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Background & Objectives






his conference was conceived as a step in the quest for growth across the

developing world through genuine partnerships and sincere cooperation.
However, at that time, it was not known that the latest ministerial talks on the
Doha Round at Geneva would be inconclusive. According to some estimates, the
Doha Development Round would have infused another US$ 136bn into the global
economy. This infusion may not be adequate, but the flipside is that the Doha
deadlock may lead to further down turn in the global economy, affecting the poor
most. This can happen due to increased protectionism, trade disputes and the
absence of the critical feel-good factor among businesses. The Doha Round was
launched in 2001 when the world was reeling under the impact of the 9/11
disaster.

The background of the July 2008 Geneva meeting was not that tragic, but the
food and oil crises did lead to a grim atmosphere. Thus, the meeting was already
pregnant with issues that need to be deliberated on. However, despite the
inability on the part of countries to arrive ata

deal, the international environment is still
marked by an air of optimism. Many countries
have volunteered to keep their July 2008 offers
on the table for the future.

This conference was conceived
as a step in the quest for growth
across the developing world
through genuine partnerships
and sincere cooperation.

However, at that time, it was not
known that the latest ministerial
talks on the Doha Round at
Geneva would be inconclusive.

As the worthy Indian trade minister Kamal
Nath said, “It’s a pause and not the end of the
road”. The indefatigable Director General of
the WTO, Pascal Lamy rightly reported to the
General Council on July 31, 2008 that the Trade Negotiations Committee had
heard “multiple strong calls for preserving the package that had been so painfully
negotiated in order to conclude this round successfully”. Quite prophetically,
he said, there is no doubt that “looking at what is on the table now, members
believe that the Doha Round is still worth fighting for”.

Onamore sombre note, the UNCTAD Secretary General Supachai Panitchpakdi
observed: “The failure of the talks this week is undoubtedly a setback to the
multilateral trading system. It adds to a growing list of global development
challenges that must be confronted by
countries in order to create the necessary and
conducive conditions to promote
development, eliminate poverty and accelerate
the achievement of the UN Millennium
Development Goals”.

As the worthy Indian trade
minister Kamal Nath said, “It's a
pause and not the end of the
road”.

Kamalesh Sharma, Secretary General of the Commonwealth Secretariat noted,
“Despite the current impasse, it is important that the advances already made
over seven years are not lost. “For the poorest, smallest and most vulnerable
states, all these are partial gains on which to build. This setback should not be
allowed to undermine the concept of multilateralism, and the potentially large
gains to be made by the global economy.”
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The collapse came because developing countries were asking for justified
protection against import surges in farm goods through a special safeguard
mechanism so that their poor farmers are not adversely affected by the hugely
subsidised agricultural goods from the West. Egged on by their agribusiness
lobby, the US could not agree, saying they need to have real market access into
developing countries in exchange for a cap on their agricultural subsidies, which
is twice the present applied level. The more sensitive issue of cotton subsidies
were not even discussed for a resolution.

This was not just an emotional issue. The well-being of a poor nation is tied to
the well-being of its farmers. They number about 58.5 percent of the workforce in
the low-income countries, whereas only 3.2 percent of the workforce is engaged
in agriculture in the high-income countries.

A country cannot hope to prosper unless food
By not bowing to commercial production keeps up with demand; huge
Interests, trade ministers of low-  4onendence on the rest of the world for staple
income countries have . R . R
collectively made a momentous ~ f00ds will always produce instability in the

contribution to the preservation balance of payments and sabotage growth.

and advancement of the The plight of the cotton farmers in West Africa
livelihood security of millions i continue to remain blighted. Unless
of farmers from all over the

developing world. farmers are able to prosper and plough back

some of this prosperity into the enhancement
of agricultural productivity, the onward march of a nation to higher levels of
well-being will be threatened.

By not bowing to commercial interests, trade ministers of low-income countries
have collectively made a momentous contribution to the preservation and
advancement of the livelihood security of millions of farmers from all over the
developing world.

The idea of organising this conference was conceived a year ago in the backdrop
of slow progress at the WTO Doha Round of negotiations. The Doha Round was
dubbed as a Development Round even though a completely successful Doha
Round cannot possibly solve the serious developmental problems in most of the
poor countries, many of which are domestic in nature and need to be addressed
domestically. Besides, significant domestic supply and governance constraints
limit their ability to take advantage of increased global trade and investment
flows.

Many poor countries are now concerned that the possible outcomes are unlikely
to offer anything meaningful to them since prospects of significant real reductions
in market access barriers faced by many of them are dim.

An overwhelming majority of African, Caribbean and the Pacific group of
countries are realising that their preferential trading arrangements with the
European Union, which will be transformed to WTO-consistent reciprocal
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preferential schemes, can hardly help to increase their share in world trade and
deliver development.

Whilst international trade is still recognised as an important vehicle for fostering
economic growth, lack of supply-side capacity along with market access barriers
have reduced development opportunities for a large number of poor and
vulnerable countries, thus threatening the achievement of their development

goals.

There is a widespread
recognition of the need for
developed countries to help
their developing counterparts
achieve development goals,
which necessarily go beyond the
development elements
envisaged in the Doha Round
and EPA (Economic Partnership
Agreements between the EU and
the ACP group of countries)
negotiations.

There is a widespread recognition of the need
for developed countries to help their
developing counterparts achieve
development goals, which necessarily go
beyond the development elements envisaged
in the Doha Round and EPA (Economic
Partnership Agreements between the EU and
the ACP group of countries) negotiations.

The reality is that the eighth Millennium

Development Goal, the MDG-8, which stresses the importance of a global
partnership for development remains largely rhetorical. There is no firm and
concrete commitment by the high-income countries to reform their trade regimes,
to provide effective opportunities and take concomitant measures to assist poor
countries in their fight against poverty.

The direction and priorities of trade, aid and debt policies, the principal ways
through which the North interacts with the South, are perceived by the South to
be largely decided in the North. Yet they have profound impact on the socio-
economic fabric of countries in the South. It is high time that both North and
South are at least equal partners in the choice
of schemes and modes of development

impacting the latter. Many observers are of the view

that now, when the expectations
of the developing countries

Many observers are of the view that now, when
the expectations of the developing countries
from Doha and EPAs are quite low, an
emphasis on a broad development agenda
with a clear delineation of commitments and
obligations of the North and the South might
provide an opportune avenue for triggering
joint  North-South engagement in
development cooperation.

from Doha and EPAs are quite
low, an emphasis on a broad
development agenda with a
clear delineation of
commitments and obligations of
the North and the South might
provide an opportune avenue
for triggering joint North-South
engagement in development
cooperation.

With this in view, the conference was organised involving important stakeholders

from various corners of the globe.
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The specific objectives of this conference were to:

e assess the impact of the increasing delay at the Doha Round of negotiations
on LDCs and SVEs and the prospects for achieving their enhanced and
beneficial participation in world trade;

e discuss the scope for cooperation between developed and developing
(including least developed) countries over and above multilateral trade talks
and regional trading arrangements, including supply-side reforms, to
strengthen the link between trade, growth and poverty reduction in the world,;

e identify the scope for and means of ensuring fuller and more effective
participation by developed and the more advanced developing countriesin
the advancement of growth and development in the rest of the world; and

e based on the above, to formulate concrete recommendations for making the
global partnership for development more effective.
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Key Message
Multilateralism will Reinvent
Itself in a More Resolute
Avatar






louds of doubt and despondency loomed over the future of multilateralism

at the very onset of the Conference with the mini-ministerial talks hosted
by the WTO at Geneva flopping. The deliberations at the meet, however, blew
away these clouds and blazed a new bright trail for multilateralism in the near
future.

The need for a just and equitable framework for trading relations was recognised
as an imperative under the Millennium Development Goal-8, and its creation
through the development of the following features was recommended:

e donors living up to their commitments for provision of additional and
unconditional aid;

e countries themselves structuring their domestic and international policies
to be mutually compatible and in sync with international trading rules;

e minimisation of privately installed non-tariff barriers;

e dismantlement of regulatory barriers to trade in services which nullify
productivity increases or block market access;

e simple, well-defined, easily interpretable and broad-based trading rules
which encourage wider participation across countries in trade with possible
gains for the weakest members of the WTO; and

e inter-governmental organisations to work coherently to achieve the above
features.

The mentioned measures would serve as a crucial step towards mainstreaming
trade into development and vice-versa. However, it has to be accompanied by
aid for trade which could be utilised strategically to meet the adjustment costs
associated with a transfer to more open

regimes. More importantly, to buttress the As the deliberations of the

supply side that prevents least developed
countries (LDCs) and small and vulnerable
economies (SVEs) from becoming effective
exporters. Such aid, it was felt, needs to be
dispensed on the basis of the declared needs
of potential beneficiaries and a rigorous and
transparent appraisal mechanism.
Furthermore, aid coherence is very critical
and the Paris Declaration must be followed
in letter and spirit.

conference unfolded, all fears
about multilateralism or even
the Doha Round dying an
untimely death were totally
dispelled. This was evident in
the spirited speeches and
interventions of delegates and
an expression of their resolve to
support multilateralism as a
medium for honing interna-
tional trading relations.

These and other capacity development programmes for the benefit of LDCs and
SVEs, it was recommended, should take into account the specific characteristics
of each country or at least those of groups of similar countries.

As the deliberations of the conference unfolded, all fears about multilateralism
or even the Doha Round dying an untimely death were totally dispelled. This
was evident in the spirited speeches and interventions of delegates and an
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expression of their resolve to support multilateralism as a medium for honing
international trading relations. It gradually became clear that the flop was but
another ‘bump’ on the road which would not mark the demise of multilateralism
but its resurrection in a new, better suited and more resolute avatar.
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Executive Summary






he conference provided a historic opportunity and responsibility for the

trade community at large because it was held in the backdrop of the latest
ministerial talks on the Doha Round at Geneva in July 2008. Collective
deliberations in this meet at a particularly difficult time in international trading
relations renewed the hope and commitment of all to a more prosperous, equitable
and united world.

At the Inaugural Session, the speakers noted the slow progress of the Doha
Round of negotiations, which is hampering the contribution of the international
trading system to the development process, particularly that of the poorest
countries, as well as the inability of donor countries to live up to their commitment
in delivering aid to developing countries. They called for more cooperation not
just between the North and South, but also among countries of the South and felt
that more equity should be built into the current architecture of international
policymaking.

The following are some of the major issues that emanated from the Inaugural

Session:

e The importance of achieving the Doha Development Agenda and making
the WTO more equitable if global trade is to bring about real benefits for the
poor in developing countries, and contribute to the development process;

e The significance of undertaking the commitments already made, the
achievement of the MDG-8 that is, in increasing the volume and effectiveness
of aid to developing countries; and

e The requirement of change in the mindset/attitude in global policymaking
in order to achieve real cooperation and

partnership. At the Inaugural Session, the
speakers noted the slow

. . . progress of the Doha Round of
Session | focused on key issues relating to the Egsite e, Wi 5

challenges facing LDCs and SVEs in the hampering the contribution of
international trading system. T. N. Srinivasan the international trading system
suggested that: LDC/SVE programmes be ‘Oarttri‘su‘ljz;’le"m;eg; f}:gcesi}est
de5|gne<_j more at the country-specific Ieve_zl; Eoumrie& );S well as thep
protection/preferences should remain jnability of donor countries to
temporary measures, with domestic policy live up to their commitment in
supporting competitiveness; developed delivering aid to developing
countries make more genuine commitments; countries.

and that global institutions be reformed to

better address the needs of LDCs/SVEs. The discussants and questions from
the audience emphasised the importance of the WTO addressing the issues of
LDCs/SVEs better, the role and poor delivery of preferences, the need to address
supply-side constraints and the importance of regional cooperation.

In Session 11, current deliberations on aid for trade and the implementation
processes as well as the nature of adjustment issues arising from trade reforms
and liberalisation were discussed. It was stressed that the role of the private

¥
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sector should also not be ignored as private sector has played a significant role
in addressing supply-side constraints and infrastructure development. The
discussion also focused on the need to implement schemes like aid for trade at
the regional and national level; in this context needs assessment in developing
countries and LDCs in order to better define the package is important.

Session Il discussed the mechanisms of aid for trade strategies through a case
study of efforts made by the UK in this regard. The session focused on means for
developing an efficient mechanism for allocating aid for trade and implementing

associated development programmes after

Current deliberations on aid for  jdentification of beneficiaries.
trade and the implementation

processes as well as the nature

of adjustment issues arising In Session IV, the presentation focused on the
from trade reforms and challenges of services liberalisation and
liberalisation were discussed. domestic regulation in line with the General

Agreement on Trade in Services (GATS)
among members of the WTO in view of the current proceedings at the WTO. The
key suggestions include the need to address specific issues in the areas of
licensing requirements, qualification requirements, procedures, and technical
standards. There is need to ensure that their enforcement is not a barrier in itself.
Developing countries need to assess their needs in setting their agenda for seeking
technical assistance which should include services. If liberalisation in the
services sector is to succeed and result in economic growth, it must be supported
by concomitant structures and policies such as competition and regulatory
policies.

Session V unanimously concluded that the WTO system has to ensure equity
and participation to mainstream development into the organisation. The WTO
has become pro-development over the years with increased participation of the
developing countries and specific initiatives within the system. The challenge
is in ensuring enhanced effective

There was an unanimous participation of the developing countries

conclusion that the WTO system . .
S 1 CHEWE Cruly) e through enabling environments.

participation to mainstream
development into the While emphasising that Trilateral
organisation. The WTO has Development Cooperation (TDC) is a
?hee‘:wispwi'tﬂei\ﬁfe‘g:;t over potential framework for aid to be more
participation of the developing  €fficientand productive, Session VI reviewed
countries and specific merits and problems/challenges in the
initiatives within the system. existing trends in TDC. It presented
illustrations from the experiences of China
and Africa to draw lessons for the implementation of TDC in a country-specific
context. It was acknowledged that TDC can assist a recipient country in achieving
its ultimate objective of economic sustainability but associated limits on the
policy space of the recipient country were sighted as a major issue. The Paris
Declaration on aid effectiveness does provide some policy space to the recipient
countries, but these poor countries lack good local institutions to successfully

1
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put in place a suitable policy. Therefore, forthcoming new development aid is
increasingly moving towards policy influencing and capacity-building activities.

In Session V11, a pressing need for better political will and leadership on the part
of member countries was highlighted and emphasis was laid on the need to
understand an increasingly complex
. , relationship between the multilateral trading
The world trading system is .
becoming more complex and the Systém on the one hand and the growing
same needs to be simplified. number of preferential trade arrangements on
This is a crucial factor since it the other. The discussion suggested that
25 e [poiitel o el improvement in participation of member
developing countries increase . .
their participation in the wTo  countries in global trade and better
system. institutional coherence are needed.

In the Closing Session, the speakers noted the importance of the conference and
acknowledged the rich discussion that had taken place over the two days. The
key messages that emerged were:

e Theworld trading system is becoming more complex and the same needs to
be simplified. This is a crucial factor since it has the potential to help
developing countries increase their participation in the WTO system;

e |tisimportantto conclude the Doha Round of multilateral trade negotiations
and frame a right developmental agenda for the benefit of all, particularly
the poor; and

e All countries are committed to achieving the MDGs and international trade
can and should play an important role in this regard. However, there are
new issues that are emerging such as climate change, food and oil crises.
There is a need to analyse these emerging issues in the light of the WTO
process.

cuTs™
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[Inaugural Session

Global Partnership for
Development:
Where do we stand?






Introduction

The Global Partnership for Development Conference was conceived against the
backdrop of the slow progress in the Doha Round of trade negotiations by the
WTO members. It is meant to take stock of the progress made in achieving the
MDGs, especially MDG-8 (Global Partnership for Development).

The Inaugural Session was addressed by several dignitaries: Pascal Lamy,
Director General of the World Trade Organisation; Kamal Nath, Commerce &
Industry Minister of India; Supachai Panitchpakdi, Secretary General of the
United Nations Conference on Trade and Development; Ransford Smith, Deputy
Secretary General of the Commonwealth Secretariat; Rajan Bharti Mittal, Vice
President of the Federation of Indian Chambers of Commerce & Industry; Pradeep
S. Mehta, Secretary General of CUTS International; and Amit Mitra, Secretary
General of FICCI. It was jointly organised by CUTS International and FICCI. The
panelists discussed the current state of play with regard to MDG-8 and other
important issues, which need to be addressed to achieve a real and meaningful
global partnership for development.

More than 500 participants, including about 120 international delegates attended
this meet.

Proceedings

Welcoming the dignitaries and participants,
Amit Mitra said that at this important juncture At this important juncture of the
of the functioning of the international functioning of the international
economic order in general, and international ?nctc;rr]r?gilgngrldter;éri]ngegfsri’rna?r?
trading system in particular, this eve:\ntjointly particular, this event jointly
organised by an NGO and an industry organised by an NGO and an
association, and involving participation of a industry association, and
diverse set of stakeholders provides a historic nvo!ving participation of a

. - . diverse set of stakeholders
opportunity for finding Ol_Jtvarlous means for provides a historic opportunity
a better global partnership for development for finding out various means
and deliberating on the necessity of for a better global partnership
concluding the Doha Round of trade for development.
negotiations as soon as possible but without

compromising on its development objectives.

Pradeep S. Mehta emphasised the historic timing of this occasion — the first
meeting which would address contentious issues after the collapse of the WTO
mini-ministerial meeting in Geneva in July 2008. He stressed that despite its
pro-development nature, the Doha Round cannot solve the critical problemsin
most developing countries; aid is not helping them to increase their share in
international trade as they are hampered by a lack of supply-side capacity.
Thus, rich countries need to help the poor countries beyond the Doha Round.

¥
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Rajan Bharti Mittal stressed the importance of adopting an inclusive approach
for globalisation and a multilateral platform where critical issues, needs and
views of all partners can be discussed. According to him, India and other
developing countries have a lot to offer to the
Despite its pro-development poorest countries of this world, especially in
nature, the Doha Round cannot  aqriculture and areas such as textile, services.
Smoc:‘s’f ézseﬁgmﬂ Egﬂ&'ﬁg;'gid However, this potential can only be fully
is not helping them to increase  €Xploited if developed countries cooperate
their share in international and provide the necessary support and
trade as they are hampered by a  mgarket access. He said this conference would
lack of supply-side capacity. provide valuable ideas towards a successful
conclusion of the Doha Round.

Ranford Smith questioned the extent to which global trade talks and development
partnerships have been contributing to building a rules-based transparent,
accountable and equitable global system, particularly in addressing the needs
of LDCs and SVEs such as small island states as their needs are diverse. The
commitment of developed countries to help developing countries achieve real
development goes much beyond global trade, he said. He stressed the need for
the Doha Round to reconsider the special needs of LDCs and SVEs.

Supachai Panitchpakdi expressed the hope for brighter perspectives coming
out of this conference for the future despite recent failures. He said the successful
implementation of the global partnership for development needs a properly
functioning world trading system with beneficial impacts for the participants.
He stressed on the need for trade negotiations to be buttressed by technical
assistance which can integrate the developing countries better into the global
scene He also suggested finding new funding arrangements in addition to
official development assistance by the rich countries to address new issues like
food crises.

. Pascal Lamy added that the WTO mandate
The WTO mandate constitutes  constitutes an important element in

an important element in .
development and poverty development and poverty reduction. Trade,

reduction. Trade, can be a according to him, can be a powerful
powerful development tool. development tool. However, opening to trade
LI (i TO (b would be beneficial only if accompanied by
would be beneficial only if . d . lici Bal d
accompanied by appropriate appropriate domestic policies. Balance

domestic policies. international cooperation across the board

and trade openness alone cannot bring about
growth and development. He pointed out that in these turbulent times, when
multilateralism is being challenged, we need more organisations like CUTS to
bridge differences and build a real global partnership for development.

Kamal Nath underlined the importance of endorsing development as the bottom
line of global trade talks and the need to change the mindset/attitude so as to
break the current deadlock. He called for equity to be integrated into the current

1
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architecture so that trade integration can be achieved and be meaningful for
people in developing countries. Global trade talks should not be about the survival
of the fittest, but the revival of the weakest, and about reducing poverty, not
increasing wealth. He thanked CUTS and FICCI for organising this event at this

critical juncture.

Pradeep S. Mehta acknowledged the
participation of various dignitaries and the
support of the Government of India;
Commonwealth Secretariat; Commonwealth
Foundation; World Bank; UK’s Department
for International Development; the French

Development is the bottom line
of global trade talks and the
need to change the mindset/
attitude so as to break the
current deadlock.

Development Agency (AFD); Government of the Netherlands; International
Development Research Centre of Canada; Friedrich Ebert Stiftung, Germany;
and the Government of Norway. He thanked FICCI for partnering and hosting

this event at their premises.
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Session I

LDCs and SVESs in the

International Trading System:
What future for them?






Introduction

This session deliberated on opportunities and challenges faced by the LDCs
and SVEs in the international trading system. Possible mechanisms of interaction
of trade, growth and poverty reduction in the developing world on the one
hand, and their presence or absence as well as their strength in the specific
context of the LDCs on the other, were discussed. The scope for public policy at
national and international levels was debated.

Despite two decades of trade liberalisation and other market reforms and
significant levels of development assistance, LDCs and SVEs still remain
marginalised in global markets and their citizens struggled to produce and
trade at levels that can help them alleviate poverty. This session focused
discussion on how the international trading system can better address the needs
of LDCs/SVEs, how inclusive growth and trade development can best be
stimulated in LDCs/SVEs and the role that the international community can
play in partnering LDCs/SVEs in addressing the economic development
challenges they face. T. N. Srinivasan, Professor of Economics at the Yale
University, USA, presented a paper on this

subject. Mustafizur Rahman, Executive Despite two decades of trade
Director of the Centre for Policy Dialogue, !iberalisation and other market
Dhaka and James S. Kuleiye, Principal Lf\?ég’;rﬁg:t ?g;'sft';ﬁgéllf_vs(':ss of
Customs & Trade Officer, East African and SVEs still remain
Community Secretariat, Arusha, were the marginalised in global markets
designated discussants. Edwin Laurent, a'r‘g‘dtjhc‘ifa‘;iéiztfgjesgulge%ﬁstihat
Ad\{lsor & Head, In_ternatlo_nal Trade an_d Ean e i T A G
Regional Co-operation Section, Economic

Affairs Division, Commonwealth Secretariat,

moderated the session

Proceedings

T. N. Srinivasan presented his views on key issues relating to the challenges
facing LDCs and SVEs in the international trading system, including the
following:

There is a strong consensus that LDCs need to receive special treatment in
international agreements and in terms of cooperation, but it is questionable
whether LDCs with their great variety in terms of economic, social and
geographical characteristics should be treated as a group. They are only really
linked in terms of outcome variables.

Trade and openness has the potential to create growth and benefits for all,
including the poorest. However, case studies (including those produced by
CUTS through the Linkages between Trade, Development and Poverty project)
shows that the impact on countries and groups within them is often significantly
influenced by domestic policies.
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Itis clear that LDCs and other vulnerable economies need special treatment in
trade agreements. However, this should be in the form of extended
implementation timeframes not permanent exemptions/preferences as the latter
removes incentives for domestic policy reform, which is what delivers
development outcomes. It is also clear that LDCs lack a strong voice in global
trade governance.

The response of the international community to the challenges posed by LDCs
in benefiting from globalisation, has to date been illustrated by limited
commitment. The Integrated Framework has not been supported and donors

have not yet moved beyond rhetoric in

There is a strong consensus that '€SPONSe to the aid for trade initiative.

LDCs need to receive special

treatment in international The Doha Round has already been discussed
agreements and in terms of at length; the question is whether the single
33223;?;%?{; Svuﬁe'thg Lpcs witn | Undertaking helps to conclude a deal or
their great variety in terms of whether de-linking its individual elements
economic, social and can provide a stimulus. In conclusion, there
geographical characteristics is currently no genuine partnership for
?22;"1 rze otr:f;tf:al?; L development with progress hampered by a
terms of outcome variables. lack of consensus on what needs to be done

and limited concrete commitments from the

international community. The following recommendations would be

appropriate:

e To downsize the World Bank and focus its work on countries that cannot
access global finance (i.e. less support for China and India);

e Toensure that the IMF sticks to its core mandate and reduces its involvement
in day-to-day development management (i.e. leave PRSPs alone);

e Toreform the governance of the World Bank and IMF so developing countries
have more of a say in how they function;

e To reform key aspects of the WTO i.e. excluding IPRs from its mandate,
improving capacity-building, making dispute settlement more developing
country-friendly, clamping down on FTAs.

Mustafizur Rahman emphasised the importance of focusing more attention on
why LDCs are not progressing, suitable approaches to sequencing and
designing trade policy reforms, operationalising duty and quota free access at
the WTO and improving the efficacy of trade preferences (especially by reforming
rules of origin).

James Kuleiye emphasised the importance of tackling supply-side constraints,
ensuring developed countries make genuine commitments of support, and
paying attention to the challenge, openness has posed to domestic production
and trade in the poorest countries and implementing comprehensive packages
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of domestic reforms and not piecemeal approaches.

Questions and remarks from the audience

focused on the following:

e Respect for regional cooperation
programmes when dealing with LDCs;

e Theimportance of foreign investment;

The role of preferences;

e The need to organise the poor to advocate
their concerns; and

e The importance of gender issues being
addressed.

Conclusion

There was a consensus amongst
participants that there is a long
way to go before a genuine
partnership for development in
relation to trade emerges. The
international trading system
does not adequately address the
issues of utmost concern to
LDCs/SVEs; the voice of these
countries is marginalised in the
system of global economic
governance and the commit-
ments of the international
community to LDCs/SVEs are yet
to be operationalised.

There was a consensus amongst participants that there is a long way to go
before a genuine partnership for development in relation to trade emerges. The
international trading system does not adequately address the issues of utmost
concern to LDCs/SVEs; the voice of these countries is marginalised in the system
of global economic governance and the commitments of the international
community to LDCs/SVEs are yet to be operationalised. At the same time, new
thinking is needed on how to develop country-specific trade development
programmes, with emphasis on necessary domestic reforms and achievement
of balance between openness and trade empowerment measures.
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Session I

Operationalising Aid for Trade:
Who is (should) doing (do)
what?






Introduction

There has been a growing academic and policy interest in recent years on whether
and how to impart additional support to enable developing countries to adjust
to trade reform and greater international integration. The aim of this session
was to review the arguments and issues surrounding the aid for trade debate,
and specifically to review and assess the nature of the adjustment issues arising
out of trade reform/liberalisation.

The panelists included Chris Milner, Professor of Economics at the University
of Nottingham, UK; Miguel Rodriguez Mendoza, Senior Fellow at the
International Center for Trade and Sustainable Development, Geneva; Rajesh
Aggarwal, Senior Advisor at the International Trade Center in Geneva and Per
Botolf Maurseth, Senior Researcher at the Norwegian Institute of International
Affairs in Oslo. It was moderated by Shishir Priyadrshi, Director of WTO'’s
Development Division.

Proceedings

In his presentation, Chris Milner mentioned : :
that the rationale for aid for trade can be traced I;‘:‘ g‘;“t‘:;‘caés L‘;rc If'tdo ft‘;re t;gggs
bac_k to the 1990s, although this Process |oihough this process mainly '
mainly focused on trade policy reforms with focused on trade policy reforms
emphasis on macroeconomic stability and with emphasis on
sequencing and timing in order to make trade Macroeconomic stability and

licy sustainable. However, trade policy S°duencing and timing in order
policy o ! p Y to make trade policy
reforms were not sufficient; hence, there was systainable.
a need for aid for trade to address supply-
side constraints. He further mentioned that to succeed, it has to be complemented
with a commitment for additional funds from donors as well as ownership by
the developing countries and LDCs as these countries should determine the
composition of the aid for trade package. Linkages between aid for trade and
trade policy reforms should also be linked in order to achieve the implementation

of the process.

Miguel Rodriguez Mendoza highlighted the need for the WTO to commit itself
to aid for trade as this will enable developing countries and LDCs to participate
fully in international trade by facilitating market assess. He also re-emphasised
the fact that aid for trade will enable the underdeveloped countries overcome
supply-side constraints, enhance knowledge about markets and develop
infrastructure. Hence, there is a need for analysing how much aid is required as
this is not clear yet.

However, a report by the Organisation for Economic Cooperation and
Development reveals that between US$ 20- and 25bn of aid for trade will be
required on an annual basis. It is not yet clear whether these would be additional
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funds and whether full commitments have been made. He further proposed the

way forward as follows:

e | DCsand developing countries will need to get more organised,;

e They will need to identify specific projects to address their needs in order to
access aid for trade; and

e These countries will have to table these facts to the donors and lobby for
financial support. It is also important that a sense of ownership is instilled
in the developing and LDC countries for the success of aid for trade.

Rajesh Aggarwal looked at the role of the private sector in implementation of aid
for trade. He started by mentioning the important roles that the private sector
has performed in the past in advocating for policy reforms, infrastructure
development and addressing the supply-side constraints. In this regard, aid for
trade would assist the private sector build their capacity in meeting the above-
mentioned goals. Aid for trade should continue to assist the development of
infrastructure including development of laboratories to overcome SPS challenges
and technical know-how. He further mentioned that public private partnership
(PPP) should be further strengthened and highlighted how small and medium
enterprises (SMEs) could benefit from aid for trade: assistance for collective
selective market access, data analysis of markets, provision of linkages with
value chains, assistance for addressing SPS

A report by the Organisation for challenges and finally assistance for accessing

Economic Cooperation and credit (as mostly SMEs are denied the chance

Development reveals that R

between US$ 20- and 25bn of aid L0 acquire loan due to lack of collateral).

for trade will be required on an

annual basis. It is not yet clear The last speaker, Per Botolf Maurseth
clreuen fnese wenle be e mentioned that aid would help in developing

tional funds and whether full . L .

commitments have been made.  N€gotiating capacity, infrastructure capacity,

increasing exports as well as making trade-

related adjustments. However, the definition of aid for trade is not yet known
and will only be defined when the developing countries and LDCs present their
needs; hence, there is a need for integration of aid for trade in regional and
national development strategies.

Questions and comments mainly focused on the definition of and perceptions
regarding aid for trade of different stakeholders in the trade arena as well as the
guestion of additionality in commitment by donors. It was said that the only
concrete conceptualisation of aid for trade has been provided in the enhanced
integrated framework. Participants also appreciated the fact that aid for trade is
now being recognised in the WTO. In the recent past, the slogan had been “trade
not aid”. It was also felt that discussions on aid for trade needs to shift to
regional levels and need-assessments of various countries/regions should be
undertaken.
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Conclusion

Aid for trade can go a long way in assisting developing countries and LDCs in
developing their capacity to produce and trade, thereby integrating them into
the global partnership for development. Currently these countries are not
participating fully in the trading system in
Aid for trade can go a long way  terms of negotiations as well as taking
1] SIS Clate elathg) advantage of market access. In order to
countries and LDCs in . . .
developing their capacity to |mpl_er_nen_t aid for trade gffectlvely,
produce and trade, thereby participation of all the major players
integrating them into the global including governments, donors, private sector

partnership for development. and civil society organisations is needed.
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Session III

UK’s Aid for Trade Strategy:
Lessons for Future Effective
International Trade and
Development Architecture






Introduction

Continuing the discussion from the previous session, Rachid Benmessaoud,
Acting Country Director of the World Bank’s India office invited Claire Durkin,
Director, Europe, International Trade & Development, UK Government, to discuss
UK’s strategy on aid for trade. He began the session by saying that the debate on
‘aid for trade’ has become a burning issue. The reform process around the globe
has led to questioning of the very mechanism for providing aid for trade.

Aid for trade must be an integral part of a developing country’s growth strategy.
It has to be used as an integrated, strategic economic tool, not as a means of
providing off-the-shelf aid supplies. Planning such spending is complex and
needs to be country-led. It needs to be focused on building capacity and
capabilities for sustainable trade and development. Adding to this complexity
are the bilateral and multilateral aspects of aid for trade. The UK’s aid for trade
strategy aims to show how we can together tackle the challenges of transforming
the economic trading infrastructure of a fast developing nation.

Proceedings

Claire Durkin began by quoting Thomas Macaulay (1824): “Free trade, one of
the greatest blessings which a government can confer on a people, is in almost
every country unpopular”. She presented UK’s policy and strategy on aid for
trade as well as its major successes and failures. She also made some
prescriptions to guide the mechanism.

Speaking on UK’s aid for trade
Durkin said that trade and foreign direct strategy, there was emphasis on
investment always goes hand-in-hand e need for increasing capacity
. . g . . within developing countries to
implying that aid which stimulated ,4e so that they can be
investment would also stimulate trade. Thus, integrated successfully into the
aid for investment is indirectly aid for trade. global economy whilst easing

the costs of adjustment.
She presented the current tariffs on
agriculture products at the regional and global level and emphasised that
developed country tariffs on agricultural products are still too high while those
of developing countries are still moderate. The speaker was critical of UK’s
North Sea policy and cotton policy.

While speaking on UK’s aid for trade strategy, she emphasised the need for
increasing capacity within developing countries to trade so that they can be
integrated successfully into the global economy whilst easing the costs of
adjustment. The challenges are as follows:

e Cutting transport costs;

e Upgrading trade-related infrastructure;

e Increasing regional trade & integration;

e Expanding, diversifying & adding value to agriculture & manufacturing;
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e Improving trade & investment climate;
e Managing adjustment.

Conclusion

Aid for trade can act as a powerful tool for enhancing supply-side capacity and
reducing transaction costs for carrying out trading activities. However, the
mechanism for allocating aid and identifying beneficiaries has to be well thought
out.
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Session IV

Services Liberalisation and
Domestic Regulation:
Why it is so important?






Introduction

Domestic regulation is a very complex issue in services trade policy formulation.
On the one hand, it is necessary to ensure consumer protection, services
standards and several other public interest objectives, and on the other, it can
act as a very significant restriction and curtail the market access granted to
foreign service suppliers in any trade agreement. This session examined various
issues regarding service trade liberalisation and domestic regulation and their
implications for effective market access.

Issues of consumer protection, discipline, standards and regulation have been

said to contribute to the complexity of these issues. In many instances these

issues have resulted in barriers to market access. This session, therefore, aimed

at:

e The examination of various issues regarding services trade liberalisation
and domestic regulation; and

e Theanalysis of the implications of liberalising services in trade and its effect
in ensuring market access.

The moderator, Jayant Dasgupta, Joint Secretary at the Department of Commerce,
Government of India, opened the session by reiterating the challenges in services
liberalisation; chief among them being the fact that domestic regulation has led
to an increase in trade barriers, both implicit like visa requirements, different
rates of taxation and explicit barriers such as qualification requirements. These
measures, as he pointed out, have mostly been counterproductive and ‘more
burdensome than necessary’, yet are expected to serve domestic policy regulation
purposes. Ramesh Chaitoo, Head of Services
Trade Unit, Caribbean Regional Negotiating Domestic regulations, both
Machinery made a presentation on the g:zz:mmz‘tzfry ?rr“:tir(‘)?]';'m g
subject while B. K. Zutshi, Former Indian 225 8 reqﬁiremem) e
Ambassador to the GATT (the General pecome barriers to trade, an
Agreement on Tariffs and Trade; the aspect that has practically
predecessor of the WTO) and R. S. Khemani, !ocked out foreign

L. . . . professionals.
Principal, Microeconomics Consulting &
Research Associates Inc (MiCRA),
Washington DC were the discussants.

Proceedings
Ramesh Chaitoo emphasised on the following issues:

Domestic regulations, both discriminatory and non-discriminatory (nationality
and residency requirement) have become barriers to trade, an aspect that has
practically locked out foreign professionals.
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Multilateral negotiations have attempted to craft generic disciplines in three key
areas, namely, requirements for qualifications and procedures, technical
standards and licensing requirements.

These disciplines have tried to ensure that the requirements are objective and
transparent: they are not more burdensome than necessary in ensuring quality
and licensing. These disciplines do not restrict supply of services.

Negotiations on domestic regulations, however, experience limitations as
professions are controlled by their associations and bodies. National treatment
and scheduled barriers are not subject to rule making on domestic regulations.
In January 2008, requirements for the disciplines were published, key among
them being that of ensuring transparency by publishing information on all
requirements and processes for foreign suppliers. How this was to be done was
contentious, whether electronically, through print, etc.

Licensing requirements need not act as trade barriers; technicalities and
standards set by developed countries have made supplying services very difficult
for some developing countries. Furthermore, transparency and predictability
need to be imbibed in the same. Other issues that the speaker emphasised were
the need for impartial procedures and ample time frame in processing. Reasons
for rejection of application should be given. One issue also under discussion is
whether application fees in license processing should reflect administrative
costs or should also incorporate a revenue element.

On qualification requirements and procedures, the speaker pointed out
competency, verification and assessment as areas to be observed.

On technical standards, the speaker raised a key query on whose standards
these should be. He held that if a subject is of domestic nature, it should not be
overtly difficult or different from other countries. A key challenge that he pointed
out was on the capacity of small countries to develop standards.

Other key challenges that he posed included: whether LDCs should be exempted
from rules and also on the kind of technical assistance (TA) that needs to be
given to these countries in meeting regulations overseas.

In conclusion, he pointed out the existence of challenges of liberalisation in the
absence of a regulatory regime. The liberalisation of a sector should send a clear
signal that government will regulate it.

Developing countries need to focus on services sector development or regulatory
regimes in TA programmes; this is currently focussed on goods. WTO rules on
domestic regulations will only help to some extent. Mutual recognition of
gualifications among professionals should be encouraged. Outsourcing contracts
can help avoid the hassles of domestic regulations.
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B. K. Zutshi emphasised the fact that crafting out rules on services liberalisation
and domestic regulations still remain a thorny issue. There is need for what he
terms as a necessity test. Despite liberalisation, services have been avoided, the
main reason being that most developed countries are already in the developing

world. Hence they lack the incentive to give anything in exchange.

R. S. Khemani pointed out the need for
flanking policies in addressing liberalisation
in services. Barriers to trade in services are
not only through licenses and technical
aspects but also through market structure and
preparedness. For instance, competition
policy is one such preparation; these lead to

Developing countries need to
focus on services sector
development or regulatory
regimes in technical assistance
programmes. WTO rules on
domestic regulations will only
help to some extent.

development of a sector by blocking trade-
restricting practices like cartels.

In this respect, it is not only public policy barriers that should be looked at but
also private ones. Developing countries will, therefore, find policies like
competition policies very useful. Professional bodies need to ensure measures
to counteract restrictive business practices.

Questions and comments were focussed on issues of sequencing of regulation
and liberalisation i.e. whichever comes first; what other policies can be used to
mitigate the shocks of liberalisation of service sectors. A question was raised as
to why Mode 1 (cross-border movement) and 2 (consumption abroad) of services
trade have been ignored. The need for supply capacity of LDC and DCs need to
be addressed, according to some. Competition policy should be introduced at
the multilateral negotiation table.

Conclusion

Sequencing leads to a ‘chicken and egg’

situation between liberalisation and 'here is the need for flanking

policies in addressing

regulation; it will vary from one sector to
another. Competition law remains among the
key policies needed to address service
liberalisation challenges; this is important

liberalisation in services.
Barriers to trade in services are
not only through licenses and
technical aspects but also
through market structure and

also in regulating private player’s conduct.
The subject of competition should not be shied
away from. Many developing countries are ready for services liberalisation and
have adequate mechanisms to counter competition from outside. There is a need
to look at the least trade distorting options; thus, the emphasis is on the necessity
test. There is also a need to effectively get regulatory mechanisms in place to

preparedness.

ensure certainty and predictability among suppliers.
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Session V

Roundtable on Mainstreaming
Development in the WTO






Introduction

The launch of the Doha Round of multilateral trade negotiations in 2001 was
marked by developing countries in criticism of the Uruguay Round. This session
argued that the main concern of the developing countries is in the area of Special
and Differential Treatment (S&DT). However, merely deepening of existing trade
preferences and providing greater flexibility for the WTO rules will hinder the
growth of a more development-oriented WTO. What then constitutes
development in the WTO?

Pradeep S. Mehta, Secretary General of CUTS International and the Chair of this
session stressed that the focus of the conference is the progress on MDG-8.
While the United Nations has looked at the domestic enabling environment in
countries to attack poverty, a look at the terms of trade has also become important
in this regard. Questions like how aid can enable countries to trade have become
pertinent. He opined that the conference should go on to address issues than
remain a talk shop on outcomes. Therefore, the important questions that need to
be answered are:
e \Whatare the responsibilities of countries to ensure justice in trading relations?
e \Whatisthe role of developing countries in the system, in terms of leadership?
e How do developing countries contribute

to the rule-based system? While the United Nations has

looked at the domestic enabling
Effective participation in trade by both environment in countries to
developing and developed countries s limited 2ttack poverty, a look at the
. . R terms of trade has also become

by capacity constraints. Inclusiveness of the

important in this regard.
WTO also needs to be looked at. Questions like how aid can

enable countries to trade have
become pertinent.

Proceedings

Ransford Smith, Deputy Secretary General of the Commonwealth Secretariat
said that it is important to recognise the value of WTO in promoting trade by
creating a framework on trade rules and the associated dispute settlement
mechanism. Though the aggregate data does not reflect the individual cases of
disputes faced by the LDCs, their plight is indicated by the decline in their share
in trade from the 1960 level. The existing trading system should be moulded to
reverse this trend.

He said that there is a clear challenge of using the WTO to operationalise
development. Development is multi-faceted and varying for different countries
which differ in terms of market access, supply capacity, competitiveness, trade
adjustment and so on. Such differences need to be taken into account in the
process of operationalisation. Such a process should be associated with:

e Consideration of costs and benefits to members;

e Strengthening of capacities through aid for trade; however, aid for

development should also be emphasised;
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e Strengthening of negotiating capacity at the multilateral and regional levels
as much improvement in this regard is necessary;

e Improved market access, especially in areas of interest and potential for
developing countries like agriculture and services;

e Rules with a special emphasis on implementation time frame; and

e Processes that determine outcomes.

— : Lakshmi Puri, Acting Deputy Secretary
It is important to recognise the  General of the United Nations Conference on

value of WTO in promoting
trade by creating a framework Trade and Development stated that UNCTAD

on trade rules and the has been contributing to the process of
associated dispute settlement mainstreaming development in the trading
SIS - system. There is a marked difference between

the earlier and existing system. There is a need

to put development at the heart of the trade system. She put forward six

benchmarks for mainstreaming the processes:

e Prominence to development objectives and aspirations over narrower
mercantilist concerns;

e Effective market access for developing countries by reining in non-tariff
barriers;

e |dentification and quantification of the impact of standards imposed in
trading to streamline these;

e Removal of asymmetries in agriculture trade;

Minimisation of adjustment costs; and

e Development solidarity.

According to her, the trading system faces an important challenge of adjusting
to the changing power equations in trade negotiations with developed countries
no longer being able to dictate the agenda. They are now being challenged by
developing countries.

Pradeep Mehta intervened to ask the speaker
The trading Eylsltem faC]?S an to elaborate on crucial determinants of
important challenge o P H H H
adjusting to the changing power part|C|pat|or! in the system and support in
equations in trade negotiations  the form of aid for trade.
with developed countries no
longer being able to dictate the  pyri replied that wider participation in the
EgEmek, Uy ENe mewi bElg rule-making process is limited by the
challenged by developing .. . .
EOUIRTTCS. capacities of the dev_elo_pln_g countries. Thus,
further capacity-building is needed though

the developing countries have gained in terms of ‘voice’ and share in trade.

In regard to aid for trade, there is a problem with distinguishing between aid for
trade and aid for development. Aid for development may be contributing to
trade capacity as well.
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Nitin Desai, Former Under Secretary-General of the United Nations held the

view that the real issue is to ascribe authority for making decisions on how and

where the aid for trade is to be used; for instance, currently the focus is on IPR

(intellectual property rights) related aid for trade, which may not be that desirable

for most developing countries. In his opinion, mainstreaming development in

trade requires the following:

e Extension of the rules-based regime: Much of the injustice in today’s world
trade is in areas such as cotton, where we have no rules-based system;

e Progressive liberalisation of market access;
and

e Extension of trading regime to other areas
and achievement of coherence among
agendas. For instance, interconnection
between finance and trade, especially the
impact of exchange rates, needs to be
achieved. Trade within enterprises has
grown exponentially over the past years;
the relevance of associated WTO rules will
have to be examined.

The real issue is to ascribe
authority for making decisions
on how and where the aid for
trade is to be used; for instance,
currently the focus is on IPR
(intellectual property rights)
related aid for trade, which may
not be that desirable for most
developing countries.

Pradeep Mehta pointed out that the system is also hampered by donor
incoherence in addition to incoherence of agendas: several agencies pursue the
same agenda, leading to duplication and inefficiency.

G. K. Pillai, Secretary, Department of Commerce, Government of India started by
pointing out that we live in an iniquitous world. For instance, in the WTO
regime, only developed countries can go above international standards. In the
codex negotiation, the representation of developing countries is limited as they
cannot participate effectively due to various capacity and financial constraints;
the likely result is that the standards will be discriminatory. He pointed out that
the financial constraints force even a country like India to have sub-optimal
participation at international standard setting
bodies. He argued for:

e Fully-funded participation of developing

We live in an iniquitous world.
For instance, in the WTO
regime, only developed

countries in the international standard-
setting bodies; and

Upgradation of domestic standards in
developing countries to keep pace with the
changing standards in the developed

countries can go above
international standards. In the
codex negotiation, the
representation of developing
countries is limited as they
cannot participate effectively

countries. due to various capacity and

financial constraints; the likely
result is that the standards will

Pradeep Mehta pointed out that rules of origin L Lk Mk
be discriminatory.

are also very important.

Pascal Lamy, Director General of the WTO stated that WTO through the
stipulation of rules and norms has made a big contribution to development.
There is, however, a need to ensure that these rules remain aligned to the objective
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of development. Over the years, the system has moved into a pro-development
mode through initiatives like special and differential treatments for the poor
countries, specific flexibilities for developing countries; and trade related
technical assistance (TRTA). For instance, in WTO annual budget of US$ 200mn,
20-25 percent is spent on TRTA. However, many developing countries have a
problem in indicating their priorities in the WTO provided TRTA programme.

He said that participation of developing countries in the WTO has undergone
considerable change from the scenario twenty years ago. We have as many as 15
trade unions in the WTO (meaning the various blocks). It has made the system
complex; however, such groupings have made the WTO more representative.

Pointing out the importance of participation, Lamy said the WTO still works
through consensus. However, he pointed out, “consensus is good if you can
build one”. Itis a formidable constraint. It took EU more than 50 years to develop
a consensus among member countries. WTO will have to build consensus in
concentric circles like G-7, G-35, G-153 and

WTO through the stipulation of  the like. There is need to ascertain whether

rules and norms has made a big  transparency exists within these groups.
contribution to development.

There is, however, a need to Besid_es, the men_wbgrs report to their
ensure that these rules remain constituencies. This implies a protracted
aligned to the objective of result negotiation process. A positive
development. Over the years, the ey elopment is that the negotiating ability of
system has moved into a pro- . . R

development mode. the developing countries has improved.

Similarly, litigation system aids development
In the DSM, representation of developing countries is good and in proportion to
their share in world trade. Some countries do not go for litigation largely due to
political considerations.

The safeguards system is becoming development oriented with some developing
countries knowing how to use it.

On standards he opined that non-tariff barriers would be very important in the
coming years, though they may arise from non-trade issues. We have to look
especially at private standards that have much more impact than public
standards. The legality of these under the WTO is disputed.

Rules of origin are important as well, though often neglected. Multilateral rules
of origin have not been defined well yet.

Mainstreaming is more complex than 10-20 years ago, he said; as development
strategies today do not meet the “one size fits all”” property. The differences
within developing countries have to be taken into account. For instance, the
Indian Textiles & Clothing (T&C) exporters have a problem with the duty free,
guota free access to EU and the US granted to other developing countries. This
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inherent difference between current and past development strategies and patterns
has to be recognised and the next generation of mainstreaming will have to be
with more ‘differentiated’ provisions.

In the discussion that followed, the speakers opined that rules negotiated
multilaterally should be treated as a desirable global public good. However, the
bilateral trade rules cannot be categorised as one.

Mainstreaming is more complex  Ryles of origin are important in utilisation of
than 10-20 years ago as references, but restrictiveness of such rules
development strategies today do p e A _

not meet the “one size fits all” and their complexity will have to be

property. addressed.

Pascal Lamy in his conclusion tried to impress upon the fact that the negotiation
process, however problematic, is essential for practical reasons. However, he
agreed that the trading system is becoming far too complex and needs
simplification.

He further pointed out that exceptions have always been part of the system.
Sometime they have been very explicit and other times hidden. Sometimes the
only way to get consensus is to give exceptions. However, they should be
temporary and subject to periodical review. But we cannot to do away with
these altogether.

For mainstreaming development through the WTO, according to Lamy, we
should start with the low hanging fruits like Doha than go for issues like climate
change, emissions, burden sharing etc.
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Session VI

Trilateral Development
Cooperation: How to make
it more effective?






Introduction

This session focused on projects which are jointly planned, financed and carried
out by an established donor country which is a member of the Organisation for
Economic Cooperation and Development and a partner country together with a
cooperating country which, although itself a recipient of development
cooperation, has either started providing aid or accumulated expertise.

Introducing the session, Lars-Olof Lindgren said he is impressed with the efforts
of CUTS in getting development results out of the resources invested through
trilateral development cooperation (TDC). It is an opportunity to look at the
development aid process and find out ways to make it efficient. He posed the
following three questions:
e Areemerging donors treading the same path as traditional donors?
e Do emerging donors at all need to engage in the OECD’s Development
Assistance Committee (DAC) framework
of traditional donors? If not, how do we It is important to focus on who is
assess the costs and benefits of aid from involved in trilateral _
the new donors and integrate them within dévelopment, how to make it
2 A related ti more effe'ctl_ve and the _
the DAC frf_imeworlf- related quUEstIoN cparacteristics of the agencies
was how trilateral aid can be made more involved in the process. To be
effective. successful in addressing the
e Are there any specific projects being ¢hallenges of development in

. . countries like Africa, it is
implemented in the framework of TDC? 50 rtant that TDC draw

lessons from previous failure in
. aid policy.

Proceedings

Dominique Njinkeu said it is important to focus on who is involved in trilateral
development, how to make it more effective and the characteristics of the agencies
involved in the process. To be successful in addressing the challenges of
development in countries like Africa, it is important that TDC draw lessons
from previous failure in aid policy. The target group is aid-dependent countries
which have problems associated with aid delivery/effectiveness. The two broad
sources of this failure have been the way in which the aid system is designed
and constraints to aid effectiveness like absorptive capacity and Dutch Disease,
through which large inflows of foreign currency have a negative impact on
production.

It is expected that new donors, building on their experiences with identical
issues in comparable situations may not be faced with the same constraint. New
donors such as China should make interventions which are consistent with
long-term development goals but also must take account of international
consensus such as that captured in the Paris Declaration on aid effectiveness.
Thailand and Brazil give indications of how development aid can be
implemented. In addition, in bilateral aid, the United Nations has some key
elements which can be used. Non-state actors should be given more prominence
in trilateral development cooperation.
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Jean-Raphael Chaponniere spoke on issues of Chinese aid to Africa. The
emergence of China as a key donor needs to be understood. The trend of
decoupling US from Asian/emerging economies has been accompanied by
coupling of Asia and Africa. China-Africa trade increased at a time when trade
between Africa and rest of the world was declining. Chinawas a large donorin
1970s, but the lack of statistics in this regard lead to underestimates of Chinese
aid to Africa. Various estimates conclude that China is not yet a major donor in
Africa.

However, the presentation asserted that while OECD countries may not meet
their objectives regarding aid, China will probably double its aid by 2009 and
will be a major donor in Africa during the next decade. He pointed out that
while lack of infrastructure is one of the critical constraints to African
development, OECD aid has shied away from infrastructure projects. Among
the reasons is the CAD’s Helsinki Arrangement that forbids interest rate subsidies
to commercially viable projects and advocates leaving that to the private sector.
As the private sector did not engage in those projects in Africa, this opened the
way for Chinese ODA. Chinese projects are considered less costly and more
effective as their implementation period is shorter; however, they are criticised
on grounds of being less sustainable and of leading to problems once the Chinese

experts leave. However, OECD’s aid has a

The emergence of China as a framework for ownership.
key donor needs to be

understood. The trend of

decoupling US from Asian/ He concluded that as China is now financing
emerging economies has been large projects, the Chinese may have to change
accompanied by coupling of their view on effectiveness. This could lead to

ASIE) ENE) ATIEED (CITERIATIEe) some convergence with established donors
trade increased at a time when

trade between Africa and rest of thatcould further take into account the social
the world was declining. and environmental responsibility. For

instance, OECD donors have started to
negotiate with the Chinese Export-Import Bank. Cooperation with China in
Africa could lead to an effective trilateral cooperation.

Richard Carey emphasised on the need to understand the basic rationale for
trilateral cooperation. He said that the DAC is a body of the OECD which
discusses issues of aid effectiveness involving nine networks, 23 development
members, and now an advisory group of NGOs. How do aid effectiveness and
aid for trade come into this equation? It is emphasised that development is a
learning process. In the last couple of decades, catch up growth has enabled the
hastening of the learning process and many more opportunities have been
created. The focus now should be on how these poor countries can get into this
learning process/mode. The Paris Declaration of 2005 showed the shortcomings
of the donor-driven aid process. Keeping this in view, a partner country must
develop strategies and mutual accountability to ensure that donors can facilitate
predictability and coherence in systems of local delivery, and address issues of
capacity development and dealing with fragile funds and those related to South-
South trade.
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Roger Nellist, while stating UK DFID’s successful experience in implementing
TDC-type projects, mentioned the collaboration with CUTS on Competition
Policy Research & Advocacy Projects. He gave an account of its successful
coordination with CUTS inimplementing four

multi-country (27 countries in Africa and The Paris Declaration of 2005

Asia), multi-donor, multi-phase programmes.
He also mentioned that there are a number of
attributes required for fruitful development
cooperation like the following:

showed the shortcomings of the
donor-driven aid process.
Keeping this in view, a partner
country must develop strategies
and mutual accountability to
ensure that donors can facilitate

e programmed but flexible approach to
delivery (to all parties);

e building on lesson learning and
replicating successful models;

e attitudinal aspects such as appreciation
and resolution of differences and
determination to deliver;

e long-term commitment to the agenda;

networks, stakeholder buy-in, sustainability; and

e ability to deliver strong results.

predictability and coherence in
systems of local delivery, and
address issues of capacity
development and dealing with
fragile funds and those related
to South-South trade.

He provided some reflections on making TDC effective. He emphasised on needs
such as setting workable but good enough standards, strong standing of co-
operating partner and local presence and ownership.

Peter Kiuluku gave specific examples of projects based on TDC such as the
Arusha-based Trade Policy Training Centre in Africa, which has been established
by the Swedish International Development Agency in partnership with the Lund
University of Sweden to provide technical support to African countries on trade
capacity-building. He pointed out that the biggest challenge/question is whether
the vision of the donor country can or should be imposed on the recipient country.
Talking on ways to make aid more effective, he suggested that aid effectiveness
through multi-stakeholder approaches should create an understanding of
beneficiary countries. There is need to create a forum and platform where issue-
based projects can be taken up for discussion in a harmonised way; then, whether
itis project or programme aid will not matter. Institutions and processes which
are sustainable should be developed. The long-term vision of a country should
be the rallying point for TDCs.

The discussion threw up issues of how aid

. . . There should be emphasis on
can lead to creation of sustainable projects.

setting workable but good

There were some specific questions on Chinese
aid to Africa: how far is China’s aid directed
by its need for energy security, and is it to the
beneficiary’s interest? How much of Chinese

enough standards, strong
standing of co-operating
partner and local presence and
ownership.

aid is tied and what happens after the Chinese leave a country?
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Conclusion

The panel agreed that the infrastructure aid is a valid development strategy for
Africa as it creates capacity, local entrepreneurship and fills up a huge gap in
trained human resource. Development is at a core of governance. In the case of
Africa, it needs peacekeepers and a security framework.

Aid effectiveness through multi- At a recently held meeting of the African
stakeholder approaches should  finance ministers in Mauritania, they made a

createianpudensrandinoions declaration about promoting greater
beneficiary countries. There is t . t t and aid iect
need to create a forum and ransparency in investment and aid projects
platform where issue-based by new donors. Key problems on the recipient
projects can be taken up for side include the need for coherence in trade

discussion in a harmonised way; not just among key donors and emerging
then, whether it is project or d but al . | t f
programme aid will not matter,  9ONOrS, butalso among regional partners; for
instance, South Africa could play a key role in
the Southern African Development
Community. It was emphasised that costs and benefits of trilateral cooperation
must be assessed. The research community has a key role in designing the trilateral
framework, and there is a need to focus on specific issues rather than just on
awareness creation.

It was said that while aid can be tied, balance of interests between donor and
recipient can only be achieved through transparency. The recipient countries
must enter into contracts which are beneficial for them. Investment from private
sector must also be explored as an option. Governance and security problems
are important in delivery of aid which makes an effective case for cooperation
between OECD-DAC and TDCs. The Paris Declaration, while emphasising the
— — need of recipients for policy space, highlights
Self-sufficiency is important that such space needs to be utilised and non-
and therefore donors like UK’s ..
Department for International gover_nmental_organ|sat|9qs shoglpl develop
Development are moving away capacity for this. Self-sufficiency is important
towards projects that are policy  and therefore donors like UK’s Department
i EMENE) B Ry for International Development are moving
building in a way that could . .
bolster domestic revenues and away tqwards projects that_ are policy
ultimately reduce the need for influencing and capacity-building in a way
aid. that could bolster domestic revenues and
ultimately reduce the need for aid.
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Session VII

The Future of the Global
Trading Systern






Introduction

This was a forward-looking session on the future of the international trading
system. There will be both continuity and considerable change in politico-
economic characteristics and institutional structure of the system in the coming
decades. The speakers focused on the sustained and uneven transformation of
the global economy, with the associated rise of new powers, heightened
aspirations and considerable pockets of social discontent as its contemporary
determining features.

The discussion on the future of the global trading system bore significance in
the wake of considerable changes in politico-
economic characteristics and the_lnstltutlonal The global trading system is
structure of the global trading system. standing at a precarious
Furthermore, it drew attention to the sustained juncture. Major remedial
as well as uneven transformation of the global Mmeasures need to be taken. A

d . f long-term perspective beyond
ecf)nomy ue_ tO_ rise oF new POWETS, the poha Round is essential at
heightened aspirations and the presence of this point in time.
considerable pockets of social discontent.

Proceedings

Alan Winters initiated the proceedings by putting forward the following

guestions:

e \Why is freer trade less popular now than earlier?

e |sthe multilateral trading system consistent with regional trade agreements
and what can the WTO offer to small countries?

Richard Higgott, in his introductory remarks, said that the global trading system
is standing at a precarious juncture. Major remedial measures need to be taken.
A long-term perspective beyond the Doha Round is essential at this point in
time, he added.

He addressed a broader global, politico-economic context in which any

understanding of the contemporary trade system is embedded and provided

five major challenges facing the global trade regime in this century. He explained

the following challenges:

e the shifting politico-economic landscape and the absence of leadership in
the agenda-setting process of the global trade regime;

e the need for greater institutional coherence in the relationship between trade
and development; and

e the challenges to the multilateral trade regime arising from the rise of
preferentialism at the regional level.

He averred that the international trade regime will definitely be affected by the
fallout of the current economic and financial turmoil and in turn will further
affect the wider global economy by its failure to round off the Doha Development
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Agenda. He mentioned that the multilateral trading system is threatened by the
perception that globalisation has been tarnished by speculative investment and
other excesses in financial markets seeking ever-larger profits at the expense of
sound business practice. The rise of Sovereign Funds has also created
protectionist sentiments with attendant risks for open markets in times of
uncertainty.

He then described that pressures on resources and population growth pose
challenges for the continued integration of the global economy generally, and
for the trading system in particular.

He further suggested that the future collective

The multilateral trading system  management of the global economy is crucial

is threatened by the perception
that globalisation has been
tarnished by speculative
investment and other excesses in
financial markets seeking ever-
larger profits at the expense of
sound business practice. The
rise of Sovereign Funds has also
created protectionist sentiments
with attendant risks for open

for the environment in which trade
governance exists and added that the
architecture of the trade regime will need to
accommodate the new stresses placed upon
it by the questions of sustainability and
economic development. He mentioned thatin
this increasingly interdependent world, trade
policymakers cannot ignore either the context

markets in times of uncertainty. i \yhich they operate or the need to contribute

to the resolution of these challenges.

He listed five central challenges facing the international trading system and

identified by the Warwick Commission:

e The paradox between continued governmental liberalisation of economies
in major OECD countries on the one hand and an attendant marked reduction
in popular support for open markets in significant sections of the population
of these countries on the other;

e The need to ensure that the increasingly multi-polar nature of the global
trading system does not itself becomes a source of stalemate and dysfunction;

e The need to reconcile the sometimes-competing objectives of the WTO;

e The need to examine the extent to which the issues of fairness and justice are
addressed at the WTO;

e The growing frustration with slow decision making in the multilateral
regime.

As a result of the above challenges, policymakers are turning to other vehicles
for trade reform, notably bilateral and regional trade agreements.

He went on to add that in contrast to growing public fears about globalisation in
the industrialised countries, many developing countries are concluding that
open borders are beneficial for their region. He deliberated on the waning
popularity of globalisation in the industrialised countries and also explained
the elements of justice and fairness on the global trade agenda.
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He said that the management of agenda setting is crucial and member countries
need to determine the scope and coverage of it. The core challenge is to shape the
agenda in away that it respects the interests of the entire membership while at
the same time securing the continued commitment of all parties. He also dwelt
on various methods of arriving at decisions such as the critical mass approach
as advocated by the Warwick Commission.

He also deliberated on the rise of preferential trading arrangements. Today’s
preferential agreements create an environment, which poses threats to the
multilateral trading regime, he said. He suggested that the major developed and
advanced developing countries should restrain from entering into regional trade
agreements. Regionalism diverts attention from multilateral negotiations and
governments may believe that they can acquire all they need by way of trade
policy through regional arrangements. He stressed that this is a major challenge
that needs to be addressed by the global trade policy community and mentioned
that if the WTO membership is to engage
seriously in addressing what has become a _
challenge to the coherence and stability of the 1°d&Y’s preferential agreements

. . . . create an environment, which
trading system, the largest trading nations in  poses threats to the multilateral

the system must show leadership. trading regime. Regionalism
diverts attention from

Debapriya Bhattacharya stressed on the need Mu!tilateral negotiations and
governments may believe that

to finish the Doha Development Round as  they can acquire all they need
early as possible and said internal reforms of by way of trade policy through
rules and improvement in transparency, regional arrangements.
monitoring and surveillance are the need of

the hour. He also emphasised on the need to seek some clarity on the interface of
multilateralism and regionalism.

M. Supperamaniam mentioned that the rule-based system is going to stay
whether or not the Doha Development Round survives; he laid emphasis on the
need to review and strengthen Article XIV of GATT to ensure that it is not a
stumbling block. He expressed the need for greater political will and leadership
for a better global trading system. Stephen Lande criticised the duty free quota
free system and mentioned that the current Doha Round is not a Development
Round but has been turned into an Agriculture Round.

Conclusion

The global economy in general and the multilateral trading system in particular
are at the cross-roads. All stressed that there is a pressing need to improve the
management of agenda setting, decision making and participation in global
trade, define more tightly and precisely the relationship between trade and
development and to understand and respond to the increasing complexity in
international relations characterised by the growing number of preferential trade
agreements.
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Closing Session

Global Partnership for
Development: Where to go?






Proceedings

Following the presentations by the Rapporteurs, Pradeep S. Mehta, Secretary

General of CUTS International requested all the speakers to briefly mention the

key message that, according to them have emerged over the two days. According

to him, the following were some key messages:

e Thereisaneed to use aid for trade as a powerful instrument of trade. There
is also the need to ensure that it is provided on the basis of active participation
from the countries receiving aid.

e There isaneed to overcome domestic barriers to trade;

e The world trading system is becoming complex day by day and the same
needs to be simplified. This is very important, as it would help in increasing
the participation of the developing countries in the WTO.

e There is a need to promote the flow of information and lower transaction
costs in order to increase the trade flows between countries.

According to Lakshmi Puri, some key messages are;

e |tisimportantto close the Doha round and frame the right developmental
agenda;

e Thereis needto go beyond the multilateral trading system to pay attention to
regional trading systems and to analyse to what extent they are consistent
with the multilateral rule-based system;

e Further, there is need to go beyond the multilateral trading system and the
RTA agenda to identify the key issues that require not only traditional

approaches but also innovative
approacheS' There is a need to develop a

The rise in transportation cost due to coherence agenda when we talk
e p about the trading system; we

energy cost going up could changetheway also need the same kind of rule-
in which countries trade; based system for monetary and

e There is a need to develop a coherence financial systems.
agenda when we talk about the trading
system; we also need the same kind of rule-based system for monetary and
financial systems.

Ransford Smith placed the following on the table:

e The Doha agenda needs to be completed, but the conditionalities that are
going to be imposed on the developing countries, should to be right;

e Theaid for trade mechanism needs to be properly structured; its boundaries
need to be clear and it should not contain conditionalities;

e \We all agree on the importance of rule-based multilateral trading system,
which as a process is a member driven organisation that ensures full
participation of all countries. Thus far, the WTO negotiations were being
dominated largely by developed countries. But with the emergence of various
groups comprising developing countries, the situation has changed and the
groups play an important role.
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e All the member countries are committed to achieving the objectives of the
MDG. However, there are new issues that are emerging such as climate
change, food and oil crises. There is a need to

We all agree on the importance  gnalyse these emerging issues in the light of

of r_ule-based mult_llateral the WTO process.
trading system, which as a

process is a member driven o .
organisation that ensures full T.N. Srinivasan said that the WTO was an

participation of all countries. institution that formulated and administered

trading rules. Thus, focusing on issues going

beyond trade (such as global warming) under the WTO is not going to be a
feasible option.

Conclusion

Pradeep Mehta while delivering the vote of thanks mentioned that the conference
was targeted at the international community at large. He emphasised that
international trade issues are one third of the

|ntertnh«’=}fic?n?| t}:ade iSSdueS %fe agenda under MDG-8. He said that with the
:\)/Irll:)eG-Sl.rWi(ih th‘z Z%ano?tugf |etrs support of its partners, CUTS would be able
partners, CUTS would be able to O disseminate the messages that have

disseminate the messages that emerged out of this deliberation to a wider
have emerged out of this audience.
deliberation to a wider

di : i
audience He acknowledged the support of various

agencies for making this event a success. He
thanked the speakers and the participants, and acknowledged FICCI (Federation
of Indian Chambers of Commerce & Industry) for partnering and hosting itin
their premises.
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Feedback of the Participants






he feedback form asked two types of questions: open ended and closed.

Responses on open-ended questions are analysed as highlights, limitations
and recommendations. This evaluation is based on 83 responses received from
participants (approximately 120) present at all sessions. This was not only
important for evaluation of this event but also for planning similar and related
initiatives in future. Participants acknowledged the importance of the event and
the rich discussion that had taken place.

The key messages are as follows:

e Theworld trading system is becoming increasingly complex with time and it
needs to be simplified. This is very important, as it would help in increasing
the participation of the developing countries in the WTO.

e There is a need to promote the flow of information and lower transaction
costs in order to increase trade flows between countries.

e Thereisneed to go beyond the multilateral trading system to pay attention to
regional trading systems and to analyse to what extent they are consistent
with the multilateral rule based system;

e The Doha agenda needs to be completed, but the conditionalities that are
going to be imposed on the developing countries, should to be just and right;

e Theaid for trade mechanism needs to be properly structured,; its boundaries
need to be clear and it should not contain conditionalities;

e All the member countries are committed to achieving the objectives of the
MDG. However, there are new issues that are emerging such as climate
change, food and oil crises. There is a need to analyse these emerging issues
in the light of the emerging and evolving international trading system.

The following are some of the highlights:

e Strong presence of some key representatives of the international trade and
development community, which facilitated discussion of various thought
provoking issues;

e Participation of a diverse group of stakeholders such as ministers,
ambassadors and high commissioners of several countries, parliamentarians,
WTO officials, representatives from UNCTAD and other inter-governmental
organisations, business associations, non-governmental organisations,
donors, academics, media, etc;

e High quality of speeches, presentations and papers, and interactive nature
of discussions; and

e Huge networking opportunity.

Some limitations are as follows:

e A majority of the participants felt that more time should have been allotted
for discussions;

e There could have been more discussion on some current issues like food and
energy crises and their linkages with international trade; and

e Limited participation of stakeholders from South America.
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Some major recommendations can be summarised as:

e Need to have participation by industry, private sector, small producers, farmer
groups, students;

e There should be parallel sessions to allow more scope for discussions in
similar events in the future -— such sessions can focus on the success stories/
challenges encountered by developing countries while participating in the
international trading system; and

e Information on the evolving global trade agenda, particularly on aid for
trade issues, should be circulated widely to the international trade and
development community at large — many of them, for example, appreciated
the CUTS Weekly Bulletin on Trade and Development.

Responses on closed questions are analysed by deriving an average score. Figure
1 represents average scores on overall management.

Figure 1: Overall Management of the Conference
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Programme






08:45 — 10:00
10:00 - 11:30

Moderator

Panelists

11:30 - 11:45
11:45 - 13:15

Moderator

Speaker
Panelists

13:15 - 14:15
14:15 - 15:45

Moderator

Panelists

Day One: Tuesday, August 12, 2008

Registration

Inaugural Session

Global Partnership for Development: Where do we stand?
Amit Mitra, Secretary General, FICCI

Pradeep S. Mehta, Secretary General, CUTS International

Rajan Bharti Mittal, Vice President, FICCI

Ransford Smith, Deputy Secretary General, Commonwealth
Secretariat

Supachai Panitchpakdi, Secretary General, UNCTAD

Pascal Lamy, Director General, World Trade Organisation
Kamal Nath, Minister for Commerce and Industry, India

Tea/Coffee Break

Session |
LDCs and SVEs in the International Trading System:
What future for them?

Edwin Laurent, Advisor & Head, International Trade and
Regional Co-operation Section, Economic Affairs Division,
Commonwvealth Secretariat

T. N. Srinivasan, Professor of Economics, Yale University, USA
Mustafizur Rahman, Executive Director, Centre for Policy
Dialogue, Dhaka

James S. Kuleiye, Principal Customs & Trade Officer, East African
Community Secretariat, Arusha

Lunch

Session 11
Operationalising Aid for Trade:
Who is (should) doing (do) what?

Shishir Priyadarshi, Director, Development Division, WTO

Chris Milner, Professor of Economics, University of Nottingham,
UK

Miguel Rodriguez-Mendoza, Senior Fellow, International Centre
for Trade and Sustainable Development, Geneva

Per Botolf Maurseth, Senior Researcher, Norwegian Institute of
International Affairs, Oslo

Rajesh Aggarwal, Senior Advisor, International Trade Centre,
Geneva
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15:45 - 16:30

Moderator

Speaker

16:30 — 16:45

16:45 — 18:00

Moderator

Speaker

Panelists

10:00 - 11:30

Moderator

Panelists

11:30 - 11:45
11:45 - 13:30

Moderator

Speakers

Session 111
UK’s Aid for Trade Strategy: Lessons for future effective
international trade and development architecture

Rachid Benmessaoud, Acting Country Director, The World Bank,
India

Claire Durkin, Director, Europe, International Trade &
Development, UK Government

Tea/Coffee Break

Session IV
Services Liberalisation and Domestic Regulation;
Why itis so important?

Jayant Dasgupta, Joint Secretary, Department of Commerce,
Government of India

Ramesh Chaitoo, Head of Services Trade Unit, Caribbean
Regional Negotiating Machinery

B. K. Zutshi, Former Indian Ambassador to GATT
R. S. Khemani, Principal, Microeconomics Consulting &
Research Associates Inc (MiCRA), Washington DC

Day Two: Wednesday, August 13, 2008

Session VV
Roundtable on Mainstreaming Developmentin the WTO

Pradeep S. Mehta, Secretary General, CUTS International

Ransford Smith, Deputy Secretary General, Commonwealth
Secretariat

Lakshmi Puri, Acting Deputy Secretary General, UNCTAD
Nitin Desai, Former Under Secretary General of the United
Nations

G. K. Pillai, Secretary, Department of Commerce, Government
of India

Pascal Lamy, Director General, World Trade Organisation

Tea/Coffee Break

Session VI
Trilateral Development Cooperation:
How to make it more effective?

Lars-Olof Lindgren, Ambassador of Sweden to India

Dominique Njinkeu, Executive Director, International Lawyers
and Economists against Poverty, Ottawa

Jean-Raphael Chaponniere, Chief Economist-Asia Region, AFD,
Paris

1
78 / Global Partnership for Development CUTS

International



Panelists

13:30 - 14:30
14:30 — 16:00

Moderator

Speaker

Panelists

16:00 — 16:15
16:15 - 17:45

Moderator

Rapporteurs

Closing
Remarks

Richard Carey, Director-Development Cooperation Directorate,
OECD

Roger Nellist, Acting Head, Growth & Investment Group, DFID,
UK

Peter Kiuluku, Executive Director, Trade Policy Training Centre
in Africa, Arusha

Lunch

Session VI
The Future of the Global Trading System

L. Alan Winters, Professor of Economics, University of Sussex,
UK

Richard Higgott, Pro-Vice Chancellor, University of Warwick,
UK

Debapriya Bhattacharya, Ambassador of Bangladesh to the WTO
M. Supperamaniam, Advisor, Federation of Malaysian
Manufacturers

Stephen Lande, President, Manchester Trade

Tea/Coffee Break

Closing Session
Global Partnership for Development: Where to go?

Pradeep S. Mehta, Secretary General, CUTS International

Simon Evenett, Professor of Economics, University of St. Gallen,
witzerland

Veena Jha, Visiting Professorial Fellow, Warwick University, UK
Ratnakar Adhikari, Executive Chairman, South Asia Watch on
Trade, Economics & Environment, Kathmandu

Ransford Smith, Deputy Secretary General, Commonwealth
Secretariat

Lakshmi Puri, Acting Deputy Secretary General, UNCTAD

T. N. Srinivasan, Professor of Economics, Yale University, USA
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Annexure |
We have never been
so close to an agreement

— Pascal Lamy






Excellencies, ladies and gentlemen, dear friends. | wish to start by
congratulating Pradeep Mehta for his perfect sense of timing. It would be
difficult to think of a better time for this Conference to take place — and | am
particularly grateful to CUTS for the invitation and for opportunity to come to
India at this stage.

Before entering into the subject of “Global Partnership for Development”, | wish
to share with you what we were told by the WTO Members last month, two days
after the ministers failed to reach an agreement on the Agricultural and industrial
pillar of the Doha Round modalities: we have never been so close to an agreement.
This is not rhetoric. This is the truth of where we stand: what Ministers and
senior officials managed to achieve in the week they spent in Geneva late July is
absolutely remarkable.

In fact, in purely technical terms, the issues already agreed by the group of
Ministers with whom | was holding the most intensive consultations — and
whose countries represent more than 80% of world trade — would be sufficient
for the drafting of schedules of commitments in Agriculture and NAMA.

The political reality, nonetheless, is that we must wrap up a few remaining
issues, and build consensus amongst all Members, before we can start the
scheduling process, which would lead to the conclusion of the Round.

Among these few remaining issues, the most difficult one is the question of the
Agricultural Special Safeguard Mechanism for developing countries. There are
two diverging views on the so-called SSM, which proved to be impossible to
reconcile during the meeting in July.

One view is that developing countries need to have a safety net againstimport
surges of agricultural products, in order to be able to protect their farming
systems, and that this safeguard should be easy to use.

Another view is that, like all safeguards in the GATT and WTO, the SSM should
be subject to certain conditions and limitations, in order to ensure that that it
does not hamper normal trade flows and that it should not be abused.

In spite of these differences, what Members told us very clearly during the plenary
meetings held at the end of the talks, is that the negotiations should not be
abandoned at this point. In the view of our Members, too much has been achieved
now, to simply leave it aside.

If I say this, itis because | remain convinced that the WTO's mandate regarding
the gradual removal of obstacles to trade, framed with multilateral trading rules,
constitutes an essential contribution to development and to the improvement of
collective well-being. Trade is a development tool. A successful conclusion of
the Round, by addressing obstacles to trade which today penalize particularly
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developing countries, can be a powerful instrument to fight for developmentin
the hands of countries.

Let me give you one figure: if the Round is successfully concluded, the world
would reduce by half the amount of imports tariffs paid today. There would be
savings in the order to US 150 billion in tariffs. Developing countries would
contribute to 173 of the savings, and would benefit from 2/3 of it. Developed
countries would contribute with 2/3 of the savings. So, at the end of the day,
developing countries would benefit from 2/3 of the increased market access
resulting from the Round, and developed countries would benefit 1/3. This is
truly a development Round.

This is just a snapshot of what could be saved but it does not say how much
more trade would grow with the reduction of barriers. A lot of studies have been
published with result varying depending on the assumptions made.

It also does not tell us how the gains from trade would be shared within each
country. This is in the hands of each government and depends largely on
domestic policies which span beyond the WTO reach.

Let me give you another example: if the Round is concluded with success, the
US could see the amount of trade distorting subsidies reduced to US 14.5 billion.
True, this is more than the US currently spends. But if this ceiling is not set, the
US will be able to spend much more than that in trade distorting subsidies as
soon as food prices decline. In fact it has done so in 8 of the last 10 years. True
also that this figure is still high and that many of you would think that the
amount would be zero. But let me clear, without the Round the amount could
reach US 48 billion.

To come back to the WTO, the basic underlying philosophy shared by all WTO
members is that gradual market opening is good. At the same time, we know
that market opening is not, in itself, sufficient to create and ensure development.
I cannot overstress this point: opening up of trade will only deliver real benefits
if itis accompanied by other policies, which allow for flexibility and job security:
education policy, employment policy, research or innovation policy to name a
few.

Some of these must be implemented at national level while others are effective
only if applied internationally through the joint-action of specialized agencies.
And this is where a discussion on Global Partnership comes in.

Coherence between the various international public policies — and they are
eminently complementary — is absolutely essential.

Harnessing globalization and ensuring global partnerships for development
presupposes balanced international cooperation across the board. The best trade
policy cannot alone promote growth and development. Sound macro-economic
policies must be supplemented by structural policies.
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The WTO favours trade openness as playing a vital role in members' growth
and development. But as | said, this is only part of the task. An open economy is
not a panacea for all the challenges of development, neither is it necessarily easy
to accomplish, nor in many circumstances can it be effective unless it is embedded
in a supportive economic, social and political context and in a coherent multi-
faceted policy framework. And this is also about international coherence.

To use a phrase crafted by our Appellate Body, the WTO does not live in “clinical
isolation”. Global problems require global replies — and the WTO must be part
of the process of finding such replies.

Let's take the example of the Food Price Crisis. The negotiations in the WTO on
agriculture subsidies and market access are part of the medium and long term
solution to the food shortage. We know that we need to increase agriculture
production in developing countries and one of the reasons why their production
and exports have been discouraged is because of trade distorting subsidies and
high tariffs in rich countries. Trade can play the role of better connecting supply
and demand. This is true locally, regionally and world wide.

In this field, as in many others, the WTO is in constant dialogue with other
international organisations and indeed gives legal weight to norms developed
by them, as evidenced on many occasions by decisions made under the WTO's
Dispute Settlement Understanding.

In practice, there are day-to-day exchanges that take place amongst secretariats
of international organizations — UNCTAD, FAO, UNEP, World Bank, IMF,
regional development banks, World Customs Organisation, OECD etc.
Cooperation in global economic policy-making goes much beyond the WTO's
formal and specific arrangements.

Trying to find solutions through global partnerships also helps reinforce more
global governance, which | believe is needed if we want the world we live in to
be less violent, be it social, political, economic or environmental violence, and
more peaceful, plentiful and prosperous. Stable and updated trade rules, and a
strong WTO, reinforced by a successful conclusion of the DDA, would be a key
step in that direction.

I know that CUTS share this view and acts, through its various programmes, as
an interface between civil society, government and international organisations,
which is why we are very glad to see its presence reinforced with the opening of
a new office in Geneva.

In these turbulent times, at a moment when multilateralism and international
cooperation are challenged on many fronts, we need more organisations like
CUTS to help us all build the necessary bridges.
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Annexure Il
Negotiations can find
comprornise on the
safeqguards issue

— Pascal Lamy






Collective efforts towards a shared future

With the adoption of the Millennium Development Goals in 2000, the world
saw an unprecedented collective effort to pursue a shared future. It was a joint
effort where North and South, East and West rich and poor collectively agreed
to team up, to pool resources to attain a set of shared objectives.

Objective number eight, which Pradeep Mehta said is the leitmotiv of this
conference, calls for developing a partnership for development and this where
the title of this conference comes from.

The starting points are simple: we live in an interdependent world where go-it-
alone policies and actions are not enough to achieve collective results; nor are
they any longer sufficient to even achieve country-specific goals. As | said
yesterday today's global challenges can no longer be met by individual action.
Collective action is needed. And this collective action needs to be and to be felt
as legitimate, ie all actors need to participate in its design in order to feel
ownership.

This is the underlying philosophy of the WTO. It exists to serve all of its 153
Members, no matter how diverse their economies are or how well equipped they
may be to take advantage of the trading system. The differences in levels of
economic development are recognized in the WTO and are a part of its reality.
No one contests that developing countries, and especially the least-developed
countries, require greater flexibilities if trade and development objectives are to
be met.

Hence developing countries have come to rely on the WTO as one which provides
them with an effective set of rules which ensure that trade facilitates development,
and provides them with a forum for discussing and negotiating their trade
related concerns.

As the trade of developing countries gains in importance, itis necessary for the
institutional aspects of the WTO to keep step. Developing countries must be
assured that their efforts to expand and diversify their markets are backed by an
organization which will protect their current and future interests.

While developed countries, and especially the markets of the United States and
the European Union, still provide the lion's share of market opportunities for
developing country exports, this situation is changing. South-South trade has
grown faster than North-South trade over recent years. It has become increasingly
evident that one developing country's trade policies can create opportunities for
more trade with other partners. Much of the expansion in South-South trade has
taken place in Asian developing countries, which are estimated to account for
more than two-thirds of all intra-developing country trade.

So some developing countries have benefitted greatly from international trade.
Unfortunately, there are many developing countries that have yet to reap real
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gains from trade. This is a concern of mine, and indeed is a concern of the WTO
membership. This is why we continue to work in the WTO to help all developing
countries enjoy the benefits of participation in international trade. Before | talk
about current developmental issues in the WTO agreements, let me briefly turn
back in history and outline how the multilateral trading system has evolved to
take into account developing country issues.

Developmentissues in the early years of the multilateral trading system
The linkage between trade and development and the idea that export earnings
gained from trade can help achieve development were recognized very soon
after the General Agreement on Tariffs and Trade (GATT) came into being.
Following some early initiatives to incorporate developing countries' concerns
in the multilateral trade rules, GATT Contracting Parties attempted to address
the broad array of development principles and objectives when including a Part
IV of the GATT Agreement in 1964 under the chapeau of “Trade and
Development”. This new section of the GATT Agreement reflected the needs
and economic levels of development of the GATT's newest Members, or those
states in Africa, Asia and Central and South America which had just recently
obtained their independence in the early 1960s.

Part IV of the GATT contains three articles which address the principles and
objectives of why a development dimension is needed, what kind of commitments
the developed countries of GATT would grant their lesser developed partners
and how both developed and developing countries would take joint action to
further trade and development objectives.

We went a step further in 1979 when we adopted the so-called Enabling Clause
which provided for the establishment of a “generalized system of preferences”
allowing developed nations to grant tariff advantages to the developing countries
as an exception to the Most-Favoured Nation clause. Also included under the
Enabling Clause are regional or global arrangements entered into amongst less-
developed or developing countries.

From the Uruguay Round to the Doha Round

The establishment of the WTO at the conclusion of the Uruguay Round was in
many ways a great success for multilateral cooperation, and boded well for the
global economy. It was a signal that the majority of the countries in the world
wanted a wide a far-reaching global trade body to promote equitable and
transparent trade rules — in goods, services and intellectual property. The WTO
is a consensus-based organization, thereby providing the basis of a system in
which each country — even the smallest — counts. And this is where its
legitimacy lies. No Security Council in the WTO and no board of directors.

But the Uruguay Round was left with some “unfinished business”. For example,
while agriculture was for the first time brought explicitly into the multilateral
trading system under the Uruguay Round, no significant cuts in trade-distorting
subsidies or agricultural tariffs were achieved. In developing countries, the
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amount of protection offered by some developed countries to their agricultural
sectors is seen as a major obstacle to development, in particular as certain
developing countries do have a comparative advantage in many agricultural
products. This is the case of India in cereals, spices, coffee, tea, sugar or fish.
India is a net food exporter. In 2007 its food exports were twice as large as its
food imports.

On services, the opening achieved by the Uruguay Round was modest compared
to the huge potential of this sector. For the sake of the global economy in general,
and developing countries in particular, there is a need to further open global
services trade.

| also do admit that the commitments taken on by WTO Members at the end of
the Uruguay Round may have been burdensome for some developing countries.
Implementing the WTO agreements was seen as being difficult for many.

For these and other reasons, the launching of the Doha Round was essential for
countries' continued efforts to create a multilateral trading system which would
address remaining imbalances towards developing countries and could thus
benefitall.

The Doha Development Round

Almost seven years after the launch of the Doha Round what we now have on
the table is at least two or three times greater than from any previous round of
negotiations. Among the areas where developing countries in particular would
gain, let me highlight the elimination of agricultural export subsidies, significant
reductions in trade-distorting domestic supportin agriculture and agricultural
tariffs, with greater efforts needed on cotton, reduction of high tariffs and tariff
peaks on industrial products of export interest to developing countries, and the
opening up of services trade. Not to mention rules to simplify customs procedures
and cut red tape or reduction of fishery subsidies to help preserve fish stocks.

Just on agriculture and NAMA current proposals on the table could result in
savings of US more than 150 billion, with developed countries contributing two
thirds and with two thirds of the benefits flowing to developing countries. A
true development round.

You are all aware of the Ministerial discussions which took place in Geneva a
couple of weeks ago to attempt to set up the Agriculture and industrial pillars of
the Round. Intense negotiations probably moved the ball further forward in
those 10 days than in the last seven years, to use the expression of one of the
Ministers attending.

But the negotiations stumbled over the issue of the special safeguard measure
and we did not get to discuss cotton or issues related to intellectual property
such as geographical indications or the convention on biodiversity.
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Designing a special safeguard measure to protect developing countries against
import surges in food remains part of the “to do” list. Differences in positions
over the volume of imports which would constitute the trigger for the measure
and on the size of the remedy led to failure. Some members feared that the
safeguard would lead to a disruption of normal trade and wanted as high a
trigger as possible. some other members feared that the safeguard would not be
operational if it was too burdensome and wanted a lower trigger.

Itis ironic that the talks would stumble over a safeguard measure. Safeguards
have been a permanent feature of the multilateral trading system. They were
part of the GATT 1947 agreement in its Article XIX, which was developed in the
Uruguay Round with the creation of the Safeguards Agreement.

Even if the use of safeguards has been limited and has only had a minimal
impact on overall trade flows, it has always provided a political response to
domestic fears about trade opening commitments. In fact trade opening in
sensitive sectors has often been accompanied by “safety nets” to reassure
constituencies about multilateral commitments to trade opening.

A special safeguard was created in the Uruguay Round to provide a safety net to
WTO members agreeing to transform existing quotas on textiles into tariffs which
they also agreed to reduce. Also in the Uruguay Round, a safegquard measure
was created for those developed and developing countries which agreed to
“tariffy”, ie convert agriculture quotas into equivalent tariffs, and then cut those
tariffs. In fact, part of the discussions in July centred successfully around the
request by many developing countries that this Uruguay Round special
safeguard be eliminated for developed countries after a transition period.

If I have gone at length over this matter, itis because | do not think that the Doha
Round should collapse over this issue. | am convinced that — as powerful and
as important as this issue may be — the experience of the global trading
community over this issue must be put at work to find a compromise. Genuine
floods of imports, especially if these stem from unfair conditions, need to be
tackled and the mechanisms to do so need to be workable. At the same time,
safeguards should not be used to disrupt normal trade, in particular since many
of those to be affected are other developing countries for whom Doha also needs
to be adevelopment round. Nor should they be used as a substitute for adequate
domestic policies in the agriculture sector. A fine balance is required and the
search for this fine balance requires that our negotiating resources continue at
work.

After the failure to achieve modalities at the end of July, many were the voices of
those who pleaded for what had been achieved to remain on the table. A lot of
work had gone into issues such as tropical products, preference erosion, LDC
related issues or bananas and members said it had to be preserved so that
modalities could be built on that work. All members have committed to do so.
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There is now far too much on the table, particularly for developing countries, to
give up on these negotiations.

As the dust starts settling, all Members will need to think about the next steps. |
understand from my contacts here in Delhi that India wants to be an engine for
commitment and engagement over the coming weeks. | know the quality and
dedication of the Indian negotiating team led by my friend Kamal Nath. And |
also know the commitment of India to a strong multilateral trading system,
which Prime Minister Singh underlined once again in our discussions yesterday.

For as strong and big individual WTO members are, alone they will not be able
to tackle the challenges facing our societies. Neither on trade and economic
matters, nor on other pressing issues such as climate change or immigration to
name a few. The world is interdependent and the solutions must be the result of
a collective effort; all need to contribute to address our collective challenges.

The title of this seminar could not be any more timely: global partnership for
development. And the test in front of us could not be clearer: moving the Doha
Round to its successful conclusion remains a good test for our collective
determination to a global partnership for development. Not to mention Aid for
Trade, which although not formally part of the WTO agreements, is a field
where the Organisation has been saddled with new responsibilities since 2005.
But will come back to that later today in our afternoon session.
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