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EU-LDC Conference 2001

Trade and poverty

Non-verbatim summary of the Public Debate

Supachai Panitchpakdi (WTO Director-General Designate)

In preparation for my future function at the WTO, I travel so much that when, one night, I woke up at my home in Thailand, I couldn't figure out in which hotel room I was. Yet when I received the invitation from the EU-LDC Network, I immediately accepted. As some of you know, I have lived for eight years in Rotterdam till 1973 when I completed my Ph.D. in 1973 under Jan Tinbergen. This invitation brings me back for the first time in some 30 years.

Some words about myself. Before my election as designated head of the WTO, I was deputy prime minister in Thailand in the middle of the Asian financial crisis and it was a horrible experience to have to deal with a minus 11% GDP decline after years of GDP positive growth rates of 8-10% per year. These and other experiences explain why developing countries have become disenchanted with open trade and with their marginalisation and the continuation of large numbers of people living under the poverty line.

The EU-LDC Network conference has addressed issues that we need to think about. Economic growth is needed to eradicate poverty. My new book "Globalisation and trade in the new millennium" contains 20 of my speeches including on several of the issues raised in the EU-LDC network conference. The issues on the WTO agenda are multiplying and more funding is needed to give the WTO secretariat itself the capacity to deal with this. One of the things I want to do is to evaluate the Integrated Framework because it does not work. 

Today, I want to speak about three things that are important: redressing the balance of benefits coming out of the previous and future trade round; implementation and coherence.

There is the debate on whether/how the balance as regards the fruits of earlier trade rounds should be redressed. Some consider that redressing is not necessary as the benefits of the Uruguay Round are supposed to have been spread evenly. Many developing countries contest this view however.

Indeed, out of 8 rounds, the Uruguay Round was the only one that witnessed an active participation by the developing countries. Yet, it took 8 years to achieve results that were seen as sufficiently satisfactory to reach a global agreement. And still agreement on further agriculture and services issues had to be taken out of the negotiations (and be placed on the so-called “built-in agenda”) so as to finish the Round.

The Uruguay Round bargain was somewhat as follows: In exchange for the industrialised countries’ concessions in agriculture and textiles (and the built-in agenda in agriculture) the developing countries took on the burden of managing their commitment to new issues such as TRIMS and TRIPS.

Yet, the built-in agenda on agriculture is going nowhere now because neither the EU nor Japan want to negotiate in this area unless it is within the confines of a comprehensive trade round! Also the Agreement on Textiles and Clothing has not benefited developing countries very much. Only a limited number of quotas have been phased out and these were largely irrelevant for developing countries. 

Secondly, there is the debate about implementation of commitments undertaken at the Uruguay Round. Neither the industrialised nor the developing countries have fulfilled all their implementation commitments.

It is true that reforming the EC’s Common Agricultural Policy is difficult. Yet, the OECD countries spend $350 billion in supporting their agricultural sectors while their imports from poor countries are $170 billion. 

Moreover, implementing TRIPS is a very burdensome task for developing countries.  Let us not forget that rules on TRIPS were proposed by the US pharmaceutical lobby in the middle of the Round. Yet, why do pharmaceutical companies need protection for 10 years when serious illnesses are affecting millions of people who need their medicines?

As for TRIMS, these are measures that a number of developing countries have used for years to promote their exports and reduce balance of payments difficulties. These countries still need to use them. Yet, they are under great pressure to give them up.

In sum, if implementation is not carried out by the industrialised countries, the developing countries will not accept a New Round.

Thirdly, there is the debate on the coherence to tackle poverty from all sides. Non-trade concerns, such as multifunctionality, environment, social issues, human rights, (…) are very important. But can trade, can the WTO, address and solve them all at once?  We must accept that the WTO cannot achieve everything. The main reason people are seeking to bring these issues into the WTO is because the WTO has teeth. Yet, why don’t they put teeth into, let’s say, the ILO. The WTO is not a development institution like UNCTAD or the World Bank. These institutions on the other hand do not always take WTO requirements into account in their development plans. Therefore, more coherence is needed between aid and trade people. 

Tom de Bruijn (Dutch Ministry of Foreign Affairs, DG International Co-operation)
On coherence:

The Dutch position in this debate is supportive of what Dr. Supachai has said. My Minister, Mrs Herfkens, today in the Development Council in Brussels, pleaded for more coherence using as an example EU fisheries policy: the EU concludes fisheries agreements with developing countries (for instance with Mauritania), offering EU trawlers the opportunity to fish in their waters. A financial compensation is offered to the countries concerned. At the same time EU development policy tries to foster sustainable management of fishery resources in those countries. Given the presence of the EU trawlers this is hard to achieve. This is clearly a case where the EU puts the horse behind the cart, where we first do one thing with trade and then find it difficult or impossible to compensate the indirect effects of trade policy with another policy. On the specific point of the Poverty Reduction Strategy Papers (PRSPs) for the least developed countries we believe that trade policy should be an integral part of the PRSP-process. Full involvement of all stakeholders is called for. We actively try to stimulate the World Bank to take trade issues on board. 

On redressing the balance:

The textiles agreement is an example of the question of whether the glass is half full or half empty. The adjustment period is not being used well. The EBA (Everything But Arms) initiative shows that sometimes life is not easy. We would like to have gone much further, but in the end it turned out to be necessary to accept a limited number of exceptions to the general rule of duty free market access. We have taken what is politically possible.

On implementation:

The EU position in Geneva is that we will talk about three baskets: issues for immediate implementation, issues to be resolved in Doha and issues to be addressed in a new Round. In the next couple of weeks it should become clear what we can do before Doha.

On the agenda for the new round:

The question is how to make it as comprehensive as possible? If we do not succeed in launching a new round, then this would be bad for every one. Also the timing would be bad. Given the economic downturn in the US and in Germany, it would be a bad sign to give. 

Kato Lambrechts (Christian Aid)

We see a window of opportunity now that poverty alleviation is beginning to mainstream as a subject for policy makers and academics. When we look at poverty we see a social scandal. Poverty is a scandal for humanity. Since 1990, political capital has built up to work on poverty alleviation. We are beginning to understand the faces of poverty. It is not about marginal groups but about workers, in many countries wage earners are poor, citizens with rights are poor. The quality of growth, access to production factors and credit and vulnerability are key issues and it is largely thanks to the UNDP (and not the World Bank) that these issues have become important and are now incorporated in the PRSPs (Poverty Reduction Strategy Papers) as part of the conditions for debt relief to HIPC (Highly Indebted Poor Countries). These are important because they are taken serious by the donor community for aid and policy advice.

Secondly, developing countries are not particularly enthusiastic about the notion of a new round and they have not been primarily involved in the negotiations leading to the ministerial meeting of Doha. Developing countries have higher priorities such as their Poverty Reductions Strategy exercise, regional agreements, etc. They remain angry at the unfair subsidisation of agricultural exports by the industrialised countries. And they are very keen on seeing the new issues such as TRIPS (and their access to medicines for HIV and other major diseases) approached more favourably.

Michael Green (European Commission, DG External Relations)

Firstly, the continuing divergence between the richest and the poorer, a feature but not necessarily a result of the globalisation process deserves a more energetic response from the developed world, particularly in the form of  “more trade and more aid”. Yet, it also calls for appropriate action by the developing countries.

However, and secondly, there is a basic asymmetry as regards the link between trade and development: the weaker countries lack the resources/skills to manage successfully the demands of the international trade system and take advantage of the opportunities it presents. 

Thus, thirdly, for trade liberalisation to succeed, trade policy needs to have flanking measures (reform process). Development co-operation can thus be used (through the Poverty Reduction Strategies) to support the weaker countries in their liberalisation efforts and to enable them to benefit from the further increases in market access that the more advanced countries must offer.

Fourthly, the EU development assistance program is in the middle of a massive reform that will hopefully prove that aid can be delivered better and that aid can work. Once it is established that aid can assist in the fight against poverty, donor countries are likely to be more generous.  Thus more aid can accompany more trade. This is the way to tackle increasing inequity at the world level.

Fourthly, as for coherence, the European Commission is addressing the issue of the appropriate policy mix in its Country Strategy Papers to ensure that, at least, the EU is aware of the possible contradictions.
Ignacio Garcia Bercero (European Commission, DG Trade)

The key question in the coming months is: How can we work together until the Trade Ministerial at Doha so as to build an agenda for the New Round that is inclusive.

Firstly, market access remains the core business of the WTO. The New Round must include agriculture and textiles. The EU has shown its willingness to improve market access by launching its “Everything But Arms” initiative addressed to the Least Developed countries.  Although it has some restriction for the short-run as regards sugar, rice and bananas, it is a major step forward. After all, the EC is the only Quad partner that is committed to full liberalisation as regards the Least Developed countries.

Secondly, the EU is working very hard to convince the rest of the Quad of the need for a clear political sign before the Doha Ministerial.  However, not all implementation issues can be addressed at/during the Doha meeting.  Some of them will find their solution at the New Round.

Thirdly, the EU has indicated its willingness to clarify TRIPS provisions (particularly as regards access to medicines) and to address a number of developing country interests in negotiations.  Already in Seattle the EU showed its readiness to emphasise the flexibilities under the TRIPs on the issue of compulsory licensing.

Fourthly, in investment and competition there has been much progress since the Seattle meeting.  The EU has developed a sensible agenda with a strong development focus and has indicated openness to an approach in which developing countries would only decide at the time of conclusion whether to subscribe to the agreement.

Fifth, as regards the environment, the EU wants to focus on the clarification of WTO rules in relation to the trade provisions of environmental agreements, ecolabelling and the precautionary principle.

Sixth, for the EU social issues are not a subject for the New Round but a dialogue should be established including ILO, WTO and development organisations.

Anwarul Hoda (Indian Council for Research on International Economic Relations)

The answer to the question of whether we should have a new trade round and, if so, under which agenda, has not been agreed yet. The EU wants a new round and wants it to be comprehensive. Yet, some Asian and African countries do not want a round.

There are a number of good reasons to support the notion that a round will be good for the international community. Firstly, to keep liberalisation going. Secondly, the time is right – the 6 years-cycle was the norm in the GATT negotiations. Thirdly, the last years have seen a wave of regional agreements – there is a need to minimise their trade-diversion effects. Fourthly, it is important to address developing countries’ concerns as regards tariff peaks and implementation issues.

Any agenda for the New Round should be comprehensive to enable cross-sectoral trade-offs. Agriculture and industrial tariffs should be part of the negotiations, as well as a review of the Uruguay Round agreements.

To convince reluctant countries to accept a new round, implementation issues should be addressed before or at the Trade Ministerial meeting at Doha. This includes solving the problems caused by TRIMS: developing countries are asking to see their transition periods to be extended. It also includes dealing with the Customs Valuation Agreement, as developing countries want customs authorities from exporting countries to help identify fraud. 

Supachai Panitchpakdi

Firstly, we cannot be overambitious as regards the New Round.

Secondly, in spite of misgivings some people gave as regards the WTO, I intend it to reflect a development angle when I become the next Director General.

Questions from the audience and answers

Question 1 

We have heard from the Panel that: poverty is a social scandal and that there is asymmetry in the economic system which generates world resources for dealing with poverty and the case was made to use aid and trade more intelligently together.  But surely it can't be the idea to use aid to compensate for the inequalities and market failures. It would be better to first redress the balance and then to apply the aid.

On the other hand the record of WTO members with redressing the balance is poor. Textiles are a good example. The negotiators agreed on a ten year transition to enable the adjustments to go smoothly, yet in practice nothing happens and will not happen until the 31.12.04, which as someone said will be quite a night. Thus the ideals and the trade negotiating practice are worlds apart. My question to you is this: "Do you think you have partners (Bush, Blair, Schroeder etc) in the international arena who have the political vision/leadership and will to support you in re-balancing the benefits that originate from open international trade.

Answer Supachai: Lets not be too ambitious. Lets try to avoid that regional and bilateral agreements take precedence over the multilateral agreement. Let us try to reverse the terms of trade for developing countries. Our challenge is how to make trade create employment. The people must feel the benefits.

Question 2

What would be the effect of ending the CAP subsidies? Is it true that the benefits for the developing countries would be larger then the total amount of aid from the EU and its member states (40 Billion US$)

Answer by Tom de Bruin and Michael Green 

We are debating reform of the CAP in Europe. But reform is not easy. Such a major reform has been tried before, when the UK abolished its Corn Laws. This did eventually promote growth but immediately led to a wide spread depression in the agricultural sector and amongst the rural populations and this depression lasted for decades. The CAPs reform will start but take time. One factor supporting reform is the EU enlargement process, which makes the present system financially unsustainable in EU budget terms. For developing countries the main issue is not the CAP itself but the use of export subsidies.

Question 3  

If NGOs cannot participate in WTO negotiations because they are not democratically elected, how come that dictatorships are accepted as WTO members? 

Answer by Supachai

I understand and sympathise with the question but WTO’s mandate is only on trade negotiations between its member states.

Question 4

How to understand that a non-WTO country as Cuba can develop leadership in medical industry while other WTO members cannot?

Answer by Supachai

Openness in international trade is only one policy instrument for creating opportunities. For development other domestic policies are needed to create opportunity and growth. Without good domestic policies countries can remain poor despite having abundant natural resources and exportable products.

�  From a recent World Bank study ( B.Hoekman e.a) 
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