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Summary

In a one-to-one interview, Ms Zeinab Badawi  asked Director-General Pascal Lamy a number of pertinent questions, including the current state of the Doha Development Round and the key obstacles to its conclusion, the financial crisis and protectionism, trade and growth and the issue of free trade. 

1. Interview 

Ms Badawi opened by asking Mr Lamy whether the Doha Round is "dead and the corpse is twitching" after ten years of negotiations without a definitive agreement. Lamy suggested that the metaphor of a living organism was misleading, as negotiations do not die; in the worst case, they are not concluded. Members are realising that this deadlock is not without costs, and the upcoming Ministerial Conference offers an opportunity for progress.
In 2008, agricultural tariffs were the main obstacle to the conclusion of the Doha Round; now it is industrial tariffs. Mr Lamy suggested that, in the future, regulatory discrepancies are likely to be the main source of trade conflicts.
Asked whether the WTO needs an institutional reform, Mr Lamy argued that it is not institutions, but national vested interested, that are acting as impediments in the conclusion of the Doha Round. However, there might be some room for procedural improvements. Some argue that the single-undertaking principle of “nothing is approved until everything is” has resulted in the current deadlock. Mr Lamy recalled that members mandated the single-undertaking principle, which provides clear benefits for ratification purposes because it is easier for municipal parliaments to ratify a single treaty rather than a collection of smaller ones. However, he also referred to paragraph 47 of the Doha Declaration, which offers flexibility on this principle if there is an “early harvest”. Other paths such as waivers or bilateral agreements can also smooth negotiations. This is for members to decide upon.
Ms Badawi asked whether it is possible to find a level playing field for both developed and developing countries. Mr Lamy dwelt on the category of developing countries, saying that he does not believe that this label is useful anymore. Ten years ago, developing countries were a homogenous group. Nowadays, emerging economies (China, India, Argentina, Mexico, Brazil, Indonesia and South Africa, among others) are clearly not in the same position as least-developed countries. He suggested that, while we are still far away from an ideal playing field, we are much closer to it than we were fifteen years ago. The WTO's mission is to ensure surveillance, monitoring and transparency in this forum where each trade issue is spotted, discussed and decided upon.
When developed countries ask for reciprocity vis-à-vis emerging countries, a balance must be struck. The United States, for instance, sees equal competitors for its companies in emerging markets, and demands reciprocity in certain industrial sectors. Emerging markets counter that, given the fact that they are still relatively poor, and are home to hundreds of millions of poor people, reciprocity is inappropriate. On the other hand, wages and productivity might level the competitive position of countries.
Nevertheless, Mr Lamy acknowledged that "the protectionist temptation" is likely to remain strong as long as unemployment is high by historical standards, although trade protectionism does not protect jobs. As the jobs created in the new economy are re-exportation-oriented, protectionism goes against job creation. Some countries do need protectionism for their agriculture, but it is not possible to argue for industrial protectionism, due to the current state of the world economy and its economies of scale. 
On the issue of the increase of regional and bilateral trade agreements, Mr Lamy noted that the proliferation of tariff preferences ultimately defeats its purpose and can actually become a levelling factor. If one imposes low tariffs against everyone else, the unevenness of preferences is eroded. A more serious problem arises when preferential trade agreements establish different regulatory measures. In that case, the issue becomes more complicated.
Another subject of discussion was the impact of exchange rates on trade. Acknowledging the lively academic debate on this issue, Mr Lamy argued that currency developments are not generated by trade but rather by macroeconomic conditions and, while exchange rates do have an impact on a country's relative position, their fluctuations cancel each other out in the long run. For the last fifteen years, few countries have departed from stability. There is no real need for exchange rates to be taken into consideration in trade negotiations. For example, the US trade deficit with Asia has been constant on 2-3 per cent of GDP, despite the ups and downs of Asian exchange rates in the last few years. One issue on which members may wish to reflect is how the IMF should relate to the WTO and vice versa.
In December, some members may wish to discuss the possibility of export restrictions relating to food security. In this respect, Mr Lamy pointed out that food prices are on the rise due to a long-term imbalance between supply and demand. Historically, the WTO has been more focused on import restrictions than on export ones. 
2. Questions and comments by the audience
· Would the lack of a new treaty entail a surge in case filing before the Dispute Settlement Mechanisms? 
Mr Lamy agreed that there is a risk, if the WTO's rule-making function continues to falter, that the dispute settlement purpose of the WTO could become overloaded, as if a country's judges were forced to settle all the issues that its parliament could not. In Mr Lamy's words, the government of judges should not substitute legislatures, and the same reasoning is applicable at the international level.


· Would harder WTO sanctions be beneficial?
Mr Lamy disagreed with this proposal since he believes the current system works efficiently. Although some improvements of the dispute settlement mechanisms are being proposed, the current enforcement system is so effective that the rate of compliance with WTO rulings is in many cases higher than at the municipal level.


· The EU is starting bilateral agreements. How does this affect the Doha discussions? 
Mr Lamy refused to judge bilateral or multilateral EU policies. However, he believes that there is no clear manifestation that it would do less multilaterally and more bilaterally at this stage. So long as these bilateral agreements are on tariffs, there is no threat to trade. On the other hand, if those agreements deal with regulatory measures, trade could be affected. Those concluding bilateral agreements today need to believe that these agreements should be multilateralized in the near future. The current mandate will not be altered, and all 20 of the Doha topics are fully relevant. 


· On the issue of trade in natural resources and energy, the WTO is ill-conceived for their specificities, to the extent that neither the Russian Federation, Iran, Libya nor Algeria needs to be a member of the WTO in order to export energy resources. Does OPEC represent a failure for the WTO?
Mr Lamy recognised that the principles of trade have not been applicable to energy in the same way they have been applicable to agriculture, industrial products or intellectual property. He labelled energy as a “fatal” market, since importing and exporting countries need to trade in order to survive. OPEC is not opposed to international law, as there is no international antitrust law. Besides, no member of the WTO has proposed a collective mandate to negotiate this issue.


· How does Mr Lamy assess the Russian Federation’s accession to the WTO?
Mr Lamy believes the process of accession to be a negotiation in itself: it is about adapting the Russian Federation's trade regime to WTO requirements. This part is already completed. There is also the question of negotiating concessions, which currently deal with the Russian Federation’s obligation to open its market to other members’ automotive industries. This year the Russian Federation may join the WTO, but the process has not yet been finalized.


· How is it that small countries do not have the power to retaliate against big countries, even if they are entitled to by the DSB?
Mr Lamy stressed that experience has showed that this does work. When the EU lost a case against Peru, the EU complied not because of the prospect of retaliation, but because its systemic interest is based on WTO compliance. Cross-retaliation is a solid deterrent from potentially rebellious members, as it proved for Antigua against the US.


· In today's world, should we incorporate an “obligation to share” basic raw materials?
Mr Lamy recalled that this issue has been addressed in the 2010 WTO World Trade Report. He believes WTO rules interpretation should recognise the sovereign right to exploit natural resources, but not in a way that gives a competitive advantage to national producers. Since there is a pending dispute, no more can be said on the issue.


· What is the WTO’s take on the financial crisis?
Mr Lamy stressed that it was inadequacy in the regulation of financial sectors, not the openness of financial services trade, that was at the root of the recent global financial crisis. The WTO simply stipulates that, once countries decide to open up their financial services sectors, they cannot use regulations to discriminate against foreign companies; however, this does not prevent them from implementing stronger regulations. Mr Lamy expressed the view that greater financial sector openness would require greater global regulation, and the Financial Stability Forum exists to do this.

3. Conclusion
Mr Lamy believes that the WTO relevance test has been passed due to the global economic crisis, which has proved its importance. The notion of an international system strong enough to prevent protectionism has demonstrated to be the strength of the WTO. 
On the issue of whether trade opening only benefits relatively richer people in countries such as China and India, Mr Lamy stressed that the WTO is "in the business of growing the [economic] pie”. How it is shared is a matter for sovereign domestic politics. Pressed on whether he believes in "free trade", Mr Lamy said that he believes in "more open trade". He said he does not object to the WTO's addressing 21st-century challenges, but that first we must address the 19th-century issues that are still on the table for the Doha Round.

