STILL I N THE DARK ON THE ROAD TO CANCUN:

CGeneral Council Meeting (24-25 July) Hears Concerns over the Process of
Drafting and the Contents of the Draft Cancun Decl aration

Report by Tetteh Hormeku, TWN Africa and Africa Trade Network

. 1 NTRODUCTI ON

The following is a report of recent developnents in the WIOin relation
to the preparations for the Cancun Mnisterial Conference, and
especially the issues that energed fromthe CGeneral Council neting of
24-25 July just before the WIO took a short sunmer break (until 11
August) .

Part 11 deals with the process and procedures being planned for further
di scussion of the many contentious issues, and especially on how the
next draft or drafts of the Mnisterial Declaration will be fornmul ated,
and the process by which the draft will be transmtted from Geneva to
Cancun. It is shown that the process renains untransparent and that
devel oping countries will be the likely |osers.

Part 11l deals with the debate that has emerged whether a decision on
the Singapore Issues is |linked to devel opnent sin agricul ture, or
whet her this would be on their own nerit.

Part IV reports on the comments by sone devel opi ng countries on the
need to ensure a fair process before Cancun, whilst Part V deals with
fundamental differences over the content of the draft mnisterial
declaration. Part VI reports on the CGeneral Council debate on several
i ssues brought up by devel oping countries, especially anti-dunping
actions and textil e quota phasing out; however there was a generally
hostil e response from devel oped countries to the proposals. A final
Part VIl deals with a few other issues that were discussed at the
CGeneral Council .

I'1: SCENARI O BUI LDI NG TOMRDS AN UNTRANSPARENT AND NON- PARTI CI PATORY
PROCESS OF DRAFTI NG AND TRANSM TTI NG THE DRAFT CANCUN DECLARATI ON

The World Trade Organi sation went into a two-week recess follow ng the
CGeneral Council meeting on 24-25 July, |eaving behind the distinct
impression that vital stages in the further elaboration of the
"skeletal draft declaration"” for Cancun released on 18 July will be
carried out in the dark, with little chance for the majority of the
(devel opi ng country) nenbers to have their inprint on the text as it is
actually put together and transmitted to Mnisters in Cancun.

At a briefing for the media on 25 July together with Dr. Supachai
Pani t chpakdi, WO Director-CGeneral, Anbassador Perez del Castillo
(Uruguay), Chairman of the General Council (GC) outlined what both he



and Supachai were at pains to portray as participatory and inclusive
procedures for preparing the draft text for Cancun.

As it turns out, however, the procedure outlined would seemto be a
puni shing schedul e of "informal consultations”, sone involving al
nmenbers, others confidential and open to only small groups, and stil
others at the bilateral level. At the end of it all the text is still
likely to be transmtted to Cancun over the heads of delegates in
Ceneva.

The WIO convenes again on 11 August. On 22 August the General Counci
chai rman woul d rel ease a second draft of the Cancun Mnisteria

Decl aration. Then on 25-26 August a formal neeting of the General
Council will be held to discuss the draft.

The mechani sns by which the views of nenbers can be brought into the 22
August draft, by which proposals to revise this draft before the 25-26
August General Council (GC) neeting, and by which the views at the GC
nmeeting can be incorporated into the text, have not been spelt out.

The strong suspicion is that there is no such nechani sns have been

pl anned. Thus, although all kinds of views may be expressed at al

ki nds of meetings, it is likely that the 22 August draft will still be
sent on to Cancun, on the "personal responsibility" of the GC Chairman.

According to the schedul e outlined by Anbassador Castillo, informal
open-ended neetings of heads of del egations (HOD), to which all nenber
countries are invited, will be held every norning starting on 11
August, and these will exam ne specific key issues contained in the
first draft of the Mnisterial declaration.

These prom nent issues (defined as issues on which nministers need to

t ake decisions in Cancun) include agriculture nodalities, non-
agriculture market access, registry of geographical indications (Gs),
t he Singapore issues, inplenentation issues, Special and Differenti al
treatment (SDT) and TRIPS and public health. These issues will be
considered at the HOD nmeetings in the first week, and the other issues
contained in the draft text, such as services and rules, will be | ooked
at in the second week of consultations.

The afternoons will be devoted to various consultations in different
formats -- neetings in snmall groups and bilateral consultations - which
woul d be in small groups and are not open to all menbers. The GC Chair
woul d conduct sone of the neetings.

By 22 August, as M. Castillo put it, "we will be putting to nenbers a
final draft on what the text should be that will reflect the progress
achieved and the realities of the day."

A formal General Council neeting has been schedul ed for 25-26 August
with senior officials fromcapitals attending. Thereafter a final draft
text will be subnitted to the Mnisters

It is not known whether this text for Cancun will be the sane as the 22
August draft.



There is little in the nature and schedule of activities as outlined
that woul d gi ve confidence to the najority of devel oping countries that
their issues and perspectives will be properly reflected in draft
Declaration that will be transmitted to Cancun.

The decision to convene a CGeneral Council neeting on 25-26 August is a
change of plans. In the WO schedul e of neetings, no GC neeting had
been fixed fro August. But some devel oping countries criticised the

| ack of opportunity for nmenbers to voice their views or to adopt or
revise the drafts. At various neetings (including the recent Trade
Negoti atons Conmittee neeting), they requested for a formal neeting on
the draft text before it is transmtted from Geneva.

However this apparent responsiveness to devel oping country demands is
defective in one of the critical regard. This concerns whether the
final draft text will be a consensus text agreed at the General Council
nmeeting, or sonething that the GC Chairman will send on to Cancun under
his own responsibility. In the latter case, the devel oping countries
rightfully fear their views will not be represented

During the nmedia briefing, Anb Castillo stated that he was 'confident
that there will be anple time from 26 August till 10 Septenber (when
the Cancun ministerial opens) for the mnisters to consult anobng

t hensel ves, so that by the tine of Cancun there will hopefully be a
text with a 'lot of flesh init' that will facilitate the task.'(as
reported in SUNS 5393).

Thus, after the GC neeting, the draft declaration may continue to

evol ve through ministerial |evel consultations involving a few
counties. This is not part of the formal processes of the WO Most
menbers, especially devel oping countries, would be excluded. It is
nost unlikely that a draft that enmerges in this way will adequatel y
reflect the views of all nenbers, especially since there is still
contention over so many key issues, which formthe content of the text.

Thus it is not clear on whose authority such a final draft text will be
pl aced before M nisters at Cancun, especially if menbers at the Cenera
Council meeting dispute various parts of the draft.

This is a throw back to the pre-Doha situation in 2001, which the draft
Declaration with which the magjority of the menbers di sagreed, was
neverthel ess sent on to the Mnisterial, on the personal responsibility
of the then GC Chair, Anb. Stuart Harbi nson of Hong Kong, against the
express wi shes of nany nenbers

Apart fromthese problenms with how the draft text is finally
transmtted to Cancun, the actual daily process of consultations, which
is supposed to input into formulation of the text, does not offer much
confort to nost of the devel oping country nenbers either. This is in
spite of the reassurances of Amb. Castillo and Dr Supachai to the
contrary.



At the nedia briefing, a journalist asked these two officials to
conmment on the criticisnms by NGOs that the decision-making processes,
especially surrounding Mnisterials and their preparatory process, in
the WIO are untransparent and non-incl usive,

Supachai stated that alnost all the key issues have been addressed at
the HOD | evel and everyone had been part of the discussions and
negotiations all the tine. He added there have been very few small
group neetings and the ones he conducted in the past two weeks have
been mainly with the senior officials fromcapitals, participating in
the General Council and the TNC. He insisted that there has al ways been
full transparency in all respects.

The issue, however, is which of the consultations will be decisive in
maki ng the deals that will formthe content of the text. On the

evi dence of the expectations expressed by Supachai and Castillo, the
deci sive consultations will be those carried out in the cl osed
""confidential" small groups and/or bilateral neetings from which nost
menbers are excluded, rather than the |large open-ended informal heads
of del egati ons.

[11: DECISION ON SI NGAPORE | SSUES LI NKED TO AGRI CULTURE OR DECI DED ON
OM MERI TS?

In response, for instance, to questions as to when the nodalities on

Si ngapore Issues will be ready, Anb. Castillo stated that he thought
that the fate of the Singapore issues "are very nmuch linked to the
package that we will be able to take to Cancun.” He added that if there
coul d be 'sonme devel opnental package' wth substantial novenent on
agriculture and non-agricul ture market access by Cancun, then Singapore
i ssues would be on the table. |In that event, he suggested, drafting
nodal ities on the Singapore issues would be no probl em

Anb Castillo had earlier indicated that novenment on agriculture in
particul ar woul d be the key to unlocki ng novement in all other areas.
But for this vital novenent on agriculture, Anb Castillo indicated that
he hoped that consultations between the US and the EU woul d be ripe for
themto give sone signals at the Montreal mni-mnisterial, and this
woul d be useful for pursuance of work in CGeneva'

Thus the fate of one set of issues -- the Singapore Issues -- on which
all the nenbers have strong opi nions one way or the other, is linked to
deal s between sone of the parties; and a key stage of the consultations
isamni-mnisterial, an informal structure which does not form part
of WIO processes, and to which nost nmenbers are not invited.

As reported in the SUNS 5393, the thene of |inking progress in
agriculture with the Singapore |Issues was replayed | ast week in Geneva
at a small informal neeting hosted by Japan in a Geneva hotel to which
only senior officials froma few selected countries were invited. This
strategy of linkage is one being pushed nost forcefully by the Cairns
group, the US, and even WIO officials. The EU, which once was nost



prom nently putting forward the |inkage concept ("For us to make
concessions in agriculture, we nust get sonmething in return, especially
Si ngapore issues”) announced that it did not believe in any such

I i nkage

Most devel opi ng countries, in Asia, Africa and the Cari bbean, are
resistant to any such |inkage between agriculture and the Singapore
i ssues. They believe the Singapore issues should be decided on their
own nerits and not be used as a bargai ning chip. But few devel opi ng
countries were invited to the neeting

Both Japan and the EU have cone out with their versions of nodalities
for the Singapore issues. These two proposed texts for decisions are
very simlar to each other.

Thus whil e nost devel opi ng countries will be attending the open-ended
norni ng consul tations, the actual deals that will inpact on the draft
are expected to be worked out in small groups and bilatera
consul tations, to which nost are not privy.

These countries excluded fromthe small consultations will continue to
express their views at the so-called open-ended infornmal head of

del egations consultations. Whether their views expressed at this |evel
will be faithfully reflected in the draft text is a big issue

I'V:  DEVELCPI NG COUNTRI ES SPEAK UP I N GENERAL COUNCI L FOR A FAIR
PROCESS

Many devel opi ng countries are already expecting a repeat of the pre
Doha and Doha experience, that on Singapore issues, their objection to
t he | aunchi ng of negotiations at Cancun, will be ignored.

Al so, after the draft is given out on 22 August, the counties whose
views were excluded have only very few days to give their views or make
counter proposals as the GC neets just three days after.

Many devel opi ng countries recogni se that such a process will put them
at a di sadvantage and prejudice their capacity to influence the text.
Sorme voi ced these concerns at the GC neeting of 24-25 July. Sone have
put forward specific proposals to inprove the process.

One of the strongest countries on these issues was Cuba. While noting
with satisfaction that there woul d be August neeting of the GC, Cuba
stated, "that that neeting should approve, by consensus, the draft text
to be presented to the Mnisters in a clear and unanmbi guous | anguage".
To this end, Cuba agreed with Jamaica in demandi ng that the secretariat
shoul d nake avail abl e before the neeting of the General Council, the
draft text in all the working | anguages of the WIOQ In relation to the
series of consultations which the Chair of the General Council planned
to undertake, Cuba stated that the sequencing of the subject matters to
be di scussed should give priority to the issues which had direct



i mplications on devel opnent before other subjects can be dealt with
| ater.

Furt hernore, Cuba proposed that "regular witten reports on the

di scussions of the informal heads of the del egations meeting shoul d be
circulated to enable every nenbers to be equally informed as to the
state of the process".

In a simlar vein, Bangl adesh insisted that the principle of

i ncl usi veness nust be cardinal to the process of preparing the draft
decl aration. The consultation nust be open-ended. In addition, the
draft declaration nust reflect the areas of convergence, while areas of
di vergence must al so be reflected and not gl ossed over. Above all, the
draft nust not be sent to ministers without the agreement of the WO
menbership in CGeneva

India al so expected that "the draft text and the attachments will be
devel oped in such a manner that, at the end of the process, they fully
reflect the views of all Menbers, and that wherever there are

di vergence of views, they will be fully and faithfully expressed"

The fears behind the concern by many devel opi ng countries for a process
which allows themto reflect their priorities was sumred up by one
African country del egate when he stated that "Adding flesh to the
skeleton in the dark may end with a deformed nonster which will attack
our interests.” He was making reference to the so-called skeleta
first draft of the Mnisterial text.

The need for a fair, balanced and denocratic process is even nore
important in view of the clear split between devel oped and devel opi ng
countries on the issues, which would formthe content of the draft

m nisterial declaration. This came out nmost clearly in the discussion
of the general council on the content of the draft mnisterial

decl arati on.

V. FUNDAMENTAL DI FFERENCES OVER THE CONTENT OF DRAFT M NI STERI AL
DECLARATI ON

At the General Council discussion on the first-draft "skel etal
mnisterial text", there was a fundanental divide between devel oped and
devel oping in relation to particular issues, and also to the
prioritisation of those issues.

According to Switzerland, the draft ministerial text reflected the
reality of the current state of the negotiations. Wile it was |ess
than what they would have wanted at this stage of the process,
neverthel ess the process initiated by the Chair of the General Counci
needed to be supported. On the content of the issues, Switzerland
stated that in relation to the question of agriculture, the U uguay
round approach must be adopted. It also saw the Singapore issues as
important part of the WIOs work, since it is related to narket access
whi ch, as shown in the case of non-agriculture narket access,



constituted the core business of the WO It acknow edged that the
i ssues of inplenentation, S& and TRIPS and public health had to be
dealt with for a successful outcone of the negotiations.

For Japan, the Doha declaration had clearly nandated the start of
negoti ati ons on the Singapore |Issues after Cancun. Wile there was the
need for consensus on nodalities, it was of the view that the
negotiations will have to start after Cancun

Nor way supported the process adopted by the GC Chair and believed that
progress on agriculture, non-agricultural market access, and Singapore
I ssues were critical for progress in Cancun. On the Singapore issues,
it believed that even though they were different, they nust be seen in
the overall context of the other issues. In addition there was the
need for quality offers in the areas of services.

The EU believed that overall the draft mnisterial text was a useful
wor ki ng tool, even though it was clear that a ot of work needed to be
done especially on the nodalities in agriculture, non-agricultura

mar ket access, and the Singapore Issues. It stated that the Singapore
I ssues were part of the single undertaking, and therefore needed to be
addressed as part and parcel of the package that needs to be taken to
Cancun. It undertook to assist the Chair of the General Council, Anb.
Castillo, to draft the modalities. Wth regard to the issue of

nodal ities, it understood the need to address concerns of other
countries and was therefore ready to give nore scope to substantive
issues in the fornulation of the nodalities

On agriculture, EU believed that progress had been nade and nuch nore

can be nade before Cancun. It believed that on S&D, progress had been
made even though at tines it seened |ike a case of taking one step
forward, two steps back. It also believed that a solution could be

found to the issue of TRIPS and public health before or at Cancun.

The optim smunderlying nost of the GC statements by the devel oped
countries was nost captured by the US, which stated it was ready to
show | eadership for progress. It had already seen evidence of sone
addi ti onal substance energing to fill the skeletal text; however the
final text would have to provide nore detail even as to the post-Cancun
pr ocess.

In contrast to this optim sm nany devel opi ng countries expressed their
serious concerns at the GC with the present situation. Cuba said the
draft mnisterial text was based on a | evel of optimsmnot matched by
the reality of the negotiations at the nmonent, especially given the

short time left before Cancun. In this context, it was concerned
that pressures woul d be put on devel oping countries to give up their
interests. "It would be better to recognise failure to fulfil the

mandat es rat her than accept a bad deal "

On TRIPS and Public Health, Cuba stated that even in relation the 16
Decenber Motta text, it was inportant to take into account that

i mportant el enments that should have been part of an effective solution,
had been excluded fromthe text. It also stated that on ot her



aspects of TRIPS, the text did not include the issues of inplenentation
covered by paragraphs 18 and 19 of the Doha decl arati on.

On Singapore issues, Cuba was concerned that the skeletal text bunched
all issues together, contrary to the position of the magjority of the
menbers that each issue had to be dealt with on its own nerits

Further, Cuba did not see the basis for the phrase contained in the
text referring to some work done in the General Council on the issue of
nodalities. "To what work is the text referring to?" asked Cuba,
addi ng there had been no debate in the General Council on the issue of
nodalities, and "we do not believe that in the little tine available it
woul d be possible to devel op these nodalities".

Cuba stressed it did not believe that conditions had been created for
the launch of negotiations on any of the Singapore Issues. This
required further studies and a process of analysis and eval uati on of
the inmpact of the rules in these subjects on the econom c and soci a
devel oprent of devel opi ng countri es.

On agriculture, Cuba stated that whatever agreenent was finally reached
on the nodalities should conformto the Doha mandate including the ful
integration of the special and differential treatnment for devel oping
countries. In this regard, the nodalities should include anong others,
strategi c products of interest to developing countries as well as a
speci al safeguard nmechani sm for devel opi ng countries

On non-agriculture market access, the Cuban stat ement supported the
demand that the nodalities should include effective measures taking
into consideration the special needs and interests of devel opi ng and

| east- devel oped countries, in particular that there should be |ess than
full reciprocity, the conduct of studies on the inpact of further
liberalisation, as well neasures to assist |east devel oped countries to
participate effectively in the negotiations.

Ni geria stated that nodalities for the Singapore |ssues mnust include
substantive nodalities. It demanded to participate in the process of
the fornulation of these nodalities.

Brazil stated that in the absence of a spirit of conprom se and

conm tmment, there would no progress. Progress on the devel opnent

i ssues was inportant for overall progress, and while all countries had
to make novenent, some countries, especially the nmajor countries had to
nmove faster. It underlined that the issue of S& was not a case of
providing a free ride for devel oping countries as others had suggest ed;
its inmportance stemmed fromthe regressive nature of some of the rules
of the WIQ for exanple the rules relating to TRIPS and TRI M5

For China, the subjects listed in the draft text reflected the

checklist of issues earlier circulated by Dr Supachai. However, they
bel i eved the subjects as they appeared in the text needed to be
adjusted. In this regard, the issue of S& needed to be given fuller

reflection in the text, which should al so give a nore prom nent
enphasis on the centrality of devel opnent.



The I ndian Conmerce Secretary, M Chatterjee, said that on TRIPS and
health, it was regrettable that the conpronise text of 16 Decenber
2002, accepted by nost del egations, had still not been adopted

unani nously. On S&D, he conplained that the draft text proposed by the
GC chair did not specify a clear deadline for conpletion of this work,
and seened to envisage a possibility of work on these issues
"continuing for years to cone.” He wanted a deadline to be set, and
work to focus on agreenent specific proposals.

On inplenentation-related issues, India referred to the m ssed
deadl i ne, and said, "W now get the inpression that we are | osing our
way in addressing this inportant set of issues. The manner in which the
i mpl enent ation i ssues has been tossed about between the TNC, regul ar
bodi es and ' Friends of the Chair' fails to give us confidence in the
ability of the systemto deliver neaningful results.” On Supachai's
statement (as TNC chair) that he intended to hold further consultations
on inmplenentation issues, the Indian Commerce Secretary said that these
shoul d be properly structured and carried out within a specified time-
frame, and the DG should act quickly and decisively to find progress.

On agriculture, India said the draft should reflect the current state
of play, and reiterate the assurance to devel oping countries that their
concerns will be met as part of the core npdalities. India al so
underlined that "the levels of anbition are not simlar in agriculture
inall countries.™

On non-agricultural narket access, India insisted that it had to be
clearly recogni zed that the starting point for tariff cuts is "where we
left off at the Uruguay Round, since that position reflected the rights
and obligations set by all of us" (thus rejecting the idea of somehow
bringing in and cutting applied tariffs.

On Singapore issues, India stated that the Doha nandate was cl ear that
explicit consensus on the nodalities was needed for negotiations. The
nodalities had to substantive, and go beyond the elenents listed in the
Doha decl aration. India added that not all nenbers were convinced of
the need to adopt rules in the WIO on the Singapore |ssues. For
menbers to nake up their mnd, all of themhad to aware of what
guestions were involved. This could only be done on the basis of a
full discussion of substantive nodalities.

VI :  DEVELOPED COUNTRI ES UNW LLI NG TO SHOW FLEXI Bl LI TY OVER LEG TI MATE
CONCERNS OF DEVELOPI NG COUNTRI ES

In addition to the disagreenents over the draft mnisterial text, the
GC neeting also a clash of wills between devel oped and devel opi ng
counties in areas where devel opi ng countries had specific problenms and
had nmade proposals to address them The devel opi ng countries were
confronted with a generally hostile response from devel oped countri es,
whi ch while acknow edging the legitimcy of the issues were unwilling
to show the flexibility necessary to adopt the proposals put forward
for addressing the problens.



| ssues pl aced by devel opi ng countries before the GCin relation to

whi ch deci sions were either blocked or del ayed by devel oped countries

i ncl uded textiles and clothing, proposals for addressing the crisis of
declining commodity prices, Iran's accession to the WIQ, and observer

status for the League of Arab States

Kenya and Tanzani a presented to the GC a proposal (earlier submtted to
the Commttee on Trade and Devel opnen) to deal with the crisis posed to
primary conmodity dependent countries by the continued decline in the
prices of these commodities. They proposed a decision in Cancun to set
up a work programme to deal with this probl em

Kenya argued that 50 menber countries were dependent on primary
commodities like coffee, cocoa, cotton, jute and 30 of these countries
were in the H PC category. For these countries, proposed solutions that
sinmply depended on the free narket have not been adequate. Specific
proposals to address tariff peaks, tariff escal ation and ot her narket
access neasures were relevant, but they are not enough. Mre

conpr ehensi ve neasures were needed that would allow the comodity
dependent countries to nanage supply and pri ces.

Beni n, Colunbia, India, |Indonesia, Jamaica, Ml aysia, Paraguay and
Uganda all spoke in support of the proponent countries.

Al'l the major devel oped countries rejected the core proposal for market
supply nanagenent, sone of themdoing little nore than using the issues
rai sed as an opportunity to press for their own specific demands for
reforns of the Agreenment on Agriculture (AoA).

Australia argued that the issues raised showed the need to reformthe
AoA, but it would not support any proposal for the establishment of
commodity agreenents. Sinmilarly the US argued that the problem of
primary commodities has to do with donestic support and export
subsidies. The solution was to seek reformin these areas. The US
supported Australia's view that prices should be a function of the

mar ket, and that price managenent schenmes were outside the remt of the
WIo,

On its part, the EU stated that there was no single answer to the

probl em of commodity prices. It was open-m nded on the question of
mar ket access for LDCs. However it doubted the rel evance and efficacy
of prices stabilisation and managenent schenes. In any case the issue

was al ready on the agenda for UNCTAD XI and shoul d be pursued there.

The devel oped countries showed a simlar hostility on the issue of
textiles and clothing. Two proposals brought by textile exporting
devel opi ng countries to address fears of increased actions anti-dunpi ng
as well quota problens that could arise fromthe anticipated phase-out
of the textile quotas by the devel oped countries were bl ocked by the
Quad countri es.

The proposals in relation to textiles and clothing were jointly
submtted by a nunber of textile exporting devel oping countries. The



proposal on quotas, ainmed to address the potential reduction in market
access in the year 2004, was submitted by Brazil, Costa Rica, Egypt,
Guat emal a, Hong- Kong China, India, |ndonesia, Macao China, Ml dives,
Paki st an, People's Republic of China, Sri Lanka, Thailand and Vi et nam
The other proposal submitted by the sane countries, with the exception

of Bangl adesh, Brazil, Costa Rica and Egypt, was for the short-term
di spensation on anti-dunping actions in favour of devel oping countries
following the full integration of the textile sector into the GATT from

January 2005.

At the General Council, India (which chairs the International Textiles
and dothing Bureau, the alliance of devel oping country textiles and

cl ot hi ng exporters) spoke on both proposals on behalf of the sponsoring
countries. On the proposal on anti-dunping, Anmbassador Chandrasekhar,
expl ai ned that the fear of the exporting countries was that as the
guot a system was phased out, there would be an increase in anti-dunping
i nvestigations agai nst devel opi ng country exporters.

He noted that in the EU at the nmonent, industry associations instigate
many such anti-dunping investigations. These investigations take a
long-time, call upon a |lot of resources by the devel oping countries,

| eading to disruptions and even decline in production. This has been
especially harnful for small and mediumenterprises. He added that
whil e the practice may not be as w despread in the US as in the EU
even then, they have simlar effects.

Amb. Chandrasekhar expressed the concern that as the quotas are
abol i shed, leading to a downward pressure on prices of textile products
in the devel oped countries, industry associations in the latter
countries may be 'encouraged’ to instigate anti-dunping actions to
protect thensel ves agai nst devel opi ng country exporters.

To address this, the sponsoring countries propose a two-year grace
period, following the full integration of the textile sector in GATT,
duri ng which no anti-dunping actions would be initiated agai nst
devel opi ng countries. All the sponsoring countries supported India’'s
presentati on.

Chile, while not being a sponsor of the proposal, argued that the
concerns expressed by the proponents highlighted once nore the need for
urgent action on WO rul es on anti -dunpi ng.

However, Canada countered that it cannot accept a neasure such as
proposed, which will nullify its citizens' rights of access to its
| aws.

The US also stated that it could not accept the proposal. In its view,
the issue had already been dealt with in the Doha decision of

impl enentation to the effect that devel oped countries would be

consi derate when undertaking anti-dunping investigations.

Japan noted that there was the need to reformthe rules on anti-dunping
but cannot support the proposal. For its part, the EU stated that



while it will live up to its Doha commtnents, it will not support the
proposal s.

The General Council therefore took note of the proposal, but recorded
that there was no agreenent.

The proposal on quota concerned the practice of "carry-forward"
currently followed by the textile exporting countries, which faced
qgquota restrictions in devel oped country markets. The practice enabl ed
the exporting countries to balance their export quotas in a current
year agai nst a subsequent year. The fear of the exporting countries is
that this flexibility would not be avail able for the year 2004, since

t he devel oped countries are expected to phase out their quotas in 2005.

The proposal concerned nmechanisns to avoid difficulties to exporting
devel opi ng countries due to this situation. This was especially

i mportant because, as the countries explained, this is the tine nost
orders for textile products are placed, and therefore a certain anount
of security was required as the producers prepare their contracts.

Wil e the US expressed understandi ng of the concerns, it suggested that
there are other ways to address the problem and therefore was unable
to agree to the proposal.

The EU stated that it had received the proposals only recently, and
that furthernore such proposal was not foreseen in the Agreenent in
Textile and dothing. It was therefore unable to support the proposal

Anbassador Castillo, Chair of the General Council indicated he woul d
undertake further consultations on the issue.

The above may be instructive in terms of the responses nade by nenbers
to the report submtted by Anmbassador Castillo, Chair of the Cenera
Council on the progress so far (or lack of it) on the Doha mandates on
Special and Differential Treatnment. He reported that of the 83 itens
listed there under, 38 could be resol ved before Cancun. 14 out of

t hese had been agreed to in principle, and 12 of the 14 had been sent
back to the friends of the Chair for re-drafting.

Di scussing the report, Kenya and Zanbi a expressed their frustration at
the lack of progress on the issue of S&, and at the failure to achieve
the terns of the Doha mandate. The US, however, stated that a |ot of
hard-work had been put into the issue, and progress had been nade.

Cuba and Bot swana disagreed with the US. Malaysia registered its
frustration, while noting that it was confident that progress could be
achi eved before Cancun

The EU shared the views of Ml aysia, while Norway agreed with India,
whi ch shared the wi despread frustrati on and di sappoi ntnent, but pointed
to the need to work hard if agreement is to be reached before Cancun.

Ambassador Castillo sumred up by saying that the work was difficult,
but he was not denoralised, and was conmitted to realising the Doha
mandat e.



On the issue of Iran's request for accession to the WIQ, the United
States stated that it was still reviewing its relations with Iran. It
was therefore not prepared at the nmonent to join the consensus on
establishing a Working Party to consider Iran's application.

Speaki ng for the devel opi ng countries, Tanzani a hoped that the US
review will be conpleted soon in order to proceed with Iran's request.

The question of observer status for the League of Arab States at the
Cancun mni sterial was considered under the agenda item of preparations
for the Cancun Mnisterial. The Council of Europe Devel opnent Bank, the
Nort h American Conmmi ssion for Environnmental Cooperation, and the United
Nati ons Human Settl ements System nmade simlar requests.

Egypt, speaking on behalf of the Arab states, and supported by Jordan,
spoke on the request of observer status for the League. bjection by
the US and Israel neant there was no consensus. Anbassador Castillo

i ndicated that the issue would be taken at the next neeting of the
CGeneral Council.

On the requests by the other bodies, Egypt stated that all the four
requests should be taken together. Therefore all the requests will be
taken at the next General Council.

VIi1: OTHER | SSUES

The other item covered under the preparations for Cancun was the

el ection of officers for the Mnisterial. Mxico was elected the Chair
of the Conference, with Netherlands, Bangl adesh, and Egypt el ected as
Vi ce-Chairs.

O her issues covered on the first day related to the review of the
Di spute Settlenent Understanding. The original May 2003 deadline
havi ng been mssed, it was agreed to extend the reviewtill My 2004,
with negotiations to continue on the basis of proposals submtted by
menbers as well as the text submitted by the Chair.

A report was al so subnmtted on the Doha Devel opnent Agenda d obal Trust
Fund. O the $22 mllion dollars target, $20.2 mllion have so far been
pl edged.



