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SUNS #6521, MONDAY, 21 JULY 2008

UNEQUAL RATE OF EXCHANGE IN WTO TEXTS AND TALKS


By Martin Khor, Geneva, 18 July 2008


In the forthcoming week of negotiations at the WTO, it can be expected that the developed countries, particularly, the United States and European Union, will put pressure on the developing countries to yield to their demands or else be blamed for the failure of the talks.

The US Trade Representative in recent days has already re-prepared the ground for this by saying that the US is ready to make concessions, but that the success of the Geneva mini-Ministerial will depend on whether Brazil, India and China (among others) are willing to open their markets.

Will Geneva July 2008 be a repeat of the G4 Ministers' Potsdam meeting in June 2007 when the US and EU pointed to Brazil and India as the culprits for not wanting to liberalise their markets to imported industrial products?

At that time, the Brazilian Foreign Minister Celso Amorim counter-argued that the "rate of exchange" was unfair - that the two major developed country members of the WTO wanted to give each other a "comfort zone" in not having to take on any significant obligations in agriculture, while still insisting on very high industrial tariff cuts in developing countries.

Since then, the term "the rate of exchange" has come to be commonly used when comparing the  commitments of developed versus developing countries, and of the situation in agriculture versus NAMA and other issues.

An analysis of the latest Chairs' draft texts in agriculture and NAMA modalities (dated 10 July 2008) shows that the "rate of exchange" is still unequal.

The agriculture text continues to propose that the US reduce its allowed overall trade distorting support to a range of $13-16.4 billion. The US had indicated in WTO agriculture talks that it could consider the upper part of that range (which is close to the $17 billion it had already offered in Potsdam). Even if it offers the mid-point, or the lowest number in the range, this is still significantly higher than the reported $7 billion of its actual OTDS in 2007 or the $11 billion in 2006. So, there is a lot of "water" between the allowed and the actual level of OTDS.

Last year, the US explained that if the OTDS level it was offering had been applied in the last nine years, it would have led to real cuts in 5 to 7 of those years. What the USTR said is only partially true. In five recent years, the United States' applied OTDS level was above $17 billion (1999, 2000, 2001, 2004 and 2005). But the US did not reveal that at the start of the implementation period of the Uruguay Round, the OTDS level was very much below - at $7 billion. The agriculture domestic support simulations paper (JOB(06)/151 dated 22 May 2006) prepared by Canada shows that the applied OTDS of the US was $7.7b in 1995, $7.1b in 1996, and $7b in 1997. It then shot up to $15.1b in 1998, $24.3b in 1999, $24.1b in 2000, $14.9b in 2000, $10.2b in 2003, $18.6b in 2004 and $19.7b in 2005.


Thus, an offer of a cap at $16 billion or even at $13 billion does not reflect a decrease especially when compared to the 1995-1997 levels of a decade ago, and also allows for a large amount of "water", compared to the 2007 level of $7 billion.

As for the EU, the Chair's text proposes that its allowed OTDS be reduced by 75-85% to the range of Euro 16.5- 27.6  billion. The EU had offered a level of allowed OTDS of Euro 33b. But this is far above what it has already planned in its CAP reform, under which the actual OTDS would be Euro 26.8b in 2008 and a figure of Euro 12 billion in 2014 (estimated by the G20 in a recent statement).

In September 2007, at a Room E (Green Room) agriculture meeting, the EU indicated that it would retain its position of offering to cut by 10 percentage points more than the US. The EU expected that this meant it had to cut by at most 80%, or to a level of allowed OTDS of Euro 22 billion.

This is still far higher than the estimated Euro 12b in 2014, when the implementation period of the Doha commitments could end (i.e. if the Round completes in 2008). There is thus still a lot of "water" for comfort.

The EU like the US is shifting from the Amber and Blue boxes to the Green Box, where there are no limits and where the disciplines are lax enough to allow trade-distorting support to take place even though the Green Box is supposed to be not trade distortive or minimally trade distortive, as recent studies have shown (UNCTAD-India 2006; Marita Wiggerthale 2007). In effect, the reductions in allowed OTDS or even in applied OTDS do not mean much or anything if the subsidies continue in another form, and enable production and exports to be maintained or to grow.

However, in return, the US and EU have asked the developing countries that come
under the Swiss formula for tariff reduction in Non-Agricultural Market Access (NAMA) to accept a coefficient of 18, while the developed countries would have a coefficient of ten. This proposal is not far from the figures in the latest NAMA paper, in which the Chair proposed a range of 7-9 for developed countries and three ranges for developing countries, in which the mid-range is 21-23, which is paired with the central flexibility of exemption from tariff cuts of 5% of tariff lines or entitlement to 50% formula cuts for 10% of tariff lines.

It is difficult for most people to understand the meaning or implications (for example, in terms of the percentage cut in tariffs) of different coefficients in a Swiss formula for their countries or their tariff lines. Factors to consider include the initial tariffs (which differ from country to country and from product to product), the coefficients used, and the formula itself. No wonder it is not easy for officials from developing countries to explain to the public why they believe the demands being made on them are too onerous.

In the Swiss formula, the higher the initial tariff, the steeper will be the cut required. Thus, the formula is biased against countries with higher tariffs. In general, developing countries have higher tariffs than developed countries, and thus for the same coefficient, they have to undertake greater reductions. Also, for any given tariff line or average tariff level, the lower the coefficient, the greater will be the cut. If the average present bound tariffs of various countries are known, it is possible to calculate the effects of applying various coefficients on them.

Conducting an exercise of applying a coefficient 8 on the US and EU, and coefficient 22 on developing countries shows interesting results. The EU's average bound industrial tariff is 3.9%. Applying a coefficient 8 on this would reduce it to 2.6%, indicating a cut by 33%. The same coefficient 8 applied to the average US tariff of 3.2% would mean a cut by 29% to a new level of 2.2%. Japan has an average 2.3% tariff and applying a coefficient 8 would cut this to 1.7% or by 22%.

On average, the three major developed country members of the WTO would have to cut their average bound industrial tariffs by only a very modest 28%, should a coefficient of 8 apply to them.

On the other hand, if a coefficient of 22 is used for a developing country like Brazil with an average tariff of 31%, there would be a cut in average tariff of 58% (from 31% to 13%). For India, with average tariff of 34%, the cut would be 61% (from 34% to 13%). For Indonesia, with an average tariff of 36%, the cut would be 62% (from 36% to 14%). The average cut for these three countries is 58-62%. Those developing countries which have higher average tariffs would have to undertake even steeper percentage reductions.

In other words, the range of coefficients proposed by the Chair would result in many developing countries having to reduce their industrial tariffs by more than twice the reduction rates of the major developed countries. Even taking into account the flexibilities for developing countries (which one should not, since this is a mandated special and differential treatment), this rough figure remains since the flexibilities are so narrow, especially when they are constrained by the value of trade. This is a clear violation of the Less Than Full Reciprocity (LTFR) principle (i.e. that developing counties undertake lesser obligations).

An attempt by the Chair to explain this away through the complexities of definitions of LTFR has not succeeded. The draft has been very strongly criticized by a majority of developing countries. The Chair's proposal would mean special and differential treatment in reverse, i.e. for developed countries rather than for developing countries.

In order for the less than full reciprocity principle to be adhered to, the percentage cut of developing countries have to be less than that of developed countries. If the proportion is two-thirds, then the developing countries' cut should on average be 19.4%, compared to the 28% of the three developed country members. A country having a present average industrial tariff of 35% would require a coefficient of 140 in order to attain a reduction by 20% of the average tariff to 28%. Countries that now have an average tariff of more than 35% would require a coefficient of higher than 140 to attain a 20% reduction.

The fact that such a high coefficient of 140 would be laughed off in the present atmosphere of the Doha negotiations reveals the extent of high levels of non-transparency and obfuscation that exists in the NAMA negotiations, in which the confusion and difficulties involving the Swiss formula have clouded the discussion on the obligations that members are being asked to undertake.

In previous Rounds, negotiations on industrial tariff cuts were conducted mainly on the basis of percentage reductions. And for agriculture, whether in the Uruguay Round or in the present negotiations, the terms of negotiations have also been in percentage reductions. It would have been far easier and more transparent to be conducting the NAMA negotiations in the usual terms, i.e. the percentage reductions to be undertaken by various groupings of countries.

For example, even if one wants to retain the principle of "deeper cuts for higher tariffs", the tiered tariff-reducing formula used in agriculture could have been used in NAMA to make the percentage cuts for developed and developing countries more transparent. In agriculture, it has been agreed that the developing countries would have cuts two-thirds the rates of the developed countries, which is in accordance with at least the narrow definition of LTFR.

The developed countries deliberately did not want easy public comparison of the demands and offers in NAMA in terms of percentage reduction. They have also resisted the comparison of the "levels of ambition" between NAMA and agriculture. This is because the inequities in these NAMA proposals of developed countries would become so much more evident - not only within the NAMA outcome but also in comparison with what these countries are offering in agriculture.

The demands of developed countries and the Chair's NAMA July 2008 text are also imbalanced when compared to agriculture - where the offer of the US in domestic support would be only to cut some water, and the offer of the EU would be to cut their tariffs on average by 50% (and in effect lower than that if the lenient treatment for sensitive products is taken into account).

The double imbalance - first, within NAMA itself; and the second, between NAMA and agriculture - is what constitutes part of the "unequal rate of exchange". There is an even larger meaning to the unequal exchange on the table. The developing countries should not even be asked to "pay" for the developed countries' efforts in agriculture, even if these efforts were genuinely to reduce the distortions (subsidies, tariffs and non-tariff barriers) in their agriculture.

This is because the developed countries already enjoyed decades of a major concession of exclusion of agriculture from the GATT rules in the 1950s because the developed countries’ agriculture would not have been able to compete. High agricultural subsidies and quantitative 
restrictions by developed countries were allowed, while they were banned or highly restricted for industrial goods.

Then in the Uruguay Round, there was a "rate of exchange" (even larger than the one now being negotiated in the Doha talks) contracted between North and South – that the North agree to reverse course and return agriculture to the multilateral trade rules, and the South agree to bringing non-trade issues (especially services, intellectual property and investment measures) 
under the wing and the rules of the WTO.

It later turned out that so many loopholes had been placed in the Agriculture Agreement that the developed countries did not have to undertake liberalization when they implemented their Uruguay Round commitments, and were able to impose high tariffs, and were even able to increase their domestic subsidies.

The Uruguay Round agreement itself recognised that its Agriculture Agreement was only a starting point, and mandated that further agriculture negotiations had to be carried out, to  continue the "unfinished business" of the Uruguay Round. Thus, further removal of distortions in the developed countries' agricultural markets was on the agenda of the WTO, and negotiations on this would have taken place whether or not there was the launching of a new Round.

The parameters for these agricultural negotiations – for a continuation of the reform process – has been laid out in Article 20 of the AoA of the Marrakesh treaty. The four parameters set out in the treaty are: "( a) the experience to that date from implementing the reduction commitments; ( b) the effects of the reduction commitments on world trade in agriculture; ( c) non-trade concerns, SPECIAL AND DIFFERENTIAL TREATMENT TO DEVELOPING COUNTRY MEMBERS,  and the objective to establish a fair and market-oriented agricultural trading system, and THE  OTHER OBJECTIVES AND CONCERNS MENTIONED IN THE PREAMBLE TO THIS AGREEMENT; and ( d) what further commitments are necessary to achieve the above mentioned long-term objectives (emphasis added).

And the fifth and sixth paras of the preamble in relation to developing countries, stipulate: "Having agreed that in implementing their commitments on market access, developed country Members would take fully into account the particular needs and conditions of developing country Members by providing for a greater improvement of opportunities and terms of access for agricultural products of particular interest to these Members, including the fullest liberalization of trade in tropical agricultural products as agreed at the (Uruguay Round) Mid-term Review, and for products of particular importance to the diversification of production from the growing of illicit narcotic crops.

"Noting that commitments under the reform programme should be made in an equitable way among all Members, having regard to non-trade concerns, including food security and the need to  protect the environment, having regard to the agreement that special and differential treatment for developing countries is an integral element of the negotiations, and taking into account the  possible negative effects of the implementation of the reform programme on least developed and net food-importing developing countries."

The Uruguay Round significantly did not mandate further negotiations on reducing
industrial tariffs. NAMA was added on to the Doha agenda as an "extra", mainly on the demand of the  developed countries, and despite the objections of several African countries. There is thus much justification for the argument that removal of agriculture distortions and providing for a "greater improvement of opportunities and terms of access for agricultural products of particular interest to these (developing country) Members" is the major priority of the  Doha work programme, and liberalisation of industrial tariffs is an item that is lower on the agenda, not even mandated when the Uruguay Round was concluded with the signing of the Marrakesh Treaty and its annexed agreements.

The NAMA 11 has proposed that there be at least a 25 point difference between the coefficient for developed countries and the coefficient for developing countries. For example, if the former is 10, the latter could be 35.

At Potsdam, when Brazil and India indicated that coefficient 18 for developing countries was far too low, and that 30 to 35 was the more reasonable figure to put on the table, the US and EU reportedly angrily rebuked the two developing countries for such "ridiculous" numbers.

Another aspect of the agriculture-NAMA rate of exchange is the complaint by developing countries such as Brazil, India and South Africa that at in recent months and weeks the negotiations in agriculture have focussed on accommodating the sensitivities and defensive concerns of the developed countries (for example, on issues like sensitive products and tariff capping), while in the NAMA negotiations the already limited flexibilities for developing countries have been narrowed even further (for example, by the anti-concentration clause).

Meanwhile, the imbalance is widened by developments in the services negotiations. The developed countries have pressed to have a "services  text", even though Annex C on services in the Hong Kong Ministerial Declaration already serves as a modalities text, together with the earlier Guidelines on Services Negotiations. And the US in mid-November 2007 proposed that services market access ambition must be comparable to the ambition in agriculture and NAMA. Most developing countries argue that agriculture is the leading factor driving the Round, with 
NAMA to follow, and services is only a third factor, at least in terms of sequencing. The US paper was an attempt to put services on the same basis as agriculture and NAMA.

In its key operational demands, the US paper also asks that a services text set "guidelines instructing Members" to positively respond to bilateral and plurilateral requests with a view to achieve higher liberalization, and reducing or eliminating adverse effects on services trade as a means to provide effective market access by offering commitments to: (a) reflect current levels of market access and national treatment; and (b) provide new market access in sectors where trade impediments remain.

At an informal services meeting on 15 November, Brazil made a lengthy and detailed criticism of the US proposal. In contrast, ten developing countries (India, China, Brazil, Philippines, Thailand, South Africa, Indonesia, Pakistan, Argentina, and Morocco) in fact issued a conference room document, setting out their "possible elements of a services text",  which mainly reaffirmed Annex C and the GATS development flexibilities, while asking that improved and significant commitments in sectors and modes of interest to developing countries be reaffirmed.

Most developing countries had been reluctant to have a text, while three countries (Venezuela, Cuba and Bolivia) have made clear that they oppose any text at all. On 17 July, the Chair of the services negotiations issued a report in the form of a text which in one paragraph provides language that contains most of the points demanded by developed countries, including that "Members shall, to the maximum extent possible, respond to the bilateral and plurilateral requests by offering deeper and/or wider commitments. Such responses shall, where possible, substantially reflect current levels of market access and national treatment and provide new market access and national treatment in areas where significant impediments exist, in particular, in sectors and modes of supply of export interest to developing countries, such as modes 1 and 4, in accordance with Article IV of the GATS."

Thus, in exchange for promises of doing something in agriculture which does not amount to anything significant, the developing countries are asked to pay the heavy price in agriculture itself (as some developing countries are asked to cut their tariffs through a formula that results in more drastic cuts than in the Uruguay Round); cut drastically their tariffs on goods imports in NAMA, and more market access for developed country corporations in services.

"In fact, the present agriculture offers from the EU and US are really worth nothing," according to Chakravarthi Raghavan, a renowned analyst of the WTO negotiations. "And in any case, developing countries have paid a price thrice over in advance (in the Uruguay Round culminating in the Marrakesh Treaty) in return for the promises and commitments of the developed countries that they would reverse course in agriculture and carry out a reform programme. Hence, the developed countries should not be asking anything in return. In agriculture, they have in fact been regressing since Marrakesh. And there is ample evidence that they have been cheating in terms of notifications to the WTO about the amounts of subsidies and support." This is the "rate of exchange" that is on the table in the July 2008 negotiations linked to the mini-Ministerial.

If the negotiations are to succeed, the participants have to be prepared to "think outside the box" - the box being the July 2008 texts on agriculture and services and the ranges of figures in them. If the negotiations are only to be on the basis of picking the exact and magic figure within a range, then the unequal rate of exchange will be accepted. And this does not augur well for the reputation of the Doha "Development Round" and the World Trade Organization and its future.

NO REAL CUTS IN SUBSIDIES FROM WTO TEXT


By Martin Khor, Geneva, 18 July 2008


When the WTO mini-Ministerial week begins on 21 July, perhaps the most anticipated question is what the United States will offer in reducing its overall trade-distorting domestic support in agriculture. The EU's own offer is presumably also linked to what the US may propose.

The G20 has insisted that agriculture is the "locomotive" of the Round and the most politically-charged issue is whether agricultural subsidies in the major developed economies are going to be reduced, in terms of bound commitments (what is the maximum level to be allowed) and in real terms (the actual levels of spending on domestic support). Thus, one of the first questions that interested delegations will want to ask is whether the US and EU have fresh offers to make, especially on their level of overall trade-distorting domestic support (OTDS).

The latest modalities paper (10 July) of the Chair of the agriculture negotiations,
Crawford Falconer, remains basically the same as the previous three versions on this question of reduction of the bound or allowable level of the Overall Trade Distorting Support (OTDS). For developed countries, the base OTDS shall be the sum of (I) the final bound total AMS; plus (ii) 10% of value of production in the 1995-2000 base period (comprising 5% of value of production for product specific AMS and 5% of value of production for non-product specific AMS).  [This is usually termed de minimis support]; (iii) the higher of existing average Blue box payments or 5% of average total value of production in the 1995-2000 base period. 

The reduction of the developed countries' OTDS base level will be in accordance with the following tiered formula: (a) Where the OTDS base level is over US $60 billion, the reduction shall be [75-85] per cent; (b) Where the OTDS base level is over $10 to 60 billion, the reduction shall be [66-73] per cent; ( c) Where the OTDS base level is less than or equal to $10 billion, the reduction shall be [50-60] per cent.

Given the above proposed formula by the Chair, the following is the estimated reduction for the US and the EU.

1. The US OTDS base allowable level is estimated at $48.2 bil. It is thus in category (b) and would have to cut by 66-73 per cent. After the cut, the OTDS would be in the range $13-16.4 bil.

2. The EU OTDS base allowable level is estimated at Euro 110 bil. It is thus in category (a) and thus would have to cut its OTDS by 75-85 per cent. After the cut the OTDS would be in the range of Euro 16.5-27.6 bil.

BACKGROUND TO BOUND AND APPLIED (ALLOWED AND ACTUAL) DOMESTIC SUPPORT

On domestic support, there is a lot of confusion: (a) on the difference between the allowed levels (i.e. the maximum levels) that members commit not to exceed, and the applied (or actual) levels of the various subsidies; and (b) on the different types or "boxes" of subsidies. The WTO's Agreement on Agriculture (AoA) distinguishes between different types of domestic support. Firstly a distinction is made between "trade-distorting" and non-trade-distorting subsidies. Members are obliged to fix maximum levels for trade-distorting subsidies and to reduce some of these allowed maximum levels. For subsidies considered non-trade-distorting (the Green Box), there are no maximum levels, and thus members can increase these subsidies without limit.
The Green Box subsidies (such as payments to farmers to protect the environment) are supposed to be "decoupled" from production, and thus they supposedly do not distort trade; however, some experts have pointed out that many of these subsidies are also distorting in that they provide grants to recipients which assist them to maintain farming as a viable occupation, and that without these payments some of the farms or some of their production would not exist.

On the first category of domestic support, the developed countries have been permitted by the AoA to maintain high allowed levels of trade-distorting domestic support or TDS. These trade-distorting subsidies are in three categories:

(1) the Aggregate Measurement  of Support (AMS) or Amber Box, which is linked
to intervention on agriculture prices and considered the most trade-distorting; (2) de minimis support  (certain amounts of domestic subsidy that are allowed, calculated as a percentage of the value of agricultural production); and (3) the Blue Box subsidies (which are supposed to be linked to setting limits on production), which are also considered trade-distorting but less distorting than the Amber Box.

The OTDS thus comprises these three types. The AoA obliges developed countries to reduce their total AMS by 20% by 2000 below the 1986-88 level, and to limit their de minimis support to 5% of production value; developing countries have to reduce their AMS by 13% and limit de minimis support to 10%. No limit was set on the Blue Box.

Since the Uruguay Round, the developed countries have been reducing their actual levels of AMS to below the allowed levels, and they were able to do this partly by shifting the subsidies from one box to other boxes. In a dispute settlement case on cotton, it was found that the US had been wrongly shielding some trade-distorting subsidies within the Green Box, and was asked to change its policies accordingly.  The US has to remove these subsidies, or to shift them into one of the trade-distorting boxes. One option is to move the subsidies to the Blue Box (which it has previously not used), and the US thus seeks to change the definition or criteria of this box to enable the shifting to take place. The EU, which makes extensive use of the Blue Box, is reducing its "trade-distorting" subsidies, but significantly increasing its Green Box subsidies (decoupled payments) under its Common Agricultural Policy (CAP) reform. The Green Box subsidies are not
under reduction discipline and thus can be raised without limit.

The EU and US have considerable leeway to (1) move trade-distorting subsidies from the Amber Box to the Blue Box and de minimis in order to make fuller use of their total allowed TDS; (2) make creative use of the Green Box which has no limits and has loose criteria at present, and thus enable some subsidies that are in effect trade-distorting to be counted as non-trade- distorting subsidies. The level of the total actual OTDS is presently far below the level of total allowed OTDS for the US and the EU. Therefore, the developed countries can afford to reduce the level of allowed OTDS significantly, before the cut reaches the level where the present actual OTDS is affected.

In the informal language of WTO negotiations, this would mean the US and EU would only cut "water" (i.e. the difference between allowed and actual subsidies) and not their actual subsidies. This is why the EU and US have been able to announce offers to cut their AMS and their total allowed TDS by a seemingly large degree, while in reality these offers do not necessitate real cuts in the present applied level (in the case of the US) or in the applied level that is already planned for (in the case of the EU, with reference to its CAP). This is one of the present stumbling blocks to the reaching of an agreement on agriculture modalities.

THE US OTDS, ITS OFFER AND THE CHAIR'S PROPOSAL

In October 2005, the US announced the following offer: It would cut the allowed AMS by 60%; restrict the Blue Box to 2.5% of production value; and reduce the allowed de minimis support from 10% to 5% of production value. This may sound generous at first sight. However, analysis has shown that in fact this offer would allow the US to have a level of total allowed OTDS of $22.7 billion. This compares with the $21.4 billion of actual OTDS in 2001 and the $19.7 billion of actual TDS in 2005 that was estimated in a simulation exercise by WTO members.  In other words, the US offer would allow it to maintain an OTDS of $22.7 billion, which is $3 billion higher than its actual 2005 level. This offer was not acceptable to its partners (namely the EU, Brazil, India and Australia) in the June and July 2006 meetings of the G6 Trade Ministers in the WTO.

They argued that the US would not have to effect any real cuts in its present OTDS but would even have the "water" or space to increase its OTDS by $3 billion. The refusal or inability of the US Trade Representative to improve on this offer was the immediate cause of the breakdown of the G6 talks, which in turn led to the suspension of the Doha negotiations in July 2006. The demand of the developing countries in the Group of 20 (G20) was that the US reduce its allowed TDS to $12 billion, and the EU reportedly asked for a level of $15 billion.

From 2001 onwards (to now), the allowed levels of trade-distorting support for the US were estimated as follows: (1) Amber Box $19.1 billion; (2) de minimis $19.8 billion (being 10% of production value), made up of $9.9 billion for product-specific support (5% of production value) and $9.9 billion for general support (5% of production value); and (3) an implied level of Blue Box subsidy of about 5% of production value. The total allowed TDS is estimated at $48.2 billion. The US actual levels in 2001 (as notified to the WTO) were: (1) Amber Box $14.4 billion; (2) de minimis $7.0 billion (made up of $216 million product-specific support and $6.8 billion general support); (3) Blue Box zero; and (4) total actual TDS $21.4 billion. The Green Box subsidies were $50.7 billion. Thus total domestic support was $72.1 billion.

The US offer of October 2005 was that it would: (1) reduce allowed AMS by 60% to $7.6 billion; (2) reduce the allowed de minimis to 5% of production or $10 billion [made up of $5 billion

product-specific support (2.5% of production) and  $5 billion general support (2.5% of production)]; and cap the blue box to 2.5% of production value or $5 billion. The total allowed TDS would be $22.7 billion (or a 53% cut from the present total allowed TDS of $48.2 billion).

In accordance with the Chair's July 2008 text, the US (being in category (b) of the tiered formula) would have to reduce its OTDS by 66-73 per cent from its base level of $48.2 bil. Thus, after the cut, the OTDS would be in the range $13-16.4 bil. In September 2007, the US indicated it could consider within the ranges of figures proposed in the Chair's text, provided the parameters of the Chair's text on other issues and the figures in the text of the Chair of the NAMA negotiations are also acceptable to other members. (See SUNS # 6328, dated 21 September 2007).  This has been taken by other members to mean that the US can now consider to reduce its bound (or allowed) OTDS to $13-16.4 billion.

Many other countries, while cautiously welcoming this indication, have also stated that the US needs to agree to the lower end of the range (i.e. $13 billion). This is especially because the actual OTDS level in 2006 had come down to $11 billion, according to reports and to officials of other countries, such as India's Commerce Minister Mr. Kamal Nath. And according to recent estimates commonly referred to at the WTO and elsewhere, the OTDS level of the US fell further to around $7 billion in 2007. The recent declines are tied to the rapid increase in agricultural prices, which has reduced the need for subsidies. Thus, the Chair's proposed range of $13-16.4 billion for the allowed level is above the present level of $7 billion for 2007, thus providing considerable "water" for increases.

Actually, when the US indicated its acceptance of the Chairs' range of $13-16.4 billion, it was not far off from the provisional offer of $17 billion that the US Trade Representative Susan Schwab had made at the Potsdam meeting of the G4 Ministers in June. She later explained to the media that if the OTDS level the US was offering had been applied in the last nine years, it would have led to cuts in 5 to 7 of those years. "Most of the years we would have seen real cuts. The US has shown extensive flexibility." What the USTR said is only partially true. In 5 recent years the United States' applied OTDS level was above $17 billion (1999, 2000, 2001, 2004 and 2005). But she forgot to mention that at the start of the implementation period of the Uruguay Round, the OTDS level was far, far below – at $7 billion.

The agriculture domestic support simulations paper (JOB(06)/151 dated 22 May 2006) prepared by Canada shows that the applied OTDS of the US was $7.7 bil in 1995, $7.1 bil in 1996, and $7 bil in 1997. It then shot to $15.1 bil in 1998, $24.3bil in 1999, $24.1 bil in 2000, $14.9 bil in 2000, $10.2 bil in 2003, $18.6 bil in 2004 and $19.7 bil in 2005. Thus, an offer of a cap at $17 bil or at $16 billion or even at $13 billion does not reflect a decrease especially when compared to the 1995-1997 levels of a decade ago, and also allows for a large amount of "water" if the 2006 level was $11 bil. And the 2007 level was $7 billion.

In any case, as the Indian Minister has correctly stated several times, domestic subsidies in agriculture are structural flaws which should not be permitted at all, similar to industrial subsidies (which are banned in the WTO). "The flaws have no exchange rates," said Kamal Nath. "Correcting flaws and distortions have no exchange rates." What he meant was that the US and EU should remove their domestic subsidies and do so without asking anything in return, since these are structural flaws. They cannot be placed in an equation of asking developing countries to "give."

THE EU OTDS, ITS OFFER AND THE CHAIR'S PROPOSAL

The European Union made its offer on domestic support on 28 October 2005. This comprised the following: 70% cut in allowed AMS; 80% cut in allowed de minimis; and restriction of the Blue Box to 5% or production. The total allowed OTDS would be cut by 70%.

Some independent analysts have estimated that the EU would also not have to reduce its already planned level of actual domestic support with its proposal. In fact there will be some "water" between on one hand what the EU has already scheduled to do under its CAP reform, and on the other hand the proposed new level of allowed trade-distorting support in its WTO proposal; and thus the proposal enables the EU to have a level of domestic support beyond what it had planned in the CAP. According to one estimate, this "water" is around Euro 6 to 13 billion, depending on the assumptions, according to the agriculture analyst Jacques Berthelot in a 2005 paper.

In an analysis of the EU offer on domestic support, Berthelot concludes: "The claim by the EU that it is offering huge cuts in agricultural domestic supports is not backed by the evidence. In fact, the EU has given itself room to increase its supports beyond what the CAP reforms have mandated it to do. This analysis shows that [EU Trade Commissioner Peter] Mandelson's offers are actually compatible with the CAP reforms of 2003-04, in that they do not commit the EU to do more than what it has already planned to do, and in fact give it the space to have supports at levels higher than it had planned under the CAP reforms."
The present estimated allowed levels of trade-distorting support of the EU are as follows: AMS Euro 67.2 billion; de minimis Euro 19 billion; and with the inclusion of the actual blue-box level (of year 2001/2) of Euro 23.7 billion, the total allowed OTDS is estimated at Euro 110 billion. In 2001/2, the actual levels of trade-distorting support of the EU were: AMS Euro 43.7 billion; de minimis Euro 1 billion; Blue Box Euro 23.7 billion. Total actual OTDS was Euro 68 billion.

Through the CAP reform, these actual levels are planned to be scaled back so that by 2008 the actual levels are expected to be: AMS Euro 18.8 billion; de minimis Euro 1 billion; Blue Box Euro 7 billion; Total OTDS Euro 26.8 billion. The EU's 28 October 2005 offer at the WTO would bring the allowed levels to the following:  the allowed AMS to be cut by 70% to Euro 20.2 billion; de minimis to be cut by 80% to Euro 3.8 billion; Blue Box restricted to 5% of production at end of implementation period to Euro 12.3 billion. The total of these three would be Euro 36.3 billion.  However the EU also committed to bring down its allowed OTDS by 70%, implying a level of Euro 33 billion.

The significant conclusion is that the EU offer to cut its allowed total TDS by 70% to Euro 33 billion still allows it to have "water" of Euro 6.2 billion above the Euro 26.8 billion that it had already planned for its actual total TDS in 2008, in line with the CAP reform. In other words, the EU's offer to the WTO allows it to increase its planned actual OTDS by more than Euro 6 billion. According to an estimate by the G20, the EU's OTDS level is scheduled to drop to 12 billion euro at the end of the CAP reform in 2014. With this estimate, the "water" would be even much larger.

In accordance with the Chair's 17 July 2007 draft modalities text, the EU (being in category (a) of the tiered formula) would have to reduce its OTDS by 75-85 per cent from its base level of Euro 110 bil. Thus, after the cut, the OTDS would be in the range Euro 16.5-27.6  bil. The EU had earlier said it could undertake a reduction rate ten percentage points higher than the US. In September 2007, at a Room E agriculture meeting at the WTO, after the US said it could work within the Chair's range of 66-73 per cent, the EU was asked if it could stick to its "10 percentage points higher than the US" position. The EU reportedly said that was still its view, but it expressed scepticism that the US would be able to undertake an upper limit of 73% cut, and the EU thus did not expect to do a cut itself that was above 80%. (SUNS #6328 dated 21 Sept 2007).

If the EU were to make an offer for a 80% cut (mid-way between the Chair's 75-85 range), it implies taking its allowed or bound OTDS to Euro 22 billion. Assuming the negotiations conclude in 2008 and take effect in 2009 or 2010, and assuming that there will likely be a 5-year implementation period, the allowed level would then be Euro 22 billion in 2012 or 2013. And this compares with the estimate of euro 12 billion at the end of the CAP reform in year 2014. There will thus be a lot of "water". At a meeting on 24 July to provide feedback to the Chair's text, the G20 stated that the EU and Japan retain considerable amounts of "water" and this is not adequately addressed in the Chair's text. The Round started with the EC commitment to bind the CAP reform; now cuts fall short even of that modest original commitment.

CONCLUSION ON DOMESTIC SUBSIDY OFFERS, CHAIR'S RANGES AND THE GREEN BOX ESCAPE ROUTE

The conclusion from the above is that even when considering only the trade-distorting support, the US and EU offers are not sufficient to ensure real cuts in the actual or the already planned levels of domestic support.

According to the trade expert Chakravarthi Raghavan, it was significant that the US had said that what it was offering was conditional on other countries making concessions. This seemed like a prelude to its strengthening the demands it would make on the developing countries, in agriculture market access, as well as NAMA and services. "This shows the folly of 'negotiating' with the US administration, when it has no trade authority," said Raghavan. "Even in private contract negotiations, no one will negotiate unless the other party has the power to negotiate and sign." Raghavan added that in substance the US offer on the OTDS cap did not really amount to anything.

"Substantially, so long as the green box category of subsidies is not disciplined and capped, it would not matter what the US offers on capping its  "trade-distorting support", since it can then operate more of its subsidies through the Green Box which has no limit and hardly any discipline at present. "And more so when at the end, the US will tell the other WTO members that any  deal will also be conditional on having a new peace clause," predicted Raghavan.

[The "peace clause" in the Agreement on Agriculture exempted WTO members from being taken to a dispute settlement panel if they were in violation of certain aspects of disciplines relating to agricultural subsidies. The peace clause has expired, thus opening members to dispute procedures. However, it is believed that the US is asking for the restoration of a peace clause (or some version of it) as part of the outcome of the Doha negotiations.]

The Green Box can be expected to be even more the major category of domestic support in future, as this constitutes an escape from having to really reduce overall subsidies. The developed countries can continue to use the Green Box subsidies without limit as the August 2004 Framework and the Hong Kong Declaration do not put a cap on these. Some of these Green Box subsidies are actually trade-distorting (as the cotton dispute decisions have shown) and should have been allocated to the trade-distorting boxes such as Amber or Blue or de minimis.

As the trade expert Bhagirath Lal Das has pointed out: "The really significant escape route is the Green Box which amounts to US$50 billion and Euro 22 billion in 2000 respectively in the US and EU and the possibility of unlimited increase in future...Thus, the Green Box, particularly its window of "decoupled income support" (paragraph 6 of Annex 2 of the AoA) will continue to be the route to give farmers unlimited amounts as subsidies."
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FEARS OF A LAST-MINUTE “CHAIR’S TEXT” AS WTO WEEK BEGINS

By Martin Khor, Geneva, 21 July 2008

The World Trade Organisation's latest and perhaps last effort to conclude key modalities for the Doha negotiations began today at an informal Trade Negotiations Committee meeting, and with most delegations pledging to contribute to the success of this week, but with several of them questioning the process by which decisions are to be taken to make a possible deal.

In particular, some developing countries are concerned about the possible or even probable tabling of revised texts for agriculture and NAMA at the "eleventh hour" by Mr. Pascal Lamy in his capacity as Chair of the Trade Negotiations Committee, with little time left for delegations to study the documents, let alone to make changes to them.

The developing countries are worried that the formal TNC meeting scheduled for Saturday may be used to "bulldoze through" or to "rubber stamp" the revised texts that may be presented a day before at the "Green Room", to which some 30-40 WTO members at Ministerial level have been invited.

The first Green Room meeting began at 4.00 pm today. Today's meeting was expected to only provide an opportunity for each Minister to briefly explain his or her positions and expectation.

Officials of some prominent developing countries are worried that they may be pressurized  at the Green Room itself to consider the revised texts while having very little time to do so, given the tight schedule of this week's events.

At a press briefing on Saturday, Brazilian Foreign Minister Celso Amorim said he had met Lamy and told him that whatever plans he may have, "it is important that if there is a revised text at some point, we have to be sure there is enough time to renegotiate on the basis of the new text.  Otherwise, we will have a Cancun type situation."

To a question on whether he anticipated a draft by Lamy late in the negotiations, Amorim said he did not think that Lamy, having a sense of fairness, would run the risk of tabling a take-it-or-leave it text for members.

"We need a minimum time to review the text," he said, recalling that in the July 2004 framework, after the negotiations, the Chair produced a final text that did not faithfully reproduce what had been intended. There was thus a big risk to put a take-it-or-leave-it text, as this could lead to a Cancun-like situation (which eventually led to a collapse of the Ministerial in 2003).

The head of delegation of another developing country that is participating in the Green Room said it was his understanding that after views are put forward on Monday to Wednesday in the Green Room on agriculture and NAMA, and after the services  signaling conference" on Thursday, there would be only one day left (Friday) for the Green Room to try to reach agreement on a wide range of issues which can be expected to be still unresolved.

At this point, a revised text by the Chair of the meeting (Lamy) may be tabled, and delegations may be asked to consider it, while in fact there would be inadequate time to have prior study, and even less time to suggest or agree to changes.

"We may at that time be faced with a serious problem, of time limitation, and the pressure to adopt it on the basis that this is the way to save the meeting and the Round itself," said the senior official.

The Minister of another developing country, who is also taking part in the Green Room, also expressed concern about the lack of clarity on the negotiating and decision-making process, and as to whether even the Green Room participants would have the opportunity to decide on whether and when a revised text should be produced, and how the Ministers and officials could be given time and opportunity to revise it.

"I am worried if a point will come when we are confronted with a new text or new texts and told that few changes can be made as time has run out," said the Minister. "I am also not sure how to react then, or what will happen."

Meanwhile, some political leaders and diplomats of countries not invited to the Green Room are even more worried, as they have the additional problem of not even knowing what goes on in the Green Room.

For them, the key question of process is how the Green Room discussions and any decisions will be transmitted to the informal TNC, and whether those in the TNC will have the information and the opportunity to also take decisions, as contrasted to being asked to endorse decisions taken in the Green Room.

At least one country, Venezuela, raised this issue at the informal TNC meeting today. Its Minister of Trade, referred to Lamy's reference to final draft modalities, and requested him to clarify when the drafts will be presented, and who will be preparing the documents, since the process would then not be guided by the Chairs of the (agriculture and NAMA) negotiating groups. "We don't want any surprises," he said.

Some delegates are also concerned that the method used by the Chair of the NAMA group, Ambassador Don Stephenson, in the final stages of his work, might be sought to be applied in this week's process of preparing a possible new draft.

Stephenson had told the delegations in his final NAMA meetings that if they had problems with parts of his text, they could try to find "convergence" among themselves for alternative language or text to replace the language they did not like.

If a consensus could not be found to change his text, then his text would stand.

This stands the normal consensus practice (i.e. that a text is not adopted unless there is consensus on it) on its head. There may be a case for it when only a tentative Chair's draft is being prepared, but it is a totally different situation when a final draft text is the subject of the decision-making process, pointed out a senior diplomat.

The Ambassador of a country that has been actively involved in the negotiations also expressed concerns over a discussion involving a Secretariat official in which the question of "freezing the negotiating papers" had been raised.

This was apparently in reference to what would happen if an agreement cannot be reached this week.

"If documents are to be frozen so that they can be re-opened again when negotiations resume some time from now, we should all decide which documents are elected," said the Ambassador.

"It should not be a Chair's draft text that is frozen. The proposals by every group or country should be still on the table if the talks are suspended, so that they are on the table when the talks resume."


AMORIM CRITICISES CARVE-OUTS FOR RICH COUNTRIES, TEXT IMBALANCES

By Kanaga Raja, Geneva, 20 July 2008

On the eve of the WTO's mini-Ministerial, the Brazilian Foreign Minister Mr. Celso Amorim attacked imbalances in the draft texts on agriculture and non-agricultural market access (NAMA) which he said gave carve-outs and flexibilities for developed countries while trying to extract maximum market access from developing countries.

The basic imbalance derives from the fact that the two texts were written with different mind-sets. The agriculture text was written with one mind-set (to find flexibilities for developed countries) while the NAMA text had the mind-set of having maximum market access to developing countries' markets, said the Minister.

He also warned that if a revised text is put forward on a "take it or leave it" basis with not enough time for countries go through it or revise it, then a Cancun-like collapse could take place.

Amorim was briefing the media on Saturday (19 July). "We came here to search for a deal. But of course, this is not an easy task and I think there are some things that have to be clarified, before we know if it's possible or not to have a deal," he said.

Amorim said that he was still worried when he hears ''some myths'' in Geneva such as that ''agriculture is almost ready and all the problem now is NAMA. This is a self-serving assertion of those who do not want to do their task in agriculture, which was, has been, and is, the engine of the Round.''

There are many things in agriculture which are not clear -- from the figures in overall trade-distorting domestic support (OTDS), the head-room for Blue Box ceiling for products, tariff simplification, sensitive products, tariff caps and the new idea of creation of quota for products that were not classified as sensitive before.

''There is a whole array of questions in agriculture that have to be solved and we don't know how they will be solved, or if they will be solved,'' Amorim said. ''We can't under-estimate that at all.''

He added that in the agriculture modalities text, ''a large part of it, a big number of paragraphs (27 paragraphs) are carve-outs for different countries.''

He pointed to paragraphs that are specifically for the United States, Norway or Switzerland. They are all carve-outs, and it is never to enhance the access to their markets or to further reduce their subsidies. ''It's the other way around''.

This basic imbalance derives from the fact that in the last few months, the text in agriculture was written with one mind-set and the NAMA text was written with another mind-set, said the Brazilian Minister. This contaminates the balance between the two texts, he said, noting that the agriculture text was written with a mind-set of finding flexiblities for the rich countries. The NAMA text was written based on the mind-set of having maximum market access to the developing countries.

He said that there was a saying that if you repeat a lie several times, it becomes the truth, referring to what some people are saying in comparing what is being offered in agriculture (by the rich countries) and with what is being obtained in NAMA (in relation to the developing countries).

''When you hear the cuts in subsidies will be something around 70%, it's because you are considering the bound level of subsidies.'' When people refer that the reductions in NAMA are small, they are using the applied tariff.

''You cannot move from one standard to another standard each time that you refer to each sector of the negotiations,'' Amorim complained, adding that ''if you want to have bound (levels of tariffs), let us have bound all the time. You want applied, let us have applied all the time."

''If you want to have applied, the amount, for instance, that's being spent now by one of the major subsidisers (an apparent reference to the United States) is half of the minimum figure that is foreseen in the text,'' he added, calling for the elimination of this double standard. ''You can't use this double standard all the time.''

Amorim also cited the instance of the Prime Minister of ''a very important country'' who until recently, did not know the difference between coefficients and tariffs (in NAMA). This disinformation comes to the highest level, the Brazilian Minister observed, saying that these things have to be unmasked.

Noting that it is common to say that there is no market access in the developing countries because they are only cutting the bound levels, Amorim said that in the case of Brazil, which has 100% of its tariffs bound, the cuts in the highest tariffs, even if all of these products are in the flexibilities, will be by 30%. ''That is not
insignificant.''

''If we don't clear the conceptual base on which we are discussing, we can never have a deal. We can't have a deal based on misinformation. It's not possible."

As to what would be necessary to have a deal, Amorim said that the real effort should be made in relation to agriculture - the amount of OTDS by a certain country today (in reference to the United States) is double the amount that they are actually spending. He said that he is also realistic, saying that he knows that he won't have an enormous cut in what they are actually spending today.

On sensitive products, he said that there are still important gaps - the number of sensitive products is 4-6% of domestic consumption. ''These are not insignificant differences when you are going to calculate the quotas.'' A big effort should be made in these areas. The Brazilian Minister also mentioned tariff caps, saying that some countries won't accept a tariff cap of 100.

He also said that one way of overloading (the NAMA agenda) are including the issues of anti-concentration and sectorals. ''This is a recipe for failure.''

There is not a buying market for developing countries for the Round, it is a selling market, Amorim noted, saying that ''you have the burden to prove that the Round
is really good.''

Some countries, including Brazil, have systemic reasons to fight for the round, but there is a limit. Others have to pay a price, and the price has to be balanced, he said. If they are not identical, they have to favour developing countries.

Amorim believed that a quick result is not easy in the modalities. There can be success only if we have in mind that this is a development round and move forward to areas which are more favourable to developing countries and realistic when things are being demanded from us - and this doesn't apply only to countries like Brazil, India and China which have become a sort of the "devils" for rich countries, but also speaking for SVEs or other countries whose problems are not solved yet.
Either you do that or maybe we'll have to wait three or four years, because I take it that public opinion in the world is changing,' said Amorim.

Public opinion in the developed world is also changing, he said, pointing to recent remarks by EU Development Commissioner Louis Michel saying how can the EU say that they want to eliminate poverty and hunger in the third world and at the same time continue giving subsidies, and by doing that, disabling producers in the developing world.

''Public opinion is in our favour. If we lose this moment now, it will take three or four years, but probably we will have a round still more favourable than this one,'' said Amorim. ''Of course, there are risks and this is where the systemic reasons come, to try to have it now. But you can't operate just as you operated in the past, trying to extract the maximum from the weakest and give the minimum from the stronger. This time is gone.''

On his meeting with Lamy Saturday, his message to the Director-General on the process was that whatever the plans, it is important that if there is a revised text at some point after discussions, we have to be sure that we have to have enough time to re-negotiate on the basis of the new text. Otherwise, said Amorim, ''you may have a Cancun-like scenario.''

In response to a question, Amorim said that in Cancun, the text that was on the table was not the basis for negotiation. Here, on the basis of what is on the table, provided that ''we move to the more development-friendly figures, we may come to a result. There is a fundamental difference between this and Cancun. It's only in the case that this is not done, we may have a Cancun-like scenario.''

Asked to elaborate on Brazil's applied tariffs in NAMA, Amorim said that he is always glad to talk about applied tariffs, provided that people also talk about applied subsidies, which they are not doing. He said that those products with the highest tariffs - 35% in the case of Brazil - they will fall to around 23-25%, depending on the coefficient. That is not the drop that we will see in many agricultural products considered sensitive.

He added that many of the tariffs in textiles are about 18-20% applied, and it is bound at 35%. It does make a difference, he said. ''What we cannot accept is the double standard of using the bound level for subsidies and applied level for the tariffs.''

Asked whether it was in Brazil's interest to maintain the G20 alliance as it was an exporting country, Amorim said that ''we would have never ever have come to the situation that we were now if [it] were not for the G20.''

He said that in the past, developed countries, in this case the European Union, would use this division between the developing countries to disqualify the argument of the Cairns Group (of agricultural exporters). ''It was by making this coalition that we brought these negotiations to the point that we have brought.''

''As a balance, I think the G20 has played a very, very important role, and will continue to play an important role until the end of this negotiation, and might I say, and beyond,'' he said.

Asked about the unfair ''rate of exchange'' between developed and developing countries, and if it is still possible to insist on a tiered formula in NAMA where developing countries undertake lower percentage reductions (in line with the Doha mandate), Amorim replied that ''I think it will be very difficult to change methodology at this stage in time.''
''I am not here looking for absolute justice. I am looking for a deal that is acceptable to me, that can being benefits to me and... other developing countries and whose price is not too high.''

Explaining why the price cannot be high, Amorim used the analogy of purchasing a used car as compared to a new car. "A used car is still useful. But I cannot pay the price of a new car when buying a used car."

To a question whether the Chair's numbers for the United States' overall trade distorting domestic support should be changed because of the changed situation (where the US actual subsidies had now fallen below the Chair's figures), Amorim said the value of the Chair's figures is now less important than a year ago.  

The meaning has changed, so that has to be taken into account, he said. Some limitation is useful, but it is not the same value. "This is why I spoke of buying a used car," he said.

Asked if he would be willing to accept a text by Director-General Lamy if there is no conclusion in the first three days of the mini-Ministerial, Amorim said that ''I don't think he (Lamy) would run the risk of putting a text, take-it-or-leave-it, for the membership. I think this would really create a very bad scenario. I don't think this will happen...I think it will be a big risk just to put a text on the table and say take it or leave it.''


NORTH ACCOUNTABLE FOR DISTORTIONS AND RESTRICTIONS – G20

By Kanaga Raja, Geneva, 21 July 2008

The developed countries are accountable for the main distortions in agriculture trade and policies, and they must show that they are prepared to live up to their responsibilities of reform by delivering on the Doha mandate for substantial reductions in trade-distorting domestic support, substantial improvements in market access and for elimination of all export subsidies.

This was one of the key messages of the G20 developing countries in a communique issued following a meeting of their Ministers and senior officials on Sunday (20 July) to discuss their approach, just before a WTO mini-Ministerial gathering got underway at the WTO on Monday (21 July).

The G20 also emphasized that the number of flexibilities for developed countries in the current Draft Modalities, which are intended to preserve distortive policy space in domestic support and market access, must be significantly reduced.

In its communique, the group reaffirmed that the unity of the G20, as on previous occasions, would allow it to continue to be a major driving force in the agriculture negotiations. It remains firmly committed to a result that lives up to the Doha Mandate, in particular the common goal of eliminating the trade-distorting policies maintained by developed countries.

The G20 said that it has consistently stressed the centrality of Agriculture in the Doha Round. "Agriculture will determine the level of ambition of the Development Agenda. This is a political imperative deriving from the Doha Mandate to place Agriculture and Development at the heart of the multilateral trading system."

"Developed countries are accountable for the main distortions and restrictions in agriculture trade and policies. At this critical juncture of the DDA (Doha Development Agenda) and of the global economy, developed countries must show from the start of negotiations that they are prepared to live up to their responsibilities of reform by delivering on the Mandate for substantial reductions in trade-distorting domestic support; for substantial improvements in market access; for the elimination of all export subsidies," said the communique.

The G20 Ministers and Senior Officials stressed that a substantial outcome must be achieved in the three pillars of the negotiation. The multi-layered nature of the distorting policies applied by developed countries requires comprehensive solutions in Domestic Support, Market Access and Export Competition.

On Domestic Support, said the G20, it will be necessary to achieve effective cuts in the Overall Trade-Distorting Domestic Support (OTDS), taking into account the change in the pattern of world prices and its impact on current level of domestic support; equally essential are credible and effective product-specific disciplines to avoid concentration of expenditures, with deeper and more expeditious commitments for Cotton; disciplines to ensure that Green Box policies have no, or at most minimal, effects on production and that green programmes of interest to developing countries are addressed.

On Market Access, the G20 communique said that developed countries must deliver an outcome that fulfills the Doha Mandate for substantial improvements in market access and the Hong Kong Mandate for balance between Agriculture and NAMA (Paragraph 24).

The formula for tariff cuts must be ambitious, particularly on the top band, and the minimum average cut of 54% must be respected, in line with the G20 proposal. The tariff capping must be effective and apply for both sensitive and non-sensitive products.

Developed countries must show results of meaningful TRQ (tariff rate quota) expansion that effectively compensate for the deviation from the formula cut for sensitive products, said the G20, adding that it remains firmly against the creation of new TRQs, which would be "a step backwards" in the objective of long-term reform in Agriculture.

The G20 stressed its firm position on the elimination of the SSG (special agricultural safeguard) for developed countries from the beginning of the implementation period. Conversion of all agricultural tariffs to simple ad valorem terms, in line with the G20 proposal, is essential to ensure transparency, predictability, and the overall balance in market access.

Modalities must also effectively deliver on the mandate for Tropical and Alternative Products, Tariff Escalation, and Preference Erosion, as well as effectively address the particular concerns of RAMs (recently acceded members) and SVEs (small and vulnerable economies).

On Export Competition, said the G20, the end period agreed in Hong Kong for the elimination of all forms of export subsidies must be respected. The G20 recalled the need to reach effective disciplines that address developing countries' concerns on Food Aid, STEs (state trading enterprises) and Export Credits. The concerns of the NFIDCs (net food importing developing countries) must be fully addressed.

The G20 Ministers and Senior Officials also emphasized the importance of a strengthened and improved Monitoring & Surveillance mechanism to ensure compliance with new commitments and disciplines.
The G20 underscored the importance of making Special and Differential (S&D) treatment operative and integral to the negotiations in the three pillars. It also stressed the importance of overall proportionality in commitments, and emphasized the vital role of SPs (special products), in addressing the food security, rural development and livelihood concerns of developing countries, and of the SSM (special safeguard mechanism).

Transparency is an essential element to modalities. Required data in the three pillars must be provided by developed countries in advance, the G20 underlined.

The G20 said that it will approach and assess the negotiations this week by reference to these parameters. The G20 Ministers and Senior Officials emphasized the imperative of balance within and between different areas of the negotiations, in line with the principle of special and differential treatment.

They also emphasized that the number of flexibilities for developed countries in the current Draft Modalities, which are intended to preserve distortive policy space in domestic support and market access, must be significantly reduced.

The G20 said that it is ready to work constructively with all WTO Members to reach full modalities in Agriculture by the end of this week. The G20 will continue to work closely with other developing country groups to ensure an outcome that delivers on the development dimension of the Doha Round.


DEVELOPING COUNTRIES URGE NORTH TO SHOW LEADERSHIP

By Kanaga Raja, Geneva, 21 July 2008


The major developing-country groupings at the WTO have urged the developed countries to show leadership by indicating from the outset their readiness to fulfill the mandate for a Development Round. They recalled that the development dimension of the Doha mandate called for greater effort from the developed countries.

This urging came in a joint statement issued on Sunday (20 July) by the G20, the G33, the NAMA-11, the ACP Group, the Least Developed Countries (LDCs), the African Group, the Small, Vulnerable Economies (SVEs) group, the CARICOM, and the Cotton-4 (Benin, Burkina Faso, Chad and Mali).

The Ministers and senior officials of the G20 and the coordinators of the G33, the NAMA-11, the ACP Group, the LDCs, the African Group, the SVEs, the CARICOM and the Cotton-4 held a meeting to review the situation in the Doha Round, on the eve of the WTO mini-Ministerial gathering that got underway on Monday (21 July).

The Groups stressed that developed countries must show leadership by indicating from the outset their readiness to fulfill the mandate for a Development Round. At the same time, the Groups expressed their commitment to play a role in the negotiations and make a contribution in line with the development dimension of the mandate.

The Groups emphasized that the full integration of developing countries into the multilateral trading system will only be achieved if the WTO reflects their development needs and concerns. 
"This is why the Doha mandate placed the needs of developing countries at the heart of the work program."

They also emphasized the central role of the agriculture negotiations in the Doha Development Agenda. Most of the world's farmers live in developing countries. They continue to be burdened by gigantic trade-distorting subsidies and prohibitive market access barriers in developed countries.

"Addressing these distortions effectively is the most important unfinished task in the WTO," said the Groups.

The Groups recalled that the development dimension of the Doha mandate called for greater effort from the developed countries. They also stressed that negotiations must ensure that there is a comparably high level of ambition in market access for agriculture and NAMA, to be achieved in a balanced and proportionate manner consistent with the principle of S&D (special and differential treatment).

Although Agriculture and NAMA are the central elements of negotiations this week, the Groups emphasized the importance of the overall balance in the DDA (Doha Development Agenda) and of meaningful development-oriented results in other areas.

The Groups noted that S&D is an integral horizontal component of the negotiations in all areas. They stressed the importance of less than full reciprocity in reduction commitments, flexibilities and other concerns in NAMA for industrial development in developing countries.

They also emphasized the vital role of SPs (special products), in addressing the food security, rural development and livelihood concerns of developing countries, and of the SSM (special safeguard mechanism).

The Groups acknowledged the importance of the full implementation of the Hong Kong Ministerial Decision on Duty Free and Quota Free market access, the simplification of rules of origin and other issues raised by the LDCs. They underlined the need to address the interests and concerns of NFIDCs (net food importing developing countries).

They underscored the need to find adequate responses to the trade-related issues raised by the SVEs, and underlined that the particular concerns of recently acceded developing Members must be effectively addressed.

The Groups recognized the necessity of addressing the issue of tropical and alternative products according to the mandate. They also recognized the mandate on long-standing preferences and the need to address the different aspects of the issue of preference erosion.

They highlighted that the issue of cotton must be addressed ambitiously, expeditiously and specifically in its trade-related and developments aspects, on the basis of the proposals submitted by the Cotton-4.

The Groups pledged to maintain the unity and cooperation among developing country groups. They committed themselves to work constructively so as to reach full modalities in Agriculture by the end of this week.

They underlined the need for a truly multilateral, transparent, and bottom-up process. They reaffirmed the common objective to ensure an outcome that delivers on the development dimension of the Doha Round.


SCHWAB PUTS ONUS ON DEVELOPING COUNTRIES FOR SUCCESS AT WTO

By Kanaga Raja, Geneva, 21 July 2008

At a press briefing Monday, the US Trade Representative put the onus on "rapidly emerging developing countries" to offer new market access as the key to the success of the mini-Ministerial process at the WTO, and evaded specific questions as to whether the United States could improve its offer on reducing domestic farm subsidies since the prices of farm products are now so high.

To have a meaningful development outcome in the Doha Round, there is need to secure new meaningful market access in agriculture, manufacturing and services, and "rapidly emerging markets" are key to this negotiation in terms of the contribution that they can make to a successful outcome, said Ms. Susan Schwab on Monday morning at the WTO.

She also said that while the US was prepared to contribute with regards to its trade-distorting domestic support, its move on subsidies has been a convenient target for a lot of countries that would rather not get to the other parts of the negotiation, namely, the market access parts of the negotiation.

The US is committed to the outcome of this round, the USTR stressed, adding: "There is no question about that... We have been all along and will continue to be a leader in this round."

But she added that "to have a meaningful development outcome to this round...we know that we have to secure new meaningful new market access in agriculture, in manufacturing and in services," and that this is particularly with respect to "the rapidly emerging markets that are so key to this negotiations in terms of their involvement and in terms of the contribution that they can make to a successful outcome."

She also said that this is not the time for falling back on tired rhetoric designed to perpetuate old divisions or to create new ones.

Asked about the high price of commodities and whether it will help the US to put a new proposal on the table, Schwab said that on the question of high food prices, high energy prices and economic uncertainties in the world, a successful Doha outcome really can make a positive contribution.

The elimination/reduction of export restrictions on food is critical, she said, also mentioning that elevated food prices would enable countries to lower import barriers, lower subsidies, eliminate export subsidies, and use this negotiation to help reduce some of the distortions in the market, rather than use the situation in the market as an excuse not to act.

Asked about the obstacle of the US farm subsidies and whether there is going to be any movement on that following the approval of the Farm Bill, Schwab said that "we know that we have a contribution to make when it comes to our trade-distorting domestic subsidies. We will make that contribution. We know that we have a leadership role to play in this round.
"We also know that the US move on subsidies has been a convenient target for a lot of countries that would rather not get to the other parts of the negotiation, namely, the market access parts of the negotiation, whether in terms of agricultural market access or manufactured goods or indeed services," said Schwab.

She added that the US was prepared to make its contribution, but in the context of a successful round that has the promise of generating "new trade flows."
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INITIAL SCEPTICAL RESPONSE TO US OFFER ON DOMESTIC SUPPORT


By Martin Khor, Geneva, 22 July 2008

An offer by the US Trade Representative that her country's overall trade distorting domestic support (OTDS) ceiling be brought down to $15 billion was met with sceptical initial responses by negotiators of several developing countries, especially since the offer was coupled with the
demand that the United States should not face legal challenges on domestic support at the WTO.

The announcement by Ms. Susan Schwab was made at a press briefing at the WTO, just an hour before the second session of the Green Room meeting.

She said that the US is prepared to reduce its allowable OTDS to $15 billion, from the current level of $48 billion, and from its previous offers of $22.5 billion in 2005 and $17 billion in July 2007 at the G4 meeting in Potsdam.

The $15 billion level is within the bracketed range for the US in the agriculture text (10 July 2008).  The 66-73% reduction of OTDS in the text translates into $13-16.4 billion for the US.

Schwab said her offer was on condition the US would get adequate extra market access to developing countries in agriculture and NAMA.

She also controversially said that the US needs assurances that its programme is not going to be subject to legal challenges that could reduce the figure even further.

To a question, Schwab denied she was advocating a restoration of the "peace clause" (which has expired). But her elaboration on the need not to face a legal challenge, presumably on farm subsidy issues, left the impression that the US wanted "some kind of peace clause", in the jargon that is now going around the WTO halls and corridors.

The offer by Schwab of $15 billion did not impress WTO diplomats, trade journalists or NGOs, mainly because the actual OTDS level in 2006 and 2007  had fallen to $11 billion and $7 billion reportedly.

Thus, developing country Ministers and officials in recent days have criticized the text's range as allowing the US to have a level of allowed OTDS that is double the current actual level.

That is a lot of "water", in WTO negotiating jargon.

Asked what he thought of the Schwab offer, the head of a leading developing country's delegation said: "It won't fly.  It's not going to work."

Senior official of another developing country that is one of the main demandeurs of an improved US offer on OTDS dismissed the $15 billion level as being of little utility, especially since the high farm prices at present had reduced the subsidy levels in the US.

He was even more cynical about the US condition that it must get "some kind of a peace clause", as the official put it.

"This will make whatever disciplines we have on domestic support useless, as they can then be violated without consequence."


DID SCHWAB MEAN THE US TO HAVE A PEACE CLAUSE PLUS?

By Chakravarthi Raghavan, Geneva, 22 July 2008

The remark of US Trade Representative Susan Schwab today that the US could go down to $15 billion in OTDS, "provided there will be no WTO legal challenge to the US on domestic subsidy issues", is so sweeping that it could mean anything.

It seemed more like a Peace Cause Plus or the Mother of all Peace Clauses.

[Some media persons at her press conference wondered whether it was a "kind of peace clause". But the way the USTR worded it, it seemed to be much more.

Taken at face value, her words It is more of a 'peace clause plus'. It would be the "mother of all peace clauses" in agriculture. It would mean that agriculture domestic subsidy questions could not figure in a WTO dispute at all.]

Schwab said at the press briefing: "Also we need the assurances that if our programmes are going to meet these disciplines that they are not then going to be subject legal challenges that they are going to be reduced even further".

Schwab also said: "The so-called peace clause has expired. We are not expecting the peace clause as it existed to be reinstated. I do think though that its impossible for us to go back to the farm community, and doesn't really make sense, if we reach an agreement in the Doha Round on trade distorting domestic support and where it will be capped, if then a legal challenge could result in it being made even lower. As long as the US is sticking to its commitment, it's only common sense
that that commitment be upheld."

Though Schwab is not a lawyer, she has been involved in trade policy and has been a negotiator, both for the private sector in negotiating accords with governments, and in the US government for so long that it is difficult to make out easily whether she is merely unclear to the media, or deliberately obfuscating what she wants to ensure.

For any legal challenge can come, after an agreement is signed and adopted as part of implementing legislation by the United States, and in disputes raised at the WTO. Such a dispute can only arise on the ground that the domestic subsidy measures the US is providing in the agriculture sector is not according to the disciplines, or that certain subsidy measures and practices of the US are trade-distorting, but have not been so classified and notified (e.g. if they claim something is non-trade-distorting, and classify it as a 'green box', but can be shown
to be really trade-distorting).

So, when Schwab says that once an agreement is reached on an US OTDS of $15 billion, and on that basis the US submits a schedule and it is accepted by others, it should not be open to challenge, she appears in fact to be saying that subsequently there can be no challenge at all.

If that be so, it is almost like the Bush administration's claims that those it has classified as enemy combatants and kept in Guantanamo cannot challenge it in US courts under Habeas Corpus (the US Supreme Court has rejected this).

The old "peace clause" in the agriculture agreement (AoA) - the Article is titled 'Due Restraint' - is Article 13. It applied only "during the implementation" period, and it provided a limited carve out from the provisions of GATT 1994 and the Agreement on Subsidies and Countervailing Measures (SCM), but only when the WTO member concerned conformed to the domestic subsidy provisions of the AoA.

[The Marrakesh Treaty and the agreements annexed to it was treated as a Single Undertaking, and everyone was required to join every agreement. In normal international law (or international public law, since the US has never ratified the Vienna Law of Treaties, and the US interpretations are nuanced and somewhat less than the Vienna Law of Treaties), when two parties have signed two or more treaties, both have to be conformed to. But this is subject to certain principles of
interpretations - generally, the subsequent identical treaty will be treated as superceding the earlier one; a particular treaty on a particular subject or particular  will be viewed as over-riding a more general one etc.

Subsequently, the Appellate Body gave a ruling that in settling disputes and as a treaty interpreter

it would interpret the various agreements in such a way as to remove the contradictions, so that everyone would need to observe every one of the Marrakesh treaties. This is an encroachment by the AB into an area and preserve, namely authoritative interpretation of the provisions of the Marrakesh Treaty and its agreements, that has been reserved exclusively to the remit of the Ministerial Conferences, and when they are not in session to the General Council.  But to avoid confusing the arguments on Schwab, we can put this aside.]

In terms of Article 13 (a), if domestic support measures conform fully to the provisions of Annex 2 of the AoA (the annex sets out the exemptions from reductions in subsidy commitments - and lists the various kinds of subsidies that can be provided, without being hit by the AoA and its reduction commitments), then they shall be:

( i) non-actionable subsidies for purposes of countervailing duties (duties covered by Art VI of GATT and Part III of the Subsidies Agreement), ( ii) exempt from actions based on Art. XVI of GATT 1994 and Part III of the Subsidies Agreement; and ( iii) exempt from actions based on non-violation nullification (a party may not have violated any obligation, but nevertheless has taken measures that has nullified benefits expected by the other party - a provision seldom or never invoked in GATT history).

Similarly, under Art 13 (b) certain other domestic support measures (that conform fully to Art. 6 of the AoA including some specifically mentioned), shall be exempt from countervailing duty actions, unless there is first a determination of injury or threat etc.

And under Art 13 ( c) export subsidies fully conforming to the disciplines of the AoA, shall be subject to countervailing duties only after a definite finding of injury or threat; and shall be exempt from any actions based on Art XVI of GATT – the general GATT provision on subsidies, and prohibition of export subsidies.

Thus, the scope of the old peace clause was limited.

In order, to complain of a violation of disciplines against dumping, subsidization etc or any other GATT provision or any other Marrakesh agreement, the complainant had first to show that the other party was in violation of the disciplines on domestic subsidy in the AoA. This necessarily meant legal challenge to the US on agricultural domestic subsidy measures. For example in the
cotton dispute, Brazil had first to prove that some of the subsidies provided by the US in respect of cotton were not in conformity with the AoA, and then go on to lay claims and prove its case under the SCM agreement.

But Schwab's statement at the press conference (unless it is claimed to be a "mis-speak", a familiar term in the Bush administration) would appear to be a push for a provision that it could not be challenged at all. If this is what she really meant, it would be a Mother of all Peace Clauses.


DIFFERING VIEWS FROM SOUTH AND NORTH MINISTERS AT WTO

By Martin Khor, Geneva, 22 July 2008

There were clearly different priorities on the minds of Ministers and senior officials from developed and developing countries when they spoke at the first two days of the World Trade Organisation's week of decision on establishing modalities on agriculture and non-agriculture market access (NAMA).

Several developing-country Ministers spoke on the imbalances they found in the Chairs' texts on agriculture and NAMA (issued on 10 July), and on the need for developed countries to show more commitment especially in reducing their agricultural subsidies. They complained about the biases against developing countries in pressuring them to open their agriculture, industrial and services markets, too extremely, which would adversely affect their local producers and their development.

On the other hand, Trade Ministers of the EU, Japan and the US spoke on how they were undertaking serious commitments, and how in return they need the developing countries to contribute in giving real market access in all three areas.

The speeches were made at the "informal Trade Negotiations Committee meeting" to which all WTO members are invited. The TNC meeting is taking place each morning. In contrast, only selected countries (some 30-40) are invited to attend the "real negotiations" or the so-called Green Room meetings, held in the afternoon and evening.

China's Commerce Minister Mr. Chen Deming said there are quite a few imbalances in the agriculture and NAMA texts that require urgent solution. Agriculture is at the core of the Doha negotiations and developing countries put agricultural issues at the top of their national economic development agenda. For China, making a rational policy choice on issues that have significant 
bearings on the livelihood of eight hundred million farmers is not only an issue of economic
consequence, but an issue of political importance as well.

In the texts, the interests of developing members are yet to be fully addressed in areas such as the cut on OTDS, Sensitive Products, Special Products, TRQ administration, in-quota tariff rate reduction and SSM. Therefore, the texts need to be further improved.

Given the soaring prices of global agricultural products, the key Members are now in a better position to, and should, make substantial cuts in their trade-distorting domestic support. The issues on SPs and SSM must be addressed to meet the needs of millions of poor subsistence farmers.

On NAMA, said the Minister, some issues are still pending, such as the lower coefficient for developed Members, anti-concentration, sectorals and preference erosion. Proper solutions have to be found.

India's Commerce Secretary Mr. G. K. Pillai called for the developing countries' core concerns on livelihood and food security to be taken fully on board through special products and special safeguard mechanism. On NAMA, the outcome must respect the less than full reciprocity (LTFR) mandate and that developing countries can retain their policy space to protect infant and vulnerable industries.

India also expects a strong outcome from the services signalling conference. Although it had indicated positive response on some requests, "we are yet to receive strong signals in reciprocation. In the absence of such signals, we will find it difficult to sustain our enthusiasm while negotiating agriculture and NAMA."

On Rules, India said that despite repeated requests, it had not received a revised text addressing the serious imbalances. On fishery subsidies, India, China and Indonesia had tabled a draft text for Ministerial decision.

On TRIPS, the joint submission by over 100 countries highlights the expectations of a large majority of members that the Ministers will give guidance on the three issues for negotiations as part of the single undertaking.

Venezuela's Minister of Trade said his country had joined some others to oppose the NAMA text from the start, as it was not in accordance with the mandate of less than full reciprocity of Doha. In fact, the LTFR principle had been inverted by the text against the developing countries. The percentage reductions in average tariffs for developing countries are double that of developed countries, which is opposite to the mandate of paragraph 16 of the Doha Ministerial Declaration.

Venezuela said that with the Swiss formula and the combination of the coefficient and flexibilities, it is not possible to have a contribution from Venezuela that is in line with the mandate, which explains why it asked for more flexible treatment, especially since it had special characteristics.

In services, Venezuela reiterated its position to reject the idea of a new text, which is outside what was contemplated in the Hong Kong Declaration. The recent text was produced by a small group of countries and covers only the needs of developed countries. It called on the Chair of the services negotiations to limit himself to produce only a report on the status of negotiations, and he must not indicate that there is no consensus to present a new text.
On the process, Venezuela said it was not clear how delegations not invited to the Green Room can evaluate the output of the meeting. The informal TNC sessions were not adequate since there were only oral reports of the Green Room and the format of meetings is not positive for developing countries. Venezuela added that it was time to rethink the legitimacy of the exercise.

On agriculture, Venezuela said there is not special and differentiated treatment for developing countries in 3 areas. The push to get developing countries to reduce their tariffs are very harmful to producers, while developed countries are not committed to reduce their subsidies. The draft on special safeguard mechanism imposes limits to its use, such as that the duty cannot be raised above the Uruguay Round levels, which cancels the effectiveness of the SSM. And the draft also seeks to impose too many limits to the used of the special products.

Brazil's Foreign Minister Celso Amorim told the TNC meeting that the late former GATT Director General Mr. Arthur Dunkel, "once said to us, when we were preparing for the final steps of the Uruguay round that he was aiming at the Everest and I asked him, since we were in Geneva, if it would not be more realistic to aim at the Mt. Blanc. So, all those who have lived in Geneva know there is a false Mt. Blanc, which unfortunately is called the "Mt. Blanc des Anglais". So my only fear is that people might be asking for the Everest but delivering the "Mt.
Blanc des Anglais".

Amorim said he came to Geneva with the best disposition to conclude the negotiation of the modalities on agriculture and NAMA, so that we can finish the Round this year. A deal is possible, but this would require a lot of hard work. We must keep ambition and we must also be realistic. We must above all not believe in myths.

He said some important points are open in agriculture, although we often hear that agriculture is almost ready. He listed the following: OTDS reduction - the margins are still very large; flexibility for phase-in of amber subsidies reduction; policy space for blue box subsidies limits; reduction on cotton subsidies (and cotton goes even beyond the question of subsidies); tariff capping - we don't know actually where we will be; increase of the number of products eligible for sensitivities – the so-called quota creation, which establishes a zone of indetermination in the
agriculture texts; size of tariff quotas; tariff simplification; in-quota duties; special safeguards; other duties and charges. All these things show very clearly that the idea that the text in agriculture is almost ready is certainly a myth.

Amorim added that reading the agriculture text, we can take the conclusion that, despite of all the good effort, that text was built on a logic of accommodating exceptions rather than seeking ambition. Almost 30 of the paragraphs in the agriculture text establish specific carve-outs for specific countries.

"The NAMA text, on the contrary, was built on the logic of forcing countries, especially developing ones, out of comfort zones. Although some flexibilities were lately introduced, the logic of the NAMA still has a totally different nature. "I will say here that the attempt to extract an additional price in terms of anti-concentration or disguised mandatory sectorals would overload the negotiation and make a conclusion impossible...If we opt for the more
development friendly option whenever we have it, we will have an easy way to success. If we do not, we may have a tortuous way to failure."

Bangladesh's Minister for Commerce, Dr. Hossain Zillur Rahman, said the recent abnormal price hikes has adversely affected the economy of Bangladesh by sharply raising import costs. For example, only a year ago, Bangladesh needed to export two and half dozen shirts to import a barrel of oil, but now it has to export four and half dozens. Thus even to maintain our current level of activities, we need greater access to the world market.

Hossain Rahman said the key issue for Bangladesh is DFQF (duty free quota free status) which provides commercially meaningful market access and offset preference erosion that LDCs such as Bangladesh will suffer as a result of the envisaged tariff reduction under NAMA and Agriculture negotiations.

He added that there is a need to help these LDC sustain their performance by providing additional incentives, rather than penalise them for their hard-won successes which are likely to be undermined under the proposals in the current texts. The question is what signals does multilateral trading system transmit to LDCs if their hard-earned small successes become their worst enemies?"

He urged the Members to liberalise their service markets in areas and in modes of supply of export interest to LDCs as promised by Members as part of LDC modalities.

European Trade Commissioner Peter Mandelson said this is a moment of decision. "There is also a sense of negotiating fatigue of the sort that has indicated the end of trade rounds in the past. As we all know, after the summer, the political window will close."

The key question as I see it is whether, based on the texts, the necessary balance of effort can be achieved between developed and developing countries - apart from the poorest and most vulnerable. Developing countries must feel that this deal does them justice. I believe it will." On the European side, he said that on agriculture, the EU will be the major net loser in any deal. On agricultural support, the EU will slash its overall subsidy ceiling by almost 100 billion euros.

There is now full transparency on the volumes of new access that we will extend through TRQs for any potential sensitive products. We have front-loaded commitments on farm export subsidies and are ready as part of a deal to eliminate them completely and for good.

In NAMA, Europe will cut every tariff line, without flexibilities - no exceptions, no loopholes - for 1000 billion euros of imports.

"On services, too, our offer is unparalleled and we are ready to go even further, especially on developing country priorities, so long as we get clear commitments to proportionate offers from others." It also insisted the deal must include Geographical Indications.

Mandelson said whereas the EU gave clear indications of which agricultural products will be affected by cuts, we have no idea in NAMA which products will be sheltered. That has left us with far too little clarity as to what exactly we can expect to gain from the Round.

"We need bankable assurances that flexibilities will not shelter entire sectors. Hence our insistence on an anti-concentration clause. Why should European industries like cars and textiles see their tariffs slashed to less than 6% at home while the tariff protection of the same sectors remains untouched or barely affected in the fastest growing economies in the world?

"Only a limited number of developing countries must accept tariff cuts imposed by a NAMA coefficient. They must be real. These cuts must provide some new market access in practice. That is the political bottom line. Nothing else will work for us. Nothing else will close the deal."

US Trade Representative made a brief and general statement, along the lines of her press briefing, saying that the US would take a leadership role but others must contribute. (See SUNS #6522 dated 22 July 2008).

Japan also asked explicitly for developing countries to open their markets. It said the agriculture results would cause domestic pain to Japan and to sell the Round to its domestic constituencies it must have gains in NAMA, services and rules big enough to offset the pain in agriculture.

"In NAMA we definitely need coefficients and range of flexibilities that can deliver real improvements in market access, a substantively meaningful anti-concentration clause and indications on participation in sectoral initiatives in sectors such as electronics/electricals and chemicals.


CLASH ON NAMA ON THE CARDS AS NAMA-11 ATTACKS TEXT


By Martin Khor, Geneva, 22 July 2008

Ministers of key NAMA-11 countries have strongly criticized the latest text on non-agricultural market access (NAMA) during the open informal Trade Negotiations Committee meeting at the WTO, taking place in parallel to the negotiations in the exclusive Green Room meetings.

South Africa's Trade Minister on 22 July at the TNC introduced a NAMA-11 Ministerial Communique and also made a lengthy statement detailing the problems with the text issued on 10 July by the Chair of the NAMA negotiating group, Canadian Ambassador Don Stephenson.

A day earlier, Argentina's Minister also made a strongly critical statement at the TNC, saying that the text was not fit to be used for this week's process at the WTO. Asking developed countries to cut tariffs by less than developing countries is "completely out of the question."

At the same time, the Venezuelan Minister attacked the NAMA text for giving "small vulnerable economy status" to major developing countries which only have to cut their tariffs by less than 30% whereas developing countries' reductions were 40 to 60 per cent.

The charge that the NAMA text is imbalanced and has to be corrected was also made by Ministers of Brazil and China and India's top trade official. (See separate article).
 
The NAMA-11 Ministers' positions are in contradiction to the demands made by Trade Ministers of the USA, EU and Japan, who are asking the "emerging developing countries" to have deep NAMA commitments so that they can "sell" their own agriculture commitments to their national constituencies. (See separate article).

A major clash in the Green Room between the NAMA-11 countries and the major developed countries is thus to be expected.

South Africa's Minister said that the development commitment in the Doha Declaration is under threat and that while it is important to conclude negotiations as soon as possible, "this cannot be at the expense of the Round's development content."

Meaningful outcomes in agriculture with changes in rules and that allow developing countries to realize their comparative advantage is the essential measure of the developmental content of the Round, said South Africa.

There is no indication that South Africa farmers will obtain any new market access into developed countries' agricultural markets and also that there will be no real cuts in their overall trade distorting domestic support.

South Africa said in the last two years the NAMA texts that emerged consistently ignored the positions of NAMA-11 (which South Africa coordinates).  It is difficult to accept a process which ignores our positions.  In contrast to the agriculture text, the NAMA paper is highly circumscribed. It sets out a narrow range of coefficients and offers flexibilities with a double constraint in terms of percentage of tariff lines and trade volumes that can be covered.

"We cannot accept proposals that reverse the principle of less than full reciprocity for developing countries," said South Africa. It criticized demands that result in developing countries having to reduce their tariffs deeply and in excess of the cuts by developed countries. "These demands are inconsistent with the Doha mandate and cannot be a basis for concluding the Round."

Demanding an adequate level of flexibilities, South Africa said the minimal levels given cannot accommodate developing countries' concerns. It is also deeply concerned that the new proposals on anti-concentration and sectorals will further limit the already limited flexibilities. These proposals can lead to the breakdown of this process.

Noting that South Africa is asked to make cuts in applied tariffs in 60% of tariff lines and at rates of 25% in sensitive sectors, the Minister said anything short of a significant expansion of flexibilities and an appropriate increase in coefficient will be politically, economically and socially very difficult to justify in a country with 23-26% unemployment. "At outcome cannot be at the expense of our industrial development prospects or at the expense of deepening unemployment and poverty."

Argentina said agriculture is far from "stabilized". On domestic support, there must be effective cuts in OTDS, product specific disciplines in amber and blue boxes and the green box payments must not be trade or production distorting.

It added that the NAMA draft is "not fit for this horizontal process" since the Chair did not factor in the views of developing countries. If the principles and mandates of the Round are not respected, the process would be meaningless. It stressed the principle of less than full reciprocity in reduction commitments, and para 24 of the Hong Kong declaration on comparable ambition in agriculture and NAMA.

Although Argentina is willing to compromise, "accepting that average cuts for developed countries could be lower than those for developing countries is completely out of the question."

Meanwhile, the Ministers of the NAMA-11 met on 20 July in Geneva and issued a Communique.  It said that the "Ministers viewed the text as being seriously imbalanced."

The Ministers reaffirmed the NAMA-11 position that the spread of coefficients between developed and developing countries needs to be made consistent with the mandate and the principle of less than full reciprocity in reduction commitments.

They regretted that the proposal continues to ignore the positions of the NAMA-11 on the issue of the ranges, and pays no attention to the needs of an important group of developing countries.

They said the proposal on the coefficients will "need to be the subject of further negotiations as it imposes onerous and disproportionate obligations on those developing countries that will be required to undertake formula cuts."

They rejected any attempt to further constrain the already limited flexibilities provided in the modalities text, particularly the very recent anti-concentration proposals.

"Ministers reiterated that an adequate level of flexibilities is an essential element of the final package. Ministers reiterated that sectoral negotiations should remain voluntary and that there could be no linkage between sectoral negotiations and the coefficients and flexibilities.

"Ministers reaffirmed the centrality of agriculture in the DDA, and reiterated that Paragraph 24 of the Hong Kong Ministerial Declaration requires that there shall be a comparable level of ambition between Agriculture and NAMA.

"Ministers observed the progress in several other important areas, including the mark-up for unbound tariffs, implementation periods, and non-tariff barriers. The Ministers urged that an equitable outcome be achieved that takes into account the particular development situation of Venezuela."
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NEW G7 TAKES OVER WTO NEGOTIATIONS, GREEN ROOM SUSPENDED


By Martin Khor, Geneva, 23 July 2008


The WTO negotiations shifted gear and format today when a new group of 7 WTO members was convened and started meeting from 3.00 pm, replacing the Green Room of 30-40 delegations as the principal forum of negotiations.

The decision to suspend the Green Room after two days was taken at the end of its meeting on Tuesday night by WTO Director General Mr. Pascal Lamy.

At the Trade Negotiations Committee informal meeting on Wednesday morning, Lamy said smaller meetings in various configurations would be held instead of the Green Room (See separate article).  He however did not mention the creation of the new group of 7, which has become the latest development that is not openly announced, but which many people speculate about.

According to diplomatic sources, the seven comprise the old G6 (the United States, EU, India, Brazil, Japan and Australia) plus China.

Diplomats said it was clear that the Green Room meeting would not produce results as the positions expressed are so divergent, and members seemed to be sticking to their positions.

Perhaps it was hoped that the US announcement of a new offer of $15 billion for its allowable overall trade distorting domestic support (OTDS) in agriculture would have sparked enthusiastic responses and led to new counter offers. But it got a cool reaction in the Green Room on Tuesday, especially since the US said it also expected an assurance that it would not be subjected to legal challenges on domestic support.

The inability of the US offer to galvanise negotiations meant that the Green Room was unlikely to make progress.

However, there are also strong doubts whether the new small group will be able to reach convergence.

Said the lead negotiator of a developing country that is in the Green Room: "They tried the G6, then the G4, and then the G12. If they did not reach agreement, it is difficult to see how a new G7 can do so."

The official said it became clear in the Green Room that the Ministers were very far from reaching common ground, and time was running out. "Perhaps it was a mistake to have called the Ministerial. Now, the DG is trying to steer the ship to the harbour and avoid a sinking."

Other delegates are of the view that the establishment by Lamy of a small core group is only to be expected, as decisions cannot be taken quickly in a Green Room of 30 to 40 Ministers.

"We will know more quickly in the group of seven, whether there is any chance of a possible convergence," said one diplomat.

What is clear is that the non-inclusive process, where all delegations are invited to the informal TNC but only a few to the Green Room, has just become even more non-transparent and exclusive, as seven members are now doing the negotiating.

The coordinator of a large grouping of developing countries, who took part in the Green Room but is not invited be in the new G7 said he had complained to Lamy that many countries feel they and their issues were now being excluded.

It is understood that nine issues have been identified to be on the agenda of the G7, similar to the ones mentioned by Lamy as having been discussed in the Green Room. The six issues in agriculture are overall trade distorting domestic support (OTDS) including Amber Box and Blue Box, Cotton, market access formula for developed countries, sensitive products (including number and tariff rate quota expansion), Special Products (SP) and Special Safeguard Mechanism (SSM).  The three NAMA issues are the formula and flexibilities, anti-concentration clause and
sectoral initiatives.

Other outstanding issues such as preference erosion, tropical products, and TRIPS are also being discussed through small group consultations. This afternoon, the Mauritius Ambassador, who coordinates the ACP Group, said there had been a lot of progress on the preference issue in NAMA, but there was still a lot of ground to cover on the same issue in agriculture.

The star of today's more public events was undoubtedly Mr. Kamal Nath, the Indian Commerce Minister who arrived in Geneva in the morning after the Parliamentary "trust vote" in Delhi, which the government won.

Nath got straight to work, attending the G33 meeting, having several bilateral meetings, addressing the TNC and holding a press briefing at which he spoke of the need to complete the WTO modalities because of the world economic crises, but stressed that he could not give up livelihood and survival imperatives of Indian farmers and fledgling industries in exchange for major developed countries' needs to preserve and increase prosperity of their already rich farmers and industries (see separate article).

Many "sticking points" remain that make it difficult to see how the G7 or later the Green Room can reach an agreement in so short a time remaining.

One of the most difficult issues is the agricultural special safeguard mechanism (SSM) for developing countries. Nath stressed there would be no deal unless an effective SSM that is easy to use and which addresses the problem of import surges is set up.

However, a leading G33 negotiator said that developing countries have come under heavy pressure to make more and more concessions.  For example, at a small consultation on SSM in the past couple of days, the United States was still opposed to duties being allowed to be raised above the Uruguay Round rates.

It proposed that only very few products could be allowed to be raised above these rates, but under stringent conditions, including the new idea that different triggers must be set for products to qualify for the remedy of exceeding the Uruguay Round rates. This was not acceptable to the G33 countries.

The major developed countries are also understood to have agreed among themselves to press ahead with their proposals on anti-concentration in NAMA, that developing countries be restricted in their use of flexibilities so that a significant portion of any sector cannot make use of the flexibilities.  This is opposed by many developing countries.


KAMAL NATH SETS CONDITIONS FOR SUCCESS OF WTO TALKS


By Kanaga Raja, Geneva, 23 July 2008

A successful Doha Development Agenda outcome has to address the need to ensure that the outcome results in healthy economies in developing countries, as well as correct the structural flaws in subsidies (in developed countries) so that it stimulates investment in agriculture in
the developing countries, Indian Commerce and Industry Minister Kamal Nath said Wednesday.

Nath was speaking at a media briefing at the WTO after his return to Geneva following the Indian parliamentary "trust vote" which the government won.

Nath said that "this time, we are confronted with global economic crisis. An economic crisis which has the three F's as challenges – food, fuel and finance."

This dictates that the responsibilities of all members to have a successful round and to complete this round is an imperative in these times, Nath stressed, adding that "these are depressing times and I think it's the collective responsibility of all members to ensure that everybody puts their foot forward, to ensure that the content of this round, which is a developmental content, is achieved."


Nath pointed out that the developmental content "essentially means to have healthy economies in developing countries. If there are healthy economies in developing countries, then only do they provide markets for the developed countries."

Noting that India is a healthy economy, Nath said that it is because of that that India's imports from the United States last year went up by 74% compared to the previous year. Exports from the European Union (to India) went up by about 32%.

Nath cited two reasons for this, that India is open and that India is a healthy economy. "If you're open, and you are not a healthy economy, there aren't going to be any trade flows. So, at the heart of any developmental round lies the need to ensure that the outcome is healthy economies in developing countries."

The second developmental component is to correct the structural flaws in global trade headlined by subsidies, he said. "And it's because in the last two, two and a half years of a failure on this front that there was not much progress."

"I think that a DDA (Doha Development Agenda) outcome has to be addressing these two basic things," Nath stressed.

As to how this can be done and how to get the politics of the negotiation right, the Indian Commerce Minister said that most important of all "we have to correct the structural flaws in subsidies so that it stimulates investment in agriculture in developing countries. The greatest impediment to investment in agriculture in developing countries has been the subsidies, where investment is just not worth it."

He also mentioned strong disciplines in the various boxes and a strong result in tariff simplification and tariff capping in agriculture.

This is extremely important "if we are to ensure not only the success of this round, but a successful outcome commensurate with the objectives of this round," said Nath.

Nath noted that the developing countries have millions of poor farmers - in India, there are 650 million poor farmers. "So, an outcome which protects the vulnerable farmers in terms of an appropriate SPs (special products) and SSM (special safeguard mechanism) mechanism is extremely important."

When we talk of sensitivities of developing countries, said Nath, we talk of the sensitivities of poverty and the sensitivities of livelihood security. "When the developed countries talk about sensitivities, they are talking about preserving or promoting prosperity."

On one hand is protecting and promoting prosperity and on the other hand, is protecting the livelihood security, ensuring the need to reduce poverty in terms of employment generation, added Nath. "So, these are the two windows through which every outcome has to be looked at. Is it promoting or protecting prosperity or is it generating economic activity in developing countries to ensure that these are healthy economies?"

With regards to NAMA, the Indian Commerce Minister said "we have to see that the outcome combines ambition with balance." He noted that a large number of developing countries have 
very infant industries, and industries that have a small-scale sector which have just evolved over the last 5-15 years.

"The manufacturing industries in developing countries are getting more and more competitive, and as we all know, the manufacturing industries of the developed countries are getting more and more non-competitive. Now, to sustain the non-competitive industries of the developed countries, we cannot put at jeopardy the manufacturing sectors of developing countries," said Nath.

He also said that the round needs a very successful services outcome. Services represents in excess of 50% of the GDP of India and a large amount in the United States, said Nath, adding that services is a very important component and "we have to see in this that all sectors of interest to developing countries, the development interest, is kept in mind and that there is correction in domestic regulations." Domestic regulations also lie at the heart of improvement in services, said Nath.

Nath pointed out that India is also very concerned with fisheries, and that the protection of the small artisan and marginal fishermen is extremely important. "We must see that the outcome does not put this into jeopardy or in no way is left uncertain."

On the TRIPS/CBD issue, Nath said that India would like to see that biodiversity and preventing piracy is adequately reflected.

Nath believed that the next couple of days are going to be useful. "I am optimistic," said Nath, adding that he considered the next 3-4 days very crucial. "I do hope that we can make progress towards completion of this round by the end of this year."

Asked about the US offer to cap its OTDS to $15 billion and Schwab's comments at a media briefing indicating that the US could not go below $13 billion, Nath noted that "the United States is moving. And these negotiations will determine how much they will move."

"Obviously, what she'll say in the negotiation will be much better than what she tells in an engagement with all of you (the media)."

"Up till now, there was no movement. The fact that movement has started is a good sign and I look forward to much greater movement than this." Noting that the US applies about $7 billion, Nath said "we have to see how far they can go, and negotiations in the next couple of days will determine what is finally on the table."

"So, I really was quite optimistic when I heard about this $15 billion, and I am looking forward to similar movements by developed countries in other areas also," said the Indian Minister.

Asked about the issue of anti-concentration clause and whether India would accept a proposal from the EU and Germany, Nath said that he was surprised about the anti-concentration clause when Germany was especially mentioned. Noting that one of the anti-concentrations was in automobiles, Nath said that German automobile manufacturers in India, through their association, told him as late as last week that they did not want it. "There seems to be some disconnect somewhere."

In response to a question in relation to the US offer of $15 billion in OTDS and whether there is a corresponding figure in NAMA coefficients that India would put on the table, as well as the US opposing the SSM, Nath said that "we have not as yet linked numbers in OTDS to the coefficient in NAMA, but obviously it's in the Hong Kong text that there is a correlation between the ambition in agriculture and NAMA. This is what negotiations are all about."

"...When I am negotiating, I am willing to negotiate commerce. I am not willing to negotiate livelihood security, I am not willing to negotiate subsistence, I am not willing to negotiate poverty. So, if I am here, I am here to negotiate commerce."

Where SSM is concerned, Nath made clear that "we've got to have an effective SSM." He noted that an SSM is only a contingency. It only comes into play in the happening of a volume or price event. It is not something which is a market access barrier, Nath stressed, adding that SSM is extremely important and crucial, at least where India is concerned, to the closure of the deal.

Nath also believed that the TRIPS/CBD issue is part of the mandate. "We would like to ensure that it is locked in, in some form or another." He said that while it is not part of the modalities, it is part of the Doha Round.

Asked as to what areas he would foresee India moving on this week, Nath said that India will have a good offer on services. He said that services is extremely important and that both USTR Susan Schwab and EC Trade Commissioner Peter Mandelson had written to him, telling him that their flexibilities also depend on a good services package. "I completely share the views of the United States and the EU on this."

"We have to ensure that the Signaling Conference just doesn't remain a cocktail party but gives signals which are non-reversible."

Nath elaborated that India is seeking from the United States and the European Union good offers on Mode 1 and Mode 4 including domestic regulation. He stressed that India is not looking at any immigration issue. "India has no demands on immigration."

Asked about the impression that India is waiting for developed countries to give their absolute bottom-line before it puts anything on the table, Nath said "Of course, I want them to put everything they have. This is a round they are supposed to be giving, not taking."

Asked about the issue of tariff capping, the Indian Minister said that certain countries do have a problem with tariff capping and that India recognized that Japan is a very large food importer. This will be part of the overall negotiation, said Nath, adding that India, in all the earlier meetings, has said that there has to be an exception in the case of Japan. "We would go along with that."

In response to another question, Nath noted that in agriculture, he has always said that subsidies are a distortion, and tariffs are not a distortion. "We are talking about removing distortions," he said, adding that in the WTO everything is on bound levels. In respect of the US subsidies, it is talking in terms of bound levels.

"But in NAMA, if you talk about applied (levels), then we need to talk in agriculture also about applied."



LAMY OUTLINES GREEN ROOM TALKS AND NEW NEGOTIATING FORMAT

By Kanaga Raja, Geneva, 23 July 2008

Director-General Mr. Pascal Lamy this morning gave a brief account of the talks at the Green Room meeting on 22 July, and announced that instead of the Green Room, smaller group meetings and consultations will be held instead on Wednesday.

According to WTO spokesman Keith Rockwell, Lamy told the informal Trade Negotiations Committee meeting (to which all WTO members are invited) that the Green Room meeting (to which only 30-40 delegations are invited) on Tuesday had a full run-through of the revised agriculture and non-agricultural market access (NAMA) draft modalities texts.

Nine issues were taken up, six in agriculture and three in NAMA. The agriculture issues were overall trade distorting domestic support (OTDS) including Amber Box and Blue Box, Cotton, market access formula for developed countries, sensitive products including the number of such products and the tariff rate quota expansion, Special Products (SP) and Special Safeguard Mechanism (SSM). The NAMA issues were the formula and flexibilities, the proposed anti-concentration clause and sectoral initiatives.

Lamy, who is also chair of the TNC, said these are not the only open issues. Negotiating group chairs are continuing to hold consultations on a number of issues on which he believes it is not efficient to focus on at the moment.

In agriculture, these include the question of preferences, tropical products, in-quota rates, tariff simplification, tariff capping, and export competition. In NAMA, the issues are preference erosion including those disproportionately affected by the proposed measures.
On the question of small vulnerable economies, Lamy said that the issue is technically stable. We need a final political decision.

Overall, he would characterize the consultations as constructive with a very strong commitment to engaging directly and in good faith, but he emphasized that the progress has been modest.

In agriculture, Lamy said that the new US offer of reducing its (allowable) OTDS to $15 billion was seen as a welcome step. However, several members urged the US to continue to consider further reductions, according to Rockwell.

On Amber Box subsidies, members focused on two main issues - the base period for product-specific cuts and whether the US should be given head-room for the starting point for those cuts. The US indicated that it could accept the base period proposed in the draft text. On Blue Box support, the discussion centred on the head-room issues.

On cotton, there was a renewed sense of engagement, said Rockwell. The proponents of the sectoral initiative on cotton - the Cotton-4 - challenged members to respond in detail to their existing proposal. There was greater clarification of the specific concerns and possibilities of members on different sides of the issue.

On the issue of cuts in agriculture tariffs, the focus was on developed countries, and the emphasis was on cuts in the top band of the formula.

Regarding sensitive products, the discussion focused on three issues – the number of tariff lines to be designated as sensitive, the treatment to be afforded these products in terms of the expansion of the quota, and whether the creation of new tariff rate quotas should be permitted.

On the question of SP designation for developing countries, members narrowed their discussions on whether there should be a single or two-tier system under which a certain proportion of designated tariff lines could be exempted from tariff cuts, and the other lines subjected to an average tariff cut.

On the SSM, the talks focused mainly on whether the pre-Doha bound rates could be exceeded when the SSM was implemented.

On the NAMA issues, Rockwell said, members mostly restated their well-known positions on the formula and flexibilities, but the Director-General did detect a willingness to engage seriously.

On the anti-concentration clause, Rockwell said that there remains marked difference of views but there were also efforts to move forward towards a mutual understanding and some ideas were floated which can be followed up.

On sectorals, all present recognized that these are not to be mandatory, but differed on the emphasis which should be placed upon this particular question. There was an exchange of views on whether sectorals should be seen as part of the overall balance in NAMA. Some suggestions were made on how this issue could be resolved.

According to Rockwell, the Director-General said that his overall sense from yesterday's meeting was that while progress is being made, it is unevenly distributed across the issues discussed. It is clear we need to move into a more intensive mode of consultations including smaller configurations, he said.

Beginning today, he plans to put more emphasis on "variable geometry" working on key issues in agriculture and NAMA in smaller groups together with the negotiating group and General Council Chairs.

In order to allow of intensive series of consultations in the coming day, Lamy said that it will be necessary to move the services "Signaling Conference" on services to Friday.

In his capacity as Director-General, Lamy informed the TNC that he has asked Norway Minister Jonas Store to help him as a Friend of the Director-General by holding informal contacts with delegations on the TRIPS-related issues of GIs and TRIPS/CBD relationship. The Minister will report to the TNC.

Asked whether the pushing back of the Signalling Conference will also push back the end date of the Ministerial (scheduled for Saturday), Rockwell said that it could well mean that things are pushed back, but for exactly how long, he did not know.

Asked about the fact that some members have been unwilling to use the draft NAMA text as the basis for negotiations, Rockwell said that there clearly are members who have problems with elements in both the texts. There is also a very wide acknowledgment that these texts are the only game in town. They will have to be revised.


"But if you don't have a framework within which to operate at Ministerial level, given the complexity of  the issues and the great number of them, I think there is a very wide acknowledgment among the Ministers that the hopes for success would be virtually nil," said Rockwell. "I think that was acknowledged last night."


BOLIVIAN LEADERS OBJECT TO WTO’S GREEN ROOM PROCESS

By Riaz K Tayob, Geneva, 23 July 2008

Bolivia may be a small country, but at the current WTO talks, it is making an impression larger than its size. It has voiced opposition to the non-democratic process at the present week of WTO talks, and has informed WTO Director General, Pascal Lamy, that it did not agree with the
negotiation and decision-making process.

At the press briefing on 22 July, Mr. Pablo Solon, the Trade Advisor to the Bolivian President, said his country was not seeking to be part of the exclusive Green Room but was objecting to the exclusive Green Rom process itself.

At the WTO's present meetings, the negotiations are taking place in a Green Room to which 30-40 members are invited.  On Wednesday, an even smaller group of 7 members took over the negotiations as even the Green Room was suspended.

The outcome of the Green Room discussions are to be presented to a formal meeting of the Trade Negotiations Committee (TNC) scheduled for Saturday.

Mr. Solon said Bolivia had three main areas of concern in the negotiations, the process, substantive issues and gaps or missing issues in the negotiations.

On process, Solon said Bolivia could not agree to the Green Room process. Solon said that he made it clear to Lamy that his objection was not because Bolivia wanted to be part of the privileged group of countries in the Green Room. Bolivia was against the Green Room process in principle.

He portrayed the Green Room process as a group of these privileged WTO members climbing Mount Blanc and looking down over Geneva and relating to other members how Geneva looked from high up. Bolivia, he said, would prefer it if all members climbed the mountain together.

Solon said Bolivia was very concerned about what will transpire at the end of the week. It would be unacceptable for Bolivia that revised texts would appear on Friday and the countries not in the Green Room would have 24 hours within which to agree to a text at the Saturday TNC meeting.

Solon emphasised, we cannot build consensus with a "take it or leave it" formula.

On substance, developed countries are giving "water" implying that the commitments have limited value. [Water in WTO parlance refers to commitments by countries that, for instance, limit the maximum allowed subsidy but do not cut into the actual subsidies paid to farmers; or that cut bound/maximum tariffs but do not affect the tariffs actually applied/used].


Developed countries are giving "water" in agricultural subsidies while they expect developing countries to make actual commitments in the NAMA negotiations, said Solon. Developing countries are asked to reduce tariffs while the US had offered to reduce its Overall Trade Distorting Support to USD 15 billion. Solon said in 2007 the US paid about USD 7bn, so with this offer they are not going to reduce anything in reality.

In the NAMA negotiations, some developed countries will reduce their tariffs, in percentage terms, less than even Small and Vulnerable Economies (SVEs), Solon said. Developed countries will cut tariffs by between 25 to 30 percent while developing countries are asked to cut between 40 and 60 percent. It is unfair that developed countries make cuts that are half of what developing countries are obliged to make.

On the Special Safeguard Measure (SSM) in agriculture, Solon said there are proposals to put so many limitations that it would be worse or less effective than the existing safeguard (the SSG) which is available mainly to developed country producers.

On services, Solon said the Chair of the negotiations is trying to get approval for a new text, even though there is no mandate for such a text to declare maximum liberalisation commitments. Bolivia, which opposes this text, instead sought to exclude basic services, which it regards as human rights, from the General Agreement on Trade in Services (GATS). Human rights, he said, cannot be part of bargaining in trade negotiations.

On intellectual property, Solon said the TRIPS agreement states that members "may" exclude patentability of some life forms. Bolivia wants to change the agreement to replace "may" with "must" to have a clear prohibition on the patenting of life forms.  The future of humanity depends on this struggle, Solon added, and this is crucial for Bolivia and was the vision of indigenous peoples all around the world.

Solon said it was also important to secure a clear interpretation of General Agreement on Tariffs and Trade (GATT) article XXIV, the regional integration clause. Developed countries cannot ask for reciprocity in bilateral or regional trading arrangements from developing countries if at the WTO the principle is less than full reciprocity. Reciprocity then is not acceptable in bilateral and regional agreements that developed countries demand, for instance, in the Economic Partnership Agreements of the EU.

The missing issues, or the gaps in the discussions, at the WTO, Solon said, relate to the food and energy crises and climate change.  Free trade would worsen the food crisis, and was not the answer. States need to have the right to guarantee food in adequate quantities and prices.

Solon reported that on climate change, Bolivia's President Evo Morales, in a recent letter to Lamy, that imported food may be cheap if the environmental costs are not taken into account. If these costs are taken into account, then the conclusion was that it is healthy to prioritise what is locally produced. Foreign trade is a complement to local production and policies should not favour foreign markets over domestic ones, Solon said.

An open letter by President Evo Morales of Bolivia was also distributed.  Mr. Morales said that the WTO negotiations have turned into a fight by developed countries to open markets in developing countries to favour their big companies.


The agricultural subsidies in the North will not only continue but will actually increase, as demonstrated by the US 2008 Farm Bill, even as the developing countries will lower tariffs.

As for industrial products in the WTO negotiations, developing countries are being asked to cut their tariffs by 40% to 60% while developed countries will, on average, cut their tariffs by 25% to 33%.

For countries like Bolivia the erosion of trade preferences due to the overall lowering of tariffs will have negative effects on the competitiveness of its exports.

"In the negotiations, there is a push towards the liberalization of new services sectors by countries when we should be definitely excluding basic services in education, health, water, energy and telecommunications from the text of the WTO's General Agreement on Trade in Services.  These services are human rights that cannot be objects of private commercial relations and of liberalization rules that lead to privatization," said Mr. Morales.

"The deregulation and privatization of financial services, among others, are the cause of the current global financial crisis.  Further liberalization of services will not bring about more development, but greater probabilities for a crisis and speculation on vital matters such as food.

"The intellectual property regime established by the WTO has most of all benefited transnational corporations that monopolize patents, thus making medicines and other vital products more expensive, promoting the privatization and commercialization of life itself, as evidenced by the various patents on plants, animals and even human genes.

"The poorest countries will be the main losers.  The economic projections of a potential WTO agreement, carried out even by the World Bank, indicate that the cumulative costs of the loss in employment, the restrictions to national policymaking and the loss in tariff revenues will be greater than the "gains" from the "Development Round".

After seven years, the WTO round is anchored in the past and out of date with the most important phenomena we are currently living:  the food crisis, the energy crisis, climate change and the elimination of cultural diversity.  The world is being led to believe that an agreement is needed to resolve the global agenda and this agreement does not correspond to that reality.  Its bases are not appropriate to resist this new global agenda.

Studies by the FAO point out that with the current forces of agricultural production it is possible to feed 12 billion human beings, in other words, almost more than double the current world population. However, there is a food crisis because production is not geared towards the well-being of humans but towards the market, speculation and profitability of the big producers and marketers of food.

To deal with the food crisis, it is necessary to strengthen family, peasant and community agriculture. Developing countries have to recover the right to regulate our imports and exports to guarantee our populations' food supply. We have to end consumerism, waste and luxuries.  In the poorest part of the planet, millions of human beings die of hunger every year.  In the richest part of the planet, millions of dollars are spent to combat obesity. We consume in excess, waste natural resources and we produce the waste that pollutes Mother Earth.


Countries should prioritize the consumption of what we produce locally. A product that travels half around the world to reach its destiny can be cheaper than other that is produced domestically, but, if we take into account the environmental costs of transporting that merchandise, the energy consumption and the quantity of carbon emissions that it generates, then we can reach the 
conclusion that it is healthier for the planet and for humanity to prioritize the consumption of what is produced locally.

President Morales proposed the following:

-- Guarantee the participation of developing countries in all WTO meetings, thus ending exclusive meetings in the "green room".

-- Implement true asymmetric negotiations in favour of developing countries in which the developed countries make effective concessions.

-- Respect the interests of developing countries without limiting their capacity to define and implement national policies in agriculture, industry and services.

-- Effectively reduce the protectionist measures and subsidies of developed countries.

-- Ensure the right of developing countries to protect their infant industries, for as long as necessary, in the same manner that industrialized countries did in the past.

-- Guarantee the right of developing countries to regulate and define their policies in the services sector, explicitly excluding basic services from the General Agreement on Trade in Services of the WTO.

-- Limit the monopolies of large corporations on intellectual property, foster the transfer of technology and prohibit the patenting of all forms of life.


INDIAN SMES WILL BE HIT BY NAMA PROPOSALS, SAYS INDUSTRY LEADERS

By Martin Khor, Geneva, 23 July 2008

Leaders of Indian domestic industries who have come to the WTO during the present week of talks have voiced strong concerns over the demands made by developed countries in the negotiations on non agricultural market access now taking place at the WTO.

They warned that if the proposals are adopted, India's small and medium sized enterprises in sectors such as chemicals, textiles & clothing, industrial machinery and electronics and electrical components as well as auto and auto components would be hit hard.

The Indian industrialists are especially worried about the developed countries' demands on three areas of negotiations - sectorals, anti concentration and re-manufactured goods.

The Confederation of Indian Industry (CII) has sent a delegation to the WTO for the week. It includes members from the Society of Indian Automobile Manufacturers (SIAM), and the Automotive Components Manufacturers Association of India (ACMA). The delegation is holding talks with industry associations from EU, US and South Africa among others.

Mr. Chandrajit Banerjee, Director General of the CII said that in the meeting with the counterpart associations, the CII delegation has indicated their concerns on these three critical areas of NAMA negotiations as well as in the area of services.

Expressing CII's serious concern on sectoral negotiations, Banerjee said that the proposals on sectors proposed by US and other developed countries will adversely impact sensitive industrial sectors in India. He said small and medium enterprises in sectoral proposals on chemicals, textiles & clothing, industrial machinery and electronics and electrical components besides auto and auto components, would be the hardest hit. Banerjee added that many of the tariff lines, which were left unbound after the Uruguay Round were from many of these sensitive sectors.

On the proposals to include an anti-concentration clause in the flexibilities available for developing countries, Banerjee said Indian Industry is completely opposed to any caveats on flexibilities. He said that the present text does not reflect development imperatives of developing countries and therefore should be dropped from the texts.

While expressing CII's concern with negotiations on re-manufactured goods, Banerjee said that this issue should not figure at the multilateral level, since there is no consensus even on the definition of re-manufactured goods.

Banerjee also called for strong market access proposals from developed countries on services. He said the Services Signalling Conference must lead to meaningful trade liberalisation commitments in Services from developed countries, especially in two modes of supply of interest to developing countries, i.e. Mode I and Mode IV.

SUNS #6525, FRIDAY, 25 JULY 2008
G7 BATTLE TO MAKE PROGRESS AS TNC REVOLTS OVER THE PROCESS
By Martin Khor, Geneva, 24 July 2008


The atmosphere at the WTO on this fourth day of its scheduled week-long week of decision  Ministers of seven WTO members battled to see if they could come closer to agreement on a range of issues, while those outside this small group protested at being excluded from the new decision-making body and cast a shadow over the legitimacy of the exercise.

The situation had the sense of having become critical as the G7 gathered to meet again at 4 pm on Thursday, following a 12-hour session on Wednesday afternoon and night which reportedly did not produce any breakthrough.

The seven members (the US, EU, Japan, Australia, Brazil, India and China) had been convened by WTO Director General Pascal Lamy into the new G7 power-house in whose hands the fate of this week's meetings have been placed.

Ministers of 30 to 40 countries are at the WTO for this week's "mini-Ministerial process", and on Monday and Tuesday they had been invited to the Green Room meetings. However, on Wednesday most of them were left on their own, unless they were in the G7, and some were waiting to see if they would get invited into the G7.

By Thursday morning, at the TNC meeting, several showed their frustration and anger at being left out of what was clearly the core decision-making group. Switzerland, the host country of WTO, started the ball rolling when its Minister criticized Lamy for calling them to the meeting and leaving them in the waiting room, which was unacceptable.

It was followed by Ministers and officials from Indonesia -- who complained about countries kept waiting in the dark in the waiting room -- and Kenya (who insisted that African countries must be part of the process), Mauritius (for the ACP Group), Egypt, Argentina and other countries.

It was really the revolt of the Green Room against the G7 process. Those Ministers who flew to Geneva to be in the exclusive Green Room found themselves waiting to be informed of what is happening in the even more exclusive G7. Most were as much in the dark as the journalists gathered in the press centre.

Some delegations that were not invited even to the Green Room privately said that the privileged Green Room participants could now feel the frustration that they had been having, of being kept out of the process.

The G7's first meeting was held from 3 pm Wednesday to 3.30 am Thursday, after two days of a Green Room meeting of 30-40 delegations saw countries reiterating their positions but not narrowing gaps. The new US offer of $15 billion for its allowable overall trade-distorting domestic support (OTDS) elicited responses of being welcome but not good enough.

The G7 members reportedly agreed not to talk to the media about what transpired at their first day's meeting; thus information is scarce on the details of the negotiations. Ministers coming out of the meeting at break time and at the end were unusually tight lipped.

Early on Thursday morning, Indian Minister Kamal Nath and EU Trade Commissioner Peter Mandelson said there had been some progress, and they mentioned this was in the area of sensitive products (number allowed and the expansion of tariff rate quotas linked to the products).

Journalists noted that Celso Amorim, the Brazilian Foreign Minister, and a key player in the whole Round, looked "very serious" and even glum, instead of his usual eloquent and jovial self, and took this as a sign that the talks were tense and not going that well.

Diplomatic sources said that the first day of the G7 meeting focused on the NAMA issues of formula and flexibilities, anti-concentration, and sectorals, and the agriculture issues of sensitive products, special products (SPs) and special safeguard mechanism (SSM).

An official who has knowledge of the meeting said that the developed countries had not relaxed their demands on the developing countries on anti-concentration and sectorals and that developing countries could not accept this position.

On SSM, the US was reportedly insisting that if developing countries want to use the mechanism to raise duties above the Uruguay Round rates, then the "trigger" or threshold that enables the SSM to come into effect would have to be very high, such as 150%, for those products exceeding the Uruguay Round levels.

Another official of a country in the Green Room but not the G7 said that the developed countries had asked developing countries to accept a pivotal set of NAMA numbers, of coefficient 20 coupled with 13% of tariff lines having flexibilities from the full formula cut, or 22 coefficient coupled with 13% flexibility. This was unacceptable to his country, said the official.

On the choice of issues on which to start the G7 negotiations, the official was of the view that this was unfair to the developing countries, because the issues were those that the developed countries wanted to pressure developing countries to maximize the opening up of their markets.

At an impromptu briefing for NGOs and the media just before the G7 meeting began at 4 pm, Indian Minister Kamal Nath said that India had already made a lot of concessions in NAMA.  The developed countries had pocketed these concessions and then asked for more, at each stage.

He cited various stages in which India had made these concessions. India had said it would not accept the Swiss formula, and then in July 2004 it accepted it. India then advocated multiple coefficients but then in Hong Kong it agreed to two coefficients. These were pocketed by developed countries which then asked for more.

Nath added that in Hong Kong the less than full reciprocity (LTFR) principle had been reaffirmed. After that, he had then said that whatever the developed countries are willing to reduce (in tariff cuts), India could do with ten percentage points less
 
For example, if they cut by 40%, India would reduce by 30%. However, said Nath, they now say that this would not help. "Every movement I make, they pocket and ask me for more," he said.

On the negotiations on SSM, Nath said that there is the intention of the SSM and the language (in the text). If the intention is to address the livelihood concerns of farmers, then the language in the text must meet the intention. The text should not be such as to dilute the effectiveness of the SSM so that it cannot meet its objective.

To a question on the frustration felt by Ministers of countries that are not part of the G7, Nath said the process is decided by the Director General and not by the G7 members. "I myself said this group should be expanded. We don't represent all members' interests. There has to be a transparent process."

At the end of Thursday afternoon, there were unconfirmed reports that Lamy will convene a brief Green Room meeting (for 30-40 delegations). It is not known what the agenda is, but diplomats were speculating that it will be to provide more information to the countries' Ministers and officials, in response to the strong criticisms in the morning that they had been left out of the process.

Some senior diplomats are also of the view that if the G7 meeting does not make any significant progress by Thursday night, then various options would have to be considered, including either closing the meeting altogether, or have another day of meetings for the G7, or a possible offer by Lamy (or a call to him) to produce a revised text (which could be "frozen" until talks resume several months or even a few years later), or even to ask Ministers to come back in a week which is considered unlikely).

By the end of Thursday, the question uppermost in the minds of Ministers, capital-based officials, journalists and NGOs alike, was "when will the meeting end?"

This is because those who live outside Geneva had booked their flights home with the expectation that the formal TNC meeting that will conclude this week's events would be on Saturday.

Since the negotiations have not reached the convergence stage, and there is still a services signaling conference (now planned for Saturday), the final TNC meeting looks as if it will be postponed to Sunday or days later.

On the other hand if the G7 meeting hits a wall on Thursday night, the week's events may come to an abrupt end, and people can then leave on time.
The difficulty of planning and rescheduling flights out of Geneva is one of the concrete uncertainties in this week at the WTO.


MANY MINISTERS FRUSTRATED AT BEING EXCLUDED FROM WTO TALKS

By Kanaga Raja, Geneva, 24 July 2008


The G7 small group process where WTO negotiations take place among only seven WTO members has been attacked by many Ministers who have been excluded.

Ministers of many delegations, at an informal Trade Negotiations Committee (TNC) meeting Thursday, voiced strong concerns over the "G7 process" convened by Director-General Pascal Lamy which has replaced the larger Green Room process as the principal organ of the negotiations at the WTO mini-Ministerial currently underway here.

Speaking at the informal TNC meeting, some eight delegations – either individually or representing country-groupings - expressed frustration and concern over the lack of transparency and inclusiveness of the G7 process. Some of these delegations were represented by Ministers and even a Deputy Prime Minister.

The Director-General also reported on the G7 meeting that began Wednesday afternoon and ended after 3 a..m. on Thursday. He said that there was no convergence yet on the key issues in agriculture and NAMA. (See below.)

The seven members invited by Lamy into the new process are the United States, the European Union, India, Brazil, Japan, Australia and China.

Speaking at a media briefing Thursday, WTO Spokesman Keith Rockwell said that a number of delegations including Ministers took the floor and expressed "some concern and frustration" at the way that this process is taking place because of the small-group format.

According to Rockwell, there was an understanding of the way things work, and an understanding of the need to get convergence in the small group before it can go to wider groups. Nonetheless, said Rockwell, there was frustration expressed.

Asked to elaborate, Rockwell said that those who expressed a view were concerned about transparency and inclusiveness. He said eight delegations spoke about their frustrations of the G7 process but declined to name them.

According to Rockwell, the Director-General said that he understood this frustration and had empathy for those who felt this way and said no decision will be taken other than by the entire membership in the format of the Heads of Delegation of the TNC.

Lamy explained that until the process is right in the smaller group, it cannot be subsequently advanced to the larger groups. He also indicated that the G7 process would continue.

According to a trade diplomat, Switzerland was the first at the TNC meeting to voice its concerns over the small-group G7 process. Others who also voiced their concerns were the Indonesian Trade Minister, Kenya's Deputy Prime Minister (for the African Group), the Egyptian Trade Minister, Mauritius for the ACP Group, as well as Argentina, Turkey and Chinese Taipei.
Switzerland (which coordinates the G10), represented by Federal Councillor D. Leuthard, referred to the Director-General calling Ministers to a negotiation to Geneva. "You asked us to take time, to put our energy in the process, to negotiate. Many of my colleagues and myself have followed your call.

"However, you changed at short hand, the process and decided to work in one very small group only. By doing so, you have put many of us Ministers in the waiting room - which creates political problems for me at home because I am not able to defend fully the Swiss interests and many of the G10 colleagues are in the same situation."

He said that he had strong doubts on the composition of the small group, which he said does not reflect the interests and sensitivities of many countries, in particular the smaller G10 countries like his. "This is very difficult for me to accept," he said.

He recalled that last Tuesday, the Director-General said that there are topics that he did not want to discuss in the Green Room at this stage, one of these being the (tariff) capping issue. Noting that this issue is very sensitive to Switzerland, the Councillor said that he had been informed that nonetheless, this topic has been discussed in the small group, in the absence of Switzerland. "This is unacceptable."

He urged the Director-General to revert to the original setting of the Green Room process.

Kenya's Deputy Prime Minister and Minister for Trade Uhuru Kenyatta, on behalf of the African Group, said "While we appreciate your efforts which we believe are aimed at reaching a successful conclusion of the Round, we wish to register our strong concerns on the way the process of negotiations is being handled."

He supported the sentiments expressed by Mauritius on behalf of the ACP Group, Indonesia, Switzerland on behalf of G10 Members, and many others.

Said Mr. Kenyatta: "While we understand that there is need for consultations amongst smaller groups in order to reach consensus, it is imperative that this process is all inclusive considering that development is central to the Doha Round of the negotiations and to which we attach a lot of importance. It will be difficult for the African Group to have a consensus on issues agreed upon by a few Members. The process of negotiations must therefore remain inclusive and
transparent.

"I as much as the big countries have their constituents to report to, we equally have our own constituents whom we have to consult, report to, and sell the outcome of these negotiations. We must therefore be part of the consultation process."

The Indonesian Trade Minister, Dr. Mari Pangestu, reportedly complained that the Ministers and officials that are not in the G7 have been kept waiting in the dark in the waiting room.

At the meeting, Lamy also gave a briefing on the G7 meeting, which he said is focusing on six areas in agriculture and three in NAMA.

The agriculture issues are overall trade-distorting domestic support (OTDS), cotton, market access formula for developed countries, sensitive products, Special Products and Special Safeguard Mechanism. The NAMA issues are the formula and flexibilities, the proposed anti-concentration clause and sectoral initiatives.
According to the WTO spokesman, the Director-General said that on these key issues, "we do not have convergence yet" but there remains a genuine interest and desire to bridge differences. The negotiations have been detailed and specific involving numbers and a clear enunciation of possibilities in problem areas.

Lamy said however that on some of the key issues mentioned, positions still remain too far apart. The priorities among these issues vary among delegations but all agree that more work is needed overall.

These issues are both technically and politically complex, he said. There remains a firm commitment among the delegations he has consulted with to renew their efforts to find convergence today, and that everyone wants to find a positive solution to these differences because our common interest is so great.

He said that now more than ever, we need the members' undoubted political will to be applied to finding additional flexibility so that we can bridge the remaining differences rapidly.

Lamy said that as a result of the extended consultations in this format, the services conference would have to be further postponed to Saturday (26 July) and that the concluding TNC currently scheduled for that same day will probably also have to be adjusted.

Norway's Minister Jonas Store then reported on his consultations on the three TRIPS-related issues (GI register, GI extension and TRIPS/CBD relationship).

According to Rockwell, the Minister said that he started the process yesterday by meeting with delegations representing the main positions on both sides of each issue.  Store said that it is clear that important differences of substance remain on all three issues as well as differences on process and mandate in relation to GI extension and the TRIPS/CBD issue.

Store said that he would continue his informal contacts with delegations today in a variety of formats with the view to assisting members to find a common understanding of the way forward on these issues. He will report to the TNC Friday.

Asked about the fact that cotton is one of the issues being discussed in the G7 process but without the least developed countries participating, Rockwell said that the solution to cotton will flow from the solution to the overall trade-distorting domestic support.


KEY SENATORS QUESTION USTR’S CAPACITY TO CONCLUDE A WTO DEAL


By Kanaga Raja, Geneva, 24 July 2008

Two top leaders of the United States Senate have cast further doubts over efforts at the WTO to conclude the Doha trade talks at the current mini-Ministerial, and in effect have challenged the capacity of US Trade Representative Susan Schwab to make any binding commitments on behalf
of the United States Congress.

In a letter to US President George W Bush, the two top leaders of the US Senate, Democratic Senators Russell D. Feingold and Robert C. Byrd, have asked what US Trade Representative Susan Schwab and other US trade officials, in the absence of Congressional Fast Track Authority, 
are telling other countries at the WTO mini-ministerial about their ability to make binding commitments, and obtaining Congressional approval for them.

In the letter dated 23 July 2008, Feingold and Byrd have referred to the United States participating in a Ministerial meeting of the WTO this week in Geneva, whose purpose is to finalize an agreement on certain outstanding issues related to the WTO Doha Round.

"The announcement of this WTO Ministerial was surprising to us," said the two senators.

Typically, they said, high-level negotiations only occur when all parties have authority to make a deal. Yet, the US Constitution grants Congress exclusive authority "to regulate commerce with foreign Nations" and to "lay and collect Taxes [and] Duties."

"As you know, for decades, US presidents have obtained delegations of this congressional trade authority under what is commonly known as Fast Track. However, your delegation of Fast Track Trade Promotion Authority terminated on June 30, 2007.

"Congress has refused to provide you with further authority - either more Fast Track or any other form of trade authority - nor is there any prospect of that occurring before the end of your term.

"Indeed, it is likely that in the future, the Fast Track process will be replaced altogether with a trade negotiation and approval mechanism that better reflects Congress's constitutional role regarding trade policy," said the letter to President Bush.

Therefore, said the two Senators, "we are interested in understanding what USTR Schwab or other US trade officials are representing to other countries' officials regarding their capacity to make binding commitments at this Ministerial on behalf of the US Congress."

"We are eager to ensure that if US trade negotiators participate in the current WTO ministerial, they represent US positions that comport with the sort of WTO agreement that could obtain support in the US Congress."


SUNS #6526, MONDAY, 28 JULY 2008

FATE OF WTO WEEK STILL BETWEEN BREAKTHROUGH AND BREAKDOWN

By Martin Khor, Geneva, 25 July 2008


For most of Friday, there was the atmosphere among official delegates and the media at the WTO that the Doha talks were inevitably heading for a breakdown sometime today or tonight.

After 5 p.m. however came a brief announcement from the WTO spokesperson Mr. Keith Rockwell that there were "encouraging signs" at the G7 meeting and that Lamy would convene a Green Room meeting (of 30-40 delegations) to transmit the encouraging signs to this larger group.

"It's been a productive few hours", said Rockwell, of the G7 meeting that started at noon Friday.  "There was a spirit of cooperation, and it is time to bring the information to the larger group." He however did not provide any details.

Diplomats familiar with the process said that a meeting had been convened at the India Mission after 5pm for some G33 countries to inform them of what transpired at the G7 meeting and to get their response, before the Green Room meeting. Several bilaterals were also going on.

According to some sources, Lamy or some G7 members had put forward some figures, and these are now considered the "interesting ideas" on which more discussion would take place.

These figures include $14.5 billion for overall trade distorting support (OTDS) for US agriculture, 4% of tariff lines as the number of developed countries' sensitive products (with 4% of tariff quota expansion), and 12% of tariff lines for developing countries' special products (with 5% being SPs with no or very low tariff cuts).

In NAMA the figures bandied around were coefficients for developing countries that seem like the mid-points in the ranges in the NAMA Chair's paper: coefficient 20 (with flexibility for 14% of tariff lines limited to 14% of import value), coefficient 22 (with 10% flexibility and 10% limitation) and coefficient 25 (with no flexibility).

It is not clear, at press time, whether these are figures that were agreed to, or more likely are figures being discussed with no acceptance, as the term "interesting ideas" denote.

Rumours were rife all afternoon. At one stage the reports were that the G7 talks had collapsed, with one or the other Minister on the verge of walking out of the meeting. Then came the official announcement of "encouraging signs."

One delegate was of the view that the "interesting ideas" to be conveyed was a move to keep the difficult G7 talks alive by conveying to the larger Green Room that there has been some progress, and that the G7 would then be authorized to carry on its process.

The 5pm break and later Green Room meeting was also seen by some as a means for some of the G7 Ministers to get responses and especially support from other members of  their respective groupings, such as the EU, the G20 and the G33.

At press time (7 pm Friday), the fate of the WTO's mini-Ministerial week was still on knife edge between breakthrough and breakdown.


AFTER FOUR DAYS, THE FATE OF MINI-MINISTERIAL ON KNIFE EDGE

By Kanaga Raja, Geneva, 25 July 2008

WTO Director-General Pascal Lamy told an informal meeting of the Trade Negotiations Committee (TNC) Friday progress "remains painfully slow" after four days of Ministerial-level negotiations, and warned that if there was no additional progress in 24 hours, the deal may not
happen.

At the meeting, four countries led by Colombia asked Lamy to prepare a compromise text. This was opposed by a few other countries, including Venezuela and Bolivia. Lamy himself said a text by him was not the way towards convergence.

At a media briefing Friday, WTO Spokesman Keith Rockwell said that Director-General Pascal Lamy began by explaining to members at the informal TNC meeting on what transpired in the G7 talks yesterday afternoon followed by the larger meeting of the Green Room, which ended around 10.00 pm.

Nine issues were discussed. The agriculture issues are overall trade-distorting domestic support (OTDS), cotton, market access formula for developed countries, sensitive products, Special Products and Special Safeguard Mechanism. The NAMA issues are the formula and flexibilities, the proposed anti-concentration clause and sectoral initiatives.

Lamy said that he considers these nine areas to be the most difficult and urgent, and they are therefore the key to possible progress in other areas as well.

Negotiating Group Chairs Ambassador Crawford Falconer of New Zealand (on agriculture) and Don Stephenson of Canada (for NAMA) are continuing their consultations on a variety of issues, many of which are very closely related to the nine issues.

Lamy said some convergences have been recorded but progress remains painfully slow after four days of ministerial-level negotiation. "We will need to change gears very quickly to turn things around in the limited time remaining."

On substance, Lamy said that there was agreement to work within the ranges in the draft modalities texts, but serious differences remain between the low end and the high end of many ranges.

On overall trade-distorting domestic support (OTDS) in the United States and the European Union, "we are not there yet", he said, adding, but there is a convergence around a 70% cut in the top band (in relation to the agricultural products with the highest tariffs).

On the cotton issue, this is linked inextricably with the cuts in trade-distorting domestic support.

With respect to tariffs that exceed 100%, members discussed the ranges in the agriculture Chairman's text but did not achieve any convergence.

On the question of sensitive products, members discussed both the numbers and treatment of these products. There was some convergence on the number of products which may be designated as sensitive by members, but there are still problems for some countries.

Differences also persisted in the size of tariff rate quotas as a percentage of domestic consumption that should be provided as compensation for sensitive products. There was limited discussion on whether members should be permitted to create new quotas of this nature as this issue is linked to the broader issue of the number of tariff lines that would be designated as sensitive.

On special products (SPs), Lamy said that we are not there yet on both the number of tariff lines and the exemption of a certain percentage of those lines from any tariff cut.

Special Safeguard Mechanism (SSM) is obviously a major issue, said Lamy. There was positive engagement and some ideas were floated with the Negotiating Group Chair Ambassador Falconer, who is following up on this. With respect to the existing Special Safeguard, there were some signs of flexibility.

On NAMA, the Director-General said that there has been limited progress in narrowing the ranges for formulas and flexibilities.

On anti-concentration, there was some limited signs of flexibility, with references being made to possible numbers of national tariff lines and the values of trade. There was some sympathy for the suggestion that small chapters containing very few tariff lines should be exempted from the application of this anti-concentration clause.

On sectoral arrangements, members explored the possibility of language that would make clear the non-mandatory nature of the sectoral proposal, while at the same time, allowing for its operationalization.

NAMA Chair Don Stephenson reported to members on his separate consultations involving non-reciprocal preferences, small and vulnerable economies, and treatment for Venezuela.

Lamy said there is still time to turn the talks around, but positions must move radically in the next round including in the small group. "If we do not see this rapid progress towards convergence, I am afraid that the deal you all came here to do this week, will not happen with all the attendant consequences."

This is the blunt reality, he said.  The situation is critical, edging between success and failure. "If  you, the negotiators, show no further flexibility to deliver outcomes that take account of different interests in the next hours, you will face the serious consequences of failure. Time is running out and the next 24 hours are crucial."

Lamy said the formal TNC scheduled for Saturday as well as the services signalling conference would be postponed.

Norway's Minister Jonas Store, who is consulting members on the three TRIPS-related issues (GI register, GI extension and TRIPS/CBD relationship), said that his aim has been to understand better the concerns of members and to assess where areas of flexibility may lie.

There is a very close link between the issues he is discussing and the developments in the overall Doha negotiations. The major differences that have been dividing delegations remain.

On the multilateral register for wines and spirits, there are a few differences on the legal effects of any registration. On GI extension and the TRIPS/CBD link, important differences remain on mandate and process and on substance.

During the discussion, Colombia, supported by Peru and Chile, suggested that Lamy put forward a text of his own. This idea was however opposed by Bolivia, Venezuela and Cuba.

Complaining about the process, Bolivia said we have gone from 30 delegations in the Green Room (20% of WTO members) to 7 in the G7 (4% of members) when we should be having 100% participation.  The Colombian proposal of a Lamy text was not a good idea as the participation would be reduced further from 4% to one person.

Venezuela's Trade Minister recalled he said he did not want to be confronted with surprises. Colombia's idea was not appropriate.  We all need adequate time to review and respond to a text, he added.

Lamy himself said a text by him was not the way for convergence. There would be no surprises. What we have before us are texts that are the result of over a year's worth of work by all the members. These texts are the basis for discussion and the answer lies inside these texts, but revisions are required.

These revisions will be continuing in terms of efforts being made and that all members will have a say, and indeed all members will have to decide on whether or not an overall package is acceptable, said Lamy.

To a question on options in case of a failure of the talks, the WTO Spokesman said that the Director-General is not working on Plan B. He is working on Plan A and
that is the only thing he will do as long as Ministers are prepared to keep working very hard.

Following the end of the informal TNC meeting, a trade diplomat said that Colombia had asked for a compromise text from the Director-General as a last option. This was supported by Chile.

The trade diplomat said that in the larger Green Room meeting yesterday, Lamy was pressed for a road-map, but he was non-committal. Canada had insisted that by the end of Friday there must be an indication whether progress is possible in the G7 meeting.

Speaking to journalists just before the start of the G7 meeting Friday noon, Indian Commerce Minister Kamal Nath said that this Round is not about perpetuating structural flaws in global trade.

Asked if this was the last chance for the Doha talks, Nath said that it's never the last chance - even last year they were saying it's the last chance - but it's a good chance.

On Thursday night, after the Green Room meeting, Indonesian Trade Minister Mari Pangestu said that "the mood is still positive. Everybody is still looking for convergence. There has been a bit of progress on convergence, but we are not quite there yet."

She said that "SP and SSM are not the only issues without convergence. There are many other issues which are still pending, including OTDS and sensitive products."

Brazilian Minister Celso Amorim said there is engagement. Noting that others may have a more pessimistic view, he said that he prefers to sound constructive. "I know there are difficulties all around. Everyone has to make concessions, and that applies to both defensive and offensive preoccupations if we want to conclude this.

"It is not as if some people can have the red-lines absolute and others, red-lines are relative. That's how we are working. So far, there was no break-up, there was engagement..."

However, there is not much time, he said, adding that "I think tomorrow (Friday) is the day in which we must know whether it's possible or not. Maybe we don't finish everything but we must have an idea if it's possible or not."

US Trade Representative Susan Schwab said that "we had a few things done. The US came here to make a deal. And we've been forthcoming. We will continue to stretch, do our share. There was some progress in the small room, not nearly as enough as we need. Not nearly as much as we had hoped.

"We put our offer on the table... some countries are stretching more than others and we'll see tomorrow (Friday)..."


WTO SERVICES “TEXT” STILL FACES OBJECTION FROM FOUR COUNTRIES

By Martin Khor, Geneva, 24 July 2008
  
A draft report by the Chair of the WTO's services negotiations has run into problems because of continuing strong objections from some developing countries on the process as well as the contents and even the very existence of the document.

The report contains a text-like 3-page annex which includes a paragraph containing language that members shall to the maximum extent possible bind current levels of liberalization (market access and national treatment) in the GATS and also provide new market access.

Apparently the text was agreed to at an Ambassador-level meeting of the so-called "Enchilande Group", which includes the US, EU, Japan, Canada, Brazil, India, China, Philippines, Indonesia, Malaysia, South Africa.

It was put forward by the Chair, Ambassador Fernando de Matteo of Mexico, at a services meeting on 17 July, where it faced objections from Venezuela, Bolivia and Cuba.

A meeting on Wednesday 23 July did not resolve the problem after the countries rejected the proposal of the Chair, Mexican Ambassador Mateo, to have the report adopted, while placing in a footnote that the countries have reservations to the document.

At the meeting, the three countries were joined by Nicaragua. The countries argue that modalities  Kong Ministerial Declaration, and it is wrong to establish another text on services modalities.

In their view, the Chair should restrict his report to providing a factual description of the views of members on the negotiations, and not to produce a "text" purportedly agreed to by members.

A report of the Chair, dated 17 July, contains a cover note of a few paragraphs and an Annex in the form of a text in which members state their position on the services negotiations.

The text contains a controversial Paragraph 4, in which members agree to a high level of ambition in services and that they shall, to the maximum extent possible, respond to requests by reflecting current levels of market access and national treatment and provide new market access and national treatment in areas where significant impediments exist. It also states that there shall be no a priori exclusion of any service sector or mode of supply.

When this report was presented to an informal services meeting on 17 July, the three countries again reiterated their objection to the document, while other members seemed ready to accept the report, with a few changes proposed by some members.

With the objection of the countries, the Chair has been unable to put forward a "consensus document." To deal with this problem, it was rumoured that he would suggest a solution in the form of noting the objection in a footnote.

At the meeting on 23 July, the Chair put forward almost the same Annex, with the main change being a footnote stating that "The delegations of Bolivia, Cuba and Venezuela have placed a reservation on this text."

This was objected to by the three countries, as well as Nicaragua.  In a statement on behalf of the 4 countries, Venezuela's Vice Minister of Trade, Ms. Sohail Hernandez Parra, requested that the Chair's report include their views.

The countries wanted the report to include a few paragraphs that state that there is no consensus for a new services text, and that several delegations considered that there is no mandate to agree on elements that go beyond the Hong Kong Ministerial declaration. They want to add that there does not exist any obligation to respond to requests "to the maximum extent possible."

They also wanted the Chair's report to state that any language that modifies the current obligations of members is not legally binding, but that however there is agreement to immediately implement any treatment in favour of LDCs and small vulnerable economies.

Sohail Parra said the 4 countries wanted these points to be included in the report and in the "roadmap" (i.e. the annex of the Chair's report which seems to be in the form of a text), and not in a footnote.

Venezuela said its position remained, that it rejects that a text be negotiated as there is no necessity or mandate for such a text.  It however supported a decision oriented to benefit LDCs and SVEs. It insisted that the Chair limit himself to present a factual report under his own responsibility.

It said the four countries wanted the Chair to clarify the nature of the document he had circulated.  They do not agree that their views be characterized as a "reservation" to the text but they instead reject the text as a whole.

Bolivian Ambassador Angelica Navarro supported the Venezuelan statement, saying there is no mandate for a text in the report.  In Hong Kong the modality for services negotiations had already 
been agreed, and we should not be pushing this exercise but implement the Hong Kong modalities.

Bolivia wanted just a report, not a text.  To accept a report, it wanted the views of the 4 countries not in a footnote but as part of the report.  Navarro quoted from a letter of Bolivian President Evo Morales that basic services such as water are the subject of human rights and should not be an object of private business or liberalization rules.

She wanted this to be reflected in the report, which she said should state that further discussion is needed on the subject of human rights and services as it is Bolivia's view that basic services related to human rights (including water, education and health) should be considered as a different category in the WTO and the country's position is to exclude these services from the GATS.

At the end of the meeting, the Chair asked the four countries to give him their proposed language for inclusion in his report.  However it is understood that he would like to include this as a footnote, whereas the four countries would like their views to be placed in the body of the report.


AFRICAN MINISTERS STRESS ISSUES, VOICE CONCERNS ON G7 PROCESS

By Kanaga Raja, Geneva, 25 July 2008

The African Group issued a statement on Friday outlining what it expects to see from the negotiations on agriculture, non-agricultural market access (NAMA) and other issues at the WTO
mini-Ministerial here. It also expressed concern over the G7 process in that not one African country was represented in this group.

The Group said that seven days after arriving in Geneva to finalize modalities in agriculture and NAMA, it was "deeply disappointed" by the lack of progress in the negotiations, which it said, "are now unfortunately focused on the so-called G7...The African Group of Ministers have been kept in the waiting room with no positive outcome in sight."

It called upon the G7 to demonstrate proper leadership and adequate political will to unblock the issues.

In a statement delivered on behalf of the African Group at a media briefing Friday, Mr. Uhuru Kenyatta, Deputy Prime Minister and Minister of Trade of Kenya, said that ten Ministers from the eight African countries are in Geneva attending the WTO Mini-Ministerial meeting: Burkina Faso, Cameroon, Egypt, Gabon, Lesotho, Mauritius, South Africa and Kenya.

Their presence underscores the importance that the African continent attaches to the Doha Round, which aims to place development at the centre of the trade negotiations.

The statement said that in agriculture, "we expect the outcome of these negotiations to unlock the production potential of this sector in Africa so that it can effectively contribute in addressing our development needs such as livelihoods, food security and rural development."

The negotiations in agriculture therefore, should result in real and effective substantial reduction of trade distorting domestic support in rich industrialized countries, and increased market access for products of export interest to African countries. If this is done, African Countries will develop themselves via fair trade rather than relying on the diminishing aid. "We therefore expect an effective solution that will address the instability of commodity prices in the world market,
which continue to adversely affect the export of our commodities."

Import surges have also continued to undermine agriculture production in African countries. The African Group therefore expects an agreement on Special Safeguard Mechanism that will effectively address import surges which mostly arise from unfair trade practices, particularly from trade distorting domestic support systems.

On cotton specifically, "we expect a more ambitious outcome that will substantially accelerate the reduction of production subsidies in developed countries. Millions of poor people in Africa are dependent on cotton production. However, the huge subsides provided by the developed countries have continued to depress world prices and thereby driving farmers out of production with no
other sources of income."

"We are therefore looking forward to an effective and long-term solution on cotton. Of equal importance to the trade policy aspects of the cotton issue, is the development assistance dimension," said the African Group.

This is in the Doha mandate, said the Group, adding that progress has however been made on this aspect, but there is wide scope for faster implementation of the commitments by the developed countries and even faster disbursements.

On the issue of bananas, the African Group would like a solution that will not impact negatively on the African banana exporting countries. "We are therefore in support of the current consultations initiated by the WTO Director General on this issue with a view to arriving at an amicable solution that will continue to facilitate exports of bananas from Africa."

The African Group also said that it has concerns in both agriculture and NAMA negotiations regarding the negative impact of tariff reductions on preferences. Most of the exports from African countries are dependent on preferences granted mainly by the developed countries. The erosion of preferences will expose exports from Africa to abrupt competition leading to disruption of exports with adverse impact on export earnings as well as job losses. This can cause instability in the African Countries.

On non-agricultural market access negotiations, the African Group said that it is demanding for sufficient flexibilities in order to nurture and safeguard our industrial base. The African Group therefore will not accept proposals that will restrict flexibilities and thereby constrain policy space in the manufacturing sector. Sectoral initiatives must be purely on voluntary basis and should not be linked to the formula for tariff cuts.

The sectoral initiatives also must not have any impact on the preferential market access. In the context of fulfilling the development dimension of this Round, "we expect concrete commitments on the provision of assistance to enhance supply side capacity, so that African countries can take advantage of the increased market access opportunities that will arise from this Doha Round."

The Group supports proposals to amend the TRIPS Agreement to accommodate CBD issues to enable the continent to equitably share the full benefits arising from its enormous biodiversity resources.

The group attaches great importance on the development aspect of the extension of geographical indications as well as their registration. This will protect the originality of the African products and enhance both the market potential for resources emanating from the continent and the accrual of tangible benefits to the African Countries from which these resources originate. It will also be a good marketing tool that will ensure that African products do not lose identity in the global markets.

It said rules resulting from these negotiations in all areas, must not constrain the process of Africa's industrial development.

The Group stated that the negotiating process in this Mini-Ministerial has demonstrated the need for more work to be done in improving WTO decision making, inclusiveness, openness and transparency.

"We are deeply concerned that in the Group of Seven (G7), not one African country was represented in a round that purports to be about development. This does not augur well for the future of global governance."

The African Group called upon the G7 to demonstrate proper leadership and adequate political will to unblock the issues that have obstructed the timely conclusion of the negotiations that should lead to the development of modalities in agriculture and NAMA.

"We want to point out in this regard that we from Africa with our limited resources have bent over backwards to give all that we have to ensure that this Doha Development round is successfully concluded," said the Group.

"We would want to recall at this point that when this DDA was launched, we did not demand for the Doha round, the developed countries are indeed the ones who demanded it and they are the ones blocking the movement forward."

"We came into the round in good faith convinced it would be truly a development round that would help our African continent that is the most need of development to be able to pull out of abject poverty and join the rest of the world as an equal partner in global trade," the statement said.

"At this point in time therefore, seven days after arriving in Geneva to finalize modalities on Agriculture and NAMA, we are deeply disappointed by the lack of progress in the negotiations that are now unfortunately focussed on the so called G7 comprising of the major developed and advanced developing countries. The African Group of Ministers have been kept in the waiting room with no positive outcome in sight."

"We therefore once again call upon this Group to make the necessary political decisions to ensure that we as the representatives of the Global trading communities do not fail our people. This is a historic moment and we must seize this opportunity to ensure that we succeed. Failure is an option that we cannot afford," said the African Group statement.

Asked at a media briefing Friday as to what would be the bottom line for the G7 to deliver, Mr Kenyatta said that the G7 is shouldering a responsibility. "They have been meeting for the last two days, while we as the African Group, have been waiting in the waiting room."

"What we are saying is that leadership also comes with responsibility. That the issues pertaining to the G7 should not be the only issues at the table. They need to realize that there are over a 150 different countries here in Geneva waiting for them to show leadership, waiting for them to give on both sides so that we can all make progress and so that we can all achieve what this round is expected to achieve."

"We have been patient." he said, adding: "We have understood that there is need for that smaller group to indeed engage, but what we are saying is we cannot wait forever. We need a result."

The Deputy Prime Minister of Mauritius, representing the ACP Group, said "we have made a lot of sacrifices. Notwithstanding the fact that we are not very happy with everything that is contained in the two texts, we agreed to the architecture of what is being proposed. We also agreed to the level of ambition that all stakeholders are proposing."

He said that there are issues of great concern to us -- preference erosion, bananas and cotton.

On LDCs, he said that the text remains unclear on what products will be offered on duty free and quota free to all the LDCs. On Aid for Trade, he said "we are asking for flexibility, we are asking for time in order to help build productive capacity in our countries in order to take advantage of market opening."

On behalf of the ACP, the Minister said that "some of us were in the Green Room but we have accepted the process because at times, you need efficiency, because we want a successful round, but we want our concern also to be addressed and we hope that we'll find a solution that is fair, that is balanced, that is comprehensive, but that doesn't forget the middle D (Development) in the DDA (Doha Development Agenda)."

The Deputy Minister of Egypt said: "We came here with very clear priorities for the African Group", she said, referring to preference erosion, cotton, SVEs, flexibilities, and all issues of interest to Africa.

Yet, surprisingly, she said, we have been faced with new facts like increasing trends for eliminating the flexibilities; or the anti-concentration clause; or trying to link the sectorals with the formula and coefficients in NAMA, which she said, was supposed to be voluntary.

She also said that the cotton issue was not raised in the G7 consultations. This is why we call upon the G7 to put our priorities, as a priority for the consultation, because this is a development round, and without addressing the development needs of the African Group, "we don't see any benefits for us from this round."


HOW ANTI-CONCENTRATION CLAUSE WILL HARM SOUTH’S INDUSTRIES


By Sanya Smith, Geneva, 24 July 2008

Trade union leaders as well as heads of industries in developing countries have come out strongly at the WTO this week against the proposals on "anti-concentration" by developed countries and the Chair in the negotiations on non agricultural market access (NAMA).

They have demanded the removal of the anti-concentration provision in the Chair's NAMA text, and called on developed countries to drop their insistence on having this clause as part of a NAMA deal.

The International Trade Union Confederation has issued a paper showing how developing countries' industries would be damaged in at least three ways by such an anti-concentration clause:

* First, the development of the value chain in an industry would be curbed;

* Secondly, there would be a "substitution effect" in which even protected local products would lose out; and

* Thirdly, local firms that lose out on some of their products will also lose overall competitiveness because they have fixed overhead costs.

Many developing countries have been strongly against having an anti-concentration clause in the outcome of this week's negotiations on NAMA. They are particularly angry that this issue has only emerged in the past month or so, and yet it has been included in the Chair's 10 July text, which makes it easy for the developed countries to insist on it.

The fight over anti-concentration is one of the main sticking points in the negotiations in the Green Room and now in the G7 process this week at the WTO.

The anti-concentration provision is in paragraph 7(d) and only applies to those developing countries which are subject to the Swiss formula cuts on their tariffs. The paragraph is not bracketed, despite objections from developing countries. It says that at least [...] percent of national tariff lines or [...] percent of the value of imports of the Member in each HS chapter must be subject to full formula cuts (i.e. flexibilities cannot be used).

If this anti-concentration provision is accepted, it would mean that developing countries could not protect an entire industry, or even significant parts of a sector, from the application of the Swiss formula, which will cut tariffs in developing countries very steeply.

The inability of developing countries to protect its existing industries (or to shelter future industries) from full formula tariff cuts will give developed countries' firms more market access to developing countries since the firms and industries of the latter would be unable to be shielded from the deep tariff cuts of the formula. It is understood that Germany is particularly insistent on the anti-concentration clause in order to promote the interests of its car manufacturing industry.

The anti-concentration provision only arose in the last version of the NAMA text. The existing  mandate (established in the Hong Kong Ministerial Declaration) only specifies that whole chapters cannot be excluded, but this could be satisfied by allowing one tariff line in a chapter to be cut.

By contrast, the EU, backed by some other developed countries, has proposed that at least 50 per cent of tariff lines in a HS chapter (or a sector) must be subject to full Swiss formula cuts.  In other words, flexibilities can only be applied to 50% or less of tariff lines in a HS chapter.

According to the International Trade Union Confederation, the biggest trade union grouping in the world, there are three main ways that the anti-concentration clause undermines the ability of developing countries to protect sensitive sectors and maximize employment levels.

Firstly, in order to industrialise, developing countries need industries that have forward and backward linkages to the rest of the economy. Automotive manufacturing is one example where stimulating the production of parts locally generates employment, important skills and work for small and medium enterprises.

Because of this, many developing countries such as South Africa and Malaysia protect strategic and sensitive industries such as automotive manufacturing which are also important for employment.

If the anti-concentration clause is agreed to, only some of the value chain for industries such as clothing and automotive manufacturing could be protected.
Rudi Dicks, labour market policy coordinator at the Congress of South African Trade Unions (COSATU) said: "The anti-concentration clause sneaked in by the Chair takes away any hope of concluding an agreement on NAMA. With the limited flexibilities already in the text, anti-concentration would increase the devastation on jobs."

Secondly, substitution effects due to the anti-concentration clause may even harm those industries that are protected (for example by the use of flexibilities). COSATU gave the example of the textile and garment industry, in which various products such as cotton shirts and polyester shirts are produced.

These two types of shirts which use different fabric materials are substitutes for each other. If the developing country can only protect the manufacture of polyester shirts (but not these plus cotton shirts due to the anti-concentration clause), then tariffs on cotton shirts will be cut by the formula amount, so cheaper imported cotton shirts will enter the market.

Price conscious consumers will buy the cheaper cotton shirts which would mean that domestic polyester shirt manufacturers will lose market share, even though they are protected.

This also applies to fish products which are also subject to the NAMA Swiss formula. 200 million people indirectly make a living from fisheries in South East Asia. If the entire fish HS chapters cannot be excluded because of the anti-concentration clause, substitution effects may threaten these livelihoods.

Thirdly, the anti-concentration clause may make it harder to compete due to fixed overhead costs.  Many companies produce a variety of products (for example tinned tuna and sardines) and they have fixed overhead costs (such as rent or mortgage payments on land).

If only half of their production can be protected by tariffs due to an anti-concentration clause, then production of the unprotected half which cannot compete is likely to stop.  This may make the factory under-utilised.

Since their overhead costs are fixed, the competitiveness of the remaining half of their production is reduced, as the average costs would rise significantly. This could cause the company to lose a significant part of its business or even to close.

In a briefing note explaining the above three ways in which an anti-concentration clause adversely affects developing countries, the ITUC said:  "The clause reduces the flexibilities of developing countries and their freedom to identify which sectors and products are sensitive and need protection. Such sectors are often sensitive to imports and are labour intensive, meaning that the anti-concentration clause could result in significant job losses as well as undermine long term industrial policies."

The ITUC added that on the other hand in Agriculture, developed countries are allowed to identify many sensitive products (to be shielded from full formula cuts) without being restricted by an anti-concentration clause. "Therefore developed countries get the flexibility they need but developing countries do not."

It concluded that the anti-concentration proposal in effect removes the flexibilities in the NAMA modalities and further erodes policy space for developing countries. It advocated that "exclusions from flexibilities should be left to developing countries; which should be able to formulate 
policies regarding sectors, without having these imposed by the NAMA negotiations and outcome."

Local manufacturers in developing countries have expressed their concern about the anti-concentration clause.  Peak industry associations such as the Confederation of Indian Industry (CII) and Federation of Indian Chambers of Commerce and Industry have demanded that the clause be deleted.

"Indian industry is completely opposed to any caveats on flexibilities. The present text does not reflect development imperatives of developing countries and therefore should be dropped," CII Director General Chandrajit Banerjee said.

The main industry groupings of Argentina, India and South Africa have also issued a joint press release (dated 24 July) attacking the anti-concentration clause.

The Union Industrial Argentina (UIA), Business Unity South Africa (BUSA), and the Confederation of Indian Industry (CII), which also include the Automotive Component Manufacturers Association of India (ACMA) named anti-concentration as one of three major concerns to them in the Geneva NAMA negotiations this week.

According to their statement, the NAMA text will "seriously damage the industrial sector with the attendant loss of jobs and business closures in the three economies."
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US ATTACK ON CHINA, INDIA SOURS THE MOOD AT WTO TALKS

By Martin Khor and Kanaga Raja, Geneva, 28 July 2008


The fate of the July 2008 WTO talks still hung on the balance in the early evening of Monday 28 July as a meeting of the G7 fought on a few critical issues including special products (SP), special
safeguard mechanism (SSM) in agriculture as well as sectoral initiatives in non agricultural market access (NAMA) and other issues. The newly formed G7 comprises US, EU, Japan, Australia, Brazil, India and China.

The mood at the WTO this morning turned tense and sour as the United States launched a frontal attack on China and India. Its official David Shark claimed India "rejected the package" (the one-page paper that WTO Director General Pascal Lamy had produced at the G7 and Green Room meetings last Friday) while China had "walked away from it." And that their actions threw the Doha Round into the "gravest jeopardy."

China responded strongly, saying that the US was in no position to point fingers when its farm domestic support (OTDS) ceiling of $14.5 billion (in the text) gave it a lot of policy space and moreover its many other sensitivities were also covered. China, in contrast, had already lowered its agricultural bound tariffs to lower than even some developed countries, and it was now prepared to lower its NAMA tariffs so that the applied rates drop by 30%.  India gave a point by point view of the various outstanding issues.

The SP/SSM issues have taken center stage, with about 100 developing countries represented by various groups (G33, Africa, ACP, LDCs, SVEs) issuing a statement on Sunday night criticizing 
the Lamy draft's points on SP and SSM, and asking for changes to these as well as to the agriculture modalities paper of 10 July.

Many other issues also remained unresolved by Monday afternoon, including cotton and preference erosion in NAMA. Although an agreement on the banana issue was signed between the EU and the Latin American exporting countries, the ACP Group has been upset by both the substance and the process of that deal (since they were not consulted in the deal), and are asking for their views to be taken into account.

New texts on agriculture and NAMA are expected to be produced on Monday night. They are scheduled to be tabled for discussion on Tuesday at the Green Room and perhaps in the TNC.  Many delegations, including from key developing countries, are very worried that they will have almost no time to study the texts, but will be called on to adopt them to save the July talks and the whole Round.

Late on Monday afternoon, US Trade Representative Susan Schwab came down from the G7 meeting and told reporters:  "We are concerned about the direction a couple of countries are taking this. We had on Friday night a real path forward to a successful Doha round."  She said there had been a delicate balance in the text and 6 out of 7 countries had then embraced the outcome. If one thread is pulled, the eal would unravel, she said.

At that time one country was not party to the agreement and now a second country is backtracking on commitment it made, and there is a real risk as that country is advocating selectively reopening the package, she said. (She was obviously referring to India and China respectively). The US will continue to bring it back to a form where we can have a successful outcome, she said.

Indian Commerce Minister Kamal Nath came down half an hour later and  said that when the package was presented last Friday it was clear that India had not agreed with it, and India made this clear to all. "We said India has serious concerns about Trade Distorting Support and the non-mention of cotton. We were hoping from Friday that we would see some movement on OTDS and on SSM. The SSM is an issue for 90 countries and is a safeguard to protect the poorest of the 
poor. It also protects the poor from subsidised products. We have not seen the operationalisation of the treatment of SSM. On cotton which is an agreed matter, discussions still continue."

Nath said when the paper was distributed on Friday India stated it does not agree with the paper. There was no ambiguity in what India had said. It has been said that some large and emerging countries are the problem. India is large, I cannot deny that, and India is emerging, he said.  But it is not a problem.

The Schwab and Nath statements on Monday evening had been foreshadowed by the very open spat at the TNC in the morning.

After the finger-pointing speech by the US, the Chinese Ambassador Sun Zhenyu told the informal TNC meeting: "We have tried very hard to contribute to the success of the round. It is surprising that at this time, the US started this finger pointing. I am surprised because they are now talking about cotton, sugar, rice of China as if we are not going to make any more efforts there."

China explained what it has contributed to this round. It said that due to its accession 
negotiations, its tariff in agriculture on average is now 15.2% bound at this level, "which is lower than the average of the European Union, lower than Canada, lower than Japan, lower than quite a number of developed countries on average." On NAMA, China said that its average is 9%, bound at that level. "And in this round, we will cut about 30% in applied level. So, we are making
contributions of 50% of the total developing countries in terms of applied rate cut."

China also said that in OTDS, "the US now is spending $7 to 8 billion this year or last year, maybe a little bit more to 10 billion, but they are offering $14.5 billion with a lot of policy space for the US." It also said that the US can never expand its TRQ to the level of China's TRQ quantities, which are 9 million tons for wheat, 7 million tons for corn, 5 million tons for rice.

India said that important issues remain to be resolved. In NAMA, India was somewhat confused regarding new aspects being raised on the Sectorals issue. It stressed that the voluntary nature of the mandate has to be preserved at all costs. In addition, issues regarding South Africa and Argentina remain to be addressed.

In agriculture, India said that at the top of its list of unresolved issues are the issues of SPs and SSM. These issues concern the bulk of the membership and need to be addressed urgently, said India, pointing to the joint statement that the G33, African Group, ACP and the SVEs issued Sunday highlighting the main aspects which remain to be addressed. "Unless these are resolved, modalities cannot be achieved."

India also said that it is difficult to understand why some developed countries should resist tariff simplification when developing countries, both in Agriculture and in NAMA, are moving towards 100% simplification. It was also disappointed to note that the cotton issue remains unresolved.

Indonesian Trade Minister, Mari Pangestu, who coordinates the G33, said there is progress and there is the making of an acceptable package. But as many have mentioned, since this is not a take it or leave it package, there are many parts that need to be resolved since all have certain sensitivities which have not been adequately addressed. "Note that this is not just developing countries, but we have heard that some developed countries have expressed concerns with regard to sensitivities, even in paragraphs and footnotes. These sensitivities have to be addressed and the conversation should include those that have these sensitivities.

"As the minister from Norway has indicated, we are ready to be invited to talk about the remaining unresolved issues that are still sensitive to find a resolution. We are waiting and ready to talk. Therefore we are very disappointed to hear the blame game tone taken this morning by one country mentioning specifically other countries and even certain products. This is not constructive and certainly counterproductive.

"We at the G33 and the countries mentioned have indicated a readiness to be constructive and positively engaged and ready to find a resolution. The US had mentioned that the package was accepted by a majority of countries. But at the same time a majority of countries - the G33, the African Group, the SVEs and the ACP - still have problems with parts of the package since they feel their sensitivities have not been adequately addressed.

"Indonesia also still has concerns with the new text proposed on sectorals in NAMA and we are seeking clarification to ensure that the non mandatory principle is maintained. "Furthermore, in all this we need time to respond and evaluate. Let us not use the time pressure to lead us to adopting a take it or leave it approach to the package. Let us reflect on this. We remain committed to a successful outcome of these negotiations. We are not blocking negotiations. We just need more time so that the sensitivities of a majority of us are adequately addressed."

Meanwhile, the WTO spokesman Keith Rockwell said that new revised draft modalities texts on agriculture and NAMA are expected to be issued by Lamy late Monday. Lamy said to the TNC that there will be no surprises.

His aim is to encapsulate in these texts as much as possible the convergences that have emerged. Obviously, issues remain to be resolved, which may be left out at this stage. On issues where there is no convergence now, these will be left blank.

In his statement to the TNC, Lamy listed the areas on which there has been some significant convergence.

According to Rockwell, there is broad agreement on tropical products, and on preference erosion in agriculture. On sensitive products for developing countries, there will be modifications that have been largely agreed to the existing text. There is an understanding on the Special Safeguard for the developing countries, said Rockwell.

There is broad understanding as well on the question of in-quota tariffs, and an understanding on the question of overall trade-distorting support for developing countries and scheduling that support, said the WTO spokesman, adding that on export prohibitions and restrictions, there will be improvement to the transparency provisions in the current text.

With respect to the under-fill mechanism (paragraph 4, Annex E of the current text), there is new language there. On export competition, Rockwell said that it appears as though these issues have been largely settled. There is also convergence on the question of state trading enterprises.

There remain outstanding issues, added Rockwell, mentioning the creation of new TRQs. But there is also concern among many members on the question of tariff simplification and this will require a decision by Ministers at the political level. On the issue of cotton, Rockwell said that the agriculture chairman Crawford Falconer and the Director-General are devoting considerable attention to this issue today.

On NAMA, Rockwell said that there is language now that will strengthen the Hong Kong Ministerial Declaration pertaining to duty-free, quota-free market access for least developed countries. On the question of non-reciprocal preferences, there has been some inclusions of new tariff lines pertaining to the US and EU, but there is no convergence on this as yet. He said that there seems to be agreement on the treatment of Bolivia with respect to notification to the Council
on Trade in Goods. There has been favourable consideration given to Mongolia's request that it be treated as a low-income economy in transition in the category of small and vulnerable economies.

On the question of South Africa and the partners of the Southern African Customs Union (SACU), Rockwell said that there is not yet consensus on the request of South Africa for additional flexibilities, but there is widespread support for additional flexibilities. The question is largely about the number. With respect to Venezuela, there has been no convergence as yet. Consultations are continuing.

On sectorals, Rockwell said that there is a reaffirmation among members on its non-mandatory nature. Consultations are proceeding with respect to new language.  On the question of small and vulnerable economies, progress has been made and convergence is close. The outstanding issue is the target average in the top bands. There is a growing convergence as well on product coverage. On the question of recently acceded members (RAMs), consultations are ongoing and the question is the additional implementation period for RAMs - will it be three years or four
years. On the question of Oman and its relationship to the WTO as part of the Gulf Cooperation Council, these consultations are ongoing.

The Director-General said that he believes that this represents significant progress. He said that "We now have a question of hours because the clock is against us."

Minister Jonas Store of Norway briefed members on the TRIPS-related issues. He said that he is continuing his efforts to explore whether we might find a way forward which would not prejudice members' positions on the most contentious points, such as the relationship of these issues, particularly the question of TRIPS/CBD and the GI extension - the relationship of these issues to the single undertaking and the legal form of an outcome.

He hoped that nevertheless, he could find a solution which could give satisfaction to all members and enable work to move ahead positively. It is his impression that there is an increasing acceptance that this is the way forward, and that we still have a considerable way to go to find agreement and encapsulate it in language.

100 DEVELOPING COUNTRIES IN SHOW OF STRENGTH ON SP, SSM

By Kanaga Raja, Geneva, 28 July 2008

In the most significant development on Sunday, the 7th day of WTO talks, groups representing about a hundred developing countries issued a joint statement criticizing the points in the Lamy draft on Special Products (SP) and Special Safeguard Mechanism (SSM), and demanded
that their own proposals be taken on board instead.

The common position of so many countries was a powerful counter to the view projected by developed countries, that it was mainly India and a few other countries like Indonesia that  were against the SP and SSM portions of the Lamy draft.

The statement on Special Products and the Special Safeguard Mechanism was issued Sunday evening by the G33, the African Group, the ACP Group and the Small and Vulnerable Economies (SVEs). It was made available at the Green Room meeting on Sunday night and circulated at the Trade Negotiations Committee meeting on Monday.

Indian Commerce Minister Kamal Nath announced the statement's existence when he entered the WTO for the Green Room meeting on Sunday night. Speaking to journalists, he said there are 100 countries which have made a statement on SP and SSM, expressing their concerns. "It's not India, it's about 100 countries," he said, adding that India has supported the statement.

[The propaganda attempt of the developed countries, in particular the US and the EU, to project the opposition as coming only from India, Indonesia and one or two other "recalcitrants" has been propagated by the western media around the world, with one western agency citing an unnamed African diplomat as questioning Kamal Nath's claim, and faithfully reproduced in the daily WTO clippings file, as part of the WTO's management of news. - SUNS]

The statement of about 100 developing nations said that the groups had stated that the present G33 positions, which have evolved considerably over the last few months, reflect a fair basis for a final settlement. It gave figures on SP and SSM which reflect the limits of the flexibility that they can show on these issues.

The joint statement said that the sharp rise in global prices and the food crisis in large parts of the developing world have lent added urgency to the call of developing countries for effective safeguards in the WTO negotiations for trade liberalization in Agriculture. These safeguards are at the core of the development outcome of the Round as they involve the concerns of food security, livelihood security and rural development in developing countries. The most essential of the safeguards involve the instruments of Special Products and the Special Safeguard
Mechanism.

It is essential that the outcome on Special Products and SSM fully reflects the concerns of developing countries. "In the present context, when we are poised to complete the modalities in Agriculture, we have reviewed our position and come to the conclusion that the present G33 positions, which have evolved considerably over the last few months, reflect a fair basis for a final settlement." Nevertheless, said the statement, in a spirit of constructive engagement, we are willing to show some flexibility in order to obtain a reasonable outcome.

The numbers in the statement reflect this understanding based on the consultations among the G33, African Group, ACP and SVEs. "We would also like to emphasize that in our view, these reflect the limits of the flexibility that we can show on these issues."

On the issue of Special Products, the groups said that they agree to the proposal in Para 121 for SVEs.

[Para 121 of the Agriculture Chair's text says that SVEs may, if they choose to do so, apply the moderated tariff tiered formula for SVEs provided for in Paragraph 65 - moderate the cuts specified in paragraph 63 (i.e. the formula cuts for developing countries) by a further 10 ad valorem percentage points in each band - plus the SP entitlement. Alternatively, they may choose not to apply the tiered formula but simply meet an overall average cut of 24% through having in effect opted to designate as many tariff lines as they choose as SP. The tariff lines so chosen need not be subject to any minimum tariff cut and need not be guided by the indicators.]

The groups said that they can accept the Director-General's proposal of a single tier approach for SPs and 5% tariff lines with zero cuts subject to the following conditions: (i) Overall number: 15% as against our latest position of 18%; (ii) Overall Average Cut: 9% as against our position of 12% cut in the second tier for non-zero cut SPs; (iii) For recently acceded members (RAMs), 1 percentage point more for overall number of SPs and 1 percentage point less for overall average
tariff cut.

On the SSM, the statement said that the overall structure in the text should not be changed. Triggers and remedies as in Para 124 where remedies were to stay below the Uruguay Round bound levels, should remain.

[Paragraph 124 states: As regards the volume-based SSM, it shall be applied on the basis of a rolling average of imports in the preceding three-year period (hereafter "base imports"). On this basis, the applicable triggers and remedies shall be set as follows: (a) where the volume of imports during any year exceeds 110% but does not exceed 115% of base imports, the maximum additional duty that may be imposed on applied tariffs shall not exceed 25% of the current bound tariff or 25 percentage points, whichever is higher; (b) where the volume of imports during any year exceeds 115% but does not exceed 135% of base imports, the maximum additional duty that may be imposed on applied tariffs shall not exceed 40% of the current bound tariff or 40 percentage points, whichever is higher; ( c) where the volume of imports during any year exceeds 135% of base imports, the maximum additional duty that may be imposed on applied tariffs shall not exceed 50% of the current bound tariff or 50  percentage points, whichever is higher;  (d) where, formally, these triggers could be met, but the absolute level of imports is manifestly negligible in relation to domestic production and consumption, remedies would not be applied.]

Triggers for Para 134-136, where remedies would go above the Uruguay Round bound levels should be the same as in Para 124.

[Paragraphs 134 says that LDCs can apply the maximum remedy even if this would otherwise breach a pre-Doha bound tariff, provided that the maximum increase over a pre-Doha bound tariff does not exceed 40 ad valorem percentage points or 40% of the current bound tariff, whichever is higher. Paragraph 135 says that SVEs may apply the maximum remedy provided even if this would otherwise breach a pre-Doha bound tariff, provided that the maximum increase over a
pre-Doha bound tariff does not exceed 20 ad valorem percentage points or 20% of the current bound tariff, whichever is higher, for up to a maximum of (10-15)% of tariff lines in any given period. Paragraph 136 says that other developing countries may apply the maximum remedy even if this would otherwise breach a pre-Doha bound tariff provided that (a) the maximum increase over the pre-Doha bound tariffs would be no more than 15 ad valorem percentage points or 15% of the current bound tariff, whichever is the higher; (b) the maximum number of products
for which this provision would be invoked would be no more than 2-6 in any given period; and 
(c) this would not be permissible for two consecutive periods.]

The statement said that the structure of remedies for breaching the Uruguay Round bound levels should be stabilized according to the following (Para 134-136): LDCs - 100% or 100 percentage points; SVEs - 75% or 75 percentage points; Other developing countries - 30% or 30 percentage points. The number of tariff lines which can breach the Uruguay round bound levels: LDCs – unlimited (continues as in text); SVEs - 30%; Other developing countries - 7%. The statement said that the condition in Para 124 (d) is a totally unnecessary restraint and puts the operation of Para 124 in serious jeopardy. It should be deleted. The price trigger is 90% of the reference price. The remedy in price-based SSM is 100% compensation of the price difference.

On other issues in SSM, the statement said:

 -- Triggers are to be calculated on the basis of a rolling average of imports of the most recent 3-year period for which the data are available.

--  Since a Member is free to raise the applied duties to the Doha Round bound levels, the requirement of additional duties applying on applied tariffs should be removed from the text.

-- Para 128 is a cross-check for price-based SSM. This could be accepted only on a best endeavour basis by substituting the words "shall not normally" with the words "undertake, as far as practicable, not to", which is the language used in the SSG.

[Paragraph 128 states: Developing country Members shall not normally take recourse to the price-based SSM where the volume of imports of the products concerned in the current year is 
manifestly declining, or is at a manifestly negligible level incapable of undermining the domestic price level.]

-- The exclusion of Preferential Trade from calculation of triggers is not acceptable. "We are ready to show flexibility from our original position and agree to the inclusion of preferential trade in the calculation of triggers and applying the remedies to preferential partners (and vice versa)."

-- The exemption of shipments en route from SSM remedies is to be applicable only in volume-based SSM and not in price-based SSM.

--  The period of remedy for all products should be 12 months, irrespective of whether the product is seasonal or not. Limiting the duration of remedies to two consecutive periods is not acceptable. This condition should be withdrawn from Para 131.

[The relevant parts of Paragraph 131 says that the volume-based SSM may be maintained for a maximum period of 12 months from the initial invocation of the measure, unless a seasonal product is involved, in which case the SSM shall apply for a maximum of six months or to cover the period of actual seasonality, whichever is the longer...No product shall be subject to the volume-based SSM consecutively for more than two periods and where such consecutive application has occurred this may not be resorted to again before the elapse of a further two
consecutive periods.]

-- Where the Uruguay Round bound levels are breached, limiting the duration of the remedy to one period and not allowing it in the next consecutive period is not acceptable.

-- The requirement to make available "ongoing calculations of rolling averages" of import volumes and prices for any "potential" SSM invocations is too cumbersome for developing countries. Para 7 of the G33 proposal meets all requirements of transparency in sufficient measure.

COMMENT ON THE LAMY DRAFT OF 25 JULY

By Martin Khor, Geneva, 27 July 2008

On 25 July, the WTO Director-General presented a one-page draft of modalities to the Green Room meeting, and the next day the same draft was given to the Trade Negotiations Committee. This draft has been the basis for comments and some new negotiations in various formats.

The Lamy draft of 25 July 2008, in the form of key points on modalities of agriculture and NAMA  is basically a version of the texts of the Chairs of agriculture and NAMA (issued 10 July 2008). It thus reflects the same basic imbalances (developed vis-a-vis developing countries) within these two texts as well as between the two texts (agriculture vis-a-vis NAMA).

There is thus an outcome that is unfair to developing countries and in certain ways damaging to their economic interests. The draft caters to and reflects the concerns and sensitivities of major developed countries, while rendering the instruments of flexibility for developing countries inadequate or ineffective.

OVERALL TRADE DISTORTING DOMESTIC SUPPORT (OTDS)

The allowable OTDS for the US is to be cut by 70%. This is mid-point within the range in the Chair's paper of 66-73% cut. Thus the present $48.3 bil level is cut to $14.5 bil (which is mid-point between the Chair's range of $13-16.4 bil). The $14.5 bil level is far below the estimated 2007 actual OTDS of $7-8 bil. The US actual or applied OTDS level in 1996-97 was also $ 7 bil before rising to $19 bil in 2005 (according to the US date notified to the WTO) before dropping to $11 bil in 2006 and $8 bil in 2007 (according to G20 estimates).

Thus the Lamy-proposed $14.5 bil allowable level is double the 2007 level, allowing the US to have a lot of "water to increase from the present $7 to 8 bil.

The allowable OTDS for the EU is to be cut by 80%. This is in line with what the EU has said it would do (i.e. to be 10 points higher than the US). This is also mid-point in the 75-85% range in the Chair's paper. The EU's present allowable OTDS is Euro 110.3 bil. A cut of 80% would bring it to Euro 22 bil. (This is mid-point between the Chair's range of Euro 16.5-27.6 bil).

In 2004, the EU's applied level was Euro 57.8 bil (according to Canadian simulations in a WTO paper).  According to an estimate by Jacques Bertholet, the estimated level in line with CAP reform would be Euro 27 bil in 2008 (if this is calculated according to the orthodox WTO method). And according to another estimate it is expected to drop to Euro 12 bil at the end of the CAP reform in 2014. Thus the cut to Euro 22 bil, through it appears to be large, would allow for "water" vis-a-vis what is planned. The lowering of the allowable and applied OTDS is also
accompanied by a rise in the Green Box support (which is not part of the OTDS). A large part of the domestic support of the US and EU has shifted to the "Green Box", which is supposed to be non trade distorting and on which there is no limit placed. The EU subsidies are rapidly shifting from OTDS to Green Box in the CAP reform.

While actual OTDS is cut, subsidies are shifted to the Green Box and total domestic support may not decline.  Recent studies (e.g UNCTAD India) have shown that the Green Box support can also be trade and production distorting. As BL Das (2006) has pointed out: "The really significant escape route is the Green Box and the possibility of unlimited increase in future...Thus the Green Box, particularly its window of  decoupled income support' will continue to be the route
to give farmers unlimited amounts as subsidies." The proposals for amending the Green Box  (which are not covered in the Lamy draft) does not limit the amount of Green Box support.

Thus the cuts in allowable OTDS for US and EU may appear large (70%, 80%) but in fact will not reduce applied or planned reductions in OTDS and moreover these will be offset by an increase (in the case of the EU) in the Green Box. The subsidies should not be there in the first place due to the distortions they cause, and their reduction should not be "paid for" by developing countries through the high price in market access in NAMA and agriculture and services being
demanded of them.

The figures 70% cut in OTDS for US and 80% cut for EU are not adequate as they do not constitute effective and substantive or real cuts. In particular, the $14.5 bil OTDS for the US is not adequate, and the level should go below the range in the Chair's text ($13-16.4 bil) especially because of the changed situation of prices which have led to reductions in applied levels in recent years. In particular, the $14.5 bil level cannot be used as a "trigger" to demand such high obligations from developing countries in agriculture, services and NAMA.

SENSITIVE PRODUCTS

Developing countries have been demanding a tariff cap of 100% for developed countries in agriculture. This was opposed by some developed countries. As a compromise, they are allowed to exceed the 100% cap for sensitive products, which are the products most likely to have very high tariffs. Therefore the sensitivities of developed countries are catered for. Another sensitivity is to have "sensitive products" for developed countries which can deviate significantly (one
to two thirds) from the formula cut. The 4% number is within the Chair's text of 4-6%, while the "plus 2" also caters to certain developed countries. Thus their sensitivities are taken care of.

SPECIAL PRODUCTS

The majority of developing countries, championed by G33, have argued for special products to promote their foods security and farmers' livelihood concerns, arguing that SPs should not be subjected to tariff cuts (or at most have minimal cuts) especially since developed countries' subsidies continue to distort the market. The G33 position was for at least 20% of tariff lines to be self designated as SPs (with half of that having zero cut) and for a 3-tier system of cuts. This was modified to a "hybrid approach" with some lines not needing to show "guidance by indicators"
while others can show such indicators guidance.

Recently the G33 made concessions with a 2-tier system (one tier of zero cut, 2nd tier with average 12% cut).  The G33 rejected a one-tier system because the tariffs with zero cut within that would mean that other tariffs have to "compensate" by being higher than otherwise (to meet the average cut).

The Lamy draft has rejected the G33 position by having only one tier. Only 12% of tariff lines can be special products (which is on the low side of the Chair's range of 10-18%). Within the 12%, 5% can have zero cut, but the 12% as a whole will have an average cut overall of 11% (Chair's range was 10-14%). The Lamy draft's decision to have only one tier makes it difficult for developing countries to have zero-cut SPs as well as SPs with low cut. If the country chooses 5% of tariff lines to have zero cut, the other 7% of tariff lines have to be cut by an average of 19%,
so as to meet the overall average cut of 11% for all the 12% SP tariff lines. This is far from especially the original G33 position of at least 20% of tariff lines as SPs, with half of that having zero cut, a quarter having  5% and a quarter having 10% cut.

On top of this, developing countries have to cut non SP tariffs by a significant extent. In the Chair's text, tariffs above 130% are cut by 44-49%, tariffs that are 30-60% are cut by 38% and tariffs below 30% are cut by 33%;  the overall average cut is 36% which is much higher than the Uruguay Round average cut of 24%. This is a high commitment to make, especially since the developed countries' domestic subsidies will continue.

SPECIAL SAFEGUARD MECHANISM

The Lamy draft specifies so many conditions on the use of the SSM as to render it operationally ineffective. The SSM will in name help developing countries' farmers but in practice it will not, thus giving a false impression that livelihood and food security concerns are taken care of. The main problem is that the draft restricts the ability of SSM to bring the applied tariff to above the current (or the Uruguay Round or the pre-Doha) bound levels.

SSM for bound rate trigger is 140% of base imports. This creates a new condition and limitation - that a separate and more difficult trigger is set for products where the SSM will lead to tariffs exceeding the pre Doha level.   Before this (eg in Chair's texts, in G33 proposals), the same triggers are used. To meet this high volume trigger of 40% increase in volume of imports would mean that few products can avail of having tariffs above the Uruguay Round levels. Instead of the
Lamy draft, there should be only one set of triggers for all products using SSM.

Remedy for above pre-Doha bound level has ceiling of 15% of current bound tariff or 15 points, whichever is greater. This is extremely restrictive as this low level of extra duty allowed will be insufficient to address the problem of import surge or declining import prices. Therefore the objective of SSM - to protect food security and farm livelihoods by effectively address the problem of import surge and price decline - will not be met.

The normal safeguard (i.e. the safeguard agreement in WTO) and the present SSG does not have any limit on whether the SSM duty can exceed the duty level of the previous Round.  By having such a condition, the SSM becomes weaker than the normal safeguard or the SSG, thereby erasing its purpose (which is to be special.  Therefore there should not be any limitation as to whether the SSM can exceed the pre-Doha level. It should be allowed to have an extra duty that is effective in addressing the problem of price decline or volume surge (by having a duty that
enables the local product price to be competitive with imports). That remedy is not normally applicable if prices are not actually declining. This implies that the use of the volume trigger is conditional on the second trigger (price decline) being also present. Such "cross checking" should not be there as each trigger in itself should enable action. Thus, this condition should be removed.

Maximum number of tariff lines for above bound is 2.5% tariff lines in any year. The 2.5% is too low. In fact, the limitation by number should not be there. As long as the trigger comes into effect, the SSM should be allowed to be used to the degree required to address the problem (i.e. to maintain the competitiveness of local products). There was no such numerical condition or limitation in the normal safeguard or the present SSG.

NAMA COEFFICIENTS AND FLEXIBILITIES

The Lamy draft basically uses the coefficients and flexibilities of the Chair's 10 July text. This text is extremely imbalanced and does not fulfil the less than full reciprocity principle. It requires the developing countries to undertake tariff reductions by more than developed countries. It also cuts the developing countries' bound tariffs very deeply, thus reducing many applied tariffs, and/or seriously reducing policy space to make use of tariffs for industrial development.

Coefficient 8 for developed countries would mean that the average bound tariff of the three major developed countries would be reduced by about 28% (i.e. EU by 33%, US by 29%, Japan by 22%). Coefficient 22 (the central coefficient in the Lamy draft) would reduce the average tariff of developing countries like India, Brazil, Indonesia, Venezuela by about 60%.

The flexibility of 10% for cuts that are half of the formula cuts, or 5% exemption in the central coefficient of 22 is not sufficient and is further restricted by the value of imports. The higher flexibility (14% plus 16% or 6.5% and 7.5%) is also not sufficient for the lower 20 coefficient. And it is also very serious to have zero flexibility if a country chooses 25 coefficient.

Many developing countries have argued that the less than full reciprocity principle must be respected and reflected in the coefficients. Thus if coefficient 8 is chosen for developed countries, the tariff reduction rates for developing countries should at most be two thirds of the reduction rates of the developed countries, and this can be reflected in the coefficients for developing countries, if the LTFR principle is to be respected. The figures in the draft do not fit this criterion.

Anti-concentration clause 20% of lines, 9% value. The limitations in the flexibilities are made more serious by the draft's anti-concentration clause that 20% of tariff lines with at least 9% of the total import value (in any sector or HS chapter) must be subjected to the full formula cuts. This anti-concentration clause came into the Chair's text very recently, for the first time in 10 July text. Many developing counties have argued that such a clause should not be included, as the
language in the Hong Kong Declaration is sufficient.

SECTORALS

Many developing countries objected to the linking of sectorals to flexibilities or coefficients. This linkage is maintained in the Lamy draft. But now, more seriously, the draft for the first time also includes the new obligation that certain countries (listed in Annex Z) have committed to participate in negotiations in at least 2 sectoral tariff initiatives. This seems to contradict the "non mandatory nature of sectoral initiative", which is stated in the paragraph of the draft.

It is not clear whether countries can choose whether to have their names listed in the proposed Annex Z. According to one diplomat, certain developing countries are being pressured to have their names included in Annex Z, as a condition for the whole Doha modalities deal to go through.


LAMY DRAFT FACES OPPOSITION FROM MANY AT TNC
By Kanaga Raja, Geneva, 28 July 2008


At a meeting of all WTO members on Saturday (26 July) morning, many developing countries indicated opposition to critical parts of the one-page draft that WTO Director-General Pascal Lamy had given to the Green Room of about 30 Ministers the previous night.

The informal meeting of the Trade Negotiations Committee on 26 July was the first chance that the whole WTO membership got to respond to the Lamy draft.

Several delegations accepted the Lamy package as acceptable, or an acceptable starting point for further negotiation, but some others had more serious reservations, ranging from problems with individual parts of the package to complaints that the agriculture and non-agricultural proposals are unbalanced. Especially critical were Argentina, South Africa, Venezuela, Indonesia, India and
Bolivia, according to some trade diplomats.

One of the issues of most concern was the new special safeguard mechanism for developing countries, particularly when this raises tariffs above pre-Doha Round (or Uruguay Round) legally bound maximums. Another area of contention was the NAMA part of the draft.

At a media briefing following the informal TNC meeting, WTO Spokesman Keith Rockwell said that Lamy told the TNC that the group of 7 members and the larger Green Room meeting had shown leadership and made compromises, and that the package of elements he circulated represents their contribution.

Lamy said that the various elements of this package are linked in one way or another as part of a whole and should be seen as such. This is not a final product, he said, but one around which to build convergence. There are elements in this package with which many at this stage are uncomfortable, to a larger or lesser degree, including some who have expressed specific reservations. The package will remain on the table as a contribution, but there remain many 
elements not in this package which need to be tackled urgently in order to find the overall political balance.

There is, said the Director-General, no such thing as partial modalities. The next step in the consultative process is to address other issues, including cotton, preference erosion, tropical products, bound in-quota tariffs, tariff simplification, tariff quota administration, and developing country sensitive products.  In NAMA, the focus of work needs to be on issues such as preference erosion, the issue involving Venezuela, and the question of recently acceded members.

Minister Jonas Store of Norway, who has been conducting consultations on the three TRIPS-related issues (GI register, GI extension and TRIPS/CBD), said that positions on some key issues are diametrically opposed and he believed that it is important not to allow these difficulties to put in jeopardy the success of this meeting. He has therefore been exploring a way forward which would not prejudice members' positions on the most contentious points such as the relationship to the single undertaking of the Doha negotiations and the legal form of any outcome. Store said that he hoped that he would nevertheless give sufficient satisfaction to all members and enable work to move ahead positively. He said that the consultations have so far been constructive but have not yet reached a point where he is in a position to put forward specific proposals.

On specific reservations expressed over the proposed package of elements, Rockwell said that the principle reservation pertains to the special safeguard mechanism (SSM). He explained that the principle problem that members have focussed on is the threshold of 140% (the proposed text says that for use of SSM above bound rate, the trigger is 140% of base imports).

Rockwell said many countries expressed concerns about the threshold of 140% on either side - those who believe that the trigger is set too high and those who believe enabling countries to breach the Uruguay Round bound tariff would mean less trade liberalization. There was very strong views expressed on either side.

At the meeting, India said that the numbers circulated by the Director-General provide a basis for discussion in many areas in agriculture and NAMA. However, "we have serious concerns
regarding the numbers in some of the areas." India said that on special products, it can accept the one-tier approach. But coverage at 12% is inadequate. It is at the lower end of the 10-18% range that the Chair had provided. "We will need at least 15%." The average cut of 11% is too high as it
includes the zero-cut lines and would result in an average cut of 19% on the non-zero lines. This needs to be reduced to 9%.

"We have even more serious concerns on the numbers in the SSM," said India, adding that the above bound rate trigger of 140% is simply not acceptable. "We cannot go home with a provision which would ask us to wait for an import surge 40% before we can take remedial action. By that time, the import surge would have wreaked havoc on the livelihoods of the most vulnerable farmers.

"Let me repeat, this is simply not acceptable," said India. The G33 had agreed with the structure proposed by the Chair in para 124. It was clear that this structure would apply to above bound rate triggers also. A reversal of this understanding tilts the balance against developing countries very significantly, said India. This issue has all the makings of a deal-breaker. "We need serious reconsideration of this proposal." Similarly, said India, the ceiling on the remedy at 15% or 15 ad
valorem points is way too low and would need to be revised upwards. That is also true of the limitation of 2.5% tariff lines. The proposal for a cross-check mechanism is contrary to the mandate for separate price and volume triggers and, therefore, would need to be removed.

On NAMA, India said that on the anti-concentration issue, it had signalled its willingness to negotiate reasonable numbers. This is a major concession given the concerns that important sections of Indian industry have on this proposal. "Our understanding is that the two numbers (20% of tariff lines, 9% value) are either/or numbers and not cumulative. "This has to be confirmed." The language on the sectorals is too prescriptive and goes beyond the understanding that we reached a few days back before the text was released, said India, adding that the voluntary
nature of participation has to remain the main element. "We would need to negotiate the language based on this understanding."

"While yesterday's proposals certainly mark progress in the negotiations, we have many more issues to address before we conclude the modalities," said India, adding that issues such as cotton, preferences, bananas, duty free quota free, tariff simplification remain to be negotiated and incorporated in the modalities. Results of the negotiations on some of these issues like tariff simplification can significantly tilt the balance against developing countries. "We can only assess the balance including under para 24 of HKMD (Hong Kong Ministerial Declaration) once we know the outcome on these issues."

On the services signalling conference, India said that it has tabled very ambitious proposals on services and it would expect its major trading partners to also reciprocate rather than only keep taking and not giving.

Argentina said that new ideas are valuable if they contribute to change and correct the trend that has been overhanging the negotiations. "Regretfully, this is not so with the informal paper presented this morning. Without significant changes to it, I am afraid it would be impossible to reach a positive outcome for the modalities." The ideas floated this morning are poor in agriculture and substantially unbalanced in NAMA, Argentina added.

On agriculture, Argentina said that the OTDS of the US would remain at $14.5 billion, $7.5 billion, or 100% above its lowest historical level and the probable current applied level. This means that they are keeping 100% water; a 70% cut for a tariff of 85% is equivalent to a Swiss Formula coefficient of 36. For a higher tariff of 150%, the 70% cut represents a Swiss coefficient of 64; there is no tariff capping, just a poor "compensation" for its absence; 4% tariff lines of sensitive products capture most of our exports to developed members; 4% domestic consumption of TRQ expansion is not even the middle point of Falconer's range. Anyway, the reduction of ambition is mainly caused by the partial designation methodology.

Argentina said that it recognised the elimination of the Special Safeguard in developed members, but this was agreed in the Uruguay Round: Paragraph 9 of Article 5 says that it is a transitory measure. "We already paid for that in the Uruguay Round."

The rest of the agriculture text also causes concern to us, said Argentina, adding that some difficult issues for developed members have been brushed aside from the discussion, including some that are in brackets in the Chairman's text. Argentina cited as examples the flexibilization of the green box for developed members; cotton; the transparency loopholes in the base of expansion for sensitive products; the partial designation floor; no creation of new TRQs; tariff
simplification in ad valorem terms.

On NAMA, Argentina said that "what we have from the ideas floated is more of the same. We had rejected the Chairman's text already and the numbers in the new paper do not change an iota from this text." What is being thus proposed is against the principles of Less Than Full Reciprocity and Special and Differential Treatment for developing countries. A Swiss Formula coefficient of 8 for the US and the EU represents a cut slightly over 42%, while a coefficient of 20 for Argentina, including flexibilities means a cut of 60% on the same basis. "As you see, it is a two thirds cut lower for developed countries than for developing countries. It is less than full reciprocity inversely applied for the benefit of the main trading partners."

Argentina noted that it has repeatedly said this is not acceptable. The proposal is against Less Than Full Reciprocity and paragraph 24 of the Hong Kong Ministerial Declaration. The numbers in NAMA should substantially change and the conditions attached eliminated so as to have a go towards an agreement. Developing countries are the locomotive of the world economy. If this is a
development round, their interests should not be neglected; on the contrary, should be clearly taken on board for the sake of the international trading system and the benefit of the world society, said Argentina.

Venezuela said that in recent days, it had insisted that we did not want any surprises. It was thus surprised by the draft, which is a clear step back in terms of the process, because it arose from only one small group (the G7) in order to impose NAMA and Agriculture texts and give the impression to the public that there is an agreement.

Venezuela will continue to reject a process developed in those restricted groups, because they are not representative nor binding for the whole of the Membership. Moreover, the majority of the sensitivities in the paper are provided to developed countries. "We refuse the circulated text in its totality," said Venezuela.

It said the 12% of tariff lines proposed for special products in agriculture is not even the middle point of the range put on the table, nor is it the 20% that many countries and alliances asked for. This contrasts with what Lamy did on the OTDS of the US, where the middle point of the range in the paper was selected. Additionally, the suggestion of only one tier for the treatment of Special Products, goes against the mandate of flexibility for SPS.

In respect of SSM, Venezuela reiterated that there should not exist limits on the remedies, and the right to overlap the bindings, they should be clearly defined and available for all the developing countries. The SSM presented in the text, is totally restrictive and loses the sense of the application of a safeguard, first, because it is almost impossible to apply it, second, because it has limitations in the application of remedies on top of the bindings, said Venezuela.

Speaking to journalists after the meeting, Deputy Trade Minister of South Africa Mr. Rob Davies said that the numbers on NAMA (in the proposed Lamy package) "were not developed with our concurrence. We weren't part of the consultations." He added, "we had no mandate to agree on anything on anti-concentration clauses or on compulsory sectorals."

He remarked: "If they are asking us to stretch beyond our red-lines, then first of all, we are going to have to do it in consultation with all of our other groups, and secondly, we'll need in general to be assured that this is going to be a development outcome, it's got to meet some tests." He pointed to the principle of less than full reciprocity, and paragraph 24 (of the Hong Kong Ministerial Declaration). "At the moment, it doesn't look like that."

"As there is no 'water' (difference between bound and applied rates)," he said, and in South Africa's most sensitive product tariff lines, there is very little between bound and applied rates. "So, once you start applying the Swiss formula,  we start cutting deeply, deeply into our applied tariffs," he said, adding that hundreds of thousands of jobs in the clothing industry and important 
strategic sectors like automobiles in the South African economy are threatened. "We can't let this all go for the sake of being nice to in a multilateral forum. We can't."

He noted the understanding that South Africa will get between 1-6 additional points. "We said to them, actually what we asked for was 6 and more. And the 6 was based on a coefficient of 35. If the coefficient is going to be 22, then we need many more than 6 extra points."

Following the conclusion of the Green Room meeting Friday evening, US Trade Representative Susan Schwab said: "We have a tentative agreement on a path forward. There are a number of significant issues to be resolved. I think the biggest concern we have is that a handful of large emerging markets threaten this round for the rest of us."

Brazilian Foreign Minister Celso Amorim said that "I am encouraged. I think we made progress. No one's totally happy."

Meanwhile, speaking at a media briefing Saturday, EU Trade Commissioner Peter Mandelson said that he has the backing of EU member states to work on this emerging deal. The package has the potential to offer something close to the balance needed, between agriculture and industrial goods, within industrial goods negotiations, and between developed and developing countries.

SUNS #6528, WEDNESDAY, 30 JULY 2008

WTO TALKS NEAR COLLAPSE AS DELEGATES PONDER WHAT COMES NEXT

By Martin Khor, Geneva, 29 July 2008

The WTO talks were heading for a collapse in the early evening of Tuesday, as the G7 failed to reach agreement on the issue of special safeguard mechanism (SSM) for agriculture in developing countries.  This issue had become the center of the negotiations in the past three days.

The United States reportedly insisted that on an extra trigger of 140% or more before developing countries can use the SSM to raise the duty above the pre-Doha levels (i.e. the present rates set at the Uruguay Round or during accession to the WTO).

This continued to be unacceptable to India in the G7 meeting this morning. The Indian position has been backed by about 100 developing countries in the G33, African, ACP, LDC and SVE groups, which on Monday circulated their joint statement on SSM and Special Products at the Trade Negotiations Committee.

Many Ministers involved in the "Green Room" have been expressing frustration at the slow rate of progress of the G7 talks, as they have had to wait in their hotels day after day, as the WTO meeting went beyond its allocated six days. (It was scheduled to end last Saturday).

Many of the 30 to 40 Ministers whom Lamy had invited for the mini-Ministerial had already decided to go back, as they found little role for themselves for most of their week here, while those remaining had reached the limits of their patience. "I have a government to run back home," said one Trade Minister, as he left the WTO for the last time, three days ago.

At a Green Room meeting this morning, the diminishing number of Ministers was noticeable, according to one diplomat. "It has become a mini Mini-Ministerial," he said. The inability to keep these other Green Room Ministers waiting for another day, even if the G7 Ministers were willing to carry on, may have set the ultimate deadline for the talks to succeed or fail today.

The special safeguard had become the big cause on which a majority of developing countries gathered around, and the G33-ACP-Africa-LDC-SVE joint statement detailing their positions on SP and SSM had changed the dynamics of the overall negotiations.

The United States had tried to portray India as the country that was stalling the G7 talks. For a little while the media went along and painted Kamal Nath, the Indian Commerce Minister, as the one person holding back progress, due to what was portrayed as his stubborn and intractable position on SP and especially SSM.

The joint developing-countries statement articulated the deeply-felt concerns that import liberalization had already led to import surges and threats to local agriculture, and that a an effective and easy-to-use SSM was essential to prevent further farmers' dislocation.

The SSM became a symbol and a rallying call for these countries. "And a SSM alone is not enough. It has to be an effective SSM that we can use" said an African official, whose words were echoed by many in the past few days.

On Monday morning, an unexpected and strong attack by the US on China and India at the Trade Negotiations Committee soured the atmosphere, and increased the level of tension.

On Monday night, Lamy put forward a new one-page draft on SSM which was vastly different from the text in the agriculture Chair's text of 10 July or his own draft of last Friday. Kamal Nath on Friday night told journalists he could accept a lot of the new SSM text, and he called on the United States to also accept it as the basis for discussion.

The Lamy text did away with triggers altogether and with figures on the remedy (or by how much extra duties can be imposed to counter lower import prices or higher import volumes).

A major operational paragraph is that "The level and duration of the measure shall be proportionate to the harm in question, and shall not exceed what is necessary to facilitate adjustment. The duration of the measure shall not exceed the calendar year."

Kamal Nath said that the new Lamy text made the SSM more simple to use as there were no triggers.  He indicated it could be the basis for a solution.

Some G33 officials who saw the text later also welcomed the simplicity and possible effectiveness of the paragraph above. However, they were against some parts of the text, in particular that the SSM could be used when a product is imported "in such quantities or price and under such conditions so as to cause demonstrable harm to its food security, livelihood security and rural development needs."

The condition to show "demonstrable harm" is similar to the WTO's Agreement on Safeguards, in which serious injury to local producers is a condition for the use of the "normal safeguard." It is
because the special needs of agriculture and farmers require prevention of harm or injury rather than action only after serious injury, that a special safeguard for agriculture is needed.

Also the condition that all three criteria must be satisfied is more restrictive than the one  condition in the normal safeguard, i.e. injury to local producers.

And the provision in the Lamy text that other members can ask for a review of the SSM action through a permanent group of experts whose decision will be made in 60 days and is binding and not subject to appeal, is also procedurally much more difficult and could be a disincentive for affected countries to take SSM action.

Nevertheless the positive aspects of the text made India accept it as basis for a possible solution. The United States, however, refused to use this new text for negotiations. It continued to insist on the new and major point in the previous Lamy text (of 25 July), that if a country wants to use the SSM to raise duties above the pre-Doha levels, it has first to satisfy the condition of a 40% volume trigger (i.e. that the import of the product has increased by 40% or more), and that the
price of that product has also declined.

The special trigger for SSM use for duties above the pre-Doha bound rates became a "must have" for the US, while India and the G33 and other developing country groupings could not accept this special trigger, which had been introduced so late in the day by Lamy in his 25 July draft.

On Tuesday, other alternatives were explored by officials of the G7 officials, but none could become the basis of an agreement on SSM.

At a Green Room meeting on Tuesday morning, the G7 deadlock on SSM was revealed to the Ministers, while progress in other areas was also detailed. Many Green Room Ministers reportedly spoke of their frustration in waiting for the G7 to produce results, thus increasing the atmosphere that time was now really running out in the WTO's July process.

At 6 pm on Tuesday, the US Trade Representative Susan Schwab appeared before journalists and said that last Friday night, "we were so close to agreement" but unfortunately things had moved apart.

Asked if the Round had collapsed, she said:  "No, I am not saying the Round is over. We continue to be committed to the Round."

But her brief and somber appearance more or less confirmed that the real negotiations had collapsed.

The next hours and the next day at the WTO will be preoccupied with what to do next, how to treat the various texts and proposals on the table, whether any of them would have a higher status than others, and whether the Doha negotiations would continue after the summer break in September, or would be "suspended", and if so how and when they might be revived.


SERVICES CONFERENCE GIVES OUT “POSITIVE SIGNALS”

By Martin Khor and Kanaga Raja, Geneva, 28 July 2008

A "services signaling conference" that took place at the WTO on Saturday afternoon seems to have pleased many of the developed and developing countries that took part in it.

The Trade Ministers of the United States, European Union and Australia, as well as India and Brazil gave broad indications that they had received positive signs or signals that their potential partners had been forthcoming.

Independent experts are, however, sceptical whether the US and EU Ministers are able to live up to their promises in trying to offer commitments under Mode 4 to have more visas for developing country professionals.  (See end of article).

There is no publicly available list of which countries took part. However, it is understood that the participants included the US, EU, Japan, Australia, Canada, Norway, Switzerland and New Zealand, as well as China, India, South Africa, Thailand, Malaysia, Mexico, Singapore, Brazil, Chile, Indonesia, Korea, Egypt, Hong Kong, and Uruguay.

The services meeting mid-way through the negotiations on agriculture and non-agricultural market access (NAMA) was insisted on by developed countries as well as India, so that they could gauge the levels of concessions their potential partners were willing to make.

This, they said, would give them an idea of the overall level of gains they could get in the overall market-access package of agriculture, NAMA and services. In turn, this may influence the concessions they would be willing to make in agriculture and NAMA.

In any case, this was the rationale of the demandeurs of the signalling conference. The developed countries were interested to find out the revised offers in Mode 3 (commercial presence) that the developing countries would make, while India was interested in the offers on Modes 1 and 4 that the developed countries would make, while LDCs were especially interested in Mode 4 (temporary movement of natural persons).

Speaking after the meeting, US Trade Representative Susan Schwab said that she felt that the first conversation about services by Ministers was ''a good step forward... All of us would liked to have seen more on the table...but I think the vast majority would acknowledge it was a good step and we hope that the Doha Round will proceed so that we can see what these signalled offers actually look like in writing...''

Asked as to what the US signalled on Mode 4, Schwab said that ''on Mode 4, we've had consultations with Congress. We'll continue to do that and when it comes to temporary entry of business professionals, we signalled that we are prepared to have that conversation in the context of the Doha Round, but obviously it needs to be in conjunction with our consultations with Congress.''

EU Trade Commissioner Peter Mandelson said ''we just had a very good meeting of signalling future potential offers. I was encouraged by some of the signals that we got and I think that what was said this afternoon will provide a basis for revised offers in services in the autumn.''


He said that he heard some interesting signals from India, and a couple of things from China, one in particular that he wants to specify and follow up. He will also sustain the opening that he indicated on Mode 4. He hoped that others would match what he has indicated so ''as to make it worth our while...''

Indian Commerce Minister Kamal Nath told journalists that on Modes 1 and 4, there were more specific offers from the EU, while the US made some positive statements on Mode 4 but said that it was subject to decisions by the US Congress.

Indian Commerce Secretary G.K. Pillai said that the EU had signalled an offer on Mode 4 that included the removal of an economics needs test and the establishment of a minimum quota of a certain number (that it mentioned). Other developed countries such as Australia and Canada also spoke on Mode 4. However, the US conditioned their statement on Mode 4 with the fact that it had to consult with Congress.

According to a diplomatic source, Brazil signalled offers on reinsurance, financial information services, maritime transport; China signalled professional services, retail trade, construction and energy services; and India signalled commitments in R&D, market research, mining-linked services, courier and express delivery, telecoms, financial services and asset management.

While the reports from the major participants of the signalling conference were positive, there is considerable scepticism whether the US will be able to follow through on its promise to try to win over Congress to get more professional visas for developing country citizens.

Commenting on the reports that Schwab is "ready to talk" on giving more visas, WTO expert Chakravarthi Raghavan said that  "to have a conversation in the context of Doha", in the words of Schwab - is even less than "signalling" and has zero value, and more so when the "conversation" will be in conjunction with "consultations with Congress".

"Even in terms of the 'expired' fast track authority, the congressional authorization had excluded visa issues - viewing it as 'not a trade' issue. Even in the Uruguay Round, the US agreed to provide some temporary visas, but hedged it with several other requirements; and in some instances, the issues also touch the states.

"But with the Bush administration having no authority whatsoever to undertake and ensure adoption of the commitments by Congress, and given the widespread and tense internal political debates in the US over the 'immigration' issues and the 'temporary guest worker' proposal that Bush made, but was shot down by Congress, the offer to hold conversations is meaningless PR exercise.

"As for Mandelson 'offering' to provide more such visas, unless the Lisbon treaty is ratified by all EU members (and there is no sign Ireland is about to hold another referendum), the visas, and other work permit requirements, for non-EU 'persons' is within jurisdiction of individual members.

"This means that individual members of the EU have to agree and, as at the time of the Marrakesh Treaty and scheduling of the GATS concessions, they could each put in their own conditions and limitations - and in some cases, it could result in a 'person' going to one European country to perform a service, not being able to combine the work and move on to another European country to do another job".
New Zealand academic Dr Jane Kelsey, an expert on services negotiations, said that to understand the EC's "signal" on Mode 4, it is necessary to look at the EC's position on "movement of key business personnel" in their current FTAs, the template for which is the CARIFORUM EPA.

"You will see there that there are very strict conditions for gaining access that will work to screen out large numbers of contract service suppliers and professionals who might at first instance appear to qualify," she said. "It seems inconceivable that the EC would offer more in the GATS 
negotiations than its newly adopted approach in regional and bilaterals, especially as it is still negotiating an FTA with India and will want to retain bargaining chips for that one."

Myriam Vander Stichele, another GATS expert and working as senior researcher at SOMO (a Netherlands-based CSO research centre) and closely monitoring the EU and its GATS offers, demands and proposals, said that the so-called positive signals from the EU (and the US) on Mode 4, allowing more contractual service suppliers from developing countries to work temporarily in the EU are very misleading.

She said that it appears that the persons who would be allowed to work in the EU would have to be high level professionals if they have a contract, and not the many other lower level and poorer services people some developing countries are also interested in.

Actually, the business community in the EU is very much interested of being able to hire the high-educated from around the world in the EU where they are facing a lack of the professionals they need.  For quite some time, the services businesses have been lobbying for more relaxing of immigration of only high level professionals, she added.

"Other so-called positive proposals that have been seemingly made at the signalling conference included significant reduction of foreign equity limitation (i.e. less exemptions of Art. XVI on market access)," said Vander Stichele.

"This means that developed countries' multinational companies will have it easier to take over and control more and more services companies in the developing countries (e.g. when owing more that 50% of the shares), with higher profits going to the Northern headquarters and their shareholders," she said. "This is without assurance of better services in the developing world... The arguments that Northern controlled services companies bring more efficiency in developing
countries is far from proven in different sectors."

Particularly worrying is the liberalisation that may be "signalled" for financial services, added Vander Stichele. "What has been called progress means that some Northern countries might give more market access in financial services for sophisticated consumers. However, these sophisticated clients are mostly in the North and are mostly those speculators that have been contributing to the financial crisis and the food crisis, as regulation and supervision of institutions such as hedge funds and the financial services they have been offered, is still far off."

Raghavan added that viewing the so-called Mode 4 offers of the EU and US, and the other offers and proposals in Modes 1 and 3, as a kind of trade-off for the market access demanded by the US and EU from India or other developing countries is highly misleading.
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DEVELOPING COUNTRIES CALL TO REASSESS DOHA PRIORITIES AFTER TALKS FAIL

By Martin Khor and Sangeeta Shashikant, Geneva, 30 July 2008

Many developing countries called for a reassessment of the Doha negotiations following the failure of the past fortnight's Geneva talks. In particular, they said that one major failure of this week was that development issues, concerns and perspectives were not taken into account at the various meetings.

These views were projected at the formal Trade Negotiations Committee meeting (at which formal record is made of the proceedings) at the WTO this morning.

India said that during the nine days' negotiations, it remained convinced that we can resolve the remaining issues in NAMA and agriculture and to address services, TRIPS and Rules. At the end, "we found it difficult to understand how we could not come to terms with an issue that reflects the livelihoods of millions of the poor around the world", clearly referring to special safeguard mechanism (SSM).

India said it is pertinent to note that the issues on which we could not make much progress are issues central to the development mandate of the Round – trade distorting support and disciplines, special products, SSM, cotton,  duty free quota free (DFQF) treatment for LDCs, etc.

"This has to be a cause for serious introspection. We have to ask why we cannot resolve the main issues which concern developing countries in the WTO. An answer to this is relevant for the future credibility of [the] WTO... If we are to strengthen the WTO, a way will have to be found to enable it to address the aspirations of the bulk of its membership."

India suggested that a dialogue be initiated to consider how to take forward some issues with deep development implications on a fast track basis, such as DFQF for all LDCs, aid for trade, and enhanced integrated framework.

India said we are disappointed but not disheartened. As a first step, it is important  to capture the understandings on a number of issues, and the cumulative understandings constitute very substantial corpus of work that can be the platform for future engagement. They are too important to be consigned to memoirs. After a period of introspection, we need to engage on how to build a programme to bridge the gaps.

South Africa, represented by its Trade Minister, said the failure is a missed opportunity. In particular, it regretted that there was no early resolution of cotton, DFQF access for LDCs, the banana issue and tropical products and so on. "We therefore support the proposal for an early harvest on DFQF, cotton and bananas."

While there will be varying assessments of the causes for the failure, we need to reflect seriously on the systemic implications for the WTO and the fuller integration of developing countries on equitable terms into the global trade system.

To prepare for re-starting the talks, important lessons from the last 10 days should be taken. The development agenda must remain at the centre of the talks, with the core aim of strengthening the system to support development aspirations.

"For negotiations to succeed, we must ensure the development objectives are given greater weight than narrow mercantilist objectives. Development and increased trade are not synonymous... A single minded focus on trade and market opening can also be detrimental to broader development considerations. The construction of the agenda and the negotiation process must take this into account.

"A second lesson from the last 9 days is that pursuing rigid formulas and frameworks that ignore the specific situations and concerns of particular members can be a recipe for failure. The system must respond and accommodate specific concerns of particular countries.

"We have to reaffirm and implement principles of SDT and less than full reciprocity in favour of developing countries, while taking into account real differences among developing countries."

China said after 10 days of hard work by ministers, China is disappointed as many others with the setback we are confronted with in the negotiations. On the substance in general terms, China reiterated the importance of the development dimension that the round should deliver, without which it could never come to a successful conclusion.

In this regard, the major developed Members need to exercise genuine leadership in the negotiations rather than engage in any unhelpful activities with a view to shifting responsibilities onto others, including through the media, said China.

For the sake of strengthening the multilateral trading system, Members should not give up our efforts, said China.  All the progress made should be preserved instead of being wasted and we should resume our work as early as possible on those issues still outstanding.

Indonesia, on behalf of the G33, said that it shared the deep disappointment expressed by many that we are unable to achieve the objective of our meeting.

The G33 has been here to engage constructively. We have showed flexibility to move as we know the concerns of some members. The G33 was prepared to compromise and negotiate an acceptable balance. But it regretted that the compromise could not be reached.

The G33 continues to take a positive and constructive approach. It hoped the process will continue, whilst keeping the positive results achieved.

Argentina's Minister was deeply disappointed and said the problems were on substance and process. On the process, the senior officials should have tried to reduce differences and let, if possible, the main controversial issues to be left to Ministers.

In Agriculture, the work was evidently made before the meeting with broad participation and in the text the positions and options were clearly identified. On the other hand, NAMA was problematic because of how the texts were presented and how a consultation group was formed (referring to the G12 that met at the US Mission).

The lack of the Geneva meeting was due to the wrong insistence by developed countries to put pressure on developing countries. The level of commitment for developing countries exceeds that of developed countries, violating para 24 of Hong Kong Declaration.

It is clear that amendments must be made to the text especially on NAMA, and this requires structural changes so that it can be a basis of negotiations. Only once there is compliance with the principles of the round will it be possible to make progress in NAMA, said Argentina.

In a brief statement, the US Trade Representative Susan Schwab said that this is not the time for long speeches but rather a time for reflection. It is not a time for name calling but for constructive leadership.

She said it is a huge disappointment that we did not reach the goal, and assured partners and the Director General that "what you have put on the table is still on the table." There is always room for improvement and managing the process. The difficulties of this negotiations were not on process but on substance.

Switzerland said even if negotiations have not succeeded, a lot of useful work was done even if some important issues are open. The first priority is the stabilization of all the texts, the Chair's reports, report of the services signalling conference, report of TRIPS consultations, this will be the basis for future work.

It said that August should be for internal reflection, and the DG has many tools to work with, such as quiet diplomacy, technical work on issues that are not ready for decisions, plurilateral discussion on how to improve the process.

Colombia said that all the agreements achieved should be reflected in a Chairman's text.

Guyana (speaking for the Caribbean Community) said that we cannot avoid the use of the word failure because some leading members cannot secure convergence on SSM. As members of the G33, the Carribean Community is of view that a satisfactory outcome of SSM is a sine qua non.

Despite the importance of this issue, it is inconceivable and beyond our wildest imagination that at a historic moment, we could not construct the bridge between the legitimacy of using the SSM and possible abuse of SSM. Something else must be at work here (to prevent an agreement).

Surely we have treated cotton again in a shabby fashion, said Guyana. There are clear instructions of how to deal with the C4's proposals, to avoid the shame the world will heap on us on this issue. Let us try and carve out some arrangement that will allow an early harvest for cotton producing countries, said Guyana.

Indeed, since we are on early harvest matter, it is necessary to note that as this round becomes comatose, we in the Caribbean are exposed to an early harvest on bananas. We cannot and will not subscribe to the terms of a deal on bananas in whatever form, since that agreement  seeks to drive the final death nail into the banana industry.

The EC has said that it will compensate the farmers but how it intends to compensate for the loss of entire livelihoods is yet to be seen.

Venezuela's Trade Minister said the WTO should take into account the demands of developing countries and the negotiations should have the participation and approval of the entire membership. It strongly affirmed that any results that arise from small groups of countries or their efforts to reach conclusion of the Round cannot and should not represent a basis of future discussion.

Noting that the negotiations (of the past days) did not involve the full participation of developing countries nor reflect the interests of all members, Venezuela said we should go back to having the negotiations in negotiating groups and that proposals made by members that are not included should be included, so that the reports can be credible.

On services, Venezuela reiterated that the Chair of the group should limit himself to having a factual report given on his own responsibility, since there is no consensus on a new text.

If these discussions have not led to a successful outcome, this is due not to developing countries or any topic but to the lack of real political will on the part of developed countries which would like to impose their wishes and interests on the rest of the membership.

Mauritius, on behalf of the ACP, said it is a sad day but all is not lost. The presence of Ministers have closed gaps on a number of pending issues. How we capture this progress and chart a road map are concerns that we have to address.

Australia said we should recognize the enormous amount of work achieved. Our challenge is to ensure progress is not lost. We should reflect on the failure and on best way forward.

Nigeria said it had called on major players to exercise flexibilities to reach Mont Blanc. It regretted that this plea has not been heeded. The present difficulties are only temporary. It warned against a blame game.

Bolivia said for future talks, we should avoid setting artificial dates. It proposed a change in the mandate to enhance the development dimension. The Chairs' texts should not be considered the only basis for negotiations, but the formal and informal positions of members should also be considered. Various expressions of positions should be treated equally.

The problem where certain delegations felt that certain texts were not valid should be dealt with. On the TRIPS disclosure consultations, Bolivia had difficulty with the 9 July document as it does not cover concerns of Bolivia that there should be no patents on life.

Bolivia also requested that in the Rules negotiations the reform of Article 24 of GATT (on regional agreements) be included.  It wanted to consider possibilities of including SDT and asymmetries as principles in bilateral trade.

On services, Bolivia said there is no mandate on a text although it supported areas where there is a consensus (such as treatment of LDCs). It also wanted the report to include that there should be an exclusion from GATS of services that relate to human rights, such as education, water, and telecommunications.

It supported  an early harvest for cotton and LDCs. It said there should not be finger pointing on the failure. However, we should indicate that more than 100 developing countries face problems in truly achieving development in this round. The real problem is with mind-sets. We want positive results but we are not achieving beneficial results with the current package.


Cuba said the hollow rhetoric of the rich countries on development was shown up. We need to look at the new starting point, at how the new process will be conducted and at the participation of members. We cannot accept that what was discussed between a reduced number of countries can be taken as a starting point.

Criticising the process, Cuba said many members noted that this was a process favouring a few members. It called for changes in the direction of the WTO. It also supported what Venezuela and Bolivia said on services.

Peter Mandelson, EC Trade Commissioner, said we have to face up to the consequences of our failure. We did not fail for lack of time. We failed because we lacked the political will to close the final gaps. He said we had agreement on 90-95% of the issues at stake in modalities. This was 
a deal within reach. I believe that people will look at the question on which this round broke and shake their heads in disbelief.

The EC had tabled ambitious offers including a 60% average cut in the EU's farm tariffs, 80%  cut to trade distorting subsidies, cuts to industrial tariffs that would have left us with an average tariff of barely 2% and no tariff over 6%.

Only Doha could have delivered these things in a single package. What would have been a huge collective success, must now be counted a massive collective failure. We have just lost the insurance policy that would have bound in the openness of the global economy.

In the autumn, after a summer of reflection, we must renew our dialogue, nurture our relationships, said Mandelson, and talk like adults about where we go from here. None of the politics in our countries will get any easier. He said his team would return to Geneva, not to take up where we left off, but to make sure what we have is not entirely lost.

KAMAL NATH EXPLAINS HOW THE GENEVA TALKS FAILED

By Kanaga Raja, Geneva, 30 July 2008

"We cannot put at stake the livelihood security of 1 billion people from all countries," Indian Commerce Minister Kamal Nath said Wednesday, explaining the stalemate that occurred the previous day over the issue of the special safeguard mechanism in the WTO mini-Ministerial talks.

The Indian Minister was speaking to media today after the collapse of the WTO's Geneva talks. Nath said that when a special safeguard mechanism is operated, there should not be a remedy that frustrates it. "Then, why have this special safeguard mechanism," he asked.

Nath said that he has always said that he was willing to negotiate commerce, "but not livelihood security. If there was to be a stalemate on commercial considerations, it would have been entirely different from this deadlock on livelihood security."

He noted that the G33 had worked for the last three years on the issues of livelihood security. He also cited the declaration of the G33, the ACP, the African countries and the vulnerable economies - representing about 100 countries - in that the most important thing was that the 
livelihood security and the vulnerability of the poor farmers could not be traded off against commercial interests of the developed countries.

In the Hong Kong Declaration, developing countries had been given the SSM. He said that at the heart of the development round lies less than full reciprocity, special products, and special safeguard mechanisms. "That's at the heart of this round. That's the bedrock of this round."

He said the SSM would operate only in terms of a contingency, and when you operate it, you cannot have a remedy which frustrates it. "Otherwise, why have this special safeguard mechanism," asked Nath. "It was this which led to the stalemate, when I thought that we cannot put at stake the livelihood security of 1 billion people from all countries," said Nath.

Referring to the Lamy package on Friday, Nath said: "I want to make it very clear, there was a proposal on Friday where I had very clearly said that this proposal is not satisfactory, is not adequate in terms of the special safeguard mechanism. This proposal has subsidies which are twice than those subsidies which are being given.

"And if developing countries want to guard themselves against a surge of subsidized products, of course, they need a special safeguard mechanism. You need a special safeguard mechanism in any event and more so to protect yourself against subsidized products."

Nath said that he would urge Director-General Pascal Lamy to treat this as a pause, not a breakdown and to keep on the table what is there.

"For six months, officials have worked very hard and have produced texts and what is at stake is not mere commercial interests but what is at stake is so many benefits to our African friends, to our LDCs; we would have to not let these fritter away."

Asked about India's relations with Brazil and G20, which had taken a different position in the talks, Nath said that the G20 is a diverse group and that is what gives the G20 credibility. The 
G20's proposal has always respected and contained in it provisions for SSM and SPs. There are no numbers in it but the concept has been accepted by the G20 in its proposal.

Responding to a question on what USTR Susan Schwab had said about possible abuse of SSM, Nath said the US has imposed safeguards 28 times in the last three years on textiles.

Referring to what world prices are today, he said that the SSM would not need to be imposed, so why should anybody be worried. "But if it's a matter of caution, should you be leaning towards safeguarding livelihood security or safeguarding commercial interests?"

Asked if the single undertaking approach to the Doha Round had been one of the complications, with too many issues to be resolved at once, Nath said that the single undertaking has to be there because nothing is agreed until everything is agreed. "The WTO is not a buffet that you pick up what you want and go."

Asked about two developments on SSM - a compromise proposal by Lamy and subsequently, a negotiator  within the G7 group who tried to converge positions by offering a tiered formula, Nath said that after the Friday effort, there was an alternate proposal because one of the concerns was misuse and abuse (of the SSM).


"And I categorically said that we are willing to subject ourselves to any anti-abuse or misuse provision. Let it be crafted any way. That was crafted," said Nath, who went on to read out the relevant provision whereby any member may request a review of the necessity by a permanent group of experts and their decisions will be within 60 days, and shall be binding and not subject to appeal.

"Never in the history of the world trading system has any country agreed to this," said Nath, adding that India agreed to this. "We agreed to this only to dispel a feeling of misuse or abuse." There was a proposal and it was rejected by one country (referring to the US).

Nath said on Monday night it was decided that a proposal meeting the concerns of everybody could be prepared after consultations, and for three hours, it was worked on (by senior officials) on Tuesday morning. It was rejected by one country, said Nath, adding that he did not want to go into the blame game.

Nath said the SSM was a "given" and it is the bedrock. It was the mechanism of protection and "if you say 'we don't want to give you anything to protect yourself', well then so be it."

Asked how the collapse of the Doha talks will go down in India, Nath said that he has to go back home to find out. India has always stood for under-developed countries. "We must remember that India has more poor than all the LDCs put together. And we have always stood by the concerns, the needs of the poorest countries and we shall continue to do so," he said.

In response to another question, the Indian Commerce Minister said that the negotiations were going very well. It's not that they have broken down on huge issues. They have broken down on a safeguard mechanism to protect livelihood security. "I don't think anybody doubts that. Now, if somebody says 'we don't want to give you this protection', what do you do," he asked.


SCHWAB STILL BLAMING INDIA AND CHINA AT PRESS BRIEFING

By Kanaga Raja, Geneva, 30 July 2008

US Trade Representative Susan Schwab said that five out of seven countries in the G7 had accepted the Lamy package put forward last Friday night, and implied that these two countries (India and China) had blocked the WTO talks in Geneva from success.

She said it was "distressing" for the US to find itself without a Doha Round agreement. The provision on the scope of a special safeguard mechanism in WTO Director-General Pascal Lamy's compromise package, which according to her deadlocked the negotiations, would have "done the trick".

Schwab was speaking at a media briefing Wednesday morning following the collapse of the WTO Geneva talks the previous evening.

She said that "tremendous progress" was made over the last week in bringing clarity to aspects of the Doha Round package in agriculture, manufactured goods and services. "We've probably moved the ball further forward in the last ten days than we have in the last eight years."


Schwab said on Friday, we really thought we had the makings of a deal. According to her, five of the seven countries in the "G7 leadership group" were prepared to accept the proposal put forward by Director-General Pascal Lamy. Unfortunately "we weren't able to capitalize on that."

She said the negotiations ultimately deadlocked on the scope of a so-called safeguard mechanism. She said that there was such a provision in the Friday compromise and "it would have done the trick. The provision would have addressed the legitimate concerns and needs of those worried about their subsistence farmers and livelihood of farmers in the event of surges of agricultural
products."

"And yet, there were others who demanded more, and more included a tool to close markets," she said, adding that "it would have been a very sad commentary on a development round if the conclusion had resulted in higher barriers to trade leaving the round than those we had coming in. And quite honestly, there were some advocating that the safeguard mechanism be designed in such a way that that would have been the outcome."

She said that the issues like the trigger (in the SSM) are not just numerical debates, and those have to do with how should it be for a developing country to close its market to other developing countries, and how easy should it be for "a developing country, a recently acceded member of the WTO" to roll back or take back tariff concessions it made in its WTO accession negotiations.

What the US remains committed to is a safeguard mechanism that distinguishes between the legitimate need to address exceptional situations involving sudden damaging import surges and "a mechanism that could be abused and set back the trading system for decades to come."

She said that the irony is that all of this debate about how easy or hard it should be to raise barriers to food imports took place in the context of a global food crisis, adding that "when the last thing we should be talking about and negotiating about, or even thinking about is raising barriers to trade in food."

The USTR acknowledged that there were other important things on the table as yet unresolved such as cotton, subsidies to over-fishing, environmental goods and services, and aid-for-trade. She believed the will was there to address those. She said the US stood by its offers, and that it had put significant offers on the table.

She pointed to three factors in terms of how the issue evolves and how it is addressed - political, policy issues and practical issues. She set aside the political factors, saying that this wasn't really a political discussion. On the policy issue, she asked under what circumstances should a country be able go above its pre-Doha bindings. "Under what circumstances do you allow countries pretty much to violate one of the basic tenets of the GATT and now WTO, which is bindings."

"Under what circumstances could countries use the surge mechanism to raise the trade barriers," she asked, noting that the US did agree that there are circumstances where that could happen. "They needed to be narrowly defined so as to really address legitimate surges rather than create this huge window for countries just to vitiate or renege on three decades of trade agreements..."

The number of 140 (in relation to percentage of base imports in the SSM trigger) was the middle-point, the compromise point that was reached, she said. Referring as examples to Chinese import of soy beans over the last ten years, she said that at 140, China could have used this mechanism in 8 out of 10 years to raise their tariffs above bound rates. In case of poultry, China could have used the mechanism in 6 out of 9 years to raise tariffs. India could have used the mechanism in 3 out of
6 years to raise palm oil tariffs.

"You can imagine any number below that turning into a free-for-all where developing countries were raising barriers every year," said Schwab, adding that the trigger really was the question of how easy do you make it for countries to raise their barriers above current rates.

"I am so very sad that there were countries that felt so strongly about making it easier to raise barriers that they were willing to give up the safeguard mechanism in its entirety, because it doesn't currently exist."

In terms of going forward, she said that there are some discreet parts of the package that have been negotiated or have almost been negotiated, or where there is a consensus that they can be moved forward - duty-free quota free market access, export competition, trade facilitation, environmental goods and services.

"Some of those pieces of it, one could start moving ahead and see whether the rest can catch up or sit back and reflect how will the multilateral trading system operate going forward. It may be as Pascal has said the complexity of the cathedral that was built for the Doha Round was its own worse enemy, was its own source of demise," she said.

"You ask yourself in terms of timing, does it all have to come together at the same time because that's sort of the basic premise... Why should it have to come together at exactly the same time. We need to reflect on how we move forward, but there are ways of moving forward certainly with pieces of this, both near term and longer term."

She said that the package on Friday night was the compromise package, which had the safeguard in it and included the negotiated number, that 6 out of the 7 countries agreed to. "The fact that one or more held out for a different number - a number that differed from the one that had been agreed by all of the other parties in the room, developed and developing - was the reason this came apart."

Asked as to why the cotton issue was not addressed (in the G7) and that African Ministers were waiting for 10 days, Schwab said that the issues that were addressed by the G7 were the ones that Director-General Lamy laid out for them, recognizing "that we knew that there were other issues that would also have to be concluded, including cotton."

Asked by an Indian journalist to comment on the fact that there was never agreement on the package and that Lamy had offered a solution to break the logjam on the SSM, followed by an EU negotiator who offered a tiered structure and gave some room for both sides to move, but that the US refused to move, Schwab said "The answer is no. The answer is what you are repeating there is inaccurate, incorrect..."

"The fact of the matter is there was a package...it was a compromise package. It was negotiated within an inch of its life and it had a significant safeguard within it, in addition to modest market opening on the part of emerging markets, very significant market opening on the part of developed countries... every country in the room except one accepted it."

In terms of what happened subsequently, she said that "all of us showed flexibility except one, and one didn't show their hand..." She added that as recently as Monday afternoon, she asked 
participants if they could still sign on to the Friday package and move ahead with that. "5 out of 7 said yes. So, we had our compromise package."


FAILURE OF TALKS A SERIOUS SETBACK, ADMITS LAMY

By Martin Khor, Geneva, 30 July 2008

At a press briefing just hours after the collapse of the Geneva WTO talks on Tuesday night, WTO Director General Pascal Lamy said there was no point beating about the bush about the serious setback caused by the failure of the negotiations.

He said the difference regarding the trigger for special safeguard mechanism (SSM) led to the failure.

"We had a mandate for SSM. Those who feared it would disrupt normal trade wanted as high as possible a trigger. Others wanted a lower trigger. After over 60 hours to bridge positions these differences were not reconcilable. The remaining issues including cotton were not negotiated.

"What happens to the package on table and Round? We need the dust to settle first, it is hard to see too far in future at this point, must see how members want to bring pieces together."

A sombre Lamy said what happened today will not strengthen the multilateral trading system (MTS) which gave insurance against protectionism for 60 years but the system is resilient and can go through the bumpy road ahead.

Asked if the failure was due to a lack of leadership by the US and India, Lamy said  there would be no blame game on his side. Whether and when it can be back on track needs reflection.

The Ministers in the Green Room wanted the talks to be put back on track shortly. "Some asked for a last try to be made tonight on this difference in SSM. So we'll think about that and consult but as far as I am concerned, today is a serious setback, I will try to put it back on track."

Lamy said he told the Ministers their failure to bridge a difference meant they had to take a collective responsibility on what threatened the conclusion of this Round. 

Lamy was then asked whether cotton should have been addressed up-front, and that it was not appropriate to say that the SSM issue is the cause of the collapse.

He replied: "We didn't negotiate cotton. The thing broke down on SSM. Why didn't we address cotton?  Because it was linked to product specific caps and Blue Box.  These needed adjustment and cotton is linked to that. It is not in my capacity to oblige people to negotiate something if they believe in their own to-do list which is linked to other things.

"We have dispute settlement in WTO, there are on going litigations on cotton. If decisions on cotton were taken they would have been implemented in Round. In future months the cotton issue will be active in the DSB."

Asked if he should have called the meeting and if he intended to stand as DG again, Lamy said he asked himself the same question. He asked Ministers, and none of them said he shouldn't have done it.

"We would not have got it done without Ministers in town and de-doing the fortresses their officials had constructed around these topics. We need Ministers to take down the tactical walls.  We did it, we had 25 items and we did down 23. They did most of the job. We are in single undertaking, we can assess that there remain 1 or 2 or 3 issues to be closed."

On the second question, Lamy said he had no answer for moment, it is a very personal question.
 
Asked if talks could be picked up only in 2 years because of elections coming, Lamy replied that there is the political cycle, in the US, India, etc. "The US administration is near the end of its mandate. We have to factor this in."
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REFLECTIONS BEGIN ON THE WTO FAILURE AND THE FUTURE WORK


By Martin Khor, Geneva, 31 July 2008

Officials of the WTO members as well as the Secretariat are trying to find ways of picking up the pieces from the collapse of the WTO's Geneva talks of the past fortnight, so as to save the Doha negotiations or at least salvage some parts of it.

Delegates and secretariat staff alike are still recovering from the shock of the breakdown of the talks that took place on the evening of Tuesday (29 July). The collapse had come after a roller-coaster experience of nine days, first of a combination of open meetings (for all WTO members) and the "Green Room" (of 30-40 selected Ministers), and then of the vast majority of the Ministers and officials having to wait (in the last 7 days) for the results of the meeting of the G7.

The mini-Ministerial of 30-40 delegations had become a "micro-Ministerial" of 7 Ministers plus WTO Director General Pascal Lamy, as some diplomats put it.

Progress had been made on a number of issues, but on several of the key issues in agriculture and NAMA the talks had been stuck. A draft by Lamy last Friday to the G7 had a fragile status. While it was presented to the Green Room as having emerged from the G7, the ownership and authorship was always in doubt.

Indian Commerce Minister Kamal Nath told a G33 meeting on Saturday that he had objected to the language on special safeguard mechanism (SSM) and was walking out of the G7 meeting when he was persuaded to stay so as to avoid the impression the talks had failed.

It had always been understood that India had not agreed to the Lamy draft.  Within a few days it was also clear that China was not in agreement. The "breakthrough" of that draft was that Brazil, perhaps the leading advocate of concluding the modalities this week and the Round this year, was clearly backing it. The talk in the corridors (and in the press) was that it had "broken ranks" with India (its old G4 partner), and also with its Mercosur partner Argentina (known to be a major
critic of the NAMA text).

Meanwhile, frustration was building up among the 30 or more non-G7 Ministers who were specially invited by Lamy to the Green Room, only to find themselves waiting for days in the wayside, while the G7 kept meeting at odd hours of the day and night, and with hardly a trickle of news on what was happening.

When the end came, the major developed-country players, especially the US, pinpointed Special Safeguard Mechanism (SSM) as the sticking point of the entire negotiations. US Trade Representative Susan Schwab tried to take the high ground by proclaiming that it was preserving the past 5, 10, 30 years' gains of the trading system from the protectionists led by India and China which it accused of wanting to hike up agricultural tariffs above what they had already agreed to in the Uruguay Round.

It was part of a concerted attempt by the US to shift the blame of any collapse onto India and China, by portraying them as selfishly seeking new protectionist devices. Its unexpected and strong attack especially on China on Thursday morning at the informal TNC meeting gave an inkling to some observers that the US did not want a deal, and was already preparing the ground to shift blame from itself.

Insiders from India and China at the G7 meeting were surprised at the tenacity of Schwab in insisting on an unreasonably high trigger of 150% (of the base import volume) before the SSM could be allowed to raise duties above the pre-Doha bound levels. The 140% proposed by Lamy had been rejected by India, China and the G33 (and several other supporting groups of developing countries) as being already far too high but even this figure was unacceptable to Schwab.

Lamy tried to break the SSM deadlock by proposing a set of principles, which threw out the SSM model (which had been based on the existing SSG or special agricultural safeguard) and replaced it with what seemed similar to the normal safeguard (the existing WTO Agreement on Safeguards).

The Lamy text required "demonstrable harm" to food security, livelihoods and rural development before the SSM could be used, which undermined the rationale of a special safeguard (that action can be taken before serious harm occurs). Its fast-track binding dispute procedure of 60 days also makes the new SSM far less attractive than the usual dispute system (which would take much longer than 60 days to complete) under which the normal safeguard operates.

Despite these major negative elements, Kamal Nath told the media that he had accepted the Lamy text (at least as the basis for negotiations), but that the US had rejected it. The next morning (Tuesday), officials of the G7 laboured for three hours to produce an alternative SSM model, which they presented to the G7 Ministers.

According to Nath, it was Schwab again who rejected the new draft. That final rejection by the US sank the talks.

Many Ministers, officials and diplomats have been speculating that the SSM was not the real issue that was irreconcilable. n the most widespread view, the US really did not want to face the cotton issue, which was the next item on the G7 agenda once SSM was settled.

Since the US had agreed to cut is overall trade distorting support by 70%, it would have to agree to reduce cotton subsidies by more than that as the mandate is that these subsidies be cut more deeply and faster than the normal or the average rate.

The 2008 US Farm Bill having planned that cotton subsidies be maintained or increased in the next five years, it would have been difficult politically or diplomatically for Schwab to offer a plus-70% cotton subsidy cut.

The failure of the Geneva talks would then have been placed squarely on the United States, and it would really have been seen as a villain protecting the wealth of a few thousand cotton farms while millions of African cotton farmers would continue to languish in poverty under the continuing unfair rules of the trading system epitomized by the US Farm Bill.

This suspicion that the US wanted to avoid the cotton embarrassment is the backdrop to the comments made by several Ministers of developing countries in their press conferences that SSM could not have been the real cause of the talks breaking down, but rather the scapegoat picked on by a major player in an attempt to shift the blame on to another issue and on other countries.

After all, despite Schwab's portrayal of the protectionist potential of the SSM, the US itself is a frequent user of the SSG as well as the normal safeguard.  It was a case of the pot calling the kettle (or rather the potential future kettle, since the SSM does not even exist yet) black.

As the Indonesian Trade Minister Mari Pangestu, coordinator of the G33, put it: "It is like accusing us of a crime that we did not commit."

As the dust settles, the diplomats and secretariat officials remaining in Geneva are pondering over the next steps.

The possibility of a "Lamy text" (to capture the positions of the various issues as he sees it) has gone. The next option, that the Chairs of the agriculture and NAMA negotiations would come up with revised texts updating their 10 July drafts with what they see as possible convergence from the past two weeks' talks, is also apparently too controversial to attempt, at least at this stage.

Instead, the two Chairs have been invited by Lamy to prepare status reports of the most recent negotiations, which they will issue in the next few days. Presumably these reports will not only provide a description of events and negotiations (most of them bilaterally or in small groups with the Chairs), but may also provide drafts of agreements or near-agreements with or among individual countries or groups. The reports will also presumably be under the responsibility of the Chairs.

What will happen when the WTO comes back from its August summer break? No one can tell at this moment.  The speculation is that the already announced
meetings, for example of the Rules group, or the trade facilitation group, will carry on. But whether meetings will start again of the agriculture and NAMA groups, and on what basis, is the core of the "reflection" that many have called for.

The August break will be the start of that reflection exercise.



NEED FOR NEW IDEAS AND SOLUTIONS, LAMY TELLS GENERAL COUNCIL

By Kanaga Raja, Geneva, 31 July 2008

"Where there has been a deadlock, new ideas and new solutions must be found," WTO Director-General Pascal Lamy told a meeting of the General Council Thursday, just two days after the collapse of the ten days of Doha-related talks in Geneva.

These remarks were in Lamy's report to the General Council in his capacity as Chair of the Trade Negotiations Committee (TNC), which oversees the Doha negotiations.

The Council was informed that the Chairs of the agriculture and NAMA negotiations would shortly issue their own reports of what happened in recent negotiations. The Council was also informed that in the view of the EU, the banana deal it reached on 28 July with Latin American producers was no longer valid as the EU considered it as part of a package of modalities, but that the modalities were not attained.

Referring to the statements made by Members at the formal TNC meeting on Wednesday, Lamy said there were multiple strong calls for preserving the package that had been negotiated in order to conclude the Round successfully.

Lamy said that Members believe the Doha Round is still worth fighting for. No one is throwing in the towel.  "But, we have to be lucid: given where the negotiation broke down, building on the progress made so far will not be easy and we should be under no illusion as to what this week's failure means for the credibility of our collective endeavour," he added.

He suggested that all Members need to seriously reflect about how they do this. "In my view, where there has been deadlock, new ideas and new solutions must be found. This is a collective responsibility, and we must start right now."

In his report, the Director-General noted that the circulation of revised draft modality texts by the Chairs of Agriculture and NAMA on 10 July were the starting points for the process aimed at the finalization of modalities in these two key areas.

Lamy said: "This process failed to reach its goal, despite more than a week of very intensive negotiations. Members were unable to bridge their differences in the area of the Special Safeguard Mechanism. And we did not even get around to discussing Cotton."

Despite this setback to the goal of concluding the Doha Round in 2008, much was achieved, said Lamy. He cited members being "very close" to finalizing modalities in Agriculture and NAMA, and the unlocking of many other intractable issues.

He said the Agriculture and NAMA Chairs will shortly be circulating reports capturing the work of the last few days. He had issued his report on the 26 July Services Signalling Conference. The reports underline the progress made and the range of benefits of the Round.

The TNC meeting made clear no one wants to see all of that go to waste, added Lamy. And we did not have the blame game that usually follows intensive and tough bargaining when it does not work.

The Chair of the NAMA Negotiating Group, Ambassador Don Stephenson of Canada took the floor and in what was described as a humorous intervention said that the paper that he will be putting out later Thursday or Friday, on his own responsibility, will be called the "NAMA Sutra".

He added in jest that "it shows you how to use your tariff overhang to get maximum pleasure for your trading partners."

Several countries spoke at the meeting. Cameroon said that the banana deal that had been done (between the EC and the MFN banana suppliers) was one about which they had concerns. It may make it difficult to accept an agriculture and NAMA modalities package.

Bolivia wanted to know what was meant by the TNC "taking note" of the reports (of the Chairs of various groups). It said the TNC had been said to have taken note of these "at the speed of light", but it was unclear which of the Chairs' reports had been referred to as the Chairs had also been requested not to make presentations and there was no discussion.

It understood that only the Chairs' reports circulated at the meeting were "taken note of", and this did not include the reports on TRIPS/CBD and services. Its objections to having a services text were well known. Bolivia also wanted to know why its proposed amendment to the TRIPS Agreement to ensure that life-forms could not be patented was not included in any paper.

Pakistan, on behalf of the "middle-ground countries" (Chile, Colombia, Costa Rica, Ecuador, Hong Kong-China, Peru, Singapore and Thailand), said we need to restart the process in September to consolidate and preserve the gains achieved, and the progress needs to be captured suitably.

Bangladesh disagreed with the view that what happened this week will severely damage the multilateral trading system. The organization has shown its tenacity this week, and shown it can deal with highly complex issues. Progress has been made on issues such as duty-free quota-free market access for LDCs. The signalling conference was a success. We need to lock in progress.

Venezuela mentioned that some members say that progress has been made but some other members do not support the package that has been discussed. Some have objections to it. Any papers that emerge should be the subject of discussion and revision. Venezuela hoped that new ideas are put forward, including on procedures and the process to improve transparency and inclusiveness.

Argentina said that the progress in the agriculture and NAMA modalities has not been discussed in the wider membership, and thus whatever is put out by the Chairs is under their own responsibility.

Costa Rica said that we need to get back to the negotiating table as soon as possible. Uruguay said that we need to capture the progress that has been made and we should start as soon as this week. We have to find a way to channel this progress.

According to the WTO spokesman, Keith Rockwell, the TNC Chair said that the many statements made at the formal TNC meeting on Wednesday would be read into the record of the General Council as well.

In response to a question, Rockwell confirmed that the General Council took note of the report of the TNC Chair. Asked if this meant that the General Council also took note of the failure of the talks, Rockwell said "I think that you can probably go along with that...There were very few people who disagree with the notion that the talks had failed."

Also taken up at the General Council meeting was the agenda item on the non-recognition of rights under Article XXIV:6 and XXVIII of GATT 1994 (communications from Honduras and Guatemala).

(Honduras and Guatemala are unhappy about the fact that with the expansion of the EU to include new members, they have seen their markets in those countries being curbed and they have not been able to negotiate with the EU as principal suppliers because, according to the EU, they don't meet the standards.)

According to Rockwell, the Latin American producers had a discussion about the banana agreement they had signed with the EU on 28 July. The Latin American producers are unhappy because they said that for them, this was a stand-alone agreement (which brought tariffs down to 114 Euros per tonne).

The EU maintained that the stand-alone agreement was actually the Director-General's proposal (put forth earlier), and that the 28 July agreement was on the understanding that this would be part of the modalities, but when the modalities were not agreed, the deal was also brought down.

On the agenda item of transparency for preferential trade arrangement, the WTO spokesman said that more time was needed for the recommendations, which will now be in December.

The Council also heard that a memorandum of understanding will be signed on 1 August by the Director-General and Swiss Federal Councillor for Foreign Affairs Micheline Calmy-Rey for the reconstruction, renovation and construction of a new building at the WTO headquarters.


DON’T BLAME SSM FOR BREAKING THE TALKS, SAY G33 MINISTERS

By Martin Khor, Geneva, 31 July 2008

For a long time to come, it will be debated whether the failure of the Geneva WTO talks this week was really caused by the deadlock over the special safeguard mechanism (SSM) in 
agriculture, or whether there were also other intractable issues that were not yet negotiated and would have prevented a successful conclusion.

The Indonesian Trade Minister, Dr Mari Pangestu, who coordinates the G33, does not believe that the SSM issue should be "blamed" for being the issue that caused the overall breakdown of the Geneva talks. Other issues, like cotton, were never even given the chance to be discussed.

William Antonio Contreras, Trade Minister of Venezuela, another G33 country, said that it was unfair to focus on only one aspect of the discussion, the SSM issue, and say that is what led to the failure of the Round. "It is not true that SSM caused the failure of the talks. There was not much effort or discussion to resolve other issues of importance to developing countries, including cotton and preference erosion."

Pangestu also said that the cotton issue should have been discussed before or at least at the same time as the SSM issue.

Referring to a claim (made, for example, by US Trade Representative Susan Schwab) that the SSM could be misused to obstruct normal trade, the Indonesian Minister said: "We felt we were accused of a crime we did not commit. Why should anyone say we are going to impede trade when we haven't done it? Presume us innocent for saying what we want it for (to protect farmers from import surges), and if we are guilty (of impeding trade), then use a mechanism to address this problem."

Pangestu is the Minister who coordinates the G33, the group of 45 developing countries that has championed the SSM and its twin issue, Special Products (SP). The G33's mission is to ensure that food security, farmers' livelihood security and rural development of developing countries are adequately taken into account in the Doha agriculture modalities.

The G33 held a press conference on 29 July night, after the collapse of the WTO talks. Present were Pangestu, the Venezuelan Trade Minister William Antonio Contreras, and senior officials of the Philippines, South Korea, India and Turkey.

In a brief statement, the Indonesian Minister said that the G33 members were all committed to a trade and development outcome. The package on the table had some promise including on special products. However, what remained of most concern to the G33 was the SSM, she said. "On one hand, we wanted a SSM that is easy and effective to use. We need a lower trigger. If you wait for the volume of imports to be so high (before you can use the safeguard measure), it is too late to
help the livelihoods of the farmers.

"On the other hand, the aim (of the SSM) is not to impede normal trade. We recognised this and we were ready to negotiate and compromise. We were constructive all the time, we put time and effort to come up with our own suggestions for the text."

Pangestu said that when the Lamy text came on Friday, the G33 and other groups made their concerns clear, through a joint statement of over a hundred countries, which are a majority of WTO members. Yet, the G33 was willing to compromise.

"We are disappointed that the compromise on the SSM issue was not achieved," she said. "It was a reachable compromise. It cannot be said that the SSM was the issue that broke the talks. There were other issues that are important. But the opportunity to negotiate them never came. Other issues were not resolved like cotton and preferences."

Asked if a SSM compromise could have been reached with a different configuration other than the G7, for example, if Indonesia had been in the room, Pangestu said: "Yes, I guess that's a possibility that we were not able to explore. There has to [be] attention paid if a large number of members have a concern."

Asked when she thought the WTO could recover from this failure and meet again to boost the round, and whether the US elections could hinder a meeting for the next two years, Pangestu said that the G33 feels that much was achieved and it wanted to keep the practical results. "We are ready to come back at any time but we recognise the political cycle. Multilateral talks never fail; they just continue like a long-play record," she said, recalling that in the  Uruguay Round, a two-year break in talks took place due to political cycles and unbridgeable gaps, then it resumed.

"We as the G33 continue to put our faith in the multilateral trading system. Many members in the Green Room wanted to continue the talks." She said, however, that the timing of when the people 
from capitals (referring to senior officials and Ministers) need to come back to Geneva "depends on the political cycle of the big players."

A question was asked, how the G33 would respond to the non-G33 members who say that the SSM would affect their exports. A senior Philippines agriculture official said the SSM is aimed not to impede normal trade but to address import surges or price declines. "If an import surge or price fall obliterates a sector (i.e. agriculture), it in fact destroys the market. The SSM insures the market is maintained.

"If you look at SSG (i.e. the present special agriculture safeguard created by the Uruguay Round), the application of the measure is very sparse. There is no intention of developing countries to impede trade, which you can see from the experience of their use of the SSG."

Venezuelan Minister William Antonio Contreras said that the G33 members believe that you can't politically focus on only one aspect of the discussion, the SSM issue, and say that is what led to the failure of the Round.

"It has been suggested the SSM was the key to the failure. It is not the case. There was not much effort or discussion to resolve the cotton issue or the preference erosion issue. The developing countries expressed concern on treatment of these issues."

This point was followed up by a journalist who asked whether in the list of Lamy's issues in the meeting agenda, should he have taken up the cotton issue earlier than the SSM. The Indonesian Minister said: "Yes, it should have been the case, or at least it (cotton) should have been taken up in parallel. There were many issues of great development concern that should have been addressed."

Asked another journalist: Did the Minister regret that those who should have gone the extra mile with regard to the SSM did not do so?

Pangestu replied: "We were not in room, so we don't know why no compromise was possible. We don't know why a compromise couldn't be reached. There must have been other reasons.

"All we wanted was a balance between an effective instrument and also not impede trade. We felt we were accused of a crime we did not commit. Why should anyone say we are going to impede trade when we haven't done it? Presume us innocent for saying what we want it for (to protect farmers from import surges), and if we are guilty (of impeding trade), then use a mechanism to address this problem."

Another journalist persisted with the possibility that the SSM was used as an excuse. He asked: "Is it the case that members didn't really want a deal or wouldn't want to get on to other controversial issues?" Pangestu replied that she was not in the G7, and thus she could not answer the question.

The last question was whether the Minister thought India represented the G33 well, since she thought that a compromise was possible. Yes, said Pangestu. India had requested in the G7 meeting against the 140% SSM volume trigger.

"This is in line with G33 position," she concluded.


AMORIM, TRUE BELIEVER OF THE ROUND, WAS THE MOST DISAPPOINTED

By Martin Khor, Geneva, 31 July 2008

A few hours after the collapse of the Geneva WTO talks, Brazilian Foreign Minister Celso Amorim appeared a genuinely very disappointed man. He, probably more than any other Minister, had wanted a deal on Doha modalities for agriculture and NAMA (non-agricultural market access) to be closed this week in Geneva, and has been described as "the true believer of this Round."

He had accepted in full the draft of key figures on agriculture and NAMA which Director-General Pascal Lamy had given to the G7 Ministers last Friday. This was even though the figure for the United States' ceiling for overall trade distorting domestic support (OTDS) at $14.5 billion was far below expectations and when in fact a $15 billion offer by the United States (hardly different from the Lamy figure) had been dismissed by him and other developing country leaders as being inadequate (since it was double the actual OTDS of the US in 2007).

It was apparently Amorim's acceptance of the $14.5 billion that presumably led others in the G7 (including India and China) to implicitly also agree to this, since the G20 has been the leading group among developing countries to champion the reduction of the major developed countries' domestic subsidies, and Brazil is the leader of the G20.

Brazil's keenness to get a deal was also evident in its acceptance of the elements in NAMA in the Lamy draft, which were similar to the coefficients and flexibilities put forward earlier in the NAMA Chair's text of 10 July, a text which had been criticised by the NAMA-11 (for being unfair to developing countries which were being asked to cut their tariffs by more than the developed countries, thereby violating the mandated less than full reciprocity principle) and also by Brazil when the text was issued.

Indeed, the "rate of exchange" between what developed countries were asked to do in agriculture vis-a-vis what developing countries were being asked to undertake in NAMA were almost as imbalanced as what the US and EU were advocating at the Potsdam Ministerial meeting of the G4 (US, EU, Brazil, and India) in June 2007. At that time, Brazil and India protested against the deal insisted on by the developed countries, and the Potsdam talks fell apart.

At a press briefing on the night of 29 July, after the informal meeting of the Trade Negotiations Committee when the failure of the talks was confirmed, Amorim gave his perspective on the previous ten days' negotiations and on why the talks failed.

Said Amorim: "We had a good package. I am very disappointed we could not close the Round on an issue (special safeguard mechanism) that is important but which did not seem at the centre at the beginning."

He said that on the balance between opening of agricultural markets in developed countries and the opening of developing countries' markets in NAMA, the G7 meeting had by and large bridged the differences. "I could not imagine the whole thing hinged on some percentage points of a trigger in the SSM."

He said that many achievements that were attained in the negotiations had come from the proposals made by the G20, which had provided the structure and the main formula to deal with 
agriculture. The only issue the G20 could not agree on in the group itself was the one that took the Round to a halt, i.e. SSM.

"I don't want to over-dramatise," said Amorim. "It will take quite a while to get us back to the game. It may take new people, new negotiations. It is with profound disappointment I saw this collapse today. Even myself with my optimism, I am sceptical whether this appeal to the members to get together again will have any effect.

"I have a sense of achievement how much G20 achieved. Precisely on the issue we could not agree on (as members of the G20) was what brought the Round to a halt. Cotton was not even discussed in any serious manner (in the G7)."

Amorim was downbeat on the chances of the Round picking up again quickly. He said: "I hope they can pick up the pieces," recalling that in the Uruguay Round, after the then Director-General Arthur Dunkel issued his draft text, it took two years to complete the negotiations. "Now, it's a more complex organisation, and so extra time is needed."

Amorim also implied that the leaders in countries that matter would lose interest in completing the Doha Round, as their attention shifts elsewhere. He said: "Other people will concentrate on other things, like climate change, or look at bilateral deals. They will say WTO is their priority but they will probably focus their energy somewhere else."

To a question whether the US elections would delay the resumption of talks by two years, Amorim said: "These events have an impact. There will be a change in the team in the US. There will be elections in India, then Brazil,  That's it... Elections don't prevent a deal from being made, but all these cause delay and a re-evaluation."

A journalist referred to Amorim's refernce to Dunkel and his text, and asked whether he thought Lamy should do a similar draft for the new players to consider, since he had embraced the Lamy text of last Friday. Referring to the comment that he had accepted Lamy's Friday draft, Amorim said: "I don't regret it. It was a decision that enabled us to have a breakthrough and to be on the verge of success. On whole, I made [the] right decision. We were not searching for the ideal
Dunkel-type draft, he said: "I think I leave that judgment to Lamy."

Amorim was then asked what effects the WTO failure would have for the climate negotiations, where Brazil and other developing countries were asked to undertake mandatory cuts in emissions. Would the climate talks become more difficult? Amorim said that Brazil is not a great emitter of carbon dioxide. "The failure here will not necessarily impact on other negotiations. But if we could not agree on a trade deal with only numbers, it will be more difficult to agree on other things."

He was asked whether the delay in the WTO deal would be an incentive for Brazil to negotiate FTAs, since it had not wanted to negotiate the Free Trade Area of the Americas (with the US), preferring to focus on the WTO.

Amorim said the WTO had been "our absolute priority" as there are most important things that can only be solved in the WTO, especially agricultural subsidies. There is no way to negotiate that with the EU. The maximum possible is to put countervailing duties on  products if they are subsidised. He indicated that he would pursue a Mercosur-EU agreement which he said would be different from the FTAA.

On whether the SSM was the real cause for the talks to fail, or whether there was some other issue or factor behind the deadlock, Amorim said: "I don't want to speculate on people's motivations, I take them on their words." He added that there were real difficulties.  How important they were is a matter of judgment. I regret very much. It was not easy to accept the NAMA figures that were below our defensive expectations with things like anti-concentration.

"But is it worth it in light of the whole deal? My impression is that the same kind of evaluation was not made fully by others. Cotton was never discussed. Whether this was a reason (for the collapse) or not I don't know."

On whether the Doha gains would have been symbolic rather than real, he said that in NAMA, Brazil would have cut its applied rate by 30%, and that would have been real value.

Asked if he agreed with Mandelson that it was unrealistic for the US to get net gains in market access in agriculture in exchange of its subsidy cuts, Amorim said he agreed with Mandelson that the bargain was market access versus subsidies. "But of course, if you still keep subsidies after 
the cuts, you provide one of the justifications of those who advocated the SSM, that they need (the SSM) since they are opening their markets to subsidised products."

Asked whether the cotton issue was not taken up because the US didn't want to take it up, Amorim said it was not possible to take up this issue. 
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AFRICANS PLAYED PIVOTAL ROLE AT TURNING POINT OF WTO TALKS

By Martin Khor, Geneva, 4 August 2008

As the dust settles over the failed WTO talks in Geneva of the last fortnight, a fact that has been under-highlighted has become more clear. That is the important and even crucial role that the African and other smaller economies played in the mini-Ministerial process.

Much of the media publicity has focused on the role of the United States and European Union on one hand, and on India, China and Brazil on the other hand. And that is because these were the key players within the group of 7 WTO members that undertook the intense inner negotiations for most of the nine Geneva days (21-29 July).
 
However, on the two key issues on which the talks took an important turn, the African Group and the other groupings of developing countries -- the G33, ACP, LDCs and SVEs (small vulnerable economies) -- played a significant and even pivotal role.

One of these was the special safeguard mechanism. The inability of the G7 to settle on this issue was the immediate cause of the breakdown of the talks. The other issue was cotton, over which no discussion was held because it was an item lower down the agenda than the SSM. There is widespread belief that it was to avoid this issue that the US took such a tough and rather inexplicably stubborn position on the SSM.

On both these issues, the majority of developing countries took a strong position, and Africa was in the centre of them.
Some developed countries, particularly the US, was trying to portray that India was the only country standing in the way of an overall deal because of its unreasonable position on SSM.  Later, China was also lumped together with India, as wanting to use the SSM to block market access to their agricultural markets.

The mainstream media played up this portrayal by the US, adding to the external pressures on India and China. The two countries however also answered back, through the colourful briefings and lobby statements of Indian Commerce Minister Mr. Kamal Nath and the Chinese Ambassador and officials at the Trade Negotiations Committee.

There was also the leadership provided on the SSM issue by the G33 and its coordinator, the Indonesian Trade Minister Mari Pangestu.

The turning point came, however, when the African Group, together with the coordinators of the ACP, LDC and SVE groups, took the decisive step to come together with the G33 (whose leading members include Indonesia, China and India) for a grand alliance to support an effective SSM.

The coordinators of the groupings held a meeting on Sunday 27 July afternoon to discuss their positions and decided to issue a joint statement placing their views on why they found the SSM portion of the 25 July draft of Pascal Lamy, the WTO Director General, inadequate and not acceptable, and placing their own positions on various aspects of the SSM, including the trigger, the remedy especially with regard to the raising of tariffs above the pre-Doha rates, and the need to include FTA imports in the use of the SSM.

When Kamal Nath entered the WTO building on 27 July night for a Green Room meeting, he announced to the waiting media that a hundred developing countries
were behind having an effective SSM, and not just India. A hunt began among the
journalists to find the joint developing-country statement, which became the "breaking news" of that night.

From then on, it was not possible for the US or other countries to characterise the SSM battle in the G7 as just "an Indian problem." With this solid backing of so many developing countries and their groupings, India was able in the G7, and Indonesia and others in the Green Room and the TNC, to stick to their position, that an effective and easy-to-use SSM is a legitimate demand.

On the cotton issue, the African Group continued to take the lead to back the core group in the cotton initiative, the Cotton 4 led by Burkina Faso, to demand that there be deeper cuts in domestic subsidies of cotton and in a faster schedule than in any general formula or programme agreed on for agriculture as a whole.

Kenya's deputy prime minister Mr Uhuru Kenyatta, near the start of the Geneva talks, said at a press conference that "millions of poor people in Africa are dependent on cotton production but the huge subsidies in developed countries have continued to depress world prices, thereby driving farmers out of production with no other sources of income. We therefore look forward to an effective and long term solution on cotton."

With the cotton issue set aside while other issues claimed the agenda, the many Africa Ministers who came to Geneva were getting increasingly frustrated.  At the end, the talks broke over the SSM issue, and cotton was never even discussed.


The African countries, led on this issue by the Burkina Faso Trade Minister, Mr. Mamadou Sanou, were furious with the turn of events. "We have been patient but we now feel betrayed, cotton was never even discussed," he told the formal Trade Negotiations Committee meeting on 30 July, after the talks had collapsed.

And at an African Group press conference on the same day, Sanou expressed great disappointment and distress that the cotton issue had been relegated to the sidelines to be discussed at the last moment, and that moment never even came.

"Now after 10 days we have not discussed the issue we were invited here to discuss. The invitation (from Lamy) said it wanted me to come to negotiate on cotton. You will agree it is very discouraging.  The impact is very grave on our cotton farmers. Because of the subsidies to US and EU cotton growers, our farmers are in a very negative position, suffering severe deficits, there is a risk the whole system will collapse in our countries. The cotton system is threatened with extinction in the short term. We are faced with imminent threat and we cannot control our anger when we see the situation in our countries.

"We are disappointed the big countries that ask us to liberalise our trade and economy, that those same countries are afraid to trade with us on a level playing field, on a fair basis."

The African Group press conference, at which the Minister spoke, was held on 30 July, in the morning after the talks had collapsed, and just before the TNC meeting.

The Deputy Prime Minister of Kenya, Mr. Uhuru Kenyatta, who coordinated the African Group throughout the meetings, started the conference by reading a statement of the group.

"We came to Geneva with an open mind, to engage constructively," said the statement. "During the two weeks of our stay in Geneva, we have exercised considerable flexibilities. We accepted the leadership of the G7, hoping that the consultative process would result in moving the process forward.

"As the G7 process progressed, we patiently waited for a positive outcome... However, as you have witnessed yesterday the G7 consultative process did not achieve progress. Taking into consideration the two week we have been here in Geneva, leaving many important national issues in our capitals unattended, we are deeply disappointed with the stalling of negotiations.

"It should be known that most of the key issues of interest to the African continent were not even discussed, especially the issue of cotton...

"Considering that this was a Development Round, we wish to state categorically that we African Ministers came here with a lot of optimism and are disappointed with the lack of progress during the last few days that has resulted in this situation. As stated in this room last week, leadership comes with responsibility. It is rather unfortunate that this does not seem to have been the case.

"We call upon the membership to consider resumption as soon as is feasible and continue with the negotiations. Africa critically needs to realise development and get itself out of poverty through the establishment of fair trade rather than aid. Africa's opportunity to achieve fair trade has therefore been gravely undermined by the lack of progress in the negotiations."


Lesotho's Commerce Minister Popane Lebesa, coordinator of the LDCs, said it was indeed a pity the negotiations did not go beyond the G7. The SSM issue was not resolved. Other issues not even discussed - duty free quota free status for LDC products, preference erosion, cotton and others.

A key part of the food crisis, distortions caused by subsidies, will remain to haunt us, he said. He added that Aid for Trade should continue to be pursued. The enhanced integrated framework (EIF) is lagging behind and should be quickly launched. "We waited too long. It appears a mere pie in the sky."

To a question how soon will the talks resume, given elections  in some countries, Kenyatta said "as much as we urge a resumption of talks as soon as possible, we recognise there are events like elections in many countries in the next months which will take priority.

"Though we would like to see a mini Ministerial in the next months, that might be difficult to achieve. But we need to remain focused. This Round should not be derailed by internal politics.  We are talking of a fair-trade system that recognizes Africa requires the development aspect to be a full participant in global trade.

"The effects of the failure on our cotton farmers will be bad. We discussed reduction of overall trade distorting domestic support (OTDS) here. The OTDS makes cotton farming unproductive in Africa. Were we able to ensure cuts in the OTDS so that market prices reflect real costs it would have impacted positively on African cotton farmers. But we did not get a deal on OTDS.  The poor carry the heaviest burden (on that)."

Lesotho's Minister Lebesa said that cotton was not discussed at all. He said the US had offered to continue to discuss it with parties concerned even with this failure. If cotton had been part of conclusion of Doha Round, the conclusion would have been based on multilateral rules. Now the Cotton 4 countries will have to face the US directly rather than at the WTO.

Asked to elaborate what the US is prepared to do with the Cotton-4, and would it be for US to reduce subsidies and would it ask for anything from the C4, Lebesa said that on cotton it is different to negotiate multilaterally or bilaterally. Bilateral talks may give some benefits to the C4, but in longer term a WTO agreed rule on how the subsidy issue on cotton would be handled is better.

The Minister of Burkina Faso, Mamdou Sanou, who chairs the Cotton-4 group, expressed great disappointment at the results of these talks. "At the first TNC meeting (on 21 July) we expressed our concerns.  We did not want the cotton issue to be relegated to the sidelines and be considered at the very last minute.

"We always insisted at the Green Room meetings that cotton be considered. We were promised this... But now after 10 days we have not discussed the issue we were invited here to discuss.  The invitation said it wanted me to come to negotiate on cotton. You will agree it is very discouraging.

"The impact (of the failure of the talks) is very grave on our cotton farmers. Because of the subsidies to US and EU cotton growers, our farmers are in a very negative position, suffering severe deficits. There is a risk the whole (cotton) system will collapse in our countries.

"The cotton issue is very urgent as the cotton system is threatened with extinction in the short term.  This can only make worse the depth of our disappointment. We are faced with imminent threat and we cannot control our anger when we see the situation in our countries. We are disappointed the big countries that ask us to liberalise our trade and economy, and that those same countries are afraid to trade with us on a level playing field, on a fair basis."

Asked to provide details on the US willing to negotiate with the C4, the Lesotho Minister said:  "There is no detail, just a statement the US made in the Green Room."

A journalist commented that some countries pushing for the SSM said they were doing this for millions for farmers in developing countries. Do the African countries accept the arguments are in their interests or do they see you it differently?

The Kenyan deputy premier said that the SSM is part of the modalities and the issue is how we protect vulnerable economies and sectors from import surges.


"We find it amazing that it is impossible to accept and understand how a trade negotiation can collapse because of remedies that are supposed to be activated in exceptional circumstances. It is not central to growth of trade or to the development aspects of trade, only a mechanisms and remedy to be used for exceptional circumstances."
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LAMY AND LULA TRYING TO CREATE MOOD TO RE-START WTO TALKS


By Martin Khor, Geneva, 5 August 2008

WTO Director-General Pascal Lamy is making efforts to get the Doha negotiations going again, with visits to political leaders in India and the United States planned in the next few weeks.

Lamy will be in India on 12-13 August for a private seminar and will meet with Indian Prime Minister Manmohan Singh and Commerce Minister Kamal Nath, according to media reports from Delhi.

Lamy also told the Business Standard (India) that he will be visiting the United States the week after his trip to India.

Meanwhile, Brazilian President Luiz Inacio Lula da Silva has announced that he is taking initiatives to re-start the Doha negotiations. After speaking to US President George W. Bush last Saturday, he will soon speak to the Chinese President and the Indian Prime Minister in an effort to bridge the gaps between the three countries.

Lamy, speaking about the impasse over a special safeguard mechanism (SSM) in agriculture which broke the WTO talks in Geneva last week, said that he remained "convinced we can find a compromise" and that he would discuss this with Indian officials in Delhi next week and with the US the week after that.


Mr. G. K. Pillai, India's Commerce Secretary, confirming the Lamy visit, said that he presumed that the Director- General will discuss India's participation in the sectoral initiative in NAMA (non-agricultural market access), while an unnamed official source said that the SSM was on the agenda.

The refusal of the United States to budge on wanting to have stringent conditions for the use of the SSM, while India and the G33 among about 100 developing countries fought to have an effective SSM mechanism, was the immediate cause of the talks' failure.

Another bone of contention was the insistence of the US, European Union and Japan that key developing countries such as India and China take part in "sectoral initiatives" in NAMA whereby they agree to eliminate tariffs in some sectors such as automobiles, chemicals, electrical and electronic products, and textiles.

While one Indian newspaper said that the Lamy visit "may break the ice on WTO", the realistic view is that it would be very difficult to create the conditions for another WTO Ministerial-level meeting anytime soon, especially since so many of the 30-plus Ministers who came were frustrated with their not having an active involvement, being forced to wait for days while the seven WTO members held their own negotiations.

On 4 August, Mr. Pillai told journalists in Delhi that a consensus on the WTO talks may take two years, according to a Bloomberg agency report from Delhi. "There are a lot of issues to be sorted 
out," he said. "I expect it will take at least one year for discussions and another year for completion of the round." He added: "We must address the issue of SSM to move forward."

Another report quoted Pillai as saying that an agreement on the Doha Round was likely only around 2010, given the impending US presidential elections.

He added that Indian industry feels that the current NAMA proposals would result in a disproportionate impact on certain key and relatively labour-intensive sectors, which are dominated by small and medium sized businesses. He reiterated the government's concern on NAMA proposals such as the anti-concentration clause and sectorals.

Brazil's President Lula has meanwhile embarked on efforts to bring the US, India and China back to the WTO's negotiating table. In his weekly radio broadcast, Lula said that he spoke with US President George W. Bush last Saturday and told him "it is not possible that two countries as important as the US and India, which are negotiating a nuclear agreement, can't find the conditions to make a deal on the issue of food, because there is very little remaining differences between them."

Lula said that he would also speak to Chinese President Hu Jintao this weekend at the opening of the Olympic Games in Beijing, and by telephone to the Indian Prime Minister. He said that there was still hope of fanning the embers of the negotiations back to life.

A diplomat in Geneva today questioned the extent of Lula's effectiveness, pointing to how Brazil was perceived to have broken ranks with India over agriculture and with Argentina over NAMA during the Geneva July talks. Brazil had endorsed the "Lamy package" of 25 July, which India found unacceptable over several issues, especially SSM.


France is sceptical whether there can be resumption of serious negotiations anytime soon. French Trade Minister Anne-Marie Idrac said on 4 August: "There could be new technical meetings in the autumn, but it seems implausible to me that they can re-launch the process."

"It is difficult to imagine a rapid restart of the negotiations. Global ambition is missing. One should expect a longer, more fragmented process," she told La Croix newspaper.

Australia and New Zealand are split on this issue. The Australian Trade Minister Simon Crean (who was one of the Ministers in the inner G7 group at Geneva) said it is still possible to conclude the Doha Round, and that an agreement could be struck before the end of the year.

According to Lamy, the Australian Prime Minister and the Brazilian President have indicated that they would help to re-start the talks.

The New Zealand Trade Minister Phil Goff, describing the talks' collapse as "intensely disappointing", said an agreement won't be finalised until at least the second half of 2009.


RULES MEETING POSTPONED, NEW TEXT WON’T BE ISSUED
By Martin Khor, Geneva, 5 August 2008

Diplomats remaining in Geneva are awaiting the issuing of reports of the negotiations during the July talks by the Chairs of the negotiations on NAMA (Ambassador Don Stephenson of Canada) and agriculture (Ambassador Crawford Falconer of New Zealand). The reports are expected any
time now.

Another development is the postponement of a scheduled meeting on the negotiations of rules (including anti-dumping and fishery subsidies) and uncertainty over the nature of future meetings of the Rules negotiating group.

This is a sign that a cloud of uncertainty is now hanging over the meetings on issues such as rules, services, and TRIPS, now that the modalities for agriculture and NAMA were not settled due to the failure of the mini-Ministerial meeting last week.

On 31 July, a fax was sent to WTO delegates by Ambassador Guillermo Valles Galmes, Chairman of the Negotiating Group on Rules, reminding them that in his report to the Trade Negotiations Committee dated 17 July 2008, he had indicated that, in the event modalities were achieved in Agriculture and NAMA, he intended to convoke a series of intensive meetings right after the summer break, beginning 1 September.

He had also indicated that he would circulate certain documents as soon as possible after modalities were achieved, and in any event well in advance of those September meetings.

"Obviously, we have not yet, in spite of our efforts, succeeded in achieving modalities in Agriculture and NAMA," said the fax.

"Under these circumstances, some further reflection is required regarding our work programme. I am thus not yet in a position to provide full clarity regarding our schedule in the early fall."

The Chair said that he would not begin the Rules meetings on 1 September but probably in the week of 15 September instead.

A trade official said that it was probable that the revised Chair's text on Rules, that was supposed to be prepared after a first round of meetings in September, would
now not be prepared, because of the lack of an outcome on agriculture and NAMA modalities.

According to some diplomats, the "further reflection" that is required for Rules, will probably also apply to services, the TRIPS issues (relations with CBD and geographical indications) and possibly other issues like trade facilitation.

It is unlikely that any progress will be made on these issues, until negotiations re-start on agriculture and NAMA, said the diplomats. And it is unclear at this stage whether the agriculture and NAMA negotiations will begin after the August break, or if they are to be kept on hold.


WTO TALKS, A TSUNAMI AVERTED

By Devinder Sharma*, New Delhi, 5 August 2008

It was a close call. Till the last minute, suspense became overbearing. Glued to our seats and teetering on the brink of fear, with abated breath we awaited the outcome of the last- minute efforts to save an unjust and inequitable "Doha Round" deal. And as news started to trickle in
signalling the collapse of the WTO mini-Ministerial, a sigh of relief emerged.

After all, a tsunami has been averted.

The talks failed to bridge differences over adequate measures to protect poor farmers in developing countries against import surges. Technically dubbed as "Special Safeguard Mechanism" (SSM), the provisions that protect developing countries from the disastrous 
consequences of a flood of food imports had finally driven the nail in the coffin of the WTO's mini-Ministerial.

But all is not yet over. The tyrants of the food trade will surely launch a renewed assault to arm-twist, coerce and lure developing countries into submission.

US President George Bush will certainly have an uphill task before he quits. Three phone calls to Prime Minister Manmohan Singh in a matter of three days failed to get India to sign on the dotted line.

He must be disillusioned. Perhaps he is angry. How can the two emerging economies -- India and China -- refuse to accept the US hegemony? Is the developing world waking up to a new dawn of economic and political independence?

I am not sure whether the developing countries have emerged from the shadows of the colonial past. But what is clearly evident is that at least some countries are picking up the courage and standing up to the two bullies -- the United States and European Union. All along an impression had been given -- and thanks to the western media for misguiding the world -- as if the US and EU have made a huge "sacrifice" offering drastic cuts in their trade-distorting farm subsidies.

In reality, the US proposal of reducing its trade-distorting subsidies by 70 per cent (and the EU following with a promise of 80 per cent cut) was simply an eye-wash. These were merely paper cuts, and behind this smokescreen, both the rich trading blocks had actually ensured provisions that enable them to keep or increase the actual levels of their trade-distorting subsidies.

The US presently pays $7-9 billion as trade-distorting subsidies, and what it had offered as a "sacrifice" was to enable it to increase these subsidies further to a maximum of $14.5 billion.

For making these paper cuts, the US and EU wanted the developing countries to pay a high price by way of providing more market access in agriculture and industry.

While the Shylocks of international trade were keen to extract their pound of flesh from poor countries, look what the United Nations says. In its recently-published "World Economic and Social Survey 2008", the UN makes it clear that the developing countries have already paid a price in advance at Marrakesh (where the WTO formation was agreed upon in 1994), by 
accepting the new topics of services and intellectual property into the rules of the GATT, in exchange for the developed countries' action in agriculture (cutting their subsidies and tariffs).

There is therefore no need for the developing countries to open up their markets still further to imports.

Very cleverly and astutely, the developed countries had managed to divert focus from their continuing and burgeoning agricultural subsidies that have inherently distorted global trade.

Apart from what is dubbed as trade-distorting subsidies, the richest countries – the Organisation for Economic Cooperation and Development (OECD) – provides $374 billion as farm subsidies in a year. On top of it, the latest US Farm Bill 2008 makes a provision for $307 billion support for US agriculture in the next five years.

Unless these subsidies are removed, there is no protective shield strong enough to stop the import surges into the developing world. And import surges are a real threat. These are no less devastating than the trail of human destruction left behind by a powerful tsunami. Between 1980 and 2003, the United Nations Food and Agriculture Organisation (FAO) recorded 12,167 import surges hitting 102 developing countries. On average, a developing country would have experienced 120 import surges during that period.

To put a condition that a 40 per cent increase in import volume must take place before the SSM can be used to lift the import duty a little bit above the Uruguay Round bound level (as the draft by Pascal Lamy proposed; the US wanted an even higher trigger of 50%) renders the entire SSM mechanism redundant.

And this is where the talks broke down. By the time 40 per cent import surges are recorded, millions of farmers would have been pushed out of agriculture. It has happened in the past in numerous instances. In Kenya, for instance, a flood of sugar imports between 1984 and 2004 had resulted in 32,000 job losses in the domestic sugar industry. Employment levels were reduced by 79 per cent. The impact on farm livelihoods was also devastating.

In the past 30 years, thanks to the trade liberalization polices especially of the World Bank and IMF, 105 of the 149 Third World Countries have turned food importers.


Some 40 years ago, developing countries were actually exporting food and had a surplus of $7 billion in food trade. Now, the developing countries' food deficit (imports compared to exports) has grown to a record $11 billion a year.

A successful completion of the ongoing "Doha Round" in its present form would turn the Third World into more of a food dumping ground. This begs the question, who would have benefited from the completion of the "Doha Round"?

Nothing (and that includes special products and special safeguard mechanism) can save developing-country agriculture unless the massive domestic subsidies of the OECD countries are removed.

Special products is merely a tool to partially offset the obligation to cut agricultural tariffs by an average of 36% in the Doha Round.  For India, where 697 tariff lines in agriculture are being negotiated, only 84 lines can be partially covered under the SP category.

Several studies have however shown that Indian agriculture will need at least 57 per cent of the tariff lines to be protected. After all, each tariff line is linked to millions of livelihoods. The present proposals on the table (especially the Chair's text and the Lamy text) have to be reviewed and scrapped, and we need to start afresh.

At a time when the world is faced with a terrible food crisis, developing countries like India have to focus their policies and energies on maintaining food self-sufficiency. Food security in developing countries is essentially linked to food self-sufficiency.

The challenge for developing countries therefore is to resist proposals and moves to open up the domestic markets to a flood of cheap and highly subsidized food imports. Food imports spell a death-knell for the farming communities. There is no bigger crime than to sacrifice the 
livelihoods of an estimated three billion small farmers in the developing world for the sake of higher profits to a handful of agribusiness companies.

(* Devinder Sharma is a New Delhi-based food and trade policy analyst.)
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FALCONER REPORT SAYS WTO TALKS FAILED ON POLITICAL FACTOR

By Martin Khor, Penang, 12 August 2008

The collapse of the July negotiations at the WTO was due to an enduring "political divide" among the WTO members and it was not a purely technical breakdown that can now be resolved through essentially technical means.

 

This is perhaps the most important conclusion in a report on the agriculture negotiations during the WTO's failed mini-Ministerial, that was issued on 11 August by the Chair of the agriculture negotiations of the Doha programme, Ambassador Crawford Falconer of New Zealand. He had been asked to prepare this report by the WTO's Trade Negotiations Committee.

 

A report on the NAMA negotiations, to be prepared by Canadian Ambassador Don Stephenson, was expected to be issued last week, but has not yet appeared.

 

Falconer's five-page report takes on a sober and cautious tone. It provides concise information on the progress or lack of it on several issues which were discussed during the nine days of talks surrounding the mini-Ministerial that started on 21 July and eventually ended without overall results on 29 July.

 

During that period, most of the important negotiations took place within a group of seven WTO members with Pascal Lamy, the WTO's Director-General in his capacity as Chair of the WTO's Trade Negotiations Committee (TNC).

 

There were also meetings of the "Green Room" of 30-plus Ministers, and informal sessions of the TNC. And Falconer also convened his own meetings with selected delegations on various outstanding agriculture issues that had not been settled by the time he issued his last draft text on 10 July.

Some delegates and observers expected Falconer to present the concrete outcome of his consultations on the various issues on which there was progress, wherever possible backed up (perhaps in annexes) by new texts or "near-texts" that might have been agreed to or almost agreed to by various parties on some of the outstanding issues.

 

Indeed, it was announced that Falconer and Stephenson were going to issue new revised texts on 28 July for the consideration of the Green Room and eventually, the TNC. Many delegations from developing countries were even anxious and concerned that they would be given very little time to study these revised texts before these texts would be tabled for approval at the TNC.

 

Due to the deadlock and then the collapse of the talks within the G7 (comprising the United States, European Union, Brazil, India, China, Japan and Australia), the revised drafts were never issued. But copies of these drafts presumably exist, at least in the keeping of the two Chairs of the negotiating groups on agriculture and NAMA.

 

In his 11 August report, Falconer has resisted the temptation of including what he could consider as new texts or near-texts arising from his consultations during the period, or that had been tabled informally at the G7 and Green Room meetings.

 

Several diplomats and trade officials had expected him to include these in his report, as a method of "capturing" the results of the nine days of agriculture negotiations on paper, so that they could be used as a basis for negotiations when or if they re-start.

 

However, such a move would have also been politically and technically problematic. The meetings and consultations during the nine days in July were informal and involved only limited numbers of people, and they were not "tested" in the small-group format of "Room E negotiations" (held for months before the mini- Ministerial) nor through the "transparency meetings" in which all members were invited to discuss the outcome of small-group meetings.

 

If Falconer had placed the texts or near-texts in his report, they would probably have been subjected to disputes and criticisms. Moreover, as he points out, the near-agreements he may have brokered on several issues were all in the context of the possibility of there being an overall agreement on all issues.

 

Minus this overall deal, each separate near-agreement may not mean anything, as the parties are likely to withdraw their support for the provisional agreements, these being contingent on an overall deal that was never achieved.

 

Falconer thus says in his report that while the concrete near-outcomes or possible new texts exist in the computer hard drives, it is best to leave them there. This is presumably to prevent controversy, and to enable them to be used if the negotiations were to resume later on.

 

It is in this cautious mood that he also approaches the topic -- special safeguard mechanism (SSM) -- that is widely regarded as the problematic issue that caused the failure of the entire Mini-Ministerial.

 

This is, he says, not a technical problem that can be resolved through technical solutions. There will be no success, he says, if the problem is approached in "some kind of sunny pollyannaish belief that we had an unexpected minor technical hitch but, with a bit of sleep and rest, normal service will be resumed as soon as possible."

 

The SSM issue is a manifestation of a political divide that has existed for a long time -- at least since the 2005 Hong Kong Ministerial.

 

In this, Falconer is right. Several leading players in the G7-Plus-Lamy group had said that it was unbelievable that such a minor issue (the SSM) could derail the whole Ministerial when more complicated issues could be solved.

 

In reality, the SSM was at the heart of the fight between two conflicting paradigms -- the development paradigm subscribed to by most developing countries whose main fear of the Doha negotiations was that they were leading to more market opening of their economies which are already damaged by the inflow of cheaper imports, and the market-access paradigm (that in the end aimed at opening up of developing countries' markets) so aggressively championed by the developed countries, and supported in part by some developing countries with major export interests.

 

For the G33 and their supporting groups, an effective SSM was essential to defend their farmers and national food security from excessive import liberalization. For the US in particular, and most of the Cairns Group members, a strong SSM would deny them the market access gains that were for them the objective of the Round.

 

This was at the heart of the political divide. It is unlikely that this could be bridged by technically moving a few percentage points in the trigger for the use of the SSM above the pre-Doha bound rates, and another few percentage points in the remedy (or how much above these pre-Doha rates a developing country can move its tariffs, using the SSM).

 

And that is also true for the cotton issue, where the African cotton-growing countries in particular are seeking significant effective cuts in US domestic subsidies, and the US negotiators find it difficult or impossible to provide a satisfactory response.

 

Falconer envisages the continuation of technical work on the various issues in Geneva, saying that he as Chair is willing to start again when members want to. But his report also recognizes the political sensitivities. He also cautions that if the Doha Round is to have a hope of being completed within three years, the modalities have to be completed as soon as possible, as the chances of their slipping away will grow with each passing day.

 

Altogether, a sober assessment from the agriculture Chair of what happened, and what can happen.

 

In the Conclusion part of his report, Falconer said that "we need to revisit the SSM... But in doing so we must recognize that it was not, for any of the participants involved (and those participants include Members that were not in the G7, it should be added), a purely technical breakdown.

 

"It was a political divide. In fact there was progress made on it politically, and technically, during that week. But it was simply not sufficient to bridge a political divide that had been enduring since at least Hong Kong.

 

"So illusion number one to guard against is that it can be resolved essentially technically. The technicalities will need to be addressed but will only work with the same level of political investment that was evident in many other issues where technical and political are inseparable."

 

Falconer further stated that the SSM is not the only problematic area. "Our task does not begin and end with SSM. I need only mention Cotton - one of the other three or four potential deal-breakers, which was not at all seriously addressed before things broke down with SSM. There is tariff quota creation. There is tariff simplification.

 

"Yes, one might well take the view that these can fall into place. But we also have to actually make that happen. And, while one might well rightly have held the view that key elements elsewhere were essentially on the brink of resolution, not all of those affected were in the room, and that would have needed further effort to ensure finalisation."

 

On the technique to address these matters, Falconer pointed to two clear elements. First, if this is to be fixed in less than a three year time horizon, "it has to be done in the very near term. Each day that passes takes us further and further away from the preparedness to compromise that was certainly evident in that last week of July..."

 

Second, the only way to fix seemingly intractable problems in the WTO has been through intensive work at senior officials' level: "hard grind and no waiting for divine interventions from Olympus."

 

Concluded Falconer: "If you feel the same way, your Chair will be ready to continue that effort with you over coming weeks."

 

In his Introduction, Falconer said that in the agriculture work on 21-29 July, there was a credible basis for conclusion on very many issues. But there was decisive disagreement on certain matters while other very significant issues were not even dealt with.

 

Had the "outstanding" matters been resolved, he thinks the rest could have "fallen into place". But he also recognizes that such a judgment is a function of a very particular situation, where Members were conscious that there was a genuine end-game scenario. They were thus prepared to accept compromises that were not generally their preferred options. "That was a mind-set that applied as of yesterday. As of today that remains at best moot."

 

Says Falconer: "We were also in a position to have tabled precise texts as a basis upon which we could have finalised the negotiations over agriculture modalities. But the inescapable fact is that, with the impasse that occurred, we are manifestly not now, or at least we are no longer, in circumstances where such precise texts could in and of themselves secure such an outcome.

 

"That is dictated by the fact that there are issues where substantive disagreement remains and there are others where we did not get to substance at all. For the rest, it is not to say that all Members concerned have retreated from the substance of their positions. On the contrary, it is precisely because Members might yet be prepared to live with those positions that it would be counter-productive to oblige them now to react to precise text which alleges their agreement.

 

"Such precise texts are, of course, still on the hard drive. But that is where they do and must remain, at least for the time being. That is because, as is clear from the above, those texts only had a rationale for their existence in circumstances where Members were in genuine final decision-making mode, as they were at that time. Regrettably, time has moved on."

 

Falconer said if a genuine decision making moment recurs very soon, those texts may still serve their purpose. Unless and until that moment arrives, the existing texts remain, as do the particular negotiating moves made by Members, which, of course, did not solidify into actual agreement.

 

His report then gives a brief summary of what he sees as the position on the main issues in the three pillars of agriculture negotiations: Market Access, Domestic Support and Export Competition.

 

MARKET ACCESS

 

On Tariff Cuts, as regards the tariff cut in the top band of the tiered formula, the output from the G7 and the Green Room discussion have been reported regarding a 70% cut.

 

On Sensitive Products for developed countries, the output from the G7 and the Green Room discussion based on the concept of "4 +2" for the number (i. e. 4% of tariff lines to be designated as sensitive products plus another 2% of tariff lines for certain developed countries) has been well reported. Some Members outside the G7 process would require at least further discussion on such an approach.

 

On Sensitive Product treatment for developing countries, a revised tripartite structure could have been a basis for an agreement, said Falconer. Under this, a developing country can select a limited number of its Sensitive Products (between one-third and two-thirds of its Sensitive Product tariff lines) to take lesser reductions than required by the tiered formula. The greater the deviation from the formula the fewer products and the shorter the implementation period. They can also opt for the full tariff cut with a longer implementation period and/or the deviation and tariff quota creation option for any remaining tariff lines.

 

There was no new basis for resolution of the disagreement on whether there could be new Tariff Quota Creation. Certain bilateral discussions may have taken place, but nothing that came to a multilateral forum, even informally.

 

On Tariff Simplification, there was no new basis for resolution.

 

On In-Quota Tariffs, Falconer reported that there was a sound basis for concluding, based on going to the lower of a threshold or a formula cut with a single tariff rate for all the tariff lines covered by a quota. The more detailed elements on starting point and phasing were also developed so that an agreement on all features was in the offing. There was also an equivalent basis for elements relating to developing countries.

 

On Tariff Quota Administration, as regards the tariff quota under fill mechanism, there was a basis for agreement on the outstanding issue of application to developing country Members, said Falconer.

 

On the Special Agricultural Safeguard (SSG), Falconer said the output from the G7 and the Green Room discussion has been reported regarding reducing the maximum number of products eligible for the SSG and eliminating it after seven years. Had that been finalised, it was likely that the SSG would have been retained at a very low percentage of tariff lines for developing countries generally and at a somewhat higher percentage for SVEs, he added.

 

On Special Products, the output from the G7 and the Green Room discussion has been well reported regarding the percentage of tariff lines that could be declared Sensitive Products, the percentage that would not take a tariff cut and the overall average cut for them, said Falconer.

 

On the Special Safeguard Mechanism (SSM), Falconer also said that the output from the G7 and the Green Room discussion has been well reported. He added: "Within the G7 itself there simply proved to be unbridgeable differences regarding the triggers for breaching the pre-Doha bound rate. The other key questions of how far you could go above that rate and how often you could do it could not be a source of any convergence in the absence of any common ground on the fundamental issue of what conditions would need to be met for you to even breach it in the first place.

 

"It is perhaps worth underlining that such differences were not some purely "technical" matter. Of course, like all fundamental political differences, there are consequent technical differences, but the impasse was not technical. It was political.

 "The fundamental issues were, on the one hand, whether you can breach pre-Doha bound rates and, if so, on what terms and conditions and, on the other hand, how you can make a SSM mechanism genuinely operational for developing country Members if there is an a priori ceiling constraint of such a kind. These issues remained - as they have throughout the negotiations - substantive, and essentially political, divisions. SSM was always going to be one of the three or four potential deal-breaker items and so, alas, it proved to be."

 

On Tropical and Diversification Products, Falconer said the list had been essentially stabilised. There could have been consensus around a formulation on treatment that had support among the key participants. The particularly sensitive matter of so-called "overlap" between tropical products and preference erosion product lists would have been resolved on the basis of specific understandings developed over those few days.

 

On Preference Erosion, the same understanding as for tropical and diversification products would have been reflected in preference erosion modalities, said Falconer. Beyond the so-called "overlap" issue, there would have been a basis to have concluded on the treatment of other nominated preference erosion products.

 

On the Treatment of LDCs, this would have been resolved (as sought by LDC's themselves) on an essentially equivalent basis to NAMA as and when NAMA was resolved.

 
DOMESTIC SUPPORT

 

Falconer says that the output from the G7 and the Green Room discussion has been reported regarding developed countries' domestic support commitments, in particular as relates to overall trade-distorting domestic support (OTDS) and, in the case of the United States, the base period for AMS. These were essentially the mid-point and, where necessary, rounding-up to the nearest whole percentage the bracketed numbers for OTDS cuts and removing the brackets for the base period.

 

Questions still remained as regards the "head room" for Blue Box product-specific commitments and the starting point for product-specific AMS commitments. Falconer believes those latter matters would, however, have been resolved also in terms of an overall agreement.

 

As regards developing countries' and recently acceded members' (RAMs) OTDS scheduling and Blue Box entitlements, a basis for agreement had also developed, says Falconer.
EXPORT COMPETITION

 

On export competition, Falconer believes that in the context of a total overall package, there was a specific and balanced outcome on the outstanding elements on food aid, export credits, STE's and phase out of export subsidies that was "ripe and ready to go."

 

On temporary Export Restrictions, he also believes that there was a fine-tuned text that would have been acceptable to Members.

 

COTTON

 

There was no new basis for an outcome on cotton, reports Falconer. "Although there was a renewed commitment to seriously engage in negotiations by all the Ministers that represent those countries that have been most heavily involved in this issue, it was, regrettably, not addressed in a substantive way by the time that negotiations had broken down overall." 
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NAMA CHAIR’S REPORT CLAIMS CONVERGENCE ON ALMOST ALL ISSUES

By Martin Khor, Penang, 13 August 2008

The Chair of the WTO's negotiating group on non-agricultural market access (NAMA) on 12 August issued a report on what he sees as results of negotiations taking place during the failed mini-Ministerial period of 21-29 July.

 

In contrast to the sombre and cautious report on agriculture issued a day earlier, Ambassador Don Stephenson of Canada has provided new texts in his report which he claims enjoyed "convergence" or near convergence among most WTO members during the various meetings at the end of July.

 

He has placed in an annex to his report what he calls The "Package", containing new texts on the most sensitive and controversial elements of the NAMA negotiations, which he claims enjoyed the "convergence" of the group of seven WTO members (G7) which did much of the negotiations during the mini-Ministerial period.

 

Some of the figures in this "Package" had been provided to the G7 in a one-page draft by WTO Director General Pascal Lamy on 25 July. The Lamy draft was also circulated to the Green Room of 30-plus Ministers and eventually to the informal Trade Negotiations Committee (comprising all WTO members).

 

But a large part of this annex, containing several paragraphs on the controversial "sectoral initiatives," were not in the Lamy draft and appears to be published for the first time in the Stephenson report. He mentions that the text on sectorals was the outcome of G7 negotiations and was not considered by other Members. Indeed, it is unlikely that officials of most WTO members have ever seen these texts on sectorals before.

 

It is presumptuous for Stephenson to give the impression that almost all WTO members had "converged" on the NAMA elements of the "Package." In his report, he notes that some Members did not give explicit support to all NAMA elements of the "package", but he mentions only two unnamed Members, one reserving giving support until additional NAMA elements were resolved, the other explicitly rejecting the "package" (especially the formula coefficients and flexibilities) for not satisfying the mandate for less-than-full-reciprocity and comparable ambition with agriculture.

 

The impression that the NAMA Chair tries to give is that the "package" in his report's Annex A enjoyed "substantial convergence" though not full consensus, and that his report should "record that convergence". This, he says, is done with a view to "capturing the progress we have made."

 

Stephenson is careful not to propose any future work plan. He is unable to carry out any such plan, anyway, because he has left his Ambassadorial post in Geneva (and the NAMA chairmanship) at the end of July, just after the Geneva talks ended in failure.

However, by placing the so-called elements of claimed "convergence" in an annex called The "Package", Stephenson is apparently attempting to "capture" what is hoped will be the basis, or at least an important basis, for negotiations, when they resume.

 

Consistent with his past track record, with the many reports and drafts he has issued through the years of his chairmanship, Stephenson highly and misleadingly exaggerates the degree of agreement that WTO members have with the last draft of modalities text that he issued on 10 July, as well as the degree of "convergence" with the so-called Package that he says resulted from the mini-Ministerial period.

 

While saying the obvious, that his 10 July draft was not a "consensus text", he continues: "Having said that, there is much in that text on which there is very substantial convergence. Indeed, on the basis of my consultations with Members, I believe that all of the provisions of the 10 July text could achieve consensus as they were presented in the text, with the exception of those modalities on which I report below."

 

In a section on "issues on which there was little or no convergence", he lists additional flexibilities for South Africa, the treatment for Venezuela, small vulnerable economies (SVEs) and recently acceded members (RAMs), special treatment for Oman, and product coverage.

 

In other words, he implies that except for these exceptional cases of flexibilities and proposed special treatment for individual countries and specific groupings, there is near-consensus or achievable consensus on all other provisions of his 10 July text.

 

This is a very tall claim indeed, given the high degree of controversy, dissatisfaction and anger that has swirled around his core July 10 proposals of the Swiss formula with a coefficient of 7-9 for developed countries and a main coefficient of 21-23 for developing countries (coupled with meagre flexibilities of 5% total exemption from the formula cut or 10% deviation of half from the formula cut, with each flexibility option further constrained by being limited to 5% or 10% of total import value respectively). The 10 July text also has alternative coefficient ranges of 19-21 (in which case the country choosing it can have slightly more flexibilities) or 23-26 (in which case no flexibility is allowed).

 

Besides the core issues of coefficient and flexibility, there have also been fierce objections by many developing countries to his provisions and approach on sectoral initiatives (which puts pressure on at least some developing countries to participate in what is supposed to be a voluntary scheme (including through linking participation to flexibilities) and the anti-concentration clause, which further restricts how the flexibilities can be used, as developing countries are obliged to have a minimum percentage of tariff lines with full formula cuts in each sector (or HS chapter).

 

Stephenson has been widely perceived to be a creature of the developed countries, willing and eager to be their channel to get into draft texts that claim near-consensus what they intensely desire, i. e. combining limited liberalisation commitment on their own part, with maximum market opening in developing countries, at least those that have the most markets to give.

 

The NAMA Chair has been willing to come out with one text after another that becomes a lightning rod for protests, expressions of bitter frustration and outrage from developing countries. After these outbursts in NAMA, TNC and General Council meetings, he has come back with the same texts, or different versions of the same, often added with new proposals first put forward by developed countries, which then give rise to new protests.

 

Through the past two years, the NAMA-11 group of developing countries have been leading the battle against the Stephenson bias, best exemplified by his mid-point coefficient 8 for developed countries (which implies cuts to the average NAMA tariff by only 22% for Japan, 29% for the US and 33% for the EU), and mid-point coefficient 22 for developing countries (implying cuts to the average NAMA tariff of 58% for Brazil, 61% for India, and 62% for Indonesia).

 

This not only fails to fulfil the Doha mandate of less than full reciprocity (LTFR) in reductions for developing countries, but gives this special treatment to the major developed countries by allowing them to have tariff reduction rates half of what the major developing countries have to undertake.

 

Stephenson attempted to explain away his violation of the LTFR mandate by stating, in a previous report, that there is no agreed definition of LTFR, that the definition put forward by some developed countries could just as well do, and that anyway his proposals had the near consensus of members, according to his own survey.

 

Despite the many meetings at which developing countries and their groupings expressed their bitter frustrations at him through the years, Stephenson not only stuck to his guns but increased the fire-power in the most recent months by adding a new proposal by developed countries on the anti-concentration clause, and by supporting the pressures put on some developing countries to take part in sectorals. The new anti-concentration issue was first introduced very late in the game, in his 10 July text.

 

At the start of the mini-Ministerial, the NAMA-11 and many individual countries attacked his 10 July draft. At the TNC meeting on 22 July, South Africa's Trade Minister presented a NAMA-11 Ministerial Communique and a lengthy statement criticising many aspects of the 10 July draft. He said the NAMA texts consistently ignored the NAMA-11 positions, and the group could not accept a process that ignores its position.(See SUNS #6523 dated 23 July 2008).

 

The NAMA-11 attacked the narrow range of coefficients and the flexibilities with a double constraint (in terms of percentage of tariff line and trade volumes that can be covered). "We cannot accept proposals that reverse the principle of LTFR for developing countries. These demands are inconsistent with the Doha mandate and cannot be a basis for concluding the Round."

 

Argentina's Minister was even more critical, saying the Stephenson text was not fit to be used, and stressed that asking developing countries to cut tariffs by less than developing countries was "out of the question." The Venezuelan Trade Minister attacked the NAMA text for giving "small vulnerable economy status" to major developed counties that have to cut their tariffs by less than 30% whereas developing countries' reductions were 40-60 per cent.

 

Criticisms were also made by Bolivia and Cuba, and charges that the NAMA text was imbalanced and had to be changed were also made by Ministers of Brazil and China and India's top official.

 

At a TNC meeting on 26 July, many developing countries criticised the Lamy draft of 25 July, including the NAMA aspects. (See SUNS #6527 dated 29 July 2008). Argentina attacked the NAMA aspect as "substantially imbalanced", having the same numbers as the Stephenson draft that it had already rejected.

 

South Africa's deputy trade minister said the numbers on NAMA were not developed with developing countries' concurrence, and that the text fails the tests of the principles of LTFR and comparable ambition with agriculture. Venezuela rejected the Lamy draft in its totality, saying it arose from a small group in order to impose agriculture and NAMA texts by giving the impression to the public that there is an agreement.

 

And even after the talks collapsed, the process and draft texts on NAMA continued to be criticised by several countries. At the formal TNC, Argentina blamed the failure partly on the problematic process in NAMA and the pressures wrongly put onto developing countries. It called for amendments to the NAMA text, without which there cannot be progress. At the General Council later, Argentina said the progress in the agriculture and NAMA modalities were not discussed in the wider membership and whatever the Chairs put out is under their own responsibility.

 

South Africa said a lesson from the past days is that pursuing rigid formulas and frameworks can be a recipe for failure, and we have to reaffirm the LTFR principle. Venezuela said that the negotiations of the past days did not involve all countries, and some countries object to the package, so countries should be able to have their own papers on the table, together with any papers that emerge.

 

The status of texts that emerged from the failed Geneva July meeting thus cannot be placed on a pedestal, as Stephenson tries to do through his report.

 

By contrast, Ambassador Crawford Falconer of New Zealand, the chair of the agriculture negotiations, did not want to place in his report any drafts or texts that emerged from the G7 or Green Room meetings or even from consultations he himself held, stating that documents made by countries in the context of an expected overall outcome would have to be treated differently when the overall result was not achieved.

 

He apparently understood that putting out such texts might give rise to more complications and controversies as to their status and meaning, muddying the waters further. He said in his report that while some texts arising from the Mini-Ministerial period exist in the computer drive, they should remain there, until such time they can serve a useful purpose.

 

Stephenson took a completely different approach in his report. By putting out texts from the 21-29 July meetings, and embellishing them with the aura of convergence and with the status that almost all his provisions "could have achieved consensus", he may be intending to have his 10 July draft together with the additional texts in his 12 August report "sealed and captured", to be re-opened and used as the basis for negotiations, when the talks resume. 

However, he may more likely be generating more controversy and could bring disrepute to his report, at least among some of the WTO members, and certainly among his critics in academic institutions, in trade unions and other civil society organisations.

 

In his 12 August report, in a section on The "Package", Stephenson says that convergence on a number of elements of the NAMA modalities was achieved among Ministers of the so-called G-7 (Australia, Brazil, China, the European Communities, India, Japan and the United States).

 

"Subsequently, the majority of Members meeting in Green Room format indicated that, while they had reservations over particular issues, they could live with the proposed compromise outcomes on these elements of the NAMA modalities. However, this convergence was conditional on agreement on a number of elements in the negotiations on agriculture, and was accepted by many of these Members only "as a package".

 "Agreement was not reached on all of the agriculture modalities in that "package". In addition, some Members' support was conditional upon the outcome of negotiations on other issues - issues which were not part of the "package" and remained to be addressed. These other issues were not agreed and, therefore, the convergence on the NAMA issues within the "package" remains just that - substantial convergence, but not consensus."

 

He also noted that some Members did not give explicit support to all NAMA elements of the "package", mentioning one Member reserved giving support until additional elements of the NAMA modalities were resolved, and another Member explicitly rejected the "package" and, in particular, the coefficients and flexibilities.

 

It is important for transparency to record the elements of the "package" in NAMA, presented in Annex A, said Stephenson. The text related to sectoral agreements was the outcome of specific, text-based, negotiation among G7 Members. This text was not, however, considered by other Members.

 

In his Annex A on The "Package", Stephenson uses the single figures in the Lamy draft of 25 July for the coefficients and the flexibilities, over-riding the ranges of his 10 July text. In fact, the Lamy figures were simply the mid-points of the ranges that Stephenson gave, so what Stephenson does in his report's Annex is to legitimise Lamy's draft which in turn had legitimised Stephenson's draft.

 

(The paragraphing used in the report's Annex A follows the paragraph numbers in Stephenson's July 10 draft).

 

In para 5 on the formula, the Lamy figure of 8 for developed countries' coefficient replaces the 7-9 range of Stephenson; the Lamy figures of 20, 22 and 25 are the options for developing countries' coefficients (replacing the 19-21, 21-23, 23-26 ranges of Stephenson).

 

In para 7(a) on flexibilities, the Lamy figures for flexibilities linked to the 20 coefficient (i. e. 14% of tariff lines can be cut by half the formula cut, if they don't exceed 16% of import value, or else 6.5% of tariff lines can be totally exempt from cuts if they don't exceed 7.5% of import value) are in the Annex, and they are simply the mid-points of Stephenson's ranges.

 

The other flexibilities linked to the 22 coefficient (10% and 105, or 5% and 5%) are retained from the Stephenson draft, as is the zero flexibility for the 25 coefficient.

 
In para 7(d) on anti-concentration, Stephenson uses his own draft but injects Lamy's figures of 20% and 9% as follows: "... full formula tariff reductions shall apply to a minimum of either 20 percent of national tariff lines or 9 percent of the value of imports of the Member in each HS Chapter."

 

In para 9 on sectoral negotiations, the report puts in the following text, which it says was agreed to in the G7 meetings:

 

"Participation in sectoral initiatives is on a non-mandatory basis. At the time of establishment of modalities the Members listed in Annex 7 have agreed to participate in negotiating the terms of at least two sectoral tariff initiatives of their choosing, with a view to making them viable. Other Members are also encouraged to participate. Participation in the negotiation of the terms of a sectoral initiative shall not prejudge a Member's decision to participate in that sectoral initiative. Any developing country Member participating in final sectoral initiatives will be permitted to increase its coefficient (in such increment as will be determined no later than 2 months from the date of establishment of these modalities) commensurate with its level of participation in sectoral initiatives."

 

In para 11, an extra line is added: "Members take note of the specific modalities in these proposals and agree to consider any proposals to amend them, including the provisions for special and differential treatment such as, among others, partial product coverage or participation in sub-sectors, the exclusion of tariff lines on which the flexibilities in paragraph 7 have been applied and the tariff lines listed in Annexes 2 and 3, as part of the negotiation of the terms of sectoral initiatives noted in paragraph 9."

 

There are also new sub-paragraphs in para 12 on the deadlines for submitting new sectoral initiatives, for countries to indicate their agreement to participate in negotiations on specific sectorals, for the submission of final agreed sectoral initiatives, and for scheduling.

 

The 12 August report has a section on "Additional issues on which there was substantial convergence". It says substantial convergence was achieved on the following issues: 

 

(1) On the subject of Members with low binding coverage (paragraph 8 of the July text). This convergence was achieved before the Ministerial meeting as reflected in JOB(08)/84.

 

(2) On the deletion of the notification requirement for Bolivia in paragraph 13.

 

(3) There was convergence, among the proponents and the Members principally affected, on language on Market Access for LDCs. This convergence was on specific modalities language (presented in the report's Annex B).

 

(4) On the inclusion of Mongolia in paragraph 20 of the July text.

 

(5) There was convergence among key concerned Members on a compromise outcome on preference erosion, including paragraphs 28 and 30 and, specifically Annexes 2, 3 and 4 of the 10 July draft modalities text. This compromise is described in the report's Annex C. However, one Member rejected this compromise, arguing that all Members should be granted the same treatment - on the same tariff lines - under the "disproportionately affected" provisions in paragraph 30.

 

In a section on "Issues on which there was little or no convergence", the report says that little or no convergence was achieved in respect of the following issues:

 

Para 7 (e) on SACU members' extra flexibilities: There was no resolution or convergence to report. While there was broad support for the provision of additional flexibility for South Africa, their demands for flexibilities beyond the range and architecture provided in the text were not supported by most members consulted, says the report.

 

Para 7 (g): The treatment of Venezuela continues to be an open question. The two options presented in the text remain unresolved: that is, treatment equivalent to the second band in paragraph 13 (the SVE modality), which is the proposal by Venezuela, or the relaxation of the trade constraint in paragraph 7(a) or (b), the preferred solution of some other Members.

 

Small, Vulnerable Economies (SVEs): The open question continues to be the target average in the first band and second bands. While Members are very close to convergence, linkages to other issues - including issues in the agriculture negotiations - continued to prevent a number of the proponents from closing on this subject, said the report.

 

Recently Acceded Members (RAMs): At issue is whether the additional implementation period accorded to formula-applying RAMs to implement their cuts should be 3 or 4 years. There was no final resolution of this question. There was also convergence to delete footnote 8 in the 10 July draft modalities text, said the report.

 

Special treatment for Oman, as proposed by it, was discussed but there was no convergence.

 

By only including the above in the section on issues on which there is no convergence, Stephenson is implying that there is convergence or consensus on other issues, in particular the core issues of the formula coefficients and flexibilities, including the controversial anti-concentration clause and sectoral agreements.

 

In a section on future work, Stephenson said the future of the NAMA negotiations lies in the hands of the members. He added that he had presented this record of the intensive work since the release of the 10 July draft modalities text "with a view to capturing' the progress we have made. I know that members will need to rest and then reflect on how they wish to proceed, so I will propose no forward work plan, at this time." 
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DOHA TALKS RE-START IN SMALL GROUP, BUT TASK IS TRULY UPHILL
By Martin Khor*, Penang, 9 September 2008

It seems that the Doha Work programme of the WTO has more than the proverbial nine lives of the cat. It was widely believed that the failure of the "Mini-Ministerial" negotiations in Geneva on 21-29 July would put the Doha talks on the back-burner until the new United States President and Congress have settled in and had the chance to assess their positions.

 

But, instead, the talks resume in Geneva this week, in informal mode of course. Senior officials from capitals of a few countries, presumably members of the "G7" group that was newly established during the July talks, are gathering today to re-open the discussion on agriculture modalities.

 

The first agenda item, reportedly, is special safeguard mechanism, the issue on which the July talks foundered. According to media reports, Brazil and Australia have a new proposal on how to break the SSM deadlock and this will most likely be the basis of the new talks.

 

The meeting starting this week appears to be a last-gasp attempt to salvage victory from the jaws of defeat. Most observers are understandably skeptical of the chances of a breakthrough, since so many "do-or-die" deadlines have previously been set and broken. The odds are that this will be another attempt that will end in another failure.

 

The meeting has been convened apparently under the impression that there is just one more very narrow "window of opportunity" to do something before the handover from President Bush to President Obama or McCain.

 

What that something is, is not clear: Bush to sign on to a WTO modalities deal and send it to Congress? Congress to approve it? Bush to sign on and leave it to Obama or McCain to take the baton and run with it, and submit to Congress? What is the use of this, when the present US negotiators have little if any mandate left to negotiate?

 

What the organizers of this week's meeting hope to achieve, and how realistic that is, is clouded in great uncertainty.

 

Nevertheless, the show has to go on. Diplomats engage in diplomacy and negotiators do negotiating work. If there is no negotiation, the negotiators will be at a loss as to what to do with their time.

 

Immediately after the Geneva talks collapsed, many Ministers who were present were downbeat as to the prospects of the Doha Round ever concluding. They indicated that the United States' presidential elections campaign would make it impossible for any new serious negotiations to take place now, and it will be a year into the new President's term before the US can meaningfully engage again.

 

By that time, many of the other key players may also no longer be in office, and the new Commerce Ministers and their leaders may not be committed to the basic elements in the emerging package of agriculture, non-agricultural market access (NAMA) and services that have been worked out by their predecessors. When the negotiations resume in earnest, in one or two years' time, some of the aspects already agreed to may no longer be acceptable or so acceptable. The Doha deal may unravel beyond repair, according to this view.

 

In the days immediately following the failure, many WTO members called for the preservation of the agreements already made, and for some technical work to be resumed in September, as a prelude to creating the conditions for another Mini-Ministerial that could perhaps still complete the "modalities" for agriculture and NAMA before the end of the year.

 

There is now a desperate attempt to salvage the Doha Round from complete ruin. If the modalities (not the whole deal, which is now impossible) can be agreed to by all before year's end, then whoever is elected to the US Presidency and the US Congress will face tremendous pressure to endorse these, since going against the multilateral consensus would throw such a bad light on the new administration and Congress. And if the WTO modalities are incompatible with, for example, the 2008 Farm Bill, then the US would amend this bill to make it Doha-compatible.

 

So the argument goes. Others, however, believe that it is wishing for too much to expect a new President and a new Congress to simply agree to amending a Farm Bill that took so much political effort to draw up. Nor would the powerful agriculture lobbies simply keep quiet and accept the loss of the benefits they managed to gain, just so that the new administration will keep to the word of the previous administration, with which it has many disagreements.

 

Thus, some long-time observers of the WTO scene believe that the Geneva collapse in July may prove to be the final end to the Doha Round's design.

 

But that too is not certain, for Doha has survived many a collapse before (Cancun in 2003, the mini-Ministerial in Geneva in 2006, the G4 Potsdam meeting in 2007), only to rise again towards a new stage in the formulation of the modalities.

 

In August, WTO Director-General Pascal Lamy visited India and the United States in a bid to get political leaders in these countries to try one more time to reach an agreement on the unresolved issues that prevented a deal in Geneva. Others, notably President Lula of Brazil, also actively pursued a quick revival of the talks. These efforts have led to this week's resumption.

 

The new September negotiations will face a really uphill battle, given the many issues that are unresolved, and the many complex factors that led to the collapse. These issues and factors remain, and it is hard to envision how they can now be disentangled in so short a time.

 

The collapse of the July talks had many sources. The process was one factor. In the tradition of the WTO, the configuration of players and participants of the drama was ever fluid and ever changing, causing not only confusion and instability but also great frustration.

 

It was a roller-coaster experience of nine days. Only 30-40 Ministers (of an organization of 152 members) were invited to the so-called "Green Room" meetings. Until today, there is no publicly available list of which countries were in the Green Room, nor the criteria for their selection, nor how they were invited (by letter, or by phone call only?) or by who.

 

All members were invited to the "informal Trade Negotiations Committee (TNC)" meetings each morning, where views could be aired. However, in the first two days, the real negotiations took place in the Green Room of 30-40 Ministers. But then, Lamy controversially created an inner group of seven members (the US, European Union, Brazil, India, China, Australia and Japan), which then hijacked the negotiations.

 

For many days the non-G7 Ministers were simply kept waiting in frustration. The mini-Ministerial of 30-40 delegations had become a "micro-Ministerial" of 7 Ministers plus WTO Director-General Pascal Lamy, as some diplomats put it.

 

Progress had been made on a number of issues, but on several of the key issues in agriculture and NAMA the talks had been stuck. A draft by Lamy on Friday 25 July to the G7 had a fragile status. While it was presented to the Green Room as having emerged from the G7, the ownership and authorship was always in doubt. Indian Commerce Minister Kamal Nath told a G33 meeting on 26 July that he had objected to the language on special safeguard mechanism (SSM) and was walking out of the G7 meeting when he was persuaded to stay so as to avoid the impression that the talks had failed.

 

It had always been understood that India had not agreed to the Lamy draft. Within a few days, it was also clear that China was not in agreement. The "breakthrough" of that draft was that Brazil, perhaps the leading advocate of concluding the modalities this week and the Round this year, was clearly backing it. The talk in the corridors (and in the press) was that it had "broken ranks" with India (its old G4 partner), and also with its Mercosur partner Argentina (known to be a major critic of the NAMA text).

 

Meanwhile, frustration was building up among the 30-plus non-G7 Ministers who were specially invited by Lamy to the Green Room, only to find themselves waiting for days in the wayside, while the G7 kept meeting at odd hours of the day and night, and with hardly a trickle of news on what was happening.

 

Many of the Ministers complained strongly at a TNC meeting that they had been invited to Geneva to do important work, only to be "kept in the dark" in the waiting room. Several Ministers left, with one complaining that "I have a government to run back home." The meeting could not continue indefinitely. Thus, while progress was reportedly made on some issues, there were still too many unresolved after nine days. The Geneva week, which had extended into three extra days, collapsed under its own weight.

 

When the end came, the major developed-country players, especially the US, pinpointed Special Safeguard Mechanism (SSM) in agriculture as the sticking point of the entire negotiations. This is a new safeguard that a majority of the developing countries, led by the G33, had advocated to allow them to raise tariffs above the bound levels in the event that the volume of imports rise above a certain level, or if the prices of imports fall below a certain level.

 

The SSM was seen by the developing countries as essential to protect their food security and farmers' livelihoods from import surges that in the past had already damaged the local agriculture sector as local products ranging from tomato and onion to rice and chicken lost out to cheaper imports. What was more galling was that many of the imports are artificially cheapened by the huge agricultural subsidies granted by developed countries.

 

Under the normal safeguard (the WTO's Agreement on Safeguards), a country has to prove serious injury or threat of serious injury before it is allowed to take action (raise the tariff above the bound level). For agriculture, this is inappropriate; once damage is done, it is difficult to get farming going again, unlike industry. Thus, the need for a special safeguard, where action can be taken before there is serious damage.

 

There is already a special agriculture safeguard (SSG) set up in the Uruguay Round, but it is mainly used by developed countries as the condition is that it can be used only for products that underwent a "tariffication process" in that Round. The developing countries wanted the use of a special safeguard to be extended to them, through the SSM.

 

While all the WTO members have agreed to the principle of the SSM, most developed countries led by the US and Australia and a few agricultural-exporting developing countries have been fighting the G33 on the terms of the SSM. The former want to impose stringent conditions for the trigger (the degree to which prices or volumes change before the SSM can be used) and the remedy (the extent to which duties can be raised), so stringent as to make the instrument ineffective.

The call by the G33 was thus for an "effective SSM", with fair rather than absurd conditions. The G33 proposed a set of triggers and ranges of tariff increases above the bound rates. In their latest compromise, they were even willing to set limits to the degree to which the extra tariff could exceed the bound levels of the previous Round (i.e. the Uruguay Round, or the levels when countries like China acceded to the WTO).

 

The US Trade Representative Susan Schwab tried to take the high ground by proclaiming that it was preserving the past 5, 10, 30 years' gains of the trading system from the protectionists led by India and China which it accused of wanting to hike up agricultural tariffs above what they had already agreed to in the Uruguay Round.

 

It was part of a concerted attempt by the US to shift the blame of any collapse onto India and China, by portraying them as selfishly seeking new protectionist devices. Its unexpected and strong attack especially on China on Monday 28 July morning at the informal TNC meeting gave an inkling to some observers that the US did not want a deal, and was already preparing the ground to shift blame from itself.

 

Insiders from India and China at the G7 meeting were surprised at the tenacity of Schwab in insisting on an extra trigger if a country wanted to impose a duty that went beyond the rate of the Uruguay Round. This would make it much more difficult to use the SSM. In the text on modalities of the Chair of the agriculture negotiations (issued 10 July), there is no such extra trigger; only the normal triggers would apply. Besides, the US wanted this extra trigger to be set at an unreasonably high level of 150% (of the base import volume) before the SSM could be allowed to raise duties above the pre-Doha bound levels.

 

To cater to the US, Lamy in his 25 July draft proposed an extra trigger, to be set at 140%. This was rejected by India, China and the G33 (and several other supporting groups of developing countries) as being far too high and indeed absurd as it would render the SSM toothless and useless in all but name. The normal safeguard (the Agreement on Safeguards) and the existing SSG (special agricultural safeguard) do not impose any such restrictive condition that the bound levels of the previous Round cannot be exceeded, or that there must be a specially high trigger in case they are exceeded.

 

Lamy tried to break the SSM deadlock in the G7 (between US-Australia and India-China) by proposing a new set of principles, which threw out the SSM model and replaced it with what seemed similar to the normal safeguard (the existing WTO Agreement on Safeguards).

 

The Lamy text required "demonstrable harm" to food security, livelihoods and rural development before the SSM could be used, which undermined the rationale of a special safeguard (that action can be taken before serious harm occurs). Its fast-track binding dispute procedure of 60 days also makes the new SSM far less attractive than the usual dispute system (which would take much longer than 60 days to complete) under which the normal safeguard operates.

 

Despite these major negative elements, the Indian Commerce Minister Kamal Nath told the media that he had accepted the Lamy text (at least as the basis for negotiations), but that the US had rejected it. The next morning (29 July), officials of the G7 laboured for three hours to produce an alternative SSM model, which they agreed to, and presented to the G7 Ministers. According to Nath, it was Schwab again who rejected the new draft. That final rejection by the US sank the talks.

 

Many Ministers, officials and diplomats have been speculating that the SSM was not the real issue that was irreconcilable. In the most widespread view, the US really did not want to face the cotton issue, which was the next item on the G7 agenda once SSM was settled. Since the US had agreed to cut its overall trade distorting support by 70%, it would have to agree to reduce cotton subsidies by more than that as the mandate is that these subsidies be cut more deeply and faster than the normal or the average rate.

 

The 2008 US Farm Bill having planned that cotton subsidies be maintained or increased in the next five years, it would have been difficult politically or diplomatically for Schwab to offer a plus-70% cotton subsidy cut.

 

The failure of the Geneva talks would then have been placed squarely on the United States, and it would really have been seen as a villain protecting the wealth of a few thousand cotton farms while millions of African cotton farmers would continue to languish in poverty under the continuing unfair rules of the trading system epitomized by the US Farm Bill.

 

This suspicion that the US wanted to avoid the cotton embarrassment is the backdrop to the comments made by several Ministers of developing countries in their press conferences that SSM could not have been the real cause of the talks breaking down, but rather the scapegoat picked on by a major player in an attempt to shift the blame on to another issue and on other countries.

 

After all, despite Schwab's portrayal of the protectionist potential of the SSM, the US itself is a frequent user of the existing special agricultural safeguard (SSG) on which the G33's SSM proposal is based. WTO data show that in the 8 years from 1995 to 2002, the US invoked the SSG on a total of 396 tariff lines.

 

The EC in the same period used the SSG on 296 tariff lines. Fewer than 30 developing countries qualify to use the SSG and they hardly make use of this facility. Neither India nor China are eligible to use the SSG.

 

On top of this, the US has also used the normal safeguard, for example, on textiles imports. When the USTR chastised India and China for wanting to use the SSM to protect their farmers, it was a case of the pot calling the kettle (or rather the potential future kettle, since the SSM does not even exist yet) black. As the Indonesian Trade Minister Mari Pangestu, coordinator of the G33, put it: "It is like accusing us of a crime that we did not commit."

 

(* This is the first part of a two-part article analysing the issues and factors that led to the failure of the "Mini-Ministerial" Doha talks at the WTO at the end of July. The second part will appear in the next issue of SUNS.) 
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MANY ISSUES BESIDES SSM REMAIN UNRESOLVED IN THE DOHA TALKS
By Martin Khor, Penang, 9 September 2008
When the Mini-Ministerial talks collapsed at the WTO at the end of July, media attention had focused on the deadlock on special safeguard mechanism (SSM) and to some extent on the cotton issue which was never discussed at all. But these were by no means the only outstanding issues when the talks came to an end.

 

In particular, the issue of non-agricultural market access (NAMA) was far from being settled, with at least four major contentious elements still outstanding and ready to boil over. These were the coefficients in the "Swiss formula" for cutting tariffs, the flexibilities from the full application of the formula for developing countries, the "anti-concentration clause" that would further constrain the already meager degree of flexibilities, and the "sectoral initiatives".

 

Argentina, South Africa and Venezuela were the leading countries objecting to the coefficients in the Swiss formula for developed and developing countries, proposed by Lamy in his 25 July draft. The proposed coefficients would translate into very steep tariff cuts on industrial products for developing countries while the reduction rates are milder for developed countries. This would turn the principle of "less than full reciprocity (LTFR) for developing countries" on its head, becoming a reverse special and differential treatment for the developed countries.

 

The Lamy draft basically uses the coefficients and flexibilities of the Chair's 10 July text. This text is extremely imbalanced and violates the LTFR principle, which was mandated in the Doha Ministerial Declaration. It requires the developing countries to undertake tariff reductions by more than developed countries. It also cuts the developing countries' bound tariffs very deeply, thus reducing many applied tariffs, and/or seriously reducing policy space to make use of tariffs for industrial development.

 

The Lamy draft proposed coefficient 8 for developed countries, which would mean that the average bound tariff of the three major developed countries would be reduced by about 28% (i.e. EU by 33%, US by 29%, Japan by 22%).

 

It proposed that developing countries could choose between three options in coefficients, each coefficient being linked to a particular set of "flexibilities" (i. e. that a percentage of tariff lines be excluded from tariff cuts, or that another and higher percentage of tariff lines be cut by half of the formula cut).

 

In this scheme, coefficient 22 is the central coefficient in the Lamy draft; it would reduce the average tariff of developing countries like India, Brazil, Indonesia, and Venezuela by about 60%. Thus, these developing countries would have double the tariff reduction rates as the three major developed countries.

 

For this central coefficient, the flexibility is very little: either (i) 10% of NAMA tariff lines be cut by half of the normal formula cuts, but restricted to 10% of the value of NAMA imports; or (ii) 5% of NAMA tariff lines are exempted from any tariff cut, but this is also restricted to 5% of the total NAMA import value.

 

Another contentious issue was the "anti-concentration clause". This issue arose very late in the negotiations, appearing only in the NAMA Chair's report of July 10. Developed countries (the US, EU, Japan) insisted that the already restricted flexibilities for developing countries would be further limited so that developing countries could not exclude a sector or too much of a sector from the full force of the formula cut.

 

The Lamy draft of 25 July proposed that 20% of tariff lines with at least 9% of the total import value in any sector or HS chapter must be subjected to the full formula cuts. Within the G7, India and China was objecting to the figures, and outside the G7 there was also a lot of resentment.

 "Sectorals" was another controversial and unresolved NAMA issue. The developed countries have been pressing for "sectoral initiatives" in which a "critical mass" of countries agree to reduce their tariffs to zero in various sectors. It is not mandatory for developing countries to participate in these initiatives.

 

However, the developed countries were particularly pressurising large-sized developing countries like China, India and Brazil to take part and thus open their markets in the auto, chemicals, electrical/electronic sectors.

 

In the preceeding months' negotiations, developed countries were pressing for the linking of participation in sectorals to the degree of flexibilities or even to extra points in the coefficients. This was objected to by India, among others.

 

However, this linkage was maintained in the Lamy draft. But an even greater sticking point was that the Lamy draft for the first time also includes the new obligation that certain countries (listed in an Annex Z) have committed to participate in negotiations in at least 2 sectoral tariff initiatives. This seems to contradict the "non mandatory nature of sectoral initiative", which is also stated in the paragraph of the draft. In the G7 meeting, India and China were being pressurised to agree to participate in key sectors in the sectoral initiatives.

 

CONTROVERSY ON US' AGRICULTURAL SUBSIDY REDUCTION

 

Another big issue was the level of commitment of the developed countries, particularly the United States, to cut their agricultural domestic subsidies, and particularly their overall trade distorting domestic support (OTDS).

 

At the start of the week, the US announced that it would offer to cut its allowable OTDS to $15 billion. This was dismissed by many developing countries including India and Brazil as being inadequate, because the actual applied OTDS of the US had already dropped to about $7-8 billion in 2007. A ceiling of $15 billion would allow the US the "policy space" or "water" to double its current OTDS. Kamal Nath had famously called on the US to effectively cut its domestic subsidies by agreeing to reduce its OTDS to $7 billion minus one dollar.

 

Susan Schwab angered the developing countries by conditioning her "offer" of $15 billion with the acceptance of the other WTO members of a kind of "peace clause" whereby the US application of its domestic support cannot be challenged through litigation in the WTO.

 

This appeared to be a demand not only for a revival of an earlier "peace clause" (which has expired, thus opening US subsidies to legal challenge at the WTO) but to even have an expand scope in the new peace clause. Critics pointed out that this would have allowed the US to manipulate its subsidies and the placement of them in various boxes or categories with impunity.

 

Lamy responded to the US offer of $15 billion by basically accepting it. His 25 July draft said that the allowable OTDS for the US is to be cut by 70%. This is mid-point within the range in the Agriculture Chair's paper of a 66-73% cut. Thus, the present $48.3 billion level would be cut to $14.5 billion (which is mid-point between the Chair's range of $13-16.4 billion).

 

The $14.5 billion level was just a little below the $15 billion US offer, and still far below the estimated 2007 actual OTDS of $7-8 billion. The US actual or applied OTDS level in 1996-97 was also $7 billion before rising to $19 billion in 2005 (according to the US date notified to the WTO) before dropping to $11 billion in 2006 and $8 billion in 2007 (according to G20 estimates).

 

Thus, the Lamy-proposed $14.5 billion allowable level is double the 2007 level, allowing the US to have a lot of "water" to increase from the present $7-8 billion.

 

However, Brazil agreed in the G7 to the $14.5 billion figure. Since it is the leader of the G20, the group of developing countries that has championed the cutting of agricultural subsidies, that took the wind out of the sails of potential opposition to this part of the Lamy draft.

 

India originally signalled that it could accept this figure. However, in later statements to the TNC, both India and China criticized the US for practising double standards, when it insisted on having a bound level that is twice its actual spending on agricultural domestic subsidies, while insisting that developing countries cut their bound tariffs in NAMA or agriculture until they go below the applied levels.

 

The allowable OTDS for the EU is to be cut by 80%. This is in line with what the EU has said it would do (i. e. to be 10 points higher than the US). This is also mid-point in the 75-85% range in the Chair's paper. The EU's present allowable OTDS is Euro 110.3 billion. A cut of 80% would bring it to Euro 22 billion. (This is mid-point between the Chair's range of Euro 16.5-27.6 billion).

 

In 2004, the EU's applied level was Euro 57.8 billion (according to simulations in a WTO paper). The CAP reform of the EU is already scheduling to drastically reduce its OTDS within a few years (through changing the nature of subsidies and expanding the Green Box category of subsidies. During the Geneva week of negotiations, EC negotiators indicated that the Lamy proposal of an 80% cut would be in line with what the EC had planned under the CAP reform. Thus, the EU would not have to make an additional effort. Thus, the cut to Euro 22 billion, though it appears to be large, would be comfortable for the EU.

 

The lowering of the allowable and applied OTDS is also accompanied by a rise in the Green Box support (which is not part of the OTDS). A large part of the domestic support of the US and EU has shifted to the "Green Box", which is supposed to be non-trade distorting and on which there is no limit placed. The EU subsidies are rapidly shifting from OTDS to Green Box in the CAP reform.

 

While actual OTDS is cut, subsidies are shifted to the Green Box and total domestic support may not decline. Recent studies (e. g by UNCTAD India) have shown that the Green Box support can also be trade and production distorting.

 

As international trade expert Bhagirath Lal Das has pointed out: "The really significant escape route is the Green Box which amounts to US$50 billion and Euro 22 billion in 2000 respectively in the US and EU and the possibility of unlimited increase in future... Thus, the Green Box, particularly its window of decoupled income support' (paragraph 6 of Annex 2 of the Agreement on Agriculture) will continue to be the route to give farmers unlimited amounts as subsidies."

 

The Lamy draft did not even mention the Green Box, while in the Agriculture Chair's text of 10 July, there is no limit proposed on the amount of Green Box support.

 

Thus, the cuts in allowable OTDS for US and EU may appear large (70%, 80%) but in fact will not reduce applied or planned reductions in OTDS and moreover these will be offset by an increase (in the case of the EU) in the Green Box. The subsidies should not be there in the first place due to the distortions they cause, and their reduction should not be "paid for" by developing countries through the high price in market access in NAMA and agriculture and services being demanded of them. In particular, the $14.5 billion level should not have been used as a "trigger" to demand such high obligations from developing countries in agriculture, services and NAMA.

 

SERVICES AND TRIPS

 

While the G7 and the Green Room only focussed on agriculture and NAMA modalities, there were also the side shows of services and TRIPS during the Geneva talks.

 

A half day "services signalling conference" took place on 26 July, attended by about 30 countries. Developed countries insisted on this conference for them to gauge the level of commitment of selected developing countries (whose markets they were interested in) to give better offers, especially in Mode 3 (commercial presence).

 

India was also eager to have this conference so that it could gauge the developed countries' commitments on Mode 1 (supply of service from territory of a member into the territory of another member) and Mode 4 (movement of natural persons).

 

The major countries came out of the services meeting with satisfaction, with the US, EU and India stating that there had been "positive signals" in areas they were interested in. Thus, services was not used by any side as a reason not to provide offers or compromises in agriculture or NAMA.

 

The Minister of Norway was asked to coordinate negotiations on three issues relating to the WTO's agreement on trade-related intellectual property rights (TRIPS): the register for geographical indications for wines and spirits; proposed extension for geographical indications; and the relation between TRIPS and the Convention on Biological Diversity.

 

There was not much progress in these areas. In the TRIPS/CBD issue, about a hundred developing countries, led by India and Brazil, had proposed a system of disclosure of country of origin, and evidence of prior informed consent and benefit sharing, to accompany applications involving genetic resources and associated traditional knowledge.

 

Textual language was provided for all three issues on how to move the negotiations forward. The language for the disclosure issue had been watered down considerably in an attempt to get the support of the EU while in return the countries advocating the disclosure proposal would support the EU to have textual language on negotiations on the geographical indications issues.

 

The possible outcome was always uncertain as the US made clear it was opposed to advancing negotiations on the GI and disclosure issues. With the present cloud over the agriculture and NAMA modalities, there is unlikely to be any progress on the TRIPS issues for the foreseeable future.

 

BRIEF CONCLUSION

 

While India, Brazil and China was in the spotlight by virtue of their membership in the exclusive G7, other developing countries also played significant roles. Indonesia, which coordinates the G33, held the group together as its issue, the SSM, took centre stage. The developing country groupings - the African, ACP and SVE (small vulnerable economies) groups - played a pivotal role at a crucial turning point of the negotiations.

 

As the heat increased on India and Indonesia over the SSM issue, these groupings joined the G33 to issue a joint statement criticising the Lamy draft on SSM and providing their own proposals. With this statement of about a hundred developing countries, the Indian Minister strengthened his hand in the G7 and with the media, dispelling the portrayal of India as the only country blocking the talks.

 

Brazil showed that its priority was in getting a deal done. Its acceptance of the Lamy figure of $14.5 billion for the United States' OTDS deflated the movement for the US to go down to at least $13 billion or below. Its acceptance of the Lamy draft on SSM dismayed India while its acceptance of the NAMA portion reduced the strength of its allies in the NAMA-11 developing countries, with countries like Argentina and Venezuela feeling let down.

 

After the talks collapsed, the Brazilian Minister and the European Trade Commissioner said it was incredulous that the negotiations could have got stuck on an issue like the SSM, while such progress had been made on more complex and important issues like NAMA and agricultural subsidies.

 

This reveals an under-estimation of the importance that a majority of developing countries places on their defensive interests, since they also have little or nothing to gain from having increased market access to others' markets.

 

In recent years, there has been an upsurge in the interest of these developing countries to defend and promote their food security and farmers' livelihoods. For India, as for China, Indonesia, Kenya and many other countries, the defence of the concepts of special products and SSM, and the effective use of these, were of paramount priority.

 

The immediate future of the negotiations has come under a cloud. Many WTO members called for an early resumption of the talks, after the August summer break. Yet it was thought unlikely that serious negotiations on key issues would take place until after the new US administration settles in.

 

However, sufficiently successful efforts have been made during the WTO August break to get a few of the key parties to agree to meet again at the senior-official level. The talks starting this week is the result of that.

 

It remains to be seen whether this will become another failed attempt, or whether a breakthrough will result. The WTO's Doha negotiations have suffered a serious setback, but these talks have a habit of springing back to life, sometime or other. It is too early to write off the Doha Round.

 

In the meanwhile, developing countries would do well to review the key proposals on the table. The deal, as proposed in the two Chairs' texts of 10 July, and in the Lamy draft of 25 July, contains many imbalances that work against the developing countries' interests. The rate of exchange between what the developing countries will get and what they have to give up, is unequal. There is still time to change the equation.

 

(* This is the second part of a two-part article analysing the issues and factors that led to the failure of the "Mini-Ministerial" Doha talks at the WTO at the end of July. The first part was published in SUNS #6546 dated 10 September 2008.) 
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