two potential partners, be they individual
countriesor acountry and aregional grouping likethe European Union (EU), isusually
aredlistic and manageable goal. A trade agreement between two regional associations
likethe South Asian Association for Regional Cooperation (SAARC)! and the Southern
African Devel opment Community (SADC)? isnot. Not at the moment anyway. But there
areother optionsfor SAARC-SADC relations, particularly for some of the bigger players
within each region.

Before exploring them, it isuseful to find out why theformer claimistrue. At least two
good reasons come to mind. First, neither SADC nor SAARC is a customs union;
neither possesses a common externa tariff (CET). This makes the formulation of a
common bargaining position for each region a time-consuming, resource-intensive
challenge. But these are the two things neither group has alot of.

Second, neither group has managed to negotiate an effective trading arrangement for
itself. The SADC Free Trade Area(SADC-FTA), ratified by SADC membersin 2000, and
the South Asian Free Trade Area(SAFTA), signed in January thisyear, are both juvenile
agreements containing many holes.

The problemsin each, which will not be detailed here, are understandable when placed
in context. One must not forget that none of the countries in these two regions have
much non-WTO experience in formulating and managing trade agreements. And most
lack theinstitutional capacity and bureaucratic resources to make decent contributions
to the process.

* This paper was prepared for the Afro-Asian Seminar, but was not presented.
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Then add the unavoidabl e problem of huge disparitiesin size, structure and interests of
the economiesin each region, and it becomes clearer why neither of the af orementioned
FTAs have met with much success.

But understanding why the problems exist does not makethem go away. If SAARC and
SADC have had to struggle as much asthey have to make their economics of their own
associations work, it would be foolhardy to argue that the two regions possess the will
or the know-how to make the economics of an inter-regional agreement work any better.

So what options are we left with?

Themost likely scenario seesIndiaand the Southern African Customs Union (SACU)?
sitting down at the negotiating table. Acting on her own, India can pursue its interests
in Southern Africawithout having to seek consensus from other SAFTA members, and
SACU, athough not perfect, is more likely to encounter fewer internal obstacles than
SADCwould.

A further advantage existsin the form of aframework agreement signed by South Africa
and Indiain 2002; thebasisfor aPTA between SACU and Indiaisthusaready there. But
progressin the Indo-South Africatrade negotiations halted when it cametimeto renew
the SACU Agreement, a process that resulted in the inclusion of the other SACU
membersin the negotiationswith India.

Trade relations between SACU and India (or any other country for that matter) cannot
be furthered until SACU organises its internal affairs. Fortunately, the process of
establishing a SACU Secretariat is already underway, and the pressure of the pending
SACU-UStrade agreement ishurryingit along.

But most important of all isthefact that political relations between SACU and Indiaare
strong—as anyone interested in international relations will know, the economic cart
never precedes the political horse. In this instance, the African side has been driven
mainly by South Africa sresurgent relationship with Indiasince 1994.

The reasons why India and South Africa regard each other as good strategic partners
are simple: both are powerhouses in their own regions, both stand to gain more from
each other than they do from their regional arrangements, and together, Indiaand South
Africaform asubstantial power bloc in the South.

So, we have established that Indiaand SACU are serious about atrade agreement. And
wethink that such cooperation will be manageable oncethe new SACU Agreementisin
effect. But we have not yet decided if it makes any sense for either party. After all, do
India and SACU not compete for the same Northern markets? And is this not just
another example of theincreasingly popular ‘letsgo bilateral’ trend?

We will tackle the second question first. It isimportant to realise that closer economic
ties between Indiaand SACU is part of, and encouraged by, a much grander scheme.
TheIndia-Brazil-South Africa(IBSA) Dialogue Forumwasbornin thefirst half of 2003;
Cancun demonstrated its significance and strength in the multilateral environment.
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WhilelBSA iscurrently running almost solely on diplomatic fuel, thereisno doubt asto
thethree countries’ economicinterestsin each other. Indiain fact views South Africaas
the gateway not only to the rest of sub-Saharan Africa, but to South Americatoo; and
Brazil views South Africainasimilar light. Engineering bilateral trade policiestoreaise
these ideas is not only sensible but also overdue.

Thebiggest hurdle IBSA facesisactually committing to alowering of the trade barriers
each presentsto the other. Will the three countries be able to back the politicswith some
real economic reforms? This brings us back to the first question: surely South Africa
and India, having similar export baskets, must compete more than cooperate? Well, not
redly.

Trade between South Africaand Indiain fact exhibits outstanding potential. Between
1991 and 2000, South African importsfrom Indiagrew at an average annual rate of 46
percent, from ZAR 82 millionto ZAR 1.8 billion. South African exportsto Indiagrew at
an average annua rate of 78 percent, rising from ZAR 21 millionto ZAR 3 billion. Over
the same period, South African imports and exports grew by only 17 percent and 15
percent respectively.

Yet despiteimpressiveincreases, Indo-South African trade still only comprisesalowly
one percent of each country’stotal. One hasto believethat it isat least in part because
of existing trade barriers. It isthus not surprising both governments are eager to sign an
agreement, and that South Africais doing its best to hurry the SACU process along.

Furthermore, let us not forget the myth that similar economies can find no grounds for
mutual gain through trade. Yes, exporters in SACU and India do compete with each
other in many OECD markets. But asignificant proportion of current world tradeisintra-
industry, and flows between OECD countries of similar structure and levels of
devel opment.

Intra-industry trade, in volume terms, is as widespread a phenomenon as North-South
‘Ricardian’ trade, which isbased on comparative advantage. Thereisno reason why the
North-North pattern cannot replicate itself in the South, especially since China and
India are rapidly discrediting the old objection that there is no market outside of the
core.

This idea finds support in the (surprising) degree of complementarity between the
South African and Indian economies. For example, while Indiacan provide SACU with
cheap textiles, rubbers and generic pharmaceuticals, South Africa can offer India a
range of primary and resource based products (such as rock phosphates and gold), as
well as high-tech mining and transport equipment. South African engineersare good at
building basic infrastructure, which is something that continues to partially hinder
progressin India.

The bottom lineis that freer trade between India and SACU makes some sense. If the
bilateral liberalisation processisincremental and well managed, the gains from trade
espoused in first year textbooks may well become areality.
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And the eagernessis not simply part of aheady reaction to IBSA’'s show of strength at
Cancun. The line on a map connecting the three economiesis almost dead straight. It
does not take much to realise that goods flowing between South America and South
Asiaought to be going through Southern Africainstead of through Europe, as most of
them currently do.

Furthermore, it would be naiveto criticise IBSA on the groundsthat it diverts attention
from the massive benefits of trade deal swith big northern economies. SACU iscurrently
negotiating a deal with the US; Indiais considering the same. South Africa concluded
trade negotiations with the EU in 2000. And Brazil has alwaysheld aprominent rolein
the FTAA negotiations.

Phil Alves is a Sudent Intern at the South African Institute of International Affairs. Peter Draper is a
Research Fellow at the South African Institute of International Affairs.
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Endnotes

1 The South Asian Association for Regional Cooperation: Bangladesh, Bhutan, India, the Maldives,
Nepal, Pakistan and Sri Lanka.

2 The Southern African Development Community: Angola, Botswana, the DRC, Lesotho, Malawi,
Mauritius, Mozambique, Namibia, the Seychelles, South Africa, Swaziland, Tanzania, Zambia and
Zimbabwe.

3 The Southern African Customs Union: Botswana, Lesotho, Namibia, South Africa and Swaziland.
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ASEAN-IndiaFree Trade Agreement:
Prospect for ASEAN-South Asia
Economic Integration?

Jose L. Tongzon

Since the end of the Cold War and theinitiation of India’s Look East Policy, India has
conducted a series of discussions with its neighbours of the Association of Southeast
Asian Nations (ASEAN) to take their economic relationship further in the form of an
economic partnership agreement. India is currently engaged in discussions to form
bilateral economic partnerships with Singapore and Thailand. It is also holding
negotiationswith ASEAN countries after the signing of the ASEAN-India Framework
Agreement on Comprehensive Economic Cooperation. In addition, sub-regional
cooperation between Indiaand some of the ASEAN members, such asVietnam, Thailand,
Myanmar and Laos has al so increased.

Giventhe current foray of regional and bilateral freetradeinitiatives between Indiaand
the ASEAN countries, it would be useful to seeif thereisany prospect for asuccessful
freetrade agreement between South Asiaand the ASEAN countries. Asafirst step, this
paper looks at the possible IndiaaASEAN economic integration.

ASEAN-India Trade

AsTable 1 below shows, ASEAN-Indiatrade has grown from around 2 billion USD to
around 9 billion USD over aperiod of 8 years. Indiahas enjoyed apositive trade balance
with Cambodia, Myanmar, the Philippinesand Thailand whileit experiencesanegative
trade balance with Malaysia, Brunei, Indonesia and Singapore. Singapore is India's
ASEAN major trading partner. India smagjor exportsto the ASEAN countriesare el ectrical
machinery and appliances, textiles and apparel and vegetable oil while the ASEAN
countries’ major exportsto Indiaconsist mainly of electrical machinery and appliances,
chemicals, metal and metal products.

* This paper was written for the Afro-Asian Seminar, but was not presented.
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TABLE 1: ASEAN-INDIA TRADE
ASEAN EXPORTS TO INDIA (000 USD)

MALAYSIA | BRUNEI | CAMBODIA | INDONESIA | MYANMAR | PHILIPPINES | SINGAPORE | THAILAND ASEAN
1993 | 209,670.1 0.0 0.0 99,926.1 0.0 225,618.6 948,738.1 0.0 | 1,483,952.9
1994 | 504,856.4 120 0.0 269,191.3 0.0 12,988.7 | 1,202,483.5 0.0 | 1,989,531.9
1995 | 760,167.3 23.6 0.0 381,023.6 0.0 20,2284 | 1,659,609.1 0.0 | 2,821,052.0
1996 | 1,073,705.9 25.4 0.0 422,753.6 0.0 36,562.2 | 1,954,417.2 | 2353403 | 3,722,804.6
1997 | 1,049,552.7 0.0 0.0 703,491.4 0.0 33,779.0 | 2,297,082.8 | 389,288.7 | 4,473,194.6
1998 | 1,642,516.3 0.0 0.0 722,894.3 0.0 37,5104 | 2,433,700.3 | 381,240.5 |5,217,861.8
1999 |1,860,377.8 0.0 0.0 9239385 | 150,904.5 415398 | 2,503431.1 | 247,882.8 | 5,728,074.5
2000 |1,703,016.8 225.1 134.6 | 1,151,282.2 | 247,846.9 63,9985 | 2,786,528.5 | 602,569.8 | 6,555,602.4
2001 | 1,482,583.5 |52,243.0 50.1 | 1,053,939.5 | 349,659.2 71,1457 | 2,719,634.2 | 481,719.0 |6,210,974.2

ASEAN IMPORTS FROM INDIA (000 USD)

MALAYSIA | BRUNEI |CAMBODIA | INDONESIA | MYANMAR | PHILIPPINES | SINGAPORE | THAILAND ASEAN
1993 | 316,080.1 | 3,987.9 0.0 335,399.7 0.0 109,670.9| 668492.1 00| 1,433,630.7
1994 | 3084657 | 7,575.7 0.0 350,998.8 0.0 130,4655| 753,088.6 00| 1,550,594.3
1995 | 4294171 | 16,0120 0.0 478,847.3 0.0 106,635.1| 8159375 00| 1,846,849.0
1996 | 666,144.8 | 13,7774 0.0 655,799.9 0.0 218,616.2| 9524685 | 334,778.1| 2,841584.9
1997 | 662,554.0 | 14,023.1 0.0 697,412.3 0.0 228,172.3| 1,075,852.2 | 1,717,685.1| 4,395,699.0
1998 | 4286509 | 6,282.0 0.0 292,930.2 0.0 1419372| 6049009 | 267,966.3| 1,742,667.5
1999 | 4747846 | 64453 0.0 2754581 | 62474.9 1356205| 7388934 | 451,3665| 2,145043.3
2000 | 7352206 | 3967.7 9,194.3 5248275 | 70,218.6 166,393.8| 1,077,460.7 | 624,076.6( 3,211,359.8
2001 {1,070,714.6 0.0 28114 486,2585 | 79,360.5 2374811 1,117,967.2 | 673,492.2| 3,668,085.5

Source: ASEAN Secretariat (www.aseansec.org)

Prospect for ASEAN-India Economic |ntegration?

The extent of complementarity in the export and import structure of potential member
countriesis one of the key considerations when two or more countries decideto forma
Free Trade Area(FTA). Modified by Michaely (1996) based on theindices he devel oped
earlier (1962a, 1962b), the Trade Complementarity Index (TCI) providesinformation on
how well the structure of imports and exports of potential FTA members can match.
Michaely (1996) pointed out that this index is also an indicator of the relevance of a
contemplated preferential agreement. Using this method, the respective proportions of
each class of commoditiesin a country’s total exports and imports are calculated and
subtracted from each other. The absolute values of the differences for each class of
commoditieswill be summed up to obtainthe TCI.

In other words, TCI between country i and j is defined as:
Trade Complementarity Index, TC,= 100—2(] Mia—Xja| 12) (D]

Where M 2 denotes the share of commodity ain all imports of country i
X? denotes the share of commaodity ain all exports of country j
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Theindex is zero when no goods exported by one country areimported by another, and
100 when their export and import shares exactly match. The higher the value of this
index, thegreater istheir trade complementarity. From the changesin theindex over time,
we can a so determinewhether their trade profiles are becoming more, or lesscompatible.
FTAs will be facilitated when the match between imports and exports is close. The
higher the value of thisindex, the morelikely will the proposed FTA succeed.

Yeats (1998) computed TCI for selected FTAsintheworld at the point of their initiation
(seeTable 2). Hefound that successful FTAS, tend to have higher TC compared to those
agreementsthat wereeventually dissolved. For example, TCI for the European Community
and the North American Free Trade Association (NAFTA) were between 53.4 and 56.3,
whereas it ranged from only 7.4 to 22.2 for the origina Andean Pact and the Latin
American Free Trade Association (LAFTA).

TABLE 2: TCI FOR SELECTED REGIONAL TRADE ARRANGEMENTS

Regional Arrangement Index Regional Arrangement Index
Canada-United States FTA 64.3 Mercosur? 286
NAFTA 56.3 LAFTA 222
European Community? 534 Andean Pact* 74

Source: Yeats, 1998

Adopting atechniquesimilar to Yeats, thetablesbel ow provide apreliminary examination
of the extent to which ASEAN'’s exports can match theimport demand of Indiaaswell as
of other prospective economic integration partners (i.e. China, Japan and Korea). Onthe
whole, ASEANG6 were more complementary to India compared to ASEAN4 with the
exception of Myanmar. Among all ASEAN countries, Indonesia has the highest TCI,
followed by Myanmar, Thailand, Malaysia, Vietnam and Singapore. Following Yeats
argument, for these ASEAN countries, itisfavourablefor themtoformaFTA with India
On the other hand, the other ASEAN countries had the lowest match with India. For
these countries, we cannot confidently conclude whether their FTA with Indiaislikely
to fail or succeed.

Brunei

As can be seen from Table 3, a FTA with Japan is the least favourable for Brunei, as
compared to other potential FTA partners of China, India and Korea. Brunei’s export
structure can best match the import structure of China, followed by India, Korea then
finally Japan. However, other than with China, Brunei’s TCI with the other countriesare
way below the halfway mark®. Hence, the chancesfor asuccessful FTA with these other
countriesarerelatively lower compared to China. Generaly, its TCI with Koreahasbeen
increasing over thepast 5 years—from 22.76 in 1992 to 35.07 in 2001 —its TCI with Japan
isfluctuating around 25, while that with India hovered around 30.
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TABLE 3: TCI FOR BRUNEI AND SELECTED ECONOMIES

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
Japan 217.64 2417 24.26 2314 2475 | 2745 2592 30.66 — —
China 52.89 54.42 54.28 5841 59.79 | 56.64 54.68 58.64 — —
India 3440 30.85 3057 30.80 36.64 | 3320 29.56 42.78 — —
Korea 22.76 2161 21.78 2116 2345 | 2182 30.93 35.07 — —

Note: — : Data not available
Source: Author’s calculations

Indonesia

Inthe case of Indonesia, Japan isits most desirable partner, although its export structure
also highly complementstheimport demand of India, Koreaand China. Ascan be seen
from Table4, its TCI with these economiesare closeto 80, and hasgeneral ly exhibited an
increasing trend since 1992. With such high TCI, based on the argument adopted by
Yeats (1998), Indonesia not only can have successful FTA with Japan. It may also
consider a FTA with India or Korea. China, on the other hand is the least desirable
choicefor Indonesia. Its TCI of 67.43 isthe lowest among the four countries.

TABLE 4: TCI FOR INDONESIA AND SELECTED ECONOMIES
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
Japan 67.96 69.75 7149 7323 74.56 7171 7210 73.83 80.62 79.70
China 5289 | 5442 54.28 5841 59.79 56.64 5468 5864 66.13 6243
India 6948 | 69.05 68.36 67.99 7134 80.45 82.90 76.06 77.16 77.08
Korea 57.73 | 60.76 62.49 6343 64.60 69.36 70.06 69.86 7641 77.68
Source: Author’s calculations

Malaysia

From 1992 to 2001, Maaysia's TCI with Japan has been hovering around the 63 mark,
whileits TCI with China exhibited a rapid increment. Asaresult of such trend, China
overtook Korea in 2001 to become Malaysia's most desirable FTA partner. Japan’s
position fell from 2™in 1992 to 3“in 2001. However, whether such rapidincrement inits
TCI with Chinawill persist into the future remainsto be seen. A closer examination of
Table5revededthat if theyear 2001 isignored, Malaysia s TCI with Japan and Chinado
not really differ by much. In fact, prior to 2000, Japan was actually a better choice for
Malaysiaas compared to China. It should be noted that whileits TCI with Koreaishigh,
it hasbeen decreasing. Maaysia s TCI with Koreafell from 79.96in 1992t0 69.00in 2001.
Thesametrend can be seeninits TCI with India—itsleast matched country. Inthis case,
thereductionin TCl isnot assteep asK orea's. Maaysia s TCI with Indiafell from 53.46
in1992t048.03in 2001.

TABLE 5: TCI FOR MALAYSIA AND SELECTED ECONOMIES
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
Japan 65.92 62.70 59.13 60.86 63.34 62.83 64.68 62.82 62.07 63.09
China 52.89 5442 54.28 5841 59.79 56.64 54.68 58.64 66.13 74.25
India 5346 5383 53.10 54.63 53.02 52.48 4855 45.66 4742 48.03
Korea 79.96 76.66 75.14 74.26 7441 7117 65.35 67.99 70.48 69.00
Source: Author's calculations
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Singapore

Like Maaysia, Singapore's TCl with Japan has been relatively constant, with some
fluctuations around 60. However, dueto asharp increaseinits TCI with Chinain 2001,
China emerges as its most favourable FTA partner for that year, followed by Korea,
Japan and India. If TCI for 2001 is not taken into consideration, then Koreawill emerge
asthe most favourabl e partner, aposition it held since 1992. Japan will continueto bein
third position. It can be noted from Table 6 that while Singapore’s TCI with Chinahas
been increasing, its TCI with Korea and India has generally exhibited afalling trend.
Between 1992 and 2001, Singapore' sTCI with Koreafell from 74.46 to 67.87, whilethat
with Indiadecreased from 50.79 to 45.03. Should such atrend persist, Japan, whose TCI
with Singapore hasbeen relatively stable, will overtake Koreato emerge as Singapore's
second best choice.

TABLE 6: TCI FOR SINGAPORE AND SELECTED ECONOMIES

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
Japan 60.33 58.00 55.02 56.66 58.12 58.39 57.66 57.49 60.30 61.80
China 52.89 54.42 54.28 5841 59.79 56.64 54.68 58.64 66.13 7227
India 50.79 53.05 48.83 49.18 46.47 46.29 43.46 42.13 42.74 45,03
Korea 74.46 7181 70.77 69.82 69.31 66.65 64.65 68.31 68.24 67.87

Source: Author’s calculations

Thailand

Table 7 illustrated that with the exception of India, Thailand's TCI with the other three
economies are above 70. This seems to indicate that Thailand’s economy strongly
complement China, Koreaand India. Although China, withaTClI of 78.72in 2001, isthe
most suitable FTA partner for Thailand, aFTA with Japan or Koreaisjust asdesirable.
INn 2001, Thailand’s TCl with Japan and Koreaare 72.48 and 71.50 respectively. Generally,
Thailand's TCI with these three countries have been increasing over the past decade,
and the gap between them has always been close. On the other hand, Thailand’'s TCI
with Indiahas been relatively stable, hovering around the halfway mark.

TABLE 7: TCI FOR THAILAND AND SELECTED ECONOMIES

1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001
Japan 63.68 | 65.50 | 69.26 |73.38 |[74.95 |73.81 |71.09 |69.35 | 73.60 | 72.48
China 62.19 | 65.26 | 67.31 |73.20 |75.22 |73.02 |74.36 |[76.14 | 77.21 | 78.72
India 46.06 | 51.76 | 52.33 |53.48 |50.91 |53.57 |51.44 |[48.85 | 51.03 | 51.32
Korea 61.40 | 65.06 | 70.71 |72.69 |74.93 |73.37 |70.83 |73.80 | 73.74 | 71.50

Source: Author's calculations
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The Philippines

For the Philippines, aFTA with Japanisnot itsbest option. Asseenin Table 8, itsexport
structure can best match China, followed by K orea, then Japan and India. Had the FTA
been initiated before 1997, Japan would be one of its most ideal choices. However
Philippines TCI with Japan hasbeenfalling since 1992, thus enabling Koreato overtake
itspositionin 1997, followed by Chinain 1999. Philippines TCI with Japanfell from 60.59
in1992tojust 47.06in 2001. Althoughthereisadight increaseinits TCl with Japan from
19990 2001, theincrement of about 7 percent ismuch lower than the 15 percent increment
inits TCl with China. Inthe casewith China, TCI rosefrom 45.92in1992t053.94in 2001.
Although China is its most desirable partner, it is worth noting that for these four
economies, none of them have TCI that isvery much above the halfway mark of 50.

TABLE 8: TCI FOR THE PHILIPPINES AND SELECTED ECONOMIES

1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 2001
Japan 60.59 | 59.81 | 59.83 | 58.34 | 56.10 | 50.68 | 47.71 | 43.43 | 46.57 47.06
China 4592 | 42.48 | 45.73 | 48.72 | 48.09 | 49.92 | 4440 | 46.98 | 52.31 53.94
India 4531 | 47.69 | 49.60 | 49.30 | 44.58 | 46.78 | 48.37 | 37.37| 38.26 38.01
Korea 46.69 | 46.70 | 49.04 | 50.13 | 53.21 | 56.41 | 50.53 | 50.48 | 55.24 53.13

Source: Author's calculations

Cambodia

In the case of Cambodia, although its TCI with Chinais the highest among the four
countries, it is not desirable for Cambodiato form a FTA with any of them. As can be
gleaned from Table 9, its TCI with Ching, itsmost desirable partner, isonly 16.96in 2001,
whereasthat with Japan, Koreaand Indiaislower at 15.32, 11.37 and 10.36 respectively.
At the current stage, Cambodia’s export structure has not developed to extent where it
can complement these economies®. Based on TCl, if Cambodiaisto form an FTA with
any of these countries now, it is unlikely to succeed.

TABLE 9: TCI FOR CAMBODIA, LAOS AND SELECTED ECONOMIES

2000 | 2001 1999 | 2000 | 2001

Cambodia: Japan | 16.19 | 15.32 Laos: Japan | 23.77 | 21.00 |24.46
China |18.95 | 16.96 China | 19.13 | 16.03 |17.59

India | 8.99 | 10.36 India | 10.45| 9.02 |13.50

Korea | 11.81 | 11.37 Korea | 14.52 | 11.75 |15.79

Source: Author’s calculations
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Laos

Similar to Cambodia, at themoment, Laos' TCI with thefour selected economiesare way
bel ow the halfway mark. From Table 9, we can observethat Japan, withaTCl of 24.46in
2001, isamuch moredesirable FTA partner for Laos. China, with TCI of 17.59 isnext,
followed by Koreaand India. Laos' TCI with thelatter two economiesis15.79 and 13.50
respectively. Following the line of Yeats argument, we can conclude that it is not
desirablefor Laos toform an FTA with these economiesnow becauseitsexport structure,
asawhole, isnot sufficiently complementary to their import demand’.

Myanmar

As can be seen from Table 10, other than the year of 2001 when there was a sudden
surgeinits TCI with India, Japanisthemost ideal FTA partner for Myanmar, compared
to China, Indiaand K orea. In2000, Myanmar’s TCl with Japan is55.84, whereasthat with
China, Indiaand Koreaare 39.42, 45.70 and 45.92 respectively. In 2001, its TCl with India
registered arapid increment to 51.96. At the sametime, that with Japan dropped sharply
to 42.30, thereby enabling Indiato overtake Japan, and for thefirst time emerged asits
most desirable FTA partner. Whileit remainsto be seen whether the samerate of increment
will continue into the future, it can be observed that Myanmar’s TCI with India has
generally exhibited an upward trend, rising from 30.11in 1992t051.96in 2001. Thesame
goesfor its TCl with Korea. For Korea, TCl in 2001 is39.26, upped from 27.15in 1992. On
theother hand, its TCI with Japan and Chinahas been rel atively stable, hovering between
40 and 30 respectively.

TABLE 10: TCI FOR MYANMAR AND SELECTED ECONOMIES

1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 2001
Japan 39.51 | 39.80 | 41.10 | 41.03 | 40.54 | 39.15 | 40.18 | 37.59 | 55.84 42.30
China 2246 | 18.66 | 21.63 | 27.62 | 27.08 | 26.48 | 28.29 | 28.48 | 39.42 21.46
India 30.11 | 25.83 | 30.65 | 25.57 | 27.15 | 32.02 | 41.14 | 36.50 | 45.70 51.96
Korea 2715 | 27.25| 27.45 | 30.16 | 32.49 | 32.46 | 35.95 | 32.48 | 4292 39.26

Source: Author's calculations

Vietnam

In the case of Vietham, an FTA with Japan gives the highest likelihood of success.
Vietham’s TCl with Japanishigh at 60.66 in 1999. Asobserved from Table 11, China, with
aTCI of 58.64, followed closely behind, followed by Korea, then India. Vietham's TCI
with themis51.29 and 46.60 respectively. Generally, Vietnam's TCl with Japanisstable,
hovering between 60 and 658. It should be noted that although Vietnam’s export structure
can best complement Japan’s import structure, the gap between Japan and China has
closed up significantly over the period from 1992 to 1999. On the other hand, its TCI with
Koreadisplayed agradua increment from 44.06in 1992t051.29in1999. For India, its TCl
is stable, fluctuating at about 45.
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TABLE 11: TCI FOR VIETNAM AND SELECTED ECONOMIES

1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 2001
Japan 64.95 | 49.13 | 63.86 | 60.11 | 65.11 | 65.12 | 58.82 | 60.66 — —
China 52.89 | 54.42 | 5428 | 58.41 | 59.79 | 56.64 | 54.68 | 58.64 — —
India 48.96 | 45.80 | 48.45 | 43.58 | 45.13 | 44.50 | 41.08 | 46.60 — —
Korea 4406 | 4582 | 44.34 | 42.23 | 48.26 | 50.75 | 46.03 | 51.29 — —

Note: — : Data not available
Source: Author’s calculations

Conclusion

Comparing the TCI of ASEAN with the other regionsthat have formed or tried to form
similar trade agreements, it is predicted that ASEAN countries, with the exception of
Myanmar, Indonesiaand Brunei, aremorelikely to form successful freetrade agreements
with Japan, Chinaand Koreathan with India. Among ASEAN countries, TCI ishighest
with India-Indonesia, followed by IndiaMyanmar and India-Thailand. Surprisingly,
Singapore, India’smajor ASEAN trading partner, hasaTCl with Indiaof 45.03. Onthe
other hand, TCI indicated that all thetransitional ASEAN countries (with the exception
of Myanmar) arelesslikely to form asuccessful FTA with India.

Although the proposed ASEAN-IndiaFTA isexpected to bring smaller benefits compared
to other FTAs(i.e. ASEAN-China, ASEAN-Japan and ASEAN-Koreq), thereisagreater
scopefor intra-industry trade expansion. ASEAN countries should try to promoteintra-
industry tradewith Indiaaswell asjoint venturesfor third-country markets. Thiskind of
cooperation will help ASEAN and India remain competitive in the increasingly
competitive globa markets. Thetransitional ASEAN countries, onthe other hand, should
not rely excessively on their resource-based exports. Instead, they need to devel op their
competitive advantages in other sectors before their resources are depleted. There is
also aneed for them to managetheir natural resourcesin abetter manner. Inthisregard,
India, with its development experience, technology and capital, can provide valuable
assistance.

For them to realise the benefits from the proposed ASEAN-India FTA, India must
overcomethe sensitiveissueregarding liberalisation of itsagricultural sector. For many
ASEAN countries, especially Cambodia, Laos, Myanmar and Vietnam, agricultural exports
are akey source of foreign exchange and employment. Agricultural liberalisation will
also benefit Indian consumers by lowering the price of agricultural commoditiesavailable
to them. Hence, in order to maximise their benefits from the proposed FTA, ASEAN
needs to ensure that their agricultural exports can gain larger access into the Indian
market. ASEAN will also need to further deepen their production capacity. ASEAN and
India need to climb up the technological l1adder to enhance further development and
competitiveness. They can make use of this FTA to attract foreign firmsto set up firms
involved in higher-order manufacturing, instead of just assembly lines, withintheregion.

While pursuing an ASEAN-India FTA, ASEAN countries and India should not allow
the progress of their regional economic integration initiatives (AFTA and SARC) to
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slow down. Both ASEAN and South Asianeed to have integrated marketsto be ableto
maximise the benefits of the FTA. In this regard, the development gaps between the
richer and poorer memberswill need to be reduced in the case of ASEAN and political
relations within South Asianeed to be improved.

Jose L. Tongzon is Associate Professor at the Economics Department of the National University of
Singapore.
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Endnotes

A W N P

For examples, see Michaely (1994) and Yeats (1998).
This is an arrangement between Argentina, Brazil, Paraguay and Uruguay.
This index was calculated for only the six initial members when the arrangement begun.

TCI was calculated for its member countries of Bolivia, Colombia, Ecuador, Peru and Venezuela
when the pact was initiated.

Although Brunei’s TCI with Indiain 2001 is at 42.78 which is close to 50, it is an exception year.
In the years prior to 2001, none of the TCI was above 40.

Owing to a lack of data, we are unable to compute and analyse how Cambodia's TCl with these
economies have developed over the years.

In this case, owing to a lack of data, we do not have enough data to conduct a meaningful analysis
of how Lao’s TCI with these economies have developed over the years.

There is an exception in 1993 when the TCI dipped below the halfway mark.
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ANNEX-]
Afro-Asian Civil Society Statement on Trade

We, representatives of the civil society including non-governmental organisations,
research ingtitutions, academia, public interest groups, trade unions, and the media
havemetin New Delhi, Indiafrom 13"to 15" April 2004 at aseminar titled “From Cancln
to Sdo Paulo: The Roleof Civil Society inthelnternational Trading System” and adopted
the following statement to manifest the devel opmental aspects of some of theissues of
theinternationa (including but not limited to multilateral) trading system and to enhance
therole of the United Nations Conference on Trade and Devel opment (UNCTAD) inthe
international trading system. We urge theinternational community to take forward these
recommendationswhileframing rulesand policies on global trade for the benefit of the
poor.

I. Manifesting the Developmental Aspects of the International Trading
System

1.1 Specia & Differentia Treatment

1.1.1 Special and Differential Treatment (S& DT) provisionsin the WTO (World Trade
Organisation) agreements makefor differentiated rightsand obligationsfor developing
and least developed countries on account of their lower levels of development and
shareininternational trade. The conceptual basisfor S& DT isderived fromtherationale
that thereis awide gap in the economic capacities and levels of devel opment between
the devel oped and devel oping (including least devel oped) countries, and that devel oping
and least devel oped countries cannot compete on equal termswith devel oped countries.

1.1.2 Thevaueof S& DT isreinforced by thefact that differencesin capacity, coupled
with other factors, contributeto areality whereglobal rulesfor all, “alevel playing field”
does not inherently produce the same results for all. Global forces, which concern all
nations, do not have the same effect in terms of costs and benefits associated with
change on all people.

1.1.3 It is also a fact that the developed countries are enjoying enforceable S& DT
provisions under the WTO agreements on agriculture and textiles and clothing, which
enabled them to restructure. The phase-out of subsidies, etc in agriculture is a major
stumbling block, while the pernicious quota system in the textiles sector, after ten years
of protectionism, will hopefully cometo anend in 2004.
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1.1.4 We recognise that all countries, especialy the low-income ones, require special
provisions in their trade policies while implementing the WTO agreements. S& DT
provisionsin the WTO agreements are to be seen astoolsfor enabling sufficient policy
space for designing national development strategies.

1.1.5Wecal upon WTO members, first, to undertake afundamental rethinking of S& DT
provisions, away from derogation from common rules and trade preferences, and towards
rapidly building up the capacity of developing countries to participate effectively in
WTO decision-making processes and negotiations and, second, to commit credibly to
provide the resources needed for such capacity building and to build and strengthen
supply-side capacity and competitiveness.

1.2 Agriculture

1.2.11n 1999, thetotal value of support provided to agricultureinthe OECD (Organisation
for Economic Cooperation and Devel opment) countrieswas estimated at US$361bn. In
terms of economic welfare, the OECD’sfarm support is estimated to cost the devel oping
countries about US$20bn per year. We call upon these countriestoimmediately eliminate
export subsidies on agricultural products and reduce their domestic subsidies to
agriculture substantially within ashort term. At the sametime, countries should recognise
the problems faced by many net food importing developing countries (NFIDCs) and
take appropriate steps to ensure that agricultural liberalisation takes into account the
challengesfaced by the NFIDCs.

1.2.2 Further, eliminating such distortions should not be conditioned on devel oping
nations giving something inreturn asa‘reward’ to devel oped nations. Such actionsare
not only morally but also economically the right thing to do, because of the expected
increase in global welfare and economic efficiency. We call upon developing and least
developed countries to identify those export subsidies of the OECD countries that are
harming their economies and advocate accordingly.

1.2.3 Many poor and marginalised farmers, especially in Africa, depend on specific
agricultural commaodities for their livelihoods. Falling international prices of many of
these products, coupled with low capacity for value addition, are making these farmers
(and their governments) vulnerable to the vagaries of unregulated markets. Many of
these countriesare heavily indebted and cannot trade their way out of debt with declining
commodity prices. According to areport prepared by Oxfam, the averagefarm-gate price
of coffeein the Kilimanjaro region of Tanzaniaisabout US$0.28 per pound, whichisnine
percent of the averageretail price of roasted and grounded coffeein the US. The report
further points out that developing countries mostly export green coffee or beanswhile
processing and val ue addition isdone by businessin devel oped countries. Trade barriers
indeveloped countries (intheform of escalated tariff structurein thiscase) havereinforced
this pattern and have denied market access to value added products from developing
countries. We call for theremoval of tariff escalation, which ishampering the growth of
value-added agro-based industries in developing and least developed countries.
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1.2.4 Cotton subsidies provided by developed countries to their farmers have direct
implications on the livelihood of many farmers in poor countries. The economies of
many poor countries (e.g. Chad, Burkina Faso, Mali, Benin) are heavily dependent on
cotton. According to the World Bank’s “Global Economic Prospects 2004”, the US
provides US$3bn annually as subsidies to its cotton producers, while the EU provides
about $0.6bn each year. At the same time, severa cotton-producing developing and
least developed countries (especialy in Africa) have undertaken substantial policy
reformsincluding import liberalisation to increase the efficiency of their cotton sector.
As a consequence, the resulting global economic distortions have been transmitted
into the domestic market causing devastating declines in local productive capacity,
income and negative returns on investment and thus contributing to increased poverty.
Price and export prospects of such cotton exporting countries and the propensity to
reduce poverty would be greatly improved if developed-country subsidies were
eliminated. We urge the US and the EU to completely eliminate subsidies on cotton.

1.3. Non-Tariff Barriers

1.3.1 According to a World Bank study, the strategy of imposing trade barriers under
various (non-tariff) guises by developed countries against the poor countries causes a
lossof over US$100bn every year to thelatter. Astariffsare decreasing, moreand more
non-tariff and market entry barriersare being created to block imports. Some of them are
genuine for the purpose of protecting consumer health and safety, but most are for
protectionist purposes.

1.3.2Inparticular, measures allowed under Article XX of the GATT (General Agreement
on Tariffs and Trade) and the Agreement on Sanitary and Phyto-sanitary Measures
could be used for protectionist purposesrather than their intended purpose of protecting
the environment and health and safety of the human and animal population. Although
the dispute settlement mechanism of the WTO could be used to address any egregious
violation of theletter and/or spirit of WTO rules, itislegalistic, cumbersomeand costly.
Alternative mechanismsfor identifying and quickly redressing any violationsthat affect
developing countries should be explored.

1.3.3 We call upon the developed countries to introduce an Ombudsman scheme for
settling disputes (on account of non-tariff barriers) on market access of products
originating from the devel oping and | east devel oped countries. Donor agencies should
also facilitate the formation of producer-consumer networks to address the adverse
impact of non-tariff barriers on producers of poor countries.

1.4. Movement of Natural Persons

1.4.1 The decade of 1990s saw much liberalisation in the cross-border movement of
capital. Onthe other hand, movement of labour has been morerestricted. Both fromthe
point of view of consumer welfare and sustainabl e devel opment, the removal of labour
market distortions will increase global welfare. According to astudy by the University
of Sussex, UK, anincreaseinindustrialised countries’ quotas on theinward movements
of both skilled and unskilled temporary workersequiva ent to three percent of their workforces
would generate an estimated increase of world welfare of morethan US$150bn ayear.
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1.4.2 Temporary movement of natural persons supplying servicesisone mode of supply
of (tradein) services as agreed in the General Agreement on Tradein Services (GATS)
but very few commitments are extended to independent and temporary movement of
skilled and unskilled workers. The existing commitments suffer from lack of clarity,
uniformity and predictability in many aspects. We call upon WTO membersto adopt a
standalone agreement on the movement of natural persons. Such an agreement will
provide much needed focus on the issue and its relevance to economic devel opment.

1.5 Supply Side Concerns

1.5.1 Over theyears, the problemsvis-a-vistherealisation of market access opportunities,
which the developing and least developed countries have faced so far, emerge from
both the demand-side and the supply-side. Many of these countriesare not in aposition
to capitalise on market access opportunities due to supply-side constraints.

1.5.2 We call upon the international community and donors to put more emphasis on
supply-side issues. Enhanced debt relief and a substantial increase in devel opment
assistance for the poor countrieswill help them to use their scarce foreign exchangeto
import necessary capital goods to overcome supply-side constraints.

1.5.3Wealso call upontheinternational community and donorsto set up aspecial fund
for infrastructure development in developing and least devel oped countries.

1.5.4 Some of these (supply-side) constraints arise from the ineffective system of
governance in many countries. Governments of these countries will have to provide a
better and an enabling policy environment in order to realise the gains from trade and
related economic activities. We call upon thecivil society to work in partnership with the
governments and the private sector to create and continuously improve such an
environment and also play therole of awatchdog to address systemic distortionsvis-a
Vis governance.

I1. Enhancing UNCTAD’s Role in the International Trading System
2.1 Repositioning UNCTAD inthe International Traderegime

2.1.1 Since the establishment of UNCTAD (United Nations Conference on Trade and
Development) in 1964, it has actively promoted equitable treatment ininternational trade
that brings genuine devel opment. The creation of the generalised system of preferences
agreed at the fourth UNCTAD Conference in 1976 was an innovative and successful
approach to providing better access for developing countries to the markets of the
OECD countries.

2.1.2 UNCTAD is different from the WTO. UNCTAD operates on the principles of
respecting development alternatives and the devel opment and trade policy spacerequired
by the developing and least developed countries. It recognises the imperative for
countries, especially the developing and least devel oped, to customise their trade and
development policies as per their needs and aspirations. It has an indispensablerolein
realising the Millennium Declaration of the United Nations objective of creating a
universal, open, non-discriminatory and equitable international trading system.
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2.1.3 However, sincethe 1990s, there have been attemptsto diminish UNCTAD’srolein
influencing international trade policy. The UNCTAD XI (to beheld in Sdo Paulo, Brazil
from 13" to 18" June 2004) pre-conferencetext isanimportant forum for taking effective
and urgent action to strengthen UNCTAD'sfuturerolevis-a-vistheinternational trading
system from a development standpoint. We call upon UNCTAD member states to
reposition UNCTAD'srolefrom the current state of being just aresearch, advisory and
capacity building institution to being amoreinfluentia forcein theformulation, monitoring
and follow-up of international trade policy and development, especially to reflect and
advocate the needs and aspirations of developing and least developed countries. To
effectively carry out its mandate, UNCTAD must be provided with greater resources
from the regular budget of the UN and from extra-budgetary sources.

2.2 Technical and Financial Assistanceto Poor Countries

2.2.1 UNCTAD should put specific emphasis on deeper technical and financial assistance
towards improving the quality, competitiveness of products and services originating
from developing and least developed countries and for sharing policy lessons and
promoting best practises.

2.2.2 UNCTAD should aso systematically promote trade and development strategies
and policies of developing and least developed countries drawing upon the lessons
frominternational trade strategies by the top economic performing devel oping nations
inthelast 50 years.

2.2.3 Most developing and least developed countries do not have the required human
and institutional capacity for multilateral, regional and bilateral trade negotiations. For
example, most African countries are currently engaged in negotiating economic
partnership agreementswith the European Union, thus putting constraints on the African
governments' technical capacity to engage in simultaneous negotiations. UNCTAD
should facilitate the process of bolstering the negotiating capacity of poor countries by
providing capacity building support and promoting regional coalitions. This will not
only ensure greater bargaining power, but also reaping regional and sub-regional
economies of scalein deploying scarce technical expertise and resources.

2.3 South-South Cooperation on Trade

2.3.1 UNCTAD should actively engagein promoting South-South cooperation on trade.
Poor knowledge about the potentiality of products and services produced in the
developing and |east devel oped countriesisan area, which needstargeted intervention.
Several southern products are as competitive as those being produced in the
industrialised countries but devel oping and |east devel oped countrieslack the additional
technical and financial inputs to engage in global marketing and distribution. Hence,
most consumers are unaware of such products.

2.3.2 UNCTAD should give special focus on South-South cooperation in biotechnology
and traditional knowledge systems. These areas offer some of the greatest potential for
new sources of wealth creation, resources to promote institutional and structural
transformation and new sources of global competitivefactor advantagesinthe21% Century.
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2.4. UNCTAD andthe Civil Society

2.4.1 Civil society organisations play avery important rolein theinternational trading
system through research (linking grassroots concernswith policy-making at the national
and international level), advocacy, information dissemination and outreach (spreading
knowledge about the impact of theinternational trading system on peopl€e'slivelihoods,
and the opportunities and challenges of the changing trade regime).

2.4.2 UNCTAD recognises these roles as necessary for making informed policy
interventions. UNCTAD'’s approach to partnership for development with thecivil society
should be based on facilitating: a) the relationship between the civil society and
governments, so that they can engage constructively, b) the process of dialogues and
consultations between and among the civil society and other stakeholders, and c) the
co-management of joint programmes. In taking theseinitiativesforward, UNCTAD should
establish a tripartite forum involving governments, the civil society and the private
sector. Thisforum should periodically monitor and eval uate the means and achievements
of UNCTAD'sinitiativeson partnership for development.

1. Finally...

3.1 Trade can play a vita role in generating conditions for economic growth and
development to create wealth and reduce poverty. However, trade cannot be looked as
an end, but asameansto achieve an end. Asthe Make Trade Fair Campaign of Oxfam
International states. “ Well-managed trade hasthe potential to lift millions of peopleout
of poverty. However, increased trade s not an automatic guarantee of poverty reduction.
The experience of developing countries exposes the gap between the great potential
benefits of trade on the one side, and the disappointing outcomes associated with
growing integration through trade on the other.”

3.2 We believe that trade can be a more efficient engine of sustained economic
development and poverty reduction than aid. Export growth can concentrate income
directly inthe hands of poor, creating new opportunitiesfor employment and investment
in the process. International trade has the potential to act as a catalyst for economic
growth, development and poverty reduction.
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ANNEX-I|
Agendafor Future Action

Thefollowing agendaisderived from the deliberations of the Afro-Asian Civil Society
Seminar on Trade, which washeld in New Delhi, Indiafrom 13" to 15" April 2004 and
organised by CUTS Centrefor International Trade, Economics& Environment (CUTS-
CITEE). The organisation will takeforward thisagendain association with its networking
partners and other stakeholders.

Issue

Way Forward

Palicy coherence between

Perception analysis of the question: how to achieve greater

domestic devel opment plans coherence between the activities of different stakeholders
and the international (business, etc), national governments and civil society
trading system groups

Looking at theissues and aspects of coherence asaprocess
and in substantiveterms, vertically aswell ashorizontally
Research and analysis of policy proposals for achieving
better coherence and their impact

Advocating policy approaches based on the research
findings

Contours of South-South
cooperation

Tofind out whether issue-specific alliances and coalitions
are likely to be more successful than ahalistic approach

To analysethe approaches of different countriesinaligning
their trade and devel opment policies, while pursuing their
interests at the multilateral system

Fieldwork-based research to find out the basis (objectives,
purposes, etc) of such cooperation, given that most of
these countries have differing negotiating priorities at the
multilateral level

The future role of civil
society groups to pursue
devel oping country interests
at theinternational level

Identify the ways of getting involved with the policy
process of developed countries

To understand the process, create networkswith interests
with similar objectives in order to work through their
(developed countries) systems to shape appropriate
negotiating mandates

Coherence between the
work being done by
UNCTAD and UNDP and
thecivil society concerns

Clarify therole and potential of the relationship between
these institutions and civil society groups

Link civil society networks with the activities of these
institutions
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ANNEX-I1I

Afro-AsiaNetwork of Civil Society
Organisationson Trade

Background

The Afro-AsiaNetwork of Civil Society Organisations on Trade (ANCSOT) has been
initiated by several civil society groupsand interested individualsfrom Africaand Asia.
It will act as aplatform to manifest developmental concernsvis-a-vistheinternational
trading system.

Theideawasconceived inthe run-up to and during the Afro-Asian Civil Society Seminar
on Trade, whichwasheldin New Delhi, Indiain April 2004, organised by CUTS Centre
for International Trade, Economics& Environment (CUTS-CITEE). Sincethemid 1990s,
CUTS-CITEE hasbeen actively pursuing research, networking and advocacy onissues
of theinternational trading system and their developmental implications. It has created
several issue-specific networks and is also been amember of several other networks.

While pursuing the above-stated rol es, the organi sation realised theimperative of creating
anetwork of civil society groups and other stakeholders from Africaand Asiato seek
improvements to the way the international trading system is functioning.

ANCSOT will complement the activities of various organisations on trade and
development issues, including that of the inter-governmental organisations and
developmental groups, and will aimto link grassrootswith international policy-making
fora

Mission
To promote the linkages between the international trading system and national

development strategiesthrough networking, research and capacity building, but without
any formal advocacy role.

Objectives

e Toprovideaplatform for sharing experience between grassroots and organisations
and institutions working at the national, regional and international level, thus
facilitating the process of mutual learning

e Tocatadysenetworking and research on thelinkages between trade and devel opment

e Tobuildcoalitionsof civil society groups and other stakeholdersworking on trade
and development issues

216 « From Canculn to SGo Paulo ®2d X CUTS



e To build capacity of civil society groups and other stakeholders to understand
better the linkages between trade and devel opment

e To provide inputs to members for conducting advocacy at national, regional and
international level

M anagement

A Steering Committee comprising members from various backgrounds in terms of
organisation, geographical region and gender will be created to guide the activities of
ANCSOT.

M ember ship

No formal application for membership is required. A desire to join the group and
contribute towardsits development will be sufficient.

The membershipwill beopento publicinterest civil society groups, research and academic
institutions, parliamentarians and their networkswho areinterested in or work on trade
and development issues, inter-governmental organisations, regional bodies, business
organisations, and donor agencies. Individual membership including academicians,
lawyers, mediapersons and otherswith interest in trade and devel opment issueswill be
considered.

Activities

Theactivitiesof ANCSOT will be decided through networking and consultation. There
will be Working Groups on the following aspects:

e Networking

e Research

e Capacity Building

ANCSOT will not conduct advocacy, but will provideinputsto itsmembersfor advocacy
at national, regional and international level.

Secretariat and Administration

Members of ANCSOT will be connected through an Internet-based discussion group:
ANCSOT-Forum. Each Working Group will have a chairperson, who (through the
organisation s’he belongs to) will coordinate the activities of that Group. During the
initial stage, CUTS-CITEE will coordinate theformation of the Network, its Secretariat,
Working Groups, and the ANCSOT-Forum.

For membership and other details, contact:

ANCSOT

C/o Consumer Unity & Trust Society

Centrefor International Trade, Economics& Environment
D-217, Bhaskar Marg, Bani Park, Jaipur 302016, India

Tel: 4911412282821

Fax: +91 141228 2485

E-mail: ancsot@ancsot.net; Web Site: www.ancsot.net
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ANNEX-IV

NATIONS TD

United Nations [Hstr,

GENERAL
Conference
on Trade and TD(XL/PCH
D‘EUE'OPH‘\EI‘II‘ 17 December 2003

Crriginal: EMGLISH

Eleventh session
Sa0 Paulo, 13 - 18 June 2004

UNCTAD Pre-Conference Negotiating Text

1. Inthe four years following the tenth session of UNCTAD, the Bangkok Plan of
Action served as a comprehensive blueprint for the work of the organization. It should
continueto be the basic framework defining the broad areas of UNCTAD’swork inthe
yearsto come. However, asthe principal forum of the United Nationsfor theintegrated
treatment of trade and development and interrelated issues in the areas of finance,
investment, technology and sustainable development, UNCTAD is also expected to
make a substantial contribution to theimplementation of the outcomes of recent global
conferences. It should specifically aim at contributing to the implementation of the
Programme of Action for the LDCs agreed at the Third United Nations Conference on
the Least Devel oped Countries, theinternationally agreed devel opment goals contained
in the Millennium Declaration, the Monterrey Consensus, the Plan of |mplementation
agreed at the World Summit on Sustainable Development, the Plan of Action of the
World Summit on the Information Society, aswell asthe DohaMinisterial Declaration
and other decisions.

2. UNCTAD hasconsistently offered aperspectivethat |ooks closely at the causes of
the trade- and development-related problems of developing countries, as well as
economiesin transition, and the asymmetriesin the international trading and economic
systemthat limit their development potential. Greater understanding of theinterfaceand
the coherence between international processes and negotiations on the one hand, and
the development strategies that developing countries need to pursue to achieve their
development objectives on the other, iscritical. UNCTAD can play akey rolein helping
to ensure that coherence. Advancing this objective is the overarching goal of the S&o
Paulo Conference.
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3. Greater coordination should also be sought between the three major pillars of
UNCTAD’sactivities, namely research and analysis, consensus-building and technical
cooperation. UNCTAD’s capacity to undertake research and analysis on macroeconomic
policies, trade, finance, debt, investment and interdependence should be strengthened
to ensure that UNCTAD’s output meets the needs of developing countries in the most
effective way. The results of such analysis should support UNCTAD's activities in
consensus building. Equally important is the strengthening of UNCTAD’s technical
cooperation activities through the implementation of the new technical cooperation
strategy that the Trade and Devel opment Board approved at its fiftieth session. In all
these areas of work, particular consideration should be given to the least developed
countries.

. POLICY ANALYSIS

4. Globalization has a potential to raise income levelsin al countries, but so far its
benefits have been distributed unevenly. Although increased trade, improved technol ogy,
faster and more accurate communications, and the nearly unlimited opportunities for
exchange of information and ideas offer new opportunities to al people, the income
gaps between countriesin the North and the mgjority of countriesin the South, aswell
aswithin countries, have widened further since the 1980s. At the same time, the world
economy has been characterized by slow growth and instability, and poverty has
increased in many countries. Insufficient coherence between the international trading
and financial systems, as well as between national development strategies and
international obligations, have contributed to this outcome.

5. Thesecular declineand instability of world commodity pricesand resulting terms-
of-trade losses have reduced the import capacity of many developing countries,
particularly the LDCs and the African countries, and contributed to increased poverty
and indebtedness. Thissituation isfurther complicated by the emergence of increasingly
concentrated market structures at the international level and stringent standards and
requirements in developed country markets. Moreover, value retention by devel oping
countries producers of commodities is decreasing, and their participation in domestic
and international value chainsis a major challenge. There is a need to give renewed
impetus to consideration of the commodity problematique, with due regard being paid
to the outcome of discussions at the fiftieth session of the Trade and Devel opment
Board and in the General Assembly on the report of the Group of Eminent Persons on
Commodities.

6. Thedynamic sectorsinworld trade represent new and emerging trading prospects
for developing countries. New opportunities are also provided by potentialy high-
value-added, special and niche product and services sectors in which developing
countries have potential comparative advantages. Creative industries, including
audiovisual services, can helpfoster positive externalitieswhile preserving and promoting
cultural heritages and diversity.

7. Diminishing flows of official development assistance in the 1990s have adversely
affected productive investment, as well as socia and human development in many
African and |east devel oped countries. Official development assistance (ODA) hasalso
been increasingly linked to excessive conditionality in connection with structural
adjustment, thereby undermining the devel opmental impact of aid.
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8. Slow growth of theworld economy, afaster pace of tradeliberalization in the South
than in the North, and reduced ODA have contributed to a build-up of unsustainable
external debt in many developing countries. Implementation of the Heavily Indebted
Poor Countries (HIPC) Initiative has progressed, but at a very slow pace, not least
because eligible countries are facing difficulties with the complex process of preparing
and implementing Poverty Reduction Strategy Papers (PRSPs). Bilateral official creditors
have continued to provide debt relief to several low-income countries, partly beyond
the commitments madewithin theframework of theHIPC Initiative, but for most countries
the debt relief provided falls short of the level needed to achieve long-term debt
sustainability and to allow asignificant reduction in poverty inlinewith theinternational ly
agreed target levels. Moreover, anumber of low- and middle-income devel oping countries
not eligible for debt relief under the HIPC Initiative are also carrying debt burdens far
exceeding thethreshold level for sustainability adopted in the HIPC framework.

9. Volatility ininternational financial markets and private capital flows continuesto
affect devel oping countries, which often do not have the necessary institutional capacity
to mitigate its impact. Such volatility has often contributed directly to problems in
managing interest rates and exchange rates, and to the outbreak of financia crisesin
emerging market economies. It has also had an indirect effect on other developing
countries by worsening and destabilizing international trading and financing conditions.

10. Development policies during the past two decades have centred around greater
openness to international market forces and competition, and a considerably reduced
role of the state. The assumption was that this approach would lead to amore efficient
allocation of resources and increased inflows of foreign capital, including FDI, which
would help to deepen technol ogical capabilities. Together with political stability, good
governance, respect for property rights and investment in human capital, these e ements
made up what was regarded asagenerally applicable strategy for sustainable growthin
aglobalizingworld.

11. Theexperiencewith such policy reformshas shown that market forcesa one cannot
berelied uponto bring about the transformationsin economic structurethat are required
for sustained development. Although the basic elements of the orthodox approach may
till have someroleto play, thereisnow broad agreement on the need to rethink devel opment
strategies in light of the successful and less successful experiences of the past.

12. Experiencefrom devel oping countriesthat have been more successful inintegrating
into theworld economy than others showsthat rapid and sustained growth in devel oping
countries requires a dramatic shift in economic structure from the primary sector to
manufacturing and services, associated with a progressive rise in productivity. The
engine of this process of structural change has been rapid and sustained capital
accumulation, which cannot be achieved by relying on market forces alone.

13.  All this suggests that there is no automatic convergence of open economies.
Country-specific national interests, potential s and socio-economic circumstances have
not been taken sufficiently into account in the formulation of devel opment strategiesat
both the national and theinternational level. Thisimpliesaregjection of a*“one-size-fits-
all” approach to development.
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14. For developing countries to integrate into the world economy on terms and
conditions favourable to their development, they need to build stronger supply
capabilities and promote technology transfer and generation, encourage enterprise
networking, and increase the productivity and improve the competitiveness of their
enterprises. Investment playsacentral roleinthiseffort; it providesacrucia link between
productive capacity building and international competitiveness. An essential lesson
from the experiences of countries that have successfully promoted growth and
development isthecritical roleof activeand well sequenced policiesdirected at promoting
productive investment, developing human resources and an efficient infrastructure,
enhancinginstitutional capacity, building technological capability, and supporting local
enterprises, including linkages between large and small enterprises.

15. The scopefor domestic economic policiesin developing countries, especially in
theareaof trade, investment and industrial policy, isnow morerestricted by international
commitments at various levels, such as those undertaken in the context of WTO
negotiations and in relations with international financial institutions, and by
conditionalities attached to official financing and adjustment programmes. The question
today is therefore how much policy space and policy flexibility remainsin developing
countries, to what extent isit necessary and possibleto enlargethis policy space, andin
which areas. |n the same way as devel opment strategies and policies have to be adapted
to different settings, the spacefor national policy also hasto be adapted to their specific
needs and circumstances. At the sametimethe desirability of rules applying to all must
be acknowledged, aswell as the temporary nature of any exceptions from such rules.

16. The financing of productive capacity building is central to any development
strategy. First and foremost thereis aneed to harness domestic resourcesfor investment
in productive capacity and technological upgrading. However, domestic resources,
particularly in lower-income countries, need to be complemented by external capital
flowsin order to raiseinvestment. FDI can offer the potential to utilize foreign savings
and to transfer knowledge and technology, upgrade human resources, boost
entrepreneurship, introduce new production and management techniques and stimul ate
enterpriselearning through linkages between foreign affiliates and domestic enterprises.
However, the extent to which full economic and socia benefits can be derived from FDI
is dependent on the presence of a vibrant domestic private sector, improved access to
international markets, and the implementation of investment policiesasanintegral part
of national development strategies.

17. Creating an enabling environment for investment, technology transfer and
enterprise development isessential for building productive capacity. Equally important
are the policies and actions that the home countries of FDI and TNCs themselves can
introduce to encourageinvestment and to increase the benefitsthat devel oping countries
can generate from investment inflows. Home country measures and corporate
responsibilities that aim at proactive engagement of corporate actors in development
from both the economic and the socia perspective stand at the core of this process.

18. Information and communication technologies (ICTs) are becoming increasingly
important for improving the competitiveness of enterprises. They help reducetransaction
costs, provide opportunitiesto increase exports, open up wider markets, thus promoting
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diversification and employment opportunities, increase management efficiency and
enhanceflexibility in production processes. But large disparities exist between countries
in their access to, and ability to use, ICTs, resulting in adigital divide. The underlying
causes for the low level of application of new technologies in developing countries
include insufficient telecommunications infrastructure and Internet connectivity;
expensive Internet access; absence of adequate legal and regulatory frameworks;
shortage of requisite human capacity; failureto uselocal language and content; and alack
of entrepreneurship and business culture open to change, transparency and social equality.

19. Other elementsthat are essential for improving theinternational competitiveness
of developing countries’ enterprises are the costs and quality of transport and trade
facilitation arrangements. The availability of efficient transport facilities helpsto reduce
transaction costs and increases the possibilities for al enterprises, particularly SMEs,
to participate in international trade. In this respect, new security-related measures and
requirements that have been introduced in recent years and which have been changing
the environment for the international transport of goods need specia consideration.

20. Tradepoliciescan serve asanimportant development instrument, but they haveto
be consi stent with national devel opment goal s such as growth, economic transformation
and production, diversification, export value-added, employment expansion, poverty
eradication, gender equity, human devel opment and sustainable use of natural resources.
Tradeisnot an endinitself, but ameansto devel opment, and hence devel oping countries
need to design and implement national trade policies that focus on development and
poverty reduction.

21. Developing countries have made strenuous efforts at trade liberalization under
very difficult circumstances, underscoring their interest in using trade as an engine of
development and poverty reduction. However, only afew developing countries have
succeeded in participating in global export growth. The share of the African countries
and LDCsinworld trade has continued to fall, and their terms of trade have deteriorated,
making it difficult for them to build competitive productive and supply capacity. Equally
important are the concerns of small economies, including small island devel oping States
and landlocked developing countries.

22. All countries have a shared interest in the success of the Doha Work Programme
(DWP), which aims at making the trading system more devel opment-friendly. Specific
interests and concerns of developing countries relate to, inter alia, market access in
agriculture, non-agricultural goods, and services; market entry barriers and trade
remedies; implementation issues; special and differential treatment (S&DT); trade
preferences; accession to WTO; and issuesrélating to LDCs and small economies. The
development implications of these issues deserve special consideration.

23. Tradein agriculture hasimportant implicationsfor the sustainabl e livelihood and
food security of three-quarters of theworld’ spoor living intherural areas of developing
countries. Trade-distorting domestic support and export subsides of developed countries,
and tariff peaks and escalation faced by developing country agricultural exports, have
hampered the effective realization of thefull potential of agricultural trade of developing
countries. Continued tariff bias against devel oping countries’ non-agricultural exports,
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compounded by tariff peaks and escalation, reduce their ability to diversify and add
value to their exports. The erosion of preferences arising out of the ongoing market
access negotiations, compounded by difficultiesin utilizing preferential schemes, isa
serious concern to preference-receiving developing countries.

24. Increasing the participation of developing countriesin tradein services necessitates
liberalization of servicestradein sectors and modes of interest to them. A key priority
liesin developing national andinternational policiesto undertake commercially meaningful
liberalization and commitmentsto achieve genuine movement of natural personsfor all
categories, including independent service suppliers under Mode 4 of the General
Agreement on Tradein Services (GATS). Building competitive services supply capacity
remains a major challenge for developing countries, including through the effective
implementation of GATS Articlel V. ThisisaModewhere both devel oping and devel oped
countriescan realize significant welfaregains.

25. Developing country exportsal so face market-entry barriersarising from, inter alia,
restrictive rules of origin, stringent technical barriers to trade (TBT), sanitary and
phytosanitary (SPS) measures, growing indiscriminate use of contingency protection
measures (anti-dumping measures), and the recent introduction of various security-
related actions. Other anti-competitive structures and practices, aswell asenvironmental
requirements under governmental regulations and voluntary private sector or NGO-
created standards, significantly add to these barriers.

26. Theimplementation of their commitmentson such multilateral trade agreementsas
TRIPS, TRIMs, TBT, SPSand customsval uation, aswell as use of the dispute settlement
system, involves high resource and adjustment costs that are particularly hard to bear
for developing countries.

27. S&DT isan established principle within the WTO and an integral part of WTO
Agreements. It can play a valuable role in addressing the economic, structural and
institutional imbal ances between devel oping and devel oped countries. WTO Members
decided, inthe Doha Declaration, that “all special and differential treatment provisions
shall be reviewed with aview to strengthening them and making them more precise,
effective and operational” and to identify those that should be made mandatory with
clear recommendationsthereon. Timely implementation of thisdecisioniscritical.

28. TheDohaMinisterial Declaration noted the* extensive market-access commitments’
already made by the acceding countriesto WTO. Developing countries in the process
of accession continue to face difficulties, including obligations demanded of them that
are not consistent with their status as developing countries.

29. Tradeisakey aspect of regional integration efforts, and regional trade agreements
areamgjor facilitator of South-South trade. The Global System of Trade Preferences
among Developing Countries (GSTP) isan established instrument avail able to devel oping
countries and deserves further and broader implementation so asto generate additional
trading opportunities, particularly for LDCs.
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30. Trade and environment issues are important in the context of abroad agenda for
sustai nable development, with increased focus on issues of key developmental concern.
Trade and competition policy issues are also important in safeguarding firms against
anti-competitive behaviour of TNCsin domestic markets, aswell asresponding effectively
to arange of anti-competitive practicesin international markets.

31. Recent developments within the United Nations have shown that international
cooperation for development relies more and more on a multi-stakeholder approach.
UNCTAD has played a pioneering role in developing partnerships with various
components of civil society. Since UNCTAD X, the concept of partnershipshasevolved
significantly, in particular fromitsconceptual devel opment towardsactua implementation.
The experience of the Monterrey and Johannesburg Conferences has allowed member
States to further refine the mechanisms for systematically interacting with non-State
actorsand better define the framework of principles guiding the building and operation
of multi-stakehol der partnerships.

[I. POLICY RESPONSE AND UNCTAD’S CONTRIBUTION

32. The central challenge today is to ensure that globalization raises al boats and
becomes a source of wealth for al peopleintheworld. At theinternational level, better
“governance of globalization” is essential for greater convergence of incomes and for
achieving the Millennium Development Goals. At the national level, improved
development strategies that take into account the social and human dimension of
development and strengthen the links between trade, finance, growth and poverty
eradication are vital to meeting this challenge.

33. Globalization has not only economic implications, but also a social and human
dimension. Global and national devel opment strategiestherefore haveto beformulated
with aview to minimizing the negative social impact of globalization and ensuring that
all groups of the population, and in particular the poorest, benefit fromit.

34. Nationa effortsare the cornerstone of development, but they must be supported
by afavourableglobal environment, international assistance, and fair trade and financial
relationships, which are essential for development in all countries and for escaping the
“poverty trap” in the poorest countries.

35. A central mission of UNCTAD isto help developing countries to achieve this
objective, develop their productive capacities and the competitiveness of their enterprises,
and increase development gains from international trade and trade negotiations. This
involves expanding and diversifying the exports of devel oping countries, especially the
African countries and LDCs, and ensuring that they secure a share in the growth of
world trade commensurate with the needs of their economic development. It involves,
furthermore, identifying and addressing constraints arising from theinternational trading
system and trade negotiations (multilateral, regional, bilateral), as well as appropriate
coherence of national and international policies to overcome the constraints faced by
developing countriesin themultilateral trading system (MTS). It also requires attention
to trade and poverty, and trade and gender.
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36. UNCTAD has continually served asaforum for policy discussion and consensus
building on trade, investment and devel opment with aview to hel ping enhance coherence
between national development strategies and regional and global processes, and
assuring devel opment gainsfrom theinternational trading system and trade negotiations.

37. UNCTAD, incooperation with other international organizationsand devel opment
partners, including the private sector, should support North-South and South-South
cooperation and regional integrationinitiatives. Thiscallsin particular for strengthening
of collaboration at the operational level between UNCTAD and other agenciesin the
United Nations, taking into account ongoing reforms within the United Nations, and
various components of civil society.

Development strategies in a globalizing world economy

38. In order to benefit from globalization, developing countries depend on stable
growth of external demand. This requires macroeconomic policies in the devel oped
countriesaimed at fast and stable growth. In thisrespect, better macroeconomic policy
coordination among the major industrial countries and greater exchange-rate stability
among the mgjor currenciesare essential.

39. It is necessary to continue to address, at the international level, serious
shortcomings regarding the size, stability and sustainability of private capital flowsto
developing countries. There is a need, at the global level, for a system for monitoring
short-term capital flows, particularly in respect of the sources and movement of
speculative capital. It isessential that the autonomy of devel oping countriesin managing
capital flows and choosing their capital account regime not be excessively constrained
by international agreements until ways are found to eliminate, at the global level, the
cross-border transmission of financial shocksand crises emanating from global financial
integration. Equally, options should not be narrowed with regard to the choice of
appropriate exchange-rate regimes.

40. A lasting solution to the external debt problems of many devel oping countries can
only be achieved through increased concerted efforts by the international community.
There is an urgent need for a comprehensive assessment of the sustainability of debt
throughout the developing world, particularly in relation to the achievement of
internationally agreed goals. Such an undertaking should not be limited to HIPCs, but
should incorporate abroader spectrum of countries, including the middle-income debtors.
There is also a need to strengthen international assistance to developing countriesin
the management of their debt.

41. Developed countries can assist developing countriesin attaining the Millennium
Development Goals by providing additional technical and financial assistance and
especially by meeting the internationally agreed targets for official development
assistance. Thisneedsto belinked to effortsto improve the quality and effectiveness of
aid, including through better coordination, closer integration with national devel opment
strategies, greater predictability and stability, more appropriate conditionality and genuine
national ownership. In addition, more effective international financial arrangements,
tailored to the needs of devel oping countriesin aglobalizing world economy, are needed
to mitigate the consequences of external trade and financial shocks.
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42. At the nationa level, the necessary preconditions for growth and devel opment
include political stability, good governance, therule of law, and the avail ability of human
resources. Thesebasi ¢ factors need to be complemented by adequate and flexible national
policies to promote investment, successful integration into the global economy and
building local capabilities.

43. Theexperiences of thefew developing countriesthat have been ableto launch and
sustain a process of economic convergence with the rich countries cannot be taken as
ablueprint for policy makers elsewhere. However, they do offer some general strategic
lessons on the necessary ingredients of consistent and effective national development
strategies:

0 In many of these countries, a guiding and supportive role on the part of the
state laid the foundation for accelerated development. This suggests a need to
strengthen the role of the state in the development process. Each country should
therefore have the possibility to strike an appropriate balance between the
objectives of efficiency and equity, and between the roles attributed to market
forcesand the state. Government and business do and should havedistinct interests
and different roles to play, but a sound government/business network can be a
supportive element in policies to create synergies and achieve structura change.

0 Thechallengefor development isto combine strong productivity growth with
increased employment, growth of real wages that does not outpace productivity,
and a nominal exchange rate that maintains overall competitiveness. Under
exchange-rate-based adjustment programmes combined with capital-account
liberalization, macroeconomic policies focused primarily on combating inflation
and attracting capital inflows, but failed to generate satisfactory growth. Thus,
more attention hasto be given to the need to create monetary and financial conditions
that are conducive to sufficiently high rates of domestic investment to accelerate
growth, without impairing theinternational competitiveness of firmsin developing
countries.

0 Policies must be actively pursued that are designed to provide a conducive
environment for privatefirmsto retain profitsand to invest them in the enhancement
of productivity, capacity and employment. Fiscal instruments can be important in
this respect, but thereisalso an array of trade, financial and competition policies
which, if appliedinanintegrated and well-sequenced manner, canhelp raise profitability
and investment in key industries and increase the domestic value-added content of
their exports.

0 National policiesto achieve greater openness and reap greater benefits from
globalization should be forward-looking. But trade and financial linkageswith the
world economy must be complementary to, and not a substitute for, domestic
forces of growth. This can be achieved through careful and well-managed
integration into the world economy, with the process being tailored to the level of
economic devel opment of each country, the capacity of itsingtitutionsand industries,
and the learning capacities of entrepreneurs and employees. Predictable and
transparent legal and regulatory frameworksare required to attract FDI, which can
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generate benefitsin the areas of employment and the transfer of knowhow and new
technologiesif it iswell integrated in the overall national development strategy.

0 Targeted measures of trade, industrial, technology and financial policy at the
sectoral and subsectoral level can be effective means of supporting diversification
in commodity-dependent economies and of acceleratingindustrial development in
those areas of manufacturing which are the most dynamic in the world economy
and wherelocal economies can build on existing comparative advantages or develop
dynamic new ones.

0 Managing income distribution has been another important element of more
successful development strategiesin the past. Effective measuresin areas such as
education and human development and infrastructure are of vital importance in
this regard. A necessary condition for greater equality is the rapid absorption of
surpluslabour. In predominantly rural economies, land reform, agricultural policies
and public investment can check rising inequality. As economies move along the
development path, investment in education, vocational training and technology
generation become increasingly important, and policies to support upgrading of
production become vital for sustaining risesin real wages. Fiscal instruments can
serve not only to reduce inequalities in personal incomes, but also to accelerate
investment and job creation.

44. Thedifferent policy measures need to be applied in apragmatic way that evolves
through learning on the basis of concrete experience of what works and what does not
ineach country. Thereisaneed for diversity in theformulation of national development
strategies to meet the challenges of development, taking into account different initial
conditions in terms of size, resource endowment and location. Indeed, policy options
and responses must change in an evolutionary way as an economy develops, while
paying attention to the need to avoid distortive and protectionist measures that could
undermine global economic growth and devel opment.

45. Regional arrangements and South-South cooperation can play a supportive role
for national development. Regional integration in the areas of trade and finance, and an
improvement of regional infrastructure, can help create regional growth dynamicsand
larger economic spaces, thereby reducing the dependence on traditional markets for
reaping greater benefits from trade. Devel opment effortsinitiated at the regional level,
such asthe New Partnership for Africa' s Development and similar effortsin other regions,
need to be supported by the international community.

UNCTAD’s contribution

46. UNCTAD'sindependent rolein delivering policy analysisand policy adviceat the
global and national level should be strengthened. Its work on globalization and
development strategies should focus oninterdependence and coherence: 0 Contributing
to greater coherencein global economic policymaking from the point of view of itseffect
on development, taking into account the interdependence among the various areas of
the international economy, notably trade, investment, money and finance, and
technology;
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0 Contributingtogreater coherencebetweeninternational economicrules, practices
and processes, on the one hand, and national policies and development strategies,
on the other;

0 Supporting devel oping countries in the formulation of development strategies
to ensure stable and rapid growth and sustained development.

47. Thework should help identify policies at the international and national level that
are conduciveto development. UNCTAD’s expertise should be used to explore how the
management of the world economy can be improved in support of development, and
how appropriate development strategies should be formulated and implemented in
support of astrategic integration of devel oping economiesinto theinternational trading
and financial systems, taking into account the need for appropriate policy space at the
national level. The work should also support greater understanding of the mutuality of
North-South interestsin sustained devel opment, aswell asof theimplicationsof diversity
in development experiences.

48. Attheinternational level, UNCTAD’swork should aim at making acontribution to
increasing coherence in the management of the global economy, particularly interms of
the interdependence and consistency of international trade, investment and financial
policies and arrangements. It should address the question of international financial
instability; therole of private and official flowsin financing devel opment; the question
of debt sustainability; theimpact of macroeconomic policiesin the advanced industrial
countries on devel opment prospects of poorer economies; therole of regional integration
indevel opment; and theimpact of regional integration and arrangements on devel opment
prospects. UNCTAD should also contributeto theanalytical review of theimplementation
of the outcomes of mgjor international conferencesin the economic and social field and
the achievement of the internationally agreed development goals, and make
recommendationsfor policy adjustmentswhere required.

49. At the national level, areas to which UNCTAD should give specia attention in
terms of their impact on development and the eradication of poverty include:
macroeconomic and financial policies, and effective economic management; policiesto
enhance the productive capacity of developing countries and improve their ability to
competeintheglobal economy, based on productivity growth with rising living standards;
improved debt management; and policies which create a positive relationship between
the development of productive capacity, integration into the global economy, and the
achievement of poverty reduction and human development. In this context, lessons
should be drawn from both successful experiences and failures.

50. While there is a need for diversity in recommendations for national policies,
UNCTAD should identify basic elements of sound macroeconomic policies, including
financial, monetary and exchange-rate policies, which are conducive to an expansion of
productive capacity and productivity and sustained growth. It should also carry out
further research on industrial and development policies with aview to identifying the
spacefor national policiesanditsoptimal utilization. UNCTAD should also analysethe
impact of international policies and processes on the scope for implementing national
development strategies.
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51. Inexamining successful and less successful experiences with policy reforms and
making policy recommendations, UNCTAD should give specia attention to both the
economic and social dimension, in particular income distribution, social and human
development, and poverty. The outcome of this work should be to assist developing
countries in achieving macroeconomic stability, maximizing benefits from strategic
utilization of foreign capital, encouraging domestic investment and technological
progress, and strengthening domestic institutions.

52. Inaddition to its analytical work, UNCTAD should provide technical assistance
and support developing countries in building national capacities in the areas of debt
management, improvement of productive capacities, and participation in multilateral
negotiating processes. Maximum synergy should be sought between analytical work
and technical assistance.

53.  UNCTAD should enhanceits contribution in the areas of mainstreaming tradeinto
the PRSP process. This calls for strengthened cooperation with the World Bank and
other UN agencies.

54. UNCTAD'swork on devel opment strategiesin aglobalizing world economy should
pay increasing attention to the problems of countries facing special circumstances,
notably thetrade and devel opment problems of the African continent, in close cooperation
with, and in support of, the New Partnership for Africa’'s Development (NEPAD).

55. UNCTAD should also addressthe special problemsof L DCs, landlocked devel oping
countries and small island devel oping States, as well as structurally weak, vulnerable,
and small economies. In this context it should continue to focus on the causes for the
decline in the share of LDCs in world trade and look for long-term solutions to this
problem. Moreover, UNCTAD should explore the problems of countrieswith economies
intransition in their effortsto integrate into the world economy.

Building productive capacities and international competitiveness

56. Theinteraction of national and international rulemaking is particularly visiblein
the investment area. The proliferation of investment agreements at the bilateral,
subregional, regional and plurilateral levelsrequires policymakersand negotiatorsfrom
developing countries, as well as other stakeholders, to be as familiar with and as well
informed as possible about the development implications of such agreements. The
complexity of theissues at stake, aswell asthe sheer volume of matters that need to be
considered, often strains the available resources in developing countries, both from a
policy development and from an implementation and negotiation perspective. The
challengefor theinternational community isto help build national capacity in developing
countries, through policy analysis and human and institutional development, with a
view to assisting these countriesin participating aseffectively aspossibleininternational
discussions and eval uating the implications of closer cooperation for their development
policies and objectives.

57. Enhancing the contributions of investment flowswill require consideration of the
policiesand actionsthat the home countriesof TNCsand TNCsthemselves canintroduce
to encourage sustained investment flows and stimulate economic growth and
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devel opment. Home countriescan assist in the collection and dissemination of information
related to investment opportunitiesin devel oping countries, including through technical
assistance and the organization of investment missions and seminars. They can aso
encourage technology transfer by providing assistance with aview to strengthening a
host country’stechnol ogical baseand its capacity to act asahost to FDI and technol ogy-
intensiveindustries. Variousforms of financial and fiscal incentives can be provided to
outward investors or to support feasibility studies and environmental assessments.
Home countries can also help mitigaterisk, for example by providing investment insurance
against risks that may not normally be covered through the private insurance market.
The provision of official development assistance could enhance national savings and
investment and act asan additional catalyst to attract FDI. Further analysisisneeded to
assess the effectiveness of various measures and to explore how the development
impact of home country measures could be maximized. Such measures would not only
help developing countries but also create new opportunities for investment and trade
for home countries and their business community.

58. Moreinternational attention should also be given to the corporate responsibility
of TNCs. The notion that corporations have responsibilities that go beyond their
shareholders and extend to the societies in which they operate is widely accepted and
wasalso recognized at the Johannesburg Summit on Sustainable Development. Corporate
actors should play an important role in stimulating the economic development of host
countries and in supporting social development and the competitiveness of local
enterprises through technology transfer, supplier linkages and the provision of access
to export markets and international production networks. While there are various
voluntary international instruments in different areas, a more coherent effort by the
international community, covering both economic and social dimensions, is needed in
order to increase the direct contributions of TNCsto the advancement of development
goals.

59. With rapid technological advances, the need for increased and diverseinternational
assistancein the devel opment and adoption of new technol ogiesin devel oping countries
has become critical. ICTs are expected to play a central rolein the achievement of the
goa sof theMillennium Declarationin the areas of poverty reduction and gender equality.
The UN ICT Task Force has identified the urgent need to increase assistance for
developing countriesin formulating ICT strategies as one of its priority areas of work.
The plan of action of the World Summit on the Information Society (WSIS) considers
the implementation of national e-strategies as one of the key areas for policy action to
advance the information society in developing countries. It also calls for action to
promote devel opment-oriented ICT applicationsfor all, in particular the use of ICTsby
small and medium-sized enterprises (SMES) to foster innovation, realize gains in
productivity, reduce transaction costs and fight poverty. Thus, greater participation by
developing countries needs to be ensured in international deliberationson ICT-related
issues, such asthe domain name system, ecommerce taxation and I nternet governance.

60. The Johannesburg Summit specifically called for urgent action at all levels for
transportation and communication infrastructure development and for an integrated
approach to policy making at the national and regional level for transport services and
systems. Multilateral lending for such projects should be greatly enhanced. Inthe area
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of transport and logistics services, there is a need to develop an adequate international
legal framework that reflects recent developments in the way global logistics are
organized. Thelack of auniforminternational regime has obliged Governments, including
those of developing countries, to resort to solutions at the national, regional and/or
subregiond level, creating further fragmentation at theinternational level. Clearly maritime
and container security issueswill continue to be a priority subject for the international
community in the years to come. The programme of Transport Security Action agreed
by the G8 at its summit in Canadain 2002, the United States’ security legidation, and the
subsequent work within the International Maritime Organization (IMO) and the European
Union demonstrate the importance the subject will haveinthefuture. It isessential that
acoordinated global approach be adopted to avoid the proliferation of diverse unilateral
and regional standards and approaches and the resulting negative consequences. In
this context, the review of the 1986 United Nations Convention on Conditions for
Registration of Ships should be considered.

61. Improving competitiveness requires deliberate national policies to foster a
systematic upgrading of domestic productive capahilities. Such policies cover arange
of areas, including investment, enterprise development, technology, skill formation and
infrastructure devel opment. The effort isparticularly important in connection with SMEs
that face difficultiesin accessing finance, information, technology and markets, which
are al essential elementsin becoming competitive. This requires establishing specific
policiesand programmes and appropriateinstitutional frameworksto support investment,
technology and enterprise development, including through the provision of business
development services. Effortsat harnessing national savingsfor productiveinvestment
should include policies to encourage domestic institutional investors to invest in
productive sectors through the provision of support, investment guarantee schemes
and fiscal benefits. Providing incentivesfor research and development, establishing an
adequate framework for intellectual property rightsthat isconsistent with the country’s
level of technological devel opment, and taking measuresto devel op the human resource
base areimportant ingredientsin apolicy package.

62. For the potential of ICT to befulfilled, an enabling environment, including adequate
ICT infrastructure, human resources, informed citizens and policy makers, and a
supportivelegal and regulatory framework, must be put in place. Thisapproach must be
integrated and include the development of high-quality infrastructure, such as export
processing zones (EPZs), science parks, logistics servicesand | CT. Theformulation and
implementation of national ICT strategiesthat deal effectively with the challenges of the
new competitive environment must be particularly sensitive to three elements: firstly,
the need for mechanismsto monitor and measure | CT readiness, use and impact; secondly,
the need to incorporate a gender perspective at all levels of policy action; and thirdly,
the need to link ICT policiesto other development policies, in such areas as education,
trade, investment and especially national science and technology policy, to allow for
benefitsfrom synergies between different el ements and amore broad-based diffusion of
ICT.

63. Another policy areathat deserves equal attention isthe development of efficient
transport, communications and | ogi stics services, which are strategic factorsin building
and maintaining enterprise competitiveness. For this, developing countries need to
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improve their physical infrastructure. Further, a comprehensive nationa approach is
required to strengthen the use and development of trade and transport capabilities
through institutional reform, public/private partnerships, adapting legal frameworks,
streamlining administrative procedures, promoting the use of information and
communication technology and devel oping managerial capacities. With regard to trade
facilitation, Governments need to take steps to implement measures on the basis of
internationally agreed rules, standards and recommendations. Coordinated trade
facilitation measures are becoming increasingly important for enhancing efficiency,
reducing transaction costs and maintaining supply capacities, particularly inthelight of
recent security considerations. Complying with new security regulations by putting in
place the necessary procedures and equipment is a major challenge for developing
countries. The implementation of transport security measures should be accompanied
by necessary trade facilitation measures and thus provide both amore secure and more
efficient trade environment for all international partners. In addition, particular attention
is needed to mitigate locational handicaps of least developed, landlocked and small
island devel oping countries.

UNCTAD’s contribution

64. The objective of UNCTAD's work in this area should be to assist developing
countries, in particular LDCs, to design and implement active policies for building
productive capacity and competitiveness with a view to sustaining a high level of
growth and promoting sustainable development. These palicies should be based on an
integrated treatment of investment, technology transfer and innovation, enterprise
devel opment and businessfacilitation (including transportation and the promotion of ICT).

65. UNCTAD should strengthen its work on investment, as well as technology and
enterprise devel opment, and —through policy analysis, technical assistance and capacity
and consensus building — assist developing countries in policy formation and
implementationin thisregard. UNCTAD should pay particular attentionto theinternational
dimension, including rule-setting processes, with aview to identifying the opportunities
for and obstacles to progress in economic devel opment.

66. UNCTAD should continueitslead rolein policy analysis of theimpact of FDI on
development and especially ways and meansto maximizeits benefitsand minimize its
costs through appropriate host and home country policies. It should collect and analyse
dataand conduct policy-oriented research on investment issuesrelated to devel opment,
including theinteraction of FDI and domestic investment; theinterrelationship between
ODA and FDI, and theimpact of FDI onindustrialization and local entrepreneurship; the
role of FDI in infrastructure development and export capacity building; and human
resource development and linkages between foreign and domestic firms. It should also
assist developing countries in ensuring that their international commitments do not
jeopardize their ability to use national policies to build productive capacity and
international competitiveness.

67. UNCTAD'sanalytica work should draw |essonsfrom successful experienceswith
the transfer and diffusion of technology through FDI and other channelswith aview to
supporting efforts by developing countries, in particular LDCs, to respond to
technol ogical changesand devel op policy instrumentsthat facilitate technology transfer
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and build domestic innovative capacity. To that end, UNCTAD should examine the
special problemsthat L DCsand African countriesfacein building productive capacities,
especialy how the risks associated with investing in these countries can be reduced
and how to ensure the contribution of investment to increasing competitiveness,
diversifying products and markets, and helping to create and expl oit niche advantages.

68. UNCTAD should support efforts of developing countries to attract and benefit
morefrom FDI, including by helping them to formulate and implement investment policies
inlinewith their development strategies. Investment policy reviewsand their follow-up,
aswell asassistancefor national investment promotion agencies, can play aspecial role
in this connection.

69. UNCTAD should assist, including by formulating special programmes, African
countries and LDCs in attracting and benefiting more from FDI, including through
advisory services supplied in partnership with the private sector.

70. UNCTAD should disseminate best practicesin respect of linkages between SMES
and TNCswith aview to increasing the benefit of FDI and enhancing the international
competitiveness of developing countries enterprises.

71. UNCTAD should assist devel oping countries, especially LDCs, informulating and
implementing policies to encourage the transfer of technology and the creation of
domestic innovative capacity.

72. UNCTAD should examinethe devel opment implications of international investment
arrangements at various levels with a view to maximizing their contribution to
development. UNCTAD should continueto provide aforum for exchange of experiences
and consensus building on the formulation of international arrangements, with aview to
promoting the devel opment dimension in those arrangements. Thiswork should include
afurther clarification of thekey issues at stake and areview of experienceinimplementing
international commitments.

73.  UNCTAD should provide policy analysisand compileinventories of best practices
in home country measures to encourage investment flows to developing countries,
particularly LDCs. It should also develop and implement related technical assistance
and capacity building activities to help developing countries take advantage of those
home country initiatives.

74. UNCTAD should provide policy analysison waysand meansto promote corporate
responsibility in respect of economic as well as social development of host countries,
taking into account existing international initiativesin thisarea. It should develop and
maintain a database of good corporate practices, especialy as far as the development
dimensionisconcerned, with aview to promoting and disseminating those best practices.

75. UNCTAD should strengthen its assistance to developing countries, particularly
LDCs, inhuman capacity building and institution building in the area of investment and
technology transfer, so as to ensure their effective participation in international rule-
setting at all levels and ensure that development concerns are taken into account.
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UNCTAD should also identify ways and means to operationalize technology transfer
clausesin existing international agreements, and assist devel oping countriesin maximizing
the potential benefits of those agreements.

76. UNCTAD should continue to undertake research and analysis in areas of trade
facilitation, transport and related services of interest to devel oping countries and assist
them in establishing an appropriate framework for policy action in the areaof transport.
It should also serve asaforum for an exchange of views and experiencesonissuessuch
astradefacilitation, transport security, registration of shipsand multimodal transportin
order that development objectives be given proper consideration when deciding on
new frameworks. The work should proceed through close cooperation with other
intergovernmental and United Nations organizations involved in the preparation of
global legal instrumentsaffecting international trade and transport. With regard to security
issues, UNCTAD, in consultation with IMO, ILO and the World Customs Organi zation
(WCO), shouldfollow developmentsin the new multilateral security framework, analyse
the impact of security measures on developing countries, facilitate the exchange of
views and experiences among interested parties, and formulate linkages with trade and
transport facilitation in order to help build an efficient and secure trade environment.
UNCTAD should, through itstechnical cooperation programmes, such asthe Automated
System for Customs Data (ASY CUDA) and the Advance Cargo Information System
(ACIS), and training, assist developing countriesin their effortsto build their transport
capacities and thus enhance the competitiveness of their national enterprises.

77. UNCTAD should monitor and analyse developments in ICT in terms of their
implicationsfor productivity, business organization, export competitiveness, key sectors
with e-business potential, and the gender dimension, with a view to providing policy
makers in developing countries with an analytical and empirical basis for taking the
appropriate decisionsinthefield of ICT and e-commerce.

78. UNCTAD should assist developing countries in formulating and implementing
national ICT policies and strategies, including devel oping mechanisms for monitoring
and measuring digital economy developmentsand ICT useintheir countries, aswell as
providing aforum for developing countriesto discuss | CT-related policy issues, exchange
of experience and best practices.

79.  UNCTAD should support the efforts of developing countries in developing e
businessin sectors of economic importance and with export capacity, through amix of
sector-specific policies, training programmes and deployment of ICT tools, taking into
account the need for different policy mixesto respect local and national specificities.

80. UNCTAD should continue providing aforum for developing countriesto discuss
ICT-related policy issues at the regional and international level. It should assist
developing countriesto participate actively in international discussionsthat are likely
to have an influence on the development of ICT and the knowledge economy and
contribute to the implementation of the WSIS Plan of Action, in particular through
monitoring the progress made between the two phases of the summit. Inimplementing
thiswork, UNCTAD should work in close collaboration with the relevant international
organizations.
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Assuring development gains from the international
trading system and trade negotiations

81. Meaningful reforminagricultureiskey to successfully concluding the multilateral
trade negotiationslaunched at Doha. Without prejudging the outcome of the negotiations,
actions should betaken to achieve substantial improvementsin market access; reductions
of, with aview to phasing out, al forms of export subsidies; and substantial reductions
in tradedistorting domestic support. Special and differential treatment for devel oping
countries shall be an integral part of the negotiations such that developing countries
can effectively take account of their development needs, including food security and
rural devel opment.

82. Market access liberalization on non-agricultural products under the Doha Work
Programme is important to development. Negotiations should aim to reduce or as
appropriate eliminatetariffs, including the reduction or elimination of tariff peaks, high
tariffs, and tariff escalation, as well as non-tariff barriers, in particular on products of
export interest to devel oping countries, with comprehensive product coverage without
a priori exclusions, and fully taking into account the special needs and interests of
developing and least-developed country participants, including through less than full
reciprocity in reduction commitments. For developing countries that have benefited
from textile quotas, adjustment support is needed to enhance competitiveness and
diversification.

83. All services sectors play arolein acountry’s development. The liberalization of
services sectors and modes of supply of export interest to developing countries,
including thetemporary movement of natural persons, isakey objective, supplemented
by improved accessto technol ogy, financial services, information networks and marketing
channels. The concerns of devel oping countries about the social dimension of services
must be taken into account, including in connection with the universal provision of
essential servicesin sensitive sectors such as health, education, utilities, transport and
audiovisual services.

84. Voluntary standards and technical regulations must be developed transparently
and applied non-discriminatorily, and should otherwise not pose unnecessary obstacles
to trade. Devel oping countries should be provided with technical assistance and capacity
building support to effectively meet such standards.

85. Inaddition, consideration should be given to ensuring that developing countries
have adequatefinancial and technical resourcesto implement multilateral trade agreements
and meet adjustment and social costs.

86. S&DT provisions should be conceived as a developmental tool that is more
precise, effective and operational . The agreement-specific S& DT proposal s put forward
by developing countries should receive special attention.

87. Expeditious progressisrequired to meet the key prioritiesfor the LDCs, including
widening the country coverage of bound, duty-free and quota-free access to devel oped
country markets; assistancein addressing difficultiesfaced in meeting rulesof origin, as
well asproduct and environmental standardsin preferential schemes; aswell astechnical
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assistance and capacity building generally. The DWP on small economies should continue
with aview to achieving concrete measures and actions.

88. Obligations that developing countries are asked to assume in the process of
accession to WTO should be consistent with their developing country status. WTO
Members should fully and faithfully implement the guidelines on LDC accession to the
WTO that were adopted by the WTO General Council on 10 December 2002.

89. Positive measures to mitigate the negative impact of the erosion of preferences
should be put in place, notably through enhancement of the utilization and predictability
of preferential schemes and providing technical assistance to meet various standards
and to raise awareness among entrepreneurs with regard to making use of trade
preferences.

90. The international community should assist developing countries in developing
human, institutional and regulatory capacitiesand infrastructuresfor effective, informed
and beneficial participation in the multilateral trading system and for effective
negotiations on international trade and related areas, and adequate resources should be
made available for these purposes.

91. A concerted focus should be put on the difficultiesfaced by commodity-dependent
developing countries. Efforts by developing countriesto restructure and diversify their
commodity sectors, including through local processing, should be supported by technical
and financial assistance, including by strengthening capacity and institutions, both in
the public and private sectors. Compensatory financing systems should be reviewed
with aview to making them more predictable and simpler toimplement, including through
the possible use of modern risk management and risk sharing instruments. The
suggestions by the Meeting of Eminent Persons on Commaodity Issues (TD/B/50/11)
should be seriously followed up. Support for commodity development projects under
the Second Account of the Common Fund for Commodities should be strengthened.

92. International discussions and negotiations on trade and the environment should
be guided by adevel opment-oriented approach, focusing on making compatiblelegitimate
environmental/health requirements and the need of developing countries to expand
exportsand strengthen their competitiveness. Subsidieswhich are both trade-distorting
and environmentally damaging should be removed as a matter of urgency; protecting,
preserving and promoting traditional knowledge, innovation and practices, and biological
resources of developing countries should receive adequate attention; and support
should be provided to developing countries in devising and implementing proactive
policiesthat improve access of environmentally friendly productsto devel oped country
markets and facilitate market penetration/entry.

93. Developing countries need to establish competition laws and frameworks best
suited to their needs and stage of devel opment, complemented by technical and financial
assistance for capacity building, to help build supply capacity, promote competitiveness
and ensure efficiency and welfare gains. At theinternational level, home countries and
their TNCs should take expeditious and effective measuresto dismantle anti-competitive
structures and practices, and intensify collaboration with developing countries to help
their producers and enterprises take advantage of trade liberalization.
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94. Developing countries need technical and financial assistancefor capacity building
inthefield of competition laws and frameworks. Efforts should be madeto prevent and
dismantle anti-competitive structures and practices at the international level.

95. Work on trade, debt and finance should continue with a view to exploring in a
systemic way linkages between the trade and trade-related concerns and interests of
developing countries and debt-relief measures.

96. Tradepoliciesof developing countries should be aimed at impacting positively on
the reduction of poverty and of gender inequality. Increases in export value added,
enhanced diversification, increased local content and knowledge content, the creation
of employment, food security, traditional knowledge and access to essentia services
should be meansto these ends. Inimplementing national trade and trade-related policies,
the developing countries need to pursue a strategic and appropriately sequenced
approach to liberalization, and to carefully identify key sectorsfor export devel opment.

97. Theinternational community should put in place the necessary policy instruments
and support measures to complement national efforts of devel oping countriesto foster,
protect and promote creative industries and traditional knowledge of developing
countries.

98. Developing countries should makefuller use of regional and subregional trade and
economic cooperation to enhance trade and investment flows and improve transport
infrastructure to reduce costs and increase trade flows. Development partners should
provide adequate support and assistance to promote South-South trade and economic
cooperation. The revitalization of the Global System of Trade Preferences among
Developing Countries (GSTP) should be animportant priority.

99. Negotiations on transport within the framework of GATS and the United Nations
Commission on International Trade Law (UNCITRAL) need toincorporate the concerns
and interests of developing countries. Policy responses need to go beyond market
access and focus on the creation and long-term sustainability of supply capacitiesin
thefield of transport in devel oping countries. Devel oping countries should be provided
with increased financial and technical assistance to continue their efforts at removing
procedural and institutional bottlenecks to reduce transaction costs through the
implementation of transport and trade efficiency measures, and improving standards
and quality control.

UNCTAD’s contribution

100. UNCTAD should continueto monitor and assessthe evol ution of theinternational
trading system, analyse main trendsrelating to i ssues of concernto devel oping countries,
help consensus and confidence building, and help devel op capacitiesto negotiate trade
agreements, including under the Doha Work Programme, to formulate trade and trade-
related policies and options, and to strengthen human, institutional and regulatory
frameworksand infrastructure.
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101. In order to achieve the preceding objectives, UNCTAD should strengthen the
implementation of the Bangkok Plan of Actioninthefield of trade. In particular, UNCTAD
should undertake research and analysis, and convene sectoral reviews, to assist
Governments gain a better understanding of the economic potential of building greater
export capacity and competitivenessin dynamic sectors of world trade for which volumes
of exported goods grow faster than world goods exports as a whole, with particular
emphasis on value-added manufacture sectors.

102. UNCTAD should further enhance support to developing countries in the
formulation, implementation and review of nationd trade policieswith aview to maximizing
the development benefits of trade; and monitor and analyse the impact of developed
countries' trade and trade-related policies on developing countries. In particular,
UNCTAD should further elaborate devel opment benchmarks to assess how effectively
developing countries are integrating into, and deriving an equitable share of benefits
from, theinternational trading system.

103. Specia emphasisshould a so be placed on policy analysison theimplications of
regional and bilateral trade agreements for the multilateral trading system and for
developing countries, including in relation to national development policies and for
third parties. Inthis context, UNCTAD should examine and monitor theinterface between
the MTSand bilateral and regional trade agreements, including in respect of S& DT for
developing countries in North-South trading arrangements. UNCTAD’s work should
help develop and promote deeper regional integration, and strengthen relations with
regional integration bodies.

104. UNCTAD should undertake further work on trade preferences, provide policy
advice on simplification of administrative procedures, rules of origin and improvement
of product coverage, and addresstheissue of erosion of preferences. UNCTAD should
also continueto support therevitalization and greater utilization of the Global System of
Trade Preferences among Devel oping Countries, taking into account the special needs
of LDCs, through itsanalytical and capacity building work.

105. UNCTAD should provide support to developing countries and countries in
transition prior to, during, and in the follow-up to their WTO accession process.

106. UNCTAD should also assist developing countries in strengthening their
capabilities to increase their beneficial participation in global services trade. Thisis
particularly the case in the new and emerging fields of information communication
technology, but also in the traditional areas of services such as construction, health and
health care, and tourism. UNCTAD should examine issues in Mode 4 related to
commercially meaningful liberalization through higher levels of commitments and the
reduction of restrictions and administrative impediments; and strengthen analytical
work on GATS rules and domestic regulation.

107. UNCTAD should undertake analysis on the strengthening of the development
dimensioninrule-making onintellectual property and TRIPS, including effectivetransfer
of technology to developing countries; protection of traditional knowledge, genetic
resources, and folklore; and fair and equitable benefit sharing.
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108. UNCTAD should continue to monitor devel opmentsin commaodity markets and
provide information on these markets; assist developing countries in formulating
strategies addressing links between international commaodity trade and national
development, including poverty reduction and food security; analyse factors and policy
issues influencing the commaodity sector’s competitiveness, including ways to meet
quality and other product requirements in export markets and ensure a more equitable
distribution of revenues along the supply chain; support the development of capacity
for applying modern commaodity price risk management and financial instruments; and
follow-up, as appropriate, on the recommendations addressed to UNCTAD in thereport
of the Meeting of Eminent Persons on Commaodity |ssues.

109. UNCTAD should analyse mechanismsto mitigate the consequences of commaodity
pricefluctuations and earnings shortfalls, including through user-friendly and operational
compensatory financing schemes, and investigate the possibilitiesfor financia support
to diversification efforts.

110. UNCTAD should undertake research, analysis and advisory work on creative
industries, the contribution that exports can make to national development, and the
policies necessary for a supportive enabling environment. It should provide a multi-
stakeholder forum for the discussion of issues and coordination of work in these
industries, and convene sectoral reviewsfor the sharing of experiences and knowledge
among developing countries.

111. UNCTAD should support devel oping countriesin analysing appropriate linkages
between trade and poverty, and trade and gender, and provide technical assistance and
capacity building support thereon.

112. UNCTAD should continue to serve as a forum for clarifying issues relating to
investment, competition policy and trade facilitation, with a view to creating a wider
understanding of their development dimension, including their impact on the trade,
financial and development needs and priorities of developing countries.

113. UNCTAD should continueto provide technical assistance and capacity building
support to devel oping countries on issues at theinterface between trade and environment,
such asmarket access and agriculture, traditional knowledge, transfer of environmentally
sound technol ogy, promotion of tradein environmentally preferable goodsand services
(EPGS), including issues concerning eco-labelling and certification costs. It should
strengthen work onthe BIOTRADE I nitiative and the UNEP-UNCTAD Capacity Building
Task Force on Trade, Environment and Development (CBTF); and follow-up on trade-
related issues contained in the implementation of the Johannesburg Plan of
Implementation.

114. UNCTAD shouldfurther strengthen andytical work and capacity building activities
to assist developing countriesto articul ate and adopt competition law and policies, and
to deal with restrictive business practices; and continue substantive work under the
Intergovernmental Group of Experts on Competition Law and Policy.

#Zd X CUTS From Cancun to Sio Paulo « 239



115. UNCTAD should contribute to the analysis of the linkages between trade and
tradeelated interests of devel oping countries, financial flows and debt-relief.

116. Initsintergovernmental machinery, UNCTAD should examine policy proposals
and regulatory regimes relating to transport and trade facilitation, thereby assisting
developing countries in formulating policy measures to build their transport supply
capacities and to assist traders to take advantage of transport opportunities; analyse
the implications of the ongoing developments, and provide advice and assistance to
devel oping countriesin relevant negotiations affecting international trade and transport,
including those within UNCITRAL; and provide technical assistance to landlocked
developing countries, highly indebted poor countries and small economiesto improve
the availability and efficiency of infrastructure facilities to support trade.

117.  UNCTAD should contribute, asaninstitutional stakeholder, to theimplementation
and monitoring of the outcomes of major UN summits and conferences (Millennium
Declaration, BrusselsPlan of Action, Johannesburg Plan of Implementation, Monterrey
Consensus, Barbados Programme of Action, Almaty Plan of Action), insofar as trade
and trade negotiations and interrelated issues are concerned. It should strengthen
collaboration and cooperation with WTO and other international organizations such as
the UN regiona commissions, IMF, World Bank, UNDP, UNIDO. UNCTAD’scontribution
to the Integrated Framework for Trade-Related Technical Assistance to the Least
Developed Countries and the Joint Integrated Technical Assistance Programme for
Selected L east Devel oped and Other African Countries (J TAP) should be strenghthened.

Partnership for development

118. Partnerships should be of benefit to as many developing countries as possible
from all geographical regions, taking into account their national policiesand strategies.
Attention should also be paid to regional integration and other aspects of South-South
cooperation, Africaand L DCs. Partnerships should rely on the resources brought in by
the partners and should not affect the resources allocated to regular budget activities.
There should be truly multi-stakeholder arrangements, open to all those interested,
whether Governments, NGOs, the private sector, academicingtitutions, parliamentarians,
or other international organizations of the UN system. Particular attention should be
paid to collaboration with the Bretton Woods institutions, UNDP, UNEPR, UNIDO, and
ITC. The positive experience of the Integrated Framework for Trade-related Technical
Assistanceto Support LDCsintheir Trade and Trade-related Activities (IF) and JITAP
should be bornein mind. The UN guidelines on relationswith the private sector should
be followed. The emphasis should be on the quality and long-term viability of the
partnerships, rather than on quantity.

UNCTAD’s contribution

119. UNCTAD should makeitsrelationship with civil society, in particular NGOs and
academic circles, the private sector and other organizations of the UN system, more
systematic and better integrated with intergovernmental processes. The objective should
be to enhance the value added and the result orientation of this cooperation for the
benefit of UNCTAD’s work and that of member States. Cooperation with NGOs and
parliamentarians could aim inter alia at enhancing their advocacy role in support of
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international cooperation for devel opment. I nteraction with academic institutions could
be of benefit both to theseingtitutions and to UNCTAD through sharing of the outcomes
of their analysis and research, relevant studies and knowledge, and by integrating
UNCTAD coursesinto the curricula of such ingtitutions.

120. UNCTAD should make maximum use of the experience of the United Nationsin
thisrespect, in particular that of the World Summit on Sustainable Development and its
follow-up process. The pragmatic and practical dimension of the relationship with civil
society, the business sector and parliamentarians, aswell aswith other organizations of
the UN system, should receive priority attention.

121. Inbuilding partnerships, the UNCTAD secretariat is guided by the criteriaand
principles agreed to by member Statesin the preparatory process for and the follow-up
to the World Summit on Sustainable Development (E/2003/29). Partnerships should
follow the substantive policy framework defined by intergovernmental decision. They
represent specific commitments by various partners intended to contribute to and
reinforce — and not substitute for — the implementation of the outcomes of the
intergovernmental negotiations of UNCTAD XI. They will also help achieve related
internationally agreed objectives and commitments, including the Millennium
Development Goals.

122. The Trade and Development Board will arrange for half-day informal hearings
with non-State actors to allow them to express their views on the issues before the
Board. The outcome of the informal hearingswill be summarized by the secretariat for
submission as an input into the discussions of the Board. Participation will be based on
the procedure applied for the participation of civil society and private sector organizations
during the preparatory process of the Conference. Efforts should be made, including
through dedicated extrabudgetary contributions, to ensure effective representation and
more active participation in such hearings of civil society from developing countries.

123. The involvement of civil society in the work of the Commissions and Expert
Meetings should continue, in accordance with the rules adopted by the Trade and
Development Board for this purpose, including through joint meetings and the
organization of discussion forums on issues to which multi-stakeholder dialogue is
relevant.

124. Partnershipsintheareasof ICT for devel opment, commodities, investment, and
capacity building and training, including training and academic institutions, will be
launched at the Conference.

125. TheTradeand Development Board will review theimplementation of partnerships,
on the basisof areport by the secretariat, with aview to sharing lessonslearnt, progress
made, best practices, and basic information on the partnerships, and it will assesstheir
contribution to theimplementation of the outcome of UNCTAD XI.
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ANNEX-V
Programme

Afro-Asan Civil Society Seminar

From Cancun to Sao Paulo:
TheRoleof Civil Societyin thelnternational Trading System

13-15 April 2004, Hotel Le Méridien, New Delhi, India
Programme
Day One: Tuesday, 13" April

1700-1900 Inaugural

Welcome: Pradeep S. Mehta, Secretary General, CUTS International

Chairman’s Remarks: Arjun Sengupta, Chairman, Centrefor Devel opment and Human
Rights, New Delhi

Inaugural Address. N. K. Singh, Member, Planning Commission of India
Keynote Addresses:

Magda Shahin, Egypt’s Ambassador to Greece

K. A. Azad Rana, Deputy Director General, World Trade Organisation

Lakshmi Puri, Director, Division on International Trade in Goods and Services, and
Commodities, UNCTAD

Colin Bdll, Director, Commonwealth Foundation
S. N. Menon, Special Secretary, Department of Commerce, Government of India

1900 Reception & Dinner
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Day Two: Wednesday, 14" April

0900-1100 Plenary |

Assuring development gains from the international trading system and trade
negotiations

Chair: Maxine Olson, Resident Representative of UNDP, India

Keynote Address: Anwar-ul-Hoda, Professor, Indian Council for Research on
International Economic Relations

Discussants:
S. N. Menon, Special Secretary, Department of Commerce, Government of India
DebapriyaBhattacharya, Executive Director, Centrefor Policy Dialogue, Bangladesh

AmritaNarlikar, Lecturer in International Relations, University of Exeter & Research
Fellow, University of Oxford, UK

John Ochola, Programme Officer, I nstitute of Economic Affairs, Nairobi, Kenya
1100-1130 Tea/Coffee

1130-1330 Workshop |

Chair: Malcolm Subhan, European Institute for Asian Studies

Trade Policy Road Map of South Asia
Huma Fakhar, Advocate & Expert on WTO and International Commercial Law, Fakhar
Law International, |lamabad, Pakistan

Nightmare in A Spoon of Sugar
Sudaryatmo, Public Interest Lawyer, Indonesian Consumers Organi sation

Trade-related Capacity Building and Policy Influencing: Experience of CPD
FahmidaA. Khatun, Research Fellow, Centrefor Policy Dialogue, Bangladesh

1330-1430 Lunch

1430-1630 Plenary |1
Doestheinter national trading system promotetheinter estsof thepoor ?

Chair: Farooq Sobhan, President, Bangladesh Enterprise Institute & Former Foreign
Secretary of Bangladesh

Keynote Address. Magda Shahin, Egypt’s Ambassador to Greece
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Discussants;

Jean-Pierre Lehmann, Chairman, Evian Group & Professor of International Political
Economy, International Institute for Management Devel opment, L ausanne, Switzerland

E. Olawale Ogunkola, Professor of Economics, University of Ibadan, Nigeria

Shishir Priyadarshi, Senior Counsellor, Development and Economic Research Division,
World Trade Organisation

1630-1700 Tea/Coffee
Day Three: Thursday, 15" April

0900-1100 Plenary 111
Buildingand strengthening capacity in trade policy

Chair: Suman Bery, Director General, National Council of Applied Economic Research,
India

Keynote Address: Pradeep S. Mehta, Secretary General, CUTS International
Discussants:

David F. Luke, Trade, Debt & Globalisation Advisor, UNDP

VeenaJha, Coordinator, UNCTAD inIndia

RosaleaHamilton, Chief Executive Officer, Ingtitute of Law and Economics, Jamaica

1100-1130 Tea/Coffee

1130-1330 Plenary 1V
Theroleof UNCTAD in assisting national tradeand development strategies

Chair: SanjayaBaru, Editor, The Financial Expressof India
Keynote Address. VeenaJha, Coordinator, UNCTAD inIndia
Discussants:

Nagesh Kumar, Director General, Research and Information System for Non-aligned and
Other Devel oping Countries, New Delhi

Abid Suleri, Head of Programme, Oxfam GB in Pakistan and Visiting Fellow, Sustainable
Development Policy Institute, Islamabad

Davis Ddamulira, Senior Research Associate, SEATINI, Uganda

1330-1430 Lunch
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1430-1630 Workshop 11

Chair: Mirette F. Mabrouk, Publishing Director, IBA MediaGroup, Cairo, Egypt

Impact of the WTO Agreements on the Farming Sector in Uganda
Chebet Maikut, President, Uganda National Farmers Federation

Civil Society's Role in the WTO Accession Process

Navin Dahal, Research Director, SAWTEE, Kathmandu

China’s Experience with the WTO Regime

Shuaihua Cheng, PhD Section Chief, Development Research Center, Shanghai Municipa
Government, China

1630-1700 Tea/Coffee

1700-1830 Closing

Rapporteurs' Presentation:
Peter Draper, Research Fellow, South African Institute of International Affairs
Julius Sen, Consultant, London School of Economics & Political Science, UK

Closing Remarks:
Rajeet Mitter, Joint Secretary (Trade Policy Division), Department of Commerce,
Government of India

Discussion on the Afro-Asian Civil Society Satement on Trade

Vote of Thanks:
Pradeep S. Mehta, Secretary General, CUT S International
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ANNEX-VI
List of Participants

1 AradhanaAgarwal
Senior Fellow
Indian Council for Research on
International Economic Relations
(ICRIER)
New Dehi, India

2 Vivek Agarwal
Advocate
National Centrefor Human
Settlements & Environment
Bhopal, India

3. Tamer M. Ali
Third Secretary (Commercial)
Embassy of the Arab Republic of

Egypt
New Ddhi, India

4. Phil Alves
The South African Ingtitute of
International Affairs(SAIIA)
Johannesburg, South Africa

5 T.K.Arun
Economic Editor
TheEconomic Times
New Delhi, India

6. Ch.Diwakar Babu
General Secretary
Consumer Guidance Society
Vijaywada, India

7. T.Baachandran

10.

President
KeralaConsumer Service Society
(KCS9)

Cochin, India

ColinBdll

Director

Commonweal th Foundation
London, United Kingdom

S. Banerjee

Advisor

CUTS Calcutta Resource Centre
Calcutta, India

Ashok Bapna

Honorary Professor

The HCM Ragjasthan State Institute
of Public Administration

Jaipur, India

SanjayaBaru

Chief Editor
TheFinancial Express
New Delhi, India

Suman Bery

Director Genera

National Council of Applied
Economic Research (NCAER)
New Delhi, India

M oana Bhagabati

Assistant Professor

Madras Ingtitute of Development
Studies (MIDS)

Chennal, India

246 « From Cancuin to SGo Paulo

%W ¥ CUTS



14.

16.

17.

S. P. Bhagwat
Director Advocacy
World VisionIndia

Debapriya Bhattacharya
Executive Director

Centrefor Policy Dialogue (CPD)
Dhaka, Bangladesh

Swapan K. Bhattacharya
Associate Professor, International
Trade& Commerce

Indian Institute of Public
Administration

New Delhi, India

Savitri Bisnath
South Centre
Geneva, Switzerland

DilipBiswas

Former Chairman

Central Pollution Control Board
New Delhi, India

Enrique Blanco de Armas
Economist

Ministry of Industry and Trade
Government of Mozambique
Maputo, Mozambique

Douglas Korsah Brown
Environmental Lawyer and
Executive Director

Centrefor Environmental Law and
Development (CELD)

Accra, Ghana

Rupa Chanda

Indian Institute of Management
Bangalore

Bangalore, India

Bipul Chatterjee

Director

CUTS Centrefor International
Trade, Economics& Environment
Jaipur, India

24,

Sachin Chaturvedi

Research Associate &

Managing Editor

Research and Information System
for the Non-Aligned and Other
Developing Countries (RIS)

New Delhi, India

Shuaihua Cheng

PhD Section Chief

Shanghai Municipa Government
Development Research Center
Shanghai, PR China

Frywdl S. Chirwa
ZambiaTrade Network
Lusaka, Zambia

Evengedlista Chomuyeke

Trade and Development Studies
Centre

Harare, Zimbabwe

Navin Dahal

Research Director

South Asia Watch on Trade,
Economicsand Environment
(SAWTEE)

Kathmandu, Nepal

DavisDdamulira

Senior Researcher

Southern and Eastern African Trade
Information Negotiations Institute
(SEATINI)

Kampala, Uganda

Peter Draper

Research Fellow

The South African Institute of
International Affairs(SAIIA)
Johannesburg, South Africa

Elizabeth Eilor
Coordinator-1ncharge Programmes
African Women's Economic Policy
Network (AWEPON)

Kampala, Uganda
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3L

Rany MohieEldin
Third Secretary
Embassy of the Arab Republic of

Egypt
New Delhi, India

Huma Fakhar

Expert on WTO and International
Commercial Law, Partner

Fakhar Law International/MAP
Lahore, Pakistan

RajanR. Gandhi

Director

CUTSDéehi Resource Centre
New Ddhi, India

J. George

Senior Consultant

Research and Information System
for the Non-Aligned and Other
Developing Countries (RIS)

New Delhi, India

ReenaGeorge
Conflict Management Services
Noida, India

Kalyani Ghosh

Research Assistant

CUTS Calcutta Resource Centre
Cadlcutta, India

Subir Gokarn

Chief Economist

Credit Rating Information Services
of IndiaLtd. (CRISIL)

New Delhi, India

K.M Gopakumar
Advocacy Officer

Lawyers CollectiveHIV/AIDSUnit

Mumbai, India

Urvashi Gulati

Assistant Programme Officer
CUTS Centrefor International
Trade, Economics & Environment
Jaipur, India

41

47.

Avanthi P. Gunatilake
Research Assistant
Law & Society Trust
Colombo, Sri Lanka

RosaleaHamilton

Chief Executive Officer
Institute of Law & Economics(ILE)
Kingston, Jamaica

K.N. Harild

Associate Fellow

Centrefor Development Studies
Trivendrum, India

Anwarul Hoda

Professor

Indian Council for Research on
International Economic Relations
(ICRIER)

New Delhi, India

Basil Ilangakoon
Executive Vice Chairman

Marga Institute

Sri LankaCentrefor Devel opment
Studies

Colombo, Sri Lanka

Muyundalllilonga

Executive Secretary

Zambia Consumer Association
(ZACA)

Kitwe, Zambia

Bharat Jairg)

Legal Coordinator

Citizen Consumer & Civic Action
Group (CAG)

Chennai, India

Naveed Jamal

Senior Correspondent

Islamic Republic News Agency
(IRNA)

New Delhi, India
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40,

5L

VeenaJha

IndiaProgramme Coordinator
UNCTAD

New Delhi, India

K. Kannan

Principal Correspondent
TheHindu

New Delhi, India

SurendraU. Kanstiya
Company Secretary

Consumer Guidance Society of
India

Mumbai, India

ConsKaramata

Researcher

Labour Resource and Research
Institute (LARRI)

Windhoek, Namibia

FlorenceKata
ExecutiveDirector
UgandaExport Promotion Board
Kampala, Uganda

B.K.Keayla

National Working Group on Patent
Laws

New Delhi, India

NidaKhanam

Coordinator HR

Indian Society of Agribusiness
Professionals

New Delhi, India

FahmidaA. Khatun
Research Fellow
Centrefor Policy Dial ogue
Dhaka, Bangladesh

NeergaKulkarni
UNDP
New Delhi, India

6L

Parashar Kulkarni

Trainee Economist

CUTS Centrefor International
Trade, Economics & Environment
Jaipur, India

Arvind Kumar

Additional Economic Advisor
Ministry of Commerce & Industry
Government of India

New Delhi, India

Nagesh Kumar

Director General

Research and Information System
for the Non-Aligned and other
Developing Countries (RIS)

New Delhi, India

Pranav Kumar

Economist

CUTS Centrefor International
Trade, Economics & Environment
Jaipur, India

VeerendraKumar
Correspondent
Amar Ujda
Daryaganj, India

Jean-PierreLehmann
Chairman, Evian Group
Professor, IMD
Lausanne, Switzerland

Fernando Lichucha

Director

University Eduardo Mundlane
Faculdade de Economia
Maputo, Mozambique

DavidF. Luke

Trade, Debt & Globalisation
Advisor

Southern Africa Sub-Regional
Resource Facility (SURF)
UNDP

Pretoria, South Africa
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70.

71

BedeLyimo

Assistant Director

Ministry of Industry and Trade
Government of the United Republic
of Tanzania

Dar es Salaam, Tanzania

Mirette F. Mabrouk
Publishing Director
IBA MediaGroup
Cairo, Egypt

Chebet Maikut

President
UgandaNational Farmers
Federation

Kampala, Uganda

David Maina

Nairobi Programme Coordinator
CUTS-CITEE Nairobi Resource
Centre

Nairobi, Kenya

ManuT. U.

Consumer Rights, Education and
Awareness Trust

Bangalore, India

Prince Mashele

Researcher

Ingtitutefor Global Dialogue
Johannesburg, South Africa

Arvind Mayaram

Director

The HCM Ragjasthan State Institute
of Public Administration

Jaipur, India

Pradeep S. Mehta
Secretary General
CUTSInternational
Jaipur, India

S.N. Menon
Specia Secretary
Ministry of Commerce & Industry

74,

76.

8L

Department of Commerce
Government of India
New Delhi, India

Nkweto Humphrey Mfula
ZambiaDaily Mail
Lusaka, Zambia

Barun S. Mitra

Julian Simon Centre, Liberty
Institute

New Delhi, India

Rajeet Mitter

Joint Secretary

Ministry of Commerce and Industry
Department of Commerce
Government of India

New Delhi, India

Laxmi NarainModi
Executive Director

Animal RightsInternational
New Delhi, India

Kibre Moges

Senior Researcher

Trade and Industry Division
Ethiopian Economic Association /
Ethiopian Economic Policy
Research Institute

Addis Ababa, Ethiopia

Baatlhodi Molatlhegi
Molatlhegi & Associates
Gaborone, Botswana

DianaMontero Mdlis

Researcher

CUTS Centrefor International
Trade, Economics & Environment
Jaipur, India

NityaNanda

Economist

CUTS Centrefor Competition,
Investment & Economic Regulation
Jaipur, India
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82.

M. R. Narayana

Professor & Head
EconomicsUnit

Institutefor Social and Economic
Change

Bangalore, India

SailendraNarain
Chairman

Centrefor SME Growth &
Development Finance
Mumbai, India

AmritaNarlikar

Lecturer inInternational Relations,
University of Exeter

Research Fellow, University of
Oxford

United Kingdom

John A. Ochola

Programme Officer

I nstitute of Economic Affairs
Nairobi, Kenya

Judith Odipo

External Trade Development Officer
Department of External Trade
Ministry of Trade and Industry
Government of Kenya

Nairobi, Kenya

E. OlawaeOgunkola
Department of Economics
University of Ibadan
Ibadan, Nigeria

Nixon Omondi Olare

Chief Executive

Consumer Information Network
(CIN)

Mombasa, Kenya

Maxine Olson

Resident Representative
UNDP

New Delhi, India

oL

7.

Manoj Pant

Professor

Department of Economics
School of International Studies
Jawaharlal Nehru University
New Delhi, India

Reshma Peerun-Fatehmamode
Department of Economics &
Statistics

University of Mauritius
Reduit, Mauritius

Wajid Syed H. Pirzada
Director

Roots Pakistan
Islamabad, Pakistan

Jagjit Plahe

Research Fellow
Department of Management
Monash University
Victoria, Austraia

Dhiraj Pokhrel
Programme Coordinator
L eadersNepal
Kathmandu, Nepal

Shrestha Man Prachanda

Joint Secretary

Ministry of Industry, Commerce and
Supplies

HisMajesty’s Government
Kathmandu, Nepal

Shishir Priyadarshi

Senior Counsellor

World Trade Organisation
Development and Research
Division

Geneva, Switzerland

Lakshmi Puri

Director (Trade Division)
UNCTAD

Geneva, Switzerland
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98. PurnimaPurohit
Junior Research Fellow
CUTS Centrefor International
Trade, Economics& Environment
Jaipur, India

0. AtigA. Rahman
ExecutiveDirector
Bangladesh Centre for Advanced
Studies
Dhaka, Bangladesh

100. Atiur Rahman
Senior Research Fellow
Bangladesh Ingtitute of
Development Studies
Dhaka, Bangladesh

101. AnuradhaK. Rajivan
Programme Co-ordinator
AsiaPacific RHDR Initiative (APRI)
Human Devel opment Resource
Centre UNDP
New Delhi, India

102. K. A. Azad Rana
Deputy Director-Genera
World Trade Organisation
Geneva, Switzerland

103. Prabhash Ranjan
Trade Law Researcher
CUTS Centrefor International
Trade, Economics& Environment
Jaipur, India

104. Arun Raste
Director
International Resourcesfor Fairer
Trade (IRFT)
Mumbai, India

105. Alok Ray
Professor of Economics
Indian Institute of Management
Calcutta, India

106. D. Narasimha Reddy
Centrefor Resource Education
Hyderabad, India

107. KimeraHenry Richard
Chief Executive
Consumer Education Trust of
Uganda(CONSENT)
Kampala, Uganda

108. Pecili Rokotuivuna
Pacific Concerns Resource Centre
Suva, Fiji

109. Muhammad Saeed
Editor
TheWorld Trade Review
Islamabad, Pakistan

110. K.S. Sgjeev
L usakaProgramme Officer
CUTS AfricaResource Centre
Lusaka, Zambia

111. Gopi K. Sedhian
Program Coordinator
PROPUBLIC
Kathmandu, Nepal

112. Amiti Sen
Senior Correspondent
TheFinancial Express
New Delhi, India

113, Julius Sen
Consultant
London School of Economics &
Political Science
London, United Kingdom

114. Nabinananda Sen
Reader
Department of Business
Management
University of Calcutta
Cdlcutta, India
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115. Arjun Sengupta
Chairman
Centrefor Development & Human
Rights
New Delhi, India

116. Dipankar Sengupta
Centre de Sciences Humaines
New Delhi, India

117. Hemant Kumar Shah
Professor
Department of Economics
H. K. ArtsCollege
Ahmedabad, India

118. Magda Shahin
Ambassador of Egypt
Embassy of Egypt to Greece
Athens, Greece

119. Anil Sharma
Principal Economist
National Council of Applied
Economic Research (NCAER)
New Delhi, India

120. Ashok B. Sharma
Financial Express
Specia Correspondent
New Delhi, India

121. Bhaskar Sharma
Programme Officer
South Asia Watch on Trade,
Economics & Environment
(SAWTEE)
Kathmandu, Nepal

122. Mool chand Sharma
National Law Institute University
(NLIV)
Bhopal, India

123. Pradeep Sharma
Assistant Resident Representative
UNDP
New Delhi, India

124, SavitaSharma
Centrefor Community Economics
and Development Consultants
Society (CECOEDECON)
Jaipur, India

125, Vishd Sharma
Programme Officer
CUTSDéehi Resource Centre
New Ddhi, India

126. Aparna Shivpuri
Research Assistant
CUTS Centrefor International
Trade, Economics & Environment
Jaipur, India

127. Deepshikha Sikarwar
Business Correspondent
The Press Trust of India
New Delhi, India

128. Ajay Singh
Assistant Editor
Indian Agribusiness Systems
New Delhi, India

129. Anil K. Singh
Chief Executive
Network of Entrepreneurship &
Economic Development (NEED)
Lucknow, India

130. Joginder Singh
Department of Economics
Punjab Agricultural University
Ludhiana, India

131. N. K. Singh
Member
Planning Commission of India
Government of India
New Delhi, India

#2H X CUTS

From Cancun to SGo Paulo « 253



132. Shanker Man Singh
Director, RashtriyaBanijyaBank
Executive Secretary, Nepal Chamber
of Commerce
Kathmandu, Nepal

133. Vijay Singh
Public Affairs Officer
CUTSDelhi Resource Centre
New Delhi, India

134. Farooq Sobhan
President
Bangladesh Enterprise Institute
Dhaka, Bangladesh

135. Abhishek Srivastava
Secretary Genera
Indian National Consumers
Federation (INCF)
Lucknow, India

136. Jayati Srivastava
Fellow
Nehru Memorial Museum and
Library
Jawaharla Nehru University
New Delhi, India

137. J.C. Srivastava
Regional Advisor
Indian Merchants Chamber
New Delhi, India

138. Ma colm Subhan
ViceChairman
European Ingtitute for Asian
Studies
Brussels, Belgium

139. B.V.R. Subrahmanyam
Director
Ministry of Commerce & Industry
Department of Commerce
Government of India
New Delhi, India

140. Sudaryatmo
Public Interest Lawyer
Yayasan Lembaga K onsumen
Indonesia(YLKI)
Indonesian Consumer Organisation
Jakarta, Indonesia

141. Abid Suleri
Head of Programme
Oxfam GB inPakistan
Islamabad, Pakistan

142. Chubashini Suntharalingam
Federation of Malaysian
Consumers Association (FOMCA)
KualaLumpur, Maaysia

143. Viriato Tamde
Economic Justice Coalition
Maputo, Mozambique

144. Nguyen Xuan Thanh
Associate Director for Policy
Research and Lecturer in Public
Policy
Acting Dean, Fulbright Economics
Teaching Program
Vo Thi Sau, Vietnam

145, Kunwar Pradeep Thukral
Chief Reporter
International News Agency
New Delhi, India

146. Davide Vazzari
Italian Embassy
New Delhi, India

147. M.C. Verma
Advisor
Centrefor Research, Planning &
Action
New Delhi, India
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148. Samar Verma
Policy Advisor
OxfamGB inIndia
New Delhi, India

149. Gautam VVohra
President
TheNGO Club
Development Research & Action
Group (DRAG)
New Delhi, India

150. Arif Waqif
Professor and Dean
School of Management Studies
Hyderabad, India

151. Gamini Wickramasinghe
Research Coordinator
Development Studies Institute,
University of Colombo (DSIUC)
Colombo, Sri Lanka

152. Emily Woodroofe
London Administrative Assistant
CUTSLondon Resource Centre
London, United Kingdom

153. Zhang Xiuying
Chief Assistant
LosAngeles Times,
Shanghai Bureau
Shanghai, PR China

Full coordinates are available on request from citee@cuts-international .org.
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ANNEX-VI|
Pictures of the Seminar

Inaugural Session:
Colin Ball
(Commonwealth
Foundation),
K.A. Azad Rana
(WTO),
Magda Shahin
(Egyptian
Ambassador), and
N.K. Singh
(Planning
Commission, India) [
|:> Ll BA

st

Inaugural Session: S.N. Menon @ Lightning the Lamp: Lakshmi Puri 4}
(Ministry of Commerce, India) (UNCTAD)

Cultural
Programme: Folk
Dancers from
Assam, a state in
north-east India

@
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Pradeep S. Mehta (CUTS International) 4 N.K. Singh (Planning Commission, India)
and K.A. Azad Rana (WTO) and Arjun Sengupta (Centre for
Development and Human Rights, India)

Atig A. Rahman (Bangladesh Centre for
Advanced Studies), Julius Sen (LSE, UK)
and Farooq Sobhan (BEI, Bangladesh)

a

Jagjit Plahe (Monash University,
Australia) and Savitri Bisnath
(South Centre, Geneva)

Plenary I:

S.N. Menon (Ministry of
Commerce, India), Amrita
Narlikar (University of
Exeter, UK), Anwarul
Hoda (ICRIER), Maxine
Olson (UNDP), John
Ochola (Institute of
Economic Affairs, Kenya)
and Debapriya
Bhattacharya (CPD,
Bangladesh)

&
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The Role of Civil Soclety in the

International Trading System
&

Workshop I: Huma Fakhar (Fakhar Law International, Pakistan), Malcolm Subhan oy
(EIAS, Brussels), Sudaryatmo (Indonesian Consumers Association) and Fahmida A.
Khatun (CPD, Bangladesh)
David F. Luke
(UNDP) and Peter
Draper (SAIIA)
&

Seminar Participants 4
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Alra - Asian Civil Soe sty Saminar

Frem Cancun to $io Paulo
The Role of Civil Society In the
International Trading Syster

-5 Apil 2008, Hew Dol

Plenary I11: Rosalea Hamilton (ILE, Jamaica), Pradeep S. Mehta (CUTS International),
Suman Bery (NCAER, India), Veena Jha (UNCTAD) and David F. Luke (UNDP)

Plenary 11: Shishir Priyadarshi (WTO) 4 Plenary |l: Jean-Pierre Lehmann y
(IMD, Switzerland)

Abro- Asken Cihal laty Baminer
From Cancan to S8o Paulo
The Role of Civil Society in the
international Trading System

Plenary IV: Nagesh Kumar (RIS), Abid Suleri (Oxfam GB, Pakistan), Sanjaya Baru 4}
(Financial Express, India), Veena Jha (UNCTAD), Davis Ddamulira (SEATINI, Uganda)

#Zd X CUTS From Cancdn to Sio Paulo « 259



A long-shot
view of the
participants

Afro- Aglan Civil Soclety Saminar
From Cancin to Sdo Paulo:
The Role of Civil Society In the
International Trading System

i ndis

Workshop I1: Navin Dahal (SAWTEE), Shuaihua Cheng (Shanghai Development
Research Center, China), Chebet Maikut (Uganda National Farmers Federation),
Mirette F. Mabrouk (IBA Media Group, Egypt)

Judith Odipo
(Department of
External Trade,
Kenya) and
Chubashini
Suntharalingam
(FOMCA, Malaysia)
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Closing Session:
Peter Draper
(SAIIA),
Pradeep S.
Mehta

(CUTS
International),
Rajeet

Mitter
(Ministry of
Commerce,
India) and
Julius Sen
(LSE, UK) . 3 -

= i d |

EETE ]-Iltﬂrnat'ic Press Conference:

B e e fcrriers Bipul Chatterjee
(CUTS-CITEE),
Rajan R. Gandhi
(CUTS Delhi
Resource Centre),
Pradeep S. Mehta
(CUTS
International)

a

From Cancan to Sdo Paulo:
The Role of Civil Society in the
= ntonateart T-a7.g oy

CUTS International Staff: Pradeep S. Mehta, Julius Sen, Emily Woodroofe, Pranav Kumar, Ty
Parashar Kulkarni, Bipul Chatterjee, Purnima Purohit, Vijay Singh, Urvashi Gulati, Prabhash
Ranjan, Kalyani Ghosh, S. Banerjee, David Maina, Rajan R. Gandhi, Aparna Shivpuri, Nitya
Nanda, Diana Montero Melis and K.S. Sajeev.
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ANNEX-VIII
CUTS-CITEE Publications

STUDIES

1

Policy Shiftin Indian Economy

A survey on the public perceptions of the New Economic Policy in the states of
Maharashtra, Ragjasthan, Tamil Nadu and West Bengal in India conducted during
June/July 1995 and recommendations to the government which were discussed at
the above mentioned I ndia-Nepal Training Seminar.

(100pp, #9512, Rs.100/USH25)

Policy Shift in Nepal Economy

A survey on the public perceptions of New Economic Policy in Nepal conducted
during June/July 1995 and recommendations to the government which were
discussed at the above mentioned India-Nepal Training Seminar.

(80pp, #9513, Rs.30/USH15)

Environmental Conditionsin I nternational Trade

A study on the impact on India's exports in the area of Textiles and Garments
including Carpets, Leather and Leather Goods, Agricultural and Food Products
including Teaand Packaging, for the Central Pollution Control Board, Ministry of
Environment & Forests, Government of India.

(39pp, #9508, Rs.200/US$50)

Costson Consumer sdueto Non-Co-operation Among SAARC Countries
A study by noted scholars on the costs on consumers of the countries in South
Asia due to economic non-co-operation among them. (#9605, Rs.50/US$25)

Tariff Escalation — A Tax on Sustainability

The study finds that the existence of escalating tariff structure, particularly in
developed countries, resultsin “third-best” allocation of resources. It also harms
both environment and devel opment, and crucially the balance of trade.
(Rs.100/US$25, 1SBN 81-87222-00-X)

Trade, L abour, Global Competition and the Social Clause

The socia clause issue has remained one of the most heated areas of international
debate for anumber of years. The study saysthat the quality of that debate has not
met its volume and thereal issues underlying the issue have rarely been analysed
as awhole. It attempts to string the various debates together.

(Rs.100/USH25) 1SBN 81-87222-01-8
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7. TRIPs Biotechnology and Global Competition
The study shows, with some evidence, that the provisionsin the TRIPs agreement
concerning biotechnology are of great concernto thedevelopingworld. According
tothe new GATT agreement, al bio-technology products may be patented. Nearly
80 percent of all biotechnology patents are currently held by large multinationals.
(Rs.100/USH25, 1SBN 81-87222-02-6)

8. Eradicating Child Labour WhileSavingtheChild
In the scenario of a growing interest in banning child labour this research report
arguesthat trade restricting measures have every potential of eliminating the child
itself. Thereport provideslogical argumentsand a case study for those groupswho
are against the use of trade bansfor the solution of thissocial malaise. It also makes
certain recommendations for the effective solution of the problem.
(Rs.100/USH25, 1SBN 81-87222-23-9)

9. Non-tradeConcernsintheWTO Agreement on Agriculture
Thisresearch report written by Dr. Biswajit Dhar and Dr. Sachin Chaturvedi of the
Research and Information System for the Non-aligned and Other Developing
Countries, New Delhi, provides adetailed analysis of non-trade concerns, covering
the various dimensions indicated by the Agreement on Agriculture of the World
Trade Organisation. (Rs.50/US$10, ISBN 81-87222-30-1)

10. Liberalisation and Poverty: IsThereaVirtuousCircle?

Thisisthereport of aproject: “ Conditions Necessary for the Liberalisation of Trade
and Investment to Reduce Poverty”, which was carried out by the Consumer Unity
& Trust Society in association with the Indira Gandhi Institute for Development
Research, Mumbai; the Sustainable Development Policy Institute, |slamabad,
Pakistan; and the Centre for Policy Dial ogue, Dhaka, Bangladesh, with the support
of the Department for International Development, Government of the UK.
(Rs.100/USH25, 1SBN 81-87222-29-8)

11. Analysesof thelnteraction between Tradeand Competition Policy
Thisnot only providesinformation about the views of different countrieson various
issues being discussed at the working group on competition, but also informsthem
about the views of experts on competition concerns being discussed on the WTO
platform and the possible direction these discussions would take in near future. It
also contains an analyses on the country’s presentations by CUTS.
(Rs.100/USH25, ISBN 81-87222-33-6)

12. TheFunctioning of Patent M onopoly Rightsin Developing Economies:

InWhoselnterest?

Advocates of strong international protection for patents argue that developing
countries would gain from increased flows of trade, investment and technology
transfer. The paper questions this view by examining both the functioning of
patents in developing economies in the past and current structural trends in the
world economy in these areas. The historical research revealed no positive links
between astrong patent regime and FDI and technology transfer. Current trendsare
largely limited to exchanges amongst theindustrialised countries and to some extent,
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the newly industrialising countries. While increased North/South trade flows are
expected, negative consequences are possible.
(Rs.100/USH25, 1SBN 81-87222-36-0)

13. Negotiatingthe TRIPsAgreement:
India’ sExperienceand Some Domestic Palicy | ssues
This report shows particularities about the subject that distinguished the TRIPs
(Trade Related Aspects of Intellectual Property Rights) negotiations from other
agreements that make up the Uruguay Round results. It also analyses the way in
which the TRIPs Agreement was actually negotiated and handled.

Theauthor findsthat many of the lessonsthat can be drawn from India sexperience
with the TRIPs negotiations are the same as those that can be drawn from the
negotiations more generally and true for many other countries. It goes beyond a
narrow analysis of events relating strictly to the negotiations during the Uruguay
Round and |ooks at the negotiating context in which these negotiations took place.
The research findings draw |essons from what actually happened and suggest how
policy processes can be reformed and reorganised to address the negotiating
requirements in dealing with such issuesin the future.

(Rs.100/US$25, ISBN 81-87222-50-6)

14. Multilateral Environmental Agreements, Tradeand Development: | ssuesand Policy
OptionsConcer ning Complianceand Enfor cement
The latest report of CUTS on Multilateral Environmental Agreement, Trade and
Development, examinestherole of provisionsfor technology and financial transfer
as well as capacity building as an alternative to trade measures for improving
compliance and enforcement. It acquires specific significancein thelight of thefact
that the WTO members for the first time, in the trade body’s history, agreed to
negotiate on environmental issuesat the Fourth Ministerial Conference of theWTO
at Doha.

This study also examines pros and cons of Carrots and Sticks approaches, and
analyses incorporation of these approaches in three major MEAS, the Montreal
Protocol, The Convention on International Trade in Endangered Species of Wild
Faunaand Flora(CITES) and the Basal Convention, to find out which approach has
been more successful in ensuring enforcement and compliance.

A must read for different stakehol dersinvolved in this process, asthis study would
provide useful inputs towards trade and environment negotiations.
(Rs. 100/US$25, ISBN 81-87222-58-1)

15. Market AccessI mplicationsof SPSand TBT: Bangladesh Per spective
Asboth tariffsand other traditional trade barriers are being progressively lowered,
there are growing concerns about the fact that new technical non-tariff barriersare
taking their place, such as sanitary and phytosanitary measures (SPS) and technical
regulations and standards.

The poor countries have been denied market access on quite anumber of occasions
when they failed to comply with adeveloped country’s SPSor TBT requirementsor
both. The seriousness of this denial of market access is often not realised unless
their impact on exports, income and employment is quantified.
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In this paper, the author focuses on the findings of a 1998 case study into the
European Commission’s ban of fishery products from Bangladesh into the EU,
imposed in July 1997.

This research report intends to increase awareness in the North about the ground-
level situation in poor and developing countries. At the same time, it makes some
useful suggestions on how the concerns of L DCs can be addressed best within the
multilateral framework. The suggestions are equally applicable to the devel oping
countries. (Rs. 100/US$10, ISBN 81-87222-69-7)

16. Voluntary Self-regulation ver susM andatory L egislative Schemesfor

I mplementing L abour Standar ds

Since the early 1990s, globally there has been a proliferation of corporate codes
of conduct and an increased emphasis on corporate responsibility. The idea is
that companies voluntarily adopt codes of conduct to fulfil their social obligations
and although these companies are responsible only for a fraction of the total
labour force, they set the standards that can potentially lead to an overall
improvement in the working conditions of labour.

These voluntary approaches are seen as away forward in a situation where state
institutions are weakened with the rise to dominance of the policies of neo-
liberalism, and failure of the state-based and international regulatory initiatives.

Given this background, this paper examines how the failure of 1980s codes,
regulated by international bodies, resulted in the proliferation of corporate codes
of conduct and an increased emphasis on corporate socia responsibility.

This paper further tries to explore whether voluntary codes of conduct can
ensure workers' rights in a developing country like India.
(Rs.100/US$25, ISBN 81-87222-76-X)

17. Child Labour in South Asia: AreTrade Sanctionsthe Answer ?
South Asian Countries have the highest rates of child labour practicesintheworld.
As aresult of the advocacy by powerful political lobbying groups supported by
Europe and the US, the trade sanction approach to encounter the issue of child
labour has gained influence, since the nineties.

These sanctions were exercised to aleviate the problem of child labour by US
policy-makers and also by some countries in the EU. But, the question arises —
have the trade sanctions imposed by these countriesin any way helped eliminate
thisproblem? Thisresearch report of CUTS Centrefor International Trade, Economics
& Environment tries to address this question.

It has explored the impact of these trade sanctions and finds that these sanctions
resulted in the contradiction of the basic objective, i.e., elimination of child labour.
By banning the import of those goods in the production process of which child
labour was used wholly or partly, the developed countries have aggravated the
sufferingsof child labour and their families.

Besides highlighting the causes of child labour, the report makes some very useful
recommendations on how the issue of child labour can be addressed best at the
domestic aswell asinternational level.
(Rs.100/USH25, ISBN 81-87222-82-4)
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18.

19.

20.

TRIPsand Public Health: Ways Forward for South Asia

Trade Related Aspects of Intellectual Property Rights — or TRIPs— has always
been one of the most contentious issues in the WTO. Several studies have been
conducted onthe political economy of TRIPSvis-a-visWTO, the outcome of which
arecrucial to the policymakers of the devel oping economies more than thosein the
rich countries. Increasing realisation of the poor countries' suffering at the hands
of the patent holders is yet another cause of worry in the developing and poor
countries.

This research document tries to find an answer to one specific question: what
genuine choices do policymakers in South Asian developing nations now have,
more so after the linkage between the trade regime and pharmaceuticals? Starting
with abrief overview of the key features of the corporate model of pharmaceuticals,
the paper provides some insight into the challenges faced by the governmentsin
South Asian countries. The aim isto anchor the present discussion of public health
and the impact of TRIPsin the socio-cultural environment of thisregion.
(Rs.100/US$25, ISBN 81-87222-83-2)

Putting our Fearson the Table: Analyses of the Proposals on | nvestment and
Competition Agreementsat theWTO

“Let them put their fears on the table and that should guide the negotiations.” The
UNCTAD Secretary General, Rubens Ricupero, made this comment just after the
Dohaministerial meeting of the WTO held in November, 2001.

He was referring to India's stand at Doha on the ‘ Singapore issues’ and arguing
that it was pointlessin just opposing the ‘new’ issues at the WTO without putting
forward constructive arguments.

“Putting our Fears on the Table” is the title of arecently published report of the
CUTS Centrefor International Trade, Economics& Environment. It providesanalyses
of the proposals on investment and competition agreementsat the WTO, especially
in the areas taken up and/or proposed at Doha for possible future negotiations.

This volume is a product of comprehensive research and dialogue of leading
international experts, practitioners and other stakeholders. It will really help
developing countries to comprehend and deal with theissuesin the WTO context.
(Rs.300 for India/US$25 for OECD Countries’US$15 for other, ISBN 81-87222-
84-0)

BridgingtheDifferences. Analysesof Fivelssuesof theWTO Agenda
Thisbook isaproduct of the project, EU-IndiaNetwork on Trade and Devel opment
(EINTAD), launched about ayear back at Brussels. CUTSand University of Sussex
are the lead partnersin this project, implemented with financial support from the
European Commission (EC). The CUTS-Sussex University study has been jointly
edited by Prof. L. Alan Winters of the University of Sussex and Pradeep S. Mehta,
Secretary-General of CUTS, India.

The five issues discussed in the book are Investment, Competition Policy, Anti-
dumping, Textiles & Clothing, and Movement of Natural Persons. Each of these
papers has been co-authored by eminent researchers from Europe and India.
(Rs.350/USH50, 1SBN 81-87222-92-1)
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21. Dealingwith Protectionist Standard Setting: Effectivenessof WTO Agreements
on TBT and SPS
Sanitary and Phytosanitary Safeguards (SPS) and Technical Barriersto Trade (TBT)
Agreements — enshrined in the WTO — are meant to keep undesirable trade
practices at bay. These Agreements try to ensure adherence to standards,
certification and testing procedures, apart from technical protection to the people,
by countries while trading in the international arena.

This research report is a sincere attempt to fathom the relevance of SPSand TBT
Agreements, their necessity inthe present global economic scenario and, of course,
thedevel opment of caselaw related to the Agreements, along with abrief description
of the impact of this case law on developing countries.

(Rs.100/USH25, 1SBN 81-87222-68-9)

22. Competitivenessof Service Sectorsin South Asia; Roleand | mplicationsof GATS
Thisresearch report attemptsto emphasi se on therel evance of GATSfor developing
economies, particularly in South Asia. It also examines the potential gains from
trade liberalisationin services, with aspecific focus on hospital services, and raises
legitimate concerns about increases in exports affecting adversely the domestic
availability of such services. It highlights how the ongoing GATS negotiations can
be used to generate a stronger liberalising momentum in the health sector.
(Rs.100/USH25, |SBN 81-8257-000-X)

23. Capacity Buildingon InfrastructureRegulatory | ssues
Theroleof civil society iscritical in shaping regulatory capacity. It helpsin resource
mobilisation and experience sharing, which in turn, helps regulatory agencies to
formastrong platform from wherethey can build further. Thisdocument isintended
to kick-start debate among the stakeholders — Government, regulatory bodies and
civil society —to catalyse an appropriate regulatory environment in India.
(Rs.100/USH50, ISBN 81-8257-020-4)

24, Demystifying Agriculture Market Access Formula: A Developing Country
Perspective After Cancun Setback
At the Canclin meeting, adraft ministeria text on agriculture emerged, known asthe
Derbez Text. It wasnot surprising that at Canciin the WTO membersfailed to accept
aministerial text on agriculture. The Derbez Text had made the framework very
complex, which the paper, “ Demystifying Agriculture Market Access Formuld’ tries
to demystify. (#0417, Rs. 100/US$25, | SBN 81-8257-033-6)

25. Trade-Labour Debate; The Stateof Affairs
The purpose of the study is not to rehearse the never-ending story on the pros and
consof thetrade-labour linkage. It not only seeksto assessthe current and possible
future direction of the debate from the developing countries’ perspective. It is
hoped that this approach will provide developing countries with concrete policy
suggestions in terms of the way forward.
(#0410, Rs. 100/US$25, I1SBN81-8257-025-5)
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26. Liberalising Tradein Environmental Goodsand Services: In Search of ‘WMn-Win-

Win' Outcomes

Trade in environmental goods and services has assumed a centre-stage position.
Theexcellent analysis of thisissueinvolved in environmental trade concludeswith
soundly reasoned policy recommendations which show the direction that future
negotiations must take if the originally envisaged ‘win-win-win’ situation isto be
achieved. (#0402,Rs. 100/US$25, |1SBN 81-8257-019-0)

DISCUSSION PAPERS

1

Existing I nequitiesin Trade- A ChallengetoGATT
A much appreciated paper written by Pradeep S Mehta and presented at the GATT
Symposium on Trade, Environment & Sustainable Development, Geneva, 10-11
June, 1994 which highlights the inconsistenciesin the contentious debates around
trade and environment. (10pp, #9406, Rs 30/US$5)

Multilater alisation of Sovereignty: Proposalsfor Multilateral Frameworksfor
I nvestment

The paper written by Pradeep S Mehta and Raghav Narsalay analyses the past,
present and future of investment liberalisation and regulation. It also contains an
alternative draft, International Agreement on Investment. (#9807, Rs.100/US$25)

Ratchetting M arket Access

Bipul Chatterjee and Raghav Narsalay analysetheimpact of the GATT Agreements
on developing countries. The analyses takes stock of what has happened at the
WTO until now, and flags issues for comments. (#9810, Rs.100/US$25)

Domestically Prohibited Goods, Tradein Toxic Wasteand Technology Transfer:
| ssuesand Developments

This study by CUTS Centre for International Trade, Economics & Environment
attempts to highlight concerns about the industrialised countries exporting
domestically prohibited goods (DPGs) and technol ogiesto the devel oping countries
that are not capable of disposing off these substances safely, and protecting their
people from health and environmental hazards. (1SBN 81-87222-40-9)

EVENT REPORTS

1

Challengesin I mplementinga Competition Policy and L aw: An Agendafor Action
Thisreport isan outcome of the symposium held in Genevaon “ Competition Policy
and Consumer Interest in the Global Economy” on 12-13 October, 2001. The one-
and-a-half-day event was organised by CUTS and supported by the International
Development Research Centre (IDRC), Canada. The symposium was addressed by
international experts and practitioners representing different stakeholder groups
viz. consumer organisations, NGOs, media, academia, etc. and the audience comprised
of participants from all over the world, including representatives of Genevatrade
missions, UNCTAD, WTO, EC, etc. This publication will assist people in
understanding the domestic as well as international challenges in respect of
competition law and policy. (48pp, #0202, Rs.100/US$25)
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2.

Analysesof thel nteraction between Tradeand Competition Policy

Thisnot only providesinformation about the views of different countrieson various
issues being discussed at the working group on competition, but also informsthem
about the views of experts on competition concerns being discussed on the WTO
platform and the possible direction these discussions would take place in near
future. It also contains an analyses on the country’s presentations by CUTS.
(Rs.100/USH25, 1SBN 81-87222-33-6)

MONOGRAPHS

1

Roleand the I mpact of Advertisingin Promoting Sustainable Consumptionin
India

Economicliberdisationin Indiawitnessed thearrival of marketing and advertisement
gimmicks, which had not existed before. This monograph traces the the impact of
advertising on consumption in India since 1991. (25pp, #9803, Rs.50/US$10)

Social Clauseasan Element of theWTO Process

The central question is whether poor labour standards result in comparative
advantage for a country or not. The document analyses the political economy of
the debate on trade and labour standards. (14pp, #9804, Rs.50/US$10)

IsTradeLiberalisation SustainableOver Time?

Economic policy is not an easy area for either the laity or social activist to
comprehend. To understand the process of reforms, Dr. Kalyan Raipuria, Adviser,
Ministry of Commerce, Government of India, wroteareader-friendly guideby using
guestion-answer format. (29pp, #9805, Rs. 50/US$10)

Impact of the Economic Reformsin Indiaon the Poor

The question iswhether benefits of the reforms are reaching the poor or not. This
study aims to draw attention to this factor by taking into account inter-state
investment pattern, employment and income generation, the social and human
development indicators, the state of specific poverty aleviation programmes as
well astheimpact on the poor in sel ected occupationswhere they are concentrated.
(15pp, #9806, Rs. 50/US$10)

Regulation: Why and How

From consumer’sviewpoint, marketsand regul atorsare complementary instruments.
Therole of the latter isto compensate in some way the failings of the former. The
goal of thismonograph isto provide ageneral picture of thewhy’sof regulationin
amarket economy. (34pp, #9814, Rs.50/US$10)

Snapshotsfrom the Sustainability Route— A SampleProfilefrom India
Consumptionisan indicator of both economic development and also social habits.
The disparity in consumption pattern has always been explained in the context of
therural urban dividein India. The monograph analysesthe consumption patter of
Indiafrom the point of view of the global trend towards sustai nable consumption.
(16pp, #9903, Rs.50/US$10)
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10.

11.

12.

Consumer Protection inthe Global Economy

Thismonograph outlinesthe goals of aconsumer protection policy and also speaks
about the interaction between consumer protection laws and competition laws. It
also highlights the new dimensions about delivering consumer redress in a
globalising world economy, which raisesjurisdictional issuesand the sheer size of
the market. (38pp, #0101, Rs.50/US$10).

Globalisation and I ndia—Mythsand Realities

This monograph is an attempt to examine the myths and realities so as to address
some common fallacies about globalisation and raise peoples awareness on the
potential benefits globalisation has to offer. (40pp, #0105, Rs.50/US$10)

ABC of theWTO

Thismonograph isabout the World Trade Organi sation (WTO) which hasbecome
the tool for globalisation. This monograph is an attempt to inform the layperson
about the WTO in a simple question-answer format. It isthefirst in our series of
monographs covering WTO-related issuesand their implicationsfor India. Itsaim
isto create an informed society through better public knowledge, and thus enhance
transparency and accountability in the system of economic governance.

(36pp, #0213, Rs.50/US$10)

ABCof FDI

FDI — aterm heard by many but understood by few. In the present times of
liberalisation and integration of world economy, the phenomenon of Foreign Direct
Investment or FDI israpidly becoming a favourite jargon, though without much
knowledge about it. That iswhy CUTSdecided to come out with ahandy, yet easy-
to-afford monograph, dwelling upon the how'sand why’sof FDI. Thismonograph
isthird inthe series of “ Globalisation and India— Myths and Realities’, launched
by CUTS in September 2001. “How is FDI defined?’ “What does it constitute?’
“Does it increase jobs, exports and economic growth?’ Or, “Does it drive out
domestic investment or enhanceit?’ are only some of the topicsaddressedtoin a
lay man’s language in this monograph. (48pp, #0306, Rs.50/US$10)

WTO Agreement on Agriculture: Frequently Asked Questions

Asabefitting reply to the overwhelming responseto our earlier three monographs,
we decided to come out with amonograph on WTO Agreement on Agricultureina
simple Q&A format. This is the fourth one in our series of monographs on
Globalisation and India — Myths and Realities, started in September 2001.

Thismonograph of CUTS Centrefor International Trade, Economics& Environment
(CUTS-CITEE) ismeant to inform peopl e on the basics of the WTO Agreement on
Agriculture and itslikely impact on India. (48pp, #0314, Rs.50/US$10)

Globalisation, Economic Liberalisation and the Indian Informal Sector — A
Roadmap for Advocacy

Indiahad embarked upon the path of economicliberaisationintheearly ninetiesin
a major way. The process of economic liberalisation and the pursuit of market-
driven economic policiesare having asignificant impact to the economic landscape
of the country. The striking characteristic of this process has been a constant shift
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in therole of the state in economic activities. The role of the stateis undergoing a
paradigm shift from being a producer to a regulator and a facilitator. A constant
removal of restrictions on economic activitiesand fostering private participationis
becoming the order of the day.

Keeping theseissuesin mind, CUTS with the support of Oxfam GB in India, had
undertaken aproject on globalisation and the Indian Informal sector. The selected
sectors were non-timber forest products, handloom and handicraft. The rationale
was based on the premise that globalisation and economic liberalisation can result
in potential gains, even for the poor, but there is the need for safety measures as
well. Thisismainly because unhindered globalisation can lead to lopsided growth,
where some sectors may prosper, leaving the vulnerable ones lagging behind.
(ISBN 81-8257-017-4)

13. ABCof TRIPs

Thisbooklet intendsto explainin asimplelanguage, the Trade-Related Intellectual
Property Rights Agreement (TRIPs), which came along with the WTO in 1995.
TRIPs deals with patents, copyrights, trademarks, Gls, etc. and countinues to be
one of the most controversial issues in the international trading system. The
agreement makes the protection of 1PRs a fundamental part of the WTO. This
monograph gives a brief history of the agreement and addresses important issues
such as life patenting, traditional knowledge and transfer of technology among
others. (38pp, Rs. 50/US$10, #0407) ISBN 81-8257-026-3

14. TradePolicy Makingin India—Thereality below the water line
This paper discusses and concludestheissues, in broad terms, that Indiastruggles
with trade policy making, essentially because domestic and international thinking
on development and economic growth isseriously out of alignment, and that there
are few immediate prospects of this changing, for a variety of entirely domestic
political reasons. (#0415, Rs. 100/US$10, | SBN 81-8257-031-X)

15. ABCof GATS
Theaim of the GATS agreement isto gradually remove barriersto tradein services
and open up services to international competition. This monograph is an attempt
to educate the reader with the basic issues concerning trade in services, as under
GATS. Theaim of thismonographisto explainin simplelanguagethe structureand
implications of the GATS agreement, especially for developing countries.
(#0416, Rs. 50/US$10, ISBN 81-8257-032-8)

16. WTO Agreement on Textilesand Clothing—Frequently Asked Questions
This monograph attempts to address some of the basic questions and concerns
relating to hetextilesand clothing. Theaimisto equip thereader to understand the
fundamentals of and underlying issues pertaining to trade in textiles and clothing.
(#0419, Rs. 50/US$10, ISBN 81-8257-035-2)
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GUIDES

1. UnpackingtheGATT
This book provides an easy guide to the main aspects of the Uruguay Round
agreementsin away that isunderstandablefor non-trade experts, and also contains
enough detail to make it aworking document for academics and activists.
(US$5, Rs.60)

2. Consumer Agendaand theWTO — An Indian Viewpoint
Analysesof strategic and WTO-rel ated i ssues under two broad heads, international
agenda and domestic agenda.
(#9907)

NEWS_ETTERS

Economiquity
A quarterly newsletter of the CUTS Centrefor International Trade, Economics &
Environment for private circulation among interested persons/networks.
Contributionsarewelcome: Rs.100/US$20 p.a.

ReguL etter
A Quarterly Newsletter covering devel opmentsrelating to competition policy and
economic regulations. The purpose of this newsletter is to provide a forum, in
particular to civil society, to understand the issues clearly and promote a healthy
competition cultureintheworld.
Contributionsarewelcome: Rs.150/US$30 p.a.

BRIEFING PAPERS

Our Briefing Papersinform thelayperson and raiseissuesfor further debate. These have
been written by several persons, with commentsfrom others. Re-publication, circulation
etc. are encouraged for wider education.

Contributionstowards postage (Rs.20/US$5) are welcome.

1995

GATT, Patent Lawsand Implicationsfor India

Social Clauseinthe GATT - A Boon or Banefor India

Greening Consumer Choice?- Environmental L abelling and the Consumer
Trade & Environment: the Inequitable Connection

Anti-Dumping Measuresunder GATT and Indian Law

Rational Drug Policy in South Asia- The Way Ahead

No Patentson Life Forms!

Legidative Reformsin aLiberalising Economy

ONo O~ WDNE

1996
1 TheFreezing Effect - Lack of Coherenceinthe New World Trade Order
2. Competition Policy inaGlobalising and Liberalising World Economy
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3. Curbing Inflation and Rising Prices- The Need for Price Monitoring

4. Globalising Liberalisation Without Regulations! - Or, How to Regulate Foreign
Investment and TNCs

5. TheCircleof Poison - Unholy Tradein Domestically Prohibited Goods

6. Swim Together or Sink —Costs of Economic Non-Co-operationin South Asia(revised
in Sept. 1998)

7. Carrying the SAARC Flag-Moving towards Regional Economic Co-operation
(Revisedin Oct. 1998)

8. DPGs, Toxic Waste and Dirty Industries— Partnersin Flight

9. WTO: Beyond Singapore - The Need for Equity and Coherence

1997

1 The Uruguay Round, and Going Beyond Singapore

2. Non-Tariff Barriersor Disguised Protectionism

3. Anti-Dumping Under the GATT - The Need for Vigilance by Exporters

4. Subsidies & Countervailing Measures

5. Textiles& Clothing - Who Gains, Who Loses and Why?

6. TradeinAgriculture— Quest for Equality

7. Tradein Services-Cul de Sac or the Road Ahead!

8 TRIPsand Pharmaceuticals: Implicationsfor India

9. Movement of Natural Persons Under GATS: Problems and Prospects

1998

1 TRIPs, Biotechnology and Global Competition

2 Tariff Escalation— A Tax on Sustainability

3. TradelLiberalisation, Market Accessand Non-tariff Barriers

4. Trade, Labour, Globa Competition and the Social Clause

5. TradeLiberalisation and Food Security

1999

1 TheLinkages: Will it Escalate?

2. Tradeand Environment — An Agendafor Developing Countries

3. Dispute Settlement at WTO — From Politicsto Legality?

4. TRIPsand Biodiversity

5. Eradicating Child Labour While Saving the Child — Who Will Pay the Costs?

6. Overdue Reformsin European Agriculture— Implicationsfor Southern Consumers

7. Liberalisation and Poverty: IsThereaVirtuous Circlefor India?

8. TheNon-trade Concernsin the WTO Agreement on Agriculture

9. Negotiating History of the Uruguay Round

10. Professional Servicesunder the GATS— Implication for the Accountancy Sector in
India

2000

1 Implementation of the WTO Agreements: Coping with the Problems

2. Tradeand Environment: Seattle and Beyond

3. Seattleand the Smaller Countries

4. Dispute Settlement under the GATT/WTO: The Experience of Developing Nations

5. Competition Regimein India: What is Required?

#Zd X CUTS From Cancun to Sio Paulo « 273



6. Biosafety Protocol: Sweet ‘N’ Sour

7. Process and Production Methods (PPMs) — Implications for Developing Countries

8. Globalisation: Enhancing Competition or Creating Monopolies?

9. Trade, Competition & Multilateral Competition Policy

10. The Functioning of Patent Monopoly Rights in Developing Countries: In Whose
Interest?

2001

Trade and Sustainable Development: An Outline of a Southern Agenda

Contours of aNational Competition Policy: A Development Perspective

Human Rights and International Trade: Right Cause with Wrong Intentions
Framework for Fair Trade and Poverty Eradication

Implementation of the Uruguay Round Agreements. Need for aFrontloaded Agenda
Proactive Agenda for Trade and Poverty Reduction

WTO Transparency and Accountability: The Need for Reforms

EU's Environmental Agenda: Genuine Concern or Pitching for Protectionism?

O~NoO s WDNPE

2002

1 AmicusCuriaeBrief: Shouldthe WTO Remain Friendless?

2. Market Access. The Major Roadblocks

3. Foreign Direct Investment in Indiaand South Africa: A Comparison of Performance
and Policy

4. Regulating Corporate Behaviour

5. Negotiating the TRIPs Agreement: India' s Experience and Some Domestic Policy

Issues

Regulatory Reformsin the Converging Communications Sector

Market Access Implications of SPSand TBT: A Bangladesh Perspective

Multilateral Environmental Agreements, Tradeand Development: I ssuesand Policy

Options Concerning Compliance and Enforcement

9. Multilateral or Bilateral Investment Negotiations. Where can Devel oping Countries
make ThemselvesHeard?

o N

N

003

How Mining Companies|nfluence the Environment

Labour Standards: Voluntary Self-regulation vs. Mandatory L egislative Schemes
Child Labour in South Asia: Are Trade Sanctionsthe Answer?

Competition Policy in South Asian Countries

IndiaMust Stop Being Purely Defensivein WTO

IPRs, Access to Seed and Related |ssues

TRIPsand Public Health: Ways Forward for South Asia

NoghkhwNpE

2004
1 Farm Agendaat the WTO: The ‘Key’ to Moving the Doha Round.
2 “TRIPs-Plus’: Enhancing Right Holders' Protection, Eroding TRIPs' Flexibilities

For more details visit our website at www.cuts-international .org.

274 « From Cancun to SGo Paulo ®2d X CUTS



