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Introduction

There has been an attempt to conclude the World Trade Organization’s (WTO) Doha Round negotiations by December 2011.
 However, recently concerns have been expressed that this deadline may not be reached
 and the Doha Round may not be concluded at all
. This paper does a preliminary analysis of some of the effects on least developed countries which are WTO Members (LDCs) if the Doha Round does not conclude, based on what is known to be offered in the Round at the moment.
There have been a number of quantitative assessments of the potential gains and losses from the Doha Round.
 This preliminary paper looks at some of the key concerns of LDCs and whether they have been met by what is currently being offered in the negotiations.
Of course LDCs are a diverse group with different economic situations, so each LDC (and each WTO Member) should assess for itself if the offers currently on the table in the Doha Round would be more beneficial or harmful for it. This note merely looks at what is being offered to and demanded from LDCs as a group and some of the likely impacts on development generally. (For example it does not consider the impact on the ability to achieve the Millennium Development Goals
 (MDGs) or the impact on LDCs’ ability to comply with any human rights or other obligations or achieve policy objectives that LDCs may have).

Furthermore, this paper does not consider the obligations that LDCs are being asked to agree to in free trade agreement (FTA) negotiations, particularly with developed countries, which remove
 many of the exceptions obtained by LDCs in the Doha Round.

This paper is prepared by Third World Network for the LDC-IV Conference in Istanbul, May 2011. For further information and details please contact Sanya Reid Smith, sanya@twnetwork.org
What could LDCs theoretically gain from the Doha Round? 

LDCs may have hoped for benefits from the Doha Round in a number of sectors. Some of these are outlined below and the table lists whether the current texts on the table (where these are public) meet these hopes.

Table 1
	Previous LDC declarations

	Current situation


	In cotton, LDCs called for agreement on measures including achieving, on an "early harvest" basis, an ambitious, expeditious and specific outcome for cotton trade-related aspects, in particular the elimination of trade-distorting domestic support measures and export subsidies, granting of DFQF market access for cotton and cotton by-products originating from the LDCs

	No agreement on cotton
 and the USA’s reluctance to even discuss cotton is suspected to be the reason for the breakdown of the July 2008 WTO mini-Ministerial


	The elimination, in accordance with the Hong Kong Ministerial Declaration, of all forms of agricultural export subsidies by the end of 2013

	This commitment is present in the  December 2008 Agriculture Chair’s text which specifies that implementation should have already begun
 

	The fast and substantial reduction of agricultural domestic support measures of developed countries which impede the exports of LDCs, shall be achieved through the establishment of accurate criteria and a ceiling on the green box as well as phasing out the blue box and the amber box

	There is no ceiling on the Green Box


	Special Safeguard Mechanism (SSM) in agriculture that allows LDCs to effectively address import surges and import price drops and which has no ceiling on the level of tariff necessary to address import surges. 
  
	LDC flexibilities for the SSM have not been settled yet.


	To fully implement, by early 2010, the decision on duty free quota free (DFQF) market access for all products originating from all LDCs

	This still has not been implemented


	Agreement not to impose any disciplines on export taxes

	The EU proposal to discipline export taxes says LDCs must schedule export taxes but may maintain these export taxes unbound


	Full market access and national treatment to LDCs in Mode 4 (temporary movement of natural persons), particularly in respect of unskilled and semi-skilled persons including through the elimination of economic needs tests and quantitative restrictions, de-linking of temporary movement of natural persons from commitments on commercial presence 

	‘Many of the sub-sectors of interest to developing countries were still not covered and in many cases there were important geographical carve-outs from the sectors indicated horizontally.   The offers by many Members were still linked to commercial presence and made subject to nationality and residency requirements.  Numerical ceilings and economic needs tests remained a significant cause of concern. The co-sponsors' overall assessment was that mode 4 commitments and offers continued to be insufficient.’  

	An immediate decision granting a waiver from the MFN obligation in Article II of the GATS to permit secure and predictable preferential and more favourable treatment to services and service suppliers of all LDCs

	While Members support a waiver permitting preferential treatment to LDCs, disagreements continue, mainly regarding the scope of the waiver, and rules of origin for services and service suppliers


	Developed countries to recognise professional qualifications of workers from LDCs

	The proposed domestic regulations disciplines do not recognise professional qualifications


	Preservation of the language on Domestic Regulation that exempts LDCs from applying future domestic regulation disciplines

	LDCs do not have to apply the disciplines on domestic regulation according to the March 2009 text.


	Additional aid for trade resources that is available for projects identified by LDCs including building production capacity and trade related adjustment.
 
	The aid for trade being offered is not additional new money
 and has not been available for areas that LDCs have identified as needing help such as building production capacity and trade adjustment costs such as loss of: tariff revenue and jobs


	Ensure non-patentability for all life forms

	No update appears to have been given on this issue in the 21/4/2011 documents

	The inclusion of S&DT in Article XXIV of the GATT 1994 for the benefit of LDCs, in particular with respect to transition periods and the substantially all trade requirements.

	Developed countries such as the USA are seeking to postpone this to after the Doha Round


	Agree to resolve ‘by the Cancún Ministerial Conference, all implementation-related issues and concerns, and all S&D proposals with a view to strengthening them and making them precise, effective and operational as mandated by the Doha Declaration; and substantially expanding and binding special and differential treatment provisions to reverse the continued marginalization of LDCs’

	There appears to be no report on the  progress in the implementation issues in the 21/4/2011 documents (except on geographical indications and biodiversity)

	LDCs should be exempted from the disciplines of TRIMS

	LDCs may have TRIMS for 7 years which can be extended


	LDCs should be exempted from any commitment to reduce or eliminate tariff and non-tariff barriers on environmental goods or services

	For environmental goods ‘additional flexibilities could be envisaged’ according to the Chair’s report.



Cotton
Cotton is a vital crop for a number of LDCs. For example it accounts for up to 40% of export revenues and 10% of gross domestic product in the Cotton 4
 LDCs: Mali, Burkina Faso, Chad and Benin.
 Cotton production costs in Africa are 50% lower than in developed countries,
 yet this competitiveness is undermined by cotton subsidies by developed countries. This can be seen in statistics such as from 2001 to 2002, 25000 American cotton farmers received more in subsidies (concentrated on 2500 of these farmers) -- some $3 billion – than the entire economic output of Burkina Faso, where two million people depend on cotton.
 This had the real effect of impoverishing some 10 million rural poor people in West and Central Africa.
 When US subsidies were $4billion, four cotton producing countries alone were losing $200 million in revenue annually because of lower global prices resulting from these subsidies.

Aid for Trade

At a conference hosted by UNCTAD, some ministers expressed apprehension as to whether aid for trade would be a credible, real and viable tool for trade development. An UNCTAD paper explained that participants wondered whether aid for trade would actually be delivered by the international community, by how much, whether it would be in addition to existing aid, or if existing funds would be recycled, and whether it will in turn deliver the expected development in developing countries.

As noted above, LDC Trade Ministers have called for additional aid for trade resources that are available for projects identified by LDCs including building production capacity and trade related adjustment. However, the aid for trade being offered is not additional new money
 and has not been available for areas that LDCs have identified as needing help
.
What may LDCs lose from the Doha Round?

	Issue
	Reality 

	In this Round, LDCs are not supposed to have to cut their agriculture
 or NAMA
 tariffs
	Most LDCs are currently (or will be in future) in customs unions with non-LDCs which means they will have to cut their bound tariffs significantly either by the Swiss formula  or by small and vulnerable economy treatment or low binding country treatment that the developing countries in the customs union are required to do. This has implications including those outlined below.

	In this Round, LDCs are not supposed to have to cut their NAMA tariffs
 and are thought not to be affected by sectoral cuts 
	However developed countries are asking for tariffs to be eliminated in the sectoral negotiations (in which all developing countries facing the full Swiss formula are expected to participate according to the WTO Director General)
. If accepted, this would mean that the LDC WTO Members which are in (or planning to join) customs unions with developing countries who are required to eliminate all tariffs on imports in the selected sectors would also have to reduce their tariffs to 0% in these sectors.

Furthermore, if developed countries cut their tariffs to 0% in sectorals, there will be preference erosion for the LDCs which currently already receive lower tariffs especially for LDCs in developed countries. 

This has implications including those outlined below.

	In this Round, LDCs are not supposed to have to cut their agriculture
 or NAMA
 tariffs
	However, in the environmental goods and services negotiations, it merely says that for environmental goods ‘additional flexibilities could be envisaged’ for LDCs in the Chair’s report.
 If the flexibilities do not exclude LDCs from any tariff cuts, this has implications including those outlined below.


Impact of cutting tariffs

Some of the likely impacts on LDCs of cutting tariffs on imports (for example due to the obligations above) include:

· Making it more difficult to industrialise. As the former Head of the Macroeconomics and Development Policies Branch, United Nations Conference on Trade and Development (UNCTAD) notes, no country (except Hong Kong, China) has managed to industrialize without going through the infant-industry-protection phase.
 If LDCs have to cut their tariffs in the Doha Round (or via FTAs) due to the obligations above, this will reduce their ability to use infant industry protection to industrialise the way that today’s developed countries did. 

· Permanent loss of tariff revenue. According to the International Monetary Fund (IMF), some LDCs rely on tariff revenue for more than 76% of their government revenue.
 (Whereas in countries in the Organisation for Economic Co-operation and Development, tariff revenues represent on average 1% or less).
 If LDCs cut their tariffs (eg via the WTO or an FTA), according to IMF economists, low-income countries are at best likely to recover 30% or less of this lost tariff revenue from other taxation sources.
  They note that a value-added tax is not proven to make up for the lost revenue from lowering tariffs
What are the alternatives?

Any development gains available in the Doha Round should not be held hostage to the completion of the whole Round. Therefore WTO Members should agree to an early development harvest for LDCs (which they legally have the option to do)
. This early development harvest should include issues that LDCs have highlighted as important in recent years such as: DFQF, cotton, elimination of export subsidies, MFN waiver in GATS, additional and adequate aid for trade, no patents on life and that patent applications relating to traditional knowledge and biological resources should be accompanied by disclosure of the country of origin. 
In any bilateral or regional trade agreements (including FTAs) with developed countries, LDCs should be provided with non-reciprocal benefits in which they are not required to liberalise, such as the European Union’s Everything But Arms program
.
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