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INTRODUCTION 
___________________________________________________________________________________________________________________________________________________________________________________________________________________  

The successful conclusion of the Doha Development Agenda is in everybody’s 
interest. The expansion of multilateral trade liberalisation benefits the whole global 
community, including developing countries. Failure to reach agreement on the 
Doha Round risks a rise in protectionism damaging to all economies. 
 
Responsibility for ensuring the success of the negotiations falls primarily to the 
US, the EU and Japan, and the leaders of the G20 and G90: progress can only be 
made if all sides demonstrate flexibility and a commitment to the multilateral 
framework. 
 
The balance of power in world trade is changing, and the leading countries will 
need to adapt to new challenges. One of those challenges will be to understand 
and respond to the needs of developing countries, particularly the poorer ones, for 
the benefit of the entire trading community. 
 
This report sets out the critical pathway to the re-launch and successful conclusion 
of the Doha Development Agenda. Having examined the position of the EU, we 
make a number of specific recommendations, which are summarised in Chapter 6. 
In particular, we believe the EU should: 
 
• Commit to removing all agricultural export subsidies by a specified date or 

dates; 
 
• Show determination and flexibility to achieve acceptable solutions on 

agricultural market access; 
 
• Press for the greatest possible liberalisation of trade in services as well as 

goods; 
 
• Push for trade facilitation and transparency in government procurement to 

remain part of the Doha Development Agenda; 
 
• Pursue agreement on investment and competition outside the Doha 

Development Agenda on a ‘plurilateral’ basis. 
 
In return the EU should insist on equivalent commitments from the US and other 
developed countries, and a commitment from the leaders of the G20 to a degree of 
further market opening, not least to the exports of the least developed countries. 
 
This report also analyses the relative benefits of bilateral and multilateral trade 
agreements, the formulation of EU trade policy and possible reform of the WTO. 
 



 

THE WORLD TRADE 
ORGANIZATION: The role of the 
EU post-Cancún 

CHAPTER 1: SETTING THE SCENE 

The context of our inquiry 
1. The World Trade Organization (WTO) exists to promote and regulate the 

free flow of trade. This report examines the role of the European Union 
(EU) within the WTO, and how the EU can contribute to the re-launch and 
successful conclusion of the Doha Development Agenda. 

2. Trade needs to be seen within the wider global agenda, including 
development policy and poverty reduction. A policy of seeking further trade 
liberalisation can play a valuable part in helping to achieve other global 
objectives. It can, in particular, contribute to economic reform. Those 
economies who have closed themselves off from world trade, like the former 
Soviet Union, or who have put in place substantial trade obstacles, have 
fared markedly worse than their more open counterparts. The effect of 
market-opening policies has in contrast enabled developing economies, such 
as China and India, to expand and compete more effectively in world 
markets. 

3. The Committee considers that the case for further trade liberalisation is a 
strong one, for three main reasons. First, freer trade allows countries to 
specialise in what they do best. The effect is greater economic efficiency, 
which in turn allows more goods and services to be produced and consumed 
in total than would otherwise be the case. This does not mean that one 
country’s gain is another country’s loss: two countries trading with each 
other can both be absolutely better off if they specialise. The resulting 
increase in economic welfare can contribute towards development objectives 
and poverty reduction. 

4. Second, a market which is open to imports is a market in which domestic 
producers are exposed to competition from overseas. If such producers can 
compete successfully with imports, they are far more likely to be competitive 
at home and overseas themselves. An open trading system provides 
important market signals towards structural change and economic reform, 
which would be far harder to achieve within a closed system. 

5. Third, competitive imports give the consumer a better deal in terms of price, 
quality and choice. In contrast, a policy of maintaining trade obstacles to 
imports tends to raise the cost of living and reduce consumer choice. 

6. We regard these arguments as compelling, with one proviso. Freer trade also 
needs to be fair. Unfair means of attacking others’ markets, (for example, 
through trade distorting export subsidies), or of keeping out legitimate 
imports (by means such as discriminatory and unjustified use of technical 
regulations), need to be actively discouraged by the trading system. But an 
ability to compete effectively on price, including the price of labour, should 
not be regarded as unfair trade. 
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7. There are of course those who argue that further trade liberalisation is 
undesirable, in particular for developing countries. Some such arguments are 
that: 

• developing countries should be able to shelter their new industries 
behind tariff walls rather than allow them to be exposed to full global 
competition (the so-called “infant industries” argument); 

• certain “strategic industries”, for example steel and machine tool 
production, need to remain home-grown for reasons of security of 
supply; 

• domestic political obstacles can make further liberalisation very difficult. 
Full account needs to be taken of these before advocating a trade-
opening course. 

• there should be a level playing field when it comes to environmental, 
animal welfare and other standards, and imports which are not produced 
to the same high standards as domestic production should be excluded; 

8. We are not convinced by these arguments. Taking them in turn: 

• an open trading system provides powerful market signals which are 
necessary to steer “infant industries” in an effective direction in the first 
place. Providing over-generous infant industry protection can lead to 
long-term problems in facing up to world competition; 

• the strategic industries argument is overstated, and harks back to a 
period of naval blockades and supply shortages rather than today’s 
increasingly open world trading system. History shows that markets are 
more successful than governments in determining which industries will 
succeed; 

• domestic political difficulties are real and need to be addressed, but are 
often based on effective pressure from concentrated producer interests, 
which contrast with the ineffectiveness of consumer ones, leading to false 
perceptions of the best economic course in the overall national interest; 

• differing standards in areas such as the environment and animal welfare, 
for example low standards for poultry production in some developing 
countries, can cause real difficulties for producers in importing countries. 
However, we think the remedy is in seeking agreement to common 
standards of environmental and animal protection rather than in taking 
unilateral trade action. 

9. Arguments in favour of trade liberalisation underpinned the General 
Agreement on Tariffs and Trade (GATT), established in 1948 among 23 
countries including the United Kingdom. GATT, which was incorporated 
into the WTO when the latter was established in 1995, provided a framework 
in which trade obstacles could be reduced, on a basis of reciprocity, by 
mutual negotiation.  
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BOX 1 

World export and GDP per capita growth 
The chart below shows that at a global level international trade has 
consistently grown faster than the global economy(with the exception of the 
world war and inter-war period 1913-1950). 
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10. The early rounds of negotiations focused on reductions in tariffs, that is, 

customs duties levied on imports. Over time, however, the focus shifted 
towards other forms of trade obstacle. The Doha Development Agenda 
continues that trend, looking not only at tariffs on goods (including 
agriculture) but at non-tariff barriers to goods and services, and in particular 
at measures which will benefit developing countries. 

11. We recommend that the Government continues to pursue further 
trade liberalisation as an important policy objective. The continued 
removal of trade barriers will lead to greater economic growth and 
jobs around the world. 

The Committee’s approach 
12. This report will address two key questions: 

• What steps should the EU take now to help re-launch the Doha 
Development Agenda before the end of July? 

• What further steps will the EU need to take to bring the Doha 
Development Agenda to a successful conclusion? 

13. This report will also examine the arguments for bringing the negotiations to a 
successful conclusion, and the reasons behind recent difficulties. Throughout 
the report we will focus on the role of the EU as a key player within the 
WTO. We also comment on the role of multilateral versus bilateral 
negotiations, the formation of EU trade policy, and the role of the WTO. 

14. We make this report available to the House for debate.  
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BOX 2 

What is a tariff? 

A tariff is a tax on imported goods. It is levied at the point of entry and paid 
to the government of the importing country. 

The United Kingdom interests in the Doha Development Round 
15. The expansion of multilateral trade liberalisation stands to benefit not only 

the United Kingdom but our trading partners, including developing 
countries. Since the Second World War, the world has relied on the US as its 
engine of growth. That is now changing, with the centre of gravity beginning 
to shift towards China, India and Brazil. In a study last year it was suggested 
that Brazil, Russia, India and China could collectively overtake the G6 (US, 
Japan, Germany, United Kingdom, France and Italy) in economic terms by 
20501. Rather than seeing trade with these areas as a threat, we should see 
them as an opportunity to expand trade, and thus wealth, on both sides.  

BOX 3 

Growth of the BRICs economies 
According to a recent study by Goldman Sachs2, the relative importance of 
the BRICs economies (Brazil, Russia, India, China) as an engine of new 
demand growth and spending power may happen more quickly and 
dramatically than expected. The study suggests that: 

• In less than 40 years the BRICs’ economies together could be 
larger than the G6 (US, Japan, Germany, United Kingdom, 
France and Italy) in US dollar terms.  

• Of the current G6 only the US and Japan may be among the six 
largest economies in US dollar terms in 2050.  

• India has the potential to show fastest growth over the next 30 and 
50 years: growth could be higher than 5% for next 30 years and 
close to 5% as late as 2050.  

• Rising incomes in the BRICs will see local spending patterns 
change and could be an important determinant for demand and 
pricing patterns for a range of commodities.  

16. In addition to the benefits from improvements in global welfare and poverty 
reduction, the United Kingdom has much to gain from a successful outcome 
to the Doha Round. The United Kingdom itself has traditionally benefited 
from an open trading regime, and has been able to increase growth and jobs 
and expand choice for consumers. The removal of some of the remaining 
barriers to trade will help provide additional opportunities for such success. 

17. The United Kingdom is particularly strong in services, such as financial and 
professional services, retailing and publishing. Services represent some 70% 
of the total United Kingdom economy. They are more widely traded 
internationally than in the past and the United Kingdom has been successful 
in competing with other service providers worldwide. But there are still many 
barriers which remain to be tackled. A general reduction in them should help 

                                                                                                                                     
1  “Dreaming with BRICs: the Path to 2050”, Goldman Sachs Global Economics paper no.99, Oct 2003. 
2  Ibid. 
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United Kingdom firms to continue to compete successfully in world services 
markets. 

18. Failure of the Doha Round would undoubtedly increase the forces of 
protectionism. All governments at one time or another are tempted to 
develop protectionist approaches in order to combat perceived outside 
threats to their economy. It can take political courage and foresight to resist 
such pressures. As Guy de Jonquières of the Financial Times put it: 
“Multilateral trade negotiations are politically a totally counter-intuitive 
activity. It means taking a great deal of short-term pain from the domestic 
constituencies whose oxes will get gored, in the hope of making what must be 
long-term, economic gains, but will materialise so slowly that the politicians 
who launched the Round will not actually be there to claim credit for them”. 
(Q2) 

19. In recent months the suggestion that jobs in both manufacturing and services 
are being exported off-shore has been the subject of political debate, with 
strong protectionist tendencies evident in a number of countries. However, 
we welcome the fact that for the United Kingdom Government the transfer 
of jobs overseas is not in itself a reason for concern. As Patricia Hewitt, 
Secretary of State for Trade and Industry, said on the question of global 
outsourcing: 
“an extra job in India is not one less job in Britain. It is not only one less 
person in poverty in India: it is also one more potential customer for our 
goods and services”. (Q234) 

20. If United Kingdom companies are to compete effectively in world 
markets they need to make use of the most competitive sources of 
supply, including global outsourcing where this makes good business 
sense. 

21. It is also important for the United Kingdom to continue pressing the case for 
trade barriers to be removed in the Doha Round to help counter any 
protectionist tendencies among WTO members. Although the EU’s agenda 
sometimes differs from the United Kingdom’s, we believe that the United 
Kingdom benefits from the combined power of the EU in trade negotiations. 
The EU’s weight in trade negotiations enables it to be at the centre of the 
Doha Round talks. Provided the EU gives a proper lead, the fact that the EU 
trade commissioner negotiates on behalf of the (now 25) Member States, has 
been, and should continue to be, a significant advantage. As Patricia Hewitt 
told us: 
“I have no doubt at all that being part of the European Union is absolutely to 
our advantage. …I think we get the best of both worlds. As a key member of 
one of the largest single markets in the world, we are part of an absolutely 
dominant player within the World Trade Organization”. (Q242) 

EU interests in the Doha Development Round 
22. The EU’s wide range of economic interests means that it has much to gain 

from a further reduction of trade obstacles. EU interests can be grouped 
under three headings: agriculture, tariffs on goods and market access for 
services. 

Agriculture 
23. On agriculture, the EU has an interest in better access to overseas markets 

and a level playing field for farm trade generally. This is not only because of 
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the EU’s direct interest as an exporter of agricultural products, but also as 
part of a better global approach to trade and development. If the world’s 
richest countries keep up their existing level of agricultural subsidy and 
protection, the world’s developing countries suffer; whereas if markets are 
opened, agricultural exports from developing nations can in turn help their 
economies grow. 

24. Better market access will mean the opening up of markets which are 
currently closed or restricted. In return, the EU will have to accept 
significant reductions in its own agricultural protection (just as Japan will 
have to give better access to its rice market).  

25. A level playing field requires the reduction of farm subsidies in the US and 
other non-EU countries, including some developing ones. It also means 
phasing out the export subsidy element in other countries’ food aid and 
export credits. The EU should in turn commit to phasing out its own export 
subsidies by a specified date or dates, as part of its contribution to a Doha 
Round settlement on agriculture: it has recently indicated a willingness, on 
conditions, to do this. The EU already exports agricultural products 
successfully without subsidy in a number of sectors. It should not therefore 
regard the retention of such subsidies as necessary in order to trade 
successfully. 

26. We support the EU’s recent offer to “move” on export subsidies. The 
EU should negotiate on the basis that, as long as others follow suit, it 
will firmly commit itself to phasing out its agricultural export 
subsidies by a specified date or dates.  

Tariffs on goods 
27. The average industrial tariff worldwide is relatively low as a result of 

successive GATT Rounds. However, there remain a number of high tariffs 
on individual products (so-called tariff peaks), which should be addressed in 
the Doha Round. For example, textile and clothing tariffs in the US remain 
relatively high. The US tariff on some men’s shirts, for example, is 32%3.   
There are also a range of tariff peaks among emerging countries such as 
Brazil, India and China. 

28. Even where tariffs are already low, there are some price-sensitive products 
and commodities where even relatively small reductions in tariffs can have a 
marked effect on trade. 

29. The Doha Round should aim for the elimination or significant 
reduction of industrial tariffs, although developing countries should 
have longer implementation periods. 

Market Access for Services 
30. The EU is a prodigious producer of services and it is strongly in the EU’s 

interests to seek greater market access for services exports. As with 
agriculture, there remain some sectors within the EU where market access 
for services imports from third countries could be improved. It is in the 
mutual interests of the EU and its trading partners to reduce such obstacles. 
It would also be beneficial to developing countries, who depend on access to 
modern services (for example, financial, telecommunications, transport and 
IT services) for economic development and export growth. 

                                                                                                                                     
3 Men’s or boys’ shirts, knitted or crocheted, of man-made fibres. 
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31. The United Kingdom should press for a wide-ranging EU approach to 
the Doha Round aimed at tackling the main barriers to trade in 
services. 

The Doha Development Agenda and the Ministerial Meeting in Cancún 
32. The Doha Development Agenda, widely known as the Doha Round, was 

launched at the fourth Ministerial Meeting in Doha in November 2001. The 
Doha Declaration promised to place the needs and interests of developing 
countries at the heart of the WTO work programme. This was in response to 
widespread agreement that it was time to address the imbalances of previous 
Rounds, and to offer the prospect of trade talks which developing countries 
could clearly see were to their benefit.  

33. While the Committee agrees with the imperative of providing a better deal 
for developing countries by promoting freer and fairer trade, we noted 
concern that too much emphasis placed on the role of trade in development, 
and on what the Doha Round could deliver in development gains, placed a 
significant burden of expectation on the negotiations. Peter Sutherland, 
former Director-General of the WTO, told us: 
“I think it is rather unfortunate that it has been described as the development 
round. I think it is unfortunate, not because there is not a need for a 
recognition of the interests and concerns of developing countries but because 
it suggests by implication that a round which is overwhelmingly addressing 
one side of an equation can conceivably succeed and may lead to exaggerated 
views by the developing world as to what can be got out of it”. (Q146) 

34. Many of our witnesses recognised that the launch of the Doha Round served 
a much a wider political need, at a time when the international mood was 
strongly influenced by the events of September 11, 2001. For example, 
Professor Alan L. Winters, now Director of the Development Research 
Group at the World Bank, told us: 
“It is important to remember that the Doha agenda was launched under 
very, very particular circumstances shortly after September 11 when there 
was an entirely over-riding objective – an entirely over-riding need – to show 
solidarity and coherence. In a sense that was the very peak of the amount of 
co-operation internationally that we might have expected”. (Q43) 

35. The Doha Declaration and work programme promised a great deal, and 
negotiations were expected to be complex. In order to deliver within the 
agreed time-scale, by the end of 2004, a Ministerial Meeting was arranged to 
take place in September 2003 in Cancún. The purpose of this meeting was to 
take stock of progress made in the negotiations, and specifically to agree the 
‘modalities’, that is, the parameters and scope of the negotiations. It was not 
intended that any final settlement should be reached in Cancún. 

36. The failure of the Cancún Ministerial has been analysed exhaustively by all 
sides. Indeed, as Sheila Page of the Overseas Development Institute 
suggested, “There were probably more than 5000 delegates at Cancún and 
more than 5000 explanations of why it failed”. (Q57) 

37. Our purpose in identifying factors contributing to the collapse of Cancún is 
not to rework old ground or to allocate blame. Instead, our aim is to set the 
context for our deliberations and conclusions. 

38. There are a number of themes which emerge from our evidence. Overall, it is 
clear that the problems at Cancún were substantive as well as procedural. 
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39. The joint EU-US position on agriculture antagonised the developing 
countries by appearing to retract elements of the Doha Declaration, 
specifically the commitment to reduce export subsidies with a view to 
phasing them out entirely. Guy de Jonquières, of the Financial Times, told us 
that: 
“Although [the US-EU paper on agriculture] was asked for by other 
members of the WTO, nobody was pleased with it and it appeared, to many, 
to mark a retreat by the US from a liberal position on agriculture. In 
paragraph four, in particular, of the paper, which suggested a reduction in 
special and differential treatment for this new category of nations, called net 
food exporters, I think, really it precipitated the formation of a group of 22, 
or whatever it is now”. (Q1) 

40. The US’s reluctance to move on cotton was perceived by many to signal the 
US’s lack of interest in making a success of the Round. Sheila Page told us 
that: 
“Certainly the perception was that the US at least did not care and possibly 
actually wanted [the meeting] to fail because it did not want to make 
concessions on areas like cotton, on areas like its own agriculture and 
therefore the simplest way to avoid this was to stop the negotiation”. (Q57) 

41. The Singapore Issues4, pressed for by the EU and only treated as four 
separate issues at the eleventh hour, came to symbolise the clash between the 
conflicting demands of the rich developed world and the poor developing 
countries. According to Michael Bailey, Senior Policy Adviser on Trade and 
Investment at Oxfam,  
“The developing countries in the G90 for the first time really flexed their 
muscles by holding out on the Singapore issues”. (Q140) 

42. The lack of progress on substantive issues prior to Cancún placed a 
significant burden on the Ministerial meeting, and finally played a large role 
in determining the outcome of Cancún. Guy de Jonquières told us: 
“The US went in there completely unprepared for the furore over the cotton 
subsidies and was caught entirely by surprise. Clearly, it had expected a 
pretty easy meeting and suddenly found itself at the centre of controversy. 
The EU also, I think, was unprepared”. (Q1) 

43. The procedural aspects which were criticised following the collapse of the 
meeting - the amount of time spent rehearsing known positions; the day and 
a half spent choosing and appointing the working group chairs; the 
premature closure of the meeting - were exacerbated by the missed deadlines 
for preparatory work in Geneva.  

44. Following Cancún, many commentators called into question the role of 
Ministerial meetings in the negotiation process. Peter Sutherland pointedly 
described his own approach to handling Ministerial meetings during his time 
as Director-General of the WTO: 
“I said from the very beginning that I did not want any ministers meeting 
until all they had to do was to sign on the dotted line”. (Q158) 

45. The EU must put the failure of Cancún behind it and work for 
agreement by the end of July 2004 on a framework for negotiations in 

                                                                                                                                     
4 Collectively known as the Singapore Issues, these proposed rules cover agreements on trade and 

investment, competition policy, transparency in Government procurement and trade facilitation; see 
chapter 2.   
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order to secure a successful outcome to the Doha Round by early 
2006.  

The changed landscape of negotiations: new players 
46. The events of Cancún signalled the changes taking place in world trade. For 

the first time the developing countries, who represent the majority of the 
membership of the WTO, had a powerful say in the negotiations. This had a 
significant impact on the outcome of the Ministerial meeting, according to 
Michael Bailey: 
“I think one of the ingredients of the Cancún collapse was that developing 
countries were much more affirmative and much more united on agriculture 
and were not going to accept the crumbs, if you like, that were coming from 
the EU/US table”. (Q140) 

47. The newly formed G20 and G90 groups were able to assert their power, but 
in the view of many of our witnesses, not positively. There were clearly 
problems within the larger group of 90 in terms of communication and 
consistency of position, leading to confusion about the offers being made or 
rejected. Guy de Jonquières, and Ruth Rawling of Cargill plc told us: 
“I think they were badly informed, I think they were poorly advised by 
NGOs. I think they were rather carried away with a sense of their own 
empowerment, and afterwards a number of them have said they did not 
really understand what they were doing and they never thought it was going 
to bring the meeting to a close”. (Q1) 
“In Cancún, as I understand it, these countries were making statements of 
their position, but were not negotiating. I think a lot of effort has been put in 
since Cancún to try and get them to realise that the real benefit comes if you 
actually negotiate”. (Q95) 

BOX 4 

Developing Country groupings 

G20 -  Argentina, Bolivia, Brazil, China, Cuba, Ecuador, Egypt, India, 
Indonesia, Mexico, Nigeria, Pakistan, Paraguay, Philippines, South Africa, 
Thailand, Venezuela, Zimbabwe. 

Prior to and during the Cancún meeting Colombia, Costa Rica, El Salvador, 
Guatemala and Peru were also members, but withdrew after the Central 
American Free Trade Agreement negotiations with the United States.  
G90 - A grouping consisting of the African Caribbean and Pacific 
Countries (ACP), the Least Developed Countries (LDCs), and the African 
Union (AU) countries. 60 of the 91 countries are WTO members. 
ACP - African, Caribbean and Pacific Countries. 79 countries with 
preferential access to EU markets under the Cotonou Agreement.  

48. Despite such misgivings, the emergence of the G20 and the G90 has been 
universally welcomed post-Cancún. Patricia Hewitt told us: 
“It has changed the dynamics of the World Trade Organization in a very 
healthy way. Although they do not speak for all developing countries by any 
means, I do not think it will ever again be possible to say that the WTO is a 
conspiracy of rich countries to impose their will upon developing countries”. 
(Q236) 

49. The emergence of the G20 and the G90 has provided a legitimate basis upon 
which to differentiate between ‘developing countries’. Clearly, such 
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differentiation is welcomed by those countries wishing to escape the notion 
that world trade negotiations are conducted by the rich, to the detriment of 
the poor. Pascal Lamy, EU Commissioner for trade, was quick to point this 
out: 
“I see the consequence of this new distribution of roles in the system as very 
positive because it will probably help us to unblock this, in my view, very 
twisted presentation that it is about north on the one side and south on the 
other side. It is definitely more complex than that trade wise and we now 
have to move in a situation which from this point of view is better assessed 
than it used to be”. (Q211) 

50. This type of differentiation is about a broader political point, namely the 
nature of the WTO and its members, the decisions taken by them, and the 
tenor of their negotiations. However, underlying this distinction, based on 
different stages of development, is the reality that members of the G20 and 
the G90 have very different interests in the outcome of the Round. As 
Michael Bailey from Oxfam told us: 
“Clearly, there are differences of interest amongst the developing countries, 
and different priorities. Agriculture is a case in point, where some countries 
like Argentina and Brazil are aggressive agro-exporters; and other countries 
like India and Indonesia are much more concerned about defending their 
vulnerable farm sectors”. (Q140) 

51. The Doha Round represents the first time that China, following her 
accession to the WTO, has been involved in multilateral trade negotiations. 
Her productive capacity has already had a major impact on policy thinking 
within the WTO5. George Gelber, Head of Public Policy at CAFOD, told us 
that “many countries now regard China, with its ability to produce huge 
quantities of very cheap exports, as a threat”. (Q142) 

52. The main interest for China in the Doha Round is to get greater access to 
markets for its products. The response of smaller developing countries was 
described by Professor Jim Rollo as “FOC, Fear of China”.  This was 
evident, he told us, in the new position being taken by Bangladesh on the 
textile quota system; having pushed for liberalisation of the textile market for 
a long time, Bangladesh was now more cautious, since it feared that China 
would take the market if it was opened up. (Q53)  

53. India, another leading member of the G20, has distinctive concerns from 
China’s, wishing to protect its markets and in particular its farmers from 
aggressive imports, as Jonathan Peel, of the Food and Drink Federation 
explained: 
“India has problems with the reduction of tariff barriers because it does not 
want to be flooded from outside and, therefore, to fail to secure the future of 
its farmers in particular”. (Q98) 

54. The relationship between the competitive exporters among the G20 and the 
less developed economies among the G90 appeared far from united at 
Cancún, and the trade-off between their different interests will continue to 
be a significant part of any future negotiations. Jonathan Peel told us: 
“The Brazilians and the G20 were very clearly very keen to get much greater 
market access, but the position of the weakest members, who would probably 
lose out in a major switch to a free-for-all in the world markets because quite 

                                                                                                                                     
5 China is now the second largest importer of oil after the US, and enjoyed GDP growth of 9.1% in 2003. 

Financial Times, 24 March 2004.  
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frankly the net exporting countries could take advantage at their expense, 
[…] was not heard”. (Q86) 

55. The days when the conclusion of WTO negotiations depended solely on the 
agreement between the EU and the US are over. Clearly, there can still be no 
Round without EU and US agreement. But it is now inconceivable that any 
future settlement could be agreed without the active co-operation of the 
members of the G20 and G90. Given this, it is important that the leading 
developing countries recognise that they have responsibility as well as power. 
Gary Campkin, Head of the International Group at the CBI told us: 
“It is very important that the larger developing countries also exert some 
leadership. They have a responsibility to the least developed countries, in the 
same way that we do to develop South-South trade, to look at opening their 
own markets in a way which allows the least developed countries the 
opportunity to grow in the way that they have through trade liberalisation”. 
(Q117) 

56. The EU, along with other WTO members, needs to adapt to the 
changes taking place in world trade negotiations. In return, leaders of 
the G20 and G90 need to recognise their responsibility in contributing 
to the re-launch and successful conclusion of the Round.  

The importance of South-South Trade 
57. There has been considerable discussion of the importance of South-South 

trade since Cancún. Many commentators have been cynical about the 
motives of the developed world leaders in promoting it. Non-Governmental 
Organisations (NGOs) have been among the first, but by no means the only 
ones, to voice such criticisms. Michael Bailey from Oxfam told us: 
“We do hear a lot…from industrialised countries about the benefits of South-
South trade; and one cannot help thinking, somewhat cynically perhaps, that 
this is to divert attention from the protectionism of the OECD countries in a 
number of key areas”. (Q130) 

58. While it is recognised that the bulk of world trade takes place between a 
small number of developed countries, and only a small share of world trade 
takes place between a comparatively large number of developing countries, 
we see real benefits to the development and promotion of South-South trade. 
Peter Sutherland made a very persuasive argument of the benefits to 
developing countries: 
“In many developing countries, their own development has been impeded by 
their own protectionism, in which we in the developed world have often 
acquiesced because it is not all that relevant…People more or less say, “Let 
them keep their tariffs at enormous levels” or whatever, which ultimately acts 
as a tax on their own people and reduces their competitiveness, efficiency 
and capacity to be part of the global economy”. (Q155) 

59. Although the growth of South-South trade over the last decade has 
been substantial, there remains considerable potential for further 
liberalisation. The recent agreement between India, South Africa and 
Brazil is an encouraging sign. This Committee strongly supports the 
extension of such agreements to the less developed countries. 

Timing 
60. There were fears last autumn following the collapse of the Cancún 

Ministerial that 2004 was to be a lost year. Many commentators and indeed 
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many of our witnesses wrote off any progress on the Doha Round until after 
the American presidential elections. These fears have been mitigated by the 
willingness of the EU and the US to re-engage, and to attempt a re-launch of 
the negotiations in the window of opportunity which exists between now and 
the end of July 2004. There is now a growing sense from all the participants 
that progress could be made, and that the half-way point which Cancún was 
designed to be, could in fact be reached this year instead. If it is not reached 
this year negotiations will be put on hold at least until the spring of 2005, 
after the new Commission and the Administration appointed after the US 
elections have both found their feet. 

61. We accordingly recommend that: 
• a framework for the Doha Round negotiations must be agreed by 

the end of July 2004; 
• a firm date of early 2006 must be set as the target date for the end  

of the Doha Round negotiations. 
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CHAPTER 2: CONDITIONS FOR A SUCCESSFUL ROUND 

Agriculture 
62. Throughout the evidence presented to the Committee, agriculture emerged 

as the most contentious issue of substance. There seems little doubt that 
both the re-launch of the Doha negotiations, and their eventual success or 
failure, will depend on an agreement on agriculture. 

BOX 5 

How is Agriculture dealt with in the WTO? 

The Uruguay Round produced the first multilateral agreement dedicated to 
agriculture6. Previously, and by contrast with industrial goods, the GATT 
did not seek to limit protection against agricultural imports, or subsidies for 
exports. The agricultural agreement initiated a process of movement towards 
a fairer and more market orientated trading system, particularly in three key 
areas: 
• Market access 

• Domestic support 

• Export subsidies 
The Common Agricultural Policy (CAP) 
The Common Agricultural Policy (CAP) was foreshadowed in the original 
1957 EEC Treaty and was introduced progressively during the 1960s. One 
of its stated aims was to improve food security in Europe, although it is 
regarded as having a significant protectionist component too. Historically, 
protection for French farming was balanced by freedom for German industry 
to expand. It remains to be seen how the balance between farming and other 
economic interests will be struck in a Community of 25. The mechanisms of 
the CAP are market intervention to maintain prices, and protection for the 
domestic market through import taxes and export subsidies. In response to 
escalating production and expenditure a number of reforms have been 
introduced over the years, the most recent of which, in July 2003, aimed at 
diluting the linkage between agricultural production and levels of support for 
farmers (known as “de-coupling”). 
What happened at Cancún ? 
There was no significant discussion of agriculture at Cancún, and no 
agreement was reached on the future shape of agricultural discussions. 
Earlier attempts to chart the future course of agricultural negotiations had 
been unsuccessful. The EU and US had produced joint proposals shortly 
before Cancún, but these were not acceptable to developing countries, who 
argued that they marked a retreat from commitments undertaken at Doha in 
2001. 

What should be done about agriculture to help re-launch Doha? 

The post-Cancún programme 
63. After the failure of the Ministerial meeting in Cancún in September 2003, 

Commissioner Lamy and US Trade Representative Zoellick separately 
argued for reviving the Doha Round, and a target date was subsequently set 

                                                                                                                                     
6 http://www.wto.org/english/docs_e/legal_e/14-ag.pdf 
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for late July 2004. This implied a distinction between agreeing a framework 
for the scope of negotiations - which is necessary to re-launch the Round - 
and reaching precise agreements with quantified targets, which will be 
necessary to conclude the Round. WTO working groups have been 
reconvened to negotiate details of this framework, and a new chair has been 
appointed to the agriculture working group.7 

64. Talks on agriculture are focussing on three main areas set out in the Doha 
mandate: export subsidies, market access and domestic support. At the time 
we completed our report, there were encouraging signs of progress on export 
subsidies. Significant differences remained on market access. Domestic 
support has always seemed the easiest of the three issues to tackle. 

BOX 6 

The Doha Mandate 

 “We commit ourselves to comprehensive negotiations aimed at: substantial 
improvements in market access; reductions of, with a view to phasing out, all 
forms of export subsidies; and substantial reductions in trade-distorting 
domestic support”.8 

The EU position 
65. The mid-term review of the Common Agricultural Policy in July 2003 has 

been central to the EU’s position on agriculture in the WTO, both at 
Cancún and subsequently. The main outcome of this review was extensive 
de-coupling of agricultural support from production. This in turn, as 
Commissioner Lamy confirmed to us, enabled the EU to move to a more 
flexible position in the WTO.    While the Commissioner saw the review as a 
substantial shift in position, it was nevertheless perceived by some witnesses 
as a disappointment, as Rachel Thompson, Director of Trade and Corporate 
Social Responsibility at APCO Worldwide Inc., told us: 
“While it was a fairly big step for the EU to begin to de-couple production 
and financial support, in global development terms it was a very small step 
and it is nowhere near sufficient to meet the Doha mandates”. (Q47) 

66. In addition, many witnesses felt that the EU had not done enough to 
communicate the value to other WTO members of the CAP mid-term 
reforms, as Guy de Jonquières said: 
“[The EU] has refused consistently to spell out in the WTO exactly what the 
consequences of those reforms would be for EU trade”. (Q15) 

67. Mistrust of the EU position was exacerbated by a perception that the EU was 
backtracking on the commitment in the Doha Ministerial declaration to 
remove all forms of export subsidies, offering instead to “remove export 
subsidies for products of particular interest to developing countries”. 9 

68. The EU asked developing countries in the WTO to provide lists of products 
of interest to them. This suggestion proved singularly divisive. Many 
participants felt keenly that being asked to draw up a list was a device to pit 
one developing country against another. Underlying the opposition to this 
proposal was undoubtedly the fact that there is no common position on 
products of interest to developing countries, since developing countries have 

                                                                                                                                     
7 Ambassador Tim Groser, New Zealand 
8 Ministerial Declaration of the WTO Conference in Doha, 14 November 2001 
9 Draft Ministerial declaration, the ‘Derbez text’, 13.9.2003. JOB (03)/150/Rev.2 
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very diverging needs in relation to the products which currently receive 
subsidies in the EU, most notably sugar.  

69. The EU found itself largely isolated on export subsidies. In consequence 
Commissioners Lamy and Fischler wrote on 9 May 2004 to their Trade 
Minister colleagues in the WTO proposing to “move” on export subsidies in 
the context of a satisfactory settlement on agriculture generally, and the 
parallel removal of the subsidies given by other governments to agricultural 
exports.  

Domestic support 
70. Domestic agricultural support is controlled under current WTO rules by use 

of different categories of subsidy. 

BOX 7 

Domestic support classification in the WTO 

• Amber Box – income support and production subsidies which distort 
production and trade. These are subject to reduction commitments. 

• Blue Box – agricultural support measures which are regarded as 
exceptions to the rule that all subsidies linked to production must be 
reduced or kept within defined minimal levels. Covers payments directly 
linked to land size or livestock as long as the activity supported limits 
production. 

• Green Box – agricultural support measures that are expected to cause 
little or no trade distortion. There are no reductions required by the 
WTO and measures include payments such as environmental or regional 
assistance schemes that do not stimulate production. 

71. The EU does not need to attempt to determine at this stage the final 
outcome of negotiations on the contents of the domestic support boxes. 
However, having established a credible system of domestic support 
classification in the Uruguay Round, WTO members including the 
EU should avoid re-opening the boxes in the context of the Doha 
Round. 

Export Subsidies 
72. In many cases the world price of agricultural commodities is below the 

domestic price within the EU. For certain specified products the EU pays a 
subsidy to producers to enable them to sell those products at an artificially 
low price on world markets. 

TABLE 1 

Budgetary Expenditure on the CAP: 1999-2002 
€millions 1999 2000 2001 2002 

EU budget 79,249 77,879 101,051 95,656 

Total agricultural expenditure 45,267 41,903 45,642 47,243 

73. Export subsidies, and the position of the EU, have remained highly 
contentious since Cancún. Other WTO countries have made clear that 
agreement on export subsidies is for them an essential part of any successful 
conclusion to the Doha Round. 
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TABLE 2 
Total amount of export subsidy paid under the Common Agricultural 

Policy 1999-2002 by commodity and in total. 
€millions 1999 2000 2001 2002 

Arable crops 883.1 823.6 259.8 99.3 

Sugar 1,592.6 1,438.8 1,008.2 1,151.6 

Olive oil 2.5 0.2 0.2 0.1 

Fruit and 

vegetables 

40.4 46.1 50.8 46.4 

Wine 27.4 21.5 22.5 23.8 

Other plant 

sectors 

30.5 38.4 38.7 41.1 

Milk and 

milk 

products 

1,439.4 1,671.0 1,106.5 1,159.6 

Beef/Veal 594.9 661.3 362.6 386.7 

Pig meat, 

eggs and 

poultry meat 

385.6 348.2 115.7 104.4 

Totals 4,996.4 5,049.1 2,965.0 3,013.0 

74. In his evidence to us Commissioner Lamy referred to export subsidies as 
“not unresolvable”. As noted above, the EU are now willing to negotiate 
conditionally on eliminating all export subsidies. 

75. We support the EU’s willingness to negotiate on the elimination of all 
export subsidies. The EU should proceed on the basis that, in line 
with the Doha declaration, all WTO members should phase out all 
export subsidies or equivalents by a specified date. We recognise that 
the timetable for individual products remains for negotiation. 

76. Export subsidies and measures of equivalent effect are of course not 
limited to the EU. In that context the EU should maintain its 
demands that the US and other developed countries must also phase 
out the subsidy element in food aid and export credit. 

Market access 
77. The EU and other WTO members use both tariffs and non-tariff measures 

to control access to their domestic agricultural markets. Tariffs can be set 
according to the value of the import or a fixed amount assigned to specific 
commodities. Other forms of protection against agricultural imports are 
converted into tariffs for negotiating purposes. Remaining non-tariff 
measures include regulatory requirements such as quality standards. Current 
talks in the Doha Round are trying to set a formula for the reduction of 
tariffs on a number of products. 

78. The EU also has preferential trading agreements which allow reduced or 
tariff-free access to its markets, notably with the African, Caribbean, Pacific 
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countries (ACP) on products such as sugar. Reducing tariffs would reduce 
the relative benefit to these, also developing countries, by helping more 
efficient producers such as Brazil to compete in the EU market. 

79. Commissioner Lamy was keen to emphasise that market access should not 
only be discussed in terms of north-south trade but also in terms of opening 
up markets between developing countries. While many of our witnesses 
expressed support for the continued opening of markets between developing 
countries, the practicalities of South-South trade were not explored in detail.  

80. We support the principle of South-South trade and would be keen for 
further discussion to help remove existing obstacles to such trade. In 
particular, we recognise the potential for South-South trade to benefit 
those developing countries who will be disadvantaged by the 
agreements that are likely to be necessary on market access – as is the 
case for the ACP countries. 

81. Market access may well prove the most difficult of the agricultural 
issues to resolve. For the re-launch of the Doha Round the EU will 
have to be flexible in negotiations over alternative formulas to be 
adopted in working out reductions in tariffs and other forms of 
agricultural protection. A final settlement to conclude the Doha 
Round will require the EU to move further in improving market 
access for agricultural imports than it has so far been prepared to do. 

The WTO is the best route for liberalising agriculture 
82. Agreement on agriculture is fundamental to the Doha Round. But is the 

Doha Round, and more broadly the WTO, fundamental to agriculture? 
Liberalisers would argue yes. Our evidence suggests that agricultural market 
liberalisation can best be achieved multilaterally. Patricia Hewitt stated in her 
evidence that the most difficult issues can only be resolved in the WTO, 
citing the recent US-Australian agreement as an example of the shortcomings 
of a bilateral approach– 
“It is quite telling that sugar was simply exempted from the recent agreement 
between the United States and Australia; in order to get that bilateral 
agreement several quite key issues were just ignored”. (Q239) 

83. The EU’s ‘Everything But Arms’ agreement, which aims to open EU 
markets to least developed countries, has been used as an example of how 
bilateral agreements can address developing country needs. However, it also 
excludes the most sensitive areas of agriculture by postponing tariff and 
quota-free access for sugar, rice and bananas until the end of the decade. 10 

84. We strongly support use of the WTO to provide practical and effective 
means for agricultural liberalisation. The EU can no longer postpone 
action on difficult issues. Every effort should be made to reach 
agreement within the Doha Round. 

CAP Reform must continue apace within the EU 
85. Although the Committee recognises that the EU has already taken significant 

steps towards agricultural reform, it needs to do more both presentationally 
and on substance. This is in the interest of the liberalisation of international 

                                                                                                                                     
10 “The changes introduced by the EBA initiative in 2001 are relatively minor for currently exported 

products, primarily because over 99 percent of EU imports from the LDCs are in products which the EU 
had already liberalized, and the complete removal of barriers to the key remaining products—rice, sugar, 
and bananas—has been delayed.” World Bank working paper 3018, April 4 2003. 



26 THE WORLD TRADE ORGANIZATION: THE ROLE OF THE EU POST-CANCÚN 

trade more generally, of EU consumers and of budgetary control. The mid-
term reforms are not concluded, with work progressing on products not 
already covered, including a forthcoming proposal on reform of the sugar 
regime, previously expected in June 2004. The Commission have now 
signalled that they are unlikely to make a proposal on sugar until the current 
WTO case on sugar subsidies, brought by Australia and Brazil, has been 
concluded. But the EU sugar regime needs to be reformed in a way which 
ensures that trade distorting export subsidies are phased out. 

86. The United Kingdom should continue to exert pressure on her EU 
partners over agricultural reform, encouraging them to go further as 
quickly as possible. Spending has been agreed for the CAP budget up 
to 2013. This ceiling should be seen as the outside limit, and must not 
be exceeded. 

87. In order to re-launch the Doha negotiations the EU should: 
• proceed on the basis that it will commit to the  phasing out of all 

export subsidies by specified dates, on the understanding that 
other WTO member countries do the same. 

• Show the necessary flexibility to ensure that a formula (without 
precise figures at this stage) is agreed for reducing tariffs on 
agricultural imports. 

88. In order to bring the Doha Round to a successful conclusion: 
• The precise timetable for phasing out export subsidies by product 

will need to be negotiated. 
• EU reform of the sugar regime is an opportunity to demonstrate 

real commitment to liberalisation, and should proceed as quickly 
as possible. 

• The EU will need to commit to greater market access for 
agricultural imports than it has so far been prepared to do. 

The Singapore issues 

BOX 8 

What are the Singapore issues? 

Ministers from WTO member countries decided at the 1996 Singapore 
Ministerial Conference to set up three new working groups: on trade and 
investment, on competition policy, and on transparency in government 
procurement. They also instructed the WTO Goods Council to look at 
possible ways of simplifying trade procedures, an issue known as ‘trade 
facilitation’. These four subjects are collectively known in trade circles as the 
‘Singapore issues’. 

Background to the Singapore issues 
89. Successive rounds of trade negotiations within the GATT have achieved 

significant cuts in tariffs on goods. As tariffs have come down, and as trade in 
services has grown, there has been greater focus on other forms of trade 
obstacle. 

Trade and competition 
90. There are as yet no general WTO rules on trade and competition. 

Differences between competition rules can obstruct market access, 
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hampering for example, an exporting firm’s ability to take over an existing 
firm or compete with an established monopoly. Support for work on trade 
and competition led to its inclusion in the Singapore declaration. 

Trade and investment 
91. Even though many governments offer incentives to attract foreign investors, 

they often want to retain control over the conditions under which such 
investment is approved. This can lead to inconsistent treatment of investors, 
favouritism and even corruption. In an increasingly globalised world, the 
question is whether there should be constraints on governments’ rights to 
regulate investment and, if so, whether investors should have any remedy 
against governments. Following unsuccessful attempts to reach an OECD 
agreement on trade and investment, the objective of a trade and investment 
framework within the WTO featured in the Singapore agenda. 

BOX 9 

Multilateral or plurilateral? 

In the context of the WTO, a multilateral agreement is one which is agreed 
by all WTO members, for example the General Agreement on Trade in 
Services (GATS). A plurilateral agreement is one which only some WTO 
members have agreed, and which only applies among those members. 
Examples are the Government Procurement Agreement and the Agreement 
on Trade in Civil Aircraft. 

Government procurement 
92. The conditions under which firms may apply for public contracts are an 

important part of any overall trade policy. There is already an agreed 
plurilateral framework among a group of WTO members, mostly developed 
countries, in the form of the Government Procurement Agreement (GPA). 
However, the goal of a multilateral WTO agreement has not yet been 
achieved. It was felt at the Singapore meeting that a possible starting point 
could be transparency in public procurement. This would not mean common 
rules as such, but a requirement on government bodies to be transparent 
about the terms on which public sector contracts would be awarded, 
promoting greater openness in the selection process. 

Trade facilitation 
93. Cutting red tape at the point where goods enter a country, and providing 

easier access to information on other countries’ importing and exporting 
regulations, are two ways of ‘facilitating’ trade. The Singapore meeting 
agreed to address these types of trade issue. 

United Kingdom interests in the Singapore issues 
94. Amongst our witnesses there was a sense of confusion as to why the EU 

negotiators had become so attached to the Singapore Issues, and in particular 
to all four Singapore Issues being part of the Round. The expectations of 
United Kingdom businesses were less ambitious, according to John Cridland 
of the CBI. While trade facilitation was considered “relatively 
uncontroversial”, and had the potential to bring “significant gains”, the three 
remaining issues were far from clear cut. He told us that some progress may 
be possible on transparency in government procurement, but that investment 
was “beyond us” in the Round. However, on competition he said that the 
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CBI had always been opposed to it being dealt with in the Doha Round, due 
to its difficult and technical nature (Q117). 

95. This view appeared to be supported by the Government’s own position on 
the Singapore issues. Patricia Hewitt explained that: 
“On trade facilitation there is clearly a consensus about the desirability of 
negotiation and that should be able to proceed. On transparency in 
government procurement, there is no doubt at all that would reinforce the 
broader agenda of good governance, dealing with corruption and so on […] 
On investment and competition, the really important issue is that they should 
not be allowed to get in the way of making progress on the issues which really 
matter in this Round”. (Q232) 

96. The EU has indicated that, while they would like to keep at least some the 
Singapore issues within the Single Undertaking11 of the Doha Round, they 
no longer insist on this. If, however, there was agreement to launch 
negotiations on trade facilitation and on transparency in government 
procurement within the Single Undertaking, the EU would be happy to join 
in that consensus. To the extent that any or all of the Singapore issues were 
excluded from the Round, the EU would explore with interested members 
whether agreed rules could be negotiated on a plurilateral basis. 

97. A plurilateral approach would have the advantage of encouraging some 
forward movement on investment and competition when no progress is likely 
or expected as part of the Round. Countries would be free to join as and 
when they judged it to be in their interests to do so. The experience of 
pursuing a multilateral investment agreement within the OECD (in effect a 
plurilateral investment in WTO terms) proved an unhappy one, but some 
existing plurilateral agreements in the WTO, such as the Government 
Procurement Agreement and the Agreement on Trade in Civil Aircraft, have 
proved their worth. 

98. We believe that the EU’s approach should be to: 
• drop some Singapore issues from the Single Undertaking; 
• press for a consensus to launch negotiations on trade facilitation 

and on transparency in government procurement within the 
Single Undertaking; and 

• if any or all of the issues are excluded from the Round, explore 
progress on a plurilateral basis. 

                                                                                                                                     
11 WTO trade negotiation rounds depend on reaching an agreement of all members on all items on the 

agenda – this is referred to the Single Undertaking. 
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CHAPTER 3: MULTILATERAL AND BILATERAL APPROACHES 

Is there a contradiction between the two? 
99. We have been keen to establish whether a multilateral approach to trade 

policy, using the WTO, is necessarily in conflict with a bilateral approach, 
involving trade deals between individual countries or groups of countries. 

100. Professor Jim Rollo suggested that all WTO members should commit to a 
moratorium on new bilateral preferential trade agreements for two years 
(p19). He was concerned that regional initiatives, from which the least 
developed countries were likely to be excluded, would be potentially 
damaging to those least developed countries. (Q42) 

101. There are also concerns about the nature of bilateral deal-making. The NGO 
Traidcraft Exchange Plc told us that the EU did not currently allow 
developing countries to choose between the bilateral and multilateral routes, 
but instead pursued maximum gains in whichever forum was most expedient 
at the time. In areas such as investment, public procurement, services and 
market access, the EU was pursuing commitments through the Economic 
Partnership Agreements (under the Cotonou Agreement) which went much 
further than WTO ones (p126). 

BOX 10 

Bilateral and regional trade agreements 

From 1948 to 1994, 124 regional trading arrangements (RTAs) were 
notified to the GATT. Since 1995, 138 RTAs have been notified to the 
WTO. The pace of formation of new RTAs has increased since the 
Ministerial Meeting in Seattle in 2000. 
While there have been a number of major regional and bilateral trade 
agreements for some time, such as the North American Free Trade Area 
(NAFTA) and the Cotonou Agreement between the EU and the ACP, 
examples of such agreements recently concluded, or under negotiation or less 
formal examination, include: 
Free Trade Area of the Americas   EU/Mediterranean 
US/Australia      EU/Mercosur 
US/Central American Free Trade Area  China/Australia 
US/Chile      China/India 
US/Morocco      China/Japan 
US/Singapore      Japan/Korea 
US/Southern African Customs Union  Japan/Mexico 
US/Thailand      Morocco/Turkey 
EU/Gulf Cooperation Council   
The EU have said that they do not intend to launch any further regional or 
bilateral trade negotiations until the Doha Round is complete. 

102. Some of our other witnesses, while favouring the multilateral route, saw 
regional and bilateral trade deals as inevitable, and potentially 
complementary to multilateralism. Peter Sutherland commented on the 
impact of the EU’s single market in the wider multilateral trading 
community: 
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“The mechanisms and the thought processes of the European liberalisation 
of the 1992 process and before have been brought into play in different ways 
in the negotiations in the WTO”. (Q155) 

103. Despite differences about the role of bilateral and regional agreements, our 
witnesses were unanimous in calling for an overall commitment to the 
multilateral framework. John Cridland explained that for CBI members, 
there was more to be gained than lost by maintaining the overall 
commitment to the principle of multilateralism. He went further to say that 
pursuing bilateral negotiations instead, would be detrimental to “both our 
own population, and more importantly, of developing countries”. (Q118) 

104. The case against bilateralism is often made in terms of the disadvantages for 
developing countries, but enlightened self-interest also plays a role in 
determining the EU and the United Kingdom’s commitment to the 
multilateral forum, as comments from Pascal Lamy and Patricia Hewitt 
demonstrate: 
“I think in terms of efficiency (the ratio between the effort you put in and the 
result), I would not discount the multilateral system because the fact it is 
more complex also means that results you can achieve are far greater”. 
(Q218) 
“I believe that morally [pursuing bilateral and regional trade deals] would be 
the wrong thing to do and I also think it is not actually in our real economic 
or security interests either”. (Q239) 

105. The multilateral approach has clearly proved valuable as a means of ensuring 
the reduction of tariff and other barriers to trade worldwide. As the WTO 
has expanded its membership, the leverage for achieving freer trade 
worldwide by multilateral commitments has increased. As Pascal Lamy told 
us:  
“Moving 150 countries on a 20-topic agenda of course is difficult but if you 
get there […] the weight and the size of what you have moved forward is 
enormous, and the benefits of that in each and every country and in each and 
every market access and in each and every rule you create are very large”. 
(Q218)  
This compares well with bilateral deals whose impact is often more limited, 
but which can require lengthy negotiations, just as multilateral agreements 
do. Pascal Lamy told us about a mutual recognition agreement on marine 
equipment, recently concluded with the United States.  
“It took us five years to put together the two regulatory bodies which we have 
in Europe and the US, which certify that marine equipment of this kind can 
be put on a boat.  Five years!” (Q218)   

106. But multilateralism is not a panacea. It inevitably takes time to achieve 
agreement among all WTO members and negotiating rounds are becoming 
longer and more complex. Meanwhile, trade obstacles remain in place. For 
those, particularly in business, who support the rapid removal of obstacles, 
there is frustration in waiting for the results of a round. 

107. Provided bilateral agreements do not obstruct or replace the multilateral 
route, they are unlikely to impede world trade, and may indeed achieve some 
good. In some circumstances, bilateral deals may provide a practical way for 
the major trading nations or groups of nations to make progress if 
multilateral negotiations have stalled. Free trade areas can distort trade flows, 
but they can also have a net trade-creating effect, and over time, they can 
lead to a greater acceptance of the benefits of more open trade, and therefore 
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of the need for multilateral progress. Seen in this light, bilateral deals can be 
stepping stones rather than obstacles to multilateralism. 

108. In addition, the multilateral nature of the WTO means that there is less 
scope for offering favourable trade deals to political allies – although there are 
often political and diplomatic pressures for such deals. It is interesting that in 
one area which has so far not been tackled in the WTO, namely trade and 
investment, there are estimated to be around 1600 bilateral treaties 
worldwide. The overwhelming popularity of treaty-making in this field in our 
view springs both from such political and diplomatic pressures, and from the 
difficulty hitherto in making progress in the multilateral field. 

109. We conclude that there is no inherent contradiction between 
multilateral and bilateral approaches, and that the bilateral route can 
add value as long as it does not replace multilateral negotiations. 

110. We recommend that the EU should continue to prioritise and push 
for gains in the multilateral WTO forum, given the greater gains that 
are achievable. 
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CHAPTER 4: FORMULATION OF EU TRADE POLICY 

The EU’s negotiating mandate 
111. Under the EC Treaty12 the European Commission initiates proposals for new 

international agreements and negotiates those agreements on behalf of the 
Member States, on the basis of a mandate agreed by them. While the Treaty 
gives the Commission a strong hand in EU trade policy, safeguards are 
provided in the relationship with the Council of Ministers and Parliament. 
The Commission needs to consult with the Council and to seek its authority 
for the launch of formal negotiations, and for any legislative decisions in the 
trade field. 

112. During our inquiry, we heard a range of views about the way EU trade policy 
is formulated. Some witnesses saw the present EU trade policy system as 
closed and unaccountable. Others believed the Commission must have some 
freedom of manoeuvre if it is to negotiate effectively. 

113. The International Chamber of Commerce United Kingdom supported 
greater European Parliament and NGO access to the trade policy process 
(p115). This was echoed by the RSPB, who thought that both the European 
Parliament and the Council should authorise the opening of trade 
negotiations, the adoption of negotiating mandates and the conclusion of 
agreements (p119). CAFOD saw the EU’s internal processes on trade policy 
as opaque, arguing that the agenda and minutes of the trade specialists’ 
committee (the so-called “Article 133” Committee13) should be published, 
and that sufficient time be given for consultations between directorates 
within the Commission as well as within Member State governments and 
civil society (p50). 

114. On the other hand, Clifford Chance said that while transparency and 
accountability are important, full disclosure during negotiations would 
hamper the bargaining position of the EU’s negotiators (p104). Giles 
Chichester MEP took a similar line, saying that: 
“The EU’s trade negotiators are in a very difficult position - with 15, and 
soon 25, member states to satisfy it is much harder to ascertain what can be 
sold as a good deal on their return and so their flexibility is restrained. 
Politics is the art of the possible and we do not see any easy way to give 
negotiators more room for manoeuvre than they already have”. (p100) 

115. There is a clear sense of dissatisfaction with the lack of information on trade 
policy provided to civil society by the Commission and others. But there are 
many who see something like the present arrangements as inevitable, given 
that international trade negotiations are necessarily conducted in confidence, 
and the participants do not want their positions disclosed in advance. 

116. We do not believe radical changes are required in the way EU trade 
policy is formulated and executed. However, the Commission should 
maintain and if possible increase the flow of information and 
consultation on trade policy. 

                                                                                                                                     
12 Article 300 (3)  
13 Under Article 133 of the EC Treaty the Commission is required to consult “a special committee appointed 

by the Council” on its trade negotiations. The Committee is made up of senior officials from the Member 
States, and known as the Article 133 Committee.  
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The Role of the European Parliament 
117. The European Parliament had no role in trade policy formulation in the 

original Treaty of Rome. This has been altered to some extent in successive 
Treaty revisions and the European Parliament’s assent is now required for 
the conclusion of the most important trade agreements14. However, the 
Parliament’s approval is not required for the adoption of negotiating 
mandates nor the routine conclusion of all trade agreements. A number of 
MEPs would like to change this through further Treaty change. 

118. Nick Clegg MEP explained that the aim of MEPs like himself, who had been 
active in the debate on the EU’s negotiating mandate, was to obtain the right 
to ratify any major WTO deal entered into by the European Union (Q190). 

BOX 11 

Fast Track Trade Promotion Authority 

The US Constitution gives Congress the primary power over trade policy: 
Article 1 empowers Congress “to regulate commerce with foreign nations” 
and “to lay and collect taxes, duties, imports, and excises”.   
Under the Fast Track Trade Promotion Authority Congress delegates to the 
President the authority to negotiate trade agreements and impose tariffs. 
Congress has to vote to accept or reject the final outcome of any trade 
negotiation, but can only exercise that vote on the package as a whole rather 
than individual elements. 

119. Such a power would parallel the US Congress’s current “Fast Track” 
authority, under which Congress has a ‘yes’ or ‘no’ vote on the outcome of 
trade Rounds. The European Parliament did enjoy such powers on the 
outcome of the Uruguay Round, due to a provision in the EC Treaty which 
stipulates that any international agreement entered into by the EU which has 
important budgetary implications, amends certain types of internal EU 
legislation or creates a specific institutional framework, must be subject to a 
vote of assent in the European Parliament15. Because the Uruguay Round 
reduced tariffs, created the WTO and amended internal EU legislation, the 
Parliament was entitled to use the assent procedure. 

120. Nick Clegg would like to see this practice enshrined in the new Treaty for all 
significant trade deals entered into by the EU. While it was conceded that the 
European Parliament was extremely unlikely to use its veto to reject a trade 
round once all WTO members had agreed it, he believed that the threat of 
such a veto, however unlikely, would be a sufficient spur to re-organise 
relationships between institutions. (Q191) 

121. We do not see a compelling argument for increasing the formal 
powers of the European Parliament. Doing so would risk slowing 
down and politicising what is already a difficult negotiating process 
within the Doha Round. Furthermore, comparisons with the Fast 
Track authority in the United States highlight the potential danger for 
the European Parliament to become a lobby for protectionist 
interests, and thus for anti-liberalisation voices. We agree with the 
CBI’s view that: 

                                                                                                                                     
14 Article 300 (3) EC 
15 Article 300 (3) EC 
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“democratic oversight of the EU’s trade policy is already provided by the 
Council, and…the greater involvement or power of the European Parliament 
may inhibit its effective operation” (p44). 

122. We recommend that there should be strong continuing dialogue 
between the Council, Commission and Parliament on trade policy, 
but that the formal powers of the European Parliament should not be 
increased. 

The Role of EU Member States 
123. Member States have their own contacts with third countries, both politically 

and at senior official level. These relationships can be used positively to 
reinforce the Commission’s own negotiating stance, but sometimes mixed 
messages are projected to those third countries. 

124. We believe that Member States need to support the trade Commissioner in 
order for negotiations to work effectively. There would be real dangers if 
Member States undermined the Commission by taking positions with third 
countries which contradicted those agreed within the EU. However, there is 
a possible role for Member State governments to help the negotiations 
process by taking advantage of particular bilateral links. 

125. We looked at the role played by the United Kingdom within the European 
trade policy context. We were keen to determine whether the United 
Kingdom was being proactive enough. Patricia Hewitt told us: 
“We also have, as the United Kingdom, by virtue of our unique history and 
set of relationships, the capacity to influence around the world. We clearly 
influence the stance taken by the European Commission on behalf of the 
whole European Union, but we also have our transatlantic relationship and 
we have our Commonwealth focused relationships and our relationships, 
partly overlapping with the Commonwealth, with developing countries […] 
we have a very strong position here in terms of knowing how other countries 
are feeling about the negotiations, making sure that is fed back into the 
Commission, or indeed into the United States, trying to respond to that and 
so on”. (Q242) 

126. There is scope for the United Kingdom to use its influence within the 
EU to make the case for agricultural reform. The Government should 
also use its strong links with the US to encourage them to look 
seriously at reforms to their own agricultural sector in order to get 
the Doha Round re-launched. The Government should continue to 
use its connections with individual Commonwealth countries in order 
to encourage progress on Doha. 

127. We urge the United Kingdom Government to use its connections with 
the US, Commonwealth countries and others to press for progress 
within the Doha Round. 
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CHAPTER 5: THE WTO IN CONTEXT 

Role of WTO in global governance 
128. The WTO’s core objectives, within the wider context of growth and 

development described at the start of Chapter 1, are to facilitate trade and 
provide a forum for the resolution of disputes among its members. The 
WTO has been blamed in the past for having a negative impact on other 
policy areas such as development, environmental protection and labour 
standards. There are difficult questions at issue when separate areas of public 
policy – such as trade and the environment - overlap. It is important to 
distinguish between inequities in the current trading system and the WTO 
itself, as a set of rules and an organization. However, the WTO should not be 
held responsible for achieving other public policy aims, nor blamed for policy 
shortcomings elsewhere.  

129. In areas of overlap between the WTO and organizations that set and regulate 
other public policy objectives, the WTO clearly needs to be sensitive to the 
charge of obstructionism. There also needs to be sensitivity to the dangers of 
the world trading system being drawn into other public policy areas as 
convenient leverage. 

130. WTO rules allow states some leeway in adopting rules that derogate from 
market opening on public health, public morality, environmental or national 
security grounds. Contrary to what is often thought, the WTO’s guiding 
principle is not free trade per se, but a reciprocal balance of concessions. 
WTO members who disturb that balance by taking domestic measures with 
an impact on trade may – depending upon the circumstances – be required 
to offer compensatory adjustments for adversely-affected countries. This 
recognises that in an open trading system some of our domestic choices may 
prove costly for our partners. 

Trade and Development 
131. We believe that trade and development need to be seen as partners rather 

than rivals. The WTO success in removing trade obstacles can lead to 
economic gains which can in turn help reduce poverty. What the WTO 
cannot do is to ensure that any new wealth created by such gains is 
distributed equitably: that is a wider global governance issue involving, for 
example, UN and International Labour Organisation (ILO) obligations. 

132. While trade and development specialists may differ in their views on trade 
liberalization, we did not detect outright opposition from the development 
community towards the WTO itself. Indeed, some see it as a bulwark against 
the power of rich countries to impose deals on others. Michael Bailey of 
Oxfam told us that: 
“We think that the developing countries probably have the best chance of 
getting reforms in international farm trade through the multilateral process at 
the World Trade Organization than they would through the bilateral or 
regional deals that the US is particularly keen on pursuing”. (Q127) 

Trade and Labour standards 
133. Pascal Lamy told us that he could see no way in which a resumption of the 

Doha negotiations could include linking WTO rules with some of the ILO 
rules, “linkages between WTO and ILO or WTO rules and core labour 
standards are not part of the agenda”. (Q219) He personally regretted this. 
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We believe that the WTO should not stand in the way of efforts by other 
international organisations such as the ILO to improve adherence to 
internationally agreed labour standards. On the other hand, the trade system 
should not be used as a way of enforcing those standards through retaliatory 
action.  

Trade and the environment 
134. We think it is reasonable for WTO members to be able to challenge 

unilateral environmental restrictions which go beyond what is necessary to 
protect human, animal and plant life and health in the country applying such 
restrictions, for example by penalizing imports produced in a way which the 
importing country does not approve of. Allowing a patchwork of standards 
imposed on others, with the threat of using the trading system as a sanction, 
would carry clear dangers of a tit-for-tat approach. The way to resolve this 
dilemma is through an increase in international environmental agreements 
based on common standards. Once such international standards are widely 
agreed, it would not in our view be right for WTO rules to be used to 
undermine them. 

135. The WTO should not be held responsible for failure to achieve non-
trade objectives nor blamed for policy shortcomings elsewhere. But 
the WTO membership should acknowledge that its agreements have 
implications for other policy areas. Efforts to achieve international 
standards on labour and environmental protection should be pursued 
by national governments in other fora.   

Role of NGOs in multilateral trading framework 
136. We received evidence about the role of NGOs at the Cancún Ministerial 

meeting, and their influence with developing countries more generally. The 
CBI told us they were concerned about “the role of certain NGOs in Cancún 
and the destabilising influence that they can play with some developing 
countries.” (p43) 

137. Peter Sutherland referred to the “triumphalist celebration by extremely 
Luddite NGOs” following the collapse of Cancún (Q160). His view was 
supported by Martin Haworth of the National Farmers’ Union, who felt that 
many of the NGOs are “fundamentally opposed to liberalisation and any 
progress”. (Q104) 

138. We took evidence from some of the leading NGOs16 and were struck by their 
commitment to use the current trading system for the benefit of developing 
countries. It is clear, however, that some NGOs and their supporters have a 
wider negative agenda of opposing globalisation itself. We respect the right of 
all NGOs to make their views known, and we welcome their contribution to 
the trade policy debate. But we believe it is important for NGOs to accept 
the logic of their own views on openness, by being transparent about their 
aims and the degree to which they are representative of a wider body of 
opinion. 

139. Leaving aside any negative agenda, there are positive ways in which NGOs 
can contribute to greater openness in trade policy, as well as to greater 
capacity among developing countries. Many developing countries lack 
negotiating capacity and can be helped by research and ideas from well-

                                                                                                                                     
16 CAFOD, Christian Aid, Oxfam. 
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informed and well-resourced NGOs. As long as this advice is based on an 
objective assessment of the interests of the developing countries concerned, 
we see this as a positive development, although one which should be 
balanced by continuing capacity-building initiatives by governments 
themselves. 

140. We welcome NGO contributions to a broader debate on trade policy 
and their assistance in capacity-building in developing countries. 

141. We are not convinced by the arguments of those NGOs who try to call 
in question the benefits which globalisation and trade liberalisation 
offer to developing countries. 

142. NGOs should be transparent about their aims and accountable for 
their actions when advising developing countries on trade policy. 

Reform of the WTO 
143. There is frequently confusion between the WTO’s various roles when 

proposals for reform are considered. The WTO is at the same time a set of 
legal agreements; a group of countries meeting together to negotiate new 
agreements; a permanent Secretariat; and a dispute settlement mechanism. 
We believe that it is important, in any discussion of reform, to be clear which 
of these elements should be addressed. 

144. It is also important to distinguish between short-term and long-term reforms. 
It is desirable to look at reforms now which can be achieved during the 
currency of the Doha Round, but not to be so ambitious that the Round 
itself is impeded. In that context, we would recommend four short-term 
reforms. 

145. First, the role of Ministerial meetings should be reconsidered. Peter 
Sutherland told us: 
“I have always believed that any trade negotiation that relies on ministers on 
a whole range of subjects coming together and magically coming up with 
solutions is a mistake”. (Q 158) 

146. We have considerable sympathy with his insight into the problems of large-
scale formal meetings. Periodic formal meetings of all WTO trade Ministers 
are necessary but in order to make progress on substantive issues, greater 
emphasis should be placed on smaller informal meetings of Ministers. 
Formal Ministerial meetings should only be held when they serve a clear 
purpose. 

147. Second, we believe there should be better preparation of formal Ministerial 
meetings. Patricia Hewitt commented on the valuable contribution which 
good preparation made to the success of the Doha Ministerial in November 
2001: 
“I certainly observed at Doha that the work which had been done by the 
friends of the president, those ministers, played a really crucial role in the 
run-up to Doha, making sure that we were actually able to overcome the 
outstanding disagreements we had when we got there and then to launch the 
Round”. (Q241) 

148. This preparation should involve appointing facilitators well in advance. 
Governments should also give their Geneva Ambassadors the authority they 
need to draw up draft conclusions for the Ministers to endorse. 
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149. Third, the running of such meetings needs to be re-examined. Pascal Lamy 
commented to us that: 
“it is the tradition that the chair of the Ministerial conference is the chair of 
the host country. It is like if you wrote in the WTO procedure book, ‘Please 
check where hotel availability is six months ahead from now’, and at the 
conclusion of that you will decide who the chair of the conference is. That is 
the way it works which is, frankly speaking, totally stupid. There is no real 
procedure”. (Q214) 

150. This is clearly unsatisfactory, and illustrates the need for greater involvement 
of the Director-General and negotiating group chairs, together with key 
Ministers chosen for their familiarity with the issues and chairmanship skills, 
as well as the relevant host country minister. The scale of such meetings, 
with delegate numbers running into the thousands, needs to be reviewed by 
the collective WTO membership with a view to encouraging smaller 
negotiating teams. 

151. Fourth, there should be facilitation of greater participation of developing 
countries in Geneva and at Ministerial meetings. The developing countries in 
turn will need, as far as they can, to allocate scarce resources of skilled people 
to these events. It is crucial for the success of future negotiations that the 
G20 and G90 groups begin to lead and play a positive role in the 
negotiations. 

152. In the longer term we believe that there should be two further reforms. First, 
more resources should be provided for the WTO Secretariat to enable it to 
be more proactive in negotiations. 

153. Second, the role of the Director-General needs to be strengthened to enable 
him or her to play a more active and influential part in negotiations. This 
depends partly on ensuring an appointment for a reasonably long time – we 
would suggest at least four years to ensure continuity and experience – and 
partly on providing the Director-General with sufficient procedural scope to 
seek creative solutions to negotiating problems. The choice of the Director-
General, a post which calls for an unusual mix of administrative, political and 
inter-personal skills, should be based on merit, not on geo-political 
considerations.  

154. We therefore recommend that: 
(i) in the short-term, the WTO should focus on procedural 

improvements which would make it easier for 
substantive agreements to be reached, notably better 
preparation and organisation of ministerial meetings; 

(ii) other, more major reforms of the WTO, relating to the 
Secretariat and Director-General, should be addressed 
only after the successful conclusion of the Doha Round. 
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CHAPTER 6: SUMMARY OF CONCLUSIONS 

The context of our Inquiry 
155. We recommend that the Government continues to pursue further trade 

liberalisation as an important policy objective. The continued removal of 
trade barriers will lead to greater economic growth and jobs around the 
world. 

United Kingdom and EU interests in the Doha Round 
156. If United Kingdom companies are to compete effectively in world markets 

they need to make use of the most competitive sources of supply, including 
global outsourcing where this makes good business sense. 

157. We support the EU’s recent offer to “move” on export subsidies. The EU 
should negotiate on the basis that, as long as others follow suit, it will firmly 
commit itself to phasing out its agricultural export subsidies by a specified 
date or dates. 

158. The Doha Round should aim for the elimination or significant reduction of 
industrial tariffs, although developing countries should have longer 
implementation periods. 

159. The United Kingdom should press for a wide-ranging EU approach to the 
Doha Round aimed at tackling the main barriers to trade in services. 

160. The EU must put the failure of Cancún behind it and work for agreement by 
the end of July 2004 on a framework for negotiations in order to secure a 
successful outcome to the Doha Round by early 2006. 

The changed landscape of negotiations 
161. The EU, along with other WTO members, needs to adapt to the changes 

taking place in world trade negotiations. In return, leaders of the G20 and 
G90 need to recognise their responsibility in contributing to the re-launch 
and successful conclusion of the Round. 

162. Although the growth of South-South trade over the last decade has been 
substantial, there remains considerable potential for further liberalisation. 
The recent agreement between India, South Africa and Brazil is an 
encouraging sign. This Committee strongly supports the extension of such 
agreements to the less developed countries. 

Timing 
163. We accordingly recommend that: 

• a framework for the Doha Round negotiations must be agreed by the end 
of July 2004; 

• a firm date of early 2006 must be set as the target date for the end  of the 
Doha Round negotiations. 

Agriculture 
164. The EU does not need to attempt to determine at this stage the final 

outcome of negotiations on the contents of the domestic support boxes. 
However, having established a credible system of subsidy classification in the 
Uruguay Round, WTO members including the EU should avoid re-opening 
the boxes in the context of the Doha Round. 
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165. We support the EU’s willingness to negotiate on the elimination of all export 
subsidies. The EU should proceed on the basis that, in line with the Doha 
declaration, all WTO members should phase out all export subsidies or 
equivalents by a specified date. We recognise that the timetable for individual 
products remains for negotiation. 

166. Export subsidies and measures of equivalent effect are of course not limited 
to the EU. In that context the EU should maintain its demands that the US 
and other developed countries must also phase out the subsidy element in 
food aid and export credit. 

167. We support the principle of South-South trade and would be keen for further 
discussion to help remove existing obstacles to such trade. In particular, we 
recognise the potential for South-South trade to benefit those developing 
countries who will be disadvantaged by the agreements that are likely to be 
necessary on market access – as is the case for the ACP countries. 

168. Market access may well prove the most difficult of the agricultural issues to 
resolve. For the re-launch of the Doha Round the EU will have to be flexible 
in negotiations over alternative formulas to be adopted in working out 
reductions in tariffs and other forms of agricultural protection. A final 
settlement to conclude the Doha Round will require the EU to move further 
in improving market access for agricultural imports than it has so far been 
prepared to do. 

169. We strongly support use of the WTO to provide practical and effective 
means for agricultural liberalisation. The EU can no longer postpone action 
on difficult issues. Every effort should be made to reach agreement within the 
Doha Round. 

170. The United Kingdom should continue to exert pressure on her EU partners 
over agricultural reform, encouraging them to go further as quickly as 
possible. Spending has been agreed for the CAP budget up to 2013. This 
ceiling should be seen as the outside limit, and must not be exceeded. 

171. In order to re-launch the Doha negotiations the EU should: 

• proceed on the basis that it will commit to the  phasing out of all export 
subsidies by specified dates, on the understanding that other WTO 
member countries do the same. 

• Show the necessary flexibility to ensure that a formula (without precise 
figures at this stage) is agreed for reducing tariffs on agricultural imports. 

172. In order to bring the Doha Round to a successful conclusion: 

• The precise timetable for phasing out export subsidies by product will 
need to be negotiated. 

• EU reform of the sugar regime is an opportunity to demonstrate real 
commitment to liberalisation, and should proceed as quickly as possible. 

• The EU will need to commit to greater market access for agricultural 
imports than it has so far been prepared to do. 

Singapore Issues 
173. We believe that the EU’s approach should be to: 

• drop some Singapore issues from the Single Undertaking, 
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• press for a consensus to launch negotiations on trade facilitation and on 
transparency in government procurement within the Single Undertaking, 
and 

• if any or all of the issues are excluded from the Round, explore progress 
on a plurilateral basis. 

Multilateral and bilateral approaches 
174. We conclude that there is no inherent contradiction between multilateral and 

bilateral approaches, and that the bilateral route can add value as long as it 
does not replace multilateral negotiations. 

175. We recommend that the EU should continue to prioritise and push for gains 
in the multilateral WTO forum, given the greater gains that are achievable. 

Formulation of EU trade policy 
176. We do not believe radical changes are required in the way EU trade policy is 

formulated and executed. However, the Commission should maintain and if 
possible increase the flow of information and consultation on trade policy. 

177. We do not see a compelling argument for increasing the formal powers of the 
European Parliament. Doing so would risk slowing down and politicising 
what is already a difficult negotiating process within the Doha Round. 
Furthermore, comparisons with the Fast Track authority in the United States 
highlight the potential danger for the European Parliament to become a 
lobby for protectionist interests, and thus for anti-liberalisation voices. 

178. We recommend that there should be strong continuing dialogue between the 
Council, Commission and Parliament on trade policy, but that the formal 
powers of the European Parliament should not be increased. 

179. There is scope for the United Kingdom to use its influence within the EU to 
make the case for agricultural reform. The Government should also use its 
strong links with the US to encourage them to look seriously at reforms to 
their own agricultural sector in order to get the Doha Round re-launched. 
The Government should continue to use its connections with individual 
Commonwealth countries in order to encourage progress on Doha. 

180. We urge the United Kingdom Government to use its connections with the 
US, Commonwealth countries and others to press for progress within the 
Doha Round. 

Role of WTO in global governance 
181. The WTO should not be held responsible for failure to achieve non-trade 

objectives nor blamed for policy shortcomings elsewhere. But the WTO 
membership should acknowledge that its agreements have implications for 
other policy areas. Efforts to achieve international standards on labour and 
environmental protection should be pursued by national governments in 
other fora.   

Role of NGOs in multilateral trading framework 
182. We welcome NGO contributions to a broader debate on trade policy and 

their assistance in capacity-building in developing countries. 
183. We are not convinced by the arguments of those NGOs who try to call in 

question the benefits which globalisation and trade liberalisation offer to 
developing countries. 
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184. NGOs should be transparent about their aims and accountable for their 
actions when advising developing countries on trade policy. 

Reform of the WTO 
185. We therefore recommend that: 

(iii) in the short-term, the WTO should focus on procedural 
improvements which would make it easier for substantive 
agreements to be reached, notably better preparation and 
organisation of ministerial meetings; 

(iv) other, more major reforms of the WTO, relating to the 
Secretariat and Director-General, should be addressed only 
after the successful conclusion of the Doha Round. 
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Development Institute ** 
Mr Michael Paske, National Farmers’ Union * 
Mr Jonathan Peel, Food and Drink Federation * 
Ms Ruth Rawling, Cargill plc * 
Mr José Manuel Silva Rodriguez, European Commission * 
Professor Jim Rollo, University of Sussex ** 
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Dr Razeen Sally, London School of Economics * 
Mr Ronald Stewart-Brown, Trade Policy Research Centre 
Mr Peter Sutherland, Goldman Sachs International, BP and WTO Consultative 
Board * 
Ms Rachel Thompson, APCO Worldwide Inc * 
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Professor L. Alan Winters, University of Sussex * 
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for inspection at the House of Lords Record Office (020 7219 5314). 



 THE WORLD TRADE ORGANIZATION: THE ROLE OF THE EU POST-CANCÚN 47 

APPENDIX 3: CALL FOR EVIDENCE 

The Sub-Committee, under the chairmanship of Lord Radice, has decided to 
conduct an inquiry to examine what role the EU should play in the World Trade 
Organization (WTO) following the recent failure of the WTO Ministerial meeting 
at Cancún. The dual focus of the inquiry will be to seek answers to two broad 
questions: 

(1) What steps should the EU take to push for a successful conclusion to the 
Doha Development Round of WTO negotiations? 

(2) How should the structure and procedures of the WTO be reformed after 
the conclusion of the Doha Development Round? 

The Sub-Committee would welcome written comments on these two issues and 
would be particularly interested to receive answers to the following more specific 
questions: 

Formulation and co-ordination of the EU’s trade policy 

What impact did the EU’s negotiating stance have on the outcome of the 
Ministerial meeting at Cancún? What was the significance of the fact that the EU 
negotiating mandate had not been redrawn following the failed Ministerial meeting 
in Seattle? 
Should the process by which the EU formulates and co-ordinates its trade policy 
be reviewed? If so, how might this process be improved? 
Should the European Commission’s trade negotiators be subject to greater or 
lesser Member State control than at present in the way they implement trade 
policy? 
How do the EU’s trade objectives impact on the Union’s other external activities, 
and is there a need for greater co-ordination between these objectives? If so, how 
might this be achieved? Does the ‘everything but arms’ agreement provide a model 
for progress in this area? 

The scope of negotiations in the Doha Development Round 

• Has the WTO agenda become too big? Should the EU press for the scope of 
WTO negotiations to be limited to addressing direct barriers to trade in 
goods, services and agriculture, as opposed to changes in the way countries 
regulate economic activity? Can these two categories be effectively 
separated? 

• What should the EU propose that a revised agenda should contain in order 
to seek a successful conclusion to the Doha Development Round? How far 
should the EU continue to press for negotiations on the Singapore issues as 
part of the Doha Development Agenda? 

• What further moves should the EU make to ensure that progress is made in 
the Doha Development Round? 

The structure and procedures of the WTO 

• In what ways do the structure and procedures of the WTO help or hinder 
the progress of negotiations? 

• Are there desirable changes in WTO procedures which could be made 
quickly without distracting negotiators from the Doha Development 
Agenda? 
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• Should the Director-General and the WTO secretariat be given greater 
power? If so, what powers should they be given? What would be the 
consequence of such a change? 

• Should there be more frequent meetings of Trade Ministers in the WTO? 
How should they be structured? Should Ministers give more flexible 
instructions to their Ambassadors in Geneva? 

• Is there scope for meetings of Ministers or Ambassadors who would speak 
for a group of countries including their own, selected either on a 
geographical basis or according to the countries’ level of development? 

• To what extent are small or developing countries excluded from 
negotiations due to capacity constraints? How can countries with few trade 
policy experts or which are unrepresented in Geneva take effective care of 
their interests in the WTO? Have improvements taken place as a result of 
aid programmes aimed at capacity building? If so, what has improved and 
should more be done? 

Regional and bilateral agreements 

• In the light of Cancún, how should the EU strike the balance between 
multilateral negotiations in the WTO and the resources it devotes to 
regional and bilateral agreements? 

• The future of EU trade policy 

• Should EU trade policy be subject to greater public openness and 
accountability? What should be the role of the European Parliament, and of 
non-Governmental organisations? 

• Should the current Inter-Governmental Conference seek changes to EU 
Treaty rules on trade policy, for example extending majority voting to all 
aspects of trade? 
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APPENDIX 4: GLOSSARY OF ACRONYMS AND TECHNICAL TERMS 

ACP African, Caribbean and Pacific 
African, Caribbean and Pacific 
Countries. Seventy nine countries with 
preferential access to EU markets under 
the Cotonou Agreement. 

Amber Box Domestic agricultural support measures  
Income support and production 
subsidies which distort production and 
trade (with a few exceptions) fall into 
the amber box. These are subject to 
reduction commitments. 

AU The African Union 
The African Union is an inter-
governmental organisation which aims 
to promote the socio-economic 
development of the African continent. 

Bilateral or regional agreement An agreement between countries or 
groups of countries negotiated outside 
the WTO framework. 

Blue Box Domestic agricultural support measures 
Blue Box measures are regarded as 
exceptions to the rule that all subsidies 
linked to production must be reduced 
or kept within defined minimal levels. 
Covers payments directly linked to land 
size or livestock as long as the activity 
supported limits production. 

CAP The CAP is the EU’s system of 
domestic support, export subsidies and 
tariffs which was designed to support 
and protect European agriculture. 

DDA Doha Development Agenda 
The Doha Development Agenda, 
widely known as the Doha Round, was 
launched at the fourth Ministerial 
Meeting in Doha in November 2001. 
The Doha Declaration promised to 
place the needs and interests of 
developing countries at the heart of the 
WTO work programme. This was in 
response to widespread agreement that 
it was time to address the imbalances of 
previous Rounds, and to offer the 
prospect of trade talks which developing 
countries could clearly see were to their 
benefit. 
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DSU Dispute Settlement Understanding 
Rules which govern trade dispute 
settlement under the WTO. 

Everything But Arms Agreement The name given by the EU to the 
package it offered to the Least 
Developed Countries in 2001. From 
2002, it eliminated tariffs and quotas on 
all of their exports - except arms, sugar, 
rice and bananas. 

G6 US, Japan, Germany, United Kingdom, 
France and Italy. 

G20 The G20 Group of Countries 
Argentina, Bolivia, Brazil, China, Cuba, 
Ecuador, Egypt, India, Indonesia, 
Mexico, Nigeria, Pakistan, Paraguay, 
Philippines, South Africa, Thailand, 
Venezuela, Zimbabwe. 
Prior to and during the Cancún meeting 
Columbia, Costa Rica, El Salvador, 
Guatemala and Peru were also 
members, but withdrew after the 
Central American Free Trade 
Agreement negotiations with the United 
States. 

G90 The G90 Group of Countries 
A grouping consisting of the African 
Caribbean and Pacific Countries 
(ACP), the Least Developed Countries 
(LDCs), and the African Union (AU) 
countries. Sixty of the ninety one 
countries are WTO members. 

GATT General Agreement on Tariffs and 
Trade 
A multilateral forum for trade 
discussion and negotiation aimed at 
encouraging trade among its members 
through the reduction of trade barriers. 
It led to a series of trade agreements, 
the first of which was in 1947. The 
Uruguay Round, completed in 1994, 
created the World Trade Organization 
which superseded the GATT in 1995. 

General Agreement on Trade in 
Services (GATS) 

WTO agreement concluded at the end 
of the Uruguay Round. It provides a 
legal framework for trade in services and 
the negotiated, progressive liberalization 
of restrictions that impede this. It covers 
areas such as transport, distribution, 
communications, financial and 
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professional services, energy and water 
services and the movement of persons. 

GPA Government Procurement Agreement. 
This is a plurilateral agreement among a 
group of WTO members, mostly 
developed countries, which establishes 
rules for Government procurement. 

Green Box Domestic agricultural support measures 
Green Box measures are expected to 
cause little or no trade distortion. There 
are no reductions required by the WTO 
and measures include payments such as 
environmental or regional assistance 
schemes that do not stimulate 
production. 

LDCs Least Developed Countries 
Forty nine countries that have been 
identified by the UN and recognised by 
the WTO as ‘least developed’ in terms 
of their low GDP per capita, and their 
high degree of economic vulnerability. 

Modalities A WTO term for an agreed framework 
upon which trade negotiations can be 
based. 

Multilateral agreement An agreement which exists between all 
WTO member countries. 

Plurilateral agreement An agreement among a subset of WTO 
members negotiated within the general 
framework of the WTO. 

Preferential access Granting by developed (and some 
developing) countries of access to 
developing countries on terms more 
favourable than the Most-Favoured 
Nation terms agreed in the WTO. It is 
allowed under Special and Differential 
Treatment. 

Single Undertaking WTO trade negotiation rounds depend 
on reaching an agreement of all 
members to all items on the agenda – 
this is referred to as the Single 
Undertaking. 

SDT Special and Differential Treatment 
The principle in the WTO that 
developing countries be accorded 
special privileges, either exempting 
them from some WTO rules or granting 
them preferential treatment in the 
application of WTO rules. It specifically 
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allows developed countries to offer 
preferential access as an exemption 
from the Most Favoured Nation 
principle. 

Tariff A tariff is a tax on imported goods. It is 
levied at the point of entry and paid to 
the Government of the importing 
country. 

Uruguay Round The last round under the GATT, which 
was launched at a Ministerial meeting in 
Uruguay in 1986 and was completed in 
1994 after nearly eight years of 
negotiations. Included agreements on 
agriculture, intellectual property rights 
and services for the first time, in 
addition to agreements in traditional 
trade areas such as industrial tariffs and 
textiles and clothing. Its conclusion led 
to the creation of the World Trade 
Organization. 

World Trade Organization World Trade Organization (WTO)  
The WTO exists to promote and 
regulate the free flow of trade. 
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