From: Action Aid Mozambique

Them 10: Fair trade and equal distribution 

International trade versus poverty eradication

The 4th WTO Ministerial Conference provides WTO members with an opportunity to level the playing field in international trade and put development and poverty eradication at the heart of WTO rule making.   This will not be achieved by introducing new issues and ever more complex agendas.  Rather, it requires the rich industrialised nations to deliver on their commitments to reduce protectionism, while taking a sympathetic approach to the implementation difficulties faced by the world’s poorest countries.   

Unless significant changes are seen in policy and practice at the WTO, the international trading practices of the rich nations will continue to undermine their stated commitment to development and a more equal world.  

ActionAid opposes the introduction of “new issues” as part of a new round and believes that, instead, the WTO should focus on making its Agreements work for development and the eradication of poverty by, for example
:

· Generating a reformed Agreement on Agriculture that has food security at its core by introducing a Development Box that allows increased flexibility for developing count ries to support and develop their agricultural sectors and ensures that the benefits of trade rules accrue to small farmers, not agribusiness, in both the south and the north.

· Increasing market access for exports from developing countries by reducing domestic subsidies in the North; eliminating export subsidies and instituting reforms to deal with tariff escalation and tariff peaks.

· Reviewing the TRIPS Agreement, including a substantive review of Article 27.3(b) so that TRIPs takes account of developing country concerns regarding patents on life; supports countries to develop their own “sui generis” national laws;  and ensures that TRIPs does nothing to undermine the rights of local communities and farmers over traditional knowledge, innovations, practises and technologies.  Ensuring that the TRIPs Agreement enables developing countries to have affordable access to essential pharmaceuticals and to transfers of technology.

· Postponing any changes to the structure and architecture of the Services Agreement (GATS) since these are designed to impose further liberalisation.  The current “bottom up” arrangements in the Agreement have worked well for developing countries and should be retained.

· Reforming the Marrakesh Decision to make it an effective tool in guaranteeing food security.  The Decision should incorporate targeted resource commitments for agricultural development, without harsh conditionalities, and an improved role for food aid.

ActionAid believes that, against a background of increasing developing country scepticism and dissatisfaction, such measures would constitute a testament of goodwill and open the way for renewed cooperation amongst WTO member states.

Insincere and Incomplete Implementation

When they signed the Uruguay Round, developing and least developed countries
 believed that once the Agreements were implemented they would benefit from

increased access to the markets of the North and an improvement in the terms on which they would be integrated into the world economy.  These benefits have failed to materialise.  

The estimated cost of trade barriers in the North to the economies of the South is $100 billion+ every year
.   This protectionism undermines Northern development policy since it is much larger than the development aid (grant aid and export credits) provided by the North to the South.
  

Rather than reducing trade barriers, the stratagems employed by many OECD countries have resulted in increased tariffs on products that are of key interest to the developing world.  According to the WTO Secretariat:

“The products of greatest interest to the least-developed countries & many agricultural products together with clothing and other labour-intensive manufactures are among the most heavily protected in the markets of their current and potential trading partners, both developed and developing”.
  

This protectionism is a clear indication of the wide gap between rhetoric and reality in the practices of industrialised countries when it comes to free markets.   Their lack of commitment is further evidenced by their behaviour in relation to subsidies. 

In 1998, 24 OECD countries
 provided total agricultural support of about US$ 335 billion, with producer support at US$ 251 billion.   This makes total support to domestic agriculture in these countries three times larger than the level of official aid flows
. 

According to the WTO, data suggest that agricultural markets are significantly affected by subsidized exports.  For wheat and dairy products, existing reduction commitments would still allow a large share of world exports to be affected
.

Implementation versus Expansion

Developing countries are facing severe difficulties in the technical implementation of their existing WTO obligations due to lack of skilled personnel, equipment and other infrastructure, and financial resources.  The total failure of the “Integrated Framework” and the very slow implementation of World Bank capacity building interventions means that most developing countries are little better equipped to engage in WTO issues than they were before Seattle. 

Adding “new issues” - competition and investment policies, transparency in government procurement, trade facilitation and new rules on environment and labour - to the agenda would completely overwhelm many of them.  At minimum, it would decrease their ability to concentrate on those negotiations that are already timetabled for Agriculture and Services as well as the reviews of TRIPs and the Dispute Settlement Process.

Given the history developed country manipulation of the spirit of WTO Agreements in order to further their own commercial interests, poor countries have lost faith in the good intentions of their wealthier WTO colleagues.  Statements from the EU and others, that the imbalances in existing agreements can only be addressed within the context of a “new round” alongside the “new issues” only reinforce the view that developed countries lack the political will to redress existing inequalities and reform the international trading system for the benefit of poor people and development.  As the Indonesian Ambassador to the WTO put it “Indonesia has learned a very good lesson from past experience, that a proposal that looks fair on the surface may have very different and serious consequences.  To understand what is really at stake we certainly need to understand fully all factors and implications…”

ActionAid believes that until such time as all WTO members have the capacity to negotiate on an informed and equal basis, expanding the agenda through a new round would only serve to further disadvantage developing countries.  

� For a full account of ActionAid’s recommendations, please see the accompanying issue-specific papers.


� For a good overview of the GATS Agreement see “Trading Health Care Away”, Cornerhouse Briefing 23, 2001.  Available at http://cornerhouse.icaap.org


� Unless specifically differentiated, the term “developing country” will be used to include both developing and Least Developed countries.
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