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Introduction 
Today, I plan to discuss some of the issues that I expect to be hotly debated at the upcoming 5th Ministerial Meeting of the World Trade Organisation (WTO) and offer a few pointers to future developments in the Round. 

This important meeting will be take place in Cancun, Mexico, and will run from 10 to 14 September 2003. It will be attended by all 146 WTO Member countries plus 111 Observers (35 countries and 76 international intergovernmental organizations). 

You may have read that the negotiations are stalled because of agriculture, that developing countries are digging their heels in to obtain a better deal than in the previous Round, that the WTO’s Members are hopelessly divided over issues such as the environment, competition and investment, that the US pharmaceutical industry is blocking a deal on access to medicines for the poorest countries – although in fact this last one was finally settled on Saturday.  

Despite all the polemics and the razzmatazz, however, don’t forget that Cancun, important as it is, is only a staging post on the road to a new Agreement. And before we look at what might happen there, perhaps now might be a good moment to look back, and review what was actually agreed at the previous WTO Ministerial, in Doha in November 2001 – the meeting which set the agenda for the new trade Round. 

Doha, 2001 
The 2001 meeting was undoubtedly a success, and an especially welcome one given the failure of Seattle in 1999. It also sent out an important signal, barely two months after the horrendous attack on the Twin Towers, that the attention of the international trading community was not going to be deflected from its goal of increasing trade liberalisation and promoting economic growth worldwide. But at the time it was touch and go whether a new Round, now known as the Doha Development Agenda, or DDA, would ever get off the ground and it was only a last-minute agreement - on a separate Declaration on TRIPs and Public Health - which swung it. 


Unfortunately, disillusion quickly set in, as one self-imposed deadline after another was missed, starting with another TRIPs and Public Health problem that was supposed to have been resolved by the end of 2002 but was not, and continued to poison the atmosphere until two days ago. It is agriculture, however, which is almost always cited as being the main sticking point, with the Cairns Group, led by Australia, insisting that no progress will be made unless agriculture is dealt with first, and dealt with to its satisfaction.  This line is supported by a number of developing countries, although by no means all. And the message that the Round is all about agriculture has now become a commonplace.

I was reading, though, just the other day, some of the internal documents penned, or rather processed, by the trade services of the European Commission, as well as the public statements of Trade Commissioner Pascal Lamy just after the Doha meeting which launched the Round. I was glad to note that our ‘vision’ of where world trade was going has not much changed since then. We saw, and still see, the DDA as being about three things: Development, Sustainability, and Balance.

Development
Essentially, the EU saw, and still sees, the 2001 Doha Ministerial Declaration as “putting Development at the heart of the negotiation”. And ahead, I might add, of any individual negotiation issue. Development is “the red thread” which runs through the entire Declaration (it turns up in almost every paragraph). Not only that, it is the principal focus, and the main preoccupation, of every event on the way from Doha, to Monterrey, to Johannesburg and now to Cancun. We see trade as contributing to economic growth and thereby helping to alleviate poverty, all this with the help of liberal doses of what is called TRTA, or trade-related technical assistance, designed to increase the capacity of developing countries to participate not only in international trade but in multilateral trade negotiations as well.


Of course, if trade is to lead to growth for developing countries, then they must first have access to markets. And not just in developed countries but in other developing countries too, where tariffs are often maintained at prohibitive levels. I am not talking just about agriculture here, either. Don’t let’s forget that 70% of the exports of developing countries are of industrial goods including, crucially, textiles, clothing and footwear, or TCF. The European Union took a big step in this direction two and a half years ago, with its ‘Everything but Arms’ initiative, which gave duty-free access to EU markets for all products from the least-developed countries, with the exception of arms and ammunition. I am pleased to note that Australia has recently followed this initiative.


Indeed, a recent WTO study, on industrial tariff liberalisation, found the EU to be the most open market for developing countries. It also imports the largest number of different products from the least developed countries, which shows that open markets encourage a more diverse export structure.


But trade alone is not the magic bullet needed. Studies show that increased trade alone is not sufficient to kick-start the economic growth which fuels development. Besides market access, then, a second, and equally important, requirement appears to be a sound domestic framework – a system that is fair, transparent and relatively corruption-free. In short, good governance is essential to development. And as Pascal Lamy said in a recent article in the Wall Street Journal, the three most important problems that need to be solved for the Doha Round to succeed are “development, development, and ….. development”.

Sustainability
Sustainability is the second theme, which pervades the DDA. It has become something of a buzzword in recent years, which people use without always having a clear idea of what it means. The 1987 Brundtland Report gives as good a definition as any: “A process which meets the needs of the present without compromising the ability of future generations to meet their own needs”. Now, the EU is the world’s largest exporter and second-largest importer of merchandise goods, and the second-largest economy in the world. But the EU and its Member States also provide 55% of total international Overseas Development Assistance and more than two-thirds of grant aid. In other words, we have a vision which goes beyond the purely commercial. Increasingly, the EU, European governments and the European public are attaching importance to environmental concerns, issues of social development, including labour standards, health, safety, quality and cultural diversity – to issues, in fact, which have not traditionally been thought of as relevant to trade but which are increasingly becoming so – the so-called ‘non-trade concerns’. That is what we mean by sustainability, and a fair proportion of the budget of the European Commission’s Directorate-General for Trade is spent each year on “sustainability impact assessments” which now have to be carried out in every area of EU trade policy. And Ministers in Doha strongly reaffirmed their commitment to this objective.

Balance
The third theme I singled out earlier was Balance. The Doha Ministerial Declaration itself refers to “a broad and balanced Work Programme”. This means not only trade liberalisation and market access, but also rules – not to restrict trade, though, but rather to free it up, and make it run more smoothly. Some of those rules issues, known as the ‘Singapore issues’, cover subjects such as trade facilitation, investment, competition, and transparency in government procurement, rules on all of which the EU is keen to see incorporated in any final deal. In addition, there are environmental considerations to which the EU is firmly attached, such as eco-labelling and ensuring that there is no conflict between WTO rules and trade provisions in multilateral environment agreements or MEAs. We have also made a number of constructive proposals to improve the functioning of the WTO’s dispute settlement mechanism, to make it more efficient and more responsive to Member countries’ needs. Rules are one of the ways in which we in the international trade community can help to harness globalisation and make it an instrument not just of global prosperity, but of global welfare as well. 


This Round was never meant to be one in which purely mercantilist interests held sway. It was meant to be about creating conditions for advancement in all countries, albeit with a special emphasis on opportunities for developing countries, the idea being to help them fully participate in, and benefit from, international trade. 

In short, we need to remember that the ‘A’ in DDA stands, not for Agriculture, but for Agenda – a broad-based programme as envisaged by the world’s trade ministers in Doha nearly two years ago. In this Round, everyone must benefit. Every subject of negotiation is part of what is called a ‘Single Undertaking’, in which negotiations proceed at a similar pace in all areas and nothing is agreed until everything is agreed. In other words, there needs to be balance across the various items on the agenda, and a satisfactory outcome on agriculture, for example, will not emerge unless equally satisfactory outcomes are obtained in the areas of services and industrials. I cannot say better here than repeat the wise words of WTO Director-General Supachai in calling for countries to demonstrate strong and renewed commitment to give effect to the promise of Doha. In the  WTO’s recently-published World Trade Report, he writes: “[t]he effective pursuit of national interests requires joint action around shared objectives. That means joint responsibility for an effective process of give and take. Countries hardly ever obtain everything they want in negotiations, but it is deeply fallacious to see an outcome yielding no result as a better option than one that might require hard work and patience, but offers something to all parties”.

Negotiations
It is time I turned to the negotiations themselves. In the last few weeks, there have been intensive, not to say frantic, attempts to clear the path as much as possible for Ministers when they meet in Cancun. One result of this process has been a draft text for the Ministerial Declaration that the EU and many other parties consider to be “flawed” because of its built-in imbalance, although we have said that we are prepared to work with it. 

I have already alluded to several of the individual negotiating areas, but I would like to give you an idea, from the EU perspective, of where we are and what we can expect to come out of Cancun. I’ll try and steer clear of the technical details and stick, as far as I can, to ‘the Big Picture’. And, since there are more than twenty different negotiations and areas of discussion going on all at the same time, ranging from anti-dumping to technology transfer, and time is short, I’ll limit myself to three or four of the main ones just to give you a flavour of the issues. 

Industrials
I’ll start with Market Access for Non-Agricultural Products (for the most part what one would call industrial goods). This is not just because I am tired with hearing that this Round is only about agriculture, but because ‘industrials’ is actually a far more significant sector, as I am sure this audience will be the first to agree. Moreover, the highest growth rates in world export trade are no longer to be found in primary commodities but in the high technology sector. Industrial goods account for three quarters of world trade in goods, and more than 70% of developing country exports. As for the EU, it is the leading exporter of such goods, accounting for 20% of the total, and the main destination for goods from 130 countries. So we are certainly interested in open markets. We have set ourselves an ambitious target, which would, if achieved, act as a powerful catalyst for further economic growth worldwide. Not for nothing has this been called the ‘big prize’ of the Round.


One of the problems at the moment is the relatively high average applied rates in developing countries. For electric machinery, for example, Brazil, Mexico, China, India and Thailand have rates of between 15% and 40%. The picture is similar for bound rates.


Our aim, then, is to eliminate tariff peaks, and high tariffs generally, using a single, simple formula. Developing countries, though, would be allowed greater flexibility than developed countries.  The EU also supports targeted reductions for goods of interest to developing countries, TCF for example. And, ideally, we would like to see all least developed countries exempted from tariffs. Unfortunately, the current draft Ministerial Text, which came out on 24 August, lacks ambition and does far too little towards opening up developing country markets. However, because no agreement has been reached on the ‘modalities’, only a ‘framework’, without any figures, will be discussed at Cancun. Moreover, it now looks as if the deadline for agreeing ‘modalities’ will be put back until at least January 2004. So there is everything still to play for.
Agriculture
On to Agriculture, where the EU’s internal farm policy reforms agreed in June finally allowed us to table a substantial proposal in Geneva. What does it contain? Essentially, three elements. First, a sharp cut in trade-distorting domestic subsidies of 55%. Second, a 45% reduction in export subsidies, in line with the Doha Declaration, which called for the “reduction, with a view to phasing out, of all forms of export subsidies”. Third, a 36% lowering of tariffs, allowing substantially greater market access. In addition, there are several measures targeting developing countries. As Pascal Lamy says: “Let us open up the market, but let us make sure that developing countries benefit most”. 

This proposal seems to have taken a number of countries by surprise – countries which previously had been able to use the EU’s seeming lack of movement on agriculture as an excuse not to engage constructively in the process. What we now want to see is countries coming to the table to negotiate.  Our offer is not a unilateral one – if countries want to benefit from it, they have to give something in return. That is how a negotiation works. It is well known that the EU has some offensive interests to pursue – notably in the area of geographical indications. We also want to see an end to the abuse of food aid to dispose of domestic surpluses, and we are not happy with the monopolistic practices of certain statutory marketing authorities. 

Three weeks ago, at the request of other Trade Ministers, the EU and the US got together to produce a compromise proposal which would help inject momentum into the process and provide a framework for future negotiations. Most notably, it introduced a 5% cap on trade-distorting domestic support (i.e. as a percentage of total agricultural production). Unfortunately, this was not accepted as a good basis by a score of mostly Central or Latin American, developing countries. They muddied the waters by deciding to table their own counter-proposal – one in which all the reforms have to be made by developed countries and barely any by developing countries. Difficult to sell in Europe, I can tell you, not least because some of the countries acceding to the EU next year have per caput GDPs which are actually lower than those of quite a number of developing countries! In the end, though, the draft Ministerial text broadly follows the structure of the EU/US proposal and in Cancun, Ministers will be discussing a framework for the negotiations, not the figures themselves. So, as for industrials, there is everything still to play for.  

Services
Let’s move on to Services. It is important to remember, amidst all the brouhaha about agriculture, that services are the largest and most dynamic sectors in most developed economies. In Europe, which is the world’s biggest services supplier, services account for two thirds of both GDP and jobs. They even make up half the GDP of developing countries, fifteen of whom can be numbered amongst the largest service exporters in the world. In fact, far the greatest benefits in future from further trade liberalisation will be in the services sector. 


It is not difficult to imagine the huge potential here, especially when one remembers that this is a new area to the WTO - the General Agreement on Trade in Services, or GATS, only came into force in January 1995. However, the EU’s objective is not just to pursue our own offensive economic interests. As in every other area of the negotiations, we also want to give developing countries an opportunity to better integrate into the world economy in accordance with their chosen economic model. So we don’t want ‘wildcat liberalisation’, and we are not out to attack public services. What we are after, again in the words of Commissioner Lamy, is “an opening of trade in services under conditions which enable WTO Members to set their own development objectives”.


Unfortunately, the outcome of the sequence of requests and offers that makes up the services negotiations has been somewhat disappointing so far, with a number of countries clearly lacking ambition, and disappointing participation from developing countries despite their considerable interest in what is called Mode 4, or ‘temporary movement of natural persons’ as it is otherwise known. To be frank, I am not expecting much to come out of Cancun, but there is still plenty of time for picking up speed later on.

Rules
I’ll turn briefly to Rules, whose importance I mentioned earlier on when talking about the Balance of the negotiations. They are also a key contributor to good governance. Unfortunately – it is a word I seem to be using rather a lot at the moment – things are not looking good for the four ‘Singapore issues’. The first of these is trade facilitation (which basically means introducing more transparency and freeing up customs procedures). The second is investment (where the EU is keen to improve the legal framework for Foreign Direct Investment and reduce the risks of investing abroad). The third is competition (where the EU is seeking a ban on hard-core cartels). And the fourth is transparency in government procurement (where the idea is to clear away all the administrative and legal obstacles that currently prevent access to public procurement opportunities and introduce a set of clear rules that everybody can understand – something which is of interest not just to large TNCs but equally to SMEs).


All very desirable. A pity that there are a number of developing countries, with India at their head, which are fundamentally opposed to any negotiations on these issues, fearing no doubt that clear and simple rules will upset vested interests and favour foreign companies at the expense of their own. As a result, there is a very real possibility that Ministers in Cancun will decide not to commence negotiations and simply carry on “clarifying the issues” in the existing WTO  Working Groups.

Outlook
So, what can we expect to come out of Cancun? Well, the recent signs of convergence between the United States and the European Union, especially on agriculture and industrials, are encouraging. It is a fact of life that, in trade, EU/US cooperation is necessary for progress. However, it is not sufficient, and personally I think a certain amount of healthy pessimism is still required. It is a fact that many decisions that should have already been taken by now have been left for Ministers to sort out in Cancun. This means that the agenda is rather overloaded with some quite technical issues and this will undoubtedly hinder decision-making. A number of countries, too, are still hanging on to what, frankly, are totally unrealistic wish lists. 

That said, there is no reason to start wringing one’s hands. Missed deadlines have been a feature of all previous trade Rounds and this one has already proved itself to be no exception. The Round is supposed to be completed by the end of 2004. Increasingly you will hear commentators talking about 2005 or even 2006. Well yes – it could happen. Does it matter? Yes, because more delay means more missed opportunities, although I would rather have a good agreement that took time, than an unsatisfactory one concluded within the deadline. A minimalist would say that Cancun will have done its job if the agreement on TRIPs and Public Health holds up, if it clears up some of the housekeeping, and if everyone is still talking to each other when they leave the Conference Centre for the last time. 

I expect us, though, to do much better than that. Some agreement on a framework for negotiations on agriculture and industrials would be good, and it would be nice to see some sense of emerging consensus on what kinds of special and differential treatment should be accorded developing countries. Something like that would give the Round some badly-needed momentum, even if it falls short of the perhaps overly optimistic ambitions announced by many parties earlier on in the Round. With so many countries currently in the economic doldrums, we badly need the kind of fillip that a successful meeting in Cancun could provide.

_______________

Conclusion
I’ll finish up, if I may, by venturing a little further afield to take a look at a broader issue. I refer to the role of international trade in the process of globalisation, and to the importance of good governance.


Many commentators, and significant numbers of the general public, complain about the speed at which globalisation is proceeding, its effects being most visible in the worlds of finance and business. The WTO is seen as aiding and abetting a process that is undemocratic and damaging to developing countries. The WTO is accused of lacking legitimacy, despite its broad membership and the fact that all WTO decisions have to be taken by consensus.


Organizations like the WTO are the main instruments of global governance. If there are negative public perceptions of such bodies, it is because they appear cumbersome and untransparent. They are slow to set the  multilateral norms needed to ensure that an equitable global economic system should also promote sustainability and social development.


 We in the EU are keen for the WTO to open up more and play a full and active role in global governance, and for it to strengthen its cooperation with other international institutions, such as the WHO and the ILO. 


An effective way of integrating the WTO into the process of promoting governance would be to introduce multilateral norms in areas ranging from the environment to transparency in government procurement. This would be one way of ensuring that developing countries put in place effective domestic policies that would help their own citizens and anchor them more firmly to the wider international community. Of course, the quid pro quo would be greater access to developed country markets, which is something we all agree is necessary anyway. And sound domestic policies in developing countries is undoubtedly one of the best ways of increasing not just North-South trade but South-South trade as well. In the long-run, everyone benefits.


Thank you for your attention.

*****
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