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DG press conference on 12 December

Keith Rockwell

Thank you for your patience.  Welcome to this press conference with Director-General Lamy.  Mr Lamy will give a brief statement then will take your questions.  We will have about half an hour.  Director-General please.
Director-General

Well we have until your dinner with Banki Moon.  OK.  Well our starting point for the last weeks has been as you all know these G20 leaders' statement instructing ministers to conclude modalities before the end of this year. And, to be fair, pressure resulting from this determination have helped negotiations move forward. They have allowed chairs to revise texts in good conditions and these drafts which have been generally well received are, I think, the evidence for those who have read it that we are very close to the end goal of modalities.  Now on Monday and with these texts on the table I told Members that my sense was that before calling Ministers in Geneva we had to do a round of serious political testing of the chances of bridging the gaps remaining on three issues:  safeguard mechanism, sectors and cotton.  Now: not that these are the only issues open. There is a variety of other issues that remain to be closed. For some Members these three issues are not even the most important issues for them. But without a greater sense of these three issues being bridgeable I gave them my view that we would not be able to stabilize the rest.  Over the last several days together with the chairs I have spoken at great length with a handful of Ministers trying to find ways to narrow the gaps on these three issues.  You have all seen my statement to the Heads of Delegation and you know where we are on the each of the three issues. On cotton my sense is that we can see the way forward in agreement both technically and politically.  On the SSM and on sectors the problem is not that we lack technical solutions; it's that politically speaking negotiators do not want to move at this time.  For the SSM the precise point is the link between the duration of the safeguard and the fall in domestic prices -- that the issue. And on sectors it is whether or not the NAMA July Package provides a level of ambition which makes sectors essential or complementary to an outcome, and what I told the Members on this is that, for some, sectors where the cherry on the pie of NAMA formulas; for others, sectors is the pie on the cherry of NAMA formulas.  Now the reality is that despite the leaders' desire to get to a deal it hasn't translated into enough will at this stage. I think that there was in reality not the readiness to politically compromise at this stage. And my own appreciation, which I shared this morning in the green room with a number of ambassadors -- there was not unanimous view about this but it was a great overwhelming majority of them -- was that calling Ministers in these circumstances was tantamount to running too high a risk and an unacceptable risk which could damage what's on the table the Round and more generally the WTO system as a whole.

So after these consultations, after these discussions, I have recommended today that Ministers do not come to Geneva next week to finalize this deal on NAMA modalities.  I think locking a deal now would have greatly improved our chances for completing the Round next year. I think in these very difficult economic times it could have sent welcome signals to the market and to the public that governments can work together to address the problems that confront us. But the reality is otherwise. Now I am under no illusion that reaching agreement on modalities next year would be any easier than this year. In fact, should economic conditions further deteriorate as most analysts expect, it could even prove to be more difficult. But the reasons to conclude the Round as soon as possible, if that is the case, would be even more pressing next year. The financial crisis has very quickly become an economic emergency; unemployment is rising sharply; evidence of surging protectionist measures are to be seen in many places around this planet; markets, as you can see, remain extremely nervous and volatile; trade flows are on the decline with dire consequences for many developing countries, as evidenced by the many stories you have written on this.

So my view is that next year the world will be in even more need of reassurance that governments can take their collective responsibility to strengthen the trading system through a Doha agreement. As one ambassador said in the green room this morning the value of what's on the table has seriously increased since last July. 
Now: this clearly a set-back for the negotiations. It is not the first one: set-backs are part of every round that the GATT and then the WTO have lived through. And we now need to think of how to assemble the necessary political will to move fast forward next year. Many of you have written that doing this before the end of the year was the last chance to get the Round done and this reminded me of an old cowboy saying about drinking in the "last chance saloon". What cowboys say is that there is always another round in the "last chance saloon". What we now await is, as I said, political commitment. All of us know that 09 will be with a different political environment. No one of us neither myself knows precisely what this means for the round but I think given the progress made for the last six months there is good ground to continue in 09. And I will be holding a series of consultations in various formats including a trade negotiation committee next week to map our next steps and that is where I am going to focus after this press conference. So stay tuned for a bit of time please.
Dan Pruzin, BNA
DG in your remarks to the TNC there is a little bit that has some of us scratching our heads and that is the reference to the "48 hours", "unless there is dramatic change in the next 48 hours". And you say that leaders -- some leaders -- have asked for these 48 hours could you please elaborate who has been asking for this additional time and whether there is any realistic chance that something is going to change within that period which would make you change your mind and convene a ministerial.

Director-General

Well as I said to the heads of delegation I have inserted this 48 hours clause this morning after a few phone calls I got from leaders themselves. Now I usually do not disclose this and I will keep to this good tradition. I don't think those among the leaders who called me expect me to tell you that they called me. If they want to ask they will do that on their side. They are the leaders and I am the one whom they have asked to provide for this sort of safety valve in case political instructions would not have reached negotiators which assume they would have been there or in case new fresh political instructions could come and I think it is only fair to a give it a chance.

Ravi Kanth
I have two questions, Mr Lamy.  To start with, what are the lessons that you learned after this fourth failed ministerial meeting in your time in your tenure? And second, on cotton: you say "my sense is that there was a technical solution if the political will was there". If one had seen, over the last three or four days meetings on video conference, cotton figured once between Kamal Nath and Susan Schwab and I believe the USTR did not give a clear answer.  The cotton four countries have not been involved at all in either the video conferences or outside the video conference.  What is the technical solution and political will that you are talking about?
DG

On the first one you are older, Ravi, than I am in the WTO so you know if you read the story of rounds, including rounds with much smaller number of participants and smaller number of topics that this process, is pretty hectic it has always been hectic it has always been bumpy. There have always been moves, setbacks, moves, setbacks but at the end of the day the eight previous rounds succeeded. So my benchmark is not whether I give you good news or bad news. My benchmark is "have we made progress?"  If you have read this text which was issued on Saturday, if you read it and compared it to where we were in July and compared it to where we were in July last year, there is immense progress. That is my focus. And the way these texts have been received by the Members, and I am sure you have collected your own information on this, is not comparable to the way the previous delivery was received, which was not comparable to the way the previous delivery was received. So what's on the table has moved and we are much closer than we were in July, and in July we were much closer than at the beginning of this year.  Now, on cotton: yes, I have had video conferences, which apparently you had the chance to attend – which I am sure will make your colleagues a bit jealous and rightly so.  I have had phone calls which to my knowledge you did not attend. I have to be very prudent of course. Including this morning with Minister Sanou from Burkina Faso. What I am saying is that, on cotton, the technical zone is identified: how much in the amber box between 0 and x how much in the blue box between y and z.  US number EU number. That is reasonably simple.  On the political side the sort of resistances I met on the SSM or on sectoral is not there on cotton. Both sides are ready to converge which is why if it was only for cotton I would have happily pushed on the button for having ministers here.
Jamil Chade
Mr Lamy there is almost an urban myth in Geneva that when you went to New York you didn't only run the marathon but you met the team of Mr Barack Obama.  Yesterday we heard from Minister Amarim that what was lacking, among other things, was a signal by the next Administration.  Do you agree that that there was no signal? And if you did talk to anyone in his team, what was exactly the message at that time and what happened?  Did this message disappear?  Did the congressman that sent the letter that were democrats as well basically represented all the democratic party's view about the subject?  How do you interpret all of this transition period in the US and the lack of clarity perhaps regarding WTO?

DG 

I don't know how many of Obama's people run the New York marathon.  I think it is a well kept secret but yes it’s a bit of a long time before you cross the finishing line so the notion that you can have a conversation during this is a clever one and is probably a good way of not being spotted by journalists talking to Obama's people.  Now on this lets be very clear.  Until noon on 20th January George W Bush is the President of the US and Sue Schwab is the USTR.  These are the representatives of the US with whom we deal and I would not presume to tell Mr Obama anything nor would I presume him to know about the details of the triggers of the SSM or the possibility of negotiating subsectors in sectoral NAMA plus negotiations. And by the way, it is a tradition in the US that transition teams do not give signals apart from what the President Elect decides to go public on and this tradition has been respected at this time.  So that's my answer: by noon of the 20th January we will have a new team,  new interlocutors.

Paul Blustein
Mr Director-General, I know you are saying that you are closer than you were in July and closer than a year ago but I guess I want to get some sense of what absolute closeness means here. Because what the US private sector groups and members of both parties in the committees on Capitol Hill who oversee trade matters seem to be saying – if I understand them correctly – is that these texts are in some sense fundamentally out of wack with what they consider to be politically acceptable to them.  I know of course that USTR has agreed to a lot of the elements in the text that weren't agreed before but if that political signal is coming from the hill and from such a wide spectrum of private sector sources is it really fair to say that you are really very close?
DG

Again, Paul, I understand you are looking at the politics of that and the signals which lobbies and the sort of pressure they put on their negotiators but at the end of the day it’s a trade negotiation and we have look at the numbers. Whichever importance you give to the sectors in terms of it as "top up", as "key element", as an essential element which is a sort of qualification, the numbers show that the proportion of what would come out of a sectoral negotiation as compared to the proportion of what the formula and flexibilities would give are smaller. That’s what the numbers say. Even with the assumption on what the sectors would give what the sectors would be and we have a list of the 14 sectors in the paper and making various assumptions on whether people would use their flexibilities in developing countries and sectors the tariff lines that would remain open for sectors... Would it be x for y or x for 0 or y for... The proportion is such that as compared to what is on the table sectorals would be an improvement but not the other way around. So: in evaluating how close we are I am factoring in the proportions of this and to some extent it’s the same with the SSM. Unless you start from the principle that the special safeguard mechanism will be activated all the time for everybody by every country which for sure then would have an impact on new trade flows, SSM is a contingency measure which is why it has to be carefully parametered so there is and its perfectly natural at this sort of final stage of the negotiation there is a disproportion between the image I get looking at my political magnifiers and the image I get looking at my economic magnifiers. And it is, I think, a feature of all trade negotiations. But as far as I can judge – and I try to do this objectively – if you compare what is on the table now to what was on the table in July and what was on the table before July, the maths of what's there is much clearer.
(?)
Mr Lamy I have two questions. First one is about timeframe: you touched on the possibility of the negotiation next year so could you tell us about the feasible timeframe for that is it after Mr Obama's coming to the office at the end of January or after the Indian general elections in Spring? Second:  before you announced your decision, the delegates Japanese government showed their views. About 12 hours before you showed your view the Japanese government officially showed their view that it would be difficult to administer a meeting.  What do you make of that?
DG

Look, on the first question: jumping into a new timeline is something which I am sure we will do at some stage but for the moment I prefer to discuss with the Members which I will do starting today, with a green room on Tuesday and a TNC on Wednesday and the General Council later next week.  I want to take my time, listen to them, check my own ideas so that we can leave the General Council next week with a reasonable sense of what the road map is. And I think if I would jump myself into a roadmap without any sort of counting their views that would not be wise.  On the question about the Japanese position yes I had a conversation with Minister Nikai last week, the contents of which he made public. According to his record we discussed a state of play, the Japanese position – which is not an issue for cotton, which is not a big issue for SSM which for sure is an issue for sectors but we all know that the main political sensitivities in Japan still have to do with other issues which are related to agriculture. I discuss with him as I did with 10 other ministers on the phone plus the ones I have seen here what was the right course of action and I think Japan agrees with the course of action which after this morning's consultation I have proposed this afternoon.  
Brad Klapper
Mr Director-General you pointed to many areas where things have gotten closer and you referred to the recent text, where we all can look in and see where the chairs have negotiated or proposed consensus and what countries are saying to that or reacting to that. Except on cotton: you say we are close to a technical solution but then you don't cite the figures for that and that progress or whatever progress might be on cotton is not encapsulated in the text. So I am wondering whether there is figures you can cite to show that there might be some progress on cotton or if this is the one topic that we are supposed to take your word for just because they are private conversations.
DG

I am not saying a deal is done on cotton.  What I said is that in these three very visible, difficult,  political issues which in my view are gateway issues – again, not that the rest is done: we still have a bit of a problem on preference erosion, we still have a little problem on tropical products, we still have a bit of a problem on tariff simplification, we still have a bit of a problem on tariff quota creation, on sensitive products in some cases – but my judgement is that if we have had a ministerial meeting at the end of this week, cotton could have been closed with reasonable chances of success. So if we had chances of success on SSM or on sectors which are the ones I believe we have on cotton, I would have done it.  Now: I will not give you a number because no number has been agreed but I believe, again, that this... the landing zone is reasonably clear and I have described it to you in as clear a way as I can do it. So, again, this comes back to Paul's question a moment ago, it’s a combination of technical doability and political knack to close the deal. I think on cotton that would have been doable which does not mean that it would have been done. I have never said a ministerial meeting will take place if I'm convinced that every issue is closed, I mean,  if that was the case we wouldn't need a ministerial meeting. So that's where we are and this is the sort of important nuance with the two topics.
Marcelo Ninio 

Mr Lamy, in a recent speech you gave in Doha you said that if there wasn't a deal now it could take three or four years for the process to be resumed, which makes maybe for the next transition team in the US. Are you less or more optimistic about that today: you said that there was immense progress since July in this new text. What is your opinion about this three or four years? What do you have now?
DG

What I said in Doha at the post-Monterrey conference was not that it would take three or four years that there was  risk it would take three or four years to conclude modalities. It was that it would take three or four years to conclude the round. And I said this because the majority of countries are participating in this conference were poor developing countries, who are the ones who are eager to get the benefits of what is on the table. And the point I was making is that, if there is no modalities, there is a risk that the results for them have to wait for three or four years. And in these three or four years I include modalities, conclusion of the round, ratification of the round and the start of the implementing period. Which, as you know, is five years for developed countries and ten to thirteen years for developing countries. which is also another of my third or fourth allusion to Paul Blustein's question on what is the sense of proportion.  I can understand that a sector is very important, and that moving a tariff from 5 per cent to 3 per cent is a huge volume of trade. But it's about moving this ten years from now for emerging countries. And with any actualization rate, they could discount as a proportion of time, this is not a major economic issue. It may be a major political issue; it is not a major economic issue.  Now: optimism you know my stance on this. The more time goes, the more I will repeat you that in this sort of job optimism or pessimism is something I should not contract. I am just trying to assess the situation objectively with numbers with facts in terms of the progress of the negotiation, not negating – and this is why I advised for this decision today – not negating that there remain issues on which the negotiation can still stumble, but the number of issues is now is extremely limited, and the proportion of these issues as compared to the rest of the package is relatively, relatively small – although I am sure some Members will consider these issues extremely important.
John Zarocostas
Yes, Mr Lamy, I was wondering whether perhaps you can give us some guidance here.  We are hearing different interpretations on the terms of reference for sectorals, the Framework Agreement and the Hong Kong Agreement read differently from the two sides in this showdown. You were active in structuring in some of this language so we would like to hear your version of who's right and who's wrong. Secondly with reference to preference erosion we are hearing that there is a bitter, behind the scenes conflict to pitch the poor of Asia versus the poor of Africa and some diplomats are disgusted by this approach.

DG

Look on the terms of reference for sectors you have the Hong Kong Mandate, the Framework, you have the Hong Kong Declaration, you have what was on the table in July and you have what was on the table in Lucius' text.  Interpreting the mandate differently is the hobby game of trade negotiators. Now: what you can get through these various prescriptions is that certainly the sectors negotiation are a key element of the level of ambition in Nama. What you can get from the mandate is that sectoral negotiations are non-mandatory. Those are the two pillars the rest and notably the way the NAMA text is now structured: it is structured in such a way that it gives comfort to both sides, that it pertains to the application of the overall level of ambition of the NAMA package on the one side; and on the other side, it is a process where countries commit to negotiate but do not commit to accepting the end result of this negotiation. And that is what our bible says. Now, true: and this is why I use this image of the cherry and the pie – the sense of proportions on both sides is different. And this sense of proportion is different because the appreciation both sides have of "does the July Package match the level of ambition in NAMA?" is different. So its only logical and, again, not for me to say who is right and who is wrong. It is a negotiation.  Now, preference erosion: inevitably, John, preference erosion pitches developing countries against developing countries.  They have because of the systems of long-standing preferences they were rented mostly on the EU and on the US market, they have preferential tariffs.  The moment tariffs go down the preference is reduced. They have asked for this to be taken into consideration so that some products have a longer implementation period, so that this mitigates the slope of the erosion of the preferences. Now: not all developing countries have enjoyed these preferences. And the countries who do not – the developing , poor countries that do not – enjoy these preferences have a problem with a product of their interest having cuts which happen slower than if they were not preferences. I mean, this is perfectly logical. So I think one can... I mean, if your view is that the negotiation is "developed against developing countries", if that is your sort of religion,  then it's of course a sin to recognize that developing countries are fighting with each other. But you know, we are in the WTO. Bananas, for the last 30 years, have pitched developing countries against developing countries. So it may not be sort of politically right, but it’s a reality. And, by the way, if you look at the way these negotiations – tropical products, preference erosion – took place in July, this was not an acrimonious discussion. It was a fact-based, line-by-line discussion, socks and bras with more than 10 per cent of nylon, bras without 10 per cent. I mean, it was a very, very matter of fact negotiation. So if you ask them, they know they have a problem. They are resolved to cope with it and, again, I think at ministerial level this would have been solvable.
Izumi Aoki
Thank you.  We are talking about political will. And this year, the last several months, the political will was higher than ever, and you have been having intensive consultations with ministers. And today you said that there continues to be a lack of political will. What can be done now, what should be done?

DG

Once upon a time I was a trade negotiator. And I know, and you know, that a trade deal makes some people happy and some people unhappy. So you have two leverages to address this: the first one is rationality, numbers, overall we win, this is how much we win – yes, some will lose but overall it’s a good deal. And then, if that doesn't suffice, you need to engage politically. You need to engage in saying, "look guys, maybe you have a different view of what this is but, overall, because you have entrusted me with the political responsibility of guiding you through a number of these problems, I ask you to accept that this is the best you can get at this stage. And my view, as a political leader, not as a technician, is if you wait two more years to get 1 per cent more, this is not the way I see things. And I am asking you to do that and I am accountable vis-à-vis the public opinion of this determination". And I think this is an element which has been lacking – at least in some of the talking which we have been doing together with the chair in the last times. On the sectors and on the SSM,  they do not have enough political will, enough political capital they can engage, enough determination they can show –  that they want a deal and that the price for having this deal is giving enough comfort to the other side. For instance that the SSM is not going to be used every time, all the time or that in sectoral negotiations there is a negotiation of good faith. That is what is missing. Again, it is missing on elements which as compared to the rest of the package may not be sort of himalayesque, but this is a reality which I have to cope with. And my hope is that with a bit more of this political capital and a bit more of reflection of where the real sense of proportions are, this will become doable, whereas today I think... Again I am not saying it's not doable, I am saying that the risks of convening a ministerial and that this ministerial would fail are to high for the patient. It's unfortunately as simple as that.
Keith Rockwell

Thank you all very much. 
__________
