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I. The stalemate in the WTO and the
crisisof the globalist project

*Walden Bellow

This update is in two parts. The first
consists of observations on recent
devdlopments in the World Trade
Organisations negotiations leading up to
Cancun, most of which are based on data
generoudy shared by my colleague Aileen
Kwa, Focus on the Globa South's point
person in Geneva. The second part
sketches the globa context against which
to place the devel opments at the WTO.

Recent developmentsin the WTO

1. Perhaps the best way to characterise
recent developments in Geneva is that the
negotiations are practicaly at a stalemate.

Pages 1-7

Pages 7-11

Pages 11-12

This stalemate is perhaps exemplified in
the polarised situation in the agricultura
negotiations. The Harbinson  draft
(prepared by Agricultural Negotiations
Chairman Stuart Harbinson) is an orphan.
The US and the Cairns Group consider its
proposed tariff reductions too shallow
while the European Union and Japan see
them as to deep. The developing countries
are concerned that the draft requires very
substantial tariff cuts from them. They are
aso demanding a broadening of
Harbinson's proposed "strategic products’
concept, which reserves a few "strategic
products’ for shalower tariff cuts. One
thing that must be noted is that the EU and
the US, in pushing for negotiating
advantage, have split the ranks of the
developing world. The countries in the
Cairns Group, like Brazil, Uruguay, and
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Thailand, are siding with the US against
the EU and Japan. The EU has hit back by
gaining the support of India and many
other developing countries for a
counterproposal for agricultural
liberdisation that would replicate the
alegedly more flexible liberaisation
formula of the Uruguay Round. The long
and short of it is that it is very unlikely
that there will be agreement on the
modalities of negotiation before Cancun.

In the Trade-Related Intellectual Property
Rights (TRIPs) and public hedth area,
there has been no give on the part of the
US. It continues to maintain its position
that only in the case of drugs for three
diseases-HIV-Aids, malaria, and
tuberculosis-should patent rights be
loosened. Since this has been rejected by
developing countries, the US is now
talking not about loosening patent rights
for public heath problems but for "public
hedlth crises." American negotiators have
reportedly told developing  country
negotiators that they can't change their
positions, and if they want any movement
in the negotiations, they should talk
directly to the pharmaceutical giants.
Another disturbing occurrence is that the
Director Genera, Dr Supacha himsdlf is
spreading the blame for the stalemate from
the US to Brazil and India, whose
manufacturers, he alleges, will be the ones
that will principally benefit from looser
patent rights.

On the new Issues-investment,
competition policy, government
procurement, and trade facilitation-the EU
is now trying to delink the decision to
commence negotiations on these issues
from movement on the part of the EU to
liberalise agriculture. They are telling the
developing countries that liberaisation in
these issues is for their own good. To
bring about some movement, the US has
reportedly proposed to "unbundl€" the four
areas so that negotiations could proceed on
them separately. The EU has publicly
agreed with the US, but its preference is
dtill to take the four areas together. The
EU is dso sde-stepping developing
countries  concerns about substantive
modalities, preferring to narrow down the

negotiations on modalities to be agreed on
in Cancun to procedural modalities - how
many meetings should be held, etc. This
has been criticised by developing
countries as attempting to elicit from them
a blank cheque to start negotiations
without first agreeing on the substance of
these negotiations.

In two negotiating areas of great interest to
developing countries, there has been
absolutely no movement. These are the
issues of Special and Differentia
Treatment and Implementation. On the
latter, it might be of interest that when we
met with him in Bangkok at few weeks
ago, Pascal Lamy, Trade Commissioner of
the EU, placed the blame squarely on the
developing countries, whom he accused of
not being able to agree to what were the
two or three top priorities regarding
implementation that needed to be tackled.

2. What does dl this add up to? What does
it mean for the Cancun Ministeria? We
posed the question to Pascal Lamy a few
weeks ago. Interestingly, his answer was
to sidestep the question and smply say
that if one views the process from the
Doha Ministeriad's mandate for the
negotiations to end by 2004, then things
don't look so bad, since "in some aress,
negotiations are 2/3rds of the away
through, in some hafway through, in
others a third through, in TRIPs 98 per
cent through.”

Now, the role of minigterials is to carry
out negotiations in severa areas
simultaneoudly in order to bring about a
comprehensive settlement. Since member
countries cannot even agree on the
modalities of negotiations in so many key
areas, the WTO faces a great problem of
what they will do in Cancun. Perhaps this
is the reason why key WTO officids are
now talking about coming up not with a
declaration announcing agreements on
issues being negotiated, but a
"communiqué?’ serving as a "progress
report” on the ongoing negotiations,
drawing upon short reports made by the
various negotiating groups on the work
they have undertaken since Doha.
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3. The hopes for a Doha-type outcome in
Cancun have been further doused by the
recent worsening of trade ties between the
United States and Europe. The EU has
threatened to impose sanctions on the US
by the end of 2003 for tax breaks for
exporters that a WTO judicia pand has
found to be in violation of WTO rules. In
what has been perceived as a retaliatory
move, the US said it will file a case with
the WTO against the EU's de facto
moratorium against genetically modified
foods. Taken in the context of aready
existing trade conflicts as well as the bitter
conflict between the US and France and
Germany over the US intervention in Iraqg,
these recent moves do not bode well for
both parties ariving a consensus
positions on negotiating modalities in
agriculture and other trade issues before
Cancun. It must be remembered that it was
not only the revolt of the developing
countries at the Seattle Convention Center
and the mass mobilisations in the streets
that brought down the third ministeria in
Sedttle in 1999 but aso unresolved
conflicts between the US and EU on
agriculture, the environment, and labor
standards.

US Trade Representative Robert Zoellick
and EU Trade Commissioner Pascd
Lamy, who are close persona friends, are
said to be moving to bridge the
Washington-Brussels gap before Cancun,
but the contextual conditions are more
difficult now than before the Doha
Ministerial in November 2001, when the
US and EU shared a common position on
combating terrorism and intervening in
Afghanistan and Washington had not yet
imposed a 40 per cent protecting tariff on
steel imports and passed its $100 billion
subsidies for American  farmers.
Nevertheless, it is important not to
underestimate the capacity of Zoellick and
Lamy to engineer a US-EU concordat as
they did in the leadup to Doha.

I1. The Global and conjunctural context
of the WTO negotiations

The context for understanding the
stalemate at the WTO is the crisis of the
globalist project and the emergence of

unilateralism as the main characteristic of
US foreign policy.

1. Firgt of al some notes on the character
and development of the globalist project.

Globalisation is the accelerated
integration of capital, production,
and markets globally driven by the
logic of corporate profitability;

It is a process accompanied by the
coming to dominance of the
ideology of neoliberalism, centred
on "liberating the market" by

ingtitutionalising privatisation,
deregulation, and trade
liberalisation;

Globalisation has had two phases,
the first lasting from the early 19th
century till the outbreak of the
Fir¢ World War in 1914; the
second from the early 1980's till
today. The intervening period was
marked by the dominance of
national  capitalist  economies
marked by a significant degree on
state  intervention and  an
international economy marked by
significant restraints on trade and
capital flows.

2. The apogee of the second phase of
globaisation was reached, in my view,
with the founding of the WTO in 1995,
The triumphalism marking this event was
conveyed by the joint statement of the
World Bank, WTO, and IMF in 1996 at
the Singapore Minigteria of the WTO,
where the three ingtitutions said that the
task a hand was bringing about the
"coherence" of the policies of the WTO,
IMF, and the World Bank to create the
framework of international economic
governance that would assure global

prosperity.

The Economist and the rest of the
establishment press toasted the WTO as
the gem of capitalist globa governance,
setting up a "rules-based" system of world
trade that both powerful and poor
economies would submit themselves to.
According to George Soros, the
significance of the WTO lay in its being
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the "only globa ingtitution to which the
United States was willing to subordinate
its national laws."

3. Injust five years, however. the globalist
project, whether in its "hard" Thatcher-
Reagan verson or its "soft" Blair-Soros
verson (globalisation with "safety nets')
was in very serious trouble. There were
three key moments to this crisis:

Fir¢ was the Asian financial crisis of
1997. This revealed that one of the tenets
of globaisation, the liberaisation of
capital  account, could be profoundly
destabilizing. It was main factor in the
collapse of East Asian economies, with 22
million people in Indonesia and one
million in Thaland faling below the
poverty line in just a few months.

The Asan financia criss was the
Stalingrad of the IMF, the prime global
agent of liberalized capital flows, bringing
about a review of its record in Africa and
Latin America, which showed that the
program of structural adjustment that it
had promoted alongside the World Bank
had failed amost universaly,
indtitutionalising  instead  stagnation,
greater poverty, and greater inequality.

Along with economic crisis, the Asian
financia crisis spawned a massive crisis of
legitimacy and credibility of the globalist
project, resulting in the defection from
neoliberalism of severa of its key
intellectuals:  Jeffresy Sachs, Jagdish
Bhagwati, Joseph Stiglitz, and George
Soros.

The second moment of the crisis was the
collapse of the third Ministeria of the
WTO in Dec. 1999. This was due to the
fuson of three volative eements into a
deadly explosion: the revolt of developing
countries at Seattle Convention Center, the
massive mobilisation of 50 000 people in
the streets, and unresolved trade conflicts
between the EU and the US, particularly in
agriculture.

The third moment was the collapse of the
stock market and the end of the Clinton
boom in March 2001. This was essentialy
the onset of a crisis of overproduction, the

main manifestation of which was massive
overcapacity. Prior to the crash, corporate
profits in the US had not grown since
1997. This was related to overcapacity in
the industrial sector, the most glaring
manifestation of which was in the leading
telecommunications sector, where only 2.5
per cent of installed capacity globally was
being used. The stagnation of the rea
economy led to capital being shifted to the
financia sector, resulting in the dizzying
rise in share values. But since profitability
in financial sector cannot deviate too far
from profitability of real economy, a
collapse of stock values was inevitable,
and this occurred in March 2001, leading
to the prolonged stagnation and recession
that we are seeing today.

The current crisis is not simply the
downside of the normal business cycle. It
is the downside of the so-called
Kondratieff Wave (named after the
economist Nikola Kondratieff).
Kondratieff observed that capitalism
progresses via 50-60 year "long waves'
marked on the upside by the exploitation
of new technologies and on the downside
by the exhaustion of new technologies,
leading to a prolonged period of stagnation
before the next upswing. We are now on
the trough of a wave the crest of which
occurred around the late sixties and
seventies.

4. The criss of globdisation,
neoliberalism, and overproduction
provides the context for understanding the
economic policies of the Bush
administration, notably its unilateralist
thrust. The globaist corporate project
expressed the common interest of the
global capitalist elites in expanding the
world economy and their fundamental
dependence on one another. However,
globalization did not eliminate
competition among the nationa €lites. In
fact, the ruling elites of US and Europe
had factions that were more nationalist in
character as well as more tied for ther
survival and prosperity to the state, such as
the military-industrial complex in the US.
Indeed, since the eighties there has been a
sharp struggle between the more globalist
fraction of ruling €lite stressing common
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interest of globa capitaist class in a
growing world economy and the more
nationalist, hegemonist faction that wanted
to ensure the supremacy of US corporate
interests.

As Robert Brenner has pointed out, the
policies of Bill Clinton and his Treasury
Secretary Robert Rubin  put prime
emphasis on the expansion of the world
economy as the basis of the prosperity of
the global capitalist class. For instance, in
the mid-1990's, they pushed a strong
dollar policy meant to stimulate the
recovery of the Japanese and German
economies, so they could serve as markets
for US goods and services. The earlier
more nationalist Reagan administration,
on the other hand, had employed a weak
dollar policy to regain competitiveness for
the US economy at the expense of the
Japanese and German economies. With the
George W. Bush administration, we are
back to economic policies, including a
weak dollar policy, that are meant to
revive the US economy at the expense of
the other center economies and push
primarily the interests of the US corporate
elite instead of that of globa capitalist
class under conditions of a global
downturn.

5. The Bush administration has supplanted
the globalist political economy of the
Clinton period with a unilateraist,
nationalist political economy that intends
to shore up the globa dominance of the
US corporate elite economicaly that
paradlels the aggressive military policy
that is meant to ensure the military
supremacy of the United States.

| would just like to point out some of the
distinguishing features of this approach:

Bush's palitical economy is very
wary of a process of globalisation
that is not managed by a US state
that ensures that the process does
not diffuse the economic power of
the US. Allowing the market
solely to drive globalisation could
result in key US corporations
becoming the victims  of
globalisation and thus
compromising US  economic

interests. Thus, despite the free
market rhetoric, we have a group
that is very protectionist when it
comes to trade, investment, and
the management of government
contracts. It seems that the motto
of the Bushites is protectionism
for the US and free trade for the

rest of us.

It is wary of multilateralism as a
way of global  economic
governance since while

multilateralism may promote the
interests of the global capitalist
class in generd, it may, in many
instances, contradict particular US
corporate interests. The Bush
peoples growing ambivalence
towards the WTO stems from the
fact that the US has lost a number
of rulings there, rulings that may
hurt US capital but serve the
interests of globa capitalism as a
whole.

For the Bush people, strategic
power is the ultimate modality of
power. Economic power is a
means to achieve strategic power.
This is related to the fact that
under Bush, the dominant faction
of the ruling dlite is the military-
industrial establishment that won
the Cold War. The conflict
between globalists and
unilateralists or nationalists along
this axis is shown in the approach
toward China. The globalist
approach put the emphasis on
engagement with China, seeing its
importance primarily as an
investment area and market for US
capital. The nationalists, on the
other hand, see China mainly as a
strategic enemy, and they would
rather contain it rather than assist

its growth.
6. So among the key components of
Washington's  unilateralist  economic
strategy are:

Control over oil, a move

dtrategicaly directed not only
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against the EU but aso against
oil-poor Ching;

Aggressive protectionism in trade
and investment matters,

Aggressive manipulation of the
dollar's value to stick the costs of
economic crisis on rivals among
the centre economies and regain

competitiveness for the US
economy.
Aggressve  manipulation  of

multilateral agencies to push the
interests of US capital-something
we see not only in the WTO but
also in the International Monetary
Fund, where the US Treasury
recently torpedoed the IMF
management's proposal for a
Sovereign Debt  Restructuring
Mechanism to enable developing
countries to restructure their debt
while giving them a measure of
protection from creditors. Already
a very weak mechanism, the
SDRM was vetoed by US
Treasury in the interest of US
banks.

7. The great advantage of multilateralism
as a sysem of global politica and
economic governance was that it dispersed
the defense of the system to many allies
and created a degree of legitimacy and
consensus among the masses that did not
benefit from it. The great problem for
unilateralism is overextenson, or a
mismatch between the goals of the United
States and the resources needed to
accomplish these goals.

A key base for successful imperia
management is an expanding nationa and
globa economy. That will not be here for
a long time. Moreover, resources include
not only economic and political resources
but political and ideological ones as well.
For without legitimacy-without what
Gramsci caled "the consensus' of the
dominated that a system of rule is just-
imperial management cannot be stable.

Faced with a similar problem of securing
the long-term stability of its rule, the

ancient Romans came up with the solution
of extending Roman citizenship to ruling
groups and non-slave peoples throughout
the empire, creating what was till then the
most far-reaching case of collective mass
loyalty ever achieved till then and
prolonged the empire for 700 years. The
US unilaterdists have no such "mora
element” to accompany their military
domination.

8. Overextension is relative, that is, it isto
agreat degree a function of resistance. An
overextended power may, in fact, be in a
worse condition even with a significant
increase in its military power if resistance
to its power increases by an even greater
degree. Among the key indicators of
overextension are the following:

Washington's inability to create a
new politica order in Iraq that
would serve as a secure
foundation for colonid rule;

its failure to consolidate a pro-US
regime in Afghanistan outside of
Kabul,

the inability of a key dly, Israd,
to quel, even with Washington's
unrestricted support, the
Palestinian peopl€e's uprising;

the inflaming of Arab and Muslim
sentiment in the Middle East,
South Asia, and Southeast Asia,
resulting in massive ideological
gains for Idamic fundamentalists-
which was what Osama bin Laden
had been hoping for in the first
place;

the collapse of the Cold War

Atlantic  Alliance and the
emergence of a new
countervailing  dliance,  with

Germany and France at the centre
of it;

the forging of a powerful global

civil society movement against US
unilateralism, militarism, and
economic hegemony, the most
recent significant expression is the
global anti-war movement;
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the coming to power of anti-
neoliberal, anti-US movements in
Washington's own  backyard
Brazil, Venezuea, and Ecuador-as
the Bush administration is
preoccupied with the Middle East;

an increasingly negative impact of
militarism on the US economy, as
military ~ spending  becomes
dependent on deficit spending,
and deficit spending become more
and more dependent on financing
from foreign sources, creating
more stresses and strains within an
economy that is dready in the
throes of stagnation.

We have, in short, entered a historical
mael strom marked by prolonged economic
crisis, the spread of global resistance, the
reappearance of the balance of power
among center states, and the reemergence
of acute inter-imperiaist contradictions.
We must have a hedthy respect for US
power, but neither must we overestimate
it. The signs are there that the US is
serioudy overextended and what appear to
be manifestations of strength might in fact
signal weakness strategically.

In conclusion, let me make important
clarification regarding the implications of
the foregoing analysis to our task in the
run-up to the WTO Ministerial in Cancun.
They should not be mistaken as leading to
a strategy of saving multilateralisn and
siding with the competitors of the US to
shore up the IMF, World Bank, and the
WTO. Neither us hegemony
ingtitutionalized in multilatera institutions
nor US hegemony exercised unilateraly
has brought about anything good for the
poor and oppressed countries. Both have
spelled trouble for us. On the contrary, the
task a hand is to take advantage of the
sharpening competition among the US and
the other big economic powers to
disempower, if not dismantle, the WTO,
World Bank, and the IMF. The task at
hand is to redouble our collective efforts
to derail the Cancun Ministerial.

From this vantage point, let us beware of
the proposal being floated by the WTO
leadership to form an NGO Advisory

Committee for the WTO. This idea is
nothing more than a Trojan Horse planted
in our midst to split our ranks and shore up
an ingtitution of the globa capitalist elite
that is in the grip of an irreversible crisis

of legitimacy.

*Walden Bellow is the director of Focus
on the Global South in Bangkok, a project
of Chulalongkorn University's Social
Research Institute. He is also a professor
of Public Administration and sociology at
the University of Phillippines.

Assessing the draft text for negotiations
on non-agricultural products

*HeleneBank

Summary

The Charman of the WTO-Working
group on Market Access presented a draft
text on modaities on May 16 2004,
carefully designed to give the impression
of a development profile. It has sought to
accommodate  the  objections  of
developing countries to the various
formulae approaches suggested by the
industrialised countries. It may work to
the advantage of some developing
countries in relation to certain specific
sectors.  However, a very careful
assessment of the modadlities and the
formula is needed before any definitive
conclusions can be reached.

The suggested tariff elimination sectors do
also appear to have a genera devel opment
profile, but they congitute a datic
gpproach, not giving access to flexible
infant industry protection. This prevents a
necessary policy space for countries which
ae in a phase of preindustria
development. In addition, the market
access profile for industrialised countries
into developing countries may be just as
important for developing countries to
assess as their potential market access
abroad.

The suggested phasing in of tariff
dimination does not contain a clause of
evaluation and assessment, it is aso not
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adjusted to development factors. This is
the format of many other WTO-
agreements, which seem to assume that
after a certain time period DCs will have
developed to a level, where they can
benefit from (or survive) rules as ICs find
profitable for their purposes today.
Inclusion of these factors will probably
have to be on the negotiation table for
these modalities to be taken into account.

Overdl, the suggested draft modalities
still do not answer to the market access
needs of the developing countries,
especialy since they do not address the
often more important issue of NTBs. The
suggestion is to negotiate modalities on
NTBs a a later stage, and indicate a

request/offer approach  to  such
negotiations. While the request/offer
approach  increases  flexibility  for

developing countries in the area of tariff
reductions, a reciprocal issue on NTBs
will put DCs in a Stuation where they
have very little to offer, and the
negotiations will consequently be biased.
Therefore it is important to assess if it is
wise to accept negotiation on aformulaon
reciproca tariff reductions before the
issue of NTBs is solved. The moddities
could as well contain a timing of the
NTBs identification and negotiations
before tariff reductions are further
negotiated. This approach would facilitate
the right use of instruments for an
increased market access.

There are dso good reasons to assess if
this approach will limit DCs future policy
space. It may reduce access to use new
and ethical legitimate NTBs in DCs for
the case of development reasons such as
environment, public health, employment
etc.

Furthermore, the one-size-fit al formula,
whilst it might benefit some countries in
some sectors, opens the negotiations to the
possibility of the formula being used by
the industrialised countries to pry open the
markets of the developing countries, thus
intensifying  the  de-industrialisation
process that is aready under way in many
of these countries as a result of previous
tariff reductions.

There is reason to beieve that the
sheltering of domestic non-agricultural
sectors (that satisfy certain criteria) from
import competition may be necessary for
the development of  competitive
developing country industrial bases and
clusters. Hence, an additional goal for
negotiations for developing countries is to
identify domestic non-agricultural sectors
that require protection from import-
competition in developing countries and to
resst tariff and NTB reduction in
developing country markets. The entire
draft is, as WTO rules in general, non
flexible in the understanding of future
policy options to protect domestic markets
and production capacities.

LDCs are at the moment exempted from
obligations, but will face a situation where
zero tariff preferences do not have any
effect for them as special and differential
treetment. Their remaning political
flexibility is then limited to their right to
protect domestic markets and production,
there will be no S&D on market access
through tariffs.

The reduction formula is constructed
such that the new tariff for each product
(tp) for acountry is calculated. The draft is
designed so that thereis a clear distinction
between obligations on tariff-reductions
for  industridised  countries  (ICs),
developing countries (DCs) and LDCs.
This distinction is, however, reflected only
through ICs and DCs overall different
tariff-profiles bound in the WTO. |.e. that
industrial countries have relatively low
average tariffs bound in the WTO (3-8%),
and that the mgority of DCs have high
average (around 30%) and quite varied
product tariffs. LDCs are exempted, and
newly acceded members are suggested to
be given an adjusted formula due to the
heavy market access obligations they
signed through accession.

The calculation is based upon a country’s
average tariff (t;), level of the bound
product tariff (t,), and of afactor designed
to speed up the reductions, to be
negotiated (B). LDCs are exempted.
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The WTO secretariat should be requested
to draw up figures so that the suggested
new tariff for various sectors could be
easily read out of the figure, and adso so
that the consequence of various values for
B can be seen.

Important elements to be aware of:

All bound tariffs will be reduced
for al countries except LDCs.
The lower the B, the lower new
tariff, or the higher tariff
reduction.

The higher average tariff a
country has, the less will the
relative change in tariff be,
compared to countries with lower
average tariffs. This is suggested
to be the development profile of
the modalities.

- For products with a bound
tariff equal to the average
tariff the reduction will be
50% if B=1
For products with bound
tariffs lower that the
average tariff, the new
tariff will be reduced less
that 50%, if B=1
For products with bound
tariffs higher than the
average tariff, the new
tariff  will be reduced
more that 50%, if B=1

The formula has the advantage of
addressing tariff peaks, if those
ae understood as extreme
deviations from national average
tariff rates. Because of the way
that the average tariff rate is
included in the formula, the same
nomina tariff will be subjected to
a considerably higher level of
tariff reduction if it is far above
the nationa tariff rate, than if it is
near it.

What has not been touched on, and should
not be, is that many developing countries
have higher bound tariffs than applied
tariffs used. The reluctance to bind lower

tariffs is partly because they congtitute a
policy space for the country in question,
partly because the applied tariff is part of
the World Bank or IMF conditionadlities,
not necessarily regarded as appropriate for
the future by the country.

Assessment:

The general profile of thisformula can be
argued to have a development profile,
However, a specific tariff of today may be
such that any decrease will underminethe
production, and cause close down,
unemployment and de-industrialisation in
a developing country. Therefore, it is
extremely important that each country
assesses the implication for their domestic
sectors. At the same time, they should
assss if the reduction in other markets
could benefit their potential exports. The
formula addresses tariff peaks, but it does
not provide any direct relief for the
problem of tariff escalation.

Sill the formula is a non-flexible “ one
size fits all” model, which does not
accommodate special needs for special
sectors at certain times, including infant
industry protection.

Sectorial tariff eimination is suggested
to cover both raw materials and value
added products. It is aso suggested to
cover both low-tech, medium-tech and
high-tech sectors. Negotiations are aso
suggested to focus product coverage
within each sector.

The sectors suggested is:

Electronics and electronic goods
Fish and fish products

Footwear

Leather goods

Motor  vehicle pats and
components

Stones, gems and precious metals

Textiles and clothing
Reductlon within these sectors are
suggested in 3 phases time frame to be
negotiated. ICs and other interested
members, should eliminate tariffs after the
first period, while DCs reduce to a leve
below 10%, second phase is for
adjustment with no reductions, third phase
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is total eimination in DCs. LDCs are
exempted.

Assessment:

The approach here, as in the WTO
agreements and negotiationsin general, is
a dtatic approach. Sectors chosen are
regarded as important sectors today, but
there is no flexibility if there are other
sectors which may be important in the
future. This would eventually be an issue
for future negotiation rounds.

The timing of phasng in tariff
eliminations is to be negotiated. However,
the direction and process is non-flexible

when first negotiated. There is no
adjussment to GDP or leve of
industrialisation or employment in

developing countries, or other factors that
could make the obligations more flexible
and devel opment conscious.

Thereisnot set up a clause for evaluation
of the process in order for developing
countries to negotiate a more relevant
framework if the objectives of the
agreement is not obtained, or if the
consequences of the agreement are
unforeseeable negative. If such a
flexibility is to be included, it will
condtitute an offensive demand in this
round, and a defensive demand in the next
round of negotiation.

LDCs are exempted fromobligations. This
means that they will still be able to protect
their domestic market (if WB and IMF
accepts that). At the same time,
elimnation of tariffs on these sectors
remove all zero tariff preferences that
LDCs may have enjoyed till now.

Additional provisons for DCs and
LDCs_are suggested to be that max 5%
tariff lines may remain unbound as long as
it does not exceed 5% of a WTO-members
imports to the country. This provision
does not apply to the tariff elimination
sectors.

LDCs ae not asked to undertake
commitments, but they are expected to
substantially  increase  their  binding
commitments.

ICs and other members who want to on a
voluntary basis, grant tariff and quota free
market access to LDC non-agricultural
products.

Assessment

There is reason to believe that the
sheltering of domestic non-agricultural
sectors (that satisfy certain criteria) from
import competition may be necessary for
the devel opment of competitive devel oping
country industrial bases and clusters.
Hence, an additional goal for negotiations
for developing countries is to identify
domestic nonragricultural sectors that
require  protection from  import-
competition in devel oping countries and to
resst tariff and NTB reduction in
devel oping country markets.

Supplementary modalities do focus non-
tariff barriers (NTBs). However, specific
actions and negotiations in this field are
not included in the draft modalities,
beyond the non-binding phrase, that: the
negotiation ~ group  will continue
identification and examination, and
negotiate modalities for NTBs.

The draft suggests that negotiationsin this
field should be based upon a request/offer,
horizontal and vertica approach.

Assessment:

For many DCs and LDCs, NTBs are the
real reason for not having market access.
Therefore it is important to assess if it is
wise to accept modalities for negotiations
on a formula on reciprocal tariff
reductions, if the real reason for lack of
market accessis NTBs.

The modalities could as well contain a
timing of the NTBs identification and
negotiations before tariff reductions are
negotiated. This approach would facilitate
the right use of instruments for an
increased market access.

The suggestion of NTB negotiations to be
a request/offer issue may be serioudy
assessed by developing countries. The
majority of NTBs of relevance for the
negotiation group on market access, are
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present in ICs. To identify this as a
reciprocal issue based on request/offer
will put DCs in a dtuation where they
have very littel to offer, and the
negotiations will consequently be biased.

There is also reason to assess if this
approach will limit DCs future access to
use new legitimate NTBs for the case of
devel opment reasons such as environment,
public health, employment etc.

*Helen Bank is a member of the SEATINI
Board of Trustees.

Editorial: Thereisno hurry in Cancun
*Percy F. Makombe

The Fifth Ministerial Conference of the
World Trade Organisation (WTO) to take
place at Cancun, Mexico, in September
this year will be the most important
conference of the WTO in recent years.
This conference comes two years after the
4" Ministerial in Doha, Qatar, where there
was international disagreement about
whether a new round of trade negotiations
was launched. While the US continues to
refer to a new round in al its trade
literature, it is now accepted that although
the Fourth Ministeria did not agree to the
start of a new round of negotiations, it laid
the ground for one amidst heated and
strong disapproval from the developing
countries. It is in the Fifth Ministerial
where the argument of whether there will
be a new round or not will be put to rest.
The developed countries are desperate for
anew round as their economies have been
hit hard by recession. They are looking for
markets and have thus gone out of their
way to placate developing countries to
open up al sectors of their economies. A
battle is in the offing as developing
countries are opposed to a new round,
particularly on Agriculture, Industria
Tariffs, Services (General Agreement on
Trade in Services) and Singapore |ssues.

It is not by accident that in its aid for
trade, USAID has focused on three major
areas:

Agriculture;

Services,
Singapore issues.

USAID has paid over $15.8 million in the
past three years to ‘help’ developing
countries to COMPLY with the
Agreement on  Agriculture.  The
agricultural aid that has been and is being
given to developing countries is not aimed
a enhancing food security and food
sovereignty, but rather it's concerned with
the opening of markets for developed
country’s products. Trade liberaisation
and reduction of tariffs have produced an
uneven playing field in agriculture much
to the disadvantage of loca farmers while
promoting the corporate agriculture of big
business. Governments of the North
heavily subsidise their agriculture for food
security reasons and also for politica
reasons.

As regards market access for non-
agricultural products, developed countries
have put forward proposals based on a
certain formulae as explained elsewhere in
this Bulletin by Helen Bank. The net effect
of the proposas is to coerce the
developing countries to reduce their
tariffs. The US proposal for instance is for
zero tariffs by 2015 and 6% by 2010. The
European proposa advocates for a larger
percentage reduction for high tariffs.
These formulae and proposas are
basically calling for large tariff cuts from
the developing countries. At the SEATINI
6" Workshop in Arusha, African delegates
recommended that the proposals by the
rich countries were inappropriate and
should not be accepted by African and
other developing countries. It was further
suggested that developing countries,
especialy with a weak and vulnerable
industrial base, should not have to assume
obligations for tariff reductions, but rather
should have the policy freedom and
flexibility to decide which sector and at
what rate of reduction their commitments
areto be.

Developing countries and civil society will
try to stop new issues from being
introduced in Cancun. The decision to be
made on the four Singapore issues
(investment, competition policy,
transparency, government procurement)
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will be the most crucia decison to be
made. These issues basicdly mean
continued liberdlisation of trade in
financial  services, deregulation  of
investment and the abandoning of controls
on corporations. Because of the serious
importance of the Singapore issues, it is
necessary for developing countries to
understand the full policy implications of
multilateral frameworks in these areas. In
Doha, the decison made was that
negotiations would begin on the four
Singapore  issues dfter the Fifth
Ministerial, but only on the basis of an
explicit consensus on modalities. The
modalities agreed to have to be substantive
in nature and not merely procedura. The
argument that modalities should be limited
to procedural matters only is unacceptable.
Caution isavery valuable asset in fishing,
especidly when you ae the fish. If
developing countries agree that further
study and clarification are required, then
they need not be rushed into making any
decision. The road to Cancun is not only
bumpy, it has land mines so caution must
be exercised at al costs. In any case, any
member has the power to prevent the start
of negotiations until it is willing to join the
consensus. So the decision to be taken at
Cancun is whether or not to begin
negotiations. It is no exaggeration to say
that WTO members are nowhere near
reaching a consensus on the modalities of
each of the Singapore issues. Given that
there are only four months remaining, it is
highly unlikely that a consensus will be
reached before or a Cancun. There is
therefore wisdom in the recommendation
from the SEATINI 6" Workshop that:

“African countries should take the position
that the Cancun meeting decide that
negotiations on the four issues should not
begin. Instead of starting negotiations, the
process of clarification of issues (for each
of the issues) should continue in the
respective working groups.”

The developing countries need not fed
compelled to take decisions in those areas
they are not ready. They should rgject the
carrots dangled to them by big business.
To believe that transnational corporations
have the interests of developing countries
a heart is as desperate as the hope that
sending the UN to Iragq will persuade the
US to come out of Iraq with its hands in
the air. We can not have a free market in
which the rich are free to squeeze the
economic life out of the poor. Freedom
without regulation is a pie in the sky. If the
lion and the lamb lie down together the
lamb won't get much sleep. Developing
countries need time and caution before
starting negotiations. There is no hurry in
Cancun.

*Makombe is a Programme Officer with
SEATINI and also the Assistant Editor of
the Bulletin.
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