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ABSTRACT 
___________________________________________________________________________________________________________________________________________________________________________________________________________________  

 
The successful conclusion of the Doha Development Agenda is in the interests of 
both developed and developing countries. We consider that multilateral 
agreements involving all members of the WTO offer more benefits for both rich 
and poor countries than bilateral agreements do. We strongly urge governments to 
work for the successful conclusion of the Doha Round by the end of 2006. 
 
Following the collapse of the 2003 Cancún Ministerial meeting, and the slow 
progress achieved since, the forthcoming Hong Kong Ministerial provides a crucial 
opportunity for WTO members to reinvigorate the Doha Round. 
 
Responsibility for the successful conclusion of the Doha Round lies with both the 
developed and developing countries: progress can only be made if all sides 
demonstrate flexibility and a commitment to the multilateral approach. 
 
This report discusses how progress at the Hong Kong Ministerial can be made. In 
particular: 
 
• On agricultural market access, although we believe that the EU should lower 

tariffs further over time, the current offer to reduce tariffs by an average of 
38.9% represents a serious offer which requires a constructive response from 
other countries; 

 
• Temporary transition measures should be agreed to compensate those poor 

countries who already benefit from preferential access to EU agricultural 
markets to ensure that they do not suffer disproportionately as a result of the 
reduction in agricultural tariffs; 

 
• On agricultural export subsidies, we support the EU’s offer to remove these 

entirely as long as others follow suit, and urge all countries to agree to do so 
by 2010; 

 
• On non-agricultural market access, we believe that the developing countries 

should respond to offers from the EU and US on access to their agricultural 
markets with offers of their own to liberalise their non-agricultural markets; 
and 

 
• On trade in services, though agreement is unlikely to be reached at Hong 

Kong, countries should, at least, agree to table best and final offers by a 
specific date. 

 
Were the Doha Round to break down, this would bring pressure to bear on 
governments to pursue bilateral and regional agreements from which developing 
countries would be excluded to their detriment. It is therefore all the more 
important to work for a constructive Hong Kong Ministerial and a successful 
Doha Round. 
 





 

The World Trade Organization: 
The Hong Kong Ministerial 

CHAPTER 1: INTRODUCTION 

What is the Doha Development Agenda 

1. The Doha Development Agenda, widely known as the Doha Round, was 
launched at the fourth WTO Ministerial Meeting in Doha, Qatar in 
November 2001. The Doha Round was the result of widespread agreement 
among delegates at the Ministerial that it was time to address the imbalances 
of previous Rounds and to offer developing countries the prospect of trade 
talks which they could clearly see were to their benefit. The Doha 
Declaration promised to place the needs and interests of developing 
countries at the heart of the WTO’s work programme. 

BOX 1 

The main commitments of the Doha Declaration 

The Doha Declaration, issued following the Doha Ministerial in November 
2001 promised: 

 A continued commitment to establishing a fair and market-oriented 
trading system through fundamental reform of support and protection 
of agricultural markets. Specifically: 

 Substantial improvements in market access; 

 Reductions of all forms of export subsidies, with a view to 
phasing them out; 

 Substantial reductions in trade distorting domestic support; 

 To give developing countries special and differential treatment in 
negotiations to enable them effectively to take into account their 
development needs; 

 That negotiations on trade in services will aim to promote the economic 
growth of all trading partners and the development of developing and 
least developed countries; 

 To reduce or eliminate tariffs and non-tariff barriers in non-agricultural 
markets, in particular on products of export interest to developing 
countries. 

2. The Doha Declaration (see Box 1, above) and work programme promised a 
great deal, and negotiations were expected to be complex. It was hoped to 
achieve the objectives by the end of 2004. To do so within this timescale, a 
Ministerial was arranged in Cancún in September 2003 firstly to take stock of 
progress made in negotiations, and secondly to agree the “modalities”, or 
parameter and scope, of further negotiations. Though it was never intended 
that final agreement should be reached at Cancún, the failure of the meeting 
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to reach consensus on the scope of the Doha negotiations was a significant 
setback. 

The Committee’s previous report 

3. In June 2004 the Committee completed an inquiry into the role of the EU in 
the World Trade Organization following the collapse of the Ministerial 
meeting in Cancún. The report from that inquiry was published on 16 June 
2004 (16th Report of Session 2003–04, HL Paper 104). 

4. We have decided to return to this topic in the run up to the next Ministerial 
meeting, to be held in Hong Kong between 13 and 18 December. Our 
intention is to reflect on and update the conclusions of our 2004 report. In 
the course of this second inquiry, we have taken oral evidence from Ian 
Pearson MP, Minister of State for Trade; and from Roger Liddle, adviser to 
Commissioner Mandelson, the EU’s Trade Commissioner. We have also 
received, at short notice, written submissions from the Food and Drink 
Association, Christian Aid and Oxfam. 

5. We make this report to the House for debate. 

6. In our earlier report, whilst we noted that there were many reasons behind 
the failure of the Cancún Ministerial, we highlighted the following: 

 The Joint US-EU position on agriculture which antagonised the 
developing countries by appearing to retract elements of the Doha 
Declaration, specifically by not fulfilling the commitment to reduce 
export subsidies with a view to phasing them out entirely; 

 The US’s reluctance to move on cotton which was perceived by many to 
signal the US’s lack of interest in making a success of the Round; 

 The so-called Singapore Issues (see Box 3 on page 10), which came to 
symbolise the clash between the conflicting demands of the rich 
developed world and the poor developing countries; and 

 The procedure of the Ministerial, which led to valuable time being 
wasted, as well as the premature closure of the meeting. 

7. Our report sought to analyse these issues and made a number of 
recommendations which we hoped would contribute to the reinvigoration of 
the Doha Round. A full summary of these conclusions is reprinted at 
Appendix 3. Our key recommendations were: 

 The EU should commit to phasing out export subsidies by a specified 
date, as long as other countries follow suit; 

 The EU must be flexible in negotiations on reductions in agricultural 
tariffs and other forms of agricultural protection in order to increase 
access to protected EU markets; 

 Doha Round should aim for the elimination or significant reduction of 
industrial tariffs; 

 The main barriers to trade in services should be tackled; and 

 Despite the failure at Cancún, members should work for a successful 
outcome to the Doha Round by early 2006. 



 WTO: THE HONG KONG MINISTERIAL 9 

The current status of the Doha Development Agenda, and the 
forthcoming Hong Kong Ministerial 

8. As will become clear, for the most part these recommendations from our 
earlier report still accurately describe the improvement which we believe 
needs to be made to complete the Doha Round. Indeed, we note that in 
some areas, specifically agriculture, very little actual progress has been agreed 
since the publication of our report. We therefore consider that, following on 
from the failure of the Cancún Ministerial, the forthcoming Ministerial in 
Hong Kong should be an ideal opportunity for WTO members to seek to 
reinvigorate the Doha Round.  

9. We expect that the negotiations at Hong Kong will build on the agreements 
reached during a 24 hour session at a WTO meeting on 1 August 2004. 
However, in the light of the time lost in the aftermath of the failure at 
Cancún and the slow progress ever since, we consider that, even given a 
successful meeting in Hong Kong, it would be unrealistic to continue to aim 
for a successful completion of the Doha Round by early 2006 as previously 
envisaged. This is very much in tune with the feeling of WTO members who 
have, according to Ian Pearson, MP, “adopted an unofficial end date of the 
end of 2006 for the Round” (p 1). We note that a number of political factors 
including the US mid-term elections, the end of the US Trade Promotion 
Authority (also known as the Fast-Track Authority) in June 2007 and the 
French elections may mean that there is only a short period of time when 
agreement will be possible. We accordingly urge WTO members to work 
for the completion of the Doha Round by the end of 2006. 

The changed landscape of negotiations 

10. As we noted in our previous report, the collapse of the Cancún Ministerial 
also signalled the changes taking place in the landscape of world trade. The 
Doha Round represents the first time that China, following her accession to 
the WTO, has been involved in multilateral trade negotiations. China’s 
ability to produce huge quantities of very cheap exports has had a major 
impact on policy thinking within the WTO. Many member countries, 
especially the smaller developing countries, are nervous of the threat they 
perceive from China. India’s productive capacity has had a similar effect. 

11. In addition and for the first time, the developing countries, who represent the 
majority of the WTO’s membership, have had a powerful say in the Doha 
negotiations. At the Ministerial, the newly formed G20 and G90 groups 
provided the mechanism for developing countries more effectively to present 
a united front, and to negotiate with richer countries from a stronger base. As 
a result, the EU and US found that they could no longer achieve results 
without the active co-operation of these developing countries. As we noted in 
our earlier report, it remains important that the developing countries 
recognise that they have a responsibility to work for the successful 
completion of the Doha Round, as well as power to influence the 
outcome. 
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BOX 2 

The G20 and G90 countries 

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

G90 - A grouping consisting of the African Caribbean and Pacific Countries 
(ACP), the Least Developed Countries (LDCs), and the African Union 
(AU) countries. 

The LDCs, or Least Developed Countries, is a group of countries 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. 

The ACPs, or African, Carribean and Pacific countries are a group of 
countries with preferential access to EU countries under the Cotonou 
Agreement. 

Expectations for Hong Kong and the key sticking points 

12. In his evidence to us, Roger Liddle, adviser to Commissioner Mandelson, 
the EU’s Commissioner for Trade, told us that trade ministers had reached a 
“consensus that it is not possible to get decisive progress without lowering 
expectations for Hong Kong” (Q 26). However, he remained convinced that 
the Doha Round would be completed by the revised date of the end of 2006.  

13. Conversely, the upside, he felt, was that negotiations had progressed beyond 
abstract arguments about the trade systems, and choice of tariff reduction 
formula, to discussion of the concrete details, or actual level of tariff 
reductions. We note that as a result of the Cancún failure, expectations for 
what can be achieved by the Doha Round have already been reduced as 
evidenced by the removal of a number of areas, notably the Singapore Issues 
(see Box 3, below), from the negotiations. This is a pity. However, removing 
these issues allows WTO members to concentrate on the main discussions on 
agriculture, non-agricultural market access and trade in services. Willing 
countries should seek to pursue agreements in these excluded areas through 
bilateral and plurilateral (see Box 4, overleaf) methods. We hope that the 
WTO will return to these areas in the future as there are clear benefits for 
both developed and developing countries from security of investment. 

BOX 3 

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”. 

14. Of the areas which remain within the scope of the Doha negotiations, from 
the evidence we have received, it is clear that the main obstacles to progress 
at Hong Kong are: 
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 Agricultural market access; 

 Agricultural export subsidies; 

 Non-agricultural market access (NAMA); and 

 Trade in services. 

15. We turn to each of these issues in more detail in the next chapter. 

BOX 4 

Bilateral, multilateral, plurilateral agreements 

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.  
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CHAPTER 2: THE MAIN ISSUES FOR HONG KONG 

Agriculture 

16. As we noted above, disagreements over agriculture were viewed by many as 
central to the failure of the Cancún Ministerial. Indeed, much of the 
evidence we have received for this inquiry continues to indicate that 
agriculture is the key to unlocking the Doha Round.  

Agricultural Market Access 

BOX 5 

Agricultural market access 

To protect agricultural markets Governments employ a variety of measures 
including levying tariffs on imported produce. This has the effect of raising 
the price of foreign goods, to make them less competitive than home grown 
produce. The EU, for example imposes a range of tariffs on agricultural 
goods imported into the Union. However, certain countries enjoy reduced 
tariff access to EU markets, allowing them to sell their products more 
competitively in the EU. 

17. For the developing countries, improved access to protected EU and US 
agricultural markets is a key aim of the Doha Round. It was also one of the 
main commitments of the original Doha Declaration. In the build up to 
Hong Kong, much of the debate has focused on the negotiations in this area. 

18. The EU and US both tabled offers improving access to their agricultural 
markets on 10 October 2005. According to Ian Pearson MP’s written 
evidence, these “offers revealed the distance between the WTO Membership 
on market access. Whereas the US called for cuts of between 55 and 90%, 
the EU proposal would mean an average tariff cut of around 24%”. (p 3) 
The EU offer on market access was rejected by, amongst others, the US, 
Brazil and Australia, and the Commission was pressured to table a second 
offer, with Brazil in particular calling for a minimum of 55% average tariff 
reduction. 

19. In response the EU tabled, on 28 October, a further offer of an average 
reduction of 38.9% in EU tariffs. This second offer was heavily criticised by 
some EU Member States, and in particular by France, who argued 
vociferously that this took the Commission beyond the mandate given to it 
by the Council. However, the majority of Member States have not associated 
themselves with this criticism. On this point, we were told that, in addition to 
support from DG Agriculture, what is “crucially important in terms of the 
politics of the Council is that the Spaniards and Italians have withheld 
themselves from backing the French position to the full, which has given 
Peter Mandelson scope to continue to make the offers that he has” (Q 33).  
From the British point of view, the Minister told us that the British 
Government believed that the Commission’s second offer was “firmly within 
its mandate”. (Q 7)  

20. Although the EU remains willing to explore the details of this second offer 
further with WTO members, the evidence we have received suggests that 
Commissioner Mandelson will not make another offer before Hong Kong. 



 WTO: THE HONG KONG MINISTERIAL 13 

Whilst we are firmly of the view that the EU should reduce tariffs still further 
over time, we consider that this offer from the EU deserves serious 
consideration from the developing countries, who have not yet formally 
responded. As we mentioned above, we consider that developing countries 
now have a responsibility to work towards the successful conclusion of the 
Doha Round. This may mean that they have to develop more realistic 
expectations for what can be achieved as part of the Round. We support the 
Commission’s offer to reduce agricultural tariffs by an average of 
38.9%, and consider that the developing countries should now 
respond constructively. 

21. We have noted concerns raised in some of the evidence presented to us that 
increased access to the EU’s agricultural markets for all may have a 
detrimental effect on those countries who already enjoy preferential access. 
In particular, this would affect the Least Developed Countries (LDCs) and 
the African, Caribbean and Pacific Countries (ACPs). We do not believe that 
this is a reason to abandon the aim of increasing access to agricultural 
markets. However, we do consider that it is important to ensure that 
LDC and ACP countries do not suffer disproportionately as a result 
of the erosion of their preferential access to the EU’s agricultural 
markets. We accordingly urge WTO members to agree appropriate 
temporary transition measures to compensate these countries. These 
measures should be designed to distort trade as little as possible. 

Agricultural export subsidies 

BOX 6 

Agricultural export subsidies 

Agricultural export subsidies are direct (for example, cash) or indirect (for 
example, tax relief) payments made by the Government to producers. They 
are currently covered by the WTO’s agreement on Subsidies and 
Countervailing Measures, which classifies subsidies as either “red”, “amber” 
or “green” depending on the extent to which they distort trade. 

22. In our previous report, we expressed support for a broad agreement to 
reduce agricultural export subsidies with a view to eliminating them entirely 
by a specified date. We note with satisfaction that the Commission, in an 
open letter on 10 May 2004, made an offer to eliminate EU export subsidies 
providing that other WTO members also do so. To date, no firm agreement 
has been reached. On the date for the elimination of export subsidies, we 
agree with the recommendation of the Commission for Africa Report1 that 
export subsidies should be eliminated by 2010, and are glad to see that this 
recommendation has been adopted by the Government. We support the 
Government’s decision to push for the removal of all agricultural 
export subsidies as well as the EU’s May 2004 offer to eliminate these 
subsidies if all other WTO members agree to follow suit. We urge 
WTO members to agree to do so by 2010. 

                                                                                                                                     
1  Our Common Interest, Report of the Commission for Africa, March 2005 
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Trade in goods and services 

23. Whereas many of the developing countries see agriculture as the area from 
which they stand to gain the most, richer countries are keen to see agreement 
reached on liberalisation of trade in goods and services. They believe that 
there are substantial gains to be made for both developed and developing 
countries through increased trade in these sectors. Our previous report 
recommended that significant reduction in barriers to trade in non-
agricultural goods and services should be achieved through the Doha 
negotiations. 

Non-Agricultural Market Access (NAMA) 

BOX 7 

Non-agricultural market access (NAMA) 

Agreements on access to non-agricultural markets involve industrial goods, 
fish and fish product markets. 

24. From an EU perspective an ambitious result on non-agricultural market 
access (NAMA) will be a critical element of a wider deal contributing to a 
successful conclusion of the Doha Round. Such a result would, in practical 
terms, involve improved real access to third country markets. As the Minister 
states, “many Member States want to see increased market access in NAMA 
(and progress on services), as a trade off for opening up European markets in 
agricultural goods” (p 4). If this is achieved, it will provide significant 
economic gains for EU countries, and especially for those with the strongest 
export potential. 

25. However, it is clear that an agreement on NAMA remains a long way off 
because there is an objection from a number of developing countries to 
opening up their non agricultural and services markets. These countries 
argue that liberalisation of trade in services could have a detrimental impact 
on their ability to pursue national industrial policies and industrial reforms. 
In their evidence to us, Oxfam even goes so far as to assert that “if NAMA 
negotiations continue along their current trajectory, they will prevent 
developing countries from pursuing effective industrial policies” (p 34). 
However, one of the dangers is that protecting infant industries can lead only 
to protecting uncompetitive industries. Furthermore, we note that a high 
proportion of tariffs levied by developing countries are levied on imports 
from other developing countries. 

26. Brazil is a good example of a country unwilling to open markets in non-
agricultural sectors to outside competition. This is fuelled by memories of 
severe debt caused by an IMF package which required drastic tariff cuts 
during the 1980s. This resulted in high levels of unemployment in the, 
previously highly protected, industrial sector. 

27. In the case of Brazil, whilst we understand that, in the light of these 
experiences in the 1980s, politicians may be reluctant to open markets to 
outside competition, we believe that the Brazilian economy is now in a much 
stronger position. This is especially so with regard to agricultural exports, 
from which they stand to make significant gains if agreement is reached on 
agricultural market access. We were told by one of our witnesses that he was 
“amazed to look at the statistics of how sector by sector the Brazilians are 
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now dominating agricultural exports in the world” (Q 41). Furthermore, we 
note that there has been extensive discussion in Brazil on this topic. The 
Minister told us that in the Brazilian media “it is quite clear that they have 
got an offer on NAMA in their back pocket” (Q 5). As a result, we firmly 
believe that it is now time for developing countries such as Brazil to 
respond before Hong Kong to agricultural offers from the likes of the 
EU with serious proposals of their own in access to non-agricultural 
markets.  

Trade in services 

28. One of the commitments of the Doha Declaration was to pursue negotiations 
on trade in services with the aim of promoting the economic growth of all 
trading partners. We fully support the idea that countries should open their 
service markets to external competition as we consider that both developed 
and developing countries stand to gain from this. For developing countries 
such as India who have a growing service sector, liberalisation of global 
markets in services is a great opportunity. 

29. For the EU, agreements on trade in services also represent also a significant 
potential gain for Member States’ as 69%2 of the EU’s economy is currently 
classified as part of the service sector. From the EU’s point of view, 
agreements on services and NAMA are crucial to a balanced outcome from 
the Doha Round. As the Minister told us, “it is important for the EU that we 
see a balanced outcome to the negotiations. It is not just an agricultural 
round—although agriculture is the key to unlocking a successful 
conclusion—it is imperative that we do see progress on services and NAMA 
and trade rules” (Q 9). 

30. We note the concerns raised with us that an agreement on trade in services 
appears unlikely at Hong Kong. However, opening up service markets 
remains a vital aspect of a successful outcome from the Doha Round. We 
therefore urge countries to secure a commitment at Hong Kong to a 
date by which revised best and final offers on trade in services will be 
tabled. 

Commitment to Doha: Multilateral versus bilateral and plurilateral 
agreements 

31. In our previous report we received evidence questioning whether a 
multilateral (viz. WTO) approach to trade agreements was the best way to 
proceed. We concluded that, whilst prioritising progress in the WTO forum 
was indeed the best way forward, it was not necessarily contradictory to 
pursue bilateral negotiations at the same time. These bilateral agreements, 
we felt, could add value but would not replace the multilateral approach, 
which includes both the weak and the strong, and through which greater 
gains have been achieved and are achievable in the future. 

32. We continue to believe that governments should strongly pursue 
multilateral arrangements. Were the Doha Round to break down, this 
would bring serious pressure to bear on governments to pursue 
bilateral and regional agreements as a way forward. It would be a 
paradox if a breakdown of the Doha Round were to lead to bilateral 

                                                                                                                                     
2 Q 9 
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agreements between the major trading blocks from which the 
developing countries would be excluded to their detriment. We 
therefore urge all WTO members to work for a successful outcome to 
the Hong Kong Ministerial as a very high priority. 
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CHAPTER 3: SUMMARY OF CONCLUSIONS 

The current status of the Doha Development Agenda, and the 
forthcoming Hong Kong Ministerial 

33. We urge WTO members to work for the completion of the Doha Round by 
the end of 2006. (paragraph 9) 

The changed landscape of negotiations 

34. As we noted in our earlier report, it remains important that the developing 
countries recognise that they have a responsibility to work for the successful 
completion of the Doha Round, as well as power to influence the outcome. 
(paragraph 11) 

Agricultural market access 

35. We support the Commission’s offer to reduce agricultural tariffs by an 
average of 38.9%, and consider that the developing countries should now 
respond constructively. (paragraph 20) 

36. We consider that it is important to ensure that LDC and ACP countries do 
not suffer disproportionately as a result of the erosion of their preferential 
access to the EU’s agricultural markets. We accordingly urge WTO members 
to agree appropriate temporary transition measures to compensate these 
countries. These measures should be designed to distort trade as little as 
possible. (paragraph 21) 

Agricultural export subsidies 

37. We support the Government’s decision to push for the removal of all 
agricultural export subsidies as well as the EU’s May 2004 offer to eliminate 
these subsidies if all other WTO members agree to follow suit. We urge 
WTO members to agree to do so by 2010. (paragraph 22) 

Non-agricultural Market Access 

38. We firmly believe that it is now time for developing countries such as Brazil 
to respond before Hong Kong to agricultural offers from the likes of the EU 
with serious proposals of their own in access to non-agricultural markets. 
(paragraph 27) 

Trade in services 

39. We urge countries to secure a commitment at Hong Kong to a date by which 
revised best and final offers on trade in services will be tabled. (paragraph 30) 

Commitment to Doha: Multilateral versus bilateral and plurilateral 
agreements 

40. We believe that governments should strongly pursue multilateral 
arrangements. Were the Doha Round to break down, this would bring 
serious pressure to bear on governments to pursue bilateral and regional 
agreements as a way forward. It would be a paradox if a breakdown of the 
Doha Round were to lead to bilateral agreements between the major trading 
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blocks from which the developing countries would be excluded to their 
detriment. We therefore urge all WTO members to work for a successful 
outcome to the Hong Kong Ministerial as a very high priority. 
(paragraph 32) 
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APPENDIX 1: SUB-COMMITTEE A (ECONOMIC AND FINANCIAL 
AFFAIRS, AND INTERNATIONAL TRADE) 

Sub-Committee A 

The members of the Sub-Committee which conducted this inquiry were: 

Lord Alliance 
Lord Blackwell 
Lord Cobbold 
Lord Inglewood 
Lord Jones 
Lord Jordan 
Lord Kerr of Kinlochard 
Lord Maclennan of Rogart 
Lord Radice (Chairman) 
Lord Steinberg 

Declaration of Interests 

Lord Alliance 
Chairman, N. Brown Group plc, whose business consists of retailing through 

direct home shopping fulfilment and financial services (15 February 2005) 

100% of the issued share capital of the Anglo-Eastern Trust Limited, which 

carries on a financial business embracing lending money, trading in listed 

investments, investing in unlisted investments, and trading and investing in 

property (15 February 2005) 

62% of the issued share capital of Mazrek Limited, an R&D company based 
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35.8% of the issued share capital of N. Brown Group plc (see paragraph 

12(a) registration for details of the Company’s Business) (15 February 2005) 

50% of the issued share capital of Dane Properties Limited, a property 

investment company (15 February 2005) 
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110,000 of the issued share capital of 3TP LLC, which offers diagnostic 

imaging software for cancer detection (15 February 2005) 
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Director, The University of Manchester Foundation (15 February 2005) 
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Trustee, The Next Century Foundation (15 February 2005) 

Lord Blackwell 
Non-executive Director Smartstream Technologies Ltd 

Non-executive Director, Slough Estates plc 

Non-executive Director, The Corporate Services Group plc 
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Non-executive Director, Standard Life Assurance 
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London) 

Non-executive Director, Interserve plc (20 September 2005) 

Non-executive Board Member, Office of Fair Trading 

Special Advisor, KPMG Corporate Finance 

Shareholder, 4C Associates Ltd (business consultants) 

Joint Owner (with wife) of an apartment in SW1, let on an assured short 

hold tenancy 

Member of Council, Vote-no 

Chairman and Director of the Centre for Policy Studies (Independent ‘Think 

Tank’) 

Trustee of the Friends of the University of Pennsylvania 

Lord Cobbold 
Chairman, Lytton Enterprises Ltd (commercial exploitation of family home, 
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7 September 2004) 

Farmer and landowner 

Owner, Pheasant Inn (Bassenthwaite Lake) Ltd (hotel) 

Owner, Hutton-in-the-Forest Estate (farmland including residential property 
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Chairman, Diocesan Board of Education (Diocese of St. Asaph) 

President, League of Friends, Deeside Community Hospital 

President, Saltney Historical Society 

President, Sandycroft and Mancot Scouts 

President, The Hawarden Singers 

President, Wrexham-Birkenhead Rail Users Association 

Trustee, The Winnicott Clinic of Psychotherapy 

President, Flintshire Alzheimer’s Society 

Director, Genesis Initiative (enhances the prospects for small businesses) 

Trustee ‘Friends of Africa’ (a charity seeking to create small business in 

Africa) 

Lord Jordan 
No relevant interests 

Lord Kerr of Kinlochard 
Deputy Chairman, Royal Dutch Shell plc 

Non-executive Director, Rio Tinto plc (and Rio Tinto Ltd in Australia)  

Non-executive Director, Scottish American Investment Trust Co. Ltd 
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APPENDIX 2: LIST OF WITNESSES 

The following witnesses gave evidence. Those marked ** gave both oral and 
written evidence; those marked * gave oral evidence only; those without an asterisk 
gave written evidence only. 

 

 Christian Aid 

Food and Drink Federation 

* Roger Liddle, Cabinet of Commissioner Mandelson, European 
Commission 

 Oxfam 

** Ian Pearson MP, Minister for Trade, Foreign and Commonwealth Office 
and Department for Trade and Industry 
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APPENDIX 3: SUMMARY OF KEY CONCLUSIONS FROM THE 
COMMITTEE REPORT ON THE WORLD TRADE ORGANISATION: 
THE ROLE OF THE EU POST-CANCÚN (16TH REPORT, SESSION  
2003-04, HL PAPER 104) 

The context of our Inquiry 

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 

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. 

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. 

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

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 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 

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. 

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 

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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Agriculture 

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. 

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. 

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. 

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. 

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. 

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. 

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. 

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. 

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. 
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Singapore Issues 

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. 

Multilateral and bilateral approaches 

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. 

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 

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. 

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 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. 

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. 

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 

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. 
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Role of NGOs in multilateral trading framework 

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

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. 

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

Reform of the WTO 

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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APPENDIX 4: THE CASE FOR FURTHER TRADE LIBERALISATION 

The following is reprinted from the Committee’s previous report. 

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. 

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. 

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. 

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. 

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. 

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; 
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 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. 

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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APPENDIX 5: GLOSSARY 

ACP  African Caribbean and Pacific Countries 

CAP  Common Agricultural Policy 

CTESS Committee on Trade and Environment Special Session 

DDA  Doha Development Agenda 

DFID  Department for International Development 

DTI  Department of Trade and Industry 

FIP  Five Interested Parties 

G20 Argentina, Bolivia, Brazil, Chile, China, Cuba, Egypt, Guatemala, 
India, Indonesia, Mexico, Nigeria, Pakistan, Paraguay, Philippines, 
South Africa, Tanzania, Thailand, Venezuela, Zimbabwe 

G90 A grouping consisting of the African Caribbean and Pacific 
Countries (ACP), the Least Developed Countries (LDCs), and the 
African Union (AU) countries 

GATS  General Agreement on Trade in Services 

IMF  International Monetary Fund 

LDC  Least Developed Countries 

Ministerial Meeting of Ministers 

NAMA Non-Agricultural Market Access 

NGO  Non-Governmental Organisations 

WTO  World Trade Organization 
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APPENDIX 6: REPORTS 

Recent Reports from the Select Committee 

The Future Financing of the Common Agricultural Policy (2nd Report session 
2005-06, HL Paper 7) 

Annual Report 2004 (32nd Report session 2003-04, HL Paper 186) 

The Future of Europe—The Convention’s Draft Constitutional Treaty (41st 
Report session 2002-03, HL Paper 169) 

Review of Scrutiny of European Legislation (1st Report session 2002-03,  
HL Paper 15) 

Session 2005-2006 Reports prepared by Sub-Committee A 

The 2006 EC Budget (5th Report, HL Paper 22) 

Other Relevant Reports prepared by Sub-Committee A 

Future Financing of the European Union (6th Report session 2004-05, HL  
Paper 62) 

Evidence from the Financial Secretary on the proposed reforms of the Stability 
and Growth Pact (7th Report session 2004-05, HL Paper 74) 

Proposal to ban trade in products used for capital punishment or torture (8th 
Report session 2004-05, HL Paper 75) 

The 2005 EU Budget (21st Report session 2003-04, HL Paper 131) 

The World Trade Organization: the role of the EU post-Cancún (16th Report 
session 2003-04, HL Paper 104) 

Evidence from the Financial Secretary on the Stability and Growth Pact and the 
European Central Bank (14th Report session 2003-04, HL Paper 88) 

The 2004 EC Budget (33rd Report session 2002-03, HL Paper 141) 

Future Financing of the EU: who pays and how? (6th Report session 1998-99,  
HL Paper 36) 
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Minutes of Evidence
TAKEN BEFORE THE SELECT COMMITTEE ON THE EUROPEAN UNION

(SUB-COMMITTEE A)

TUESDAY 8 NOVEMBER 2005

Present Blackwell, L Kerr of Kinlochard, L
Cobbold, L Radice, L (Chairman)
Jordan, L Steinberg, L

Memorandum by Ian Pearson MP, Minister for Trade, Foreign and Commonwealth Office and
Department of Trade and Industry

Introduction

1.1 Government policy on theDoha Development Agenda (DDA) is led and co-ordinated by the Europe and
World Trade Directorate of the Department of Trade and Industry (DTI).

1.2 DTI has responsibility for all dossiers of the DDA, with the exception of the Agriculture negotiations and
elements of the Trade and Environment negotiations which are led by theDepartment for Environment, Food
and Rural AVairs. A number of other Government departments have a significant input into the development
of trade policy, notably the Department for International Development, HM Treasury and the Foreign and
Commonwealth OYce. Policy is developed in close contact with the UK Permanent Representation in
Brussels and the UK Mission in Geneva.

Detail

2.1 I set out below responses on each of the areas on which the Sub-Committee have requested comments:

Outcome the UK would like to see from the Hong Kong Ministerial

2.2 The UK is committed to achieving a successful outcome to the Hong Kong Ministerial. The Ministerial
should deliver a package that would allow a conclusion to the Round by the end of 2006 that is pro-
development and—through liberalising developed world markets—helps build a more competitive European
economy.

2.3 Building a freer and fairer multilateral trading system has the potential to lift millions out of poverty. A
pro-development outcome in the DDA would result in improved participation by developing countries in the
world trading system, particularly through substantially increasedmarket access and the dismantling of trade-
distorting subsidies by industrialised countries. A development-friendly result will also ensure poor countries
are given the flexibility to decide, plan and sequence trade reforms as part of a wider poverty reduction and
development strategy.

2.4 WTO Members have adopted an unoYcial end date of the end of 2006 for the Round. In June 2007, US
Trade Promotion Authority (USTPA) expires, with uncertainties over whether it will be renewed setting an
eVective deadline for conclusion of the DDA. USTPA (also known as fast-track authority) means that
Congress must accept or reject any agreement in its entirety, rather than being able to unpick aspects of the
agreement.

2.5 To meet the end 2006 deadline, WTO members are aiming to make significant progress at the Hong Kong
Ministerial Conference, 13–18 December 2005. A successful outcome at Hong Kong would see agreement on
substantial liberalisation of agricultural and industrial goods, significant steps forward in services and trade
facilitation, wide-ranging Special and DiVerential Treatment measures for developing countries across the
dossiers and a “round for free” for LDCs.
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Work which has been done by the UK to contribute to a successful outcome

2.6 The UK is an active player in trade policy and champion of the multilateral trading system. The UK set
out its distinctive trade philosophy in the July 2004 White Paper “Making globalisation a force for good”.
Liberalisation can oVer huge opportunities but done too quickly it can be disruptive—especially for
developing countries—as seen by the experience of “shock therapy” liberalisation in the 1980s. Developing
countries need flexibility when implementing trade reforms, while many will also need assistance to develop
their supply side capacity.

2.7 The UK government has a large programme of research in trade policy, much of it commissioned by the
Department for International Development, which is used to inform UK policy and influence the
international trade debate. In addition, the UK provides considerable assistance to developing countries and
LDCs to develop their capacity to negotiate eVectively in the field of trade policy. UK funding to developing
countries for Trade Related Capacity Building stands at £178 million since 1998.

2.8 UK work has been focused on the following areas:

— Influencing the Commission and other EUMember States. Under the CommonCommercial Policy,
the Commission negotiates on trade matters on behalf of the 25 member states. The UK plays an
active role in EU working groups, notably at the weekly meeting of the Article 133 Committee (the
Council’s working group on trade policy). Ministers and senior oYcials also have regular
programmes of bilateral contacts with Member States to discuss trade policy. The UK has
consistently made the case for bold steps in DDA negotiations, such as the EU’s oVer in May 2004
to eliminate export subsidies, and moving away from a mercantilist approach to negotiations where
reforms are seen as “concessions”.

— During the Presidency the UK has supported the Commission in its role of negotiator. In
particular it has pushed for improved transparency between the Commission and Council and
looks to deliver through the Council an ambitious European approach in Hong Kong, with
development at its heart. The requirement to act as an impartial chair of the Council during the
UK’s Presidency of the EU has meant that although the UK will still intervene where necessary
on issues of critical national importance, the UK has significantly reduced its national
interventions in EU fora.

— Ministers and senior oYcials engage regularly with key WTO Members (notably the members of the
so-called G4—EU, US, India and Brazil—which act as the negotiating dynamo for the DDA—
alongside G90, G20 and LDC representatives) through telephone calls, meetings and visits.

— The UK has used its Presidency of the G8 in 2005 to highlight aid, trade and debt. A statement on
trade at Gleneagles in July helped to display the level of commitment from world leaders to an
ambitious conclusion to the DDA and highlighted the need for aid for trade for poorer countries.

— The UK has been making the case for the development of an eVective package of trade related
technical assistance and capacity building to help unlock the development benefits oVered by the
DDA. Such a package would help poorer countries build their capacity to trade to take advantage
of increased access to internationalmarkets. AtGleneagles, theG8 countries committed to “increase
our help to developing countries to build the physical, human and institutional capacity to trade,
including trade facilitationmeasures”. ADFID-funded high-level group developed proposals on aid
for trade which have informed World Bank proposals in this area. As a major donor, the UK is
actively involved in discussions with other donors and recipients on the detail of the World Bank
proposals. There will be a World Bank hosted side event at Hong Kong. In addition to the World
Bank initiative, the UK is pressing for countries to make financial pledges on trade related aid ahead
of Hong Kong.

Role the EU should play in the Ministerial

2.9 The EU is one of the major players at the WTO and will have a fundamental part to play in putting
together a package at the Hong Kong Ministerial. The EU is a member of both the Five Interested Parties (a
small grouping, representing a range of opinions which negotiates on agriculture) and G4 group (a core group
covering negotiations across the piece).

2.10 The aim of the WTO Membership is to whittle down the number of issues to be decided at Hong Kong
to a small core. Taking an overloaded agenda to Hong Kong risks recreating the conditions for similar failure
to the CancunMinisterial in September 2003. This means that there will need to be rapid progress on theDDA
during November.
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2.11 One lesson learnt fromCancun is that it is not enough for the EU andUS alone to agree a deal and expect
the rest of the Membership to fall into line. In particular, Cancun saw the emergence of strong developing
country voices in the WTO and the G20, G33 and G90 (all groupings of developing countries and LDCs) now
have real negotiating weight in Geneva. It is telling that the G4 now has two developing country
representatives alongside the EU and US, whereas the old Quad contained Canada and Japan.

2.12 At the Conference, the EU will need to play a constructive role to help forge a consensual deal, which
provides suYcient balance between the diVerent dossiers to be acceptable to the Council of Ministers.

Statement of 10 October by the EU’s Trade Commissioner on the EU’s negotiating proposals

2.13 The EUoVer of 10 October, alongside theUS oVer of the same day, has helped to re-energise agricultural
negotiations in Geneva. The Commission is working within the parameters set by the Council of Ministers in
a series of Council Conclusions which form themandate. Of particular importance in this regard, as reiterated
at the General AVairs and External Relations Council on 18 October, is that the Commission must not go
beyond CAP reform in the oVers that it makes in WTO negotiations.

2.14 The UK has a long-established position of encouraging the EU to make ambitious oVers to help deliver
a genuinely pro-development outcome. The latest EU oVer went considerably further than previous EU
positions, notably on domestic support where the EU put a 70 per cent cut in its “amber box” (the most trade
distorting forms of domestic support) on the table. The EU called on other WTO Members to develop more
detailed proposals to match the EU oVer to eliminate export subsidies. In the judgment of Ambassador
Falconer, the Chair of the Agriculture Special Session, WTO Members are suYciently close together in the
pillars of domestic support and export competition that it is possible to see the shape of the deal at HongKong
in these areas.

2.15 The 10 October oVers revealed the distance between the WTO Membership on market access. Whereas
the US called for cuts of between 55 and 90 per cent, the EU proposal would mean an average tariV cut of
around 24 per cent. Within the Five Interested Parties, the EU oVer on market access was rejected by the US,
Brazil and Australia, with pressure on the EU to table a second oVer. Brazil called for a minimum 55 per cent
average tariV reduction by the EU.

2.16 The challenge for the Commission since 10October has been to construct a second oVer onmarket access
that is suYciently ambitious for the WTO Membership, while still staying within CAP reform. The
Commission tabled a second oVer on 28 October that envisages an average reduction of 38.9 per cent in EU
tariVs, which takes the Commission very close to the edge of its negotiating mandate. Initial reaction from
members of the FIPs has been mixed—the oVer has not been rejected but the US and Brazil have demanded
that the EUmove further. Bridging this gap over the comingweekswill be of central importance to the delivery
of a successful outcome at Hong Kong.

Removal of agricultural export subsidies

2.17 Agricultural export subsidies are highly trade distorting, having the eVect of lowering world prices for
commodities by dumping high volumes of subsidised goods onto the worldmarket. These goods can undercut
developing country farmers in their own markets, while their eVect on world prices means that competitive
exporters earn less for their produce. In the short term, elimination of export subsidies could be expected to
cause some diYculties for Net Food Importing Developing Countries by increasing their food bills. However,
in many cases we anticipate that higher prices will result in a supply response, allowing these countries tomove
towards self-suYciency.

2.18 In an open letter of 10 May 2004, then Commissioners Lamy and Fischler oVered to eliminate all EU
export subsidies on agricultural goods, conditional on parallel movement inDDAnegotiations by otherWTO
Members to address the trade-distorting forms of their export competition instruments. The Commission for
Africa Report recommended an end date for export subsidies of 2010. Her Majesty’s Government have
adopted this recommendation and are pressing the WTO Membership to agree an end date of 2010 for export
subsidies at the Hong Kong Ministerial. WTO Members must also agree equivalent disciplines on the other
forms of export competition—export credits, export guarantees, food aid and State Trading Enterprises.
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Achievement of solutions on agricultural market access which are acceptable to all sides

2.19 Agriculture remains the most heavily protected sector of the global economy, with trade flows highly
distorted by subsidies and tariVs. Agricultural negotiations are the motor of the Round, with the G20 (a
grouping of developing countries led by Brazil, which co-ordinates on agriculture) making it clear that
progress in agriculture is a pre-condition for any movement on non-agricultural goods or Services. While the
agriculture sector is politically sensitive in many developed countries, gains in these sectors are central to the
delivery of the development aspect of the DDA. In the poorest developing countries, on average, agriculture
represents 40 per cent of GDP, 35 per cent of exports and 50–70 per cent of total employment.

2.20 The welfare gains that could be realised by a substantial liberalisation of market access dwarf the benefits
on oVer in the pillars of domestic support and export competition. Market access is the most contentious
pillar, with less progress having been made in the Framework Agreement of July 2004 than on domestic
support or export competition. As mentioned above, even after the set of oVers triggered by the US oVer on
10 October, WTO Members are some distance apart on market access.

2.21 Whether WTO Members will be able to reach an accommodation on market access goes to the heart of
whether Hong Kong—and the DDA in general—will be able to deliver a development-friendly outcome. As
mentioned above, despite the EU oVer having been rejected by the US and G20 as insuYciently ambitious,
several Member States consider that the oVer goes to the edge (or even over the edge) of the Commission’s
negotiating mandate from the Council. Breaking the current impasse will require the EU to put a further oVer
on the table, or for other WTO Members to row back their overall ambition for the round. We believe that it
will be possible to develop an EU oVer that would be acceptable to a critical mass of the WTO Membership.

2.22 From theUKperspective, we need to see Special andDiVerential Treatmentmainstreamed in themarket
access negotiations so developing countries can design and pace liberalisation in a way that suits their needs.
We want developing countries to have lower reduction commitments than developed countries in any formula
and to have access to meaningful Special Products (based on food security, livelihood security and rural
development) and a Special Safeguard Mechanism. We also want LDCs to emerge from the round free of any
new obligations.

Liberalisation of trade in services and goods

2.23 Studies suggest that liberalisation of trade in services and goods has the potential to deliver substantial
welfare gains for developed countries, and for developing countries also if done in the right circumstances and
appropriately sequenced. A successful outcome in goods and services in the DDA would be a powerful
impetus towards the creation of a more competitive European economy, helping the EU deliver on the Lisbon
Agenda. Consistent with our trade philosophy, we are clear that developing countries should not be forced in
DDA negotiations to liberalise in these sectors.

Non-Agricultural Market Access (NAMA)

2.24 An ambitious result on NAMA (covering industrial goods, fish and fish products) will be a critical
element of a deal for the European Union, particularly for the developed Member States with the strongest
export potential. Many Member States want to see increased market access in NAMA (and progress on
Services), as a trade-oV for the opening up of European markets in agricultural goods. The EU priority in
NAMA has been characterised as improved real access to third country markets. The UK is working hard
within the EU to ensure no new obligations are imposed on LDCs and that any NAMA agreement for
developing countries respects the principle of less than full reciprocity and maximises Special and DiVerential
Treatment. We recognise the importance for developing countries of maintaining flexibility.

2.25 The parameters of the current NAMA negotiations are set by Annex B to the Framework Agreement of
July 2004, which was a re-statement (with some additions) of the Derbez text prepared at the 5th WTO
Ministerial Conference in Cancun. WTO Members share a common goal of agreeing full modalities on
NAMA and Agriculture at Hong Kong. But, as mentioned, there is a shared perception that progress on
NAMA and Services negotiations is contingent on progress on Agriculture. Agreement on a market access
formula and reductions of domestic support in agriculture has the potential to trigger progress in NAMA
negotiations. Pascal Lamy (Director General of the WTO) has recently called for parallel movement on
NAMA and agriculture but this is yet to translate into movement in negotiations.

2.26 Negotiations since the Framework Agreement have focused on agreeing the tariV reduction formula.
There are currently a number of tariV reduction scenarios being discussed, involving two types of formula:
known as the Swiss and ABI (Argentina/Brazil/India, also known as the Girard formula).
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2.27 The Swiss formula is a non linear, harmonising formula that is eVective at reducing high tariVs and peaks
and narrowing tariV escalations. This means that those countries with higher initial tariVs are therefore
required to make larger cuts under a Swiss formula. A simple Swiss formula takes the following form:

T1 %
(A # T0)
(A ! T0)

where

T 1 % new bound tariV after formula cut
T 0 % old bound tariV

% coeYcient indicating the level of ambitionA

2.28 The problem with a single coeYcient Swiss formula is that developed and developing countries with the
same tariV level would make the same reductions, which would not deliver on the Doha concept of “less than
full reciprocity”—especially as developing countries tend to start with higher tariVs. This would make it
inappropriate given the UK’s principles. Use of multiple coeYcients is one way of addressing this, ensuring
that developing countries and developed countries are treated distinctly.

2.29 Norway, Pakistan, EU and US have proposed variants on the Swiss formula. Pakistan and the US have
proposed dual coeYcient formulae, where A is a single coeYcient, with one value for developed, and another
for developing country Members. EU and Norway have also suggested the use of credits, where developing
countries use credits (given, for example, for high binding of tariVs) to increase their coeYcient. Throughout,
as set out in the FrameworkAgreement, the poorest countries (LDCs) will not be required tomake reductions.

2.30 The ABI formula is a variation of the Swiss formula but uses a national bound average of the base rates
and a coeYcient, B, that can be varied to reflect diVerent initial tariV levels. The ABI formula, whilst still a
harmonising formula, is less harmonising than a single coeYcient Swiss formula, giving developing countries
lower proportional cuts. A proposal by Caribbean states also takes this form.

2.31 The ABI formula is set out as:

t1 % B # ta # t0
B # ta ! t0

where

t1 % the final rate, to be bound in ad valorem terms
t0 % the bound base rate
ta % the average of the current bound rates
B % a coeYcient, its value(s) to be determined by the participants

2.32 There has been a perception in 2005 of an emerging consensus around a Swiss formula with variable
coeYcients. Finalising the formula and its coeYcients will require agreement on the treatment of the
flexibilities set in paragraph 8 of Annex B to the Framework Agreement. A priority for the UK will be
maximising flexibilities for developing countries. The formula must address the issues of tariV peaks (defined
either as greater than 15 per cent or more than three times national average applied tariV), high tariVs and
tariV escalation identified in the Doha Ministerial declaration.

2.33 Agreement on a formula should open up discussion on deeper than formula cuts for certain sectors, with
special attention paid to sectors of interest to exporters in developing countries. In addition, a number of
developed countries, notably Japan and the US, have a particular interest in elimination or harmonisation in
a number of sectors of key interest. Negotiations on sectors are less important for the EU than for either the
US or Japan with the EU likely to ask for special treatment for fewer sectors than the US.

2.34 Throughout negotiations, ensuring the integration of adequate Special and DiVerential Treatment for
developing countries in a package at Hong Kong will be a critical. As stated in the Framework Agreement, it
is proposed that LDCs and weak and vulnerable developing countries should not be required tomake formula
reductions or, in the case of LDCs, participate in any sectorial approaches. Developed countries, and
developing countries in the position to do so, should grant duty-free and quota-free market access for non-
agricultural products from LDCs. Further, the UK will argue that all developing countries should be given
optimal flexibility to sequence their trade reforms and not be forced to liberalise.

2.35 On other elements within the NAMA mandate, there is little prospect of significant progress on Non
TariV Barriers by Hong Kong. Preference erosion is an important issue for a number of WTO Members and
will need to be addressed in a broader package at Hong Kong.



3214241001 Page Type [E] 30-11-05 16:10:05 Pag Table: LOENEW PPSysB Unit: PAG1

6 wto hong kong ministerial: evidence

2.36 Across the DDA mandate, the UK will look to ensure that negotiations contribute towards the goal of
sustainable development. In the Committee on Trade and Environment Special Session is negotiating under
paragraph 31(iii) of the Doha mandate to liberalise the trade in environmental goods and services. The aim
is to agree tariV cuts for environmental goods which go beyond those that will be agreed across the board in
the main NAMA negotiations. By Hong Kong, it is hoped that the CTESS can agree on a list approach and
perhaps also on a core list of mutually agreed environmental goods. However, this is ambitious, not least
because India has tabled an alternative approach to fulfilling the mandate that does not include the
elaboration of a list.

Services

2.37 In order to try and progress the services negotiations, a number of WTO members (including the EU)
have begun to explore negotiating methods to complement the bilateral request-oVer process. A number of
proposals have involved the request-oVer process being supplemented by complementary plurilateral and
multilateral negotiating methods.

2.38 The UK believes that departing from the current request-oVer process could be counterproductive and
could derail the services negotiations in the short time available before Hong Kong. Whilst not opposed in
principle to the exploration of complementary approaches to the services negotiations, a number of
countries—including the UK—are determined that proposals should take into account the need to respect in
full the architecture and flexibilities built into the GATS. It will be important to avoid setting up structures
that will put pressure on developing countries to liberalise.

2.39 Current EU proposals recognise a distinction between developed and developing countries in setting
targets and the need for balance in the negotiations. But of course Commission proposals always have to
reflect the overall balance of all member states’ views, rather than that of the UK alone. The UK’s established
preference is for a settlement that avoids all newmandatory requirements on developing countries to liberalise
services, and we will continue to work towards this goal. We are particularly determined to ensure the
maintenance of flexibilities to reflect the individual circumstances of developing countries and preserve
Members’ ability to respond to targets based on their own national policy objectives.

2.40 The UK has three overall objectives for the current round of WTO Services negotiations:

(i) To ensure progressive liberalisation in developed countries and to increase the opportunities for
developing countries in international services trade, while fully respecting WTO Members’ national
policy objectives and right to regulate;

(ii) To ensure any further liberalisation of trade in services ensures legal certainty, creates an enhanced
and predictable business climate and so secures new economic opportunities; and

(iii) To secure an overall balance—across services, agriculture and NAMA negotiations—to promote a
successful conclusion to the Round.

2.41 A lot of work remains to be done in order to progress the WTO services negotiations by the Hong Kong
Ministerial Conference. Ultimately this will depend on the political will of WTO Members and capacity of
developing countries to participate fully in the negotiations. It is vital that WTO members begin to focus their
attention on a common understanding of objectives for Hong Kong and an agreed level of ambition for the
negotiations.

2.42 Exploration of complementary approaches to the services negotiations must not become a substitute for
the bilateral request-oVer process. AllWTOmembers have underlined the primacy of the request-oVer process
and the need to intensify bilateral engagement. Crucially the exploration of complementary approaches
should seek to underpin the current flexibilities within the GATS, allowing all developing countries to decide
in which sectors—if any—theymakemarket opening commitments and the extent and type of market opening
they grant. All countries must retain the ability to make commitments which are consistent with national
policy objectives and levels of development.

2.43 Hong Kong must provide a strong statement towards delivering on the development aspects of the
services agenda. This means underlining the need to operationalise the LDC modalities with regards to
improving their eVective participation in the multilateral trading system and continuing to make positive
eVorts to ensure that LDCs secure a share in the growth of world trade commensurate with the needs of their
economic development.

2.44 Progress must be made on the rules elements of the services negotiations in order to strike an overall
balance with market access ambitions. Political guidance is required to establish clear objectives and a way
forward on both the domestic regulation and the GATS rules (ie Emergency Safeguard Mechanism, Subsidies
and Government procurement) components of the current negotiations.
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2.45 The current process of informal discussion within the Council for Trade in Services has helped to tease
out diVerent positions and explore concepts and ideas. In the run-up to Hong Kong work should focus on
building consensus on an agreed way forward. Meetings in Geneva should allow Members to begin to move
beyond known positions and to start work towards establishing a higher level of convergence.

Government procurement

2.46 Transparency in Government Procurement was one of the so-called Singapore Issues (alongside trade
facilitation, trade and investment and trade and competition) included in the DDA mandate when the round
was launched in Qatar in 2001. However, the 5th Ministerial Conference in Cancun in September 2004 ended
without agreement, with Members in deadlock over the inclusion of the Singapore Issues in the Single
Undertaking. In advance of the Framework Agreement of July 2004, the Commission helped to break the
post-Cancun impasse by oVering to drop all the Singapore Issues (apart from trade facilitation) from theDDA
mandate. There will be no negotiations at the WTO on transparency in government procurement within the
DDA mandate.

2.47 Outside the trade round, the review of the text of the Government Procurement Agreement (the WTO’s
plurilateral agreement of 1979 covering public procurement, with signatories including US, EU, Japan and
Canada) is nearing completion, with negotiations starting on the listing of purchasing authorities to be
covered under the agreement. The signatories are committed to agreeing the final text by Hong Kong if
possible. This deadline is strongly supported by the European Commission and the UK.

2 November 2005

Examination of Witnesses

Witnesses: Ian Pearson, a Member of the House of Commons, Minister for Trade, Foreign and
Commonwealth Office and Department of Trade and Industry, Ms Julia Sutherland, Private Secretary,
and Ms Amanda Brooks, Director, Trade Negotiations and Development, Department of Trade and Industry,

examined.

Q1 Chairman: Minister, would you like to introduce oVersmade by the EU andwe have seen an oVer from
theG20.We are optimistic that we canmake progressyour team?

Ian Pearson: Yes, I would be delighted to. On my left in Hong Kong in December and we can achieve a
successful round.I have Amanda Brooks, Director of Trade

Negotiations and Development based at the
Department of Trade and Industry; and on my right Q4 Chairman: What do you see as the diYcult
I have Julia Sutherland, who runs my private oYce. points?

Ian Pearson: I think clearly agriculture is the key to
unlocking the round. When you look at the diVerentQ2 Chairman: Thank you verymuch indeed. Is there

anything you would like to say at the beginning? pillars within the agricultural negotiations on
domestic support and on export support, the majorIan Pearson: Just to emphasise the importance that

the UK Government attaches to the World Trade negotiators are not that far apart. I think it is really
in the area of agricultural market access that there isOrganisation talks in Hong Kong in December. We

dowant to see real progress beingmade inDecember. still quite a way between the diVerent parties, and
that has been the focus of recent debate andWe want to see a balanced outcome being achieved

and the Doha Round being closed in 2006 and negotiations and I think will continue to be.
However, I would also want to stress the EU’s viewachieving a pro-development outcome. We are on

record on many, many occasions as stressing the and indeed the UK’s position as well is that we do
need to see a balanced outcome. We need to seeUK’s view in this matter.
concentration on the other elements of the DDA
dossier, on non-agricultural market access and onQ3 Chairman: If you read the press, you might get
services as well. We hope that we can see progressthe view that things were not going all that well. How
being made in these areas very shortly.hopeful are you of reaching a satisfactory outcome?

Ian Pearson: We are at a critical point. This is a huge
negotiation and in any sort of negotiation people will Q5 Lord Kerr of Kinlochard: I think we would all

very much agree with you, Minister. The diYculty intake up positions and then they will move and the
timing of their moving in negotiations will vary a a way perhaps is that some—and one could cite

Brazil—seem to argue that more has to be put on thegreat deal. We have seen over the last month some
real progress, I think, with the first oVer that was table by the EU on agriculture before on these

counterpart dossiers anything much is done. How domade by the United States. We have also seen two
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Q8 Lord Jordan: Could you expand a bit on the non-you break out of that circle? The EUhasmade its two
moves on agriculture. Do you think it is now time for tariV barriers and whether you believe that there will

be any success in this area. Which ones are provinga move from the likes of Brazil?
Ian Pearson:Yes I do. I think it would be enormously problematical and why?
helpful to see a movement from Brazil, India and Ian Pearson:As you drive tariVs down then non-tariV
other countries when it comes to non-agricultural barriers become an increasing cause for concern. We
market access in particular. I think we should not do not expect Hong Kong to actually go into any
under-estimate the significance of the second EU great detail about non-tariV barriers and many of
oVer. The 38.9 per cent average tariV reduction oVer those countries that originally notified non-tariV
is higher than the Uruguay Round and is building on barriers have since concluded that they can be
the Uruguay Round as well, so it is a significant oVer discussed and negotiated and addressed more
that the EU has made. We have been encouraging appropriately through a forum, such as the area of
Brazil, India and other countries to consider the oVer technical barriers to trade. So it is an area where we
and to say, “Well, if we are really going to make do not expect to see substantial progress in Hong
progress in what is a single undertaking to deliver a Kong but we think a lot of progress can be made in
balanced outcome, we need to start seeing some signs other areas. Of course, one person’s non-tariV barrier
of progress now. I do not speak Portuguese but if you might be another person’s decent labour standards or
read the Brazilian newspapers it is quite clear that decent environmental practices, so there is a whole
they have got an oVer on NAMA in their back set of issues there when it comes to non-tariV barriers
pocket. There has been extensive discussion within that we are happy to discuss, but in some cases it is
Brazil on it. We think it is time for them to actually better that they are discussed outside of the WTO
make some movement and we are actively negotiations process on the talks.
encouraging them to do so.”

Q9 Lord Blackwell: Minister, given what you have
said about non-tariV barriers, how realistic is it to
expect significant progress on the services agenda

Q6 Lord Cobbold: Might that be happening in (where non-tariV barriers are quite important)? If I
Geneva in the meeting today? can just add to that, in your note here you raise
Ian Pearson: Obviously as we get closer and closer to concerns about parallel plurilateral discussions and
Hong Kong there is an increasing pace of meetings multilateral negotiations. If it is an area where it is
taking place. There was a meeting here in London diYcult to make progress, is there not the risk that
yesterday. My understanding is that that is being other countries do start going down that route and
reconvened inGeneva today. I would certainly like to unless the UK is flexible in recognising that it may be
see progress made at that meeting. I understand that able to negotiate a deal that could not be negotiated
it is the intention of Pascal Lamy to actually produce in Open Plenary that the UK ends up being left
draft texts by round about the middle of this month behind on that?
and if that is the case—and you do need I think texts Ian Pearson: We believe that services is a very
in advance of Hong Kong—then we need some important area. 69 per cent of EU industry will be
greater clarity thanwe have at themoment as to what classified as services, so it is an area where the EU has
is going to go into those texts, so some movement a strong concern. Of course, from a UK perspective
today or very shortly afterwards I think would be we have world-class financial and legal services and
beneficial to the whole talks process. we believe that it would be beneficial to other

countries if they opened up their markets and got
some of the expertise that is readily available in the
City of London. Where we are at the moment I am
personally disappointed about the level of servicesQ7 Lord Cobbold : Does the fact of still having to
oVers that have been secured so far. You will beagree the Financial Perspective make the
aware that the Commission has been looking atnegotiations easier or more diYcult, do you think?
alternative approaches to the request-oVer process.Ian Pearson: I do not think it makes a significant
There has been some controversy in that and the UKamount of diVerence in the sense that Peter
position is that we would have been prepared toMandelson and Mariann Fischer Boel have a
support reluctantly the Commission in going downnegotiating mandate that has been set by the Council
the benchmarking approach when it comes toof Ministers and they are negotiating within that
services, but we have said very clearly that we do notmandate at themoment andwe firmly believe that the
believe in forcing countries to liberalise their servicessecond EU oVer is within the mandate, so the
and we think the best approach would be the request-circumstances do not really arise that there is any
oVer process. However, it seems to be a little bitread across to discussions on the future financing of

the EU. stalled at the moment. I would hope that out of Hong
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human rights with the Chinese over the next coupleKong in December we could see some sort of
agreement thatmoves the debate forward on services. of days. When I visited China in July I raised human
The sort of things that I think might be possible rights issues. The Foreign Secretary has raised them
would be to agree another date at which revised best this year. I spoke in the debate in the House of
and final services oVers could be secured. It is an area Commons about the human rights situation and
where we need to continue to do work and it is raised the issue of China there. We are very clear as a
important for the EU that we see a balanced outcome UK government that we have concerns about human
to the negotiations. So it is not just an agricultural rights abuses in China and we do seek to raise them,
round—although agriculture is the key to unlocking as I say, at every appropriate opportunity. Could I
a successful conclusion to that—we do see progress just say something about China and indeed India and
on services and in NAMA and on trade rules as well. Asia and its significance for the future because I

believe China and India and the Asia region have the
ability to transform our world over the next 20 years.Q10 Lord Blackwell: If I could follow up quickly.
The way I see it is if the UK was the first nation to goGiven that services, particularly financial services are
through the industrial revolution and the 19thmore important to the UK than some of our other
Century was Britain’s, you can plausibly argue thatEU colleagues, you could imagine a situation where
the 20th Century belonged to the United States inif it is diYcult to make progress there could be a
terms of its economic power, but I firmly believe thatsignificant interest in the UK in reaching some kind
the 21st Century will belong to Asia, and China andof way forward with major countries—China, India,
India in particular. We will also see strongly growinget cetera—that will take much longer to reach

through the existing process. Is there a point at which economies throughout Asia. That presents an
the UK would say we have tried our best but we now enormous challenge in trade terms but tremendous
have to consider our own interests in this and try and opportunities, I believe, for EU and UK businesses.
push the EU into that route? It is one of the reasons why these trade talks are very
Ian Pearson:We strongly believe that the multilateral important. Trade rounds do not come round every
approach is the best approach. What we do not want few minutes; they take sometimes, as everybody’s
to see is a failure of the Round which would bring experience with the Uruguay Round proved, a long
into question the whole WTO system and would, in time. So we need to bear in mind the growing
my view, be likely to see a further impetus to bilateral economic strength of China and India and to a lesser
free trade agreements. I think in those circumstances extent Brazil and South Africa when we are engaged
it is the least developed and less advanced developing in negotiations as part of these trade talks.
countries that lose out and that is notwhat the British
Government wants to see happen. So we would be

Q12 Lord Steinberg: Chairman, if I can come back.very reluctant to go down that route and we have
I am pleased to note that representations arebeen strongly supporting theCommission in focusing
continually being made but would you agree with meits energies on a successful conclusion to the Doha
that as China becomes more powerful the possibilityRound.
of persuasion lessens because of the dependence the
rest of the world has on their eVorts, and would youQ11 Lord Steinberg: If I can change the tone a little
say that the lead that the Government has taken inbit. Everybody recognises that China is becoming
relation to trying to help the African countries escapeone of the top two trading countries in the world and
from poverty, that whilst it is good to makein fact speculation exists that they will take over from
protestations and so on are there not some practicalthe United States some time within the next 20 years
steps that could be taken that would make Chinaas being the number one power economically,
realise that the rest of the world is extremely unhappymilitarily, financially, people wise, and so on. We
with the human rights abuse?have had a lingering problem for many years about
Ian Pearson: I would like to say that you talk abouthuman rights abuses and they just do not seem to go
poverty and it is important to recognise that over theaway. I know that when you are doing a lot of
last 20 years China has taken something like one-business with a big customer it becomes very diYcult
third of a billion people out of extreme poverty,to question their morality in certain areas. Does the
largely as a result of its trade performance. Clearly weBritish Government make representations about
want to improve the lives of Chinese workers, we dohuman rights abuses in China, how regularly, and
want to address human rights abuses, but we believewould they be raised during this next series of talks?
that the way forward is to engage with China and soIan Pearson: Yes, we do raise the issue of human
support its integration into the world trading systemrights at every appropriate opportunity with the
rather than limit it through trade and investment. IChinese. The Prime Minister raised the issue of
think that that is the fundamentally right approachhuman rights in September during his visit to China.

I have got no doubt that he will raise the issue of to take.
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liberalisation. It believes that it would benefit byQ13 Lord Kerr of Kinlochard: Yes. Disagreeing
slightly with Lord Steinberg, it seems to me that selling services into the EU, the United States and

indeed, I believe, China as well. India has defensiveeconomic autarchy is a licence to run your internal
aVairs without much concern for world opinion. interests when it comes to industrial goods

particularly relating to China but, as I say, notTake, for example, Russia—human rights abuses in
the Soviet Union were, as we all know now, very particularly relating to the EU or indeed the United

States. It has those concerns for some fairly obvioussevere. Contact including through trade but also
through the CSCE Basket One process of human reasons, I think, when you look at the Indian

economy and its relative proximity to China, andcontact had an eVect, as we now know. I believe that
the more open the Chinese economy becomes, the given the competitive nature of industrial goods in

China at the moment.more liberal Chinese society is likely to become. I do
not think outside influence diminishes as contacts
grow; I think it increases. On your point about India, Q15 Lord Blackwell: That does go back to the
Minister, I very much agree with you; India is argument I was making that if India could see that it
becoming a service economy. Linking three of your was in its interests to have an arrangement to open up
points, I mentioned Brazil but is not India the place trade with Europe but did not want to do it in a
where one could expect to see a real interest in amove framework that exposed itself to China, both the EU
on services? Is it not surprising that the Indians seem and India could benefit from doing that and yet
reluctant to move? Would not a move by the Indians within a total negotiation it may not be a possible
be most likely to deal with the problem that Lord outcome. I just wonder if there is not a point where
Blackwell has drawn attention to? we need to recognise that the suboptimal that is
Ian Pearson: Can I support your view on the achievable may be better than the optimal that is not
development process? I do think that there are achievable?
strongly positive aspects to China’s development. Its Ian Pearson: I think we need to be very careful that
further development can help take people out of the best does not drive out the good and that we
poverty and can help deliver the progress on human actually achieve a good outcome to theDohaRound.
rights issues which we all want to see. But we will not You are right, you can envisage specific areas where
forget those human rights issues and we will continue bilateral agreements might achieve more than a
to raise them as a UK Government, including multilateral agreement. But I still believe
through the regular human rights dialogue process fundamentally in the importance of having a
that we have. We have that process with other multilateral agreement across 148 member countries:
countries such as Russia, as was mentioned. You are this has got to be the best way forward in terms of
right as well to emphasise the interests that India has producing a pro-development outcome. This is what
when it comes to services. I think that if you talk to was envisaged at the start of this round and we are
Kamal Nath, the Indian Trade Minister, he will tell very keen as a UK Government to make sure that we
you very clearly about the benefits of Indian services deliver on these development objectives that were set
companies and what they have to oVer and that he right back in Doha.
wants to see progress on the services eVorts at the
negotiations. He will also tell you that when it comes

Q16 Lord Cobbold:Are the American and Europeanto non-agricultural market access that he is not
negotiating positions now more or less in harmony?particularly worried about opening upmarkets to the
There was a time when there were worries that theEU or indeed the United States but he is concerned
dispute between Boeing and Airbus might poison theabout opening up markets to China. These are some
run-up to the Hong Kong meeting?of the dynamics of the negotiations that are taking
Ian Pearson: I do not believe the dispute that isplace at themoment, which just gives you a flavour of
currently taking place between Boeing and Airbushow complex some of these are.
has any influence at all on the WTO negotiations. I
think we are mature and grown-up enough as an EU

Q14 Chairman: What you have just mentioned there to be able to recognise that that is in a diVerent place
is an interesting point. What would India have to and is being dealt with in a diVerent way to the
gain from China to make a deal possible? I know it is negotiations. I think there is quite a good level of
not a bilateral deal but how would the Chinese personal chemistry between the key negotiators, not
position become more acceptable to India? just the EU and the United States but also with India
Ian Pearson: My reading of the situation—and let me and Brazil as well. We are not in the same place when
emphasise it is my reading of the situation and I it comes to agricultural market access when it comes
cannot speak obviously for the Indian Government to the United States. There is absolutely no doubt
and their negotiating position—is that India has about that. There is an average tariV reduction in the
oVensive interests when it comes to services. It would EU proposal of 38.9 per cent, the G20 are asking us

for 54 per cent and the Americans are asking for 60like to be able to see substantial services
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very early stage took an advanced position. I stillper cent. So there is a significant gap at the moment,
which is why there have been such intensive believe that the agreement that we got on decoupling

as part of the Mid-Term Review of the Commonnegotiations over the last few days.
Agricultural Policy is of enormous benefit in WTO
terms. I do not think that that benefit has actuallyQ17 Chairman: The way you have described it
been recognised suYciently by other countries to themeans that it is very problematic whether there is
negotiations. The way I like to see it is the Mid-Termgoing to be a successful outcome given the diVerent
review is a slow burner and we still have not reallyexpectations on the agricultural access side by the
seen the economic eVects of the decision to break thediVerent parties.
link between agricultural production and subsidy. InIan Pearson: This really gets to the nub of it, does it
my view, we are likely to see significant drops innot? The EU has made its second oVer. It is very
production levels in EU agriculture over the next fewdiYcult to see—
years as a result of breaking that link when farmers
understand that they will get payments regardless ofQ18 Chairman: — It cannot make a better one.
how much they produce. I think that is still feedingIan Pearson: It is very diYcult to see it can make a
into their business plans at the moment. That is abetter one within the mandate it has agreed. There
really important area and the second important areaare some countries within the EU that believe the
has been on the agreement to phase out exportCommissionmay already have exceeded its mandate.
subsidies which is within the EU mandate. We haveWe emphatically do not believe that. The last time
pushed in the UK for it to be a date of 2010. We havethis was discussed at the General AVairs Council
lobbied hard within the EU to get agreement on 2010therewas support for theCommission in its approach
as a date. It has not been agreed so far by all the EUand them acting within their mandate.
Member States but within the mandate there is an
agreement to phase out agricultural export subsidies

Q19 Lord Steinberg: That answers that question! as part of an overall package, and obviously the
Ian Pearson: I wanted to re-emphasise as well that the American oVer also included the date of 2010, so I
average 38.9 per cent reduction was higher than was think the British position has been getting some
achieved in the Uruguay Round and it is, I believe, a traction in other quarters, and it is right to do so. The
deal worth having. I would like to see usmakingmore other thing that we pushed for very strongly and are
progress when it comes to the least developed continuing to push for very strongly is not to force
countries and them securing duty-free and quota-free trade liberalisation on developing countries. We do
access. I do believe that we should be able to get not believe that that is the right way to go. We believe
developed countries and the more advanced that countries ought to have the opportunity to be
developing countries to sign up to making sure that able to sequence trade reform as part of their poverty
there is a round for free for the LDCs and to kick the reduction strategies. We have argued our corner very
door open so that LDCs can trade without duties or strongly within Europe. Can I just say one other
quotas in world markets. That was envisaged as part thing. As the UK we would probably be prepared to
of the July 2004 Framework Agreement. It has not sign up to an unbalanced outcome to Doha that saw
been delivered yet. I would like to see it being the EU opening up its agricultural markets and not
delivered as part of the negotiations over the next particularly expecting anything back in return
few weeks. because we do not have a mercantilist approach to

these negotiations. I do not think there is any other
Q20 Lord Blackwell: We know that obviously for country in Europe that would be prepared to sign up
better or worse the UK’s negotiating position is to such a deal and it shows how we have a distinctive
represented through the EU and we know the UK flavour and approach to trade negotiations.
has been pushing, for example, for the EU to be as Obviously with the Presidency of the European
expansive as possible on agricultural reform and the Union at the moment our major task is not to pursue
impact of that, but I wondered if you could highlight our own interests, it is very much to try and ensure
were there any other areas where the UK’s ideal that there is consensus. The key point is that it does
negotiating position would have been diVerent from require all 25 EU Member States to agree if we are
where the EU is currently standing and in particular going to get the final agreement as part of the single
were there any bold initiatives that you would favour undertaking process.
that might still be possible to be taken on board by
the EU?

Q21 Lord Jordan: I believe the UK has a goodIan Pearson: I think the EU has been one of the
record on these trade negotiations. Perhaps one ofcountries that has been at the forefront in
the worst possible outcomes would be for the UK toencouraging bold steps to be taken right throughout
make an oVer that it cannot deliver on behalf ofthe negotiations. I would like to highlight CAP

reform as being one of the areas where the UK at a Europe. There is some talk now that people like
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African friends should not suVer too strong a coldMandelson are saying things that a lot of people in
Europe are not happy with as we go towards this set wind too soon?
of negotiations. The question I wanted to home in on Ian Pearson: It is diYcult area and there is no denying
was have you got any specific indications that the less that. Clearly, the further you reduce tariVs, when it
developed countries are prepared to make any real comes to countries that have preferential
progress? India has been mentioned. It is quite clear arrangements at the moment you will see an erosion
that India, along with many others, want to make of those preferences, and preference erosion, I know,
progress on the things they want to expand on and is of significant concern to a number of developing
ring-fence their weaknesses. Do you have any countries, particularly ACP countries. I do not think
indications that there will be a breakthrough in that the response is to say, “Let’s not cut tariVs too much
area? You have talked about Brazil possibly having then.” I think the right response is to find transition
something in its back pocket. Is there more than just mechanisms to help countries that will see that
that that gives you some optimism that this particular preference erosion taking place as a result of freeing
round is going to see a breakthrough because, quite up markets more generally. When it comes to areas
frankly, certainly the last five to almost ten years have like sugar, the Agricultural Council will be discussing
been pretty negative? a sugar reform package at the end of this month. A

package of support is also being discussed separatelyIan Pearson: Let me say in response that I think there
are number of areas that I want to cover. Firstly, that will provide assistance to countries during the

transition process. I think that is the right approach.when it comes to the least developed countries, which
are recognised as a category and when it comes to It surely cannot be right to say let us keep our tariVs

higher because we are giving preference to a certainweak and vulnerable countries as well, I do not see
any problem and the EU does not see any problem in number of least developed and weak and vulnerable

countries? It has got to be the right approach to tryallowing duty-free and quota-free access to EU
markets. That has been our position in the and bring down tariV barriers as far as we sensibly

can. In the United Kingdom we have a long historynegotiations and we would like to get the United
States and other countries all signed up to that.When of being free traders and supporting free trade (with

one or two notable exceptions during our history asI was talking about us wanting the more advanced
developing countries to sign up to this, I just want to well, it must be said!) Instinctively it is right for the

UK but we believe right for Europe as well that were-emphasise that because I believe that should be
possible and would be a tremendous opportunity for should get to a situation where we have markets that

are far more open than they are today, and whetherthose least developed countries. When it comes to
China, when it comes to India and other countries, it be for agriculture, whether it be for industrial goods

or whether it be for services, we think there arewe have a category of “developing countries” which
includes countries at very diVerent stages of benefits from world trade. The one statistic that I like

to quote is that if Africa could secure a one per centdevelopment. In the case of China and India these are
two countries that are going to become world increase in its share of world trade that would

account for seven times more than all the world aideconomic superpowers over the next ten or 15 years
if not sooner. I do not think it is possible that you can that goes to that continent. That shows the

opportunity that is there if we can get a deal that will,actually start to say let’s have new categories and
some developing countries are more developed than as I say, kick open the door for the least developed

countries. When you put that together with the aidothers. That will not wash. However, I do not think
it is unreasonable to expect China and India to do package that we have supported, what we are doing

on debt relief, what we are doing through themore as part of the negotiations, to do more when it
comes to services, to do more when it comes to Department of International Development to help

the infrastructure of developing countries so they canopening up their markets to the least developed
countries. We would certainly from the UK take advantage of the opportunity of free trade, when

you put those all together, I think that oVers a wayperspective want to encourage them to do so.
out of poverty through trade, which is something that
the UK Government believes fundamentally in and

Q22 Lord Kerr of Kinlochard: I applaud you for we want to see progress being made on.
attacking mercantilism! But of course we, I imagine, Chairman: Any further questions?
still feel that in regard to market access into Europe
in products like bananas or sugar or whatever, our
Commonwealth friends under the old Convention Q23 Lord Jordan: Could you give us one or two of

the specifics that you believe are on the table now thatthink these preferential arrangements should not be
phased out too fast. How do you square that circle in would lead you to think that there will be a

breakthrough rather than another breakdown at thisthe negotiation now? A general liberal position but a
desire that the Windward Islands and our East particular set of talks?
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then start to talk about what those coeYcients are,Ian Pearson: Pascal Lamy I think used the phrase that
he wants to get “two-thirds of the job done” by Hong then there is real progress possible there. When it
Kong. I think what we mean by that is some text comes to services, as I say, if we can agree on services
which will have quite a few square brackets in but an approach to go forward in terms of a timetable for
some basic agreement on what they call modalities. I further revised oVers, then I think that would be
would like to be able to see some agreement on regarded, in my view, as being substantial progress. I
agricultural domestic support, where we are in the think on trade rules as well there has been a lot of
same ball-park, on market access, where we are quite good work that has been going on and I think that
a way apart at the moment but we have to agree, I can be moved forward as well in Hong Kong.
think, on a common level of ambition. I would like to
be able to see agreement on a date for ending export

Q24 Chairman: Thank you very much, Minister.subsidies. That might be diYcult to agree in Hong
Thank you for the full way in which you haveKong but we ought to have a go at that. On non-
answered our questions.agricultural market access I would like to agree an
Ian Pearson: Can I just thank the Committee. It isapproach. I think there is a growing consensus about
always enjoyable to discuss trade matters. It is awhat is called the Swiss formula—and I apologise for
hugely complicated undertaking but we are doing allsome of the information that I provided in my
we can as the UK and indeed as the Presidency of thebriefing to the Committee in terms of the equations
EU to see a successful outcome to the Doha round.that are used in this—and if we can get agreement on

the Swiss Formula with one or two coeYcients and Thank you.
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Present Blackwell, L Jordan, L
Cobbold, L Maclennan of Rogart L
Inglewood, L Radice, L (Chairman)
Jones, L Steinberg, L

Examination of Witness

Witness: Mr Roger Liddle, Cabinet of Commissioner Mandelson, European Commission, examined.

Q25 Chairman: Welcome. We are very grateful that Mr Liddle: The Prime Minister, I think, was saying,
“Look, in the interests of the world, in the interests ofyou have come to the UK to tell us about what is

going on with the World Trade Organisation jobs in Europe, as well as a policy for the poor in the
developing world, we can’t just let this slide.What wenegotiations. Is there anything you would like to

say first? have to do is see if we can restore impetus at Hong
Kong”. I interpret his speech as a call to all partiesMr Liddle: I would like to say just a little about my

own position, because I now work in Peter involved in the negotiations to get their acts together
and try and do more. I know that my CommissionerMandelson’s Cabinet in the European Commission.

I suppose, of the seven members of the Mandelson would welcome that. I am not sure what kind of
response it will get from other people. I paid a recentCabinet, I am the political generalist. Before that I

worked at Number 10 Downing Street as Tony visit to the United States and talked to Mickey
Cantor who had been the US trade representative atBlair’s European Adviser. I was the Political Adviser

appointed in 1997 and had the great pleasure of the time of the Uruguay Round. He told me that in
the crucial negotiations on Uruguay a key role wasworking with far more expert people on European

questions than I am from theDiplomatic Service, like played at the very, very top level. Particularly the
very close relationship between the then PresidentSir StephenWall, who taught me an awful lot. I come

from that political background rather than being a Bush and Helmut Kohl, as Chancellor of Germany,
played a key role in moving the parties along andEuropean expert or specialist.
breaking the decisive logjams. I do not knowwhether
Tony Blair envisages, as it were, going above theQ26 Chairman: You have probably picked up a bit
heads of the trade negotiators and himself trying,of expertise on the way, I should think! As you know,
with the United States, Brazil, India and other keywe are doing a short report on theWTO following up
countries, to secure progress at a top political level. Ia longer report published last year. Can you help us
am afraid I do not know that; but I would very muchon what is actually going on? Where are we? Can you
welcome it, if that is what he did have in mind.give us a feel, a steer?

Mr Liddle: There is an upside and downside my Lord
Chairman. The upside is that serious negotiations Q28 Chairman: Whereas Chancellor Kohl was able
have started. Instead of dancing around the issues by to persuade the European Union to move on matters
talking about the principles and the structures of on the Uruguay Round, would Prime Minister Blair
tariV formulae and issues of that kind, actual be in a position to persuade President Chirac tomake
numbers are beginning to be put on the table. That is movements at this time?
the good point. The bad point is that the consensus Mr Liddle: That remains to be seen. I think that the
within the WTO is that it is not possible to bridge the majority opinion in the Council is very much in
diVerences either before or at Hong Kong and favour of a successful conclusion to Doha. That does
therefore, without lowering our ambitions for the not mean that they are prepared to give everything
Round as a whole, we cannot expect to see decisive away on agriculture overnight, as it were. That is
progress at Hong Kong itself. Peter Mandelson, my certainly not the case! Peter Mandelson is working
boss, was extremely disappointed by that, but felt within a mandate that was set by the Council of
that he had no alternative but to bow to the Ministers which says that he can only make
consensus that we should have modest ambitions for agricultural oVers within the context of the present
Hong Kong itself. agriculture reform. I think that there is a will in the

Council to secure agreement. The problem for
Europe is that Europe has already made big moves.Q27 Chairman: The Prime Minister’s speech last
Under Pascal Lamy, when he was the Commissionernight was not quite an accurate one. It was not really
last summer, Europemade amove to get rid of exportdescribing things as they are but describing what he
subsidies if other countries would do the same. Therewould like to see. It is not going to happen, is that

right. was no immediate response by other developed
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want to explore with his partners what is in hiscountries. Last month Europe tabled a serious,
credible oVer on agriculture that involves tariV cuts existing oVer. There are lots of details: like the

number of sensitive products; like the way the tariVup to 60 per cent at the top end. There are lots of
arguments about the detail of this, but it is a serious, formula operates in the bottom tier where there is

what they call a “flexibility margin”. There arecredible oVer; but so far there has not been a response
from the advanced developing countries whichwould various things one can talk about within the oVer.

May I just make some remarks as an adviser, on thereally enable us to get into a serious negotiation. The
grand bargain, as it were, in the Round is that in the basis that advisers advise and ministers and

Commissioners decide. So speaking frankly as anadvanced developing countries—where there is a
growing middle class, with growing markets for the adviser, the mantra is that we cannot make any

further oVers that go outside the current reform ofkind of top quality products that European
companies produce and for the kind of services that the Common Agricultural Policy. What does that

mean? TheCommonAgricultural Policy is reformingEuropean companies can oVer—have to cut
industrial tariVs and allow more service access in all the time; sugar reform is going on now; vegetable

and wine reform are coming next year; a review isreturn, for the EU oVering all that it can oVer, which
is greater agricultural market access. That is basically promised in 2008; and Bulgaria andRomania joining

the EUwill require further reformbecause the cost allthe grand bargain; but until we see movement on the
other side I think it is very, very diYcult to see what has to be fitted within a financial limit. What is clear

to me is what is meant by “within the presentfurther progress can be made.
agricultural policy” is a bit of a moving feast, as it
were. However, the one thing that is clear is that the

Q29 Lord Jordan: I would like to ask you about the Financial Perspective (the financial limit that was set
ingredients of this grand bargain. The PrimeMinister by the European Council in 2002 until 2013) is not
and you yourself have used this word “logjam” and going to change; that is pretty clear to me. Of course,
we know that the European Union’s position on that takes Europe up to 2013. The question is: what
agriculture is seen as one of the bigger “logs”. It is happens after 2013? Trade agreements are about
worrying that you are saying it is a credible oVer very, very long timescales. For instance, theUruguay
when all those it is addressed to are saying that it is Round agreed to phase out the multi-fibre agreement
not a credible oVer. However, what I would like to over a ten-year period. 2013 is the point where the
know is: is there any negotiating room on agriculture present EU policy is fixed and that in itself is, as I
in Europe? Is it something you can bargain with, or have said, an ongoing a reform process; and then
are the number of countries that were outraged by there is the world beyond 2013. I would have thought
what Peter Mandelson said suYciently heavyweight that that was where political leaders ought to be
to say, “There is no move movement on that issue”? looking at scope for compromise.
How does that issue fit in with what you see as
perhaps the limited number of major crucial logs in

Q30 Lord Cobbold: Is this agriculture question thethis jam—American and perhaps China? Could you
principal logjam or are there other logjams thattell us a bit more about what you think might be this
might be broken which would lead to some progress?grand bargain? I know that when we do actually get
Mr Liddle: I think the principal logjam is the failureto Hong Kong there is a tendency for everyone to
of our partners to come upwith any kind ofmatchingwant an agreement, but the last three failures have
oVer on industrial tariVs and on services.made a fourth failure a bit more acceptable rather

than unacceptable.
Q31 Chairman: You mean the EU’s partners?Mr Liddle: A fourth failure is not acceptable to Peter
Mr Liddle: Yes. I think the Brazils and Indias areMandelson. He is desperately anxious to secure a
partners in the WTO. I think that is the real logjam.successful outcome to this Round. He believes it is
Until that happens, you cannot get into a seriousvital for jobs and growth in Europe that we get
negotiation—until they put something on the table.additional market access opportunities in the rapidly

developing world. He also believes that there are a lot
of measures we can take which will help development Q32 Lord Jones: With your expertise in mind and
and help the position of the very poor in the world, the British agriculture industry specifically of
including greater agricultural market access. He does interest. The British agriculture industry is very quiet
not want to see failure. Obviously some people did at the moment it seems to me. I presume from this
react badly to the EU’s oVer on agriculture. Pascal that it is content. My question to you as an adviser,
Lamy, who is now WTO Director General, however as an expert of some years on this matter, is: are we
described it (if I remember rightly) as a “serious giving away too much? Is the British agricultural
oVer” that ought to be taken seriously by the rest of industry going to be alright in its generous posture to
the world. Peter has said that he does not intend to an enlarged Europe? I have in mind particularly, say,

the diYculties of the upland areas of Britain, Welsh,make another oVer before Hong Kong, but he does
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Europe the scope to cut its external tariV and allowScottish and Cumbrian and those other areas. Are we
going to be able to look after our own interests as well in more imports without getting into the very diYcult
as be generous to developing countries? economic circumstances that would otherwise
Mr Liddle: Of course from Cumberland, as I am, happen. I think we have been scrupulous in trying to
these issues are very close to my heart. It has to be avoid that. The second point is about France. I think
said that in terms of lobbying, in addition to the the French are very committed to their position, and
French, the peoplewho are really worried aboutwhat they have made that known to Commissioner
is going on in Doha are Irish farmers. We have had Mandelson with great force. He has had several
quite a lot of pressure from Irish farmers in both meetings with French ministers, including two
north and south about the impact of the reform. As I meetings with the French Prime Minister this
understand it, the IrishGovernment’s position is that autumn; so he is in no doubt about the French
they persuaded their agriculture sector to accept the Government’s views. France, however, does not have
current lot of reforms. They want that commitment a veto on this matter. The Commissioner operates
to be maintained. In other words, they do not want within amandate given him by the council and he has
any more reform before 2013, but they recognise that to make sure that he has a qualified majority in the
in the long-run further reform will have to take place. Council behind him. There has been concern at

various stages in negotiations aboutwhat the EUwas
oVering, but so far the vast majority of MemberQ33 Lord Inglewood: First, I am reassured that the
States have gone along with what the EU has oVered.Cumbrian interest is in the forefront of these
In particular I think what is crucially important innegotiations! I am interested in what has been said
terms of the politics of the Council is the Spaniardsabout the concerns that have been expressed that
and the Italians have withheld from backing theperhaps the Commission has exceeded its mandate in
French position to the full, which has given Peterputting an oVer on the table. My first point is: is the
scope to continue to make the oVers that he has.Commission satisfied it is actually within the terms of

reference it has been given by the council? Secondly,
we can all think of one country which has been more Q34 Lord Maclennan of Rogart: We have been
vocal in voicing its belief that the Commission has shown a rather interesting letter that appeared last
exceeded its mandate; is this a genuine belief or do week in the Financial Times from two oYcials of the
you think it is simply a spoiler? If it is a spoiler, do you FAO who suggested it was not clear that if there was
think they might take that spoiling tactic further and a radical liberalisation of agricultural products the
try and impugn any possible arrangement to derail it, least developed countries would benefit, because
not necessarily because they have got a good case but many of them had preferential access on certain
because politically it is an outcome they would like

commodities which were important to them, with ato see?
downward trend in prices; and consequently they

MrLiddle:Peter has been scrupulous at all stages and
might understandably not be enthusiastic about thisof course he acts with the Agriculture Commissioner
pressure. Do you in the Commission seek in any wayMariann Fischer Boel and all these proposals have
to ensure that the Least Developed Countries who dogot to go through the College, so it is not just him. It
enjoy preferential access will not suVer from anyis important to be clear about that. He has sought
agreement on agricultural market access, like atcomfort at every stage from DG Agri that what is
Hong Kong?being oVered is within the parameters of the present
Mr Liddle: That is a very important issue. Europereform. People may find this argument a bit
does recognise that simplistic ideas abouttheological, and diYcult to follow, but allow me to
liberalisation are not necessarily the answer totry and put it in my own terms: What has happened
problems of world poverty. The Indian Tradeunder its present reform is that payments to farmers
Minister, Kamal Nath, is not a mad enthusiast forhave been decoupled from production. Some of you
agriculture liberalisation either and, in fact, is verywill know far more about this than me. This means
cautious about agriculture liberalisation. He is very,farmers no longer have the same incentive to
very concerned about the prospect of food importsproduce. Some farmers will actually produce less
from other parts of the world, perhaps including thewithout reducing their incomes that they presently
United States, upsetting the very stability of thereceive, because of the decoupling arrangement. In
hundreds of millions of people living the Indiansome cases. Because they are getting their money in
village life, and basically the political stability ofsubsidy anyway, farmers will not be able to meet the
India. As a Congress minister he is very, verycosts of farming through the price that they get on the
cautious on these questions. It is certainly the casemarkets, so that production in Europe will fall. The
that not all ministers from developing countries arequestion at this juncture is: how much will
ardent advocates of agri-liberalisation. It is also theproduction fall sector by sector as a result of the

decoupling? To the extent that happens, that gives case that members of the G90, the very poor
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it would have to be a partnership between the Unioncountries, and the ACP countries—the Afro-
Caribbean Pacific countries with whom we in Europe and its Member States.
have a particular relationship—are very, very
concerned about the impact of lowering tariVs on

Q36 Lord Steinberg: To switch away fromtheir preferences; on what, in the jargon, is called
agriculture and talk about trade and services, could I“preference erosion”. They are very concerned about
preface my comments by saying that I am athat. They see the pressure being mounted by the
comparatively new boy on the block here, and as aUnited States, Brazil and Australia as a pressure
simple businessman (I would describe myself thatgroup of highly competitive agricultural producers,
way, others might not) I find that a lot of the intriguenot as a third world lobby. Sometimes when you
that goes into trying to reach these agreementslisten to the way the debate is presented in Britain,
sometimes reminds me of Emperor Nero and hisany call for agricultural liberalisation is seen to be a
fiddle! What I am wondering is: from a protectivecrusade on behalf of the world’s poor. I do not think
point of view Britain is particularly becoming moremembers of G90 quite see it in those terms. Certainly
and more a service nation, is there any way in whichthey have been expressing very grave concerns to Mr
the EU can cut across a lot of this, “I’ll wait and seeMandelson about the issue of preference erosion. The
what you oVer and you wait to see what I put on thePrimeMinister dealt with this in his speech last night,
table”? Is there a way in which we can benefit eachand I am sure what the Prime Minister basically says
other and ourselves on trade and services?there is right. In the long-run youwant to get rid of all
Mr Liddle: I am just looking at the figures in ourthese preferences. In the long-run you want a world
oVer. First of all, this is extremely economicallywhere we do not have these artificial distortions of
important to Europe. There is no doubt about that attrade, and that everybody is able to compete on the
all. Secondly, the existing way of dealing with thisbasis of their natural and proper comparative
within the WTO, the so-called “request and oVeradvantages. The diYculty is in getting there. It is easy
method” has not produced very much. Thirdly, it isto say—and I think that this is the ideal solution—
an absolutely vital part of the overall package deal.that people should be compensated for loss of
What the EU is proposing now is that for everybodypreferences; that there should be massive aid and
except the very poor countries (the LDCs and otherassistance for countries that are losing preferences.
small and vulnerable developing countries like theThe EU is trying to do this, for instance, in the case
Caribbean countries, Mauritius and places like that)of sugar, where the EU is reducing the sugar price
you list 163 sectors of services in all; and that forand, as a result, some of the sugar producers who
developed countries they have to make commitmentshave relied on EU preferences, rather uncompetitive,
in 139 of those 163 services, and for developingpoor countries, are going to lose out andwe are going
countries in 93 of the 163 sub-service sectors. Whyto give them some kind of compensation. A lot of
are there some exemptions? Even in Europe we havepeople say it is not very much. The amount that has
kept health and education out of our services oVer oninitially been allocated is 40 million euros. Clearly, if
the basis that many Member States have reservationsyou are going to compensate for preference erosion
about competitive trade in various aspects of publicworldwide you would be talking about massive sums
services. It is not a complete coverage. What we areof aid being necessary to give to countries through
trying to do is to be much more precise about thethe international financial institutions. The Prime
sectors where people have got to open up. OurMinister last night proposed an increase in Britain’s
negotiators are trying to negotiate benchmarks incontribution to so-called “aid for trade”, to help
each of these sectors whichwouldmake clearwhethercountries cope with these things. That is extremely
there was a genuine opening up or not; for instancewelcome; but I think the only way of dealing with this
whether rules, about majority ownership of a serviceproblem of preference erosion in the short-term is if
company or perhaps you are restricted to only 49 pereveryone else was stepping up to the table to say, “We
cent ownership, are specifically addressed in thewill help out”, but I do not personally see that
WTO agreement. This has met an awful lot ofhappening. This is why we have to proceed in a very

measured way on a very long timescale. opposition from the advanced developing countries,
particularly from Brazil. India is much more open to
opening up trade in services; but Brazil is playing very

Q35 Lord Maclennan of Rogart: May I ask if you see hard to get on this. Brazil sees this as the big prize that
it as being compensation that ought to be it has vis-à-vis European agricultural market access.
contemplated by the Union itself? Are you looking to So far very, very little progress has been made.
the member countries individually to come to the
table?
Mr Liddle: I do not think there is any way the Union Q37 Lord Steinberg: In business we very often, when

trying to buy something, oVer less than the price weitself could aVord the compensation within the kind
of budget limits within which it is operating. I think are prepared to pay, and when we are selling
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on as ambitious a platform as we possibly can andsomething we ask for more than we are prepared to
take. Do these criteria not apply? then use the rest of his mandate, his period as

Commissioner, to pursue bilateral agreements,Mr Liddle: I do not really think we are at that stage.
perhaps with Asia, perhaps with Mercosur in SouthI think that this is the situation we would like to get
America. But of course we do have this huge separateinto in the next six months: to have a serious
bilateral process of Economic Partnershipnegotiation in each of these sub-sectors and see what
Agreements with the ACP countries going on as well.kind of compromise could be arrived at. At the
There is a bilateral agenda, but his viewpoint is thatmoment we are facing a kind of “in principle”
we should get the multilateral side sorted first andobjection to even discussing this, which has not yet
then we can pursue bilateral agreements.been overcome, and I think that is the problem we

have.

Q39 Lord Blackwell: Is it mainly a question of which
comes first, and whether it is easier to use bilateralQ38 Lord Blackwell: I have two points. Firstly, on
agreements as stepping stones to multilateralthe agricultural discussion, as I listened to what you
agreements, or the other way around?were saying it seemed to me you could break the

agricultural issue down into three problems: firstly, Mr Liddle: The fear is that if the multilateral
negotiations break down this timewewill never againthe domestic subsidies to keep farmers on the land;

secondly, the access into European markets, where be able to negotiate another multilateral agreement.
That is the fear, that you produce such a spaghettiyou have the problems you set out, dealing with

preferences; and thirdly, the export subsidies we give bowl of bilateral agreements that it proves impossible
to reconcile them on a multilateral basis. On yourwhich lead to dumping of goods in other local

markets and the distortions that occur there. In terms first question about agriculture, yes, I think in a way
export subsidies were easier for the European Unionof priorities, I wonder whether it is not easiest to deal

with restricting our export subsidies in order to avoid to tackle, and anyway they have been on a declining
trend. Export subsidies are only now running atproblems in other markets. Going back to what Lord

Steinberg was asking about, if the diYculties of about a third of what they were 10 or 15 years ago.
There has been a very big decline in export subsidies.getting progress on services are as complicated as you

set out, with all the ramifications, are you saying that They are still quite important in some sectors; so
there is still a bit of pain in getting rid of them.Mr Mandelson is very keen to make progress and

come away with an agreement? Is there a point at However, the commitment was made last July that
we would if the Americans responded. Thewhich in these negotiations we would have to say

getting all these nations to agree at the same point in Americans still have not responded satisfactorily on
this point.We need to get amuch tighter definition oftime on a whole set of complex provisions is just not

possible; and actually what we should settle for in this food aid from the Americans. We are all in favour of
humanitarian food aid, but the US food aidRound is taking China and India and agreeing some

way forward with them, which does not fulfil all the programmes are, by all accounts, basically used as
ways of subsidising US agricultural exports withoutWTO requirements but at least would be a template

which subsequently we could work out with other any real emergency humanitarian purpose. That
certainly is an issue that is near the top of the agenda;countries?
but there is no doubt that the issues of subsidies andMr Liddle: Can I deal with the second point first.
market access are much, much bigger. WhatWhat we would eVectively be doing there is saying
triggered the fact that Europe had to make an oVerthat we were going to go for bilateral agreements.We
on market access was that the United States hadwould be rejecting the multilateral approach, which
made an oVer to cut its domestic subsidy support.has been an important foundation of prosperity in
This was quite a bold oVer; it was around 60 per centthe post-Second World War period. We would be
cuts in domestic support. The way that domesticgoing for far more bilateral agreements. We have
support has worked in the United States, as Ilooked at this since we arrived in Brussels last year.
understand it, has been a barrier to imports fromThere are quite a lot of advantages in bilateral
other countries. The Brazilians are very, veryagreements. For instance, you can pursue issues that
interested in reducing US domestic support because,were excluded from the multilateral agenda you can
again as I understand it, the Americans have a systemtalk about, the so-called Singapore issues you can
of protecting farmers from price falls due to a glut intalk about intellectual property and competition
the market; so that if you have a system of subsidy torules—so you can get those into bilateral agreements,
farmers which eVectively makes up their incomes aswhich you could not get into the multilateral
the price drops (rather like our old deficiencyagreement. There is a role for a bilateral agreement,

but I think bilateral agreements should be seen as payments system in Britain) this obviously acts as a
very big trade barrier, because people can never getsupplementary to the multilateral process. What Mr

Mandelson wants to do is to getDoha out of the way, into the market because as the price drops there is no
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fear that the United States would simply come in andincentive for American farmers to cut their
take everything over?production. The American oVer to cut their domestic
Mr Liddle: I think it is fuelled by their history, thatsubsidies was a very important move. The only way
when they got into all that debt trouble at the end ofthey can justify to Congress the cut in subsidies is on
the 1980s (andmymemory is a bit hazy) as part of thethe basis that they will get additional market access
IMF package of support that the Brazilians had, theyoverseas. Of course, this is particularly important in
were required to cut tariVs pretty drastically, and thisthe Senate—where the smaller agricultural states are
did cause quite a lot of unemployment in some ofparticularly well represented—and particularly
their (what had been) highly protected industrialimportant to the Bush administration because the
sectors. I think that there is, as always, a sort offarm states are the Republican heartland. I did
political background to these things. They have had aactually go on a trip to Washington and talk to a lot
nasty experience in the past with this kind of imposedof people on the Hill, and it is absolutely plain to me
liberalisation and they do not want it to happenthat in the US mind their cut in domestic support is
again. The contrary argument is that their economyvery, very much related to moves by other people,
is now amuchmore competitive economy than it wasparticularly by Europe, to allow increased market
in the 1980s; so they can face these things with muchaccess, so we have to look at the two together. That
greater resilience. If you look at the agriculturalis why we are in the present impasse on agriculture.
sector, again I knew nothing at all about this until IChairman: Very well explained, if I may say so.
went to Brussels last year, I was just amazed to look
at the statistics of how sector by sector the Brazilians

Q40 Lord Jordan: Do the European Union are now dominating agricultural exports in the
negotiators who are going to Hong Kong have any world; and the potential for growth they have is
mandate at all to arise and press the issue of core enormous. They are building up a huge trade surplus
labour standards? in agricultural exports. This is all very good for them,
Mr Liddle: They have a commitment to core labour and I do not think we have got any right to say that
standards but not to raise them atHongKong as part they should not be allowed to exploit the natural

competitive and comparative advantage of theseof the WTO, because the developing countries
areas. All I am saying is I think their economy is in ainsisted that this agenda was not conducted through
much stronger position to reciprocate than it wasthe WTO but through the International Labour
when they were in diYculties at the end of the 1980s.Organization. We are committed to core labour

standards. We use our much maligned preference
Q42 Lord Cobbold: Are you, in general, optimisticregimes to try and promote core labour standards.
or pessimistic about the outcome for the Hong KongObviously that would be an important part of a
Ministerial meeting?bilateral trade agenda that the EU was pursuing. No,
Mr Liddle: I am optimistic about an outcome for thewe are not doing it multilaterally because the
Doha Round. Certainly Mr Mandelson believes wedeveloping world does not want it.
have got to pull this one oV. For the Hong Kong
meeting itself—at trade ministers’ level a consensus

Q41 Lord Inglewood: If we go back to the response was arrived at that it was not going to achieve that
that you gave Lord Steinberg you referred to the very much, which Mr Mandelson disagreed with but had
dramatic position adopted by Brazil as far as non- to go along with the consensus. Let us see what
agricultural market access and trade and services happens internationally in response to what the

Prime Minister said last night—I just do not know.were concerned. Do you think that is fuelled by the
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Written Evidence

Memorandum by Christian Aid

Introduction

“Boosting Africa’s share of world trade by just one per cent could deliver seven times as much income as the whole
continent currently gets in aid. So increasing the opportunity to trade is vital. But there are risks in trade
liberalisation for developing countries—dislocation, job losses and income volatility—if it is done too quickly and
not as part of a broader development strategy. So we oppose forced liberalisation.”

Alan Johnson, Secretary of State for Trade & Industry, open letter to the Trade Justice Movement,
Wednesday 2 November 2005

“The EU will oppose any lowering of ambition because the developmental and wider economic gains we are
seeking can only be achieved through an ambitious outcome that frees trade, progressively opens up markets and
invests in the production and trade needs of the poorer developing countries.”

Peter Mandelson, EU Trade Commissioner, PES Trade, Poverty and Hunger Conference 10 November 2005

Christian Aid is committed to making international trade work for the poor—it has the potential to help lift
millions out of poverty. But it can also undermine livelihoods and make people even poorer.

Christian Aid’s work in more than 50 countries has brought us into contact with numerous examples of
countries, communities and industries damaged by inappropriate trade liberalisation. Our research estimates
that trade liberalisation has cost sub-Saharan Africa US$272 billion over the last 20 years—equivalent to the
amount it has received in aid and debt relief, and more than enough money to pay oV its debt and finance
vaccinations and education for every child in the region.

The current approach to liberalisation fails to take into account the economics of poverty in the developing
world. Most poor people live in rural areas where the main business is agriculture, and where services,
infrastructure and alternative employment are almost non-existent. Rapid liberalisation means a glut of
cheaper imports, which push local producers out of business. So, for instance, tomato farmers are reduced to
breaking rocks for a living and Jamaican sugar factory workers are driven to prostitution to survive.

The modern economic success stories are countries with a moderate level of protection. South Korea,
Malaysia, China and Mauritius have based their growth on industries that were protected and nurtured as
they grew. This is the way in which every industrialised country has developed.

Christian Aid therefore argues that developing countries should not be pushed to liberalise their markets but
should be able to set their own path to development. We are not calling for blanket protectionism or
isolationism and self-suYciency, but for the political space for developing countries to introduce targeted
policies that best contribute to poverty eradication, whether they involve liberalisation or protectionism.

Christian Aid is joined by the 70 organisations and over nine million supporters of the Trade Justice
Movement as well as the more than 500 organisations that make up the MAKEPOVERTYHISTORY
coalition in its opposition to pressure on developing countries to liberalise their economies.

Key Recommendations

1. The UK government should make a clear statement about its position on WTO negotiations with regard
to not forcing developing countries to liberalise.

2. In negotiations with its EU partners it should support:

— poor countries’ ability to exempt an unlimited number of agricultural products from liberalisation;

— an immediate end date for export subsidies;

— further reform of rich-country agricultural subsidies;

— lower reductions in non-agricultural tariVs for developing countries than developed countries, and
the right of developing countries to exempt some sectors from liberalisation;
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— the right of poor countries to regulate service providers as necessary to ensure poor communities are
not denied access to those services; and

— a flexible approach to the General Agreement on Trade in Services (GATS).

1. The WTO in 2005

1.1 After the G8 in July and two high-profile conferences in the US in September, the next date on the global
anti-poverty campaigners’ agenda is December, when theWorld TradeOrganisation holds its sixthministerial
meeting in Hong Kong. For many campaigners, this is the culmination of a year of intense activity. Despite
encouraging news on debt and aid at the G8, many people felt that progress on international trade was the
real prize of 2005.

1.2 However, there is a real possibility that trade will be the area on which there is the least progress in 2005.
A pro-poor outcome from the Hong Kong ministerial meeting of the WTO would require rich countries to
make long-overdue changes while allowing poor countries the flexibility they need. Genuinely putting
development first will not lead to a WTO deal that pushes developing countries into making choices between
diVerent groups of poor people. For instance, if a country has to trade-oV the interests of poor farmers and
an infant food-processing industry this will not successfully reduce poverty.

1.3 Expectations of the ministerial meeting are both very high and very low. High, because trade is such an
important issue, and if the world’s leaders keep the promises they have made this year to make trade work for
poor people, thenmillions could benefit. Low, becausemaking deals atministerials is a tortuous business. Two
out of the last three have ended in failure. The G8 leaders will need a major change of approach if they are to
turn their words in Gleneagles into deeds in Hong Kong.

2. What Progress is Needed at the WTO?

2.1 Success at the Hong Kong ministerial will be defined in very diVerent ways by the various groups of
participants. For theWTO secretariat, any deal at all will look like amajor success after the debacle at Cancun.
For the EU and the US, a deal which allows them the maximum leeway on agriculture, while extracting
concessions from the big developing countries, such as Brazil, India and SouthAfrica, will be a successful one.
These big developing countries, who are increasingly influential at the WTO, are after a deal which forces real
changes to the agricultural regimes of the EU and the US. The smaller developing countries, many of which
still feel marginalised at theWTO,want a result which will give them themaximum space to pursue the policies
that they need to develop their economies.

2.2 These very diVerent interests mean that negotiations are making little progress in the three key areas of
agriculture, services and non-agricultural market access (NAMA), as the WTO enters the final months before
the ministerial. The EU and US continue to face each other down on agricultural reform, with neither side
being prepared to oVer more than minor changes, conditional on dramatic liberalisation by other members.
Their aggressive agenda on NAMA and services is being vigorously challenged by developing countries, but
negotiations in both areas need progress on agriculture before they can shift into a gear that might actually
lead to a deal at Hong Kong.

3. Prospects for Progress in Key Areas

Agriculture

3.1 The majority of the world’s poor people are dependent on agriculture for their living. They have been
hardest hit by many years of trade liberalisation. Poor farmers have found themselves unable to sell their
goods in local markets, as they have faced competition from cheaper, often subsidised, imports. Research has
shown that imports tend to rise faster than exports following trade liberalisation, and that imports of
consumer goods like food rise fastest of all. For farmers, this means a loss of their domestic markets without
any increase in their exports to compensate. These farmers have no alternatives available to them—in most
developing countries there is no industry to employ large numbers of people leaving agriculture.

3.2 Some governments are starting to take a more nuanced approach to agricultural trade policy, protecting
farmers at certain times of year, ormaking imports conditional on a certain level of domestic buying. Christian
Aid’s report Taking Liberties, contains examples of beneficial protection of farmers in Mozambique,
Honduras and India. However, if WTO negotiations on agriculture lead to an agreement which demands a
high level of liberalisation, these possibilities will no longer be open to developing countries—and it is poor
farmers who will pay the price.
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3.3 In the WTO’s terms, progress on agriculture means getting a deal which promises suYcient reductions in
agricultural subsidies and market access in rich countries to keep the big developing countries happy, while
also being politically possible in the rich countries themselves. The danger is that, in the to and fro of
negotiations on this central issue, the needs of the smaller developing countries and of poor people in all
developing countries, in particular small farmers, might be left out. While the Least Developed Countries
(LDCs) will probably not have many immediate obligations whatever the final agreement looks like, they are
also watching closely as the final agreement will aVect what they are required to do in the future.

3.4 In the last few months, negotiations on agriculture have focused on how much WTO members should be
asked to reduce their tariVs, and howmuch they should reduce the payments theymake to their farmers. There
is agreement that developing and developed countries should reduce their tariVs by diVerent amounts—the
questions are how much each should reduce tariVs and what kind of exceptions there should be for particular
products. There is agreement that developing countries should have some kind of exceptions, but how these
might work is not even being discussed at the moment.

The main groupings in the agricultural negotiations are:

3.5 G20: the group of big developing countries, includingBrazil, India and SouthAfrica, which came together
at Cancun. Many of these countries have large and competitive agricultural sectors and are interested in
increasing their exports. Their main objective is to reduce trade barriers in agriculture and to reduce or
eliminate the support given to farmers in rich countries. The G20 is also sympathetic to the need of the smaller
developing countries to protect their agriculture sectors, but this is not their priority. Their political
significance is considerable: at the recent meeting of EU and US negotiators to try and iron out some of the
diVerences between their two positions, it was theG20 proposals that formed the centrepiece of the discussion.

3.6 EU: The EU is trying to defend its high tariVs on agricultural products. Proposals from the EU suggest
lower reductions in agricultural tariVs than proposals from theUS, and have provision for very low reductions
for some specific products which the EU particularly wants to continue to protect.

3.7 US: the US wants to defend the growing subsidies it pays to its farmers, and is keen to extract the
maximum concessions on market access from other countries. Proposals from the US focus on cutting tariV
barriers in other countries, while retaining the possibility of continuing high levels of support for domestic
farmers.

3.8 G10: the G10 is a grouping of rich countries, such as Norway and Japan, who, for domestic reasons, want
to continue to protect their agricultural sectors. They tend to argue that exemptions to any tariV cuts should
apply to rich countries as well as developing countries, through the promotion of the idea of “sensitive
products”.

3.9 G33: this group includes many of the poorer developing countries (many of whom are also in other
coalitions such as the Africa group). They are mainly interested in retaining their right to protect their own
farmers, by ensuring that the final agreement includes numerous opt-outs. Current proposals for achieving
this involve defining a group of “special products” which developing countries would be allowed to protect,
and giving them access to a “special safeguard mechanism” that could be used to defend their products from
increased imports. Neither have been the subject of intense negotiations as yet, but it is clear that there are big
diVerences between the G33, the US and the EU over how these parts of the agreement might work,
particularly over how many products could be exempted from the agreement and how these would be defined.

3.10 Preference-receiving countries: many of these are also in theG33 but they have a particular problemwith
any agreement. Countries that have been enjoying trade preferences, that is, special access to rich countries
markets, stand to lose out if trade barriers come down and other countries can also export into the same
markets on the same terms. In general, they favour smaller tariV reductions phased in over long periods to
protect their preferences for as long as possible.

3.11 So far, the key discussions have been between the rich countries and the G20. Rich countries have been
very reluctant to make even limited progress this year. The G8 leaders failed to make an announcement on
ending export subsidies, which are just a small part of the total support that goes to farmers in rich countries.
Agreeing an end date was seen as an important political signal that rich countries are prepared to make some
concessions, but this chance wasmissed. There is an expectation that an end date will be agreed atHongKong,
but this is by no means certain. An end to export subsidies would not resolve the problems of agricultural
support in rich countries, nor deal with the question of market access for developing countries’ exports.

3.12 There is a danger that, with the emphasis on subsidies and market access, the rights of poor countries to
protect their own farmers will be forgotten. Though the G20 support smaller developing countries in this
regard, and would probably make use of such provisions themselves, it is not their priority, and the risk is that
the right to protect might be traded away in return for a better deal on market access or reducing subsidies.
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Non-agricultural market access (NAMA)

3.13 A second pillar of the WTO talks is the NAMA negotiations. Developing countries face two dangers in
these talks. Many of their existing industries are under threat if the eventual agreement requires that they
reduce their tariVs very steeply and quickly. Countries in Africa and Latin America that have liberalised
rapidly have lost tens of thousands of manufacturing jobs and seen developing industries collapse. On top of
that they will be much less able to develop new industries if they are not able to use tariVs and other protection
as support. In almost every country that has industrialised successfully, protectionwas a key factor in allowing
new industries the space to become competitive and productive. For developing countries today, a degree of
protection is often key in attracting investors to a new sector (see Taking Liberties for an example of this in
the Mozambican sugar sector).

3.14 While theWTO talks onNAMAhave been, in the words of one negotiator “held hostage to agriculture”,
the key fault-lines in the negotiations are nonetheless clear. In agriculture, the interests of rich countries are
complicated by the protection they oVer their own farmers. However, in NAMA there is no such caveat. The
EU, and in particular the US, are clear that they want to reduce tariVs as far and as fast as possible. The US
has even floated the idea—more as a tactic than a serious negotiating stance—of zero tariVs on industrial
products in every WTO member.

3.15 As in agriculture, the discussions have centred around how much tariVs should be reduced, and what
exceptions there should be. The main disagreement is over whether those countries with higher tariVs
(generally developing countries) should reduce their tariVs the most, or whether it should be richer countries
whomake the steepest reductions, on the basis of their greater wealth. There is also disagreement over whether
developing countries should have the ability to not reduce tariVs at all on some products.

3.16 Current proposals, from the US and the EU, would mean that the highest tariVs will be subject to the
steepest reductions. This would require developing countries to reduce their tariVs by more than richer
countries. In a particularly damaging development, developing countries are being asked to trade oV overall
tariV reductions against the number of exemptions they have. In other words, if they succeed in limiting their
overall tariV reduction they will be asked to pay by applying that reduction to all products. The US and the
EU are being particularly insistent on this point.

3.17 Again, least developed countries are mostly exempt from making any reductions, but whatever is agreed
will probably start to aVect them in future rounds of trade negotiations. Countries which have a low level of
“binding” on their tariVs (meaning that they have not agreed maximum tariV levels at the WTO for the
products the tariVs apply to), will be asked to bind their tariVs at the average level for all developing country
tariVs. For some, this might mean reductions on tariVs for particular products.

3.18 Countries which receive trade preferences are also concerned about the eVect of general reductions in
tariVs as a result of a WTO agreement, and have proposed that products which receive preferences are
liberalised more slowly. Other developing countries do not support this idea, arguing that preferences benefit
some developing countries at the expense of others.

3.19 The EU and, in particular, the US are negotiating very aggressively in the NAMA talks. This is partly
because they know they will have to make concessions in agriculture, and are determined to get the best deal
possible in other areas to compensate. It is also because they see real possibilities for their exporters in getting
access to some big developing-country markets.

Services

3.20 The third area of talks in the WTO is services. These are being discussed under the General Agreement
on Trade in Services. (GATS). Services are a key target for a number of rich countries, including the UK, who
hope that their financial and other industries will gain from access to newmarkets. Liberalisation in this sector
threatens developing countries’ ability to regulate provision of services and so ensure that vital parts of the
infrastructure such as public and financial services are available to their whole population.

3.21 For a long time the EU and the UK have been responding to campaigners’ concerns that developing
countries will be forced to liberalise key public services such as water or healthcare, with the promise that the
“bottom up” structure of the negotiations means that this cannot happen. The claim was that under GATS,
each country could say for itself which sectors it chose to liberalise and which to keep protected. However,
this principle has been challenged by a number of rich countries (the EU, Japan and a few others), which have
recently proposed a new structure for the negotiations. They propose that benchmarks be established to define
whether a country was oVering up a suYcient number of sectors in the GATS negotiations. This proposal has
been rejected by a number of developing-country groupings at the WTO, including the least developed
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countries, a large number of Caribbean and African countries, Arab trade ministers and several Latin
American countries including Brazil.

3.22 As with NAMA, the rich countries are keen to get as much as possible out of the services negotiations
to compensate for whatever they may have to give away in agriculture. They have a very strong economic
interest in getting access to newmarkets. According to theOECD, the contribution of trade in services toGDP
in Europe has almost doubled in the last 15 years.

Special and differential treatment

3.23 The negotiations on “Special and DiVerential Treatment” are also an area of concern. A key aspect of
this “development” round was meant to be the consideration of developing countries’ interests in a separate
set of talks on special and diVerential treatment. The idea was to review existing agreements and see what
changes needed to bemade for them to truly support development. Rules were also supposed to be set to guide
future agreements, ensuring that basic developmental principles were followed.

3.24 This area of the talks was supposed to be completed quickly, so that the development credentials of the
development round could be firmly established. However, they have been dogged by controversy and have
made almost no progress in the four years since the Doha ministerial meeting. This slowness has largely been
due to the reluctance of rich countries tomake any concessions to the poorest, and their determination to hold
out and extract the maximum negotiating capital from whatever agreement is made.

3.25 This is unacceptable in a round where the focus is supposed to be development. WTO members must
agree to give developing countries what they were promised in Doha and sort out the problems with existing
agreements, while putting in place deals which ensure that the special rights of developing countries are
respected in any future agreement.

4. The Role of the UK Government

4.1 The UK government has put development issues firmly on the agenda in 2005. On trade, the government
has made many encouraging statements about the need to stop forcing liberalisation on developing countries,
and the need for reform to the agricultural support systems and high tariV barriers in rich countries.

4.2 The government has announced changes in two areas of trade policy: relating to the Economic
Partnership Agreements between the EU and its former colonies, and on the practice of demanding that
countries liberalise in return for aid. Neither have been turned into changes in practice yet, but both were
welcome as statements of intent. The government has failed to set out its policy position with the same clarity
in relation to the WTO.

4.3 As yet, the policy of not forcing countries to liberalise, which was also a recommendation of the Africa
commission, has not been turned into reality at the WTO. There is, for example, no record in the minutes of
the EU’s 133 committee of the UK arguing for a change of stance on any of the areas where the Commission
is pushing particularly hard for liberalisation. At the recent meeting, where the idea of “benchmarking” in the
GATS negotiations was discussed, the minutes record agreement from all members about this new position.

5. Recommendations

5.1 We appreciate the changed stance of the UK government on forced liberalisation in developing countries.
However, in order for this change to bear fruit, Christian Aid would like to see a clear statement from the UK
about its position in relation to the WTO negotiations, and evidence, for example by publishing minutes from
the 133 committee, showing that the UK is actively pushing the EU to alter its aggressively liberalising stance.

Agriculture

5.2 It is essential that any agreement does not undermine the rights of poor countries to protect poor farmers.
Poor countries should be allowed to designate an unlimited number of products to exempt from any
requirement to liberalise, based on food security, livelihood security and rural development criteria. A special
safeguard mechanism to deal with temporary problems should also be agreed. There must be no similar
mechanism for developed countries. Currently, the EU and the USA are insisting that any exemptions for
developing countries must be matched by similar arrangements for their own producers. This is an
unacceptable attempt to latch on to legitimate developmental concerns to meet short-term domestic political
objectives.
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5.3 The WTO has already agreed to set an end date for export subsidies. This must be announced as soon as
possible. An opportunity to do this was missed at the G8—if it is missed again in Hong Kong millions will
continue to suVer.

5.4 Domestic support for agriculture in developed countries must also be reformed, in order to ensure that it
does not distort trade and is only given where it provides clear benefits for small farmers and the environment.

Non-agricultural market access

5.5 Whatever deal is agreed, it must allow developing countries to reduce their tariVs much less than
developed countries, in recognition of themore fragile state of their economies. Current EU andUS proposals
at the WTO would require developing countries to reduce tariVs faster than may be in their developmental
interests.

5.6 Developing countries must have the flexibility to exempt certain sectors from tariV reduction altogether.
Some rich countries have attempted to force developing countries to trade oV the possibility of exempting
some sectors from the negotiations against the possibility of smaller tariV reduction. This is unacceptable, as
both are potentially useful in promoting industrial development.

Services

5.7 Developing countries must retain the right to regulate all service providers as necessary to promote their
development objectives. Current WTO rules allow the possibility of bringing domestic regulations to WTO
dispute-settlement panels, where they could be overturned. The role of regulation in ensuring that poor people
have access to the services they need must be clarified and confirmed in the GATS.

5.8 Although the flexibility of the GATS agreement, which allows countries to decide which services to
include, has been much-praised by governments, there are moves afoot that threaten this. The European
Union is pushing for an approach that sets standards for what individual countries have to commit to under
the services agreement. This would threaten the autonomy of individual governments to decide which services
they wanted to liberalise. It is vital that the WTO resists this pressure.

November 2005

Memorandum by the Food and Drink Federation (FDF)

FDF MEMBERS’ PRIORITIES FOR THE WTO NEGOTIATIONS

The Food and Drink Federation (FDF) is the voice of the UK food and drink manufacturing industry. Our
industry:

— is the UK’s largest manufacturing sector with an annual gross output of over £69 billion;

— employs some 500,000 people or around 14 per cent of the UK manufacturing workforce;

— purchases two-thirds of the UK’s agricultural produce;

— is the world’s fourth largest importer of food and drink products with £21 billion worth being
imported annually, of which 66 per cent comes from EU members and 19 per cent from developing
countries; and

— exports around £10 billion worth of food and drink products.

FDF members look to the Doha Development Round of WTO negotiations to produce further trade
liberalisation and a fairer and clearer set of multilateral trading rules. FDF’s two primary sugar processor
members would like to highlight the complex and sensitive issues raised by trade liberalisation in the sugar
sector.

For FDF members, the key area of the negotiations in which we wish to see progress is agriculture. However,
discussions on non-agricultural market access, non-tariV barriers to trade, sanitary and phytosanitary
measures, trade facilitation, and trade disputes are also of interest. To achieve meaningful improvements in
the trading opportunities for processed food products FDF members recommend that:
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Agriculture Negotiations

Negotiators must ensure that balance is maintained between the three pillars of the Agriculture Agreement
and that there is a coherent approach in the treatment of processed products and their component raw
materials.

Market Access

— The chosen tariV reduction formula must create real and substantial improvements in market access
opportunities for processed food and drink products. No tariV lines should be exempt from
reduction commitments. FDF members do not have a pre-determined view of how many tariV
reduction bands there should be orwhich reduction formula should be usedwithin each of the bands.
The formula should look to eliminate tariV peaks and reduce tariV escalation as both hamper the
growth of trade in higher-stage processed products. The introduction of tariV caps would be sensible
so long as a limited number of exceptions were allowed. Nuisance or very low tariVs should be
eliminated.

— Negotiators must take care when defining “Special” and “Sensitive” Products to ensure that these
categories do not become so broad so as to negate the key objective of providing substantial
improvements in market access. We suggest that Sensitive Products should be defined at the 8-
digit level.

— The main objective of the tariV simplification negotiations should be to ensure that all tariVs are
transparent. There is nothing inherently opaque about a mixed tariV and therefore we do not believe
that these should be eliminated as part of the negotiations. The permanent conversion of specific
duties into ad valorem equivalents should not be required as this would penalise traders of certain
high value products.

— We acknowledge that the EU’s Meursing Table could usefully be made more transparent. However,
import tariVs for these processed products must continue to take into account the relative volume,
and cost on the EU market, of each product’s component parts. This will be necessary to ensure that
European manufacturers are not unfairly disadvantaged on the domestic market. We would
advocate that a single formula should be created to calculate specific tariVs for the 52 products
involved. The new tariVs should be bound and reduced from a level which reflects the protection
currently provided.

— TariV rate quotas should be replaced with tariV only regimes wherever possible. Where this is not
feasible, quotas should be expanded, in-quotas tariVs reduced or eliminated, and systems of quota
administration simplified and standardised. Bidding and auctioning systems for quota allocation
and complex licensing arrangements should be avoided as they create commercial uncertainty and
additional costs.

— FDF members want to operate on a level playing field and are therefore concerned that EU market
access openings must not be seized by third country processors which do not adhere to
environmental, food safety and social standards required by the European consumer. Normust they
be seized by processors which benefit from subsidized investments in production facilities and/or
subsidised raw material prices.

FDF Members’ Specific Market Access Objectives

— FDF members would like to see significantly lower EU import tariVs on butter and milk powders;
beef, lamb, pigmeat and poultry; eggs; honey; coVee; maize, barley, husked and broken rice; navy
beans; dried fruit and nuts; and oil products. These tariV cuts would help to put some downwards
pressure on the EU’s relatively high raw material prices. FDF’s sugar processors would like sugar
to be treated as a Sensitive Product in the negotiations. Sugar users would not as they are looking
for lower domestic prices.

— FDF members’ exports consist primarily of quality, value-added goods, such as breads, pastries,
cakes and biscuits; tea; confectionery; and breakfast cereals. We are primarily interested in
improving access arrangements for our exports in the US, Canada, the European Free Trade
Agreement states, the Middle East and East Asia.
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Export Competition

— The timing and manner in which Non-Annex 1 export refunds are phased-out will be critical to the
maintained competitiveness of the EU’s food and drink manufacturing industry. These refunds are
compensation for high domestic raw material prices, and therefore the EU must ensure that
reductions in NA1 export refunds are accompanied by the necessary internal market reforms,
including reductions in domestic market prices and significant improvements in the EU’s Inward
Processing Relief system. Subsidy reductions must be balanced with market access concessions and
must apply to the subsidy element of equivalent export competition instruments used by other
countries. FDF members would support a staged phasing-out of export refunds, with those for the
most sensitive sectors being phased-out last.

Domestic Support

— Substantial reductions in all forms of trade-distorting domestic support—amber box, blue box and
de minimis—must be an outcome of the negotiations. A redefined blue-box must not allow third
countries to “box-shift” and therefore avoid making substantial reductions in trade-distorting
domestic support. In our view, US counter-cyclical payments should not be eligible for the blue box.

Special and Differential Treatment

— Negotiators should develop objective criteria for diVerentiating between advanced- and less-
advanced developing countries in the WTO. Special and diVerential treatment (SDT) provisions
should be targeted in a graduated fashion and made available to countries depending on their level
of need. In order to facilitate North-South and, perhaps more importantly South-South trade,
developing countries should be required to make reductions in import tariVs commensurate with
their level of development in the agriculture and food sectors. This will be key to achieving a
development friendly outcome of the negotiations.

Geographical Indications (GIs)

— The extension of protection to food products is not an FDF priority.

Non-Agricultural Market Access (NAMA)

— FDFmembers look to these negotiations to eliminate residual import tariVs on seafood, fish and fish
products for secondary processing. Remaining import quotas should be eliminated wherever
possible and where this is not feasible, quotas volumes should be expanded significantly.

Non-Tariff Barriers to Trade

— Traditional market access barriers are often not the most important inhibitors of developing
countries’ trade potential. Non-compliance with health, hygiene, food composition, traceability and
rules of origin requirements often hinders or severs trading relationships. Assistance must therefore
be made available to help developing countries in particular to understand and comply with relevant
third-country standards. OYcials should continue to monitor standards’ developments in third
countries to ensure that new polices are necessary and do not represent unjustified barriers to trade.

Sanitary and Phyto-Sanitary (SPS) Measures

— The existing Sanitary and Phyto-Sanitary Agreement is a sound document which need not be re-
opened or re-interpreted. OYcials must be vigilant and ensure that trade bans imposed for SPS
reasons are scientifically justified. Expeditious removal of illegitimate bans is a priority.

Trade Facilitation

— Increased harmonisation and simplification of customs procedures and documentation will benefit
both developed and developing countries by reducing administrative costs. Improved transparency
of information is necessary and third countries must receive adequate prior notification of any
relevant regime changes.
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— FDF members would support:

— the introduction of national single window communications environments;

— improved co-ordination and communication between national and supranational authorities
involved in trade;

— consolidation of existing “trusted trader schemes”;

— standardisation of, or increased consistency in, inspection charges; and

— WTO scrutiny of national border protection initiatives to ensure they do not become technical
barriers to trade.

— Financial and technical assistance should be provided to help developing countries to implement the
new Trade Facilitation Agreement.

Trade Disputes

— Whilst outside the remit of the Doha Development Round, WTO members should consider ways to
resolve WTO trade disputes without resorting to the imposition of retaliatory sanctions which often
create “innocent victims”. Irrespective of whether the EU wins or loses a WTO case, the domestic
food and drink industry frequently suVers as the target of retaliatory sanctions. These sanctions
either increase raw material prices or reduce export competitiveness.
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The Common Agricultural Policy and EU import tariVs ensure that UK food and drink manufacturers pay
comparatively high prices for key raw materials.

FDF members would urge the Commission to accept ambitious tariVs cuts as part of the Doha Development
Agenda in order to put some downward pressure on these raw material prices. Without significant price cuts,
the UK manufacturing industrymay continue to downsize and move oVshore. Especially as preferential trade
agreements proliferate and export refunds are eliminated.

FDF members could not agree upon representative EU and world market prices for sugar. FDF’s sugar
processors would like sugar to be treated as a Sensitive Product in the negotiations. Sugar users would not as
they are looking for lower domestic prices.
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UK PROCESSED FOOD AND DRINK EXPORTS TO NON-EU COUNTRIES IN 2004
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Cakes
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Fish
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Processed Meat
Top 15 Exports Products (by value)*

Crustaceans and Molluscs
Soup

Cider, Perry and Mead

US

Canada

Australia

Norway

Switzerland

U.A.E

Japan

Russia

Hong Kong

Kuwait
Suadi Arabia

South Korea
South Africa

Israel Ghana

Other

Export Markets for Top 15 Products (by value)*

* excludes spirits, wine and beer Source: Food From Britain

UK food and drink exports consist primarily of quality, value-added goods. We are primarily interested in
improving access arrangements for our exports in the US, Canada, the European Free Trade Agreement
states1, the Middle East, East Asia and Russia.

1 EFTA States—Iceland, Lichtenstein, Norway, Switzerland.
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UK IMPORTS OF FOOD WITH PROCESSING POTENTIAL FROM NON-EU MARKETS IN 2004
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Source: DEFRA

The EU seldom imposes high import tariVs on products that cannot be produced within the EU, such as
certain fruits and vegetables, oils, coVee and tea. TariVs on more sensitive products, such as meat and dairy,
are often prohibitively high and imports are only possible within tariV quotas.

10 November 2005
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Memorandum by Oxfam

Introduction

1. Oxfamwelcomes the opportunity to feed into this important inquiry into trade and the role of the European
Commission’s negotiating strategy for the World Trade Organisation’s Ministerial meeting in Hong Kong,
December 2005. Trade is one of the most powerful forces linking our lives, and a source of unprecedented
wealth. Yet millions of the world’s poorest people are being left behind. Increased prosperity has gone hand
in hand with mass poverty. Already obscene inequalities between rich and poor are widening. Oxfam believes
that world trade could be a powerful vehicle to reducing poverty, and support economic growth, but that
potential is being lost. The problem is not that international trade is inherently opposed to the needs and
interests of the poor but that the rules that govern it are rigged in favour of the rich. In our submission to the
committee we will be addressing the impact of some of these rigged rules and double standards on developing
countries.

2. Oxfam’s submission deals with the general process of theWTOnegotiations, giving an overview of the state
of the negotiations with a particular focus on NAMA (Non-Agricultural Market Access). We will outline
where we believe the UK Government and the rest of the European Union member states must take action to
reform these practices.

The Importance of the Negotiations

3. Today, developing countries account for only 31 per cent of world trade, despite the fact that more than
80 per cent of the world’s population lives in the developing world. This picture is even bleaker if the data on
agriculture is disaggregated: developing countries capture only a third of world agricultural trade, and Africa
accounts for only 4 per cent. Because 70 per cent of all Africans—and nearly 90 per cent of the poor— work
primarily in agriculture, an improvement in such grim statistics could make a real diVerence to poverty
reduction, on the poorest continent and elsewhere.

4. Developing countries have vital defensive interests in agriculture as 900m people around the world live in
rural areas and depend upon crops for their nutritional intake and their livelihoods. However, they also have
oVensive interests in industrial sectors, to create employment opportunities and to contribute to economic
growth.

5. If Africa, East Asia, South Asia and Latin America were each to increase their share of world exports by
one per cent, the resulting gains in income could lift 128 million people out of poverty. In Africa alone this
would generate $70 billion—approximately five times what the continent receives in aid.2

6. The Doha Development Round was launched to reform trade rules in order to give developing countries
improved opportunities for trade, income generation, and employment. However, four years into the Round,
those who need the most actually stand to lose the most and talks appear to have degenerated into a scenario
where rich countries compete to oVer the fewest concessions, while extracting as many concessions as possible
from poorer members. As a result, negotiations have been progressing extremely slowly since 2001, and agreed
deadlines have been consistently missed, particularly in relation to issues of critical importance to developing
countries, such as reform of the agriculture rules, implementation rules on special and diVerential treatment
(SDT), and amendments to the Trade-Related Intellectual Property (TRIPS) agreement.

Timing

7. The Doha Round is already behind schedule. WTO Members have set late 2006 as the target for finishing
the Doha talks, in order to complete the Round before “Fast Track”’ (Trade Promotion Authority, TPA)
negotiating authority expires in the United States in the following year. TPA is the power granted by the US
Congress to the Administration to negotiate trade agreements, which Congress can then only approve or
reject, but not amend. Without it, US negotiators warn, it would be very diYcult, if not impossible, for the
USA to negotiate and ratify a Doha package. The US Congress appears to be in an increasingly protectionist
mood, and TPA may not be renewed, so the end-2006 deadline is real.

8. Despite this looming deadline,WTOmembers are nowhere near reaching agreement on agriculture or non-
agricultural market access (NAMA), or other priorities of poor countries, including the elimination of trade-
distorting cotton subsidies, amending the TRIPS agreement, or addressing preference erosion. A “first
approximation of modalities”, or first outline text for the December Hong Kong Ministerial meeting, was
2 RiggedRules andDouble Standards. Trade, globalisation and the fight against povertyOxfam InternationalMakeTradeFair report 2002.
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supposed to have been produced by the end of the General Council Meeting, in late July. However, that
deadline was missed, and instead the chairs of the agriculture and NAMA committees had to submit an
assessment of where the talks stand, rather than being in a position to propose text. IfWTOmembers continue
to miss negotiating deadlines the entire round may be at risk.

9. Leaving so many key and contentious issues to be resolved until a late stage in the Round means it will be
diYcult to conclude the talks by the end-2006 deadline. In addition, it is highly problematic that developing
countries will not have time to conduct full developmental impact assessments of the proposals.

10. Delays in discussing sensitive topics make it increasingly likely that the Hong Kong Ministerial meeting
will proceed in a similar way to the fifth Ministerial at Cancun in 2003, with an overloaded agenda and a high
risk of collapse. Oxfam believes that this would put developing countries in an untenable position of having
to accept a bad deal, or risking the collapse of the Round and marginalisation of the WTO, and being blamed
for that happening.

11. It is highly unlikely that the Millennium Development Goals (MDGs) would be achieved if trade rules do
not change radically. Unfair trade rules result in significant loss in fiscal revenue for developing countries: this
is money that could otherwise be used to contribute to reaching the MDGs.3

12. A breakdown in multilateral talks could lead the USA and EU to focus on negotiating bilateral and
regional Free Trade Agreements, many of which contain provisions that threaten development, and the
overlapping nature of which means that developing country exporters would face a bewildering range entry
rules for diVerent markets.

Political Engagement

13. The Doha Declaration states: “International trade can play a major role in the promotion of economic
development and the alleviation of poverty . . . the majority of WTO members are developing countries. We
seek to place their needs and interests at the heart of the Work Programme.”4 However, it would appear that
this supposed focus on development has largely been ignored. For instance, in July 2005, the US Agriculture
Secretary stated that negotiators should “stay poker-faced” and not agree any changes to farm programmes
without seeing “what concessions we’re going to receive from our trading partners, especially in the area of
market access”.5 Similarly, EC Trade Commissioner Peter Mandelson has6 said that: As Europeans, we
cannot “pay” all the time in order to exercise “leadership”.

14. Developing countries are willing to make constructive proposals to propel the negotiations, such as the
G20 proposal which was put forward at the Dalian “mini-ministerial” conference in June, and which was
explicitly welcomed by the chair of the agriculture negotiations for being something from which all parties
could work. However, the EU and US are less so. We recognise that the European Commission did move to
end the deadlocked technical discussions on converting non-linear tariVs into their linear equivalent (or “ad
valorem” tariVs), which had blocked the negotiations for three months. But this kind of political will is now
urgently needed again to unblock the talks.

Negotiating Strategies

15. For reasons outlined above, of all the issues on the Doha agenda, agriculture is the most important for
developing countries. However, both the EU and USA are adopting a position that in order to “get
something” in agriculture, developing countries must open their markets in non-agricultural products and
services, even though all these areas are critical to development, and rich countries have yet to make any real
concessions on agriculture. This is clearly not a pro-development strategy.

16. In addition, there is good reason to believe that the sequencing of negotiations is designed to maximise
concessions from developing countries. For example, in talks on agriculture, developing countries are being
asked to make concessions on a tariV-reduction formula, without seeing what concessions they will get in the
other two strands, or “pillars”: domestic support and export subsidies. A more balanced approach is needed,
so that the sensitivities of both developed and developing countries are addressed at the same time as the
oVensive interests of both sets of members.
3 RiggedRules andDouble Standards. Trade, globalisation and the fight against povertyOxfam InternationalMakeTradeFair report 2002.
4 Doha Declaration 2001.
5 http://westernfarmpress.com/news/7-18-05-keep-poker-face-on/
6 http://europa.eu.int/comm/commission–barroso/mandelson/speeches–articles/temp–icentre.cfm?temp%sppm046–en
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Overview of the State of the Negotiations

Agriculture

17. One fundamental objective of the Doha Development Round was to reduce trade-distorting support.
However, several analyses, including Oxfam’s own, project that negotiations, if they follow their current
trajectory, will actually create new opportunities for rich countries to expand trade-distorting agricultural
subsidies. This would severely reduce the value of the Doha Round.

18. Rich countries are demanding the same approach on market access for developed and developing
countries andwant to limit the scope of “special and diVerential treatment” (SDT)measures that would soften
the impact of agricultural tariV reductions for developing countries. For instance, they are resisting granting
developing countries exemptions from tariV reductions for vital food crops or in the case of import surges,
despite the fact that these are flexibilities that have already been agreed to in principle in the talks. Their
defence is that it would create a precedent for blanket protectionism. At the same time, rich countries are
exhibiting double standards, by seeking to ensure that their own “sensitive products”will be exempt from tariV
reductions.

19. A special mandate in the talks was provided in Cancun to negotiate an end to cotton subsidies.7 Even
though a special committee has been set up to negotiate a reduction in cotton subsidies, and a recent WTO
panel found that a number of US programmes are illegal under WTO rules, the USA is maintaining a hard
line on cotton. It argues that the USA should only have to eliminate its trade-distorting cotton programmes
in the context of the overall agricultural negotiations, once it has secured suYcient progress on market access.
It would seem clear that the motive is to reserve these subsidies to use as a bargaining chip in the negotiations.
Again, this is a clear breech of the spirit, and, arguably, the letter of the Doha Development Agenda.

20. The agricultural negotiations are now eVectively deadlocked, as the EU is taking a position that it has
already “moved” by agreeing to use theG20’s proposal put forward at theDalian “mini-Ministerial” as a basis
for its negotiating stance, and that it has already moved on domestic support by reforming the Common
Agricultural Policy. Europe insists that it will not oVer concessions until the US puts a proposal on the table
to reduce its domestic support. The US, meanwhile, says that it will not move until the EU agrees an end date
for export subsidies.

Special and differential treatment

21. In the Doha mandate, all developing countries were promised “special and diVerential treatment” (SDT),
ie additional flexibilities regarding the depth, scope, and pace of commitments by developing countries, which
would take into account their special development needs. These very words were included at least nine times
in the Doha Declaration, and SDT has been a fundamental principle guiding trade commitments since the
time of the GATT. Today, the USA and EU talk about “fair reciprocity” instead, while claiming that special
and diVerential treatment is a barrier to development. They also insist on the exclusion of certain developing
countries from SDT under the newDoha agreements, referring to them as “advanced developing countries”—
even though this term has been neither defined nor linked to development indicators. The countries targeted
have at least two things in common: (a) they are facing significant development challenges and thus must be
permitted to use the flexibilities under WTO rules; and (b) they are perceived as competitors by the rich
countries in certain sectors and are therefore targeted for tougher treatment. In addition, it is Oxfam’s belief
that this insistence on diVerentiation is, in part, derived from a desire to “divide and conquer” developing
countries in the negotiations.

22. India, one of the countries that Europe and the USA wish to exclude from SDT, is still home to more
people living in absolute poverty than the whole of sub-Saharan Africa—35 per cent of Indians live on less
than $2 a day.

Services

23. Developing countries are being pushed to liberalise foreign direct investment in extensive swaths of their
services sectors, which would mean opening up health care, water, banking, education, and other services to
foreign providers. Clearly, full liberalisation of key public services could have severely negative implications
for development and the welfare of vulnerable groups, especially in very poor countries. Opening up other
areas, for example transport and telecommunications, could have a significant impact on developing
countries’ production and trade.
7 http://www.wto.org/english/thewto–e/minist–e/min03–e/min03–10sept–e.htm
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24. WTO talks on services were launched on the basis of “request-oVer”, whereby members oVer to liberalise
specific sectors, in exchange for oVers by other members to liberalise certain sectors of their economies. Under
this approach, developing countries can choose which sectors to oVer to open, and to what extent. But rich
countries have not been satisfied with developing countries’ oVers, and so are seeking to change the basis of
the negotiating process. They are now calling for a negotiated minimum commitment—in terms of number of
sectors and level of ambition—from all members. This goal-post movement is not acceptable at this late stage
of the Round.

25. Under pressure from their corporate lobbies, which are eager to gain access to emerging markets, rich
countries are clearly allowing self-interest to over-rule the legitimate development concerns of developing
countries. So far, most progress in the services talks has been made in “mode 3”, which focuses on commercial
presence or FDI. However, no progress has been made on “mode 4” negotiations—that is of the temporary
movement of personnel—which is of greatest interest to developing countries.

Trade Related Intellectual Property (TRIPS)

26. It was agreed in Doha that WTO members would revise the TRIPS Agreement, to ensure that WTO rules
on intellectual property would not impede access to aVordable medicines. The end-2002 deadline for agreeing
on the outline of an amendment was missed, due to opposition by the USA alone, and in spite of a proposal
on how this could be achieved, tabled by the Africa Group. Subsequently an interim solution was reached,
but never transformed into an amendment. WTO members that cannot produce their own generic medicines
and are too poor to buy expensive patented medicines are still waiting for a legally certain solution to their
predicament. The promise to solve this problem was a key factor in persuading developing countries to agree
to a new Round. Now it is just another broken promise. Other patents issues of interest to developing
countries, such as bio-diversity, are also being ignored in the negotiations.

Other Issues

27. Although a matter of concern for many developing countries, the relationship between WTO rules and
Free TradeAgreements, many of which containWTO-plus provision that threaten development, has not been
addressed in these talks. As pointed out in the report by the Sutherland Commission (2005), there has been
in recent years a proliferation of FTAs, which has resulted in a “spaghetti bowl” of diVerent trade rules and
undermined themultilateral system. At theWTO, developing countries can negotiate in blocs, increasing their
odds of getting a pro-development deal. In addition to imposing a greater burden on exporters from
developing countries (note: Sutherland report said this), “WTO plus” rules in FTAs often undermine
developing countries’ hard-fought gains at the WTO.

28. A pattern of marginalising the priorities of the poorest countries is also clear. For instance, granting Least
Developed Countries duty-free, quota-free market access from developed countries was one of the round’s
objectives, but no progress has been achieved in that area. Preference erosion, a serious concern for many of
the poorest members, has not been seriously addressed in respect of either NAMA or agriculture; now
developed countries are floating the idea of additional trade-related development assistance, rather than a
WTO solution to the problem, to avoid having to address it in the talks. Worse, there is still no amount or
clear process attached to this promise of trade-related development assistance.

State of the Non-Agricultural Market Access (NAMA) Negotiations

29. Oxfam believes that if NAMA negotiations continue along their current trajectory, they will prevent
developing countries from pursuing eVective industrial policies, jeopardising their development strategies;
increase the risk to developing countries of de-industrialisation, unemployment, environmental degradation,
and worsening poverty; fail to address the issue of Northern protectionism, thus missing the opportunity to
contribute towards poverty reduction through improved market access for developing countries; and fail to
uphold the principle of “diVerential treatment” and the promise of “less than full reciprocity” for developing
country members.

30. The industrialised countries are pressing in theNAMA negotiations for developing countries to liberalise,
while at the same time refusing to make a clear commitment to dismantle their own protectionist measures.
For instance, poor countries are being asked to make concessions on tariVs in NAMA, without knowing if or
when non-tariV barriers (NTBs) will be addressed, or if disciplines are to be put on anti-dumping, or what is
on the table in relation to agricultural trade reform.
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31. Despite this being a “development round”, the proposals by rich countries on tariV reductions are
unprecedented in their level of ambition: they would seriously curtail the capacity of developing countries to
implement home-grown industrialisation and development strategies. Not only are rich countries insisting
that developing countries make commitments on 100 per cent of their tariV lines, but they are pushing for the
application of amathematical formula to reduce every single tariV. In the past, developed countries were never
able to agree to cut each and every tariV line, preferring to preserve flexibility. In the Uruguay Round, for
example, they agreed only to target average and minimum cuts (the “Uruguay Round approach” to cutting
tariVs), so that they could pick and choose which lines to cut, and by how much. Now they are trying to hold
developing countries to a more ambitious standard, and are pushing an extremely aggressive formula which
would reduce developing countries’ tariVs muchmore severely than their own. This is contrary to themandate
which calls for less than reciprocal commitments for developing countries.

32. In July 2003, the G90 trade ministers criticised the liberalisation measures proposed in the NAMA
negotiating text, stating that they contradicted “the principle of less than full reciprocity enshrined in theDoha
Ministerial Declaration” and would “further deepen the crisis of de-industrialisation and accentuate the
unemployment and poverty crisis in our countries”. Some developing countries, including India and Brazil,
have expressed concern that rich countries are demanding excessive tariV cuts while continuing to block
imports, such as steel and clothing. Unless the concerns of developing countries are taken into account,
NAMA could prove a major stumbling block to progress in Hong Kong.

33. Although their average tariVs are low, rich countries maintain high tariVs and practise tariV escalation
for products in which developing countries are competitive, such as steel and clothing. The European Union,
for example, imposes tariVs of less than 4 per cent on Indian yarn, but if the yarn is worked into garments, the
tariV jumps to 12 per cent. The average US tariV for all imports is 1.6 per cent, but this rises to 4 per cent for
India and Peru, and to 14–15 per cent for Least Developed Countries (LDCs) such as Bangladesh, Nepal, and
Cambodia.

34. In the talks, there is still no sign that the rich countries are prepared to stop charging more tax on exports
from poorer countries, or honour their promise to provide full market access to the LDCs. If even thisminimal
promise, made to the very poorest countries in the world, is not being fulfilled, then Oxfam believes there
remains little doubt that this can no longer be termed a “development round”.

35. The industrialised countries are also avoiding discussion of certain non-tariV barriers (NTBs), even
though developing countries have flagged themup as the biggest obstacle faced by their exporters—oftenmore
significant than tariVs. Rich countries claim, for instance, that there is no mandate to discuss health and
technical standards in the NAMA talks, but this is not correct. Other NTBs that are abused for protectionist
purposes include anti-dumping measures, restrictive rules of origin, and product standards and plant and
animal safety measures.

36. Rich country negotiators argue that the main benefit of NAMA tariV reductions will be an increase in
South-South trade.While there are potential gains here, the issue should not be used to distract attention from
Northern protectionism. In fact, South-South trade is already growing very fast and there is nothing to prevent
individual developing countries from further liberalising their trade regimes unilaterally, regionally, or as part
of UNCTAD’s global South-South trade negotiations.

37. As with other part of the Doha negotiations, the process for the NAMA talks remains biased towards the
interests of industrialised countries. The interim negotiating text for the NAMA talks contained in the 2004
“July Framework” was unbalanced and opposed by many developing countries, yet it remains the basis for
ongoing talks. Until a group of developing countries tabled a new formula proposal and explicitly rejected the
US and EU-supported Swiss formula, at the July 2005 NAMA talks, Oxfam understands that the chair of the
NAMA talks was ready declare a consensus on the Swiss formula, for instance.

38. Oxfam is concerned that while the UK Government has changed it trade policy to reflect the concerns of
developing countries in relation to the agriculture negotiations (for instance the Labour Party Election 2005
Manifesto commitment that “We do not believe poor countries should be forced to liberalise. We will allow
them to sequence their reforms, so that they can build their capacity to compete globally”8), this new
developmentally-informed stance is not being reflected in its negotiating positions in Brussels and Geneva,
where the UK supports the EC’s position that larger developing countries must open their industrial sectors.
8 P 91, Britain Forward Not Back The Labour Party Manifesto 2005
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Conclusions and Recommendations

39. Oxfam believes that with urgent political intervention, the Doha talks can be kick started and refocused
on development.

40. Members should agree a clear road-map—in terms of content and process—for negotiations between now
and the meeting in Hong Kong in December. Processes for negotiations must be inclusive, transparent, and
member-driven, and members must not be presented at the last minute with texts negotiated by small groups
of members for quick ratification. In addition, SDT must be prioritised in the talks, without developing
countries being expected to make concessions in return for it, as per the Doha mandate.

41. Although competency for WTO trade negotiations lies with the European Commission rather than the
individual member states, the UK can join with other like-minded countries in mandating the Commission
negotiators to recognise and respect developing-country interests including the need to regulate imports
appropriately, while at the same time pushing to reduce European protectionism.

42. Steps should be taken to ensure that negotiations focus on the entirety of themandate, not solely on issues
of interest to industrialised members. The current approach, under which issues that are sensitive for
developing countries, such as market access, are addressed before the sensitive issues for rich countries, is not
balanced and puts developing countries in the unfair position of having to make real concessions in exchange
for vague promises in both the NAMA and agricultural negotiations. Oxfam urges that no agreement should
be made on market access formulae, without first guaranteeing SDT and adherence to “less than full
reciprocity” and making progress on NTBs, such as anti-dumping rules, so that developing countries can
clearly see what they stand to gain and lose by any such agreement.

43. Positive moves to allow developing countries space to develop appropriate agricultural trade and
development policies would meet commitments set out the Doha Declaration to take developmental and food
security considerations fully into account. The UK had said it is broadly supportive of a “special safeguard
mechanism” and “special products”, provided these are not used as tools for blanket developing country
protectionism. This is positive although the UK needs to be much more proactive and vocal in supporting
these initiatives.

44. Developed countries should stop asking developing countries to agree commitments that they are not
themselves ready to undertake: for example, sharp reductions in domestic agricultural subsidies.

45. The General Council should confirm that discussion of categorisation of countries is not part of the Doha
mandate. All countries in the developing country and LDC categories must retain access to “special and
diVerential treatment”, a fundamental component of WTO rules.

46. The General Council should confirm that the objective of negotiations on cotton is to eliminate all trade-
distorting subsidies on cotton and that a timeline for such elimination will be decided by Hong Kong. This
would send the signal that the WTO talks will deliver on urgent development issues, even though progress has
been stalled. Action on cotton subsidies should be de-linked from progress overall in the agriculture
Negotiations.

In the NAMA Negotiations

47. As negotiations gear up to theHongKongMinisterial in December 2005, members should ask themselves
what a pro-development outcome would look like. Thought should be given to the right process for arriving
at such an agreement, and negotiators should bear inmind that the July 2004 agreement specifically states that
none of that text was agreed definitively. There are currently a variety of proposals on the table. Oxfam would
urge rich country negotiators use the principle of SDT and “less than full reciprocity” to guide the selection
of formula approach. The Swiss formula, proposed by the USA in the NAMA negotiations, does not match
these criteria, unless coeYcients are very far apart (and the USA has consistently said it will not accept widely-
spaced coeYcients).

48. Oxfam believes that a new approach is needed to a number of issues, as the current text is not an
appropriate basis for agreeing a pro-development agreement on NAMA. In keeping with the Doha mandate,
the principles of “special and diVerential treatment” and “less than full reciprocity” must be reflected in the
negotiations. Developing countries must be given suYcient flexibility to pursue industrial development, create
jobs and protect the environment.

49. Oxfam believes the final NAMA package should contain the following elements:

— Developing countries should be allowed to choose which tariV lines to bind along with the rates at
which they bind. No tariV that developing countries bind in this round should be subject to cuts;
binding is already a concession.
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— Developing countries should have the flexibility to choose which tariVs they reduce and by how
much. Setting targets for an average reduction would be better than adopting a “formula approach”
to market access.

— If a formula is agreed, it must allow developing countries to exempt key sectors from tariV reductions
or even to raise tariVs on the grounds of economic development policies, environmental concerns,
rural development, employment, or poverty reduction.

— The agreement must radically improve developing country access to rich country markets by
eliminating tariV peaks and escalation. Imposition of a cap on tariVs set by industrialised countries
should be considered.

— Measures must be agreed to prevent protectionist abuse of anti-dumping actions and product
standards, and excessively demanding rules of origin.

— LDCs should be exempt from all tariV commitments, including binding. They should be granted
duty- and quota-free access to rich-country markets, bound at the WTO.

— Initiatives to eliminate or harmonise tariVs in whole economic sectors should be rejected.

— Studies should be carried out to assess the impact of possible future liberalisation commitments on
the environment and on the livelihoods of people living in poverty.

— For environmentally sensitive sectors such as fisheries and forestry, there should be no negotiations
without full impact assessments.

— Preference erosion must be dealt with by WTO members, particularly those who created the
preference system, who should at a minimum provide bilateral assistance to preference-dependent
countries, commensurate with the impact of preference erosion resulting from implementation of the
current round. This should be a binding commitment.

— The negotiating process must ensure greater participation of developing countries, and the July 2004
Framework for NAMA should not be taken as an agreement. All NAMA-related issues should be
discussed at the NAMA negotiating body, even if they are negotiated elsewhere.
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