WIO Note s from Hong K ong/ 13 De cember 2005
| ssues Crystallise in WIO Hong Kong Meet
Ar un Goy al

Thef irst dayof the WTO was marked by therit ualofpro tests int he
streets o f Hong Kong. Th e busy t raffic was stopped t ol et t he
demamstr ators h ave their say. Those who junmped into the Hon g Kong
harb our shoutin g "down,d own WTCO toowereres cued quick |y and giv en
first aid. Theco nventio n secretar i atpo stedse curi tyonth e hallro of
top, they feared that somebody may jumpof f ina suicidal attenpt to
magni fy t he impact o f hi s opposition t o world t rade. Th e crowd
consisted largely of farmers fr om Korea, | ndonesia and, o f cours e,

I ndi a .

PascalL amy, the new Dir ect or General ofthe WT O has a softco rner for
NGOs. He all owed some oft heplacard waving crowdt o enterthema in
i naugural sessi on. The 2,0 00 NGG were given place in the main hall
itselfa nd notpa ckedof f to afarof f placetosay first day.La my is
the skil I edne gotiator who is bri nging everybodyonth e table to hamrer
outa n agreement, hemusthav e everybodyon thet able.J umpintot he
harb our,li e downon thero ad. The y are main tai ning stri ct securi ty on
the roof ofth e conventi on hall,t he protest orsmay justre achth e top
and o ne oft hemmay justj umpof f ina suicidal attenpt to high |ig ht
the WIO.

To begin wit h, L amy has st ructured the negotiations topu t the mae
diff icult it ems of a gri cult ure and industrial tariff s fi rst ont he
negotiat i on ag enda. Myvement forward ont hese subje ctswi || dete rmine
whet her theot her subjectsof special interest toln diacon sistin g of
services, trade facil itationan d anti dumpingwi Ilb e takenup . Ina
sense t his i s disadvantageous t o | ndia since it has a defe nsi ve
position in |l ine wth the EU and Japan on agri tariffs.In dia is
aggr essi ve only in agri subsidies buth as Ii ttl e prospectof getting
i ntothe de vel oped countrie s market on account ofl owquali ty andal so

the NTBsonth e agro products.

Japanaid to agri sector in LDCs: Japan has offe redanai d package of
$10 b n spread overt hree years toi nprove the agri cult ure inl east

devel oped countries. T heplan includes infra str ucture develop nent,
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trainingan d aspe cial package to promote bo th prod ucti oninthe ho me
country andse Ilin g to theJ apanese ma ket. Therei s alsoa provision
to invol ve n eig hbouri ng a dvanced d evel opin g countries |ike Indiawho
wi Il give technical guidance tot heL DC. The G -90 consisti ngof the
nume ous sm alle r countrie s in the ACP ( Afr ica Caribbean and Pac ifi c)
grouping generally s ide wt h the EU whic h givest hem preferent al

mark eta ccess as a part ofth e erstwhil e colo nial conmit ment.

Least Devel oped countrie s consistingof44me nbers arelo oking fordu ty
freeacc essinth e key US mark et. Inre turn, they are ready to stand by
the devel oped countri es. They do notha ve to meke any commit ments as of
now, it isint heir interests to go with whoever isof feringthe mthe

bestter nms as of now.

Agriculture tariffs and subsidies: Proposals f or re ductions by
devel oped countri esr ange froma 45 perc ent maxi mumcut wt h no tari ff
ceil ing intheG-10'spr oposal, to a 90 percent maxi mumcut witha 75
percent ¢ ap proposed by the US. The EU's offer of an average farm
tari ffc ut of agricul tural 46 percent has been crit ici sedasto o |ow by
the US, theCairms Groupofag riculturalexp ort ers and the G20, which
wants dev elo pedco untr ies tocu t tari ffsby54pe rcent while develo ping
countrie s do so by 36 pe rcent. Meanwhil e, so me EUmember states, mo st

vocal ly France, have slammed theoffer forb eing too high.

On agri subsidies, there isag reement to remove allex port subsid i es by
1 Mar ch, 20 06. However,t here isno novemento n thet rade distorti ng
domestic subsidies c overing t he amber bo x and production Ilimiti ng

neasures (t he blu e box).

In early Octo ber, the US off ered to reduce the bulk ofi tst rade-
di st orti ng donestics upport by 60 percent over a fi ve-y earpe rio d with
the condition that E U and Japan reducet heirs by 83 percent). T he
Euro peans are readyt o comedownt o 70 perce nt. Thi s is seen as amove

agai nst US planst o shelter itsco unter-c yclicalpa yments - subsidie s
to farmest hat increasewith a fall int he value of season-average
mark etp ric es forcom nmoditi es— in the Blue Box.

Wthreg ardtoa timefranme,th e G-20 hass uggest ed" fr ontl oadi ng" the
cuts, s o as to ac hieve re al cu ts i n s ubsidies, given th at may
countrie s haveth e ri ght topr ovi de hig hersu bsi die s thanth ey actually

do — theirb ound Amber Box |evels arehi gher thanth eirap pli ed | evels .
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The G20 hasalsost ressed thene ed forac curateba se |evelsan d avoi d-
ance of "boxsh ift ing," whic h entail s m&ing mnorch angest o tr ade-
di st orti ng subsidies in order to nove themtoth e BlueBox or Geen Box
(decoupl ed subsidies that are not subject tore duction commit ments).

Indiamust cut industrial tariffs; India isde finitel y in the firin g
line. Itha s alr eadyof fered to cutit s bound rates by half . Thisme ans
thatthecu rrent bound rate of 40 per cent and 25 perc entco veringso nme
twot hir d ofth e tarif f |li nes nmust cone downto 20 percentan d 12.5
perc ent. Co nmerce minister Kamd Nath said in a joint statementw ith
Brazila nd Argentina to theFi nance ni ni ster of the G-7countries on 2
December that t he 50 percent c ut ca n be i nproved f urther ift he
EuropeanUnionisrea dy to play ballan d offer deeper cuts on subsidies
and tari ffs. O course, thisma y be mee post uri ng knowingth at EU is
no posit iontore duceit s agrisub sidiesas of now. The European Uni on
demands a coef fic i ent of 15 on the pa rt oft he Develo ping countri es in
the formulafo r duty cuts, this willme an that India nustcu t its bound
rates by three fourt hst o bringthe m down tof iveto sevenp ercent.
Paki stan, which al so co -ordi nate s the NAMA negotia tio ns co veri ng
i ndustri al tari ffs has sug gested a coeff icient of 30which too will
work to India'sdi sadvantage. (The high er the coeffi cient, the | ower
the dutycu t.) We havetal kedofa coefficient of50orsotha t the

amounto f tari ff cutsbyev erybodyiseq wuali zed.

One thir d of the total 12,000 ors o of thel ndiant ariffli nesar e not
bound at WT O. The applied rate in nostofth esecas es is currentlyat
the peakof 15pe rcent. Thefo rmula for the unbound rates has notbe en
work ed o ut but it wil | notb e doublet he applied rate as suggest ed by

the i ndustr y associat i on.

India and South Afr ica, shoto ff a letter to Min isteri alC hair John
Tsang arguing t hatt he curr ent basis for the negotiati ons did not
adequate |y r efl ect devel opmental concerns. T he group said thati ts

members w ere being as ked to make ' dis proportion ate' cuts to their
i ndustri al ta rif fs, Th e group emphasise d t hat t he f |exibil iti es
accorded to dev elo ping countries (Paragraph8 of the NAMA mandate in
Annex B of the?20 04J uly Framenork) all owsex empgion of fivepe rcent of
the lines fromre duct i ons. TheUS andth e EU anong others,ha ve taken
the posi tion thatdev elo ping countrie s shoul d giveup at |east some of

these fl exibili ties in return for a mael enient formula. The nine
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countrie s, whic h also included Argenti na, Brazil, Eg ypt , Indonesi a,
Namibia, th e Phili ppi nes and Venezuela, called for rich countries to
removehighta rif fs, tariff peaksand tariffesc alation on products of

exporti nterest to devel opi ng countri es.

Indi aemerges as |leader: Alsa id anddo ne,In diaha s madego od progress
in handl ingtr adeneg oti ati ons. It is ale ader in its ownri ghtinbo th
FIPS (Fi ve InterestedPa rties) consistingofth e EU, theUS, Australia,
Brazila ndl ndia. Similarly, the G-20 group of develo ping countries ,
whic h came togeth erb efore Cancun to push for steep reducti onsinri ch
country f arm subsidies, has def ied expectati ons that itwould fall
apart toenerge as a cohesivefo rceinth e negotiatio ns. Me nbers of the
group, wh ich includes Brazil, China, India and South Africa, have
successf ull y bri dged t heir d is parate in terests t o pr esent j oint
proposal s in every aspect of the agriculture tal ks.Th e G-20 al sopl ays
a sig nif icantr olein support i ng ot her develop ing co untr y allia nces,
suchas theG-33, whic h focuseson food security , livelihoodan d rural

devel opment co ncer ns.

Qutcone not rosy : The plenary session is schedul ed to exami ne the

cott ons ectoral initi ati ve put forward by four West Afri canco untrie s,
and the EU's refus al of thir d party ri ghts in thel ongstandi ngb anana
di spute.

M Lamy estimates that by t he end of the Hong Kong meeti ng, t he
negotiat ions could a chieve b etween 55 and 66 percent of th e Doha
Round's final outcone. This ma be amhtio us unle sst here are sone
agreed numters in the finalo utc ome mee stat ement of n ew deadl in es

wi Il not he I p.

A lot d epends upon what US and EU choose tor eveal o f their n ew
positions to bring the Hong Kong Meeti ng toa good concl usi on. Very
often,t heyar e knownto bringinfr eshpoints lateinth e negotiations

strategy.

Acadeny of Busi ness Studies
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