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WTO Members to Pursue “Comprehensive”
Approach on Agri Negotiations

he recent week of agriculture nego
I tiationsat theWTO wrapped upon 15
September, aday earlier than planned.
Themeeting—convened for thefirst timeby
the committee’s new chair, Ambassador
Crawford Falconer of New Zealand—gener-
aly agreed that Members need to take a
comprehensive approach to the agriculture
negotiations and tackle arange of issues at
once, instead of the“incremental” approach
they have used so far.

Thisshiftin strategy respondsto the fact
that negotiatorsnow areworking directly on
the actual agriculture modalities — percent-
ages for tariff and subsidy cuts, reduction
formulag, criteriafor domestic support, dead-
lines, and transition periods — rather than a
mereoutlineof them. They failedto agreeon
such ‘first approximations’ of modalities at
the end of July, and are now under pressure
to agree on the modalities themselves at the
WTO'sHong Kong Ministerial Conference
in December. Falconer has noted a “mani-
fest senseof increased urgency” inthenego-
tiations, given that the ministerial summitis
|ess than three months away.

The' agricultureweek’ took placeagainst
the backdrop of high-level bilateral talks
between the EU and USin Washington DC,
which strongly emphasised the agriculture
elements of the Doha Round negotiations.
These bilateral talks will continue in Paris
from 22-23 September, andwill alsoinvolve
Brazil and India (together, the so-called
‘new Quad’). These countries will then be
joined by Australia (to make up the Five
Interested Parties, FIPS) and alarger group
of countries (dubbed FIPS+).

Speaking to journalists, Falconer hailed
themeeting of the new Quadin Paris, noting
that “Those four players have some views,
and if we want to get consensus they must
talk.” He also commented that all Members
must usetheupcomingweeksto“talk among
themselves, seizetheissuesandwrestlewith
the approachesthat may work.” He stressed
that while all countries need to beinvolved,
“We need political emphasis to transform
into something operational.”’

Countries agree on need for a
comprehensive approach in ag talks
Following aformal meeting on 13 Septem-
ber, Members met in different configura-
tions. Falconer asked del egationswhether it
was time to move towards a more compre-
hensiveapproachtothetalks, andthencalled
aninformal plenary meeting on 15 Septem-
ber to hear them respond. Members gener-
aly agreed, with the G-33 countries (an
aliance in support of alowing developing
countriestodesignate* Special Products’ for
lower tariff cuts and the creation of a* Spe-
cial Safeguard Mechanism’ to protect these
countries against import surges) stressing
the importance that Members pay adequate
heed to the development dimension of the
agriculture negotiations.

One disagreement that surfaced during
the session related to the degree of ambition
under each of the three ‘pillars’ of the agri-
culturetalks: export subsidies, domestic sup-
port, and tariff reduction. The G-20 and
agricultural exportersdemanded highlevels
of ambition under al threepillars. The G-10
(mainly developed country agricultural im-
porters) said cutsin export subsidies should
be most ambitious, followed by cuts to do-
mestic support, and finally, moderatereduc-
tions to agricultural tariffs. The US indi-
cated that it waswilling to start considering
specific numbers or scenarios in order to
make the talks more concrete. After the
meeting, one US officia noted that the cur-
rent sequencing of the talks is off balance,
since progress on market access, the area of
greatestinterest tothe US, islagging behind
that on the other pillars.

Also during the 15 September meeting,
the EU said it wanted the agriculture nego-
tiations in the lead-up to Hong Kong to
include the extension of geographic indica-
tions (Gl s) to products other than winesand
spirits. The EU is, however, fighting an
uphill battle in this area, and very recently
concluded abilateral agreement withtheUS
on the names related to wines and spirits.

A number of countries stressed the need
for aninclusiveor “bottom-up” approach to
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Vietnam Accession by Hong
Kong Unlikely

It is unclear if Vietnam will be able to
formally become aMember of the WTO
in time for the December Ministerial
Conference in Hong Kong. Following
the 15 September session of theWorking
Party for the Accession of Vietnam, its
chair, Ambassador Eirik Glenne of Nor-
way, said that though the talks are mov-
ing forward, “we still have work to do.”

During the meeting, the Vietnamese
delegation answered Members ques-
tions, outlined new domestic laws that
had brought the country into compliance
with various WTO rules, and pointed to
their government’s efforts to speed up
theadoption of further WTO-related leg-
islation. Some countries expressed con-
cerns about Vietnam's investment re-
gime, tax policies, and state trading en-
terprises.

Would-be members of the WTO are
required to negotiate bilateral market
access deals with any Members that re-
guest them. Vietnam has done so with
several countries, including the EU and
China. Deals with some major trading
partners such as the US and Australia
remain unfinished. Echoing civil society
concernsthat thisbilateral component of
Vietnam’s accession process is used by
developed countries to extract conces-
sionsthat go beyond WTO requirements,
the lead Vietnamese negotiator asked
Members still in bilateral talks to “take
dueregardsof Vietnam’ sdifficultiesand
show reasonable and flexible require-
ments.” India, Cuba, and the Association
of Southeast Asian Nations (ASEAN)
also asked those countriestorefrainfrom
making overly onerous demands.

Glenneindicated that he expected the
remaining market access deal sto be con-
cluded intime for the next session of the
Working Party, for which a precise date
has not been scheduled.

thetalks, which would involveall Members
of the WTO. They have requested a first
draft of the Hong Kong ministerial text in
mid-November, in order to have sufficient
time to consider and review the document.
Falconer stressed that Membersneedto have
something concrete on the table in mid-
October, which would in turn indicate what
they couldrealistically expectinHong Kong.
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adawill support Indiaintheongoing
egotiations in the World Trade
Organisation (WTO), especialy in the key
areas of agriculture and services. Thiswas
indicated by the Canadian Minister of In-
ternational Trade, Mr. James Peterson, dur-
ing discussions with Kamal Nath, Union
Minister of Commerce and Industry, on 21
September. Mr. Petersonwasrespondingto
Kamal Nath’s assertion at the meeting that
market accessin agriculture had to be con-
tingent upon reduction of trade distorting
domestic support by the developed coun-
tries and that artificiality of world prices
resulting from such heavy subsidies hin-
dered level playing field for farmers in
developing countries like India. Mr.
Peterson responded by saying that “we sup-
port you completely on the need for alevel
playing field in agriculture and a so, on the
need for special and differential treatment
for developing countries’.

Mr. Peterson urged that the Bilateral
Investment Promotion and Protection
Agreement between India and Canada be
expedited as it had been pending for too
long and could lead to huge increase in
inflows of Canadian foreign direct invest-
ment (FDI) intoIndia. Hesaid it would also
provide an effective mechanism for resolv-
ing outstanding investment related issues
between the two countries. The agreement

Investment Promotion and Protection Agreement Likely Soon

is currently under discussion between the
two delegations.

Kamal Nath raised theissue of export of
Indian ayurvedic drugs to Canada in the
light of the health warning issued recently
by the Canadian authorities against the use
of some ayurvedic medicinal products es-
pecialy from India on alleged grounds of
high metallic content and pointed out that
therehad never beenany complaintsagainst
Indian ayurvedic products. It was agreed
that the matter would be looked into by
expertson both sidesand they would report
to the Ministers soon.

Among other tradeissues, the Canadian
side flagged the issue of import of Cana-
dian pulses which is at present subject to
systemof annual permitsand urged astable
policy framework whichwould help Cana-
dian exporters.

Indo-Canadianbilateral tradeamounted
to US $1554.63 million (i.e. $ 1.5 billion)
in 2004-05, of which India's exports to
Canadawerevauedat US$816.16 million
and India’ simports from Canadawere US
$ 738.47 million. India, thus, had trade
surplus of US $77.69 million in 2004-05
with Canada. Asfar asinvestment is con-
cerned, FDI from Canada to India is
miniscule. “Canadian investment to India
islowest among the G-8 countries’, Kamal
Nath said.

Benchmark’ Proposals Creates

n acontroversial move, ahandful of influ
ential WTO Members have proposed the
establishment of multilateral requirements
for countriesto opentheir servicessectorsto
foreign competition. These would supple-
ment the current bilateral request-offer pro-
cess for negotiating market access in ser-
vices trade.

Ininformal ‘non-papers submitted dur-
ing consultations that services Chair Am-
bassador Alejandro Jara of Chile started on
14 September, Australia, Japan, Korea, New
Zedland, Taiwan, and the EU outlined ap-
proaches that would establish minimum
‘benchmark’ levels for Members to open
sectorsto competition fromforeign services
providers. Countrieswould, however, retain
the ability to choose which sectors to
liberalise in order to reach these levels.

Developing country delegations includ-
ing Argentina, Brazil, Egypt, Malaysia, and
the Philippines strenuously objected to the
concept. They argued that the establishment
of mandatory minimum market access re-
quirementsfor services trade would burden
developing countries disproportionately,
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Controversy in Services Talks

since industrialised countries had aready
made liberalisation commitments on a far
greater proportion of their tradein services.
One delegate commented that the informal
submissions amounted to an attempt to se-
cure a“round for free for developed coun-
tries,” at least with regard to services.

Under the General Agreement on Trade
in Services (GATS), Members open their
services sectorsto competitionfromforeign
companiesby schedulingtheir commitments
—including any limitations placed on this
market access — in 12 sectors divided into
roughly 160 subsectors. At present, thereare
no minimum requirements regarding the
number of sectorsor subsectorsthat must be
opened up, and Members are under no obli-
gation to make offers in response to other
countries’ requests.

All of the benchmark documentscall for
establishing targets for expanding market
access. They contend that the current bilat-
eral request-offer processis failing to sig-
nificantly expand market accessfor tradein
services, andthat it must thereforebe supple-
mented by plurilateral and multilateral ap-

proaches. Many of them specifically point
to the low depth and number of existing
initial and revised offersof market accessin
the ongoing talks.

Japan proposed that Members agree tar-
get levels of market-opening for each of the
four modes of servicessupply inthe GATS.
It would not require countries already at the
agreed level of liberalisation to make any
changes.

Calling for a“common baseline of com-
mitments’ on services trade, the EU put
forward a “formula-based approach.” This
would incorporate quantitative targets such
asrequiring Membersto openacertainnum-
ber of subsectorsto foreign competition, as
well asqualitative onesto makesurethat the
new commitments are “meaningful.” The
EU proposal implicitly makes the extent of
expanded accessthroughMode4—thecross-
border movement of individuals to provide
services, oneof thefew areasof the services
talks in which developing countries have
broadly been demandeurs — dependent on
the removal of restrictions on foreign own-
ership of services companiesunder Mode 3,
which dealswith commercial presence. Fur-
thermore, itsproposed benchmarksfor Mode
4 market access would only apply to ser-
vicessubsectorsliberalised under thebench-
mark approach.

Like the EU, Australia suggested that
Membersagreeto afigurefor the number of
subsectorsin which they will be required to
make commitments. It wanted Members to
establish at Hong Kong amandatory, “clear
goal” for improved offers on market access
by the end of the Doha Round.

Korea proposed that Members commit a
multilaterally-determined percentageof their
heretof ore-uncommitted subsectors, includ-
ing autonomously liberalised ones. The re-
quest-offer process would be used to deter-
mine which sectors and subsectors Mem-
bers commit.

New Zealand and Taiwan both put for-
ward methodologies for quantifying the ex-
tent of Members' scheduled commitments,
and using them to establish benchmarks for
further liberalisation. New Zealand would
have Members assign themselves scores
based on their sub-sectoral, sectoral, and
modal coverage, with penalties for limita-
tions on market access and nationa treat-
ment. A target scorewould then serve asthe
“minimum quality standard” for further
liberalisation.

Taiwan's approach measured the pro-
portion of Members' full and partial com-
mitmentsin Modes 1-3 for each of the sub-
sectors. Notably, it called for market access
expansioninsectorsidentifiedby UNCTAD
as “infrastructure sectors’ for which the
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main beneficiaries of liberalisation were
likely to be developing countries (given
suitable regulatory frameworks). Further-
more, Taiwan explicitly called for Mode 4
commitments to be “de-linked” from Mode
3.

In a paper that did not contain recom-
mendations for liberalisation benchmarks,
Switzerland outlined amethod for quantify-
ing Members' commitments that was com-
parable to New Zealand's.

Most of the proposals suggest supple-
menting the multilateral approach with a
plurilateral ‘critical mass' one. This would
see groups of interested Members promise
to make extensive commitments in particu-
lar sectors and subsectors as soon as the
group accounts for an agreed threshold per-
centage of global trade in such services.
Proponentsof theideapoint to theinformal,
issue-specific ‘Friends Groups as a pos-
sible point of departure.

Many developing countries oppose this
approach, sincethey fear being pressured to
signontoplurilateral agreementsthat do not
reflect their priorities. This concern springs
from the non-inclusiveness of some of these
‘Friends Groups as well as the fact that
resource constraints prevent them from ac-
tively participating in such groupings.

The EU and Japan — among the WTO'’s
most reluctant farm trade liberalisers — are

two of the more vocal proponents for
liberalisation benchmarksin services trade.
The EU explicitly stated that a multilateral
benchmark approach would “bring these
[services] negotiations more in line with
other negotiating areas... such asagriculture
and non-agricultural market access,” an as-
sertion that was also made by Australia.

Several developing country delegations
reject the comparison, saying that unlike
agriculture and NAMA, services negotia-
tions do not have an ‘apriori’ high level of
ambition. They contend that the premise
underlying the benchmark proposals — the
notion that there should be acollectivelevel
of ambition for liberalisation applicable to
all Members — runs counter to the very
structure of the GATS, which provides de-
veloping countries with the flexibility to
openfewer sectorsandliberalisefewer types
of transactions.

They argued that developing countries
would need to make by far the greater effort
in spite of the provisions for specia and
differential treatment in all of the papers,
generally setting lower benchmarks for de-
veloping countries. They also noted that the
Australian proposal would not provide
flexibilities for non-LDC developing coun-
tries, again contrary to the language of the
GATS.

Lamy Lauds China’s Contribution to World Economy

Director-GeneraI Pascal Lamy, in ames
sage on 15 September 2005 from
Geneva to the Fourth Beijing International
Forum on WTO and China (2005) and the
Sixth Beijing Chaoyang I nternational Busi-
nessFestival, saidthat China’ srecentgrowth
showsthat amore open economy isthe best
way to boost competitiveness.

This Conference shows that China has
achieved what many developing countries
aspireto achieve: astable economic growth
and an attractive base for foreign direct
investment. Chinabecame aWTO Member
on11December 2001, just afew weeksafter
the launching of the Doha Development
Agenda negotiations. China's integration
into the multilateral trading system and
China’ s economic successisatributeto the
vision of China's policy makers. Progres-
sive opening of trade and investment has
playedakey rolein China seconomicgrowth
and devel opment over the past 25 years. For
years, China has been playing an important
role in contributing to the expansion of the
global economy. Thisrolehasbecomestron-

ger with China's entry into the WTO. Re-
cent international trade data by the WTO
shows that China already exports and im-
ports more goods than Japan and has sur-
passed Japan’ stotal merchandise exportsin
2004. China has become the world's third
largest trading nation behind the United
States and Germany.

Asthelast decade of reformshas shown,
a more open economy is the best way to
boost competitiveness. With more open
markets, Chinese businesses will continue
toimprovetheir overall ability to respond to
new market opportunities. China has made
noteworthy stridesin promulgating and pub-
lishing laws and regulations, and building
transitional administeringauthorities. Inthis
period of evolving regulations, the impor-
tance, for Chinese enterprises of regulating
transparency, legal predictability, stability
and consistency is of absolute importance.
WTO Members are encouraged by China's
implementation of its WTO commitments
which are now in adecisive phase. China's
strong growth has provided an important
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stimulus for export-led growth in the world
during the past years. China's boom is po-
tentially an economic boom for the world
and the potential of benefiting from the
WTO multilateral trading systemisfar from
exhausted, on the contrary.

The DDA negotiations should be con-
cludedin 2006. Theaimisto maketheworld
trade system more open and moreinclusive.
Theresultsof theDohaDevel opment Agenda
must provideapowerful tool for countriesto
promote investments, job creation and eco-
nomic expansion. Thereisno crediblealter-
nativeto astronger, rules-based multilateral
trading system which has done so much to
underpin the tremendous expansion of the
global economy in the last fifty years.

Oneimportant point, however, isthat we
must move away from the tendency to treat
environmental protection and sustainable
development asthe source of extracostsand
therefore impediments to economic devel-
opment. China has already recognized that
this approach is counter-productive and not
feasible in the long run.

Environment and sustainable develop-
ment cannot be dealt with separately from
the management of the economy asawhole.
Sustainabledevel opment requiresfundamen-
tal changes in economic management to
provide a positive synthesis between the
environment, social, regional and economic
dimensions of the development process.
Improved efficiency would not only begood
for China’'s environment, but for the
sustainability of itseconomic progress. China
isalready ontrack to resolving the daunting
challengesit faces. In doing so it will fulfil
itsdestiny asatruly great nation which will
hel p to shape amore promising and sustain-
ablefuturefor al theworld. | am pleased to
know that the Chinese Government has
adopted an overall development strategy to
build a “harmonized society” in which the
environment is one of the priorities.

TheBeijingInternational ForumonWTO
and China and the Beijing Chaoyang Inter-
national Business Festival havebecomeone
of the city’s most vibrant business events.
These provide excellent platforms of ex-
changes and cooperation for the develop-
ment of Beijing's economy. These annual
events maximise exchangesamong Chinese
private entrepreneurs and multinational en-
terprises. It aso became the best chance for
Beijing’ sfurther opening and attracting for-
eign investment.
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Thai Civil Society focus on IP before FTA Round with US

he fifth round of free trade agreement

(FTA) negotiations between Thailand
and the US will open shortly, from 26-30
September in Hawaii. The talks have been
controversial in Thailand, particularly in
relation to public participation and theintel -
lectual property (IP) components of the po-
tential accord. A US-required confidential-
ity agreement has meant that little of what
takes place during the actual negotiations
can bedisclosed tothepublic. Nevertheless,
Thai civil society groupsanti cipatethat sub-
stantive discussions on patents and geo-
graphical indicationsarelikely to take place
inthe upcoming round, and have stepped up
related activities. Strong IP protections —
generally going beyond WTO requirements
— have been a consistent demand of the US
initsrecent FTAs.

Participantsat recent open meetingsheld
by Thai universities and non-governmental
organi sationshaveexpressed concernsabout
the potential removal of an exemption that
currently prevents life forms from being
patented, aswell as higher patent standards

affecting access to medicine. Furthermore,
Thailand’s National Human Rights Com-
mission has officially warned against the
raising of |P standards, suggesting that ex-
isting domestic laws were better tailored to
thecountry’ sdevel opment needs. The Com-
mission also advocated a precautionary ap-
proach with regards to sanitary and
phytosanitary (SPS) standards for geneti-
cally modified organisms, citing health,
safety and environmental reasons.

The Thai government is said to be seek-
ing protectionsin the FTA negotiations for
requiring patent applicants to disclose the
source and country of origin of any genetic
resources or traditional knowledge used in
aninvention. These are similar to proposals
Thailand hasmadeat theWTO. Thereisalso
strong government and civil society support
in Thailand for geographical indication pro-
tection for food products such as jasmine
rice. Thai sources report that the US wants
Thailand to seek trademark protection in-
stead.

CTE Moves on to Technical Discussions on Environmental Goods

O Members largely set aside the
relationship between WTO rules and
multilateral environmental agreements
(MEAS) during the 15-16 September meet-
ing of the Special (negotiating) Session of
the Committee on Trade and Environment
(CTE-SS), focusing instead on how to ad-
vance the talks on environmental goods.

As part of a product-specific process,
WTO Members welcomed a meeting con-
vened by the US just prior to the CTE
sessionwhereit provided casestudiesonthe
environmental and developmental benefits
of liberalising trade in the environmental
goods on its own proposed list. Many del-
egatesfelt that such exercisescould hel p test
the credibility of lists, to streamline them,
and to critically analyse potential win-win-
win opportunities for trade, environment
and development. Some Members, includ-
ing Switzerland and Canada, suggested that
they might hold similar workshopsfor their
respective lists.

Ontheway forward for the negotiations,
Canada proposed structuring discussions
according to categories, naming goods re-
lated to sanitation, wastewater management
and renewabl e energy asthree possibilities.
They said thisapproach would help clean up
existing lists and support devel oping coun-
triesinthepreparation of their ownlists. The
proposal was generally welcomed as a po-
tential starting point for more detailed de-
bate, although del egates expected that addi-
tional categorieswould emergeinthecourse
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of the discussions.

India continued to promote its ‘ environ-
mental project approach,” whichwouldtem-
porarily liberalise trade for particular envi-
ronmental goods and services used in ap-
proved environmental projects. In contrast
tothepreviousCTE meeting, I ndiaappeared
more willing to consider a combination of
the project and list approaches, aslong asits
twomainconcernswereaddressed— namely
that environmental goods chosen for in-
creased liberalisation did indeed contribute
to environmental protection, and that the
‘dual use’ issue (i.e. the fact that certain
environmental goods may have both envi-
ronmental and conventional uses) was dealt
with.

Brazil insisted on the need to consider
criteriaforidentifyingenvironmental goods,
though it welcomed the US and Canadian
initiatives. Its delegates noted that such cri-
teriawould help to more clearly specify the
limits of the expected outcome, including
the expected scope and volume of trade in
the listed goods. They also suggested that
clear criteriawould give developing coun-
tries the confidence to come forward with
lists of their own.

The road to Hong Kong

Discussions in the CTE have for some
timefocused almost exclusively onenviron-
mental goods under Paragraph 31(iii) of the
Doha Declaration. Nevertheless, some del-
egations rejected a suggestion by CTE-SS
Chair Ambassador ToufigAli of Bangladesh

Trade Disputes

EU Sugar Regime Back in
Spotlight

In response to reports that the EU may
export more of itsinternal sugar surplus,
Australia, Brazil and Thailand have re-
ferred the matter to the 27 September
2005 meeting of theWTO Dispute Settle-
ment Body (DSB). They allege that the
EU isfailing to comply with the Appel-
late Body’s 28 April 2005 ruling that its
sugar regime is inconsistent with WTO
rules, and that the EU’ sactions run afoul
of theongoing arbitration processto set a
deadline for EU compliance.

The EU’ sexisting sugar regime guar-
antees domestic producers payment at a
price considerably higher than world
market levels. It establishes two catego-
riesof sugar production for internal con-
sumption, ‘A’ and ‘B’ quotas. Sugar pro-
ducedin excessof theseisreclassified as
‘C’ sugar and exported. Itistheseexports
that the WTO dispute panel and Appel-
lateBody ruled against. They determined
that the C sugar exports were being sold
below their cost of productionin part due
to the cross-subsidisation from profits
earned from artificialy expensive do-
mestic sugar. The EU also was found to
be subsidising its sugar exports beyond
its notified commitment, in violation of
the WTO Agreement on Agriculture.

The WTO DSB ordered the EU to
reduce its subsidised exports of sugar
from approximately 5 million tonnes a
year to 1.273 million tonnes, and slash
export subsidies from an estimated EUR
2 billion per year to amaximum of EUR
499.1 million. However, dueto aninter-
nal production surplus, the EU is said to
be contemplating reclassifying some of
its A and B quota sugar as C sugar for
export. Thiswouldincreaseitssubsidised
exports of sugar to approximately 7.2
milliontonnes, 6 milliontonnesinexcess
of its commitments.

to drop MEA-related negotiations under
Paragraphs31(i) and (ii) until after theHong
Kong meeting. Devel oping countriesin par-
ticular expressed the fear that such a move
could set aprocedural precedent, given that
so far no other negotiating issue has been
formally dropped from discussions in the
lead-up to December. In addition, MEA-
related issues, which are of particular inter-
est to some devel oped countries such asthe
EU and Switzerland, may serve as a poten-
tial bargaining chip - in exchangefor agree-
ment on an issue of interest to developing
countries- at alater juncturein the negotia-
tions.
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