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Abstract 

The Doha Round of trade negotiations, which was initially intended to be completed by 2004, has now reached its 10th anniversary without any realistic prospect of a successful conclusion any time soon. This is frustrating for the world’s poorest nations and small vulnerable economies (SVEs), especially given that the Round was dubbed the “Doha Development Round” (DDA) with an expressed objective of addressing their needs and interests. Furthermore, the deadlock is being regarded by many as multilateralism under challenge, which could profoundly jeopardize the interests of poor and vulnerable countries. The Commonwealth Secretariat organized this session with the objective of developing a better appreciation of the potential implications for two disadvantaged groups of countries. The following questions were addressed:
· Given the experience of the DDA, what prospects does multilateralism hold for least-developed countries (LDCs) and SVEs? 
· How well have their concerns been addressed in the Round? 
· From their perspectives, what are the likely costs of a possible failure of the DDA? 
· What are the implications of the rise of emerging developing countries for promoting the interests of weaker economies? 
· How best can LDCs and SVEs be helped to ensure their effective participation in world trade? 
1. Presentation by the panellists

Ambassador Laurent opened the discussion with the observation that the DDA, having started with an ambitious agenda, has been going on for a decade and has degenerated into trench warfare, characterized by a lack of progress. Given the nature of the negotiations, he recognized the role of other institutions working in the area of trade and development in providing fresh perspectives and generating influence to make progress. 

(a) Professor L. Alan Winters, University of Sussex

Professor Winters began by stating that small states suffer from the high cost of doing business. Countries with large domestic markets can produce many things without being as critically dependent as smaller economies on international trade; trade is incredibly important and expensive for SVEs, and any barrier to trade (e.g. import restrictions) is not in their interest. The role of policy space in SVEs should be to support their export expansion, i.e. to reduce the cost of imports, rather than providing protection to certain sectors. 

Professor Winters thought that SVEs would have a strong interest in the WTO negotiations on Mode IV (temporary movement of natural persons), and thus the little progress made in this area should be a great cause for concern. He pointed out that although the DDA progress was not very encouraging, it was also not asking for a great deal of liberalization from LDCs and SVEs.

He strongly advocated preserving the rules-based multilateral trading system, pointing out that, while most LDCs and SVEs are too small to make any impact on more sizeable economies and to attract any attention to their interests, nevertheless, the WTO multilateral trading system offers a dispute settlement mechanism that allows even small countries to take on big, influential countries on trade-related issues, and the multilateral trading system allows access to global markets rather than just to regional markets.

The fact that LDCs are not undertaking any liberalization commitments in the DDA was considered by Professor Winters to be “profoundly misguided” as, according to him, it was not the right way to support a dynamic economy or to take part effectively in a multilateral system. He argued that LDCs did face significant preference erosion as global most-favoured nation tariff rates fell, but their remaining outside the “game” by not taking part in active negotiation made them powerless to influence the outcome. 

As regards the rise of emerging developing economies, he noted that while the dynamics involved in dealing with them could be different from those involved when dealing with Europe and the United States, the fundamental principles of the multilateral trading system would not change much. 

(b) H.E. Mr Ujal Singh Bhatia, Former Ambassador, Permanent Representative of India to the WTO

For Ambassador Bhatia, LDCs and SVEs are the real victims of the DDA impasse. He outlined five important developments for these countries: preference erosion affecting their export competitiveness; international supply chain networks bypassing them; their exclusion from the majority of preferential trade agreements; the rise of emerging economies so far benefiting only the commodity-producing LDCs and SVEs; and the viability of the “Single Undertaking” principle in multilateral negotiations to promote development. He argued that these challenges also highlighted the critical importance of a multilateral system which would function as the antidote to the market failure exacerbated by the globalization process. 

Ambassador Bhatia suggested a number of ways in which the successful completion of the DDA could help LDCs and SVEs in coping with the challenges, which included implementation of the duty-free and quota-free (DFQF) market access facilities for LDCs; provisions for preference-erosion products, tropical products and products subject to tariff escalation to assist them in maintaining their competitiveness; an ambitious outcome on the reduction of agricultural subsidies to boost the export prospects of their several agricultural products, including cotton; the special waiver in services trade being negotiated to enable LDCs obtain market access preferences.

Ambassador Bhatia rejected the idea of the abandonment of the DDA as many commentators elsewhere had suggested. He observed that non-completion of the DDA would not only have serious consequences for LDCs and SVEs, but would cause fundamental questions to be asked about what the WTO stood for.

(c) Mr Bonapas Onguglo, Senior Economic Affairs Officer, Division on International Trade in Goods and Services, and Commodities, UNCTAD

Mr Onguglo was of the view that the DDA should not be equated with the multilateral trading system, as the former is only a partial aspect of the latter. Difficulties faced in the current round should not be directly translated as the failure of multilateralism. He pointed out that multilateralism was very important for LDCs and SVEs and these countries were very open to trade, with both exports and imports contributing to their economic growth. 

According to Mr Onguglo, while several issues of interest to LDCs and SVEs have been addressed in the current round, there are other important outstanding matters. Referring to the target of doubling LDCs’ share in global trade by 2021, as specified in the Istanbul Programme of Action, he stressed the need to settle issues affecting the poorest countries and to provide trade-related support measures to facilitate fuller integration of SVEs into the global economy. 

For Mr Onguglo, a failure of the DDA would be a missed opportunity to integrate development dimensions into the WTO-led trade discourse. The proliferation of preferential trade agreements in the backdrop of a failed DDA could be detrimental to the interests of LDCs and SVEs. 

Mr Onguglo suggested undertaking a “development audit” of the impact of the DDA. While evaluations of trade and development implications are often carried out on certain broad categories of countries, country-specific assessments are required for the appreciation of different perspectives. He observed that trade rules are not binding constraints for trade expansion in LDCs and SVEs, but that productive capacity is, and he urged the WTO to work with other institutions to help build productive capacity and promote competitiveness in the world’s most vulnerable economies.  

(d) Mr Junior Lodge, Technical Coordinator, WTO Negotiations, CARICOM Office of Trade Negotiations

According to Mr Lodge, dissonance between global economic realities and the substance of trade talks has prevented the DDA from gaining traction. Despite the potential for large welfare gains from small labour market openings in OECD countries, this had never been a locus for negotiations. He opined that the WTO was struggling to manage the realignment of influences between industrialized and advanced developing countries. 

Referring to the Caribbean states, Mr Lodge mentioned the erosion of preferences, especially for bananas, rice, rum and sugar, as a major cause for concern. He pointed out that SVEs account for only 0.1 per cent of global fish stocks, and, as such, the implications arising from fisheries subsidies negotiations for SVEs are unreasonable. 

Mr Lodge called for the reform of the WTO’s dispute settlement mechanism. He informed participants that, while bananas accounted for 85 per cent of merchandise exports by St Lucia, it had been awarded only “third party rights” in the related settlement procedures. This limited access, due to their small share in global exports, severely impaired Caribbean states’ capacity to defend their interests. He added that, while Antigua and Barbuda had won its dispute settlement case involving internet gaming, the payment of compensation remained outstanding. 

Mr Lodge was of the view that the DDA should not be confused with the multilateral trading system; the latter, he argued, remains robust, with other pillars such as dispute settlement mechanism, and the WTO Secretariat’s role in the Enhanced Integrated Framework (EIF) and monitoring Aid for Trade flows. However, he thought that the appeal of the multilateral trading system might wane due to the failure of the DDA. 

He urged the upcoming 8th WTO Ministerial Conference to conclude with two core deliverables: first, to deliver the minimum LDC package of cotton, DFQF and services waiver; and, second, to undertake a comprehensive review of the development provisions reflected in DDA drafts vis-à-vis the actual progress made. He suggested that the Doha mandate should be recalibrated to underpin the developmental thrust.
2. Questions and comments by the audience

Referring to the fact that LDCs have not made liberalization commitments, one participant enquired about the role of international financial institutions (IFIs) in promoting future autonomous liberalization. Professor Winters responded that he would not suggest any such role for IFIs. Ambassador Bhatia was of the view that, for ideological reasons, the focus for IFIs had been on liberalization, without providing for the adequate investment support required by the countries. Mr Lodge, however, acknowledged that the Caribbean region had benefitted enormously through autonomous liberalization in services, particularly in the telecommunication sector. He wondered why other countries had failed to make commitments in this sector.

A participant observed that LDCs and SVEs do not have the capacity to implement liberalization commitments, as further tariff cuts would not only hamper their domestic sectors but would affect public revenues. Another participant noted that the “round for free” should not be a concern; the main issue is whether LDCs are capable of negotiating. Professor Winters thought that the “free round” had reduced LDCs’ negotiating capacity. This view was contradicted by Mr Lodge, who argued that, despite not being required to make commitments, LDCs and SVEs have been very active in the negotiation of issues in their interest.  

This debate was extended further as one participant argued that by taking commitments under GATS infrastructure services, LDCs would attract foreign direct investment, while another commentator responded that taking commitments alone would not ensure investment flows. Professor Winters supported the view that attracting investment was not straightforward, but that when foreign direct investment did go to low-income countries, returns were empirically found to be higher than elsewhere. 

A number of participants were of the view that, even if the DDA did not make progress, trade preferences and other support to LDCs and SVEs should continue. The panellists supported this, but Professor Winters stated that a DDA failure would not help to deliver on LDC packages.

One participant wanted to know the reasons for the high costs of doing business in SVEs. Professor Winters said that smallness, remoteness and isolation would imply small consignment size as well as high shipping costs, adding that liberalization alone would not help overcome the situation. 
A number of participants raised the issue of agricultural and export subsidies from developed countries as important concerns for LDCs and SVEs. Professor Winters opined that time was being spent on export subsidies while in reality more attention should be given to other domestic support measures to ensure market access. He also reminded participants that reductions in domestic support could trigger rising food prices with adverse consequences for many poor countries. A related issue raised by another participant was on the implications of price volatility on food security. Ambassador Bhatia opined that food security was a broader issue affected by several factors including long-term underinvestment in agriculture, export restrictions and speculation in global commodity markets. 

Trade liberalization and productive capacity development also came up in the interventions made by several participants. In this connection, Mr Onguglo pointed out that liberalization itself did not result in export growth, but was merely one development tool that needed to be complemented by other support measures. Professor Winters noted that the cross-border fragmentation of production could provide LDCs and SVEs with opportunities for developing production and export linkages. Ambassador Bhatia agreed, adding that integrating LDCs and SVEs into the fragmented production network should be an important issue for consideration.

3. Conclusions and way forward

Despite different perspectives on several issues, a consensus emerged in a number of areas with implications for way forward. These included: the importance of the multilateral trading system in protecting and promoting the interests of LDCs and SVEs; the successful conclusion of the DDA to deliver on promises made about development dimensions; the need to ensure continued trade support measures for LDCs and SVEs; and helping LDCs and SVEs to develop productive capacity to trigger enhanced and sustained supply responses from these economies.  
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