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Problems multiply and negotiations unravelling at WTO Ministerial

Hong Kong, 15 December (Martin Khor) -- The WTO Ministerial Conference seemed on the verge of unravelling after its third day, with many developing countries voicing opposition to the services part of the draft Declaration, and positions in non-agricultural market access being even more apart that before.

The G90, comprising the majority of developing country members, submitted a proposal on services, to replace the draft’s Annex C on services with a new text of their own..  Also, a group of 6 countries sent a letter to the Conference chairman expressing “fundamental concerns” with Annex C and stating that it cannot be part of the final Declaration.
It seems that the top-down untransparent process of the services negotiations in Geneva in the past several months – manifested by the unpopular Annex C that was drafted by the Chairman of the services negotiations – is coming back with a vengeance to haunt those responsible for the process, and the Hong Kong Ministerial itself, as a full-blown controversy and crisis looks imminent.

Meanwhile, the fight over NAMA intensified, with a standoff between developed and developing countries.  The differences have become so fierce that the NAMA facilitator described it in terms of “entrenched positions” and “backsliding” as compared to Geneva.

On Wednesday night, an official plenary session heard African and other developing countries arguing their case for immediate action to put an end to export and domestic subsidies in cotton, while the United States countered that its subsidies played only a very small role in the depression of prices that impoverish the cotton-producing countries.  

Solution to the cotton problem would have to be part of the overall deal on agriculture, said the US again, thus dashing any slim hopes that Hong Kong could produce any significant outcome in terms of “early harvest” action on cotton subsidies.  

At the same plenary, developing countries receiving trade preferences for bananas gave a graphic picture of the adverse effects on them of reforms to phase out the preferences, while other developing countries that are efficient argued how they were being deprived of export earnings because of the preferences.  With the problem being so intractable, any solution seemed most elusive.

The Green Room meetings, involving about 30 members, went on Wednesday night till three, and resumed this morning.  Facilitators continued to hold consultations, but could not report progress on either agriculture, NAMA or services.  Much of the negotiating energy was still focused on the “LDC package” with intense efforts to reach some compromise on duty and quota free access for NGOs.  

It became clearer today that an agreement on this topic, which has become a sort of “flagship issue” of the Ministerial, can be made only if the LDCs give up on their demands that such access be bound, provided to all LDCs and for all their products.  A number of developed countries, especially the US, made clear they could not accept these conditions.  

With so many intractable problems, some of which increase rather than decrease by the day, the feeling is growing that that time is running out on this Ministerial. 
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The emergence of a possible crisis in services began with a formal letter sent by South Africa, Indonesia, Philippines, Venezuela, Kenya and Cuba to the conference chairman, Hong Kong Commerce Secretary John Tsang, with copies to the services facilitator (Korean Minister Hyung Chong Kim) and WTO director general Pascal Lamy.

“We wish to draw your attention to the fact that Annex C of the draft Ministerial Declaration is neither an agreed text nor a consensus document,” said the letter.  “Therefore it is our position that the said Annex cannot be part of the final Ministerial Declaration.

“We have already expressed our fundamental concerns regarding the said Annex during the sessions of the CTS/SS (Council for Trade in Services Special Session), the TNC (Trade Negotiations Committee) and GC (General Council) and other correspondence with the Director General.  However we are fully committed to engage to resolve differences of views of the Members on this matter.”

Some hours later, the Group of 90 developing countries (comprising the ACP Group, African Union and LDC Group) sent in their proposal for an alternative text to replace the present Annex C.

The G90 text differs from Annex C in fundamental ways.  The detailed paragraph 1, containing specific commitments for each of the four modes in services, is replaced by more general language stating that members to the extent possible should strive to ensure that any negotiated commitments reflect improvements in all modes of supply, extended coverage of sectors, reduction of MFN exemptions and economic needs tests, and clarity in scheduling and classification of specific commitments.

The second paragraph in annex C (on sectoral negotiations) has been removed.  In paragraph 4(b), the reference to “framework agreement on government procurement” has ben removed.

In paragraph 7 on the plurilateral approach, the three specific sub-paras (a), (b) and (c) have been removed, including the most contentious clause that members to whom requests have been made shall enter into plurilateral negotiations.

There are also other changes and additions, including some amendments to the sections in timelines and review progress.

It is to be seen what will be the response of other members, especially the developed countries, to the two submissions of these developing countries.  There has been widespread speculation that the EU may also put in amendments, but to “strengthen” Annex C and the paragraphs on services in the body of the main text, with more details on Mode 3 commitments and possibly some language implying acceptance of quantitative benchmarking or numerical targets.

At a heads of delegation meeting Thursday evening, the facilitators presented reports of the progress in their consultations, according to a trade official.  Guyana Minister, Clement Rohee, said convergence is emerging on aspects of the development package.  He affirmed that the development package is not confined to LDC issues but discussions had started on these.

On duty and quota free access for LDCs to developed countries’ markets, he reported that the LDCs want a predictable and secure commitment, and this goes beyond Doha.  Members were positive and considered how to do this, including by binding the commitments.  But other members said that binding was not practical.  Rohee suggested to use the term “on a lasting basis”, and work is focusing on whether such language can be accepted.

Another demand of the LDCs is that the access is provided for all LDCs, reported Rohee.  However some developed countries had problems with this, although many members were willing to accept the term. 

On product coverage, Rohee said that the LDCs wanted the access to cover all products.  However some countries could not accept this.  Rohee said a compromise was being sought, for example to make use of one of the options in Annex F, that those members with difficulty to make this offer could initially commit a specific percentage of products by a given date and progressively increase this over time.

The facilitator for services, Minister Kim from Korea, said the basis for discussion was the draft text.  He reported that while many said it was a sound basis for negotiations, others wanted the text strengthened.  

There was a third group of countries that viewed the text as too prescriptive and not in line with the GATS and the services guidelines and procedures for negotiations.  This group did not agree with the sections in the text on qualitative objectives, sectoral objectives and plurilateral negotiations.   He also said the G90 would meet him to present him with their proposal.

The facilitator for NAMA, Pakistani Commerce Minister Humayun Khan, reported that there had not been much progress towards consensus on the draft.  He had told an open ended working group that there was broad support for a Swiss formula with two coefficients.  

But he admitted that this was countered by a group of developing Members who recently co-sponsored a letter to the Chairman of the Ministerial Conference, expressing the view that there needed to be strict parallelism between agriculture en NAMA. They believe that the contribution made by developing Members in NAMA had to be proportional to, and commensurate with, the contributions by developed countries in agricultural market access. These Members want language in the Ministerial text which would clarify and ensure this strict parallelism.
On flexibilities, many developing countries want the flexibilities in paragraph 8 of the NAMA framework to be independent of the level of ambition of the formula. But developed countries insist on linking flexibilities with the formula. There was also disagreement among members on treatment of unbound tariffs and the sectoral approach.

He added that the small and vulnerable countries insist on further exemption for countries with a share in world trade of below 0.1%; but there was opposition against this from developed and some developing countries.

On pargraph 6 flexibilities, the countries involved want to extend their exemption to sectoral cuts; and want the binding around a certain percentage removed. Others suggest a non-linear mark up.

On preference erosion, some countries find that there should be recognition for the problem through the identification of vulnerable products.  Others however see preferences as a trade distortion that should end; they suggested compensation through Aid for Trade.

Newly acceded countries demanded a higher coefficient and a larger percentage (3% extra) for flexibilities. But there is no consensus on this.

Khan concluded by saying that it is becoming increasingly evident to him that delegations have remained entrenched in their Geneva positions and have not demonstrated the necessary flexibility to turn this Ministerial into a success story. He also felt that there may be some risk of backsliding on some of the issues.

The “development package” that isn’t.    

By Tetteh Hormeku, Coordinator, Africa Trade Network

The “development package” touted by the European Union and the United States is dangerous and will prevent real development for Africa.  This was the conclusion by Tetteh Hormeku of the Africa Trade Network in a presentation made at a TWN panel discussion on “Services, NAMA and Agriculture: What is at Stake?”   Below is a summary of his presentation. 

WTO Director General Pascal Lamy and European Trade Commissioner Peter Mandelson are pushing for early agreement on the development package to demonstrate their “good faith”.  The failure of the Doha Round so far to deal head on with development has led to this flurry of activity. What is this package and what is it not?  

There are two central features of the development package in the Ministerial text. First, the supposed “special and differential treatment” (SDT), as it applies to LDCs. Secondly, the aid for trade promise.

Before the Seattle Ministerial Conference, developing countries began to complain that after conclusion of Uruguay Round, the process of implementing the agreements resulted in difficulties to their economies which can only be addressed if WTO rules are corrected and rebalanced.

SDT was supposed to be part of the integral rules of GATT as well as the new Uruguay Round rules which allowed developing countries to adopt less onerous obligations than developed countries because they have different levels of development and different capacities.

The history of SDT predates the Uruguay Round. Countries at different stages of growth and development should not assume the same level of responsibilities in international agreements as these are unequal partners. But by end of the Uruguay Round the spirit of SDT was reduced to a narrower concept: developing countries had to essentially accept the same obligations as developed countries, and may be exempted from implementing some measures, as well as allowed different time scales. But almost all obligations would be adopted by them. 

SDT provisions in the final agreements are mostly “best endeavour” clauses and developing countries cannot hold developed countries to them or enforce them. Thus in Doha, developing countries asked for effective SDT implementation, to move away from simply longer timeframes for implementing obligations, to fully integrating SDT into the architecture of the WTO.

Over 200 proposals were made relating first to strengthening SDT and second to resolving implementation issues.  Since the Round has been launched, all discussions on SDT and implementation issues have made no progress except on 22 issues which are widely described as of having little or no commercial value. 

In an attempt to attain a more balanced package in time for the July approximation this year, 5 proposals specific to LDCs were selected for inclusion into the package.  Out of these, the two most valuable -- duty free and quota free access for LDC products, and exemption from TRIMS obligations -- are subject to interminable controversy.  

On the issue of duty free and quota free market access, the demand by LDCs for these to be made legally binding and enforceable in the WTO continue to be resisted by both the EU and US. These developed countries prefer the continuation of the current situation where duty free and quota free status exists as unilateral offers which they can change any time they wish.  

The most farcical saga is being played out.  For example, the US and EU argue that there will be MFN problems if this status is bound in the WTO. In the Geneva negotiations the EU offered cold comfort by saying that although they won’t be bound they are sincere and will honour their offer. An LDC can resort to the European Court of Justice to enforce any non-compliance.  At one point the US and EU even argued over what “binding” means.

As the moment the US is insisting on two things: first, not extending duty free and quota free access to all products, which makes the concession useless since this allows for market access for products that LDCs don’t produce.  For instance, giving duty free access for computers to an LDC is meaningless. Secondly, they want to reserve the right to exclude countries, an insistence which led to some of the most heated moments in the negotiations in HK so far. A strong letter of protest has been submitted by Zambian Minister of Trade and Industry, Mr. Deepak Patel, who is the Chair of the LDCs Group. 

On the issue of the TRIMS (trade related investment measures) Agreement, which prohibits the use of some performance requirements such as the use of local content policies, LDCs want to be able to obtain exemptions for existing and future TRIMS. LDCs did not notify enough in the Uruguay Round because most of them had not been aware and did not have the capacity to safeguard their rights.

The increasingly marginalized issue of cotton also makes a mockery of any development package. The US has offered to eliminate duties but only when there is full agreement on full modalities for agriculture.  In the interim, money will come from the Millennium Challenge Account (MCA) to address supply side constraints. Again this promise rings hollow as most of the funds (if they materialize) will be likely used to pay for services from the US to “assist” African producers.

The other central piece of the development package is “aid for trade” which is meant for developing countries (and not just LDCs) to help improve production and other supply capacities.  As it stands now in the text, there is only a promise to hold a meeting to discuss this at the WTO before the mid-2006.

The terms of this “aid for trade” are also not clear as to whether it will come from new money or old money, whether it will be concessional grants or loans. African countries say that there must be clear criteria: the funds must be predictable, adequate and unconditional with the countries themselves deciding what those resources shall be used for.  There are estimates that 80% of the MCA funds have gone back to the US.

From discussions so far in Hong Kong, the aid is for trade liberalisation.  For instance it has been proposed that as part of aid for trade, a fund be set up to compensate developing countries for revenue losses arising from tariff reduction.  Apart from the absurdity of taking money from developing countries and returning a part of it as a grant later, this ignores the problem of removing the right of those countries to use tariff as a policy to support and nurture local industry.

There are also serious concerns that the aid for trade package will be used as a trade-off ploy. At this stage of the negotiations, the entire development package looks more like a ploy to soften the developing countries so that they will accept the extraction of concessions from them. They are offered the promise of some funds which may not be from new and additional resources (but may simply be shifted from another aid box), so that they will agree to new onerous obligations (such as huge tariff cuts in industrial products, significant tariff cuts in agriculture, and a basic change in the rules of negotiations in services) that would jeopardize their development prospects.  That is an unfair and imbalanced bargain, and it is cynical to ask developing countries to accept it.

Peter Mandelson has even told developing countries that he is working hard for them, and in return they must give him services. He has openly stated that he is not happy with the highly contentious Annex C on services and wants it “strengthened.”  The developed countries should drop this charade.   They should not impose new and onerous liberalization obligations on developing countries that will cripple their economies.  They should agree to strengthened SDT measures and to resolving the implementation issues.  They should offer genuine assistance to developing countries to help them build their capacity to produce, first for the local market, and for exports.   Unfortunately, this is not what the “development package” is about.

European NGOs attack EU’s “development package”

Ten European NGOs also sharply criticised the EU’s “development package” proposal.  In a joint statement Thursday they called the proposal “nothing more than a deceptive smokescreen.”  The package hides how the negotiations are not about development but the offensive interests of rich countries, especially the EU.

The NGOs include World Development Movement (UK), BothEnds (Netherlands), WEED (Germany), War on Want (UK), Women in Development Europe, ROBA (Italy), World Bank Reform Campaign, Friends of the Earth Europe, Attack Denmark and 11.11.11 (Belgium).

The groups said that the “development package” is diverting attention from he real issues at stake in Hong Kong: the drastic change in the approach to the GATS negotiations, the removal of flexibilities and the introduction of new ways to pressure developing countries to liberalise against their own interests. The package also does not entail new real EU commitments.

The NGOs said the development package has six deceptive elements:

*LDCs already get duty and quota free market access to the EU, thus it does not have to put anything new on the table.

* Developing countries placed over 170 proposals on SDT and implementation on the table but after 4 years these have been neglected and currently only 5 (concerning LDCs) have made it to Hong Kong.

* The final arrangement for access to medicines binds a bad and temporary arrangement that should have been properly assessed and improved.

* Aid for trade is not a new commitment. If implemented it would simply shift funds from other existing EU development budgets.  Most of the money would be available conditional to opening up development countries’ markets.  It would not pay attention to real trade needs of developing countries.

* Cotton is an easy topic for the EU since this issue concerns primarily US subsidies and diverts attention from the EU’s banana and sugar embarrassment.

G90 leaders on their hopes and expectations  

Hong Kong, 15 Dec (Hira Jhamtani) -- Leaders of the G90 developing countries (comprising the ACP, Africa and LDC Groups) expressed their expectations and hopes for the Ministerial at a press conference on Thursday afternoon.   

Zambia’s trade minister, Mr. Deepak Patel, who coordinates the LDC Group, said that WTO members are still discussing the principles of the proposal for duty free, quota free access for LDC products in developed countries, and the methods for delivering the principles, such as the legal issues involved on the binding aspect of the access, such as the use of a waiver or enabling clause. 

Mauritius’ Foreign and Trade Minister, Mr. Madun Dullo, coordinator of the ACP Group, insisted that development is at the centre of the Round and its success will be measured by the development outcome.  “It would be very difficult for G90/ACP to be party to an agreement where we would lose our markets” he stressed. 

In addition, the G90 would like to see substantial progress on SDT, implementation issues, small economies and a package to address the problem of supply side capacity and adjustment. 

On Agriculture, Minister Dullo called for the elimination of export subsidy within a credible date, substantial reduction of trade distorting domestic support and a linear and flexible tariff reduction formula. The Group would like the issue of preference erosion to be addressed. 

On NAMA, the Minister emphasized to need to identify products that are vulnerable to preference erosion, currently about 600-700 products. There is also a need for the Group to consolidate their members’ nascent industrial base. On services, Dullo said that G90/ACP has made clear that the development flexibilities contained in the services agreement should not be tampered with.

Egypt’s Minister for Trade and Ministry, the coordinator of the African Group, said that the Doha Round will be judged not by its completion but by its development content.  “We are very clear that development is a full package,” he said, adding that the quota and duty free access for LDCs was the start but not the only part of this package. There are other issues such as cotton, how to address preference erosion, SDT, less than full reciprocity and policy space for development. 

NGOs try to present empty boxes to Mandelson and Portman: Symbols of empty promises made by developed countries 

Representatives from a global coalition of NGOs and social movements known as ‘Our World Is Not For Sale’ held an action in the Hong Kong Convention Center to demonstrate the empty promises made by the US and the EU in the ‘development package’. They held empty ‘gift’ packages, intending to deliver them to EU Trade Commissioner Peter Mandelson and USTR Rob Portman separately.

As Mandelson and Portman walked by, the 20-odd representatives wearing Santa Claus hats sang songs that called the ‘Aid for Trade’ an empty gift with no truth. The NGOs tried to hand over the empty packages to Mandelson, who walked away quickly, without accepting the ‘gifts’.     

The NGOs sang songs to the tune of Jingle Bells, with changed lyrics:  “Mandelson, Mandelson, this gift we give to you; Trade for aid is the game you play, It’s empty through and through.” In a press release explaining the action, they also said that the “US and the EU are attempting to put a “development spin” at the Hong Kong WTO Ministerial in announcing a “development package” comprising of aid for trade, non-binding duty-free market access for Least Developing Countries and a few other items.”

The US and the EU “had coined in Doha the so-called “Doha Development Agenda” (DDA), which was seen by many as being anything but development. In fact, the DDA was really aimed at opening up further the markets of the South, they said.  “The ‘development package’ spin may fool some people unfamiliar with the WTO negotiations but to many NGOs and social movements, this is seen as a “face saving” device to create the illusion of a successful Ministerial which is development oriented, they added.”

They also stressed that “in fact, neither the US nor the EU can guarantee whatever pledges they make due to lack of congressional approval (in the case of the US) and budgetary problems (both US and EU). They are offering empty promises that they cannot deliver on to entice the developing countries.”

“On the contrary, the current proposals by the US and the EU make further demands on developing countries to open their markets in agriculture, industrial goods and services despite resistance from many developing countries” they added.  “In fact, the demands and concerns of developing countries have been sidelined and is evidence that the promises by developed countries that this round will be a “Development Round” are without substance.

“There have been proposals by the developing countries to review the existing agreements in the WTO which are unjust and have led to adverse impacts on the livelihoods, food security, health and environment. Such proposals have been ignored by the developed countries. Hence, there is no real substance in the so called ‘development package’.

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

Announcements

· 17 December 2005: 2 - 4 pm

‘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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