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The purpose of this session, according to the annotated agenda, is to “discuss the main difficulties which developing countries will face in a non-multilateral world”. The annotations are in my view, by making this statement, assuming that multilateral system has ceased to operate with the failure of the Cancun Ministerial meeting. This is far from the case. Let us not exaggerate the impact which the failure of the Cancun meeting is having on the functioning of the multilateral trading system. Cancun was not the first meeting to fail in achieving the objectives for which it was held. During the Uruguay Round of Trade Negotiations, 1998 Ministerial meeting, which was held to carry out mid-term review and the Brussels meeting, which was held in 1999 to conclude the round also ended in failure. Cancun was, like the meeting held at Montreal during the Uruguay Round, nothing more than a midway checkpoint on the progress made in the present ongoing negotiations, which were launched by WTO members in Doha. Looked against this background, as Ambassador Rubens Recupero, Secretary General of UNCTAD has stated, Cancun should be treated “as a part of journey and not as destination missed”.

It is no doubt true, that immediately after the collapse of the meeting at Cancun, the negotiators engaged in the “game of blaming others” for the failure of the Cancun meeting. Some analysts saw also in the failure the demise of the multilateral trading system. They envisaged that countries, particularly developed countries, would now rely more and move on bilateral or plurilateral regional preferential arrangements for the development of trade. This period has end and these appears a new political will on the part of all countries, to revive the trade talks. Ambassador Zoellick has written to the Trade Ministers of all Member countries, reiterating the commitment of his country to the multilateral trading system embodied in the WTO and the determination of the US Administration not to allow the forthcoming Presidential elections in his country, to stand in the way of restarting the negotiations. Mr. Pascal Lamy, the EU Commissioner, who immediately after the collapse of the meeting, declared that WTO’s outdated methods of work need to be reformed before negotiations could start, has reacted favourably to the US imitative and has declared that the EU is committed to relaunching the negotiations. Almost all Ministers from the developing have in their statement in the Ministerial and other meetings, taken the stand that they would be willing to participate actively in the negotiations, if the major players show that they are serious about,‘negotiating by agreeing to at least some of their demands. They have further reaffirmed their faith and confidence in the multilateral trading system. All of them appear to support the sentiment reflected in the statement made by Celso Amorim, Foreign Minister of Brazil, when he stated that “the WTO is irreplaceable” not only for Brazil, or for members of G20, but also for all developing countries.

It is in this context, important to note that following the discussions which took place in the General Council in the months of November and December last year, the procedural arrangements for restarting the negotiations have been now put in place. Under the procedures adopted for negotiations the new chairpersons of the groups and committees responsible for negotiations were to be elected newly after the Cancun Ministerial meeting. This process has now been completed and since last month these groups and committees have started meeting. There is however reluctance so far on the part of all countries to engage in serious negotiations. Though serious efforts to begin them are being made by all interested parties, there are serious doubts, as to whether the major players, would show real willingness to change their existing negotiating stance and show readiness to find compromise solutions.

This willingness on the part of all of the participants to commence at an appropriate time in particular serious negotiations, should not be however be taken to imply that all member countries, particularly the developing and least developed countries consider that the multilateral system is functioning well. This is far from the case.  There are major difficulties which it is encountering.
First, is that experience of the operation of the system during the last two decades has shown that it has not succeeded in achieving the main objectives for which it has been created. These objectives include promoting through trade increased production, employment and sustainable development and alleviating poverty. In many of developing countries, particularly in those which are least developed or at lower stages of development, the liberalisation measures which they have taken, have not resulted in much new investment or establishment of new industries. The increased exposure of their nascent domestic industry to competition has on the other hand resulted in some bankruptcies and closing down by firms which were not able to face such competition. This has created increased unemployment instead of more employment. In the agricultural sector also increased imports of grains and other food products from developed countries at dumped prices, are substituting domestic production, thus denying the poor farmers their main sources of income. The result has been many the people in these countries are becoming poorer. The expectations that the multilateral trading system would assist the governments of these countries in the efforts they are making towards promoting industrial and agricultural development and for alleviation of poverty have been mostly belied.  Take the example of Africa where a large number of their share in World Exports fell from 4.1% to 1.6% between 1980 and 2000.

Secondly, their apprehensions that the multilateral trading system is failing to achieve its objectives, are being further confirmed by the negotiating stance which most of the developed countries have adopted in the present ongoing negotiations. For instance, in the agricultural sector, the approach by the major funding powers has been to require developing countries to reduce their tariffs, while they themselves have shown reluctance to reduce domestic and export subsidies, which enables their farmers to sell in international markets their high cost production at extremely low prices, replacing competitive exports from developing countries. The serious problems which these subsidies pose to developing and least developed countries is well illustrated by cotton. The grant of subsides by U.S.A. and EU is displacing in internationa1 markets, cotton supplied by competitive producers in Africa and Asia. And yet there is reluctance on the part of these major players, to make in the course of the round, substantial reductions in these subsidies, which have been distorting trade and have been denying the main source of livelihood to farmers in the poor countries producing cotton.  It is important to recall that failure to reach Agreement in Agriculture Negotiations was the principal cause of the failure of in the multilateral trade conferences in Montreal, Brussels and Cancun Seattle’s failure was due to many factors including the so called new issues.

The approaches adopted in other areas of negotiations are also similar. The developed countries, which have in the past nurtured and developed industrial production, by providing high level of protection through tariffs, are pressing developing countries, many of which are just trying to develop export oriented production, to reduce tariffs and thus provide improved access in their markets to products produced by their technologically superior and therefore highly competitive industries. The pleas of developing countries, which are at lower stage of development that the past experience has shown that unless physical and human infrastructure needed for industrial development is developed, liberalization does not necessary lead to increased and efficient production, are being ignored.

In the negotiations in trade in services also, the same doctrinal approach is being followed. The developing countries are being persuaded to accept it would be in their long term interests to remove restrictions which they apply to the establishment and operation of foreign banks, insurance, telecommunications and other service sectors while this may be true.  Almost all these sectors are those where the main beneficiaries of liberalization would be service industries in the developed countries. Many of the developed countries have however in their offers for liberalisation, shown reluctance to open their markets in the sectors and modes of supply in which, if not all, at least some of the developing countries are able to claim comparative cost advantage. A number of these countries for instance, are today in a position to supply many of the services needed in developed countries which can be provided by individuals or natural persons. This however calls for removal of restrictions which are applied by developed countries today, to the movement for temporary periods of skilled and unskilled worker.  

There is however, reluctance to the removal of such restrictions on the part of most of these countries today, to the movement of skilled and unskilled worker for temporary periods.  Almost no offers have been made for meaningful improvements in the existing regimes which apply to supply of services through this mode.  Instead of encouraging such movement, there are indications that measures may be taken to restrict trade which some of the developing countries have been able to develop through providing facilities to manufacturing and service industries in developed countries to get some of their jobs done in their territories. Both in U.S.A. and EU pressures are being built up by workers who are likely to lose their jobs, for certain degree of control by the government on the extent to which companies can out source to other countries, the service functions, which are being performed or could be performed in their territories.

Equally disturbing to the developing countries was the insistence by developed countries that new subjects - trade and investment, trade and competition policy, transparency in government procurement and trade faci1itation -which had been included in the WTO’s work programme for study and analysis, must be taken up for rule making during the course of the present round of negotiations. Scant regard was paid in the discussions which took place prior to the Cancun meeting and during the first two days at Cancun itself, to the views of a number of developing countries, that they were not prepared at this stage of their trade and economic development, to accept binding new international rules in new areas.

To recapitulate what I have said so far, the main reason for the failure of Cancun can be attributed to the general failure of the multilateral trading system to contribute significantly to the trade and economic development of developing countries and in alleviating poverty. The situation was aggravated by the developed countries insisting that the modalities that suited mainly their trade interests should be adopted in negotiations in such areas as trade in agricultural, non agricultural products and in services and that new subjects, to which developing countries were opposed, must be taken up for negotiations. It was the pursuit by these countries of the proposals which suited entirely their trade and economic interests while ignoring developmental issues that made developing countries to unite and oppose the acceptance of the draft Ministerial text. 

Against this background, in my view one of the positive effects of the failure of Cancun is that it has provided all of us time to pause and think. If there is any lesson that can be drawn from the experience at Cancun, it is that it would be desirable and necessary for the negotiators from developed countries to recognise and accept that the days where they could force developing countries to accept agenda for negotiations that catered solely to their trade interest are over. Thanks to the studies that have been undertaken by independent research organizations on the trade and economic development problems of developing countries and the role which trade liberalization can play in promoting their economic development, the negotiators from developing countries are today in a better position in understanding the implications which further liberalization or acceptance of new disciplines could have for their trade and economic development. The technical assistance that is being provided has further helped in building up capacities of their officials in participating in negotiations. They would be therefore insisting on participating in the negotiations on the basis of equality and maintain that all decisions -whether they relate to modalities for negotiations or to inclusion of new subjects in negotiations - must be taken after taking into account their views and by consensus.  They are clearly aware of the need to compromise in order to achieve balanced results.

A clear “win” for developing countries which can be said to have emerged from Cancun, is their ability to form “alliances in the defence” of their core development interests. The emergence of G20, lead by Brazil, India, China and South Africa and the coalition of ACP and least developed countries which has resulted in the creation of Group of 90 are changing the dynamics of multilateral trade negations.

Would G20 and G90 provide an effective counterweight to industrialized countries in the future organizations? Or would their conflicting interests provide obstacles in taking common positions? The present indications are that both these groups, particularly G20 - are trying to strengthen the links among members not only in the trade field, but also in political and other fields in order to be able to take common positions in WTO as well as in the negotiations in other UN organizations. The impacts for this is provided by the signing of the Framework Agreement between India, Brazil and South Africa to boost trade among themselves and to counter the domination of the world trading system by the development countries.
It is clear that these two groups are going to play, both singly and together, an important role in future negotiations. The task is not however going to be easy as the interests of their members in many areas conflict. In the case of the Group of 90 for instance, while a number of countries benefit from EU’s preferential arrangements and Commodity Protocols, others which do not benefit from such arrangements, and are unhappy about these arrangements.  It is important and however for them to recognize that their strength lies in their unity.  I am however convinced, that as the negotiations proceed, developing countries will in order to strengthen their bargaining positions, form coalitions to promote their interest, under the umbrella of these two groups.

Let me now turn to the last two questions in the annotated agenda. First, is whether, if developing countries were not able to adopt common positions, would it be in their interests, particularly of the ACP and the least developed countries, to form a strategic alliance with the EU in the multilateral trade negotiations. I think in areas where there is commonality of interest between EU and the developing countries, the latter countries have been relying and would continue to rely on cooperation and support from the EU. The least developed countries are for instance, looking for support to the EU for finding suitable solution to their demand that the reductions that would be made on MFN basis do not result in sudden loss of preferential access which they enjoy in its market. Likewise, ACP countries which benefit higher prices for sugar exported to its member countries, and other preferences will try to ensure that the reductions in subsides and the erosion do not result in immediate termination of the existing arrangements for assured higher prices.

In many of the other areas however, there is no commonality of interests in the negotiating positions and approaches taken by the EU and the trade and economic development needs of developing countries. In the field of agriculture for instance, the position of most of the ACP and least developed countries (a part from preferences) is closer to that taken by the members of the Group of 20 than by the EU. In some of the areas the positions taken by the developing countries even conflicts with that taken by the EU.  On new subjects, for instance, the EU had been pressing that all these should be taken up for negotiations on rule making while most of the developing countries felt that these subjects were not appropriate for coverage in the WTO system. I have therefore serious doubts about the viability and feasibility of the proposal for forming strategic alliance between EU and developing countries (ACP and LDCs) on such issues. 

The last question which has been raised is that in view of the current impasse in multilateral trade system, will developing countries prefer regional arrangements? My view is that question exaggerates the threat which failure of Cancun meeting posed to the multilateral trading system. As I have explained already steps are being taken to resolve the crisis situation created by the collapse of the meeting and the procedures for continuing the negotiations have been put in place. The journey towards completion of the negotiations would once again commence, when as a result of the bilateral and plurilateral negotiations that are taking place among the main interested countries, existing deadlocks are resolved.  My expectations is that they would be completed, hopefully for the satisfaction of all, if not by the end of this year, by the end of 2005.

I also consider that it would be unrealistic to consider regional trade agreements as alternative to multilateral trading systems or to hold that the present impasse in multilateral trading system is making countries to negotiate regional trading arrangements.  Regional arrangements can be complementary to the Multilateral and in any case provide the Uruguay Agreements.  The trend towards proliferation of regional Trade arrangements has been in existence for a number of years.

The decisions by the U.S.A. and Latin American countries to negotiate Free Trade Area of Americas or by the EU to negotiate Partnership Agreements with the ACP countries were taken about a decade back. In fact the world community has now come to recognise that under the new evolving world trade systems regional preferential arrangements would play increasingly important role and therefore would be necessary to see that such arrangements are not only consistent with the rules of the multilateral trading system but also complement and strengthen it.

From this point of view it would be necessary to examine, whether the present multilateral rules, which permit countries to enter into regional preferential arrangements, if certain conditions are met, take into account adequately, the developments which are taking place in relation to the negotiations of such arrangements.  These provisions are contained in Article XXIV of GATT the General Enabling Clause and Article (V) of GATS.  Provisions of Art XXIV of GATT apply to referential free trade area arrangements covering trade in goods.  Some analysts consider that these provisions which inter alia lay down that member countries entering into free trade arrangements must eliminate tariffs and other barriers applicable to trade amongst themselves on “substantially all trade” amongst themselves within a period of “ten to twelve” years were negotiated when GATT was adopted some fifty seven years back.  It was then assumed that such arrangements would be entered into among countries which are at more or less the same stage of development.  Recent years however, have witnessed, as I have mentioned earlier, decision to establish free trade areas of which countries at widely differing stages of development – developed, developing and least developed countries would be members.  There are concerns that the requirement that they must eliminate customs duties and other barriers to trade on substantially all trade would pose serious problem to their nascent industries of developing countries.  The Cotonou Agreement recognizes this problem.  It therefore provides, inter alia, that developing country members and the least developed countries could under the partnership agreements, be provided with special and differential treatment by permitting them to exclude certain sectors of industries from obligation to eliminate duties and by providing longer time for phasing of the elimination for duties than the period of ten to twelve years envisaged by the WTO rules.

One of the ways in which disadvantage which developing countries are likely to face in trading with countries which are members of regional economic groupings is through negotiations for reductions of tariffs and other barriers to trade on a preferential and global basis among developing countries. The mechanism for development of trade on such basis is provided by the Global System of Trade Preferences (GSTP) which has been negotiated under the auspices of UNCTAD.

At present from the practical point of view, the benefits to the member countries of the GSTP have been limited.  Intra-trade among members in products covered by the system has increased if at all only marginally.  One of the reasons for this is that in the initial stage when the system was negotiated some thirty years back most of the countries were following policies which placed emphasis on import substitution rather than development of exports. There was therefore great reluctance then in reducing tariffs, even for imports from developing countries. Consequently most of the products, in which there is potential for the development of trade among developing countries as a group have not been included in the system.  Some attempts to broaden the scope of the product coverage has been made over the years.  Lack of political will on the part of most of the member countries to use the mechanism as a tool for the development of trade on south-south basis has prevented so far, in my view, developing countries from making full use of the advantages that the system provides.

To ensure that any such negations aiming at the development through GSTP south-south trade compliment the negotiations on going WTO negotiations, it would be desirable to launch such negotiations as early as possible and complete them more or less by the same time as WTO negotiations.  The success of these negotiations would however greatly depend on how far the developing countries belonging to all regions – Asia, Asia and Latin America – show political will to participate actively and for exchanging preferential concessions on as wide list of products as possible.  From the points of the multilateral trading system the broadening and strengthening of GSTP would constitute one of the important steps towards attainment of one of its important objective versus that of reducing discrimination in world trade.

Conclusion

In order to avoid future trade talks f the following approaches could be  

· Changing in the way negotiations have been undertaken since the GATT. This is important not only for the transparency and accountability of the system but also to its credibility, 

· Avoiding to launch trade negotiations on too many issues to be concluded in a very short period of time. There must be a balance between issues, interests and the time allocated for negotiations. Also, issues should mature through debates and discussions before being tabled for negotiations,
· Major players, in particular the EU, Canada, Japan and the USA should assume more responsibilities in ensuring positive outcomes of the talks by taking more and concrete commitments including on issues related to agriculture. 

· Developing countries should support each other in the negotiations. They must recognize the special socio-economic conditions of the poorest countries and forge solidarity with the latter.
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