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The European Centre for International Political Economy (ECIPE) hosted a panel to

discuss the past, present and future problems inbuilt in the GATT/WTO. On November

14" 2007, the world trading system entered its 7" year of trade negotiations in what

came to be known as the Doha Round. While at its launch member countries set a
deadline of a Ilittle more than three years f
consensus that not only was this deadline unrealistic but also that talks are likely to

simmer for another three to four years before an agreement may be reached. The
conferencebs presentations and discussions ai
delay, the underlining problems of the world trade regime and the possible solutions for

the intricacies of current and future multilateral trade negotiations.

Speakers in this panel were:

e Mr. Fredrik Erixon, Director, ECIPE

e Mr. Roderick Abbott, Former Deputy Director of the WTO

e Mr. Patrick Low, Chief Economist (Director of Economic Research and Statistics)
at the World Trade Organization

e Mr. Peter Kleen, Senior Fellow of ECIPE and Former Director General of the
National Board of Trade in Sweden

e Mr . Lars Anelll , Chairman of | CCenerd Poltp mmi s s i
and Former Chairman of the GATT
e Dr . Patrick Messerlin, Professor of Pari s

doE£conomie Mondi al e
e Ms. Signe Ratso, Director Responsible for WTO Affairs, DG Trade, European
Commission

Mr. Fredrik Erixon, co-Director of ECIPE, briefly introduced the session and presented
the speakers.
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Mr. Roderick Abbott, Former Deputy Director of the WTO, introduced the
presentations and moderated the panel discussion. While elaborating on the genesis of

the world trading regime and the GATT/WTO system, Mr. Abbott revisited the history of

trading entities such as Custom Unions (CU). Of particular interest, he maintained, was

the interaction between the concepts of reciprocal and unilateral trade liberalization on

the one hand, and multilateral and preferential trade agreements on the other. He

further reminded the audience that the rise of such debates can be dated as far back as

the creation of the German Zollverein (1834-1 8 6 6 ) , whi ch MrWorldPatri c
Trade Report 2007 discusses.

Mr. Patrick Low, Chief Economist (Director of Economic Research and Statistics) at
the World Trade Organization, began his presentation with an overview of his findings in
the World Trade Report 2007. In particular, Mr. Low briefly highlighted what has been
learned in the past sixty years of GATT/WTO sponsored reciprocal trade liberalization.
In discussing matters ranging from agenda formation to the decision-making process,
he not only explained these processes, but more substantially, also underlined the
limitations of consensus based decision-making.

In addressing the issue of agenda formation, Mr. Low stressed the importance of

domestic interest groups. Notably, he reminded the audience of the crucial influence of

the American pharmaceutical industry both before and during the Uruguay Round

TRIPs negotiations. Mr. Low, however, raised some of his concerns about the increased
complexities of the fAnew iIissueso treated by
position of interest groups during the agenda formation and negotiation processes.

Whi | e addressing t -imaking Vgioc2sss Mr.dlow iusderimed the
implications of decision by consensus and single-undertaking in multilateral
negotiations. He argued these two practices not only slow the pace of negotiations and
agenda formation, but they also impart non-negligible pecuniary implementation costs to
small poor countries who, more often than not, do not benefit directly from these
agreements. In order to circumvent such problems, Mr. Low introduced the concept of
Acritical rmaakirgy n wilieh adecisions are taken by a group of countries
representing a critical share of organizati on
emphasised the necessity for such a decision-making mechanism to be self-enforcing in
order to avoid free-riding problems. As a matter of fact, given that free-riders are only
significantly pernicious when their behaviour destabilizes the system, a self-enforcing
critical mass decision-making system means that countries only commit to an
agreement if all the principal parties concerned are implicated. Consequently,
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introducing such a reform would create a two-speed system that would increase the
rapidity, efficiency and fairness of agenda formation, negotiations, and decision-making.

Mr. Low acknowledged, however, that while he believed such reform to be globally
beneficial for the WTO, the implementation process would not proceed without
problems. More fundamentally, he highlighted the opposition of such countries as India
and Brazil given their fear of losing part of their weight in the decision-making process.
He stressed, nonetheless, that these fears were unfounded as the very definition of
critical mass would impart an implicit veto-power to these two heavy weight countries.

I n closing, Mr Low reminded the audience of M
WTO has successfully moved forward in the areas of litigation and legislation, a
Ami ssing middleo stildl S, hebcaliedsfor she developmentafer t o

formal dialogues between members on the one hand, and between members and civil
society on the other.

Mr. Peter Kleen, Senior Fellow of ECIPE and Former Director General of the National
Board of Trade in Sweden, presented his findings in his new essay So Alike and Yet So
Different. A Comparison of the Uruguay Round and the Doha Round and contrasted
them with the current state of affairs. Mr. Kleen divided his presentation in three main
parts: the identification of general characteristics (driving forces, evolution of the
negotiation agenda, main actors), current problems and future strategies, and lessons
and insights for future negotiations in the WTO.

In the first part of his presentation, Mr. Kleen contrasted the different background and

settings of the Uruguay and Doha Rounds. Despite some similarities, such as the
commitment to deal with tariff concessions, agricultural subsidies, non-tariff measures

and service commitments, their backdrops differ significantly. Notably he stressed that

the principal driving force behind the Uruguay Round was a United States intent on
countering rising domestic protectionist sentiment. As such, the US pushed for the
(re)inclusion of agriculture, services, investment and intellectual property rights. The

Doha Round, however, is mainly a result of the built-in agenda left behind by the

previous Round, and the willingness of the European Union to introduce new issues

(the so called Singapore issues). The difference is still more remarkable, he maintained,

when one analyses how both rounds treated t|
Uruguay Roundds new iIissues were at the core
have clearly been more of a fAhot pmaimbasisd and
for the exchange of concessions.
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In the second part of his speech, Mr. Kleen elaborated on the current state of affairs, the

main problems of the negotiation process, and future strategies. With the dropping of

three of the Singapore Issues (only trade facilitation remains on the agenda), he
stressed the focus of the negotiation process
subsidies on agricultural products, EU tariffs on agricultural products, and tariffs on

industrial products in some major developing countries). Indeed, by abandoning such

issues as investment, competition policy, and government procurement, Mr. Kleen

argued, the number of areas in which governments can trade concessions were
significantly reduced. Adding to this, he stressed the uncertainties surrounding the

Special and Differential Treatment (S&D) as a current and future contention point

between developed and developing countries. Indeed, while the Uruguay Round did not

make it explicit, and by introducing single-undertaking arguably applied reversed S&D,

the Doha Round grants it a prominent place on the agenda with high focus on rhetoric

and far-reaching pledges. Such a significant focus on S&D, Mr Kleen highlighted, has
unrealistically r ai s e dctattbesvardl rengered the negotiatioh r i e s 6
process more intricate.

Finally, Mr. Kleen discussed what, in his opinion, are the main insights and lessons for

the future. Given the current south/south and north/north coalition structure and the

greater involvement of anti-free trade non-governmental-organizations (NGO), he not

only stressed the necessity to gather a fAcr.i
behind the main points of the negotiating platform but he also called for greater
involvement of the business community. He further expressed his belief that, since the
Aeasyo part of the multil ater al agenda i s ove
and subsidies in sensitive products, support and engagement of Civil Society is critical.

In closing, he underlined that while the Doha Round was likely to be the last big trade

round in the short run, the necessity for new negotiations are inevitable. In the

meantime, the WTO should focus on its watchdog functions such as the TPRM and

dispute settlement, among others.

Mr. Lars Anell, Chai r man of | CC6bs Commi ssion on Trade
Former Chairman of the GATT, divided his comments in three main parts: developing
countries and the Dispute Settlement Body (DSB), developing countries and trade
negotiations, and differences between the Uruguay and the Doha Rounds. First, while
considering developing countries experiences with the DSB, Mr. Anell acknowledged
the ineffectiveness of trade retaliatfoohn. Not
he maintained, but the i mpact of a developin
States or the European Union is at best derisory. A solution, Mr. Anell suggested, would
be to introduce the concept of mandatory compensation by which countries found guilty
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by the appellate body would have to compensate the plaintiff with trade concessions in
other areas. He further added that whatever domestic political costs this measure
should create, it should not be a factor taken into consideration by the appellate body
and should in fact be seen as a fair part of the cost of compensation itself.

Second, Mr . Anel | expressed his beli-ader t hat
status in trade negotiation is at best a disservice to them. Indeed, by avoiding full
commitment to trade liberalization, not only do developing countries increase
protectionist rents, but they also strengthen
liberalization. As such, Mr. Anell highlighted, S&D would only increase the ability of

developing countries to avoid implementation of welfare enhancing trade policy.

Finally, Mr. Anell elaborated on the differences between the Uruguay and the Doha
Rounds. By reminding the audience that he was a part of the Café-au-Lait Group (a
group of developed and developing outward-looking countries during the agenda
formation and negotiation phases of the Uruguay Round), he argued that while the
Punta Del Este Ministerial was charged with substantial positive energy, the Doha
Ministerial took place amongst controversy and debate surrouding the agenda to be
adopted. Furthermore, Mr. Anell stressed the reluctance of many developing countries
to reduce their industrial products tariffs by fear of seeing China reap all the benefits. In
closing, he denied that the business community was not actively supporting the round.

Ms. Signhe Ratso, Director Responsible for WTO Affairs, DG Trade, European
Commission, started her presentation by expressing her belief that the world economic
system has entered into a phase where economic openness is under threat. While a
fairer and better economic system has been built, she maintained, protectionist
sentiment has spread through global civil society, government institutions, and political
parties. A case in point, Ms. Ratso argued, was the current NAFTA bashing by the
Democratic Party in the United States despite the growing consensus of the
agreement s positive welfare effects among s
beliefs in the positive welfare effects of a Doha Round agreement, Ms. Ratso underlined
the need for the formation of a significant and influential movement for trade
liberalization.

Following these initial remarks, Ms. Ratso elaborated on the state of affairs of the Doha
Round negotiations.In parti cul ar, she maintained that wh
thesis that negotiations have become more difficult after the cutback in issues on the
agenda, she did not believe that the number of available trade-offs have been
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proportionately reduced. She argued, however, that in her opinion the current situation
implied that negotiations can no longer be concluded by economic arguments alone.

Finally, Ms. Ratso refuted the idea that the
issues meant that these issues were only part of a bluffing strategy. Indeed she
highlighted her belief that they were and still are a positive step in the path of economic
development. Finally, when considering the current state of negotiations, Mr. Ratso

stressed the importance of business community involvement for the conclusion of the

Round.

Dr. Patrick Messerlin, Professor at Pari sos I nstitut
dof£conomi e Mondi al e, el aborated on the simil a
studies. First, Dr . Messerlin stressed that both studie
Despite the differences in terminology -(whil e
making process, Mr . Kl eenés analyses the inte
the negotiation process) both studies, he maintains, reach the same conclusion: the

need for critical mass decision-making. Although in agreement with this conclusion, Dr.
Messerlin objected to these studiesd common a

role to play in the short run. Indeed, while China has so far kept a low profile in the
negotiations, he argued, the sheer size of the Chinese economy and the accession
process tariff concessions it made implies that China exerts a passive but nonetheless
non-negligible influence in the negotiations.

Second, Dr. Messerlin highlighted that both studies discuss the successes, or lack of
thereof, of the Uruguay and the Doha Rounds. In contrast to the conclusions of Mr.

Kl eenb6s paper, however , hdwhen dorsidesing the agendama i nt a i

formation process, both rounds were equally
probable inhibited expansion of rule-making to new areas relative to the Uruguay Round

would be largely compensated by significant advances in market access. In this sense,

Dr. Messerlin concluded, it would be precipitate to assert that a future Doha Round
agreement would be less successful than the Uruguay Round Agreement.

In closing, Dr. Messerlin expressed his opinion on the current stalemate in negotiations.
While not discarding completely the reasons put forward by Mr. Low and Mr. Kleen, Dr.
Messerlin justified the current deadlock by elaborating on the spread of democracy
worldwide. Indeed, he argued, in the past the GATT was mainly driven by democracies
whose actions and foreign (economic) policymaking were severely constrained by the
looming threat of the Soviet Union. With the fall of the Eastern-Block, Dr. Messerlain
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stressed, the world trade regime has for the first time beenruled by it r ued democr ac
of which inertia is one of their inherent characteristics.



