WO MEMBERS REMAI N PCLARI SED ON SI NGAPORE | SSUES
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Just three weeks before the Cancun M nisterial Conference, the WO
menbership is still as sharply polarized, or even nore than before
whet her the organi zati on should start negotiations that woul d expand
the WIO s mandate to the so-called Singapore issues of investnent,
conpetition policy, transparency in governnent procurenent and trade
facilitation.

This was made clear after an entire day of intense debate, that spilled
over into night, on what to do about these four issues that was held at
an informal neeting of heads of delegation at the WO on 15 August.

The chai rman of the General Council, Uruguay's Ambassador, Carlos Perez
del Castillo, said he and the Friends of the Chair woul d conduct nore
consul tations on the issues this conm ng week.

After a brief general discussion at the start on how to tackle the

i ssues as a whole, the General Council chairman, Uruguay Anbassador,
Carlos Perez del Castillo, tried to guide the rest of the day's session
into a discussion on the specific nmodalities of each of the issues.

However there was di sagreenent both on how to treat the issues
generally, as well as on the nmeaning of the substance of each issue.

"The situation is very polarized," said one senior Asian diplonmat near
the end of the neeting. Said a trade official: "The discussions on
sone of the issues are highly and politically charged.”

The Singapore Issues are expected to be the nost contentious and
politically sensitive of all the topics on the agenda in Cancun, as
M nisters will decide whether to go ahead with negotiating new
treaties. A decision on |aunching negotiations will have to be nade
on the basis of "an explicit consensus on the nodalities of
negoti ati ons," according to the Doha nandate.

The proponents, led by EC and Japan, view that nmandate as neani ng that
negoti ations will have to start, and a decision of nodalities will have
to be taken. The opponents say that it is inpossible to achieve a
consensus on nodalities by or in Cancun because there are so many

di fferences on basic issues, and thus negotiations cannot start, and

M ni sters should instruct that study or "clarification" of the issues
shoul d conti nue.

At the start of the neeting, Perez del Castillo reportedly said the

i ssues were politically sensitive and the job of the Geneva dipl omats
was to see what kind of nodalities we want. He reiterated that a

deci sion has to be taken in Cancun on nodalities and that it needs to
be taken by explicit consensus.



He stated that the working groups on Singapore issues have not touched
on the question of nodalities; as a result this should be taken up at
the General Council level. He interpreted the mandate of "our work" to
be to develop nodalities for consideration by Mnisters

In previous consultations, it was nade very clear by some devel opi ng
countries that before they can consider engagi ng in negotiations on any
of these subjects, they need to know t he exact nature and scope of what
is going to be negotiated, said Perez del Castillo. As a result, we
need to devel op substantive nodalities and not just | ook at procedura
nodal i ti es.

The Chairman said he was fully aware of the differences anmong Menbers
on negotiations in these areas, and noted there are differing opinions
and approaches across the four issues. Sone del egations al so said we
need to consider how explicit consensus on each issue will be
ascertai ned in Cancun.

He suggested that to prepare the ground for the Cancun decisions, the
meeti ng shoul d di scuss substantive nodalities and at the end we will be
able to judge whether explicit consensus can be reached on nodalities
and if so on what specific basis.

He drew attention to a paper by Kenya and 10 ot her menbers, then
suggested taking up the four issues one by one, starting with trade
facilitation.

But before he could proceed, Kenya asked for the floor to introduce the
joint proposal by 11 African countries. The Kenyan Anbassador, M.

Am na Chawahir Mhamed, proposed on behalf of the countries, that the
Cancun Mnisterial Declaration state that Mnisters note that each of

t he Singapore issues has its own peculiar aspects and conplexities and
WO menbers have not reached a common understandi ng on how each of the
i ssues should be dealt with procedurally or substantively in a
multilateral context.

The proposed Cancun text continues: "W recognize the concerns of nmany
devel opi ng country menbers about the potential serious inplications of
these issues on their econom es and that the benefits of negotiating a
mul tilateral framework for each of these issues is not evident to them
Mor eover, many devel opi ng counti es have scarce resources and limted
capacity to neaningfully negotiate these issues, especially as they
grapple with inplenmentation of existing WO rul es and t he expanded work
programre after the Doha M nisterial Conference.

"This situation does not provide a basis for the commencenent of
negotiations in these areas. W decide that further clarification of
the issues be continued in the respective Wrking Goups and the Goods
Counci | . "

The joint paper states that the proposed text is in line with decisions
taken by the ACP Trade Mnisters, the African Union Mnisters and the
LDC Mnisters in their respective Mnisterial neetings, and as
expressed in their Mnisterial Declarations.



Speaking to the nedia outside the neeting room Anmbassador Anmina said a
| arge nunmber of devel oping countries wanted a decision in Cancun that
we should go back to do work on further clarification of the issues.
More than 50 ACP countries and the LDCs as well support our position,
she said. Many aspects of all the Singapore issues have not been
resolved. In particular, there is no clear definition or scope.

The EC s Anbassador Carlo Trojan objected to this African approach. In
his view, Mnisters at Doha had already agreed to | aunch negoti ati ons
at Cancun and the Geneva anmbassadors could not decide for them

ot herw se.

However, Kenya received wi despread support from ot her devel opi ng
countries, including Bangl adesh, South Africa, Cuba, India, Venezuel a,
Jamai ca, Barbados, Mal aysia, and Phili ppines. Many countries

enphasi zed the sensitivity of the Singapore issues and echoed or
supported the Kenyan proposal.

Jamai ca and Barbados said the Carribean Trade M nisters had net
recently and had adopted a position on Singapore issues simlar to that
of the African joint paper, which they therefore supported.

According to the Indian Anbassador, K M Chandrasekhar: W have been
tal king for nore than one and a half years about these issues since
Doha, and we have not reached results or agreenent. How could anyone
expect that a decision can be taken on these issues now? In the sane
vein, the Philippines Anbassador asked, how can we tal k about

nodal iti es when we do not even know what nodalities are?

Even after the EC insisted that the discussion turn to nodalities on
specific issues, and the Chair directed that the neeting should proceed
to discuss specific points on trade facilitation, some countries

i nsi sted on maki ng general statenents first. Cuba for exanple said it
supported the African countries that instead at Cancun a decision is
taken to continue. South Africa's head of del egation, Faizel |smail,
said the EC was a denmandeur as it felt it needed a trade off to all ow
it to obtain an ambitious agriculture mandate. At Doha, Mnisters

del i berately sequenced the negotiations to ensure devel opi ng countries'
i ssues were addressed first, in the order of inplenentation, S and D
TRI PS public health, agriculture, NAMA and only then Singapore issues

The reason for this sequence was to ensure novenment by the EC and ot her
devel oped countries on issues of great interest to devel opi ng
countries, and this would encourage nmenbers to engage on Si ngapore

i ssues.

But, said South Africa, we have failed to neet any of the deadlines and
devel opi ng countries have not been given incentive to believe the US-EC
agriculture bilateral framework would translate into nmeaningfu

nodal i ties. Fai zel added that any potential agreenents on Singapore

i ssues woul d need to be bal anced and devel opnental. But the denmandeurs
have failed to convince devel oping countries they are prepared to
adhere to these objectives.



Introducing trade facilitation, the General Council chairman said
consul tations showed Menbers have different views, ranging fromfervent
supporters of rule making to opponents of any trade facilitation work
in this house. There is also a range of positions within that
spectrum Mbdre guidance, he said, is needed on issues such as scope,
outcome, inplenmentation and the concerns of devel opi ng countries about
their limted resources and their exposure to dispute settlement.

In the discussions, several devel oping countries said while they
supported international assistance to devel oping countries to inprove
their trade facilitation facilities, they could not agree to have

bi nding rules and the use of the DSU to enforce these rules on trade
facilitation. Some countries said trade facilitation should be a
matter of donestic concern and should not subjected to nultilatera

di sci plines.

Proponents argued there woul d be | arge benefits, with the US citing a
Wrld Bank study that one third of benefits fromthe Doha Round woul d
cone fromtrade facilitation.

I ntroduci ng transparency in governnent procurenent, the General Counci
chai rman sai d consultations showed a range of approaches towards the
Cancun decision. At one end, there is a preference by sonme Menbers for
a decision to launch negotiations that would be brief and procedural,
and on the other end sone said further study in the Working Goup is
required.

However, it was his inpression there is growi ng support for a mddle
way, involving a decision in Cancun that specifies sone points on
nature and scope of the agreenent to provide "reassurances"” to

del egations. Anong points of concern have been coverage of non-centra
government entities, concessions and services, the question of
threshol ds, the donestic review mechani sns and application of DSU The
Chair asked if an acceptable way forward could be found on this basis?

The di scussi ons however showed the countries were "very pol arized",
according to a senior developing country di plomat. Several devel oping
countries reiterated their position that there should be a guarantee
the framework sticks strictly to "transparency" and not stray into

mar ket access, review mechani sns and deci si on- maki ng procedures.

They insisted the DSU woul d not apply, and that only goods procured by
the central government and only above a certain threshold val ue be
applicabl e, excluding services and government concessi ons.

India said that in the discussions up to now, there were many

di vergences of view over nany issues such as the | evel of government
(national or sub-national) to be covered, the question of notification,
the application of DSU, and the scope of goods and services. It did
not see how this divergence could be resol ved

I ntroduci ng the conpetition issue, the General Council chair summarized
the three options put forward by the Chair of the Conpetition working



groups, Frederic Jenny: (i) start negotiations on core principles, hard
core cartels and voluntary cooperation; (ii) a non-binding cooperation
framework with peer review and cooperation between conpetition agencies
and establishing a WO conpetition policy comittee; or (iii)
continui ng the existing Wrking G oup.

Several countries reportedly raised concerns about the suitability of
the WIO as a venue for a nmultilateral conpetition framework, pointing
to the lack of appropriateness of applying the "core principles" of
nati onal treatnent and non-di scrimnation to conpetition. They pointed
out that there was no agreenment during the discussions so far on issues
i ke the neaning of hard core cartels and whet her export cartels would
be excluded, and if so, why.

Many countries said binding rules and the DSU should not be applied to
a conpetition franmework. Many devel opi ng countries said they were

al ready overloaded and could not deal with such a conplex issue and to
deal with issue and noreover that many countries do not have a donestic
conpetition | aw and woul d thus have to take on nore burdens if they
were obliged to introduce one whose inplications they did not
under st and

Many countries, including India, Mlaysia and African countries spoke
in favour of having the issues further clarified, and not starting
negoti ati ons and al so not for the second option.

Uganda said it had a problemw th core WIO princi ples being applied to
conpetition as this would harnonise internal rules and that woul d have
serious inplications in limting devel opnent space, so Uganda coul d not
go along with that. It did not see the value of having "peer review
in option 2, and thus it was in favour of option 3.

South Africa said there is no clarity on how the concept of non-
discrimnation will or will not prevent devel oping countries from

i mpl enenting their devel opnment policies, such as South Africa's Bl ack
Enmpower ment policy. He added that some devel oped countries still
remai n opposed to including export cartels fromthe definition of hard-
core cartels.

Perez del Castillo, who introduced the investnent issue, said, that he
had been infornmed by the Friend of the Chair for investnment (Brazilian
Anmbassador de Sei xas Correa), that nmenmbers are still divided on what
the nodalities should be. He understood that sone nenbers are prepared
to start negotiations through an agreenent sinply on procedura

nodal ities, but others stated they need clarity and agreement on
substantive nodalities before they are prepared to start negoti ati ons.

By substantive nodalities, he understood these nenbers are referring to
i ssues such as scope and coverage, core provisions and how t he

conm tments woul d be schedul ed. He asked, what procedural and
substantive nodalities do you need to have clarified and agreed on
before you are would be willing to start investment negotiations?



It was clear fro the discussions that investnment was the nost
politically charged of the Singapore issues and faced the nost
strenuous opposition, trade officials said.

In the discussion, the EC, Japan and Switzerland were reportedly the
mai n proponents.

Many countries spoke up about the concerns they had that an investnent
agreenent woul d have serious adverse inplications for their ability to
i mpl enent devel opnent policies and for their national interests

Opposi ng the comencenent on negotiations, India said that there was a
wi de divergence of views, with even the devel oped countries not having
a convergence of views between thensel ves on sone issues such as scope
and definition, with the EC and Japan wanting the coverage to be
restricted to FDI whilst the US wanted portfolio investnment covered as
wel | .

The Phili ppi nes spoke at |ength agai nst an investnment agreenent.

Bangl adesh, speaking for LDCs, said that the issues were stll not clear
for them Many LDCs had |iberalized their investment regines but still
do not see investnents coming in.

The benefits of a framework were not clear and the issue should be
further clarified.

Col onbi a said i nvestment agreenents are only attractive to those with
the capital. For devel oping countries, they can be attractive only if
they bring nore investnents to devel oping countries but that it would
do so was not clear. Colonbia added there was so far no agreenment on
i nvestment or transparency. W are already running out of time to
resol ve the core issues like agriculture, so we should not waste so
much time on issues |ike investnent.

Sone Cairns Group nenbers made the |ink between investnent and
agriculture. Thailand was open to investment negotiations starting but
under the condition that there is novenent on agriculture. Chile also
said that its support for investnent depended on novenent on
agriculture

D pl omats and trade officials said that the Quad countries were very
strong and united in their advocacy for trade facilitation and
transparency in governnent procurenment. However it appeared that on
i nvestment and conpetition, the US appeared anbivalent. For exanple,
the US nade the point that nany countries do not understand the
conpetition issue. On the other hand, the EC and Japan were adanmant
that negotiations had to be |aunched on all the issues in Cancun

The neeting, which started at 10 a.m, ended at 8.30 p.m At the end,
Perez del Castillo said he hinmself would hold consultations on the

Si ngapore issues and would al so ask the Friends of the Chair to conduct
nore consultations this week.
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