THE MULTI-LATERAL AGENDA-DEVELOPING COUNTRIES PERSPECTIVES: -THE MEFMI REGION’S PERSPECTIVES
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1. INTRODUCTION

The Multilateral Trading System (MTS) has assumed increasing importance in the economies of all countries. Despite this, the participation of the MEFMI1 countries in the WTO has been disappointing, principally because:

a) There is general lack of coherent national trade polices in the Eastern and Southern African countries (ESA).

b) Lack of human and institutional capacity to understand, negotiate and implement WTO Agreements compounded with inadequate staffing in the embassies of the ESA countries represented in Geneva.

c) The lack of an effective consultative mechanism for MEFMI countries at national and regional levels.

d) ESA countries have been reacting to the proposals and initiatives of the developed countries.

The ESA countries should adopt a pro-active stance in WTO negotiations and be prepared for WTO negotiations. ESA countries should define their trade related objectives and needs, in order to identify issues of interest to them and through a collective African countries strategy engage more effectively in multilateral negotiating processes that are shaping the terms for international trade, investment and other trade-related issues, in the WTO.

2. PRINCIPAL AREAS REQUIRING CHANGE TO MULTILATERAL RULES

The MEMI states being part of the African group will need the following aspects of WTO agreements be re-addressed:

i) The “built-in” negotiations mandated in various WTO Agreements, particularly agriculture and services, as well as a review of the implementation of the agreement on TRIPs.

ii) ESA Countries existing concerns and difficulties with regard to existing imbalances inherent in WTO Agreements. Priorities should be changes to Anti-dumping rules, exemptions from TRIPS and investment disciplines and the removal of restrictions in textiles trade.

iii) Development of new multilateral trade rules on electronic commerce, investment and competition policy.

2.1 Review TRIPS

The Africa Groups proposal on TRIPS (WT/GC/W/302 dated 6 August 1999) to the WTO General Council outlines the concerns of African Countries on the TRIPS and proposes a strategy to review TRIPS. The major concern with the Trade-Related Intellectual Property Rights (TRIPS) Agreement is that it would have serious negative effect on development especially on the capacity and opportunities for developing countries to develop and use indigenous and local technologies. In implementing the TRIPS agreement, ESA countries should be aware there are various options to each of the aspects of TRIPs, and they should identify and choose the options that are most appropriate to their interests and least damaging. The following changes to TRIPS are proposed:

a) Review Article 27.3 (b), clarify that plants and animals as well as micro organisms and all other living organisms and their parts cannot be patented and that natural process that produces plants, animals and other living organisms shall also not be patentable.

b) Members should retain the flexibility to develop sui generis regimes for plant variety protection, which harmonises Article 27.3 (b) with the provisions of the Convention on Biological Diversity and the International Undertaking on Plant Genetic Resources, so that the conservation and sustainable use of biological diversity, the protection of the rights and knowledge of indigenous and local communities, and the promotion of farmers’ rights, are fully taken into account.

c) Articles 7,8 and 66.2 need to be honoured. Article 66.2 deals with compliance within the framework of objectives in articles 7 and 8.

d) Patents inconsistent with Article 15 of the Convention on Biodiversity (CBD) must not be granted.

e) Article 31, there should be a provision authorizing members to use automatic compulsory licensing for essential drugs;

2.2 Services

African countries are encouraged to study their services schedules. African countries should push for the consolidation of their rights under the GATS agreement, in particular:

a) Retain the Special and Differential Treatment provisions and operationalise them fully.

ESA countries are aware that they are under no obligation to liberalise, they can liberalise according to their national priorities.

2.3 Agriculture

Some African countries at the time of entry into force of the Agriculture Agreement had either not notified their existing subsidies or notified that they had no subsidies and thus forfeited their right to maintain or introduce subsidies. This is an issue, which needs rectification in order to enhance flexibility to African countries in the use of measures to stimulate agricultural production and exports. It is therefore, recommended:

a) Imbalances in the Agreement on Agriculture should be addressed. As these imbalances have seriously hamstrung African Countries’ ability and potential to develop this sector in African countries. There is need to harmonise provision in the Agreement that provides different sets of rules which effectively allow developed countries maintain subsidies while denying developing countries the same rights.

b) Argue for and demand better market access for African products. OECD subsidies have been reclassified and not reduced, thus failing to bring better market access for developing countries.

c) The disciplines of the Agriculture Agreement do not apply in African countries in relation to domestic food production for local consumption and that they ensure protection of small and subsistence farmers

With respect to the elimination of the trade measures within a specified time frame, it is recommended the ESA countries should urge for a review of the “stand-still” commitment on domestic support and export subsidies under the Agreement on Agriculture. There is need for the rectification to provide enhanced flexibility to African countries in the use of measures to stimulate agricultural production and exports. Only one of the five categories of subsidies is prohibited. These are the “amber box” subsidies. However, generally Developing countries provide subsidies, which are of the price support and are prohibited!

2.4 TRIMS

MEFMI countries are facing serious problems in conforming to the Trade Related Investment Measures (TRIMS) Agreement as it places serious constraints on their industrial development. Under the TRIMS Agreement, a review of the National Treatment requirement (Article 2…TRIMS Agreement) is undertaken as a matter of priority, (insofar as the domestic current requirement content requirement which was of immense benefit to ESA States has been explicitly prohibited by Article 2.2) this prohibition results in an unnecessary outflow of foreign exchange from MEFMI States.

The MEFMI countries should continue to regulate and welcome Foreign Direct Investment with caution. MEFMI States should oppose any agreement in WTO that fosters to curtail the rights and discretion of the host countries to regulate the inflow, conditions and operations of foreign investment in order to provide full freedom and rights for foreign investors. MEFMI countries should oppose any proposal that might brought into the WTO regarding the Multilateral Agreement on Investment (MAI), as MAI removes the rights and discretion of developing countries to regulate foreign investors, and as its dispute settlement system is of grave concern.

2.5 Dispute Settlement 

For a rules-based system to operate there must be fairness and independence. The dispute settlement system must be reformed to afford a fairer protection of developing countries.

a) The Dispute Settlement Body should work out specific means to reduce the cost for African countries of effective participation in the process

2.6 New Issues

The framework for new issues is contained in Para 3.2 of the URAs. The current demand is for a new round on issues on which developed countries are agreed, with the door left open for the introduction of other subjects under an incremental approach. Developing countries must put a stop to this.

The MEFMI States should ensure that they put forth their views effectively in promoting development perspectives and principles in the process of the work of the WTO working group. 

3. WTO AND POVERTY REDUCTION EXPECTATIONS

The integration into international trading system is a function of a countries ability to identify and exploit trading opportunities, effectively defend its trading rights, fulfil its trading obligations and define and pursue its trade and development interests in trade. Trade agreements between developed and developing countries are primarily about creating policy reforms, market environments, conditions and new opportunities for foreign capital investment into developing nations. FDI might lead to increases in trade flows but have varying impacts on growth and development. Research has shown that there is weak evidence that FDI into developing countries generates positive spillovers for host nations.    Poverty reduction can be achieved through: 

i) Creating a framework for economic growth and transformation

ii) Ensuring good governance and security

iii) Directly increasing the ability of the poor to raise their incomes and

iv) Directly increasing the quality of the life of the poor.

WTO through the integrated Framework could address poverty reduction through:

a) Urging Developed countries not to use some multilateral agreements like the Anti-Dumping Agreement, the Sanitary and Phytosanitary and Technical barriers to Trade Agreements in a discriminatory manner thus creating barriers against imports from developing countries.

b) Pressing for more support on the question of Debt relief through the HIPC initiative, if MEFMI states are to be effectively integrated into the trading framework. The participation of IMF, World Bank, UNDP and WTO in the integrated Framework for LDCs provides a forum at which the issue of poverty reduction and debt can be tackled. The impact of debt on trade should not be overlooked.

c) WTO should urge all developed countries to improve market access conditions for MEFMI states.

d) Provision of more Aid and sustained technical assistance.

Does freeing trade boost economic growth, and so helps to alleviate poverty? Supply side constraints facing ESA countries need to be addressed first, for trade liberalization to have a positive impact. Experience of trade liberalisation in countries like Zimbabwe, Zambia and Tanzania clearly show how trade liberalisation can increase poverty! Liberalisation discouraged the promotion of local industries, increased unemployment, unsustainable Balance of Payments and increase in national debt. National development efforts are jeopardized due to obligations contained in WTO Agreements.

4. WTO AND MEFMI COUNTRIES WIDER PLANS

Developing countries are becoming more knowledgeable and experienced with understanding WTO issues; MEFMI countries join other developing countries in calling for a revisit of the WTO agreements to make them balanced.

African countries position2 strongly opposes the idea of starting a new round and recommends that negotiations on the Built –in Agenda continues within the context of the present round but should the agenda overlap built-in issues, MEFMI countries will be prepared to formulate new issues of interest to them for inclusion in the new negotiations, to be undertaken on a sectoral basis. African countries recommends that the developed countries’ Uruguay Round Agreements commitments be fully implemented, particularly the WTO Ministerial decision on Measures concerning the possible negative effects of the reform programme on LDCs and net food importing countries. 

With respect to Built-in agenda, the following recommendations emerged:

1. Wherever there is injury or threat to injury in the domestic industry, MEFMI countries should take safeguard action. Injury from dumping should be countered with anti-dumping action.

2. Future multilateral trade negotiations should take into account African countries developmental needs.

3. Positive steps are taken to rectify certain anomalies with respect to the application and operation of existing “standstill” commitment on domestic support and export subsidies under the Agreement on Agriculture. There is need for rectification to provide enhanced flexibility to African countries in the use of measures to stimulate agricultural production and exports.

4. African countries will propose changes in TRIPs Agreement that would be in interests of development and of the African Countries.

5. African countries are looking at strengthening their institutional capacity to participate effectively in international trade and in the activities of WTO. To achieve this, these countries will increase their representation in Geneva and Brussels as well as improved co-ordination with their Capitals.

6. African countries should address supply side constraints in order to benefit from improved market access.

7. There should be a well-defined process of co-ordination between LDCs and agencies participating in the implementation of the Integrated Framework.

8. WTO should establish integrated programmes of technical assistance and institutional support to all countries to improve capacities of developing countries to participate effectively in WTO activities.

9. Establishment of mechanisms for the effective implementation of GATS Article IV, which aims to increase developing countries’ participation in global services trade.

10. A recognition of the right of Members to regulate, and to introduce new regulations, on the supply of services

Implementation concerns cover a large number of problems African countries face, these problems are a result of imbalances current in WTO Agreements, which are biased in favour of developed countries. African countries will seek making mandatory the “best endeavour” provisions in developing countries’ favour, which have been partially implemented or ignored. Africa will demand new exemptions and extensions from compliance deadlines for some of the key Agreements.

i
5. CONCLUSIONS

Globalisation will not spare African countries; MEFMI states should effectively participate in international trade negotiations. African countries should build capacity to tackle the complexities and technical issues of the WTO. Pooling of resources by developing countries through regional bodies could assist in addressing issues affecting them in WTO. Seattle failed in part because developing countries were this time prepared! African countries presented good positions, but now need to cooperate with Asia and Latin America. Developing countries are not homogeneous but they agree on the need for:

· Policy space

· Reform of the WTO to increasing transparency, accountability and equity.

· Cooperation from developed countries to increase market access and stabilize commodity prices and

· Addressing the supply side constraints and technology transfer

Implementation issues should be the primary focus together with the debt problem, rather than embarking on new issues. The key principles should be changed to development, capacity building, equity and poverty reduction. A stand around Paras21 and 22 of the Draft Ministerial text of Seattle (Mchumo Text) is needed. Africa has no resources to deal with new issues as it is still bogged down with problems of implementation, thus the need to rebalance the agreement.

1 MEFMI member states include: Angola, Botswana, Lesotho, Malawi, Namibia, Swaziland, Tanzania, Uganda, Zambia and Zimbabwe all part of the “African Group”.
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