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1 “Suspended,” “collapsed,” “failed” 
– A brief outline of the most 
important developments 

On July 27, 2006, Pascal Lamy, current (since 
September 2005) WTO Director-General and 
former EU trade commissioner, threw in the 
towel: Having recognized that under his leader-
ship bargaining positions, even in the smaller 
circle of the G6 (Australia, Brazil, the EU, India, 
Japan, the US) had come to an insurmountable 
impasse, Lamy suggested a “time-out” and a 
temporary “suspension” of the WTO’s Doha 
Trade Round. The main blockades turned out to 
be on the two agriculture flanks of what Lamy 
referred to as the “triangle”: market access and 
domestic support for agricultural goods – while 
the third side, the issue of tariff reductions for 
industrial goods (NAMA = non-agricultural mar-
ket access), was not even able to be addressed. 

A few weeks earlier, on July 1, following three 
days of negotiations with a “representative 
groups of ministers,” Pascal Lamy had already 
been forced to concede: “We are in a crisis”, 
only then to be given enlarged authority to con-
sult with WTO member states and to act in the 
capacity of a “facilitator” and “catalyst.” These 
talks, he then had to admit, had failed to lead 
to any results and could not reasonably be con-
tinued at the present level. What this clearly 
means is that the entire schedule of the talks 
has become unrealistic and it will now be im-
possible to reach an agreement this year, or be-
fore the US president’s “fast-track authority” 
has expired on July 1, 2007. The “collapse” of 
the multilateral trade talks has meant not only 
that negotiations in the fields mentioned have 
been “put on hold”, but that talks have been 
suspended on all other fields under negotiation 
in the WTO framework. All of the interim results 
reached in recent years – results particularly im-
portant for developing countries – including 
cuts in agricultural subsidies, a ban on cotton 
subsidies designed to benefit West African cot-
ton producers, and quota- and tariff-free mar-
ket access for LDCs1 have been shelved. 

It is at present wholly unclear whether, and 
when, the Doha Trade Round will be revived 
and continued in view of this “collapse,” as 
Lamy himself described the situation in an arti-
cle he wrote for the July 27 edition of the “In-
ternational Herald Tribune” in the form of an 
open letter to the trade ministers concerned. 
The majority of member countries still wants re-
sults – but not at any price! Informal and bilat-
eral talks evidently continue, including those 

                                                 
                                                

1  Least developed countries. 

conducted between US Trade Representative 
Susan Schwab and Brazilian Foreign Minister 
Celso Amorim at the end of July in Rio. But 
even if a compromise should be reached lead-
ing to a breakthrough in the agriculture nego-
tiations – which is as good as inconceivable 
prior to the US Congressional elections sched-
uled for November – both NAMA and several 
other areas of the deadlocked Doha talks pose 
a number of complex problems on which fair 
solutions conducive to both development and 
integration have either proven elusive or seem 
unlikely to emerge in the foreseeable future; 
examples would include the negotiations on the 
service sector (GATS = General Agreement on 
Trade in Services), on “special and differential” 
treatment for developing countries, on TRIPS2 
and public health, on rules, and on implementa-
tion of the agreements. 

The talks in the framework of the “Doha Devel-
opment Agenda” (DDA, named after their ve-
nue in Qatar) started in November 2001 under 
the impression of the September 11 terrorist at-
tacks, have moved from crisis to crisis since – in 
this regard they do not differ fundamentally 
from earlier world trade rounds. However, the 
enlargement of the WTO’s membership to a 
present total of 149 countries, most of them 
developing economies, has given rise to a 
wholly new and more complex problem dimen-
sion. Following the failure of the 5th Ministerial 
Conference in Cancun (Mexico) in September 
2003, numerous obstacles had to be overcome 
to revive the talks, and in June 2004, agree-
ment was reached on a compromise Framework 
Agreement which brought the talks a few steps 
further. Failure and laborious progress toward 
consensus were not far apart at the 6th Hong 
Kong Ministerial meeting in December 2005 ei-
ther, although the Hong Kong conference did 
finally achieve some progress for developing 
countries a “face-saving” compromise (on agri-
cultural subsidies, cotton, quota- and tariff-free 
market access for LDCs), securing, at least for 
the present, both the WTO as an institution and 
its multilateral bargaining process. 

The collapse of the negotiations should not be 
allowed to obscure the fact that in recent years 
a number of important things have changed 
within the multilateral trade talks. Time has not 
been wasted: The formation of the “G20,” the 
group of advanced developing countries under 
the leadership of Brazil, India, South Africa, and 
China, as well as efforts to improve coordina-
tion both in and between the groups of poor 

 
2  Agreement on Trade-Related Aspects of Intellectual Pro-

perty Rights. 
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countries (LDCs, ACP3, African Group) have al-
tered the architecture of the negotiations in 
such a way as to effectively prevent the devel-
oped countries simply imposing their own terms 
or reaching compromise at the expense of the 
developing nations. The problems involved in 
some important fields under negotiation have 
been defined more precisely, with possible op-
tions being discussed; and either the conse-
quences have become more evident or a need 
for further analysis (impact studies) has been 
recognized. Studies e.g. by the Carnegie En-
dowment for International Peace, but also by 
the World Bank have noted that the gains in 
growth and prosperity anticipated from further 
trade liberalization are not only likely to be 
smaller than predicted but that these gains will 
be concentrated, highly unequally, in industrial-
ized countries and a few advanced developing 
countries. On the other hand, even if developed 
countries offer them far-reaching concessions 
on market opening, supply-side constraints will 
prevent many of the least-developed countries 
from actually taking advantage of them – there 
are, in other words, clear-cut limitations to 
world market integration based on trade policy. 
While the fact that an “Aid for Trade” package 
has been devised to counter this problem does 
have a positive dimension, it is also a symptom 
of a deeper crisis of the world economic order, 
of the system of “global governance”; and here 
neither the WTO nor any other multilateral level 
has yet managed to respond, in a coordinated 
and coherent form, to the challenges posed by 
poverty, underdevelopment, unemployment, 
and environmental degradation. Having worked, 
unsuccessfully, for decades to get beyond ef-
forts to cure symptoms and to play an instru-
mental role in integrating viable economies into 
the world market, not only the WTO but the 
overall global (economic) order – including both 
bi- and multilateral development policy – are in 
now a state of crisis. If the motto of 1980s de-
velopment policy was “trade not aid,” it has 
now become clear that without massive na-
tional-level efforts and additional aid inputs (Aid 
for Trade) this is, for many countries, not a vi-
able approach. Trade policy is an important fac-
tor, though one that may have been overesti-
mated by development policy; the challenge is 
fundamental and urgent! 

                                                 
3  African, Caribbean and Pacific Group of States. 

2 The WTO as a negotiating platform 
– Background 

The WTO is a negotiating platform for its 149 
member countries, a number that is soon ex-
pected to rise to 150 when Vietnam accedes to 
the organization. The WTO is, in other words, 
more a “marketplace” for addressing trade in-
terests than a monolithic-bureaucratic power 
structure. The WTO’s director-general and its 
more or less understaffed secretariat have a lim-
ited mandate – and one closely overseen by the 
member countries – to organize, moderate, and 
provide “notarial-legal” support for negotia-
tions and dispute-settlement efforts, but it has 
no autonomous policy-making power beyond 
its general responsibility to advance the multi-
lateral trade system and a gradual course of 
trade liberalization. While Pascal Lamy, a strong 
and recognized personality, has gone to the 
limits of his widened authority as coordinator, 
communicator, and “facilitator”, the final say 
remains with the member countries. These, in 
essence, define their positions in “mercantilist” 
terms, i.e. with a view to their own interests. Es-
tablished in 1995 as the successor organization 
to the GATT (General Agreement on Tariffs and 
Trade), the WTO was also assigned responsibil-
ity for services (GATS) and “intellectual property 
rights” (TRIPS) as well as for monitoring of im-
plementation at the national level (trade policy 
reviews) and dispute settlement. The stability of 
the latter function, a central one that is often 
underestimated, could come under pressure if 
the Doha Round fails, or indeed it might even 
find itself blocked if the number of cases sub-
mitted for review is increased massively. Only 
recently the WTO’s authority was expanded to 
include the notification and review of regional 
trade agreements; these now number some-
where between 200 and 300, and all WTO 
member countries – except Mongolia – are in 
one way or another bound up in this tangle of 
agreements. 

The features defining the WTO’s profile include 
voluntary membership, the principle of consen-
sus in decision-making, and the fundamental 
principles of reciprocity, nondiscrimination, and 
most-favored-nation treatment (MFN, or: NTR = 
normal trade relations); in other words, terms 
granted to one member country apply for all 
others. In essence, the aim is to replace “non-
tariff” trade barriers like quotas or preferences 
with customs tariffs, and these in turn are ex-
pected to be reduced to the lowest possible 
levels and “bound.” The WTO negotiations are 
concerned with a continuous process of binding 
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and reduction of what is known as “bound tar-
iffs”, that are not allowed to be exceeded by 
“applied tariffs”, with the exception of certain 
(temporary) cases, are not allowed to exceed 
“applied tariffs,” an arrangement that in effect 
restricts flexibility and discretionary powers. 
Since the Uruguay Round some countries have 
applied a third type of tariff for certain product 
groups: “tariff-rate quotas” (TRQs) which, start-
ing at a certain quota, lead to the application of 
a different tariff line. Other non-tariff trade im-
pediments like quality standards (e.g. sanitary 
and phylosanitary standards) or rules of origin 
are gaining growing importance in the negotia-
tions. 

The working program of the 2001 Doha Decla-
ration (DDA = Doha Development Agenda) 
alone sets out 21 topics for negotiation; these 
were to be treated as a “single undertaking,” 
i.e. as a single, reciprocally negotiated package 
set to be brought to a successful conclusion by 
January 1, 2005. Bearing in mind that the Uru-
guay Round of the GATT talks – involving a far 
smaller membership largely dominated by the 
industrialized countries – took a total of eights 
years to conclude and two of the six WTO Min-
isterial conferences held thus far (Seattle 1999, 
Cancun 2003) have ended in failure, the con-
stellation we find at present is neither unusually 
dramatic nor difficult to understand in view of 
the complexity of the issues under negotiation 
and heterogeneity of the economic structures 
and interests involved. In many respects the pro-
ject comes close to an attempt to square the cir-
cle! 

3 What is at stake? – What are the 
contentious issues? 

The agenda is topped by agriculture, in particu-
lar reduction of subsidies, market opening for 
industrial goods (NAMA), services (GATS), TRIPS 
(Trade-Related Aspects of Intellectual Property 
Rights), special arrangements for developing 
countries (S&DT = special and differential treat-
ment) as well as implementation of the Uruguay 
Round and adjustment of the rules. With the 
exception of “trade facilitation,” all of the so-
called Singapore issues (investment, competi-
tion, government procurement, trade facilita-
tion) taken up in Doha were removed from the 
agenda under pressure from the developing 
countries. 

What Pascal Lamy has referred to as the “trian-
gle” of market opening for agricultural goods, 
reduction of agricultural subsidies (domestic 
support), and NAMA may be seen as the key to 

the success of the Doha Round in general; it is 
here that we find a number of irreconcilable 
positions that are responsible for the indefinite 
suspension of the overall round. Agricultural 
trade was for a long time not part of the world 
trade rounds, and the first agriculture accord 
(AoA = Agreement on Agriculture) was reached 
in the framework of the Uruguay Round (Mar-
rakech 1994). The AoA provided for continuing 
reforms based on new talks set to get under-
way in 2000 and aimed at coming up with a 
“fair and market-oriented trading system 
through a program of fundamental reform…” 
These reforms were to focus on 1. market 
opening, 2. domestic support, 3. export subsi-
dies. On the issue of export subsidies, a highly 
negative practice that leads to market-distorting 
“dumping,” the Hong Kong Ministerial came 
up with an in many respects inadequate com-
promise, one that, in any case set to expire in 
2013, is again in doubt because of the suspen-
sion of talks. Another problematic aspect must 
be seen in attempts to rescue subsidies by 
transferring them from the so-called “amber 
box” (banned or required to be reduced be-
cause their market-distorting effects) to the 
“blue box” (support for production limits) or 
the “green box” (without or with only mini-
mum trade effects). The majority of developing 
countries have nothing comparable at disposal 
like the big “agriculture subsidizers” US, EU, 
Switzerland, Norway, Japan, Korea. 

The main sides in the negotiations are the US, 
the European Union (represented by the Com-
mission), Japan, Australia (as a representative of 
the “Cairns Group” 4  of agricultural exporter 
countries), and Brazil and India (for the – in part 
overlapping – G205, which was formed in the 
run-up to Cancun). In essence the offers made 
by the US (on reduction of domestic agricultural 
support, which had been raised massively in 
2002) and the EU (on market opening for agri-
cultural goods) do not go far enough for the 
agrarian and developing countries. It was above 
all the US that, for domestic reasons, showed 
little inclination to enlarge its offer, and that is 
now seen as the actual power behind the 
blockade. It is, though, also unclear whether 
the EU would have had sufficient leeway to ex-

                                                 
4  Argentina, Australia, Bolivia, Brazil, Canada, Chile, Co-

lumbia, Costa Rica, Guatemala, Indonesia, Malaysia, New 
Zealand, Pakistan, Paraguay, Philippines, South Africa, 
Thailand, Uruguay. 

5  Argentina, Bolivia, Brazil, Chile, China, Cuba, Egypt, Gua-
temala, India, Indonesia, Mexico, Nigeria, Pakistan, Para-
guay, Philippines, South Africa, Tanzania, Thailand, Uru-
guay, Venezuela, Zimbabwe. 
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pand its offer, for internal coordination among 
its 25 member countries has a dynamic of its 
own, and France is faced with elections in the 
coming year. While no market-opening de-
mands were placed on the weakest LDCs, 
strong emerging economies like Brazil and India, 
or even South Africa, are not prepared to make 
any further concessions on market opening, 
since they fear they would be unable to con-
tend with the growing competitive pressure this 
would entail and are intent on avoiding dein-
dustrialization processes at home. Moreover, 
they see in the call for cuts in subsidies – and 
here they find backing among numerous schol-
ars and observers – an obligation already laid 
down in the agriculture agreements reached in 
the framework of the Uruguay Round, one that 
does not call for any further concessions by way 
of compensation. In the case of the European 
Union the question is whether such concessions 
could be seen as legitimately called for in view 
of the Unions’ own interest in reforming the 
Common Agricultural Policy (CAP), in particular 
in the wake of the EU’s eastern enlargement 
and with a view to consumer interests. 

The NAMA negotiations on market access for 
industrial goods, which account for a far larger 
share of the world market than agricultural 
goods, should apply the principle of “non-
reciprocity” in addition to whatever concessions 
are made to the LDCs. In Hong Kong, however, 
agreement was pushed through on a “Swiss 
formula” containing a number of coefficients; 
under the formula high customs tariffs would 
be cut further than low tariffs, a development 
that would affect in particular developing coun-
tries, with their generally higher customs tariffs. 
What is at stake here is the issue of “bound tar-
iffs” and the possibility to temporarily and flexi-
bly adjust tariffs, for actual, “applied” tariffs are 
in most cases already appreciably lower. Devel-
oped countries had proposed a coefficient of 15 
for developing countries and 10 for themselves 
– Pascal Lamy, in an attempt at mediation, pro-
posed a coefficient of 20 – which would have 
led to considerably higher tariff cuts for devel-
oping countries: In view of the fact that the av-
erage “bound” tariffs rates for developing 
countries (34% on average for the 13 sample 
countries and 29.4% as a simple average for all 
developing countries) are far higher than the 
average “bound” tariffs of developed countries 
(3-4% on average for the EU and the US), this 
would lead in effect to 70% cuts in the bound 
tariff rates of developing countries, while devel-

oped countries would be required to cuts their 
bound tariffs by only 20-25%.6 Accordingly, it is 
not only labor unions that see major problems, 
in particular for labor-intensive industries. How-
ever, it is also clear that development, industrial 
growth, and productivity gains will make no 
headway behind tariff walls, protectionism, and 
self-sufficiency strategies, and this situation calls 
for carefully coordinated “sequencing” of in-
ternal adjustment policies and steps toward 
trade liberalization, i.e. for “fine-tuning” in-
struments. There is no doubt that foreign in-
vestment, in turn, is important for the countries 
concerned, and WTO membership and market 
orientation count as an important factor when 
it comes to attracting foreign direct investment 
(FDI). But very few developing countries benefit 
from such capital inflows, and in many cases 
the outcome of such influxes is not new in-
vestment with gains in production and em-
ployment but company takeovers that cost jobs 
and entail no long-term growth impulses. Mas-
sive tariff cuts lead to major burdens on existing 
industries and their growth chances, while at 
the same time tariff cuts may cause appreciable 
losses in government financial resources – in 
fact, in many countries tariff revenues account 
for over one half of overall government reve-
nues – and in such cases replacing customs 
revenues with tax revenues poses major admin-
istrative-institutional problems that developing 
countries are often unable to cope with. In a 
letter to German Federal Minister of Economics, 
Michael Glos, the chairman of the German IG 
Metall labor union, Jürgen Peters, summed up 
this state of affairs as follows: “IG Metall takes 
the view that the export interests of industrial-
ised countries - especially of German industry 
with its high trade balance surplus - do not jus-
tify the pressure which is currently being ex-
erted on developing countries in the context of 
the WTO. Severe reductions in tariffs can cause 
serious damage to the local industries of devel-
oping countries, their trade balances and public 
revenues, which are after all essential elements 
in their development, and have a disastrous ef-
fect on the few manufacturing jobs available in 
mid-level developing countries. Studies by 
UNCTAD as well as by the World Bank have es-
tablished that the majority of developing coun-
tries have had to accept a long-term loss of 
prosperity and employment as a result of over-
hasty market liberalisation. Successful participa-

                                                 
6  See Esther Busser: NAMA Simulations for Labour Intensi-

ve Sectors in Developing Countries, ICFTU, Geneva, June 
2006. 
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tion in international trade requires an adequate 
level of successful industrialisation - not the op-
posite.  

Other fields under negotiation that are of great 
significance also and precisely for the develop-
ing countries were completely overlaid by the 
disputes surrounding the triangle of market 
opening, domestic support, and NAMA. Now 
that the world trade round has been suspended, 
these negotiations have also come to a stand-
still. This goes in particular for the talks on ser-
vices (GATS) and special and differential treat-
ment for developing countries (S&DT). For even 
if agreement should be reached on the “trian-
gle” in the foreseeable future – it is expected to 
take some six months to work out the “sched-
ules,” the obligations of the countries con-
cerned – the solutions needed in the other 
fields will not have been found, and this means 
that the round will not be able to be concluded 
as a “single undertaking” – unless the WTO 
members should revise their decision and accept 
this as a conclusion, in order then to proceed 
with negotiations in the other fields. The GATS 
talks have in any case been conceived with a 
view to continuity. 

The General Agreement on Trade in Services 
(GATS) is an independent treaty concluded in 
the framework of the WTO; since 2000 – five 
years after the agreement was concluded – ne-
gotiations have continued on further-reaching 
steps toward “gradual liberalization”; in No-
vember 2001 these talks were integrated into 
the “single undertaking” of the Doha Round. 
These negotiations, generally bilateral in nature, 
are based on a “request and offer” procedure 
under which member countries submit their 
own expectations and offers regarding opening 
of their services markets and leave room for 
definition of the sectors and terms concerned. 
Neither is there any formal obligation to gener-
ally open service markets nor to privatize public-
sector services. Particular emphasis is placed on 
the right of the countries concerned to regulate 
their markets – although one problem that is 
often not clearly understood is that this burdens 
the majority of developing countries with legal 
and administrative challenges that they may 
well have difficulties in meeting. Also, these ne-
gotiations have far exceeded all of the time-
frames set thus far. To the “more ambitious” 
countries, the offers presented thus far appear 
insufficient in terms of both quantity and qual-
ity and to do little to open up new commercial 
opportunities, and for this reason the EU, the 
US, Japan, and Australia in particular exerted 

considerable pressure in the context of the 
Hong Kong conference to embark on “manda-
tory” sectoral negotiations, and especially the 
EU wants to see the way opened for “plurilat-
eral” negotiations (Non Paper, 24 June 2005). 
While very few developing countries have failed 
to recognize the importance of developing their 
service sectors, their hesitation or refusal to 
submit offers is due, in essence, to the fact that 
they are more interested in a selective and 
autonomous liberalization that safeguards their 
scopes of political decision and their revision 
options, though one that does not involve the 
binding force of WTO agreements. 

WTO agreements contain arrangements that 
accord special rights to developing countries, 
guarantee that they receive “special and differ-
ential treatment.” In principle, this is consensus, 
and no doubt has been cast on it. In practice, 
though, unresolved problems are blocking its 
implementation. What is at issue here is, in es-
sence, longer periods of time to implement 
agreements and obligations, in part also exemp-
tions from trade rules and disciplines, additional 
trade opportunities, arrangements for “special 
safeguard mechanisms,” support for WTO-
related infrastructure, for training, and in dis-
pute-settlement procedures. The “enabling 
clause” adopted in 1979 to grant certain pref-
erences (GSP = generalized system of prefer-
ences) to developing countries has been pushed 
increasingly into the background by the basic 
trend toward dismantling preferences, and now 
developing countries are complaining about the 
problem of “preference erosion.” Two issues 
are in the foreground of the discussion: 

1. Are these preferences temporary, transitional 
arrangements that the countries concerned are 
expected to “grow out of” in order then to 
conform to the rules – in keeping with the basic 
principles of non-discrimination – or must they 
be seen as long-term special arrangements for 
the developing countries? 2. Can and must the 
group of developing countries be more differ-
entiated in view of their heterogeneity as well 
as of the fact that the group of least-developed 
countries (LDCs) in any case already enjoys spe-
cial arrangements? The latter possibility has 
been rejected by developing countries, even 
though it seems reasonable to assume that 
countries like Singapore or Korea, China or Bra-
zil should hardly be able to lay claim to the 
same arrangements as countries like Mali or Sri 
Lanka. 

Efforts to find, in informal talks, a breakthrough 
in a “situational” approach that would have 
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made possible differentiated offers for given 
sectors and situations of countries have in the 
end remained unsuccessful.7 What this means in 
effect is that some 88 individual, unlinked pro-
posals on special measures still await considera-
tion. Apart from affirmative statements and the 
expectation that “clear recommendations” will 
be worked out by December 2006 at the latest, 
the Hong Kong Ministerial made no progress. 
Assurances were at least given that five propos-
als concerning LDCs would be given priority 
treatment – although this has now been put on 
hold as well. Another issue that continues to be 
contentious, and not only for developing coun-
tries, is whether special arrangements can be 
found for “special products” and how compre-
hensive such arrangements should be; some in-
dustrialized countries also see here possibilities 
to protect their own markets in important areas 
of agriculture. Another concession made to the 
LDCs in Hong Kong, namely the possibility of 
“quota- and tariff-free” import for 97% of 
product groups (tariff lines), would in itself 
mean massive restrictions for these countries if 
crucial product groups – e.g. textiles – are in-
cluded in the remaining three percent. But this, 
precisely, is the case, and it casts a glaring light 
on the “fairness” and “development orienta-
tion” of this world trade round! 

4 “Development round” –  
Winners and losers 

Quite abruptly, and possibly as a tactical ma-
neuver, the Doha Round was dubbed the “de-
velopment round” by the then WTO Director-
General Mike Moore. Beyond the general pos-
tulate that trade is conducive to growth and de-
velopment, and apart from the special ar-
rangements for developing countries addressed 
above, many of which have yet to be imple-
mented, what is lacking now is conception and 
concretion. But expectations have been wak-
ened, and today many developing countries are 
defining their bargaining positions with a view 
to their translation into practice. The crucial 
question of how it could prove possible, in the 
multilateral WTO regime, to bring the much-
touted claim inherent in the term “development 
round” into line with the principle of non-
discrimination and a system of binding rules is 
one that remains unanswered, even though 
possible alternatives would appear to be even 

                                                 
                                                

7  Advisory program of FES Geneva and ICTSD (International 
Centre for Trade and Sustainable Development) with the 
chief S&DT negotiator and Head South African WTO 
Delegation Faizel Ismael. 

less convincing. As Pascal Lamy noted when he 
assumed office, the talks are faced with both a 
“confidence deficit” and – in response to the 
acceleration of globalization – a decrease in 
“the level of overall legitimacy of trade open-
ings”: Trade alters the structure of the “com-
parative advantages” between economies, and 
this in turn affects the specific national “profit 
and loss account.” The fears of and the reserve 
showed by many developing countries are due 
precisely to the fact that these countries are un-
able to adequately assess this profit-and-loss 
situation and find positive aspects in it for their 
own national interests. Nor did Hong Kong find 
an answer to the question of how, under a 
“mercantilist” interest policy, it might be possi-
ble to contain the heterogeneity of international 
economic structures in a fair multilateral 
framework. According to recent studies pub-
lished by both the World Bank and the Carne-
gie Endowment for International Peace, the 
gains in growth assumed thus far of further 
trade liberalization have turned out to be sig-
nificantly lower than predicted, and gains have 
proven to be extremely differentiated between 
regions and countries (as well as within coun-
tries).8 The World Bank forecasts were reduced 
from an original assumption of US$ 832 billion 
down to a modest US$ 96 million for a “prob-
able” Doha scenario, and at best US$ 16 billion 
of this would accrue to developing countries. In 
other words, according to these scenarios, the 
rich industrialized countries are the winners of 
trade liberalization. As far as the agricultural 
market is concerned, the biggest winners are 
Brazil as well as, then, Argentina and a number 
of other Latin American countries, while further 
losses of market share are expected for the 
world’s poorest regions and countries. In the 
industrial goods sector – and aside from the in-
dustrialized countries – China is expected to 
make “significant” gains and India is forecast to 
make “relative” gains, while the poorest coun-
tries will be faced with export losses in both the 
agricultural sector and the industrial goods sec-
tor. Looking at the developing world, the over-
all winners of the round would be China, India, 
Vietnam (not yet a WTO member), and Brazil, 
while a mix of gains and losses is likely for the 
poorer developing countries in different sectors, 
with some such countries facing the possibility 
of absolute losses: Many of these countries are 

 
8  World Bank (2005): Global Agricultural Trade and Deve-

loping Countries, pp. 124–25; Sandra Polaski (2006): 
Winners and Losers – Impact of the Doha Round on De-
veloping Countries, Washington: Carnegie Endowment 
for International Peace. 
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unable even to offer one competitive product in 
the world market (supply-side/capacity con-
straints), others see an “erosion” of the prefer-
ences they have been guaranteed, and others 
again – the net importers of agricultural goods 
– will have to contend with rising world market 
prices. For example, while Bangladesh and 
many African countries have experienced sub-
stantial losses due to preference erosion, agri-
cultural liberalization will entail losses for Bang-
ladesh and a number of East and sub-Saharan 
African countries. The adjustment costs are dif-
ficult to calculate in any case; as a rule these 
costs are higher than anticipated, and many 
countries are unable to cope with them. Even 
some industrialized countries are complaining 
of the adjustment pressure, and the EU has 
now proposed that a “Globalization Adjust-
ment Fund” be set up. No doubt Pascal Lamy is 
right in pointing out – the more or less obvious 
fact – that the gains of further liberalization will 
correlate with trade volumes and that for this 
reason advanced countries stand to gain rela-
tively more. But without any adjustment of rules, 
special and differential treatment for developing 
countries and their “special products,” and ad-
ditional support programs (Aid for Trade), there 
is good as no chance for a successful integra-
tion of a large number of developing countries. 
It is this that will show us in the end whether a 
multilateral regime, with – as at present – nearly 
150 formally “equal” members, can work, cre-
ating an regulative a framework for the global 
economic dynamic: In essence this means com-
ing to terms with the system question of 
“global governance” without there being any 
alternatives in sight. 

5 “Aid from Trade” – A way out? 

“Aid for Trade (or A4T) is not entirely new, it is 
another attempt to find a common, coherent, 
and efficient approach to providing developing 
countries the support they need to forge on 
with integration into the world market, to ex-
pand trade, and to participate actively in the 
rule-based multilateral system of trade. A4T is 
an attempt to come up with a response to the 
growing realization that at present a large 
number of developing countries are themselves 
unable to react positively enough – if indeed at 
all – to a “fair trade offer.” The problems in-
volved extend from lack of productive resources, 
insufficient physical infrastructure to difficulties 
in implementing trade agreements as well as in 
trade administrations, business- and trade-
related services, and adjustment costs, which 
may well means massive losses for some coun-

tries. The WTO secretariat already offers techni-
cal and training support based on additional 
funds made available for the purpose by other 
member countries. A “Joint Integrated Techni-
cal Assistance Programme” (JITAP) has been 
created for African countries, and in 1997 IMF, 
International Trade Centre (ITC), World Bank, 
UNCTAD, UNDP, and WTO began implement-
ing the so-called Integrated Framework for 
Trade-Related Technical Assistance to Least De-
veloped Countries (IF); by late 2005, US$ 30.1 
million had been pledged for the IF, in the form 
of a so-called IF Trust Fund. There is little point 
in arguing over who has provided the most re-
cent impulse for A4T, the World Bank, the Brit-
ish Overseas Development Institute (ODI), or the 
Gleneagles G8 summit (2005), or whether the 
idea’s time had simply come. In any case, the 
Hong Kong Ministerial Declaration (paragraph 
57) expressly “welcome[s] the discussions of Fi-
nance and Development Ministers in various 
fora … that have taken place this year on ex-
panding Aid for Trade” and invited the WTO 
Secretary-General to create a task force that 
would provide “recommendations on how to 
operationalize Aid for Trade,” as well as “on 
how Aid for Trade might contribute most effec-
tively to the development dimension of the 
DDA.” In February Pascal Lamy appointed a task 
force of 13 representatives headed by Swedish 
WTO Ambassador Mia Horn af Rantzien9; the 
task force then presented its report, as stipu-
lated, on July 27.10 The report sets a the keynote 
referred to again and again in informal talks 
and disputing any direct connection between 
the negotiations and the A4T debate: “Aid for 
Trade cannot be a substitute for the develop-
ment benefits that will result from a successful 
conclusion to the DDA, particularly on market 
access.” But it would – as one head delegate 
affirmed in an informal discussion round – be 
naive to deny the “good point of leverage” that 
this means for both sides: in pushing through 
extra funds and concessions for the one side 
and as a means of pressure to gain agreement 
for the overall round for the other! There is a 
direct (e.g. trade facilitation) or indirect (prefer-
ence erosion) connection in some individual ar-
eas, but even if the focus is shifted to this com-
plementarity, we still have the fact that Aid for 

                                                 
9  Barbados, Brazil, Canada, China, Colombia, the European 

Union, Japan, India, Colombia, the United States, and the 
coordinators of the ACP, the African Group, and the LDC 
Group. 

10  World Trade Organization WT/AFT/1, 27 July 2006, Aid 
for Trade Task Force: Recommendations of the Task Force 
on Aid For Trade. 



Suspension of the World Trade Round FES Briefing Paper 14 | October 2006   Page 9

Trade has an importance of its own in the over-
all round, and not merely a “climatic” function, 
and to this extent it will play an essential role 
both when the negotiations get underway 
again and when it comes to a final overall 
agreement. And one central demand of the 
task force is that extra funds be made available: 
“Additional, predictable, sustainable and effec-
tive financing is fundamental for fulfilling the 
Aid-for-Trade mandate.” While some individual 
developing countries expect not only additional 
resources in a dedicated “A4T” fund but also, 
and now, concrete, country- or sector-related 
commitments as well, no more than vague indi-
cations have been made on the volume of 
funds potentially available for Aid for Trade: The 
trade-related declaration of the Petersburg G8 
summit (17 June 2006) speaks of an increase in 
spending “to US$ 4 billion.”11 The report pre-
sented by the task forces refers to A4T com-
mitments made in Hong Kong: from Japan US$ 
10 billion over 10 years, the US US$ 2.7 billion 
p.a. starting in 2010, and the EU EUR 2 billion 
p.a. starting in 2010. The OECD points out that 
at present roughly 24% of all official develop-
ment assistance (ODA), or nearly US$ 23 billion 
p.a., are spent for A4T programs in the broader 
sense of the term and notes that substantial 
growth in such spending is to be expected in 
connection with the anticipated rise in ODA (in 
keeping with the Millennium Development 
Goals). 12  The OECD rightly emphasizes that 
what must be boosted is less the volume of aid 
than its effectiveness, noting that in fact the 
volume of funds pledged is often ‘mystified,’ 
while too little attention is paid to the effective-
ness and the instruments of the implementing 
agencies or to receiving country’s absorption 
capacity. The flows of funds or the outcomes 
actually achieved are more than difficult to trace. 
The report makes a variety of proposals con-
cerning cooperation between developing coun-
tries and donors, points to the “Paris Declara-
tion on Aid Effectiveness”, discusses issues 
bound up with “ownership” and coordination 
among donors, etc. Yet how this coherence and 
coordination are to be achieved in practice13 is a 

                                                 

                                                                      

11  “We expect spending on Aid for Trade to increase to $4 
billion, including through enhancing the Integrated Fra-
mework. It is a necessary complement to a successful 
outcome of the Doha Round.” 

12  “The Development Dimension – Aid for Trade – Making it 
Effective,” OECD, Paris 2006, pp. 12/13. 

13  “Effectiveness in implementing Aid for Trade will depend 
on many actors working together in a coherent way. It 
will involve, for example, the World Bank, the IMD, regi-
onal development banks, UN agencies and donors at the 
national as well as international level, and trade, agricul-

question that remains curiously open and thus, 
in view of the practical experience gained thus 
far, unresolved as well. For the WTO itself, the 
report proposes setting up a “monitoring body” 
and integrating Aid-for-Trade reviews into the 
“WTO Policy Reviews.” 

On the whole, the strategic value of the Aid-for-
Trade program must be seen in a general politi-
cal reorientation of the entire field of develop-
ment cooperation. This reports indirectly factors 
in a point of criticism to which development ex-
perts, but also UNCTAD, have recently placed in 
the focus of attention, namely the fact that de-
velopment cooperation has in recent years, 
guided by the undisputed objective of “poverty 
reduction” and in the context of the Millennium 
Development Goals, shifted its focus to social 
programs. This in turn has entailed a certain 
neglect of economic and trade goals. Perhaps 
somewhat overstated, economic development 
cooperation proceeded as though economic re-
form, market opening, liberalization, and im-
proved governance automatically generated 
growth, development, and integration into the 
world market – and is now forced to acknowl-
edge that this is not the case, or at least not 
automatically, and at best under special condi-
tions. UNCTAD’s “The Least Developed Coun-
tries Report 2006” explicitly calls for a “para-
digm shift” away from a “consumption- and 
exchange-driven approach to poverty reduc-
tion” and toward a “production and employ-
ment-oriented approach.” This programmatic 
reorientation can entail positive effects if a new 
approach to global economic policy is found – 
one supported by a majority of the countries 
concerned, and above all by the G8 countries. 
This approach would have to widen the focus 
beyond the WTO talks and address the impacts 
of the global financial markets, an issue that 
has captured strangely little attention in recent 
years, even though financial market reform can 
do more to shape global economic dynamics 
than further trade liberalization alone. And it 
would also be necessary to place the develop-
ment of domestic markets, productive capacities, 
and employment (decent work) on the same 
footing again with the need for an orientation 
to foreign trade. This would have to mean that 
developing countries retain the policy space and 
the instruments that were long available to 
other countries (e.g. the “Asian Tigers”). In 
other words, it would require appropriate and 
country-specific “sequencing” and “synchroni-

 
ture, development and finance ministries at the national 
level.” (P. 5) 
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zation” of liberalization measures. Furthermore, 
the industrialized and advanced developing 
countries would have to present trade-related 
offers, preferably without demanding much in 
return. 

6 What now? – A look ahead 

Even though some individual countries or interest 
groups may already be rejoicing at the “failure” 
of the WTO negotiations, it is still to early to 
draw any such conclusion. The negotiations may 
be “on ice” or “stuck in the sand” – but move-
ment is still conceivable, perhaps even the “ca-
tharsis” that could lead to a new start. While it is 
difficult in the end to dispute that “No deal is 
better than a bad deal,” it is at the same time es-
sential not to overlook the fact that if the overall 
negotiations fail, some important concessions al-
ready made to the developing countries will in-
evitably called into question. The majority of de-
veloping countries want a both a resumption of 
the talks and a “fair deal.”14  The only way to 
reach agreement on cuts in agricultural subsidies, 
which are clearly detrimental to the interests of 
the developing countries, is multilateral negotia-
tions in the WTO framework. Nor is there any 
doubt that the negotiating potential of the de-
veloping countries, limited in any case, could be 
further weakened in talks on bilateral or regional 
trade agreements, and that they could find 
themselves exposed to massive pressure. The ma-
jority of WTO member countries are in any case 
parties to regional and bilateral trade or eco-
nomic agreements, which now number some-
where between 200 and 300 and are likely to 
develop dynamically in view of the standstill 
presently besetting the WTO. The EU and the US 
top the list here, but regional and bilateral trade 
networks are also experiencing a boom in Asia. 
The consequences for the global economy are 
not necessarily positive. Apart from the tangle of 
differing and competing arrangements and their 
low level of “WTO compatibility,” such agree-
ments tend as a rule to lead more to “trade di-
version” and discrimination than to any real ex-
pansion of trade. Positive impulses for growth 
and development might be expected from an ex-
pansion of “South-South cooperation,” in par-
ticular if emerging economies were willing to 
make concessions to the poorer developing 
countries. This is the main thrust of the “Global 

                                                 

                                                

14  “Benin, on behalf of the African Group, said that least-
developed and developing countries would be worst hit. 
(...) Both groups asked for the talks to resume in Septem-
ber, after the WTO’s August holiday.” (ICTSD – Bridges 
Weekly Trade News Digest, Vol. 10, No. 28, 2 August 
2006, p.4) 

System of Trade Preferences” (GSTP) launched in 
Belgrade in 1988; the system has now been 
joined by 44 developing countries, and their 
trade has grown at rates twice as high as the 
world average, although solutions found within 
the WTO framework could boost this dynamic 
even further. However, what would be required 
for both this South-South dimension and a new 
start of the negotiations would be for the indus-
trialized countries to make appreciable conces-
sions without demanding full compensation in 
turn. Yet far from being an accident, the present 
crisis is the result of attempts of powerful gov-
ernments – on both sides – to use multilateral 
cooperation to push through their own short-
term interests. Despite continuing contacts be-
tween some of the main adversaries behind the 
scenes, it is more or less unlikely that the trade 
negotiations will be resumed in the immediate 
future. Some observers believe that the talks 
could get off to a new start soon after the No-
vember Congressional elections in the US, al-
though others see a window of opportunity 
opening up at the earliest in 2009 or 2010, fol-
lowing the elections set to be held in Brazil, 
France, and the US. There is, though, also specu-
lation that US President Bush’s “fast-track au-
thority” may be extended beyond July 2007 in a 
deal on a new “farm bill”, especially in view of 
the fact that Bush - as opposed to Clinton, to 
whom Congress denied fast-track authority - still 
has the majorities he needs for the purpose at 
the moment. At present the main obstacle in the 
agriculture negotiations, with their huge block-
ade potential, is the United States. German agri-
culture minister Horst Seehofer15 e.g. has noted 
critically: “The main reason why the negotiations 
have failed at the present juncture is, in the end, 
the political calendar of one of the main parties 
to the talks and this party’s unwillingness to 
make appropriate contributions to reform in the 
fields of domestic support.” He goes on to note: 
“The European Union and the German govern-
ment will not relent in their efforts to shape 
globalization by way of international coopera-
tion.” Here labor unions and NGOs have set their 
sights high: “What is needed is a complete 
change of mind-set so that multilateral strategic 
responses to interconnected challenges can occur.  

 

 

 

 
15  German Federal Ministry of Food, Agriculture and Con-

sumer Protection, Press Release No. 122, 24 July 2006 
(German). 
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This must include: a pro-development reform of 
current world trade rules; the enforcement of the 
International Labor Organization conventions on 
labor rights; an effective protection of the envi-
ronment; and the availability of adequate financ-
ing for sustainable development.”16 Too good to 
be true? 

 
^Äçìí=íÜÉ=~ìíÜçêW=

aêK= bêÑêáÉÇ= ^Ç~ã= áë= aáêÉÅíçê= çÑ= íÜÉ= cêáÉÇêáÅÜJ
bÄÉêíJpíáÑíìåÖ=çÑÑáÅÉ=áå=dÉåÉî~=

K

                                                 
16  Open letter signed by Bruno Rebelle, Amsterdam Green-

peace International; Guy Ryder, Brussels International 
Confederation of Free Trade Unions; Bernice Romero, 
Washington Oxfam International; Tom Crompton, Lon-
don WWF International. International Herald Tribune, 31 
July 2006. 



Suspension of the World Trade Round FES Briefing Paper 14 | October 2006   Page 12

  
  

  
  
  
  
  
  
  
  
  

  
  
  
  
  

More information is available on More information is available on 

www.fes.de/globalization www.fes.de/globalization 

  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  

  
The views expressed in this publication are not necessarily the ones of the Friedrich-Ebert-Stiftung or of the organization for which The views expressed in this publication are not necessarily the ones of the Friedrich-Ebert-Stiftung or of the organization for which 
the author works. 

 
 Friedrich-Ebert-Stiftung, Genf  

6, bis chemin du Point-du-Jour  
CH-1202 Geneva  
Switzerland  
Tel. 0041 22 733 3450  
Fax: 0041 22 733 3545  
E-mail: Hfes.geneva@econophone.chH 
Hhttp://www.fes.de/globalizationH

Friedrich-Ebert-Stiftung 
Hiroshimastrasse 17 
10785 Berlin 
Germany 
Tel.: ++49-30-26-935-914 
Fax: ++49-30-26-935-959 
HRoswitha.Kiewitt@fes.deH
Hwww.fes.de/globalizationH

 


