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TUESDAY 3 FEBRUARY 2004 

________________ 

Present 

Blackwell, L 
Cobbold, L 
Hannay of Chiswick, L 
Jones, L 
Jordan, L 
Marlesford, L 
Radice, L (Chairman) 
Taverne, L 
________________ 

Examination of Witnesses 
 

Witnesses: Mr John Cridland, Deputy Director-General, Mr Gary Campkin, Head of 

International Group, CBI, and Mr Alistair Abercrombie, Director of Trade Policy, 

International Financial Services, London, examined. 

Q106  Chairman: Welcome.  We know who you are and you do not want to make a 

statement, so can I kick off by asking you whether you have made any estimates of gains 

that are likely to be made from a successful round for your members? 

Mr Cridland: We are supportive of the views produced by Her Majesty’s Government and by 

the WTO.  They ring true for us:  figures of a 150 billion added to developing countries’ 

incomes and 300 million people lifted out of poverty by 2015, if we have a successful round.  

In relation to the impact on the United Kingdom, we have seen and are broadly supportive of 

assessments that suggest that if trade protection was halved, then the effects on household 

income in the United Kingdom could be of the order of £500 per annum.  Those are the 

figures that are generally used in discussion with our member companies. 

Q107  Chairman: These are figures that you support. 

Mr Cridland: Yes. 
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Q108  Chairman: What about financial services? 

Mr Abercrombie: In financial services, my Lord Chairman, it is very difficult to measure the 

effects.  Much would depend on the nature of the concessions made by our trading partners. 

But in services as a whole, various studies have been done since the end of the Uruguay 

Round.  These tend to suggest that the benefits of full liberalisation in all areas of trade could 

be somewhere between $250-500 billion per annum, and that services would derive benefits 

to about half of that level. 

Q109  Lord Hannay of Chiswick: Have you done any calculations as to the benefits your 

members have had from the Uruguay Round and its implementation, rather than looking to 

the future and the past, which would lead to some liberalisation of the services sector?  

How does that look to you? 

Mr Abercrombie: In the Uruguay Round, services was included on the negotiating agenda for 

the first time.  There was a certain degree of true liberalisation in financial services when 

extended negotiations in that area were completed in 1997, but the great majority of countries, 

when they made their commitments, decided to set them at the level of what we know as the 

status quo, a standstill type of approach.  That has been valuable in that these countries have 

said that where there is discrimination in the market, they will not increase the level of that 

discrimination.  Where there is no discrimination they will not introduce discrimination in the 

future.  But our members’ interest from hereon is to secure true liberalisation, rolling back 

barriers to trade and services rather than a standstill agreement that we have at the moment. 

Q110  Lord Taverne: Coming back to the calculated benefits for the UK, I do not know 

whether you have done your own calculations or whether you just rely on government 

figures, but do you have a separate breakdown of that figure.  Of £500 per household, how 
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much of that would be due to liberalisation of agriculture and how much would be due to 

liberalisation generally? 

Mr Cridland: I do not think we do. 

Mr Campkin: We do not. 

Q111  Lord Jones: We read this month of more capacity going into the UK economy to 

industries and we have here a formal question: what is the likely effect of a successful 

round on UK jobs and economic growth?  Are you able to talk around those two areas? 

Mr Campkin: Greater prosperity means more opportunity for British companies, and trade 

liberalisation of course will mean more trade for British exporters and for those companies 

that are importers as well.  Companies will become more competitive.  We believe that if you 

look at the UK, which is after all the sixth largest trading nation and the second largest 

exporter of services in the world, plus a major global investor, trade liberalisation and 

economic growth will bring jobs benefits to the UK.  We are not in a position to put a figure 

on it because it is speculation, but nonetheless the principle is there. 

Q112  Lord Jones: It will bring jobs to the UK.  You are not having any anxiety about 

jobs leaving the UK in terms of our meeting today. 

Mr Campkin: We are not talking about re-slicing up the cake; we are talking about growing 

the cake.  The key to this is the benefit it brings to all WTO members, whether developed 

countries like the UK or developing countries. 

Q113  Lord Blackwell: I am particularly interested in the services component of this.  I 

would be interested to hear from both organisations whether there is a difference in 

perspective here between the UK and other European countries, whether service is seen as 

more important for the UK economy than it is; and, conversely, whether the benefit of 
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manufactured imports is seen as more important in the UK than the rest of Europe, and 

therefore whether we have a common set of priorities around service liberalisation. 

Mr Abercrombie: It does vary from Member State to Member State.  The UK services 

economy is particularly strong across many sectors.  The French and the Germans are equally 

strong.  Other Member States perhaps are more interested in specific sectors such as shipping 

– the Greeks and the Danes, for example.  It is largely the case throughout the EU that the 

Commission and the Member States follow a liberalising approach.  There is not really a great 

deal of difference within the EU, but there are some differences when it comes to sectors such 

as audio-visual services.  Certain Member States regard trade in audio-visual services as a 

cultural matter rather than an area to be liberalised under the WTO.  Generally, the EU 

manages to speak as one, with few differences. 

Q114  Lord Cobbold: Do you have a working relationship with your opposite numbers 

throughout the EU and the UK to try to follow a common approach and jointly work with 

the establishment of the WTO in Geneva? 

Mr Cridland: Yes, we do, very actively.  We are members of the European employers’ 

federation, UNICE, which is the principal interlocutor with European institutions.  UNICE 

also cohabits with the European Services Forum, which pulls together the services message at 

European level to complement that broader message.  A number of our sister federations, like 

us, are very active in working with their national governments.  So there was a big 

representation of both UNICE and CBI at Cancún.  The Director-General, Digby Jones, was a 

member of the UK national delegation. 

Q115  Lord Marlesford: Can I focus particularly on financial services.  Would you agree 

that for many countries like China, first of all, Russia, and indeed the whole of the former 

Soviet Union and other countries, the development of better transparency, greater 
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accountability and greater integrity in financial services is crucial to their development in 

globalisation and their growth therefore?  This seems to be an area in which they are fairly 

receptive to outside help.  Would you like to talk a little bit about Britain’s comparative 

advantage in providing this, in comparison with other EU countries and then the United 

States? 

Mr Abercrombie: It is certainly the case that countries such as those you mentioned are 

opening up further to foreign firms.  A very important aspect of financial services trade is the 

regulatory side.  Those countries are actively seeking assistance from us, as well as the likes 

of the Americans, in developing a better regulatory structure.  We are very keen on that 

because our members believe that they are much better equipped to do business in a foreign 

market when there is a good regulatory structure in place.  For example, the Financial 

Services Authority is being closely studied by a number of countries as to whether it is the 

type of regulatory/supervisory model that they might look at themselves.  One major 

difference between ourselves and the Americans, of course, is that largely in financial services 

the US regulation is at the state level, and the likes of China and Russia perhaps do not want 

to follow that type of model.  So there is an obvious direct comparison for them with the UK.  

In terms of other EU Member States, I cannot say that I am terribly well aware of countries 

other than French insurance companies having a presence in China, so I think we are in the 

vanguard. 

Q116  Lord Marlesford: I was thinking particularly of banking, where China has big 

problems and particularly of accountancy in terms of companies.  Would you say that the 

sort of British standards are more likely to appeal than other EU members or perhaps the 

general Anglo-Saxon approach to any problem?  Does that give us a comparative 

advantage? 

Mr Abercrombie: Exactly.  I could not summarise it better than that. 
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Q117  Lord Hannay of Chiswick: On the Singapore issues, it seems to be more or less 

agreed now that there are not going to be negotiations about competition and investment, 

and that there may be negotiations about the other Singapore items.  Would you like to 

comment firstly on whether this upsets you and your members very much; and, secondly, 

whether it does or does not controvert the overall interest of the UK in a successful round, 

even shorn of these Singapore accretions?  The second question relates to developing 

countries.  There clearly is, I would argue justifiably, a perception by developing countries 

that they have not really done terribly well in practice out of previous rounds – Tokyo, 

Uruguay, et cetera, and that although they receive paper promises, they have not actually 

materialised into much trade.  Do you think that there is some scope for countering that by 

practical measures that could be taken to show the developing countries that developed 

countries are prepared to decide that they should get benefits.  Are there some up-front 

things that could be done to convince them of that, because it does seem to me that a key to 

getting to a successful conclusion in this round is convincing developing countries that this 

is not a dastardly plot to increase trade amongst each other while leaving them out in the 

cold?  This requires something more practical than it has had in the past. 

Mr Cridland: My Lord, Chairman, let me begin my answer on the first point.  Business needs 

a successful Doha round.  The CBI was on the record in advance of Cancún, arguing for the 

unbundling of the Singapore issues.  We believe that the European Commission left this too 

late, and that that was a tactical mistake – an understandable one, but a tactical mistake.  From 

our point of view, there is much more to be gained by a successful round than hanging on to 

the principle of all Singapore issues being tackled.  We are hopeful, as I am sure you have 

heard from other witnesses, that trade facilitation is relatively uncontroversial and it can bring 

significant gains.  It may be possible to make some progress on procurement.  Investment I 

think is beyond us; that is not to say the issue is dead.  It may run in parallel and it may be 
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possible to get some talks started.  However, it should not get in the way of making a major 

step forward on the core issues, which for us are the agricultural issue, general reductions in 

tariff and non-tariff barriers, and concluding an agreement on services.  In the CBI we were 

always opposed to competition being dealt with in the Doha Round.  We think that 

competition is a particularly difficult and technical issue, and was always unlikely to play 

well within the Doha context; so we are not too worried that that has gone off the agenda.  In 

relation to your point on what needs to be done to give the developing countries reason and 

appetite for playing a full part in Doha, the CBI would absolutely agree with you.  The 

politics of the WTO have changed and changed fundamentally.  We are not going to have 

another Uruguay round style settlement.  It is for the developed countries to embrace that.  I 

think Her Majesty’s Government has made it clear on a number of occasions in bilateral 

discussions with developing countries and in core statements of government policy on the 

Doha Round that this has to be a round where there are win/wins for all WTO member states.  

We have been very supportive in the CBI of the work that Her Majesty’s Government has 

done on capacity-building, which is one small example of something practical to help 

developing countries play a full role in ministerial meetings and on trade policy generally.  

Gary may have some ideas of practical areas where we can help developing countries get an 

outcome. 

Mr Campkin: John made a key point on capacity-building.  It was very clear on the ground in 

Cancún that the efforts that the British Government and others have been making to help 

particularly smaller countries, the developing nations, understand more effectively what trade 

policy means to them is beginning to pay off.  British business has always been a great 

supporter of capacity-building.  We think it right that in an organisation like the WTO all 

members should be able to contribute, to participate in and understand what trade 

liberalisation is all about.  One thing I would say, which is a very important point, is that we 
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should recognise that we are using terminology like “developing countries” but the reality is 

that there is a very broad range of developing countries.  At the top end you have India and 

Brazil, right the way down to some of the poor states of Africa.  Special and differential 

treatment, we believe, is an important element of the Doha Round generally.  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.  There is a big educational and capacity-building component, but a recognition 

also that the special and differential treatment aspect needs to be kept in the forefront of our 

minds when we look at these issues. 

Q118  Lord Jordan: I would like to follow up on the Singapore issues.  Is not progress 

without the Singapore issues really a licence to trade corruptly, and that if that is obtained 

the people who get that advantage are not going to give it up in the future?  My main point 

is that I see in your introduction to the ten-point plan that you re-stated your belief in the 

multi-trade system and its effectiveness in a motherhood and apple way; but in terms of the 

CBI’s energies, how much is spent on pushing for advances in the multi-trade system, as 

against pushing for bilateral trade? 

Mr Cridland: Let me take your second and main point, and Gary can come back on the effect 

of the Singapore Round.  Following the disappointment of Cancún, we clearly debated with 

our member companies, as has the whole of the European Union, the balance between 

multilateralism and bilateral negotiations.  We do feel that there is more to be gained than lost 

by maintaining the principal commitment to the principle of multilateralism, getting Cancún 

behind us, and the Doha Round back on track; and that it would be superficially attractive to 

pursue bilateral negotiations, but ultimately to the detriment of both our own population and, 
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more importantly, of developing countries.  That is not to say that WTO is the only game in 

town.  Clearly, at our own national conference in Birmingham last November we had the 

Chancellor of the Exchequer and the US Treasury Secretary, Mr Snow, announcing a Ceccini 

style report to be done by the OECD on European/US free trade potential.  The CBI does a lot 

of international market visits.  Digby Jones will be visiting Brazil shortly, which is essentially 

a trade policy mission, where we will be doing everything we can to strengthen the 

opportunities for a Latin American/European dialogue.  Our starting point has to be that 

despite the disappointment of Cancún, and despite the lessons from Cancún, the multilateral 

approach is the one we favour. 

Mr Campkin: To pick up on your point about the Singapore issues, to some extent there is a 

large grain of truth in what you have said.  If you look at trade facilitation, one of the things 

that is a benefit is that it begins to release funds from customs procedures.  It also makes those 

procedures more open and transparent.  That is a gain, obviously, for business; there is also a 

gain for developing countries.  It puts them on a clear and open footing.  It will allow for less 

corrupt practices at the borders.  It is one of the reasons why we believe the trade facilitation 

part of the Singapore issues is important.  Our contacts with delegations in Geneva suggest 

that it is perfectly possible to have an agreement on trade facilitation as part of the single 

undertaking of the DDA.  On transparency in government procurement, there is a case for 

saying that this is a sensible area in which we can all make progress.  Is it in the same league 

as trade facilitation?  It probably is not quite.  Is it do-able?  Yes.  We need to recognise, 

however, that WTO is an inter-governmental organisation.  It requires governments, now 148 

of them, to agree.  It moves by consensus.  So we need to find a package and a rationale 

which brings together these issues in a way that allows all countries to sign up under a single 

undertaking.  On the trade facilitation point, the comments that you made are valid. 
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Q119  Chairman: If you were asked to give a view about why Cancún failed, and what 

now needs to be done – the main points – and I am very grateful for your ten-point plan – 

what would be your answer to those two questions? 

Mr Cridland: Cancún was a complex set of political dynamics, but the main factors are now 

well known and our view would be very similar to that of other commentators, and we were 

there so we lived it.  There was insufficient emphasis given to the new dynamics of the 

developing countries; the fact that their need to be seen to have reason to reach agreement was 

not sufficiently taken on board by developed countries; there was a series of very significant 

handling issues, particularly in the chairmanship of the talks, which brought them to a 

premature conclusion, at a point when there was still a great deal of potential to take matters 

forward.  The combination of those two was what was deadly, because people kept cards in 

their back pockets, which in other circumstances would be played later in the negotiations; 

but because of those two factors they needed to be played earlier.  I have already mentioned 

our view that given the likelihood of that happening, the first factor on the developing 

countries’ agenda was more predictable than the attitude of the Chairman; but it would have 

been sensible to have signalled a commitment to unbundling and further negotiations on 

agriculture slightly earlier in the process.  I do appreciate, however, that it is very easy for 

those of us who do not have the direct responsibility of handling those negotiations, even 

though the CBI was present as part of the UK national delegation, to make those points, but I 

think those points are nonetheless valid.  In terms of taking it forward, I am afraid that I fall 

back on the fairly techie points that I make in our plan.  These things are as much handling 

issues as anything else.  Within the European Union I think it will be important that there is 

even closer co-ordination between the Commission, with prime responsibility to speak for 

Europe, and Member States.  It is our considered view that there is at the moment insufficient 

integration of approach, particularly in the 133 Committee.  We have seen some Member 
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States giving clear signals of the need to move, and the Commission for their own good 

reasons have taken a slightly slower approach.  We have seen that since Cancún as well.  

Therefore, we believe that in going forward there is a need for Member States to be fully 

involved in the determination of strategy and exchange of information with other regional 

blocs, and fully involved in the decision as to when to play particular cards and negotiations. 

Q120  Lord Cobbold: Following on from that, do you think that WTO has a higher profile 

in the international structure?  Do you think it could be strengthened and therefore be more 

effective as an organisation? 

Mr Cridland: I think the profile of the WTO is very high.  Within civil society, NGOs - and 

clearly we as part of the business community are one - are playing a full and active role in the 

WTO’s activities.  Within the WTO itself, some of the answers are a little bit techie as well; 

they are handling matters.  After Cancún, there has been a degree of internal management to 

be re-engineered – the role of the Director-General, the role of the Director-General as 

facilitator, the question of how the various committee chairs are appointed and briefed.  I 

think there is a review process underway of an expert panel looking throughout the year at 

how WTO processes can be enhanced.  That said, I want to put in the same health warning: it 

is very easy for those of us who are third parties to look at the process and appear critical of it.  

As Gary said, we are talking about an organisation with 148 members.  I cannot see any 

alternative to working by consensus.  One of the key dynamics of Cancún was the emergence 

of new and different groupings, like the G20 group, which changed during Cancún itself.  

These are new and uncharted waters.  I do not think it is surprising that the WTO, as an 

institution, and member governments of the WTO, are finding this process difficult. 

Q121  Lord Blackwell: As I understand it, a lot of the barriers to trading services are fairly 

legalistic or regulatory issues, which vary country by country, and therefore you can 
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imagine it needs pretty detailed negotiation in each individual case.  You also reference the 

movement of people.  It has been pretty hard for the European Union to get itself organised 

to allow trade in services.  Is the nature of the WTO conducive to having that kind of 

discussion, as opposed to those that deal with broad-brush tariff reductions?  Is there some 

way the WTO could be better formed to deal with it? 

Mr Abercrombie: From personal experience, having been a services negotiator during the 

Uruguay Round, the system for services works quite well.  It is laborious, in that, as you say, 

the nature of the barriers to trade, the restrictions, varies country by country.  The UK is one 

of the most liberal.  That entails a process whereby the European Union negotiators have to 

undertake many bilateral meetings with their trading partners in Geneva, first of all to try to 

understand the nature of a particular restriction and then to attempt to negotiate away the 

restriction.  The services negotiations are further complicated by the range of sectors that are 

covered.  IFSL’s membership is limited to financial services, legal, accountancy, shipping and 

consultancy, but obviously there are a great deal of service centres which have to be 

negotiated – telecoms, distribution services, et cetera.  It is a laborious process but by the end 

of the negotiating round the EU gets itself in a situation where it has negotiated a package and 

at the end of negotiations the EU Council decides whether the services package as a whole is 

worth having.  It is a complicate area.  The nature of the services negotiations is such that it 

takes a great deal of time to ratchet up the level of concessions that countries are prepared to 

make.  That is why we, on the services side, are concerned that sufficient time is available to 

do that.  If, at the end of 2004, it is still a realistic target for these negotiations, then we are 

very anxious that true negotiations in services get underway as soon as possible. 

Q122  Lord Jones: Mr Cridland, your last set of remarks I found very helpful.  It was the 

insider’s point of view – expertise.  It crossed my mind that I hope you have the 
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opportunities to make these remarks not only to this Committee but to our own ministers.  

Do you have access to give your views? 

Mr Cridland: Thank you, my Lord, for those comments.  We have excellent access to the UK 

Government.  The fact that they invited the CBI along as part of the UK delegation is a signal 

that they find our input helpful.  Our view of the way in which ministers conducted 

themselves in the run-up to Cancún and in Cancún is that the business community found the 

help, support and leadership very helpful. 

Q123  Lord Jones: Does the other side of industry have the same opportunity, from your 

experience? 

Mr Cridland: Yes.  What is very interesting is that at Cancún, representatives of the business 

community from the UK and representatives of the trade union community from the UK 

worked to a very similar agenda.  I am not aware of any points on which we had a difference. 

Q124  Lord Marlesford: I would like to ask you a little bit about the grass roots of your 

organisation.  Your masthead says, “CBI the Voice of Business”.  How much awareness 

and how much interest and support do you really feel there is for the Doha Round amongst 

your members?  Since we started this inquiry, I have been doing a little bit of totally invalid 

and not representative inquiry, talking to business people.  I find it astonishing, the lack of 

knowledge, awareness or even interest.  The most culminating thing is that I said to 

somebody, “what do you think of Cancún?” and the reply was, “is she one of the celebrities 

in Australia?”  To what extent do you think that business people are really aware of the 

whole WTO Doha Round? 

Mr Cridland: I would echo your comments.  It is a fact that the companies from which CBI – 

and I am sure it is true of IFSL – draw technical expertise from are the major companies, the 

sophisticated companies that have resources at corporate level so that they can shadow some 
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of these fascinating and seemingly esoteric international developments.  It is not the case that 

at the grass roots of the membership there would be any similar level of comprehension.  That 

said, we work hard to counterbalance that.  The key grass roots democratic mandate of the 

CBI comes from the 600 managing directors and equivalent status employers that sit on our 

12 elected regional councils of the UK.  Those bodies are essentially our parliament, and we 

are currently in January and February taking a paper on these issues to every one of those 

councils to seek to raise the profile of the very important issues that we are addressing here.  

That said, my Lord, when an issue comes up where a small business in the West Midlands or 

a cashmere manufacturer in Scotland, suddenly gets caught up in a trade dispute by accident – 

a bilateral dispute, for example in steel - and suddenly a pen manufacturer or a cashmere 

sweater manufacturer finds himself on the wrong list, it suddenly becomes a real business 

factor.  It can be about output, exports, or it can be about jobs or even about survival.  I think 

business recognises, even though it would not be familiar with all of the nomenclature and the 

political processes, how much British business has to lose, whether it is manufacturing, 

services, small or large, on trade disputes; how easy it is for an exporting nation to get caught 

up in tit-for-tat retaliatory battles; and how far overseas investment depends on resolving 

disputes without recourse to sanctions.  Business would support the fundamental concepts of a 

free-trade system and the need for liberalisation.  We are strongly opposed, with strong grass-

roots support for that proposition, to any return to protectionism.  One of the biggest issues for 

the CBI grass roots in the last year has been a trend in some parts of the international 

community, particularly the United States, towards protectionism.  It is not infrequent, when 

Digby Jones and I are having dinner with some of our smaller members in some remote part 

of the United Kingdom, that the WTO will come up.  They will want to know what the CBI is 

doing about protectionism gaining hold in other parts of the international community. 
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Q125  Chairman: Do you think that we ought to be making further agricultural 

concessions to try to get some dynamism into the Round?  Do you think that that is a good 

idea and are you advising it? 

Mr Cridland: I think it is unlikely we will have a successful Round without an agricultural 

agreement.  Clearly, the CBI represents farmers as well as manufacturing and services 

companies, and we tread carefully to make sure we take all of our business members with us.  

There is a question about when and how further concessions should be made, particularly in 

the area of agricultural market access.  I think we are going to need more on the table. 

Chairman:  Thank you.  That is very helpful. 
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Witnesses: Mr George Gelber, Head of Public Policy, CAFOD, Mr Michael Bailey, Senior 

Policy Advisor on Trade and Investment, OXFAM, and Dr Claire Melamed, Trade Policy 

Manager, Christian Aid, examined. 

Q126  Chairman: Welcome.  We are sorry for keeping you waiting.  Would you quickly 

introduce yourselves? 

Mr Gelber: I am George Gelber, Head of Public Policy at CAFOD. 

Dr Melamed: I am Claire Melamed, and I am Head of Trade Policy at Christian Aid. 

Mr Bailey: Michael Bailey from OXFAM’s Policy Department.  I co-ordinate trade and 

investment. 

Q127  Chairman: If I may start with a general question, what do you think one of the 

advantages for developing countries in the Doha Round? 

Mr Bailey: We did a certain amount of preparation between us beforehand, so we don’t all 

speak at the same time.  On behalf of Christian Aid, OXFAM and CAFOD, can I say “thank 

you” for this invitation.  We all believe that trade has tremendous potential for helping 

developing countries and reducing poverty.  However, we also believe that the international 

rules of trade at the moment do not favour development, and for this reason we particularly 

welcome your concern to look at the development dimension of European trade policy.  I 

think everybody is agreed that the biggest potential gains for developing countries in the 

WTO round will come in agriculture.  The IMF calculates that developing countries lose 

about $30 billion a year in export earnings because of protectionism in the OECD countries.  

The Common Agricultural Policy probably accounts for about half of those losses.  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 
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through the bilateral or regional deals that the US is particularly keen on pursuing.  This is not 

to say that we are confident that the developing countries will get benefits in the reform of 

agricultural trade; I think the jury is still out on whether the WTO can deliver this.  In our 

view, if the talks are to succeed, the European Union has to make further concessions.  It is 

very disappointing that the Europeans have yet to show real movement on the question of 

export subsidies in agriculture, for example, which many independent observers as well as 

developing countries say are extremely damaging to their interests.  One does get the 

impression that a relatively small number of European farmers are holding the Doha Round to 

ransom.  The second area is potential gains for developing countries in textiles and clothing.  

Again, if I can quote the IMF, developing countries lose about $40 billion a year in export 

earnings because of quotas, tariffs and non-tariff barriers in industrialised countries.  That 

would translate into 27 million jobs in the developing world if countries were allowed to 

export what they are good and competitive at producing.  As I imagine you know, the quota 

system for textiles and clothing is due to be phased out at the end of the year, after much foot-

dragging by the rich countries, including the European Union.  But our concern, and that of 

many developing countries, is that the quota system is going to be replaced by high tariffs or 

other barriers such as the use of anti-dumping measures, which the US is particularly good at.  

Progress was promised in the Doha declaration in giving greater market access for textiles and 

clothing; but at the moment they are pretty stuck.  This issue has been one of the smaller but 

nevertheless significant stumbling blocks in the negotiations, and was one factor, albeit a 

minor one, in the collapse in Cancún. 

Dr Melamed: The only comment I would add to that, because I fully endorse everything 

Michael said, is that while there are very substantial gains to be made by developing countries 

in all the areas that Michael has outlined, the danger that remains for developing countries is 

that they will be required to effectively pay for these gains by making very deep and broad 
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commitments themselves to liberalise their own trading regimes.  While we would certainly 

not defend every protectionist measure in every developing country, a lot of the organisations 

with whom we work across the world have documented again and again the costs that too 

rapid and inappropriate liberalisation can impose on some of the poorest communities in these 

countries.  While absolutely endorsing the potential benefits of trade liberalisation in the 

north, we would sound a very strong note of caution about the possible role of the WTO in 

requiring developing countries to liberalise their own economies too fast and too deeply. 

Mr Gelber: Our attitude to this has been first of all to point out the beam in the eye of the 

north when it comes to agricultural subsidies and protectionism.  But we have not defended 

particular policies on the part of the south, of developing countries.  As Claire said, we have 

asked that countries should not be forced to liberalise; that governments of developing 

countries should retain policy space to implement policies to protect and develop infant 

industries, for example; and this should not be outlawed by WTO rules. 

Q128  Lord Taverne: You have made your position pretty clear, but I want to be 

absolutely sure about it.  Do you take the view that the liberalisation of agricultural trade is 

itself a good thing that ought to be promoted to the maximum extent; and you reject 

arguments by people like Colin Sage that what we really need is local agriculture and this is 

not an area where you want world free trade.  That is my first question, just to be sure.  My 

second question is also clear to us, but you accept that the WTO, whatever its failings, is 

the best forum in which the interests of the developing countries can be promoted. 

Mr Gelber: I think there is only one thing worse than the WTO and that would be no WTO.  

Certainly, in regional negotiations developing countries are even more disadvantaged, since 

there are fewer of them, lined up against – in the case of the United States one strong 

developed country.  The same goes for the ACP/EU negotiations.  With regard to agriculture, 

we are looking for a process in which the most trade-distorting subsidies should be removed.  
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We are acutely aware that small farmers all over the world, including in the European Union, 

are very, very hard-pressed.  We do not want to advocate changes that will make it even more 

difficult for them.  This means in the first place a re-ordering of the Common Agriculture 

Policy, not just abolition.  There is plenty to be done, in terms of getting rid of export 

subsidies, decoupling, supporting rural livelihoods in ways that do not damage the livelihoods 

of farmers in developing countries.  I think you need to nuance the idea of liberalisation of 

agricultural trade before we take about the changes that need to be made. 

Q129  Lord Jordan: I think everyone recognises, particularly the developing countries, 

that they do need time and protections to cope with the massive implications of the free-

trade regime; but should there not also be a demand from them that some of the principles 

of the Singapore issues and things such as core labour standards be accepted in principle, 

and maybe with a time lead-in.  As we have seen, one of the bigger problems in many of 

the developing countries is not that they do not trade, but it goes on corruptly; and the 

benefits do not go to the people of those countries.  Ironically, we have seen in the case of 

China, which has a totalitarian regime, with probably less overt corruption than is seen in 

other parts of the developing world, 100 million people pulled out of poverty because of the 

opening up of trade.  I come back to this point: while the developing needs time and 

protections, should they not also have to take on board some of the longer term benefits 

embraced in the Singapore issues, such as core labour standards? 

Mr Gelber: I think the Singapore issues have to be discussed separately from labour 

standards.  The benefits of the Singapore issues are highly questionable, especially when they 

are put in the framework of WTO disputes settlement procedure.  We are all concerned about 

labour standards.  My organisation, CAFOD, has just published a report on the globalised 

computer industry where labour standards are being eroded because of intense competition.  

While we would like to see some mandatory standards for corporate social responsibility, we 
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do not necessarily think they should best be housed in the World Trade Organization.  

Corruption is, again, probably not best dealt with by imposing the Singapore issues, if the 

Singapore issues would indeed deal with corruption.  Your point about China was that it has 

lifted 100 million people out of poverty through its fundamentally export-led growth.  

Whether this can be repeated around the world is highly questionable.  Referring to our 

research, we found that computer factories in Mexico are very hard pressed by competition 

from China.  Indeed, when we interviewed some workers and asked them about their 

experiences with management, they told us that when they asked for higher standards or 

better pay or whatever, one of the common responses was, “if you do not like it here, we will 

move this entire production line to China”.  China and its impact on world trade needs to be 

discussed separately. 

Mr Bailey: On the question of liberalisation: we recognise that some developing countries 

have tariff barriers and import restrictions which are too high.  In the case of India, say, they 

do protect their own capital goods and intermediate goods industries arguably too much, and 

they pay a development price for that.  On the other hand, consider India as an agricultural 

producer:  it has 300 million people dependent on small-scale agriculture, and if it were to 

liberalise too indiscriminately or too quickly, what happens to those 300 million people, 

especially if they are being asked to compete against some of the highest farm subsidisers in 

the world – the European Union and the United States.  We have to be very careful about the 

benefits of free trade when we are talking about import liberalisation in developing countries.  

They do need a breathing space to industrialise and for their vulnerable farm sectors.  On 

labour standards:  like CAFOD, we share concerns about the lack of benefits reaching down 

to the workforce in export sectors.  We will be launching a campaign precisely on that 

subject.  There is obviously a huge responsibility on developing country governments to 

ensure that minimum standards are respected.  Our anxiety about putting labour standards into 
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WTO agreements is that there is the opportunity for protectionist abuse by industrialised 

countries.  It is also doubtful whether trade sanctions are the best way to help workers get 

their rights because sanctions do have an economic cost and they cost jobs.  Sanctions hurt 

workers as well as putting pressure on governments.  Generally, the distributional issues are 

crucial.  None of us are saying that exporting automatically brings benefits in poverty 

reduction.  Developing country governments, particularly in some of the more unequal ones 

like Brazil, have a great deal to do to ensure the benefits reach ordinary people. 

Q130  Lord Hannay of Chiswick: Can I ask you about what figures you have for the 

denial of benefit by barriers between one lot of developing countries and another lot of 

developing countries.  You gave us the figures for the amount of developing countries that 

would benefit from removal of all barriers by the developed countries, but it would be 

interesting to hear how much developing countries would benefit from removal of barriers 

in other developing countries.  It is surely rather an important factor to consider, 

particularly so when you are giving advice to the countries that do not understand 

necessarily the workings of the markets and so on?  Secondly, I notice that you spoke about 

the multilateral route, the global multilateral route, the WTO route, providing more benefits 

than bilateral or regional trading arrangements, a point of view with which I totally agree; 

but is not one of the main problems the fact that the ACP countries, which are rather small 

and many with very weak economies, are not at all interested in multilateral trading 

settlements because they have better access under their regional arrangements with the EU 

than they believe they would get from the WTO, and that they are not particularly 

enthusiastic participants because they are getting better access and they do not want to see 

their margin of preference on the EU market eroded by the EU making concessions to 

others.  To what extent is this something you try to work against?  Finally, can I say that I 

am not terribly convinced by this argument about breathing spaces and infant industries and 
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so on.  It is a view that was fairly widely exploded in the context of a lot of economies 

round the world, and the case of China is certainly an example of somewhere where China 

did nothing but harm to itself by having huge protectionist barriers and maintaining infant 

industries which never grew up.  It is now doing a great deal of good to itself by 

liberalising its trade, and allowing some of those industries at least to go to the wall. 

Mr Bailey: Those are three very big questions!  If I can make a political point, we do hear a 

lot – and I am not saying this because your Lordship is concerned – 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.  That said, we do recognise that there are obstacles to 

south/south trade which should be reduced.  We do point out, though, that developing 

countries are increasingly trading amongst themselves; the barriers are not as great as are 

commonly made out.  If you look at the figures for trade between India, China and Brazil, it is 

growing at fantastic rates.   South/south trade over the last ten years has grown faster than 

international trade, and that is not just true of Asia, it is also true of trade within the Latin 

American/Caribbean region.  With these very high growth rates in south/south trade, clearly 

they are getting something right in terms of their trading policy.  That said, there are some 

barriers which should come down.  Fortunately, some of the developing countries are looking 

at this afresh, and we may see at the UNCTAD XI conference in Brazil in June an initiative to 

re-launch south/south talks, precisely to address the barriers that still exist.  We have to 

remember that 75% of the world economy is in the industrialised countries; so it is a bit rich if 

the industrialised countries say to the poor countries, “trade amongst yourselves in your 25 

per cent but do not come into our markets”. 
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Q131  Lord Hannay of Chiswick: If you did say that, but the other argument is to say that 

if you look at 20/25, 20/50, the ideal world would be one in which a far smaller proportion 

of trade with developing countries was with higher developing countries ----- 

Mr Bailey: Absolutely. 

Q132  Lord Hannay of Chiswick: ---- and a higher proportion was with each other.  That 

is, surely, the direction in which we would be hoping that the international system would be 

moving.  

Mr Bailey: Absolutely. 

Q133  Lord Taverne: Just to follow up your point about this diversionary movement by 

the north, which may be so, it has been stressed as much by Kofi Annan what the enormous 

benefits are; so it is not just the north that is concerned about it.  The UN has been stressing 

it very, very strongly. 

Mr Bailey: Absolutely.  Thirty-five per cent of Brazil’s trade now is with the G20 countries.  

China is now Brazil’s second trading partner.  China/India trade is something like 2 billion 

dollars a year.  There is a lot happening.  We are lobbying quite actively with Brazil, for 

example, and other large developing countries for them to grant quota and duty-free market 

access to the least developed countries.  We think that that is an important initiative.  We also 

support integration efforts, say in South America or southern Africa, which reduce trade 

barriers within regional groupings.  I basically endorse your point, but the point we would 

make is that the developing are not doing badly, or are as protectionist in their trade amongst 

themselves as is often painted.  Preferences is a big, big question and a lot of people are 

giving it very serious thought.  Preferences are not always as great as they may seem on 

paper.  The European Union opened its markets to the least developed countries, for example, 

two or three years ago, with the Everything but Arms initiative, which we all warmly 
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welcomed at the time.  But in that agreement there are some very restrictive conditions on 

what they call rules of origin, which determine when you are allowed to declare a product 

from your country because you have added enough value, and therefore benefit from the tariff 

preferences.  In the case of Bangladesh, for example, which is a least-developed country, 

which exports into the European Union under this scheme, only half of their clothing exports 

come in duty-free because they cannot meet the very rigorous rules of origin.  This costs 

Bangladesh about $2 billion a year.  I mention this in part because the European Union is 

about to revise its preferences scheme, the so-called GSP, for the next 10-year period.  It is 

very important that some of these non-trade barriers like rules of origin are looked at because 

they really matter to countries like Bangladesh.  In general, we believe that the ACP 

preferences cannot be justified in the long term.  As development agencies we think that if 

you are giving trade preferences, they should be on the basis of development criteria, which is 

why we welcomed the Everything but Arms initiative, and why we would like to see the 

European Union extend it to other low-income countries.  But if countries like Mauritius or 

some of the ACP countries are to lose their preferences over time, it is vital that that loss is 

phased very carefully because there is a degree of dependence there, and we have to recognise 

that the abrupt end of preferences would bring enormous hardship to those working in those 

sectors.  At the same time, we very much stress that where countries are losing preferences – 

and this is a trend that is pretty much irreversible – the industrialised countries have a huge 

responsibility to help them with adjustment, with diversification, with increasing value-added 

and so on, whether it is in sugar or textiles or whatever.  In summary, we would say, “yes, let 

us give special benefits and as soon as possible to the poorest developing countries; yes, that 

means keeping some tariff restrictions on imports from countries such as Brazil and more 

competitive exporters; but let us use those tariff barriers to keep preferences and not protect 
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inefficient European producers” which is what we are doing at the moment with sugar – 

which is another controversial subject. 

Dr Melamed: To reply to your question about the political dimension of preferences in the 

WTO, given all that Michael said about the likely direction of the debate and policy-making 

in this area, my sense is that ACP countries are not as disengaged from WTO processes as 

may be implied, but in the recognition that in a sense all these things are going to happen 

whether they like it or not.  They are engaging with the WTO processes to some degree to try 

and ensure they happen in a way which is least damaging to themselves as possible.  

Obviously, they are also engaging with the European Union directly in negotiations on the 

Cotonou and regional agreements and so on, but the existence of preferences and the fear of 

loss of preferences does not translate directly into a lack of interest in the WTO but rather to 

do a particular take on some of those discussions that are happening in the WTO.  To come to 

your third question about industries, this is clearly something that is going to run and run, the 

debate around industry protections and the role of trade liberalisation as development policy 

has been going strong over 50 years and shows no signs of flagging.  Our reading of the 

evidence, clearly, from the points I have already made, are slightly different.  For example, to 

take China, while not denying in any way that China has liberalised, and that that is one of the 

components of its enormous economic success, it is still by no means a liberal economy, and 

does not have a liberal trading machine.  The question is, to which you ascribe greater weight.  

Is the fact that it liberalised a bit from an extremely protectionist regime, to in some areas a 

less protectionist regime a demonstration of the fact that where it has liberalised more it 

would develop faster; or would it simply mean that it is a shift in protectionist policies from 

one type of industry policy which did not work so well, to another kind that did?  The fact that 

China having liberalised is far from liberal leaves that question open.  I would not agree with 

your conclusion that you draw on the basis of that evidence.  Our reading is to back that up by 
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the experience of other countries.  Obviously, the story of the east Asian economies is very 

well-trodden ground.  Again, we would argue there that government intervention in trade 

policy and export promotion played a very strong part.  Sometimes some of the difficulties in 

these debates stem from a confusion between trade and trade liberalisation.  Clearly, all of 

these countries promoted trade very strongly, and export promotion in particular was a key 

part of their success.  The promotion and expansion of trade does not equate to trade 

liberalisation.  Clearly, one can promote trade by increasing the amount that one produces, 

and that can be done through liberalisation or other policy instruments.  Trade has been a key 

part of their economic success, but that does not necessarily translate to trade liberalisation, as 

one of a number of trade policy instruments, being a part of that success. 

Q134  Lord Marlesford: Being the sort of organisations that you are, have you identified 

specific and compelling examples – and understandable examples - where the lives of 

ordinary people in particular countries would be improved if the Doha Round made 

progress and using it as a means of getting some sort of political support for progress in 

Doha? 

Mr Gelber: We would all agree, my Lord, I think that if we could get rid of export subsidies 

in European agriculture, it would have a beneficial impact on world market prices for 

products from developing countries, and these would benefit some farming people in 

developing countries.  All of our agencies have made that point repeatedly, pointing to the 

huge difference in the numbers of farmers between the European Union and developing 

countries:  97 per cent of the world’s farmers are in developing countries; in this country 1 per 

cent of the active population or less is involved in farming; and for the European Union the 

average is something like 4 per cent.  We have tried to make a compelling moral case for this, 

though of course we do recognise that even 1 per cent of the population should have not the 
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right to produce goods which nobody wants and which are too costly but that we should be 

devising ways of assuring livelihoods for them, in so far as this is possible. 

Q135  Lord Marlesford: That is a rather general approach.  I did not mean necessarily just 

agriculture, but you earlier mentioned textiles.  There are very poor countries like 

Bangladesh where you could demonstrate that these people trying to produce these textile 

products would have a much better chance if only Doha would move on and give them a 

market or protect them from whatever. 

Mr Bailey: In OXFAM’s case, we have done a lot of work on the situation of West African 

cotton producers.  There are poor French West African countries that are suffering enormous 

losses because of the slump in world cotton prices.  The major culprit here is the United 

States, with its incredible subsidies to a handful of cotton farmers; but the European Union is 

not free of blame, because we also subsidise cotton heavily in Spain and in Portugal.  We 

have been looking at the human impact of this for about 10 million families, making this the 

litmus test of whether the World Trade Organization is serious about development, because it 

is one of the most glaring injustices.  So we do use these examples.  We will shortly be 

publishing a report on barriers to textiles and clothing exports, focusing precisely on 

Bangladesh and India, and looking at the human development cost of these trade barriers.  

That said, certainly on the question of agricultural dumping, we have probably gone about as 

far as we can in appealing to the altruism or sense of fair play of the public in Europe and 

North America.  Now, we are increasingly moving to appeal to the enlightened self-interest of 

European citizens when it comes to some of these trade reforms.  Put crudely, if every 

European family knew that they spent €1,000 a year on high-priced food and taxes to finance 

the CAP, they might have a different view of the CAP.  We have also calculated that the 

textile and clothing trade barriers cost the average European family €320 a year, which is not 

insignificant.  Poor families in Europe spend more on food and more on clothing than the 
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average family, so there are significant welfare benefits.  Enlightened self-interest is probably 

the better way of getting the public to press for the right kind of policy changes, although 

obviously as development agencies we will still appeal to the sense of justice and what is right 

for development. 

Q136  Lord Blackwell: Without trying here to solve the issue of  infant industries and 

Singapore, when you look at the benefits of developing economies and trade liberalisation, 

how much of it do you think – and how much in the modelling – comes out of the growth 

of what are currently infant industries in those countries?  How much, at least in the near 

term, would come out of the placement of labour-intensive activities in those countries by 

global industries, whether electronic manufacturing plants, or whatever they may be?  Am I 

right in assuming that it is the globalisation of multinational industry that will be the wealth 

creator rather than those industries? 

Mr Gelber: I think one has to nuance that question.  Some industries are clearly labour-

intensive, whereas others are not.  One of the issues with investment is to what extent 

developing country governments can specify the sort of investment that they want.  If you 

take the case of east Africa, the export of fresh horticultural produce and flowers is very 

labour-intensive and has considerable welfare benefits, both for small farmers who are out-

growers, and also on more plantation-like schemes for the workers who pick the produce, 

pack it and so on.  We have questions again about the ability of markets to absorb – to 

replicate these models elsewhere because markets become very quickly saturated.  It is 

fortunate indeed that we have moved on to call centres, but it is quite possible that that market 

will also be saturated very soon.  There is a constant challenge to invent new sources of 

economic activity and new sources of approach which will not always be looking outwards to 

export markets. 
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Dr Melamed: In terms of the relative benefits of foreign investment and domestic investment, 

there is some research from the IMF which indicates from the studies they have done that in 

terms of its impact on poverty, domestic investment pound for pound has a greater impact on 

poverty reduction, or tends to have a greater impact than foreign investment.  While one 

would not therefore say a development strategy should necessarily focus only on domestic 

investment, clearly that is in short supply in lots of countries, but it does give some pointers.  

Again, without being able to lay down prescriptions for every case, perhaps the ideal would 

be some sort of intelligent combination of the two, and a situation where governments were 

able to use the relevant policy instruments to use foreign investment in order to boost and 

complement domestic capital.  Hopefully it is not an either/or situation. 

Q137  Lord Jones: Farming and agriculture have already been mentioned.  You spent 

much of your time trying very hard to assist the most poverty-stricken nations in the world.  

British agriculture is relatively prosperous and efficient, and I wondered if you, in the 

course of your work, ever have consultations with, say, the National Farmers’ Union, the 

lead organisation for British agriculture.  Do you talk to them and do you find that you are 

in agreement on both sides as to how to proceed to assist those poverty-stricken nations? 

Mr Bailey: In OXFAM’s case – and I believe this to be true for the other major development 

agencies, we talk to farmers’ organisations in Europe and elsewhere, where we have affiliates.  

We have met the NFU on a number of occasions.  We also support small farmers’ 

organisations in the UK as part of our UK poverty programme, e.g. in the Peak District. 

Q138  Lord Jones: Or in Wales. 

Mr Bailey: Yes.  We are not specialists on the problems of rural deprivation in the UK, but 

we do a little bit on this.  We do have quite different positions from those of the NFU.  We do 

not argue for the elimination of all subsidies in agriculture.  We do recognise that there is a 
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case for targeted state funding in rural areas for rural development objectives, environmental 

objectives and animal welfare objectives.  But what we see in the current Common 

Agricultural Policy, even after the mid-term review, is still a system which supports intensive 

farming, which is likely to maintain current production levels, and where benefits are very 

unfairly distributed.  Some of you may have seen OXFAM’s report on the distribution of UK 

subsidies.  I am afraid we did point out how many of your fellow peers received six-figure 

sums annually from the Common Agricultural Policy.  The NFU did not accept our figures, 

nor the policy conclusions that we drew from that rather populist distributional analysis.  It is 

a dialogue that we hope to continue.  We are in touch with British Sugar, for example, about 

what should happen to the European sugar regime, which is under review over the next 12-

18 months.  It is not always an easy dialogue.  We do not wish to sacrifice the interests of the 

rural environment and rural society in Europe; but we do want fairness.  We think that a 

win/win is possible for the small farmers in Europe, for the environment and for developing 

countries; although politically it is still difficult to build that coalition. 

Q139  Lord Taverne: On the question of sugar, in your CAFOD paper you single that out 

as of particular importance as well as milk.  Can you expand a little on the benefits 

involved?  Many people would accept that the lion’s share of the sacrifice must come from 

European sugar producers.  There are obvious difficulties in ACP countries.  How 

important is it in the total?  Why is it that sugar and milk have been singled out by you for 

the most important particular reforms, apart from the general ones about access and export 

subsidies?   

Mr Gelber: You yourself mentioned export subsidies.  They are the two products which 

concentrate most of the European Union’s export subsidies.  Export subsidies have come 

down over the years, and one has to recognise that.  In the case of sugar, the type of reforms 

adopted will be very important.  A very simple reform would benefit large industrialised 
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sugar producers in places like Brazil, Australia and South Africa.  We would like to see the 

reforms benefiting producers in the least developed countries.  It is a question of who is going 

to be the sacrificial lamb.  Which type of sugar production is going to be sacrificed, and how 

will a liberalised market function with the remaining preferences?  We think there could be 

big development gains if the right sort of reform would benefit these developed countries.  It 

would be Mozambique, which has got the conditions to be a very big sugar exporter, and that 

is one of the poorest countries in the world.  The export of skimmed milk powder from the 

European Union with export refunds has, as research from various agencies has shown, 

damaged livelihoods of small farmers both producing for their own national markets – and the 

example is of Jamaica where the domestic milk-producing industry has virtually ceased to 

exist – and also it cuts countries that might consider exporting milk or milk powder or 

products, out of third markets, because of its lowering effect on world market prices. 

Q140  Chairman: What about the fact that the developing countries are not a 

homogeneous bloc; they have separate interests; how much of a problem is that? 

Mr Gelber: This comes down to our own identify as development agencies.  Our brief is not 

to help any particular government; it is to try to work to change the context so that it will 

favour poor people in developing countries.  This means that our counterpart agencies might 

have differences of opinions with their own governments.  However, we have to recognise 

that it is only governments that negotiate  in the WTO or trade negotiations in general.  So if 

we are going to influence the outcome of negotiations, we have to direct ourselves firstly, as a 

British agency, to our own government, which will input its voice to the European machinery, 

and also to developing country governments.  CAFOD has worked with a number of 

developing country governments through the South Centre in Geneva, an intergovernmental 

body set up to advise especially poorer developing countries of stances that they might take in 

trade negotiations on the issue of the development box, which was a way of delivering special 
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differential treatment to enable developing countries to protect agriculture in such a way as to 

protect the livelihoods predominantly of small farmers.  That collaboration was not quite 

successful because it was developing country governments that made the running and 

introduced this concept into negotiations at the WTO; and it is still there at the moment. 

Mr Bailey: 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.  The key novelty of the 

creation of the G20 just prior to Cancún is that it brings together developing countries on both 

sides of that divide.  If you look at the position of the G90, which represents all of the smaller 

developing countries including the LDCS, the African Union and on the ACP, their position 

on agriculture is not that far away from the position taken by the G20.  Fortunately, you have 

a much greater degree of unity than we have ever seen before, splitting the Cairns Group 

down the middle.  This is the new political reality of the WTO, that the European Union 

amongst others has just refused to recognise.  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.  The EU and the US went with a mindset, “this is what we are going to offer, 

and this is what we will get away with”; but they found a united position of the developing 

countries.  The EU and US did not adjust or adapt or make more concessions, and things fell 

down.  The developing countries in the G90 for the first time really flexed their muscles by 

holding out on the Singapore issues – again, not something that all developed countries have 

the same view on, but there is a substantial body of opinion saying they do not want these 

negotiations.  Again, the European Union was not listening.  We regret the collapse, but we 

welcome something that was evident in Cancún: the developing countries were saying:  “Yes, 
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we have our differences, but we are only going to get things if we pull together.”  The Doha 

declaration on patents and public health, for example, was won because they all pulled 

together.  That means that individual developing countries may have to compromise and drop 

some of the things that they would like to go for, but by being more flexible about their 

positions, they stand more chance of getting a decent deal in the negotiations.  We are still 

waiting to see how the United States and the European Union, will react to that more 

affirmative and more united position.  It is a reality that they have to accept and respond to. 

Q141  Lord Cobbold: You are reasonably optimistic.  You think the tide is moving in the 

right direction. 

Dr Melamed: The challenge for developing countries now – generally we are fairly 

optimistic – is to use this new strength and coalitions that have formed and are holding, to 

shift from a defensive position where both in Cancún and in Seattle they were able to prevent 

what they did not see as bad impacts, to shift that strength into one of being able to propose 

and actively promote the kinds of outcomes that they want, rather than simply using their 

power to block what they consider to be unacceptable.  We all hope that that is the next phase 

in development of growing developing country strength in the WTO and other international 

fora. 

Q142  Lord Marlesford: I am particularly struck by the example of computers in Mexico.  

What you have said does not convince me at all that trade liberalisation is to the net 

advantage of the poorest countries.  If China is going to be a huge threat to manufacturing 

companies – and the reason that China is so keen on the WTO, and keenness in other parts 

of the world, is that they see these wonderful markets opening up for their countries, with 

specialities in things like services, I wonder whether net to net these very poor countries 

can stand up to trade liberalisation. 
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Mr Gelber: I think that is a very sensible observation.  All of our agencies have wanted to 

preserve policy space for developing countries to take appropriate measures to protect 

themselves and their people against aggressive imports, not only those which may be the 

result of heavy subsidies in the north, but other highly competitive producers.  Clearly, many 

countries now regard China, with its ability to produce huge quantities of very cheap exports, 

as a threat.  The Chinese are aware of this, and if we are talking about very poor countries, if 

we are aiming for development, trade is only a small part of a very long time of all the 

financial and economic equations.  If you take the poor countries in Africa, they will be 

dependent on aid, and there will be possibly further debt cancellation for many years to come.  

We will need to develop, and possibly they would be able to trade policies which focus on 

development but using aid and proceeds of debt cancellation on quite a long timescale.  I 

basically agree with you. 

Q143  Chairman:   Do you want to have the last word? 

Dr Melamed: I am afraid I cannot resist.  I absolutely endorse everything George has said.  I 

would reiterate the point I made earlier.  There is a difference between trade and trade 

liberalisation.  In many countries I would agree with you about the dangers of trade 

liberalisation.  We must caution against throwing the trade baby out with the liberalisation 

bathwater.  While we question the usefulness of trade liberalisation for a number of countries, 

that does not mean that we do not feel that expanding their trade has any place in their 

development strategy. 

Lord Hannay of Chiswick:  I still do not understand why making very poor developing 

countries’ consumers pay more for things they buy in the shops will not benefit ----- 

Chairman:  We are never going to solve this one, with respect. 

Q144  Lord Jones: You are the agency for 40 churches in Britain and Ireland. 
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Dr Melamed: That is right, yes. 

Q145  Lord Jones: They are different denominations within the Christian umbrella. 

Dr Melamed: Exactly. 

Chairman:  Thank you very much. 

 


