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A hot time for devel oping countries

TC Chia

TERMS of trade anmpong nati ons have al ways attracted keen attention, at

ti mes evoki ng enotional responses. So it was at the recent G oup of
Fifteen (G 15) Summt held in Jakarta when di scussions turned to nmatters
pertaining to the Wrld Trade O gani sation (WO .

Representati ves of 19 devel oping nations fromthree conti nents who made
their way to I ndonesia for the gathering from My 25 to 31 had nuch to say
about the WIQ, the de facto conductor directing the nmusic for rul es of
trade anong nations. The heat emanating fromthe discussions carried a
nunber of feelings: fear, disappointnent and a certain degree of
hel pl essness, tenpered with sonme | evel of hope

Whil e the host country struggled with its own fast-unfolding politica
devel opnents, with denponstrations outside its Parlianent, the G 15
del egates neeting less than a kilonetre away tried to piece together their
position on the WIO.

Two key issues played on their mnd: the next WO neeting i n Doha,
Qatar, in Novenber and the burden they are carrying from previous
engagenents wi th the Geneva-based organi sati on.

"Decisions made this year at the WIOwi |l have an inportant effect on
which direction the trade systemw ||l head,' said Martin Khor froma
Mal aysi an- based non- gover nment al organi sati on who took the stage at
Jakarta during di scussions on WO

The fears are real for G 15 nmenber-countries, Ml aysia included. It's

al nrost the same with other devel oping countries as well, though the
intensity of their fears may vary fromnation to nation, and fromregion
to region.

In a nutshell, devel oping countries are arguing the nore powerful and

wel | -oi | ed devel oped countries are trying to bulldoze their way on the
international arena at the expense of devel oping countries, which are
clamouring for space to grow.

These worries in striking a working relationship wi th devel oped
countries were expressed in the joint comuni que rel eased at the end of
the sunmit on May 31. Anong ot her things, G 15 nenbers urged devel oped
countries to address the devel opment concerns of devel opi ng countries in
i nternational fora.

Khor fromthe Penang-based Third Wrld Network articul ated sone of the
positions held by devel opi ng countries. "~The devel oped countri es have not
lived up to their liberalisation conmtnents, yet they still proclaimit
i s unquestionably beneficial for devel oping countries to liberalise their
inmports and i nvestnents as fast as possible,' he said.

They are tal ki ng about some ol d wounds here. As old as the WIO whi ch
cane into being in 1995 as a successor of the General Agreenment on Tariffs
and Trade (GATT) established in the wake of the second World War. The
1986- 1994 Uruguay Round, in essence a series of trade negotiations, led to
the creation of WO

Wth the conclusion of the U uguay Round, devel oping countries' main
expectation was that a nunber of sectors would be opened up to their
products, giving them hope of increasing their exports to bolster their
fl edgling econom es. H gh on the agenda were agriculture and textile
exports, two sectors that remained highly protected in the old GATT
system

Six years |ater, both sectors remain closed, noted a nunber of del egates



to the 11th G 15 Sunmit. Here cones the di sappoi ntment, perhaps bordering
hel pl essness, anobng devel opi ng countries with the unfulfilled prom ses of
t he WIO,

The npbod was nost explicitly expressed by Prabir Sengupta, India's
comerce secretary, who addressed the neeting of trade and commerce
mnisters at the sunmmit. “Wat has been our experience over six years of
WO agreenments? We find there has been a non-realisation of anticipated
benefits in the agricultural and textile sectors.

Take agriculture for exanple. Tariffs of various agricultural itens of
interest to devel oping countries are prohibitively high, some over 200-
300% Donestic subsidies in the powerhouse O ganisation for Econom c
Cooperation and Devel opnent (OECD) countries have risen from US$275
billion (annual average for base period 1986-88) to US$326 billion in
1999, instead of declining as expected.

In textiles, only fewitens of direct export interest to the devel opi ng
countries have been taken off the quota Iist even though nore than half
the i npl enent ati on peri od has passed.

A WIO study released in April 2001 acknow edges the fact that
significant trade barriers remain after the Uruguay Round. And in a recent
speech, WO director-general, Mke More, nmentioned that support for
agriculture in OECD countries anmobunts to a billion dollars a day.

"This rai ses doubts whether all or nbst of the quotas will really be
renoved by 2005,' said Khor, who presented a paper on the multilateral
tradi ng systemat one of the G 15 sessions. Expressing the frustration of
devel oping countries, he said the countries are being asked to bear for a
little while the pain of rapid adjustnent.

At the sane tinme, devel oped countries, which advocate the policy
t hensel ves, are asking for nore tinme to adjust in agriculture and textiles
whi ch had been protected for so nany decades.

The consequences of such an inbal ance can be di sastrous, as nmany
devel oping countries do not possess the factors required for sustained
export growh. Malaysia is equally hurt by this sl ow paced |iberalisation
on the part of the giant economni es.

As econom sts note, one of the nmain objectives of Malaysia's trade
policies is inproved market access for exports of primary commodities and
manuf act ur ed products.

“If inport liberalisation proceeds whilst the conditions for successful
export gromh are not yet in place, there can be adverse results,’' said
Khor. Among themare an increase in the trade deficit and bal ance of
paynents difficulties, leading to retardati on of econom c growth and
i ncreased unenpl oynent .

Such issues and worries set the stage for the next WO neeting in Doha
fromNov 9-13. The nmeeting will be a mnisterial conference, which is the
t opnost deci si on- maki ng body of the WO and required to neet at |east once
every two years. The powerful mnisterial conference is the fourth after
earlier conferences in Singapore (1996), Geneva (1998) and Seattle (1999).

The Uruguay Round created new rules for dealing with trade in services,
rel evant aspects of intellectual property, dispute settlenent, and trade
policy reviews. The conplete set runs to sone 30,000 pages consi sting of
about 60 agreenents and separate conmtnents (call ed schedul es), nmade by
i ndi vi dual nenbers in specific areas such as | ower custons duty rates and
servi ces mar ket - openi ng

Wth so many i ssues already crowding the platter before them devel opi ng
countries are wary of noves by devel oped countries to introduce new i ssues
in WO negoti ati ons.

Among t he i ssues are environment, |inking |abour standards with trade
i beralisation, and investnment. There is also a push for a new round of



negotiations to further the position of the WO agr eenent s.

The matter was highlighted by Prine Mnister Datuk Seri Dr Mahat hir
Mohamad in a speech made to the G 15 Sunmit on behal f of Asian nenbers of
the grouping. He noted that aside frombeing al ready di sadvantaged by the
i mbal ances contained in the Uruguay Round agreenents, devel oping countries
are being pressured into agreeing to a new round of WO negoti ati ons,

i ncorporating new i ssues.

"I ndeed if these new issues were to be included, devel oping countries
woul d ultimately | ose whatever limted policy discretion they stil
possess in pursuing their devel opnent di mensi on and nati on-buil di ng
process,' he asserted.

Leave the Doha neeting to tie-up existing | oose ends, seened to be
nmessage from New Del hi. "~ Any open-ended fresh round of negotiations wll
only further conpound the problens of devel oping countries as they would
once again be expected to give concessions,' said India' s Prabir Sengupta.

But the pressure is building up on devel oping countries. The Asia
Paci fi ¢ Econoni ¢ Cooperation (APEC), whose nmenber countries generate 60%
of the world's output and about half the global trade, is bent on getting
a newround initiated at the WIO neeting in Novenber. This was one of the
nmessage contained in a communi que rel eased at the end of its trade
mnisters' neeting in China in early June.

The joint conmmuni que by the G 15 heads of state and governnents nade
substantial reference to the WO i ssues, reflecting its inportance. Seven
out of 40 points in the docunent centred on the matter, with one stressing
that inportance of the devel opnent di mension should constitute an
overarching theme in the WO agenda.

In a tersely-worded rebuke to devel oped countries, the docunment notes
t hat devel opi ng countries had sustained their efforts to open their
mar kets, strengthen institutions and orient their economes to the
chal | enges of the new gl obal econony. What they got in return was far from
sati sfactory.

"W note, however, that tariff peaks, tariff escal ations and non-tariff
barriers, including newrestrictions under the pretext of sanitary
measures, persisting in industrial countries on products of export
interest to devel oping countries, have adversely inpacted on the export
performance of these products and growh in devel oping countries,' states
t he communi que.

In light of future engagenents in Doha and beyond, Malaysia's Martin
Khor enphasi sed that many devel opi ng countries currently |lack the factors
required for sustained export growth, yet have been under pressure to
rapidly liberalise their inports. “Trade |iberalisation should not be
pursued automatically or rapidly, as an end in itself,' he said. "Rather,
what is inportant is the quality, timng, sequencing and scope of
|iberalisation.'
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