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HK Ministerial starts amid frustrated hopes and fears, reality and “spin”

(Hong Kong, 13 December) – The Ministerial begins today with a brief opening ceremony starting 3 p.m. 

Seats are limited, so NGO representatives will have to queue up for tickets.  
Hong Kong is bracing for a tough week ahead.  Thousands of farmers, trade unionists and NGO representatives are here to monitor what the governments are negotiating.  They will hold their own meetings, rallies, and protest demonstrations.

Most citizen groups are frustrated and angry at what they see as pressures put by rich countries on behalf of their big corporations on developing countries to open up their economies to imports and foreign banks and companies.

In so many countries, cheap imports have overwhelmed local products and caused closure of firms and loss of jobs.  Also, small farmers around the world have lost their markets and livelihoods due to the inflow of cheap, subsidised agricultural imports.

The Hong Kong administration has been warning about violent protests.  But the first civil society rally took place Sunday without any incident.  About 4,000 people, including migrant workers from Indonesia and Thailand, representatives of social movements and NGOs, and parliamentarians marched through some of the city’s main streets from Victoria Park to the government administration building.  Banners in multi colour condemned the WTO, the mood was festive, and thousands of local people lined the streets to watch and occasionally cheer.

In the halls of the official Conference, there will also be some frustrated and angry delegates.  The African cotton-producing countries have given notice they cannot sign on to any declaration that does not give them concrete results.  They have campaigned since 2001 for an end to export and domestic subsidies.

The more than US$3 billion of subsidies to a few thousand American cotton farmers allows the US to sell cotton to the world at artificially cheap prices, causing the African countries to lose many hundreds of millions of dollars annually. A recent Oxfam report also highlighted that cheap subsidised cotton from the US will lead to a loss of US$208 million and 720,000 jobs in China this year.

Though the cotton problem was successfully highlighted at the Cancun meeting in 2001, and promises were since made to provide a “fast track” solution, nothing has been done.  The US government says it cannot treat cotton as a special case and the elimination of subsidies for that crop must be part of the larger deal on agriculture.
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That might take many more years to negotiate and implement, and the African governments are not in the mood to wait so long.  Their farmers are in even more dire straits today.  They want all export subsidies to end by 31 December this year, and 80% of domestic subsidies to go by the end of 2006 and the rest by January 2009. It is doubtful there will be any such result in Hong Kong.

Many of the Caribbean and African countries are also frustrated that the phasing out of trade preferences will hit their commodity-dependent economies.  The phasing out of preferences has especially affected countries that export bananas and sugar.

As trade is liberalised more as a result of the current trade talks, the preference receiving countries will suffer more losses as preference margins are eroded.  The affected countries are determined to make this a big issue in Hong Kong.  The six major countries that met at Ministerial level in Geneva on 2-3 December told a press conference that this issue would have to be dealt with.  But it is rather late in the day, and no solution is yet in sight.

Another hotly contested issue is services liberalisation.  The African, Caribbean and Pacific (ACP) Group, together with several Latin American and Asian countries, are demanding that the section on services in the draft Ministerial declaration be amended.  The draft makes it compulsory for those developing countries who are targeted for liberalisation by the rich countries, to take part in “plurilateral negotiations” aimed at opening their markets.  Under present rules, countries can choose whether or not to participate in such a process.

The talks this week will of course focus also on agriculture and non-agricultural market access (NAMA).  Here, the issues and the positions of the major countries and groupings are well known. 

As expectations have been lowered on what Hong Kong can achieve, the “blame game” that has been going on will intensify at Hong Kong.

The EU is widely blamed for not offering to do more on agriculture.  The UK government, which holds the presidency of the EU, has itself highlighted how the Common Agricultural Policy mainly rewards rich landowners rather than small poor farmers, but has failed so far to persuade member states as a whole to cut subsidies in the EU budget.

On Monday, in Hong Kong, EU Trade Commissioner, Peter Mandelson repeated that the EU will be unable to make any better offer in agriculture.  “Even if we have the latitude to do so, and we can’t in market access, then our partners will pocket our offers and lock in the low level of ambition in the Round as a whole,” he told a seminar. “Progress is needed in the whole range of issues in the Round,” he said.  “Others have to come up with better proposals.”  

What he meant – though he did not repeat it in such detail  – is that the EU is asking developing countries to make extremely steep commitments in NAMA (Swiss coefficient with a low 10 coefficient) and the giving up of some significant existing flexibilities in services (through plurilateral, sectoral and modal methods and possibly also the quantitative benchmarking method).  Only if they show movement towards the EU demands, will the EU consider moving in agriculture.  And even then, the EU can only move so much, or not at all, because of pressures from some constituent states.

On the other hand, the Indian Commerce Minister, Kamal Nath, signalled some willingness of India to make some concessions on services and NAMA.  On the eve of his departure for Hong Kong, he said that “agriculture is not the only issue in WTO...We will move forward in other areas (industrial goods, services, LDC package).” But he clarified that on no account will India make any compromise on the livelihood and food security concerns of 650 million poor farmers.


Other issues of priority to developing countries – strengthening special and differential treatment and resolving problems of implementing the WTO agreements – will hardly feature at all.  Although developing countries had put forward over 200 proposals on these two issues, hardly any issue of significance has been dealt with.  

Although the present talks are known as the Doha Development Agenda – a term coined to entice developing countries to agree to a new Round – there has been really no development content so far, either in the “development issues” (special and differential treatment -  SDT and implementation) or in the market access issues.

To cover this up, and to offset the lowered expectations on agriculture, there is a public relations attempt to highlight how well the system is treating the LDCs with a “development package.”  Mandelson on Monday gave his first Hong Kong spin of this. He said there should be special development measures to benefit LDCs who would otherwise not be able to benefit from trade opportunities.  He mentioned the EU pressing other industrial countries to give duty free access to LDCs, the need for progress on cotton, and aid for trade.  On the last one, he said it can be a menace if we can’t get countries to adjust to reforms.  So aid for trade is to enable people to embrace reform and adjust.

Many NGOs, as well as quite a few developing countries, are pointing out to the hollowness of the “development package.”  It pales beside the lack of progress on the real “development issues” and the reality that the SDT component is so weak in agriculture, NAMA and services that it is overwhelmed instead by the demands for developing countries to open up.    

This week will see a brew of lowered expectations mixed with remaining ambition by various parties to still “get something” from others; resentment by developing countries that there has been no gains and fear that things may get worse in Hong Kong; and an attempt to “spin” away the problems with a “development package.”   Each one will try to avoid blame.  Not a healthy prospect for a Ministerial.  

Draft Ministerial Text:  Mystery of the Missing Cover Note

A little controversy has broken out over a missing cover note that should have been placed on the front of the draft Ministerial text for Hong Kong.


The document (WT/MIN(05)/W/3 dated 7 December) contains three text changes as compared to the first revised draft dated 1 December. But the latest draft is more interesting for what it omits than what it has added. The cover note that was attached to the 1 December draft has been removed.

The text is complicated enough, as it contains a mixture of texts and annexes with differing levels of agreement and disagreement among the WTO delegations in Geneva.

The removal of the cover note makes the draft even more confusing, especially for Ministers and officials who are not immediately familiar with the history of the document. It will be even more impossible for the public, who have not followed the Geneva negotiations closely, to understand the different status of various parts of the draft, especially the annexes.

Some developing country diplomats in Geneva are upset that the cover note has not been attached to the latest draft text itself. They were given an assurance during the General Council meeting on 2 December that the cover note would be attached.

The Ambassador of one developing country said that without the cover note, it would be very difficult to understand that large parts of the document had not been agreed on, and that some parts of it were still hotly contested.

A number of diplomats have brought up the matter with Director General Pascal Lamy and  General Council Chair Ambassador Amina Mohamed of Kenya, in an attempt to have the 1 December cover letter, or one similar to it, to be attached to the draft Ministerial text when it is distributed in Hong Kong.

Without an explanatory note, it would be difficult for anyone, except those following the negotiations very closely in Geneva, to understand the status of each of the annexes. Most were written by Chairs on "their own responsibility". However, while there is a clear description in some of the annexes (for example, Annex A on agriculture and Annex B on NAMA) that these are reports written by the Chair of the respective negotiating group, there is ambiguity in some others.

In particular, Annex C on services contains what looks like text, and not a report. There are no square brackets in the Annex, thus giving the impression that it has been agreed to. There is no explanation in the Annex itself that it has actually been drafted by the Chair of the services negotiations on his own responsibility (rather than it being a text negotiated by the members), that it is not an agreed text, and that in fact most of the contents are hotly disputed.

There are now square brackets placed around some key words in paragraph 21 (that deals with services) in the main body of the new draft to denote that there is no consensus on Annex C.

However, it would be nearly impossible for anyone (unless he or she is well briefed on the details) to understand that the text in Annex C was drafted only by the Chairman and is not a negotiated text, or that there are many different views and positions on various key paragraphs of that Annex.

The 1 December draft contains a cover note explaining that the annexes are in differing formats, reflecting the differing situations in the areas, and that with the exception of Annex E on trade facilitation, "the texts in all of these annexes were presented on the responsibility of the respective Chairs. They do not purport to be agreed texts, and are without prejudice to the position of any Member."

With the disappearance of the cover note and its general explanation, the situation of the status of each annex, already confusing even with the cover note, becomes even more un-transparent and incomprehensible.

In forwarding the latest draft Ministerial text to the chair of the Ministerial Conference (Secretary of Commerce of Hong Kong, John Tsang), the General Council Chair and Director General Pascal Lamy have written a letter which contains the "operative parts" of the cover note that was attached to the 1 December draft.

The letter (which is on the WTO website) explains that the text remains a draft and does not represent agreement overall, and that it draws on work done by the Chairs of negotiating bodies. Added the letter: "Their consultations have in many cases produced inputs for the present draft which are either fully agreed by Members or reflect a high level of convergence. In other areas, the text still reflects a number of differences.

"A number of annexes are attached to the draft text. These are in differing formats, reflecting the differing situations in the negotiating areas to which they relate. We wish to make it clear that, with the exception of Annex E on Trade Facilitation, which is a report agreed by the Negotiating Group, the texts in all of these annexes were presented on the responsibility of the respective Chairs. They do not purport to be agreed texts, and are without prejudice to the position of any Member."

While the letter to Tsang repeats what was in the cover note of 1 December, the developing country diplomats in Geneva are concerned that the letter would not be a prominent document at the Hong Kong Ministerial. It even lacks an official document number.

The content of the letter would better serve as an explanation to the text if it was placed on the cover, as the text will be the most important negotiating document at the meeting.

Besides the dropping of the cover note, the new 7 December draft Ministerial text differs in three ways from the 1 December draft.

The most important change is the addition of square brackets in paragraph 21 on services, as a result of the insistence by several developing countries (including the ACP and African Groups, and a number of Latin American and Caribbean countries) during the General Council meeting.

Paragraph 21 now reads: "We are determined to intensify the negotiations in accordance with the above principles [and the Objectives, Approaches and Timelines set out in Annex C to this document] with a view to expanding the sectoral and modal coverage of commitments and improving their quality. In this regard, particular attention will be given to sectors and modes of supply of export interest to developing countries." 

-------------------------------

Announcements

· 13 December 2005: 12-2pm

‘Key Issues facing the HK Ministerial’ 

Organised by Third World Network

Venue: HK Convention and Exhibition Centre, NGO Centre, Room 407

· 15 December 2005: 10-12pm

‘Services, NAMA and Agriculture: What is at Stake? Development: where are we now?’

Organised by Third World Network

Venue: HK Convention and Exhibition Centre, NGO Centre, Room B

· 17 December 2005: 2-4pm

‘Review of the HK Ministerial: How will it end and what to do after?’ 

Organised by Third World Network

Venue: HK Convention and Exhibition Centre, NGO Centre, Room B
------------------------------
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Third World Network is a network of groups and individuals involved in bringing about a greater articulation of the needs, aspirations and rights of the people in the Third World and in promoting a fair distribution of world resources and forms of development which are humane and are in harmony with nature.
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