Afro-Asian Civil Society Statement on Trade

We, representatives of the civil society including non-governmental organisations, research institutions, academia, public interest groups, trade unions, media have met in New Delhi, India during 13th to 15th April 2004 at a seminar titled “From Cancún to São Paulo: The Role of Civil Society in the International Trading System” and adopted the following statement to manifest the developmental aspects of some of the issues of the international trading system and to enhance the role of the United Nations Conference on Trade and Development (UNCTAD) in the international trading system. We urge the international community to take on board these recommendations while framing rules on global trade for the benefit of the poor.

I. Manifesting the Developmental Aspects of the International Trading System

1.1 Special & Differential Treatment
1.1.1 Special and Differential Treatment (S&DT) provisions in the WTO agreements make for differentiated rights and obligations for developing and least developed countries on account of their lower levels of development. The conceptual basis for S&DT is derived from the rationale that there is a wide gap in the economic capacities and levels of development between the developed and developing (including least developed) countries, and that developing and least developed countries cannot compete on equal terms with developed countries. 
1.1.2 Additionally, the value of S&DT is reinforced by the fact that differences in capacity coupled with other factors contribute to a reality where global rules for all “a level playing field” does not inherently produce the same results for all. Global forces, which affect all nations, do not affect all nations the same in terms of costs and benefits associated with change.   

1.1.3 It is also to be understood that the developed countries are enjoying enforceable S&DT provisions under the WTO agreements on agriculture and textiles & clothing. The phase-out of subsidies, etc in agriculture is a major stumbling block, while the pernicious quota system in the textiles sector, after ten years of protectionism, will hopefully come to an end in 2005.

1.1.4 We recognise that all countries, especially the low-income, require the incorporation of special provisions in their trade policies while implementing the WTO agreements. S&DT provisions in the WTO agreements are to be seen as tools for enabling sufficient policy space for designing national development strategies.

1.1.5 We call upon WTO members, first, to undertake a fundamental rethinking of S&DT provisions, away from derogation from common rules and trade preferences, and towards rapidly building up the capacity of developing countries to participate effectively in WTO decision-making processes and negotiations and, second, to commit credibly to provide the resources needed for such capacity building. 

1.2 Agriculture
1.2.1 In 1999, the total value of support provided to agriculture in industrialised (OECD) countries was estimated at US$361bn. In terms of economic welfare, the OECD’s farm support is estimated to cost the developing countries about US$20bn per year. We call upon the OECD countries to immediately eliminate export subsidies on agricultural products and reduce their domestic subsidies to agriculture substantially within a short term. 

1.2.2 In addition, eliminating such distortions should not be conditioned on developing nations giving something in return as a ‘reward’ to developed nations. Such actions are the right thing to do, because of the expected increase in global welfare and economic efficiency. We call upon developing and least developed countries to identify those export subsidies of the OECD countries that are harming their economies. 

1.2.3 Many poor and marginalised farmers, especially in Africa, depend on specific agricultural commodities for their livelihoods. Falling international prices of many of these products, coupled with low capacity for value addition, are making these farmers (and their governments) vulnerable to the vagaries of unregulated markets. Many of these countries are heavily indebted and cannot trade their way out of debt with declining commodity prices. For instance, according to a report prepared by Oxfam, the average farm-gate price of coffee in the Kilimanjaro region of Tanzania is about US$0.28 per pound, which is nine percent of the average retail price of roasted and grounded coffee in the US. The report further points out that developing countries mostly export green coffee or beans while processing and value additions are done by transnational corporations in developed countries. Trade barriers in developed countries (in the form of escalated tariff structure in this case) have reinforced this pattern and have denied market access to value added products from developing countries. We call for the reversal of tariff escalation, which is hampering the growth of value-added agro-based industries in developing and least developed countries. We urge for a new institutional mechanism to oversee global commodity markets.

1.2.4 Cotton subsidies provided by developed countries to their farmers have direct implications on the livelihood of many farmers in poor countries. The economies of many poor countries (e.g. Chad, Burkina Faso, Mali, Benin) are heavily dependent on cotton. According to the World Bank’s “Global Economic Prospects 2004”, on cotton, the US provides US$3bn annually as subsidies to its producers, while the EU provides about $0.6bn each year. While the US and EU are maintaining high subsidies, several cotton-producing developing and least developed countries (especially in Africa) undertook substantial policy reforms including import liberalisation to increase the efficiency of their cotton sectors. In combination, the resulting global economic distortions were transmitted into the domestic market causing devastating declines in local productive capacity, income and negative returns on investment. Price and export prospects of such cotton exporting countries would be greatly improved if these subsidies by the developed countries were eliminated. We urge the US and the EU to completely eliminate subsidies on cotton production. 

1.3 Non-tariff Barriers
1.3.1 According to a World Bank study, the strategy of imposing trade barriers under various (non-tariff) guises by developed countries against the poor countries causes a loss of over US$100bn every year to the latter. As tariffs are decreasing, more and more non-tariff barriers are being created to block imports. Some of them are genuine for the purpose of protecting consumer health and safety, but most are for protectionist purposes. 

1.3.2 In particular, measures allowed under Article XX of the GATT (General Agreement on Tariffs and Trade) and the Agreement on Sanitary and Phyto-sanitary Measures could be used for protectionist purposes rather than their intended purpose of protecting the environment and health and safety of the human and animal population. Although the dispute settlement mechanism of the WTO could be used to address any egregious violation of the letter and/or spirit of WTO rules, it is legalistic, cumbersome and costly. Alternative mechanisms for identifying and quickly redressing any violations that affect developing countries should be explored. 

1.3.3 We call upon the developed countries to introduce an Ombudsman scheme for settling disputes (on account of non-tariff barriers) on market access of products originating from the developing and least developed countries. Donor agencies should also facilitate the formation of producer-consumer networks to address the adverse impact of non-tariff barriers on producers of poor countries. 

1.4 Movement of Natural Persons
1.4.1 The decade of 1990s saw much liberalisation in the cross-border movement of capital. On the other hand, the market for the other important factor of production, i.e. labour has been more restricted. Both from the point of view of consumer welfare and sustainable development, the removal of labour market distortions will increase global welfare. According to a study by L. Alan Winters of the University of Sussex, UK, an increase in industrialised countries’ quotas on the inward movements of both skilled and unskilled temporary workers equivalent to three percent of their workforces would generate an estimated increase of world welfare of more than US$150bn a year.  

1.4.2 Movement of natural persons is one mode of supply of (trade in) services as agreed in the General Agreement on Trade in Services (GATS) but very few commitments are extended to independent and temporary movement of skilled and unskilled workers. The existing commitments suffer from lack of clarity and uniformity in many aspects. We call upon WTO members to adopt a standalone agreement on movement of natural persons. Such an agreement will provide much needed focus on the issue and its relevance to economic development.  

1.5 Supply Side Concerns
1.5.1 Over the years, the problems vis-à-vis the realisation of market access opportunities, which the developing and least developed countries have faced so far, emerge from both the demand-side and the supply-side. Many of these countries are not in a position to capitalise market access opportunities due to supply-side constraints.  

1.5.2 We call upon the international community and donors to put more emphasis on supply-side issues. Enhanced debt relief and a substantial increase in development assistance for the poor countries will help them to use their scarce foreign exchange to import necessary capital goods to overcome supply-side constraints. 

1.5.3 We also call upon the international community and donors to set up a special fund for infrastructure development in developing and least developed countries.

1.5.4 Some of these (supply-side) constraints arise from the ineffective system of governance in many countries. Governments of these countries will have to provide a better and an enabling policy environment in order to realise the gains from trade and related economic activities. We call upon the civil society to work in partnership with the governments to create and continuously improve such an environment and also play the role of a watchdog to address systemic distortions vis-à-vis governance. 

II. Enhancing UNCTAD’s Role in the International Trading System

2.1 Repositioning UNCTAD in the International Trade regime
2.1.1 Since the establishment of UNCTAD in 1964, it has actively promoted the agenda of equitable treatment in international trade. The creation of the generalised system of trade preferences agreed at the fourth UNCTAD Conference in 1976 was an innovative and successful approach to the issue of better access for developing countries in the markets of the industrialised countries. 

2.1.2 The ideology of UNCTAD is different from that of the WTO. UNCTAD should operate on the principles of respecting development alternatives and the development and trade policy space required by the developing and least developed countries. It should recognise the imperative for countries, especially the developing and least developed, to customise their development policies as per their needs.

2.1.3 However, since the 1990s, UNCTAD’s role in influencing international trade policy is perceived to be less effective. The pre-conference text of UNCTAD XI (to be held in São Paulo, Brazil from 13th to 18th June 2004) too has maintained a relatively low profile regarding its future role vis-à-vis the international trading system. We call upon UNCTAD to reposition its role from the current state of being just a research, advisory and capacity building institution to a more influential force in international trade policy, especially to reflect and advocate the needs of developing and least developed countries.

2.2 Technical and Financial Assistance to Poor Countries
2.2.1 UNCTAD should put specific emphasis on technical and financial assistance towards improving the quality of products originating from these countries and for promoting best practises.

2.2.2 UNCTAD should also systematically promote an agenda based on defining and supporting the kinds of domestic economic policy approaches adopted in tandem with international trade strategies by the top economic performing developing nations in the last 50 years.

2.2.3 Many poor countries do not have the requisite capacity for trade negotiations. Other than building the capacity of trade negotiators of these countries, UNCTAD should facilitate the process of bolstering the negotiating capacity of poor countries by promoting regional coalitions. This will not only ensure greater bargaining power, but also some economies of scale in deploying scarce technical expertise. 

2.3 South-South Cooperation on Trade
2.3.1 UNCTAD should actively engage in promoting South-South cooperation on trade. Poor knowledge about the potentiality of products produced in the developing and least developed countries is an area, which needs targeted intervention. Several southern products are as competitive as those being produced in the industrialised countries but they lack the additional technical and financial inputs to engage in global marketing and distribution. Hence, most consumers are unaware of such products.

2.3.2 One particular area where UNCTAD should give special focus on South-South cooperation is the area of biotechnology and traditional knowledge systems. These areas offer some of greatest potential for new sources of wealth creation, resources to promote institutional and structural transformation and new sources of global competitive factor advantages in the 21st Century.  

2.4 UNCTAD and the Civil Society
2.4.1 Civil society organisations play a very important role in the international trading system through research (linking grassroots concerns with policy-making at the national and international level), advocacy, information dissemination and outreach (spreading knowledge about the impact of the international trading system on people’s livelihoods, opportunities and challenges of the changing trade regime). 

2.4.2 UNCTAD recognises these roles as necessary for making informed policy interventions. UNCTAD’s approach to partnership (with the civil society) for development should be based on facilitating: a) the relationship between the civil society and governments, so that they can engage constructively, b) the process of dialogues and consultations between and among the civil society and other stakeholders, and c) the co-management of joint programmes. In taking these initiatives forward, UNCTAD should establish a tripartite forum involving governments, the civil society and the private sector. This forum should periodically monitor and evaluate the means and achievements of UNCTAD’s initiatives on partnership for development.   

III. Finally…

3.1 Trade can play a vital role in generating conditions for economic growth and development to reduce poverty. However, trade cannot be looked as an end, but as a means to achieve an end. As the Make Trade Fair Campaign of Oxfam International states: “Well-managed trade has the potential to lift millions of people out of poverty. However, increased trade is not an automatic guarantee of poverty reduction. The experience of developing countries exposes the gap between the great potential benefits of trade on the one side, and the disappointing outcomes associated with growing integration through trade on the other.”  

3.2 We believe that trade can be a more efficient engine of economic development and poverty reduction than aid. Export promotion can concentrate income directly in the hands of poor, creating new opportunities for employment and investment in the process. International trade has the potential to act as a catalyst for economic growth and poverty reduction. 
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