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US and Saudi Arabia Conclude Bilateral WTO

Accession Agreement

STradeRepresentative Rob Portman

announced that the United Statesand

Saudi Arabia have concluded bilat-
eral negotiations on issues related to Saudi
Arabia sWorld Trade Organization (WTO)
accession on 09 September. The bilateral
agreement provides new market access op-
portunitiesfor U.S. providersof agriculture,
goods and services and sets the stage for
Saudi Arabiatocompleteaccessionnegotia-
tionswith WTO Members. To completeits
accession bid, work will resumein Geneva
to complete required multilateral negotia-
tions.

“This represents progress for Saudi
Arabia, the United States and the WTO,”
saidU.S. TradeRepresentativeRob Portman.
“Asaresult of negotiations on itsaccession
to the WTO, we will see greater openness,
further development of the rule of law, and
political and economic reform in Saudi
Arabia. We have also increased our coop-
eration on bilateral and multilateral issues.

“The United States has been working
with Saudi Arabia for over a decade on its
Membershipbid. Thenegotiationshavebeen
tough given the complexity of the issues.
Trade Minister Yamani and his team have
worked hard to pursue real economic re-
forms that will contribute to peace and sta-
bility in the region.

Saudi Arabia has confirmed that it will
not invoke the non-application provision of
the WTO Agreement and thus will have
WTO relations with all WTO
Members. Saudi Arabia hasalsoconfirmed
that it will not apply the secondary and
tertiary aspects of the Arab Boycott of Is-
rael.

Saudi Arabiahastakenimportant stepsto
reformitstraderegime, revising legislation,
most notably in the areas of intellectual
property protection, import licensing, cus-

toms valuation and fees, and standards and
technical regulations. In terms of specific
market opening commitments, Saudi Arabia
has agreed to revise its sanitary and
phytosanitary measures applied to agricul-
tural imports, including shelf-life restric-
tionsand other non-tariff measuresthat have
long hindered U.S. agricultural exports.
Onerous non-tariff measures and inspec-
tion requirements have been lifted, and re-
placed with a WTO-compatible system of
inspection for health and safety reasons.
Tariff commitmentsinclude duty free entry
of aircraft andinformationtechnol ogy prod-
ucts and harmonization of tariffs on chemi-
cal importsat very low or zeroratesof duty.
U.S. service providers will benefit in par-
ticular from new commitmentsin the distri-
bution, insurance, banking, and telecommu-
nications sectors, among others.

Background

Saudi Arabia has been negotiating itsterms
of accession to the General Agreement on
Tariff and Trade (GATT), and then to the
WTO, since 1993. The United Statesisthe
last WTO Member to formally conclude a
bilateral market accessagreement with Saudi
Arabia. Thisagreementandthoseconcluded
with other WTO members in the course of
the negotiation will be consolidated. The
Report of the Working Party and Protocol of
Accessionwill becomepart of Saudi Arabia’s
overall package containing the terms of its
accession to the WTO. This package must
be formally approved by WTO Members
and then accepted by the Government of
Saudi Arabia. Thirty days after the WTO
receives its notice of acceptance, Saudi
Arabiawill becomeamember of theWTO.

No Congressional action is required on the
accession since Saudi Arabia aready re-
ceives Permanent Normal Trade Relations
(PNTR) from the United States.

G-20 Calls on Rich Countries to
Proposals

inistersand senior trade officialsfrom
the devel oping countriesthat make up
the G-20 bloc in WTO neggatiations ended a
9-10 September summit in Bhurban, Paki-
stan with a joint statement calling on rich
countriesto engagein negotiationsaimed at

Respond Constructively to AG

reforming their agricultural policies. The
purpose of the meeting wasto discuss strat-
egy in the run-up to the WTO’s December
Ministerial Conference in Hong Kong.
The 25-point ‘ Bhurban Declaration’ re-
affirmed G-20 members’ commitment to
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their common negotiating positions in the
ongoing Doha Round talks on trade
liberalisationinagricultural products. These
views, expressed in WTO submissions and
inadeclarationfollowing asimilar ministe-
rial gathering in New Delhi in March 2005,
call for the elimination of export subsidies
within five years; a “substantial and effec-
tivereduction” in trade-distorting farm sub-
sidies; a tariff reduction formula that in-
volves equal (as opposed to progressively
higher) percentagecutsonitemswithineach
band, with developing countries making
lower reductions; the binding of all tariffs
with different ceilings for developed and
developing countries; and the provision of
adequate special and differentia treatment
(S&D) for developing countries.

In July, the G-20 countries proposed a
compromiseformulaon market accessat an
informal mini-ministerial meeting of WTO
trade ministers in Dalian, China. Although
del egationspresent at that meeting agreed at
the time to use the G-20 proposal as a start-
ing point for subsequent talks, nothing came
of the intensive Geneva-based negotiations
in the weeks that followed, as Members
started to express disagreement with differ-
ent aspects of the approach.

The Bhurban Declaration called on ma-
jor subsidisers to respond constructively to
their proposals, which they said constituted
“a genuine middle ground.” They warned
thelatter against trying to extract dispropor-
tionate concessions in other areas of the
Doha Round talks in return for eliminating
trade-distortions in farm products.

Officials at the meeting paid particular
attentiontoimproving co-operation between
the G-20 and other developing country
groups at the WTO, including the G-33, the
least developed countries (LDC), and the
African, Caribbean, and Pacific (A CP) coun-
tries. They declared that LDCs should be
exempt from commitmentsto cut tariffs, and
said that preference erosion could be ad-
dressed by expanding market accessin prod-
ucts of export interest to beneficiaries, as
well as through the provision of financial
and technical assistance.

The G-20 formally reiterated its support
for the G-33 grouping’s goals of allowing
developing countries to designate * special
products’ for reduced liberalisation to help
addressissues of food security, rural devel-
opment, and livelihood concerns, accompa-
nied by the creation of a‘special safeguard
mechanism’ to afford them some protection
against import surges. It announced that it
would support the G-33’ seffortsto develop
alist of indicators for the identification of
such products.
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The declaration also called for an end to
unjustifiable non-tariff barriers and tariff
escalation—higher tariffson processed foods
that discourage developing countries from
adding value to their farm products— and
“the fullest liberalisation” of trade in both
tropical productsand cropsthat canbegrown
in the place of illegal narcotics.

Hong Kong Commerce, Industry and
Technology Secretary John Tsang, whowill
chair the Ministerial Conferencein Decem-
ber, was present in Bhurban in order to
improve his understanding of G-20 con-
cerns.

Civil society groups urge India, Brazil
to quit FIPs

Several civil society organisations held a
meeting on the sidelines of the G-20 gather-
ing. Representativesfrom the groups shared
their concerns with some of the ministers
present in Bhurban. Notably, the non-gov-
ernmental organisationsandfarmers’ groups
urged Indiaand Brazil to quit theinfluential
“five interested parties” (FIPs) grouping
which they form along with Australia, the
EU, andtheUS, arguing that talksin“exclu-
sive processes such as green rooms, mini-
ministerial meetings and FIPs do not yield
pro-development elements.” Thejoint state-

ment was signed by NGOsincluding Oxfam
Great Britain-Pakistan, ActionAid-Pakistan,
and the Islamabad-based Sustainable De-
velopment Policy Institute.

At the end of the meeting, Brazilian For-
eign Minister Celso Amorim said that “the
ball is in the developed countries’ court.”
This echoes comments made by some
Geneva-based trade negotiators, who said
that the US and the EU must work out adeal
oncuttingfarmsubsidiesinorder for talksto
move ahead.

The US and the EU, for their part, have
been attempting to find common ground in
the Doha Round talks. EU Trade Commis-
sioner Peter Mandelson and EU Farm Com-
missioner Mariann Fischer Boel met their
US counterparts in Washington on 13 Sep-
tember. That same day while speaking at the
National Press Club, Mandelson said that
theUSandtheEU shouldjointly agreetothe
rapid elimination of export subsidies. The
EU has been arguing that it reformed its
subsidy programmein 2003 and that the US
should decrease its subsidies rather than
increasingthem asit hasinrecent years. US
politicians counter that EU support and tar-
iffs remain higher than those in the US.

Lamy'’s First TNC Address Announces “New Phase” in Talks

n his first address to the WTO Trade
NegotiationsCommittee(TNC) on 14 Sep-
tember, new Director-General Pascal Lamy
caled on Members to focus al of their
efforts towards reaching an ambitious and
coherent agreement at the organisation’s
Hong Kong Ministerial Conference in De-
cember. That agreement, he said, should
take Members two-thirds of the way to-
wards finishing the Doha Round by the end
of 2006. He warned that the Doha Round
could only succeed if the “development di-
mensionisat the centre of the negotiations.”
The former EU Trade Commissioner
dedicated much of his statement to process-
related stepsthat hewouldtaketotry to push
thenegotiationsforward. Proclaiminga“ new
phase” in the negotiations, he exhorted del -
egations to be “brief, pragmatic, practical,
and action-oriented” instead of wasting time
on long and repetitive declarations. He said
that the WTO was entering into a period of
“permanent negotiations,” which helikened
to afootball team’s“training camp” before
acrucia match.

Outlines substantive hurdles that
must be overcome

Instead of describing the overall state of the
negotiations, Lamy chose to outline strate-
gicissuesin the talks that he believed must

392

be solved “for us to get out of the vicious
circle and into the virtuous one.” These
included agreeing by Hong Kong on an end
datefor agricultural export subsidies, a“ clear
understanding” on how to cut and limit do-
mestic farm support, and a formulafor cut-
ting tariffs on farm products that incorpo-
rates flexibilities for certain goods. With
regard to non-agricultural market access
(NAMA), hesaid that Memberswould have
to“find the right bal ance between the [tariff
reduction] formula and the flexibilities.”

“From now until Hong Kong,” Lamy
went on, “Members should develop differ-
ent approaches in services, leading to an
increased number and to an enhanced qual -
ity of commitments.” He also urged Mem-
berstotry to arrive at draft negotiated texts
on anti-dumping, subsidies and
countervailing measures, and fisheries sub-
sidiesin the Negotiating Group on Rules.

The WTO chief was emphatic about the
centrality of development concernsto every
areaof the ongoing negotiations. “ Thechal-
lengeisto maximisethe development value
of every sector and of theround asawhole,”
he said. Notably, he expressed the convic-
tion that an “aid for trade” facility could
“help ustranslate the devel opment package
of the round into reality.”

Falconer Kicks Off AG Week
as Hong Kong Looms

ollowing on the heels of G-20 minis

terial meeting in Pakistan, agricul-
ture delegates kicked off the first ‘agri-
culture week’ after the WTO's August
recess with aformal meeting of the Spe-
cial (negotiating) Session of the Com-
mittee on Agriculture on 13 September.
Originally scheduled to begintwo weeks
later, the meeting was brought forward
by the new chair of the farm trade nego-
tiations, Ambassador Crawford Fal coner
of New Zealand, who will seek to get the
talks back on track in the three months
before the WTO’s Hong Kong Ministe-
rial Conference in December. This is
particularly urgent given that delegates
failed to reach agreement on a ‘first ap-
proximations' of agriculture modalities
at the end of July.

In the invitation to the meeting, Fal-
coner asked delegates to refrain from
repeating already-known negotiating
positionsduringthediscussions. Heasked
them to come forward with “genuinely
new thingsto say” on domestic support,
export competition, and market access,
the so-called ‘three pillars’ of the farm
trade talks. During the meeting itself, he
stressed to Members that the aim of the
negotiations has changed: the goal is no
longer aframework, but rather the actual
modalitiesthemselves. Inthisregard, he
asked delegates to consider three ques-
tions: whether acomprehensiveapproach
totheagriculturenegotiations, tacklinga
range of issues at once, would work bet-
ter thanthecurrentincremental approach;
whether Memberswould find it useful to
start discussing actual numbers under
thisapproach, makingthemodalitiesmore
concrete; and when to discuss linkages
across pillarsand acrossissue areas, and
whichtheselinkageswere. He also made
it clear that he expects Membersto beon
call for negotiationsin between the offi-
cial agriculture weeks.

Trade sourcesreport that Lamy also said
that Members would have to agree on a
publichealthamendmenttotheWTOAgree-
ment on Trade-related Aspects of Intellec-
tual Property Rights(TRIPS) by Hong Kong.

AsWTODirector-Genera,LamyisChair
of the TNC. He outlined some changes in
how the body would function under his
guidance. Emphasising that the purpose of
theTNCwasto assessprogressinthediffer-
ent negotiating areas, he said that he would
not fix a date for the next TNC meeting, as
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has been customary. Instead, he would wait
to see what was happening in the different
negotiating groups before scheduling the
next TNC session.

Both in his TNC speech and the press
conference that followed, Lamy stressed
that Geneva must be the centre of WTO
activity between now and Hong Kong. He
said that other initiatives to push the nego-
tiations forward were welcome, but that
they must be donein away that supportsthe
Geneva-based processes.

Lamy said hewould attach agreat deal of
importance to transparency in hisfunctions
as Director-General. He said that he would
make use of formal andinformal TNC meet-
ings at the head-of-del egation level to keep
all Member delegations involved and in-
formed of progressin hisinformal consulta-
tions.

Reminding Membersthat precisely three
months separated their meeting from the 13
December start of the ministerial summit,

Lamy asked them to constantly evauate
progress— or the lack thereof —in the nego-
tiating groups, so asto keep things on track.
He did identify two specific junctures for
evaluation before December: mid-October,
for evaluating progressmade up to that point
and coming to a clearer understanding of
what it is that Members hope to achieve in
Hong Kong; and mid-November asadate by
which Members would need to see specific
and substantive results from each negotiat-
ing group. Ideally, aconsolidated draft min-
isterial text would emerge by thelatter time,
which would give delegations a month to
hash out differences before the Ministerial
Conference, thusimprovingtheir chancesof
reaching adeal.

Following the meeting, Lamy appealed
tothe USand the EU to make concessionsin
the agriculture talks, saying that they could
break the deadlock in the negotiations by
doing so.

Trade Disputes

First Public WTO Dispute Settlement Hearing under Way

or the first time in its ten-year history,

the WTO this week opened up the pro-
ceedings of a dispute settlement meeting to
the public. The 12-13 September proceed-
ings in the long-standing beef hormones
dispute among the EU, the US and Canada
were broadcast through closed-circuit tele-
vision to an audience consisting mainly of
trade negotiators, non-governmental
organisation (NGO) representatives, media
and academics at the WTO in Geneva.

Over the years, the WTO has been
criticised for itslack of openness, not just to
the public but also to some extent toward its
own Members. The dispute settlement pro-
cess has been at the centre of the debate on
greater organisational transparency. The
hormone panel’s 2 August announcement
that it had accepted the parties’ joint request
to open up the hearing thus represented a
historic shift in policy.

On thefirst day of the hearing, the EU,
the US, and Canada each acknowledged the
importance of theday, emphasising the ben-
efitsthat increased transparency would bring
to Membersthat have never participatedina
WTO dispute, as well as to the genera
public’s understanding of the WTO and the
dispute settlement system. The three have
long supported the principle of making dis-
pute settlement meetings public, albeit only
solongasdoingsoisacceptabletoall parties
in a dispute. The 14 September meeting
among the disputing parties and the third

partiesinthe case- Australia, Brazil, China,
ChineseTaipei, India, Mexico, New Zealand,
Norway - was closed, as not all of the latter
were willing to open it to the public.

EU attempting to have retaliatory
sanctions lifted

The issue before the panel is a complaint
brought by the EU against continued trade
sanctions by the US and Canada on certain
EU exports, worth USD 116.8 million and
USD 11.6 million respectively. The chal-
lenged sanctionswereauthorisedin 1999 by
the Dispute Settlement Body after the Ap-
pellate Body in 1998 found that an EU ban
on hormone treated meat exports from the
US and Canada violated the WTO Agree-
ment on Sanitary and Phyto-sanitary Mea-
sures (SPS).

The EU argues it adopted measures in
2003 to comeinto compliancewiththe 1998
Appellate Body ruling, and that the contin-
ued sanctions therefore violate WTO law.
The US and Canada counter that the
authorisation to retaliate still applies, argu-
ing that the EU has not proven that it isin
compliance with the ruling. To this charge,
the EU responds that the US and Canada
shouldthenfileacase charging non-compli-
ance against the EU, rather than merely
continuing their sanctions. It would then be
left to a WTO panel to determine whether
the EU isin fact complying with its obliga-
tions.
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The Systemic Issue of the Case and
the WTO

In the parties’ arguments lies an important
systemicissue. NoWTO panel hasever had
to rule on the procedures for removing pre-
viously authorised sanctions. Thispanel will
haveto determinewheretheburden of proof
lies— whether Members should havetofile
a compliance or a non-compliance case in
order to determine if and when authorised
sanctions should belifted. Thisisan impor-
tant clarification of Members' rights and
obligations under the DSU.

The US and Canada have thus far not
been willing to file a non-compliance case
against the EU under the relevant article of
the DSU (Article 21.5). Instead, they con-
tend that the EU should prove its compli-
ance. Moreover, theEU’ scomplianceshould
beconfirmed multilaterally, such asthrough
the adoption of aWTO panel report recom-
mending the suspension or revocation of
their right to retaliate. The US and Canada
argue that the EU has submitted no argu-
ments or evidence proving its compliance,
but merely statesthat it isin compliance.

The EU, on the other hand, claims that
theUSand Canada, by refusingtofileacase
to determine whether the EU is indeed in
compliance, havemadeaunilatera ‘ defacto’
determinationthatitisnot. SinceWTOrules
require such determinations to be made
multilaterally by theDSB, the EU isarguing
that the US and Canada are in violation of
WTO law. Continuing to send the ball back
and forth, the latter two claim that the EU’ s
casehasnolegs, sinceit hasneither removed
itsWTO-inconsi stent ban onhormonetreated
meat nor established that the measures it
implementedin2003 brought it into compli-
ancewiththe1998ruling. Moreover, theUS
and Canada charge that the EU’s notifica-
tion to the DSB that it was in compliance
with the ruling was in itself a unilateral
action.

The first scheduled meetings focused
moreon procedural and systemicissuesthan
on the substantive SPS and science issues
linked to the case. In the first session on 12
September, the partiesmade oral statements
on the basis of their written submissions,
laying out their claims and arguments. On
13 September, the partiesand the panel were
given the chance to ask questions and seek
clarification about previously-made state-
ments and submissions.

The panel appeared to explore the par-
ties' possibilitieswithinthe DSU toresolve
thedispute. It askedthe EU if itspresent case
wastantamount toacasefiled againsttheUS
and Canada under the DSU Articlefor non-
compliance cases — since, in seeking the
removal of US and Canadian sanctions, it
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was essentially implying that it wasin com-
pliancewith previousWTOrulings. TheEU
rejected this, maintaining that its complaint
was against the US and Canada’ s unilateral
determination of its guilt. The panel also
asked the US and Canada why they had not
used the DSU mechanism and filed a case
against the EU charging non-compliance, in
the interest of quickly solving the matter.
The US and Canada argued that they were

not obligated to do so under the DSU, with
the US specifying that it was for the Mem-
bers to determine the most efficient way of
solving such cases.

Relatively few people attended the
WTO's first open dispute settlement hear-
ing. Up to 400 people were permitted to
observe the meetings, but only 100 sat in on
the first day. By the end the second day, a
mere 20 people remained.

US and EC Reach Agreement on Trade in Wine

S Trade Representative Rob Portman
announced that the United States and
the European Community reached agree-
ment onwine-making practicesand labeling
of wine, aimed at facilitating bilateral trade
inwinevalued at $2.8 billion annually on 15

September.

The Agreement, initialed today by Am-
bassador Johnson and the European
Community’s Director General of Agricul-
ture and Rural Development José Manuel
SilvaRodriguez, providesfor acceptance of
existing wine-making practices and ad-
dresses anumber of labeling issues, helping
to create marketing certainty for U.S. and
EU wine exporters.

Insummary, theagreement providesfor:
1) recognition of existing current wine-

making practices,

2) a consultative process for accepting
new wine-making practices,

3) the United States limiting the use of
certain “semi-generic” termsintheU.S.
market;

4) the EU allowing under specified
conditions for the use of certain
regulated terms on U.S. wine exported
to the EU;

5) recognizing certain names of originin
each other’s market;

6) simplifying certification requirements;
and

7) defining parameters for optional
labeling elements of U.S. winessoldin
the EU market.

The Agreement does not address the use
of “geographical indications,” a form of
intellectual property. The Agreement also
provides for asecond phase of negotiations
to address other outstanding U.S.-EU wine
trade issues.

Background

Since 1983, the EU hasbeenrenewing short-
term derogations from their regulations for
U.S. wine made using practices not recog-
nized by the EU. Thetemporary nature of
these derogati ons created continuousuncer-
tainty for U.S. wine exporters. This wine
agreement isintended to replace these dero-
gations and provide stable market condi-
tionsfor thewinesector. For further infor-
mation, see the attached Fact Sheet.

U.S. exports of wine worldwide and to
the European Community havebeen steadily
increasing. In 2004, global U.S. wine ex-
portsexceeded $736 million, with exportsto
the European Community over $487 mil-
lion. Total U.S. imports of wine from other
countries in 2004 were nearly $3.4 billion,
and U.S. imports from the European Com-
munity exceeded $2.3 hillion.

UNCTAD Points to Fundamental
Interdependence

he nature of global economic interde

pendence is being fundamentally
changed by the economic ascent of China
and India, according to the UN Conference
on Trade and Development (UNCTAD)
Trade Development Report for 2005. Rapid
growth in the two countries has driven up
global commodity prices, increased South-
Southtrade, and led totheemergenceof East
and South Asiaas“anew growth poleinthe
global economy.” Theannual study, rel eased
on 2 September, hailed economic growthin
devel oping countriesin 2004 asbeing higher
and morebroad-basedthanin previousyears.
Developing country output that year grew
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Shift in Global Economic

by 6.4 percent more than in 2003 — 5.7
percent in Latin America, 4.6 percent in
Africa, and 6.9 percent in Asia. It warned,
however, that worldwide economic growth
in 2005 had already slowed dueto weakness
in developed country economies coupled
with high oil prices, and that growth in
developing countries has been “depending
excessively on the US economy.”
Thereport pointsto ashiftinthetermsof
international tradefor devel oping countries.
Exportersof primary commoditieshaveben-
efited in recent years, mainly because of
growing demand for oil, minerals, and min-
ing products from East and South Asia

UN HDR Highlights Concern
Over Agricultural Trade

On 7 September, the UN Development
Programme (UNDP) released the 2005
Human Devel opment Report (HDR). The
HDRiswell knownforits‘ human devel-
opment index,” a ranking of 177 coun-
trieson the basis of their performance on
health and education, in addition to per
capita income. The index’s15 year his-
tory has seen it grow into amuch antici-
pated and somewhat controversial up-
dateonlevelsof development around the
world.

This year’s HDR focuses on global
aid, trade and security policies, and their
respective roles in lifting the world’s
poorest people out of extreme poverty.
Withregardtotrade, anareaonwhichthe
HDR has tended not to focus, the study
draws attention to problems that impede
development, stating “the world’s high-
est tradebarriersareerected against some
of its poorest countries.” It cites unfair
subsidies and high import tariffsin de-
vel oped countriesassignificant obstacles
for growth in the agricultural sector in
the developing world.

Thestudy putsparticular emphasison
agricultural tradeinrelationto countries’
continued lack of progressin aleviating
rural poverty and the consequent prob-
lemsof achievingtheMillennium Devel-
opment Goals (MDGs) - a set of eight
development targets which range from
providing universal primary educationto
halving extreme global poverty by 2015.
It states “More than two-thirds of al
people surviving on less than USD 1 a
day liveand work inrural areaseither as
farmers with small holdings or as agri-
cultural labourers. Unfair trade practices
systematically underminethelivelihoods
of these people, hampering progress to-
wards the MDGs in the process.”

However, developing countries that mainly
export manufactured goods have seen their
imports of raw materials become more ex-
pensive, compounded by increased compe-
tition from other developing countries.

According to UNCTAD, the central
policy concern with regard to global trade
flows is the need to correct present imbal-
ances - specifically, the US' large external
deficit and large current account surpluses
in Japan and Germany - without pushing
developed countries into recession. In the
introduction to thereport, UNCTAD Secre-
tary-General Supachai Panitchpakdi writes,
“Adjusting the global imbalances will be
less deflationary if demand from the euro
area and Japan grows faster.”
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