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Abstract
The objective of the session was to analyse WTO relevance in today’s context for developing countries. The key questions were:

· How can the WTO still contribute today through its different capacities – surveillance, arbitration and capacity-building – for developing countries?
· What new negotiations and activities of the WTO can help developing countries deal with the commodities’ prices boom?
· How can the WTO contribute to support preferential trade agreements (PTAs) to strengthen global trade governance?
1. Presentations by the panellists
(a) Ms Sandra Polónia Rios, Director, CINDES
Multilateralism is going through a general crisis, and the Doha Round is only one of its many manifestations, began Ms Rios. Nevertheless, there has been no movement towards traditional protectionism, and the crisis is more related to the impossibility of reaching new agreements and commitments for further trade liberalization. Some very specific factors are the main cause of the impasses in trade and other trade-relevant multilateral economic arenas. She began with the emergence of the South, and particularly the rise of China as a strong player in international trade, which had radically altered trade flows and competitive conditions in the global market. Market access in northern markets is less relevant today than in previous times.

The second factor she gave was the multiplication of PTAs, which is causing difficulties in multilateral negotiations, as they compete as mechanisms to obtain better market access and also generate distortions in global trade flows. More work on the WTO side to untangle this could result in the latter’s increased relevance.

She also believed that the policy consensus arising from emerging economies was less committed to liberal economic policies and preferred policies and instruments that were typical of state capitalism. The WTO does not seem to have much to offer states with such development agenda, thus generating their low levels of interests for WTO rounds of trade liberalization.

She noted that restrictions on natural resources and food exports had an impact on domestic and international economic policies. The WTO has been historically concerned with imports restrictions but not exports restrictions, and this calls for a change in the agenda.
(b) Professor Debra Steger, Senior Fellow, CIGI; Professor, Faculty of Law, University of Ottawa
Professor Steger explained that the WTO had changed dramatically since the growth of BRICS (Brazil, the Russian Federation, India, China and South Africa), who were now big players in the organization. It is now less clear what the future mandate of the WTO will transpire to be, as big differences among their members have arisen regarding its purpose, and that has, in turn, affected the Doha Rounds. In parallel to this, bilateral investment treaties (BITs) have to be addressed, since foreign direct investment (FDI) flows play today a huge role in the reconfiguration of the global economy, even more than international trade. The significance of this for the WTO is that these BITs and the previously mentioned PTAs have been negotiated outside the WTO.

She believed it was therefore necessary to find coherence in the system in order to coexist with PTAs and to regulate the signing of BITs, so that principle of the common good for developing countries’ populations was preserved over the interests of specific multinational firms benefiting from such agreements. One way, she suggested, would be to create a committee within the WTO to discuss the new issues that are being negotiated in the PTAs and BITs. Another idea may be to review the resulting dispute settlements from these treaties within the WTO, which currently has no jurisdiction.
(c) Mr Eduardo Bianchi, Co-chair FLACSO–WTO Chair; former Secretary of Industry, Argentina

The rise of India, China and some Asian countries has impacted on the price of natural resources, began Mr Bianchi. In this context, it may be that commodity prices go up and manufacture prices decrease. The core issue is how to distribute revenues domestically from the increasing trade in natural resources that are also increasingly becoming more expensive. He explained that we were dealing here with what is known as the Dutch disease: a strengthening of the local currency due to an increase in the trade of natural resources which in turn makes the country less competitive in the manufacturing sector. Mr Bianchi cited Brazil and South Africa as examples of this problem. Most trade restrictions in the last three years have been a direct consequence of local currency overvaluation. Therefore, it is urgent that the effects of exchange rate on trade flows and market access are included in the WTO agenda in the near future.

He warned of a new paradox caused by the rise of China and India: global value chains have caused a regional effect, particularly in Asia. This increased complexity in trade has called for more complex rules, but mainly regionally through PTAs. This new regionalism is a threat to the multilateralism we know now and thus requires a negotiated solution. A good start could be that the WTO gets involved in providing technical capacity-building on the resulting global value chains anchored around the emerging powers of the developing world, such as BRICS.
(d) Mr Rolf Traeger, Economic Affairs Officer, UNCTAD
Traditionally, the challenge to the multilateral system has been thought to come from regional trade agreements. However, noted Mr Traeger, the rise of Asian and other emerging countries had given more importance to some specific sets of bilateral ties. These have often been accompanied by bilateral agreements with several components, which include trade, investment and intellectual property, among others. An enduring problem posed by these, he explained, just as those that were North–South before them, was the asymmetry between the signing states. That is most clearly exemplified today by agreements between African states and China or India.

For low-income countries, the increase in their trade in commodities and raw materials will not necessarily mean accelerated development beyond economic growth. The traditional questions of development shall remain most present for these countries.

Mr Trager concluded with the differences between bilateral relations and the multilateral field, where smaller players have more opportunities to make their voice heard in the latter. It is precisely there where the WTO could potentially gain relevance again if it became interested in the issues of LDCs. These will then gain more chances to maintain policy space and thus space to lead their own development.

2. Questions and comments by the audience
Mr Pablo Heidrich, the moderator, asked about the future of the WTO with a new panorama of overvaluation for commodity exporting countries seeming incompatible with the original goal of this multilateral body – the liberalization of trade. Specifically, who would want to attend the Doha negotiations today and what for? And if those fail, what is the future of the WTO?

Professor Steger believed it was fundamental to reflect on the WTO mandate. It was about regulation and maybe today more about economic regulations rather than further trade liberalization.

A member of the audience noted that while multilateralism is about non-discrimination, bilateral agreements and PTAs are based on discrimination. In this latter case, the huge problem is China and its relationship with small African states, for example. The WTO is not intervening there and is not preventing low-income countries from using their policy space whichever way they want to. The main problem with these countries is internal – and not external – policy and political space.

Ms Rios remarked that the WTO did not have the instruments to deal with PTAs, noting that they were not transparent and were increasingly not about trade preferences. With regards to Mr Bianchi’s presentation, the relation between commodity volatility and the exchange rate has been “the” question in Brazil, where she comes from. She doubted whether we should include the exchange rate issue in the WTO agenda, although it could be discussed within the institution. Perhaps, this issue should be better dealt with at the IMF (International Monetary Fund) or Group of 20.

Another audience member believed there was a need for reflection on the fact that there were more PTAs than multilateral agreements, and suggested looking into the impact of the liberalization of trade and thinking beyond it.

Professor Steger thought the current lack of coherence between PTAs and WTO agreements would cause more problems. For example, some PTAs have provisions protecting the environment – in contrast to WTO agreements which do not. If there is a conflict between these two, the dispute is usually brought to the WTO. She warned that one of the problems was that WTO rules are old and not adequate. In one dispute in the Southern Common Market (MERCOSUR), where a MERCOSUR tribunal had already ruled, an appeal instance made at the WTO ignored that tribunal ruling. This is an example of the terrible lack of coherence in the system.

An audience member asked whether the WTO was still the right place to be discussing environmental issues.
Ms Rios replied that the WTO did not rule about the scientific aspects of environmental issues. However, she thought its rulings should bear in mind any scientific matter which influences domestic policies and thus trade flows.

Mr Heidrich posed the following question: Could it be that PTAs and BITs are related to investment and development more than trade and development?

In response, Mr Traeger stated that when countries have 40 per cent to 50 per cent of their budget coming from bilateral donors, policy space is de facto very limited. Some of the agreements between China and low-income countries involve trade and investment and they have become a way to bind the supply of natural resources from those nations. Emerging countries are thus securing their access to natural resources. These agreements are often not transparent and include numerous aspects such as investment for infrastructure, trade and financing, among others, that limit policy space on the aggregate.

Mr Heidrich then asked how we could have a non-discriminatory multilateral system in the face of so many diverse behaviours and policy approaches towards development.
Mr Bianchi remarked that there were some companies exerting pressure on governments to get a better position in global value chains. In relation to PTAs, the WTO gets to keep its function as a liberalizing agent, but it is losing its rule-making capacity. Still, the WTO has a role in the new geography of trade flows and therefore should get more involved with PTAs. Nowadays, we see that it is sometimes trying – but it is not trying its best. 

A member of the audience believed that the limitations of some countries to develop were not closely related to WTO rules. Its impact is minimal. In contrast, the most important factor that affects development efforts is political economy space. Another audience member wondered whether the PTAs and bilateral agreements between China and low-income countries could be considered quantitative restrictions infringing Article 11 of the General Agreement on Tariffs and Trade (GATT). Professor Steger noted that it was not clear from a legal perspective what kind of instrument these were. If they do not fit under Article 24, what was their legal status, she asked.
Mr Traeger believed it would be very difficult to characterize these agreements as voluntary exports restraints. Regarding the question of policy space, low-income countries are bound by agreements that limit them in some way, although he agreed that this was not the main cause of their limitations. Ms Rios stated that most of these agreements involved public concessions so they could not be characterized as being between companies. In fact, he said, governments were involved. On a final note, he stressed the need for macroeconomic global rules to avoid volatility in the exchange rate markets and the right of governments to regulate capital flows.
PAGE  
4

