Chapter 1: Introduction

1.1.  Introduction

The world faces many problems and challenges. Experts and economists have on several occasions attempted
to figure out which that are most important to deal with and in what order. In this context, the case of trade
liberalisation is highly scored. Whereas the costs of introducing free trade reforms would be rather modest,
the benefits however would be massive'. It is therefore largely agreed that the multilateral trading system
(MTS) should be based on free trade market forces, which in more than one way would benefit developed as
well as developing countries. In addition, trade liberalisation may imply greater means and resources to cope

with other crucial problems and challenges of the international agendaz.

However, free trade may also imply consequences. Besides the difficult task facing the currently most
protected industries, some critics claim that the introduction of free trade will increase social and
environmental problems in particularly harming the poorest countries. If fair trade is not offered to the
developing world in the form of industry protection and gradual liberalisation while the developed countries
are forced to eliminate their trade barriers, it will once again be the elite that is to gain most from trade
liberalisation and developing countries become the losers. A critical scenario reflecting the present status of
international trade. In spite of the potential gains of free trade, governments of rich and poor countries
continue to apply protectionist policies and intervene in markets, which may be economically as well as
politically grounded. The challenge is therefore not only to convince governments of the economic benefits,

which are rather obvious, but also to discover politically attractive ways to phase-out tariffs and subsidies’.

There exist different practices to implement trade liberalisation. First of all bilateral free trade agreements
(FTAs) as well as regional FT'As such as the North American Free Trade Agreement (NAFTA), the Asia
Pacific Economic Cooperation (APEC), the European Union (EU), the African Union (AU), which may be
considered important steps toward multilateral trade reforms. On the contrary, FTAs may be viewed as
blocking for multilateral trade agreements. Secondly, a non-reciprocal preferential trade agreement may be
enforced, which allows market access to developed countries. Some of the former EU-colonies have gained
market access to some EU-markets on the basis of past events. Thirdly, the international community could
introduce free trade in its purest form by removing all trade barriers. However, such scenario seems rather
unlikely at this point. Last but not least, the world could impose trade liberalisation by successfully concluding

the current trade negotiations in the framework of the World Trade Organisation (WTO)".

The positive outcome of trade liberalisation is not a new discovery. Following WWII, governments of major

industrial nations considered entering free trade negotiations, but a political fear for an unpopular
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redistribution of wealth, income and jobs refrained governments from taking such actions. The General
Agreement of Tariffs and Trade (GATT) was the outcome of the failure to establish an international trade
organisation in the framework of Bretton Woods. In 1947, 15 countries signed up to negotiate tariff
reductions under GATT. Although the increasing number of participators as well as the poor set-up of
GATT resulted in a general acknowledgement that the GATT-arrangement was not sufficient to handle
global trade. As today, the world has managed to create an international trade institution, the WTO, which
came into existence as successor of GATT in 1995. WTO accounts for more than 95 % of global trade with
152 members. The focal work of the WTO is to promote free trade on fair trade conditions’. The
comparatively recent creation of WTO as well as the fact that some of its features remain from GATT has

been a significant and critical challenge in the age of globalisation.

In November 2001, WTO introduced a new round of trade negotiations; the Doha Development Agenda
(DDA). Unlike former rounds under GATT, the Doha-Round (DR) was first and foremost launched to
boost economies of developing countries while the developed countries abolish their trade distorting
measures. The Doha-Negotiations (DN) have turned out to be more problematic than expected. The
deadline for completing the DN has repeatedly been put off because the WTO-countries have not been able
to reach consensus and in this connexion the rich and poor members have acted as rivals. The DN have

therefore experienced little progress and many delays.

The main areas being negotiated in the DR concern the so-called Singapore Issues (investment, competition,
transparency in government procurement and trade facilitation), Non-agricultural market access (NAMA),
services (GATS), development (Special and Differential Treatment) and most importantly agriculture.
However, it is not exclusively the areas of the negotiations that have determined the process of the DN. New
strong attitudes of emerging markets have come forward on a larger scale and challenged the dominant
positions of the US - as the world’s only hegemony — as well as the EU. The actors have throughout the
process formed different groupings and alliances, which have made a common cause with proposals in the

negotiations.

As to world affairs outside the framework of WTO, such factors have also directly or indirectly influenced
the Doha-process. The global community has reached a crisis of increased demand for oil and food
inconsistent with unaltered supply, which has resulted in record high world prices. Additionally, a critical
point relating to the international trade negotiations is that some developing countries suffer from civil wars,
poor governance and corruption. These circumstances may exclude developing societies from the likely gains
of free trade. Moreover, 9/1 marked a beginning of new era for many people. On that day the West
experienced the power of Islamic fundamentalism and the world was shook to its very foundation. The DR
was launched only a few months after the first terror attack of the World Trade Centre. Consequently, the US

and NATO have declared war on terrorism and invaded Afghanistan to fight the Taliban and Al Qaeda.
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Recently, the ongoing war and rebuilding in Afghanistan have implied disputes in the framework of NATO,
which may spill-over and affect cooperation in other international institutions such as the WTO and vice
versa. Further, the US and some EU-allies decided in 2003 to invade and “disarm” Iraq’s nuclear weapons,
which however proved to be on false ground and without UN-mandate. This demonstrated that US
unilaterism is still evident in the 21% century. As to the case of climate change, this has entered the world’s
top-ten agenda. Whereas some developed countries have taken the lead in fighting climate change, others
have been reluctant to accept that climate change sis predominantly caused by human activity. The fact that a
relatively large proportion of the international community puts a lot of work into dealing with climate change
could imply environmental measures that may be considered as trade distorting and inconsistent with WTO-

rules.

1.2. Problem formulation

How has the Doha-Round developed and what factors have been significant or critical in determining
the progresses and delays in the Doha-negotiations, and are these factors primarily economically or

politically related?

1.3. Method

The thesis will primarily make use of a qualitative research method to grasp an in-depth understanding of the
behaviours of actors as well as the underlying reasons of the attitudes and positions evident in the WTO and
the DR. The project is a combination of an empirical and theoretical research. A thoroughly empirical study
has been carried out in order to recognise the central issues of the DR causing progresses and delays in the
negotiations. These are further developed and explained by theoretical interpretations, which determine the

relation between the empirical and theoretical analysis of the thesis.

Empirically, 1 tound it very essential to cover more than one of the most important factors influencing the DR
in order to demonstrate a more complete picture of the negotiations as well as an in-depth insight. This
would not have been possible in the same manner if merely focusing on one or two factors. It has from my
extensive empirical research become clear and possible to narrow down the most influential factors. These
concern the WTO as an intergovernmental institution, the areas being negotiated; the a#titudes of the actors as
well as different world affairs directly or indirectly influencing the DR. I have investigated and included all four
perspectives in order to get a more comprehensive analysis of the DN. The analysis is based on an extensive
groundwork consisting of reports, books, articles, speeches, inside reports and information from Doha-
specialists and diplomats of the Danish Foreign Ministry and the Danish Embassy in Washington D.C. as
well as interviews with key figures in the DR. The comprehensive material collected presents several diverging
perspectives of the issues analysed in the thesis. It has thereby been possible to present different views on a

large scale in order to go deeply into the subject as well as attempting to cover the most important aspects of



the cases in focus. This empirical approach has made it possible to determine the process of the DR and

clarify some of the most significant or critical factors determining the progresses and delays in the DN.

First the paper will include an introduction to the theoretical framework and secondly an analysis of the
WTO and the MTS are presented, which contains a discussion of how WTO as an intergovernmental
organisation may be responsible for some of the progresses and delays in the DN. In addition, this section
includes the main characteristics of the WTO such as basic fundamentals and principles, organisational
structure, decision-making and dispute settlement procedures as well as a discussion of the future prospects

and extensive critique of the WTO.

Thirdly, the progresses and delays in the DN will be analysed in regards to the areas and actors of the
negotiations. As to the most significant areas of the negotiations, the dissertation will examine agriculture,
non-agricultural market access (NAMA), services (GATS), Singapore Issues (SI) and the case of the
development agenda. The analysis of the five different areas will attempt to demonstrate the purposes of
including the specific areas in the DR, the different proposals and demands evident in the DN, the actors’
positions, the main obstacles, interactions between the areas (spill-overs), the process of the bargaining as
well as a status of the negotiations June 2008 and future perspectives. As to the actors of the DR, the report
will analyse the main actors obvious in the DR. In most cases, the actors have been classified as developing
versus developed countries. Moreover, the actors of the DR do not only concern the countries per se, but to
a large degree groupings and alliances. The actors will be analysed in terms of their roles, attitudes, powers,
relations, interplays as well as (possible) changes in positions caused by current events as well as domestic and
regional circumstances. It may be assumed that the areas of the negotiations and the attitudes of the actors
are based on purely economic interests in the liberalisation talks. However, it appears that if merely including
economic perspectives, it will not be possible to understand the DN. In this respect, political grounds have
also determined the process of the DR. Therefore the areas and actors causing progresses or delays in the

DN will further be analysed in terms of being mainly economically or politically related.

Fourthly, the paper will look into some of the wor/d affairs, which to some degree have influenced the process
of the DR directly or indirectly. The paper will therefore explore relevant and current world affairs such as
the oil and food crisis, civil wars, poor governance and corruption, terrorism and climate change as an
attempt to illustrate their interactions with the international trade. Lastly, the fifth section contains a

conclusion as well as future perspectives of the WTO and the DR.

Theoretically, the assignment will use different economic and political theories of international trade and
relations, which have been scrutinized and proven relevant and useful to develop and explain the various
scenarios analysed. In this connexion, the paper applies opposing theories to the fields analysed in order to
explain the subjects from diverging perspectives. Overall, the thesis operates with three economic theories

and three political theories.



The economic grounds of the WTO and the DR are explained and supported by three different economic
theories, which to some extent cover contrasts of economic thinking. The (neo-)classical liberal economic theory of
international trade is exercised in the thesis in order to illustrate the theoretical economic rationales of free
trade. In this connexion, economic market liberalism is specifically applied to explain WTO’s supposed long-
term goal of complete trade liberalisation of the MTS with free market forces non-governmental interference.
On the contrary, the Listian infant industry protection theory of international trade (neo-protectionism) will be employed
to account for the development prior of the DR. In spite of the free trade objectives of the WTO, neo-
protectionist measures are offered to developing countries to boost their industries and to become
competitive in the MTS. Neo-protectionism in the DR is meant as a step towards free trade as in a fair way to
obtain trade liberalisation. However, whereas the infant industry protection theory allows for neo-
protectionist instruments of developing countries, it does not support the use of protectionism in developed
countries’. In the economic analysis of free and fair trade, the theories of transition — shock therapy and
gradualism — are included in the discussion of the pace of trade liberalisation. Moreover, the neo-Ricardian
comparative advantage theory of international trade will be incorporated to demonstrate the static gains of free trade.
More specifically, how countries as an outcome of trade liberalisation tend to specialise in productions in
which they are most efficient and less in productions in which other countries are most efficient’. In the lack
of economic theories accounting for the developed countries’ continuation of trade protection of industries
with limited trade and economic significance although of vital importance for the developing world, political

theories are applied to comprehend these tendencies.

The political motives apparent in the DN will be developed and explained by theories of international
relations in order to explicate the behaviour of the members in the DR. In this respect, the three following
political theories will be included; Neo-realisnz (INR), Neo-Liberal Institutionalism (NLI) as well as the theory of
Hegemonic Stability (HS). NR will mainly be exerted to give an explanation of the delays in the DN in terms of
actors essentially safeguarding national interests and not following their Doha-commitments because one
country’s gain is another country’s loss. As oppose to NR, NLI will be used to explain how the actors in the
framework of the WTO may be willing to give up some areas in order to gain in others benefiting all parties
involved. Additionally, NLI is adopted to clarify if and how national interests may converge in international
forums to represent collective interests. The NLI-approach is consistent with the basic principles and
assumptions of the WTO. From this point of view, NLI may be useful to explain the progresses in the DN,
but also the setbacks in the negotiations because the members obviously have not acted in accordance with
the theory of NLI in all respects. The theory of HS is taken into account as an attempt to examine the
international world order as a unipolar system. Further, the HS theory will be used to explain how the powers

of the US have been challenged and the effects it has had on the DR and the WTO.
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Last but not least, the integration theory of Intergovernmentalism (IG) is applied to elucidate the current
organisational structure of the WTO. In contrast, the integration theory of Neo-functionalism (INF) is used to
illustrate an alternative to how the WTO could develop as an international institution as well as a body of
global governance in order to deliver the results needed if a liberalised MTS is to be actualised. Whereas 1G
holds that governments are the solely decision-makers of the WTO, the theory of NF argues for further
concede of authority to the WTO creating powerful supranational institutions, which are better suited to
handle global trade. Moreover, political theories of democracy — as in Direct democracy, Deliberative (consensus)
democracy and Supranational democracy - are encompassed in order to evaluate the democracy model of the WTO
and the heavy criticism this has been exposed to. The political theories of democracy and integration will be
elaborated on in the analysis of the current decision-making procedure of the WTO as well as presenting
contrasting structures. However, since these theories are only involved on a small scale — more specifically in

the related analytical part of the WTO — they are not included directly in the theoretical framework.

1.4. Limitation

There may in some cases exist a problem in identifying the real reasons and motives causing progresses and
delays in the DN because of the fact that all WTO-meetings are held behind closed doors. The WTO Doha-
documents are published, but still only the representatives attending the meetings have a complete insight of
the negotiations. Further, the participants have to some extent been careful in regards to making public
statements about the negotiations. In spite of the possibility for using these statements in the analysis, one has
the bear in mind that all of these are subjective and might lack in terms of objectivity and giving a complete
picture. If perceiving a more factual explanation for the progresses and delays, the original records of the
negotiations should be published, but that is not the case. The analysis emphasises that there exist numerous
subjective and objective reasons and conditions for the progresses and delays in the DN. Some reasons may
be obvious and open. Others may be discovered and concluded through in-depth analysis. Finally, some

reasons are never identified partly due to the closed-door meetings causing a lack of transparency.

As to the choice of theories, it has been necessary to select a few out of many suitable theories. The inclusion
of an empirical as well as theoretical analysis has implied that merely the most obvious and relevant theories
are applied. Moreover, it has not been possible to include and analyse all the plausible grounds for the
progresses and delays in the DN. However, the paper includes the most important factors, which have
become evident from the comprehensive empirical research. Additionally, it has been necessary to exclude
drafts of already prepared sections as well as in general restrict the number of ideas for sections. However, the
background literature used for these eliminated sections still appears on the list of references and bibliography
as a part of the curriculum of the thesis. Moreover, it has not been possible to cover all aspects of the WTO.
Alternately, the most important characteristics in this context are included as well as the most essential

shortcomings of the WTO, which may prove to have been decisive for the problematic process of the DR.



Additionally, it has obviously not been possible to cover all areas negotiated in the DR and narrowly the thesis
includes the main areas of the negotiations. Further, the analysis of the different areas is also limited in regards
to the technical details and substance of proposals and modality drafts because that type of information is not
the key point in focus. In addition, the actors of the DR have been limited as to focusing primarily on
developing countries versus developed countries as two (opposite) groups in the negotiations. This approach
may weaken the understanding of the DR as well as limit the grounds for the progresses and delays in the
DN. For example many of the problems in the negotiations have in particular related to the least developed
countries (LDCs). However, this approach makes it possible to focus on the so-called power game between
the developed and developing countries (emerging markets) evident in the DR, which may be considered one
of the most crucial aspects to cover in this connexion. Although to some extent, the project does consider the
economic and political disparities between emerging markets and LDCs. Hence if all the actors and areas of
the DR were included on a larger scale, the extent of such approach would imply that the thesis merely dealt

with these factors. Since that is not the case, this limitation has been necessary to carry out.

As to world affairs influencing the DR, only the most crucial factors are closer examined in the thesis. These
have in some cases already or may within nearest future affect the DN causing advances or setbacks in the
negotiations. Much more global events have taken place, which to some degree have had an impact on the
DN. However, the point with this section is not to include all relevant interactions of world affairs, but rather
to illustrate how and why international affairs outside the framework of the WTO may cause for progresses or

delays in the DR because the WTO does not hold the power or ability to control these spill-overs.

1.5. Introduction to theoretical framework
This section is an introduction to the theories applied in the theoretical analysis of the thesis. It is therefore

only the main points and critique, which appear from the following section.

1.5.1. Neo-classical liberal economic theory of international trade

The economist Adam Smith first introduced the free trade approach in the 18" Century with his ‘invisible
hand theory’. Governments must not intervene in the economy and world trade must be based on pure
market forces in a free market capitalist economic system®. This was later adopted as a universal principle by
the laissez-faire economists of the 19th Century’. The end of the 19th century and early 20th century set the
liberal economic theory out of practice. In the mid-20" century social and collectivist thought were mixed
with the classical idea of liberal economics'. In this respect, the Austrian-British neo-classical economist and
Nobel Prize winner Friedrich August von Hayek continued to defend the classical liberalism and free market
capitalism against socialist and collectivist thoughts. Hayek was one of the leading critics of collectivism and
socialism. Hayek stressed that socialism would require central planning as oppose to decentralization, which

might lead to totalitarianism. In addition, Hayek emphasised that collectivism would call for a central
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authority. Despite the spread of social and collective thoughts, many countries adopted Hayek’s economic
liberalism from the 1970ties. For instance Hayek inspired the market policies of Margaret Thatcher and
Ronald Reagan''. The reviewer, George Orwell, has been one of the main critics of Hayek among others
stressing that: "But he does not see, or will not admit, that a return fo 'free' competition means for the great mass of people a tyranny
probably worse, becanse more irresponsible, than that of the State. The trouble with competitions is that somebody wins them. Professor
Hayek denies that free capitalism necessarily leads to mongpoly... Capitalism leads to dole quenes, the scramble for markets, and war'?". In
spite of this critique, the papet’s inclusion of the neo-classical liberal economic theory of international trade
will retain its classical meaning corresponding with the work of Hayek. Neoclassical liberalism of international
trade is more specifically used in the dissertation to explain the argument of international trade being based

on pure free market forces eliminating subsidies and tariffs as government protectionist instruments in a

liberalised MTS, as in the long-term goal of the WTO.

1.5.2. Neo-Ricardian comparative advantage theory of international trade

The benefits of free trade may be divided into so-called dynamic and static gains. Whereas dynamic gains
relate to the economic gains, the static gains arise from countries specialising in productions, which they can
provide most efficiently, and less of what others can produce more efficiently"”. The static gains are explained
and supported by the Neo-Riparian comparative advantage theory of international trade, which stresses that a country
should specialise in products or services in which they have a comparative advantage'’. In addition, the
comparative advantage theory explains how outsourcing to countries with low production costs is
economically beneficial not only for the multinational corporation (MNC) moving their productions overseas,
but also for the countries that are outsourced to. If a country, like some of the developing countries and
LDCs, has none absolute advantage in any product, it may instead specialise in producing and exporting

products or services for which it has the lowest production costs”

Critics of the comparative advantage theory have stressed that the doctrine no longer holds in the global
economy. In the 18th century it was assumed that the factors of production such as capital and labour were
not easily moved across international borders, which to a large degree is a matter of fact in the age of
globalisation. If factors of production can relocate to wherever they are most productive and if only few
countries hold cheap labour, it will imply that some countries win and others lose and the comparative
advantage is thereby undermined'’. This critique has come forward as a consequence of the latest
development in which new emerging markets and economies of developing countries have emerged on a

larger scale. Among others some former US officials have supported this critique as an opposition to e.g.

China.
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1.5.3. The Listian industry protection theory of international trade

The infant industry protection theory of trade - referred to as neo-protectionism — was first presented by the first
American Secretary of the Treasury Alexander Hamilton in the end of the 1700ties followed by Friedrich List
a German and American economist in the mid-1800ties. As Hamilton, List was not a supporter of free trade
in its purest form and questioned the industrial countries’ strong wish to introduce free trade. List denied
Adam Smith’s theory of the significant and equal gains of free trade, which he argued individual private
interests within a nation would obstruct. He also criticized Smith’s theory of a liberalised international trading
system, which he claimed would be a mercantile system. List argued that free trade between two nations,
which were not on the same level of industry development, would result in unequal gains mostly benefiting

[

the industrial countries: “..I saw clearly that free competition between two nations which are highly civilized can only be mutually
beneficial in case both of them are in a nearly equal position of industrial development, and that any nation which owing to misfortunes is
bebind others in industry, commerce, and navigation. .. must first of all strengthen her own individual powers, in order to fit berself to enter
into free competition with more advanced nations’””. In this respect List claimed that special treatment of countries in the
international trading system would be decisive for their economic growth and development. More specifically,
a country’s circumstances and economic status should be taken into consideration. Further, List argued that
industry protectionism would boost a country’s economy more than liberalised trade would offer!s. List
would most likely have been against an international institution as the WTO since he considered independent
nations as the most important actors. Nations that at all time would promote welfare, gain strength and
power, protect themselves - also in terms of trade - at the expense of other nations: “..a nation would act nnwisely
to endeavour to promote the welfare of the whole human race at the expense of its particular strength, welfare, and independence. 1t is a dictate
of the law of self-preservation to make its particular advancement in power and strength the first principles of its policy. A country should not
count the cost of defending the overseas trade of its merchants. ..the manufacturing and agricultural interest must be promoted and protected
even by sacrifices of the majority of the individuals, if it can be proved that the nation would never acquire the necessary perfection ... without

such protective measures’”.

The criticism of the infant industry protection theory argues that protection is likely to be the second-best
policy rather than a first-best policy, which would be elimination of all trade barriers™. Further, sceptics argue
that if an industry is to be protected until it is good and ready to compete in the MTS, its success is as likely as
its failure. Protectionist programmes, as incorporated in the Doha Development Agenda, are thereby
unreliable in practice”’. Despite the arguments against protectionism of industries, the WTO has found it

necessary to allow for in order for the developing countries to have a chance to survive and might even

succeed in the MTS.

' List, Friedrich (1841). “The National System of Political Economy”, translated by Sampson S. Lloyd M.P., "The Politics," 1885 edition, 4th Book Authot's
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1.5.4. Neo-realism (NR) and Neo-liberal Institutionalism (NLI)

Neo-realists (NR) find that the international system is anarchically and the behaviours of states within an
international institution such as the WTO are primarily affected by the all-time protection of self-interests.
States will not subordinate their self-interests to international institutions’ collective interests. The
international structure is thereby decentralized with sovereign states rather than holding a central authority.
Neo-realists recognise international institutions as the WTO, but such international forums are basically
power plays in which countries cooperate against a background of national interests. An international
institution as the WTO has no importance or power in itself; it is the states set the agenda™. Further, NR
focuses on the potential of conflicts in international cooperation and relative gains in which one country’s
gain is another country’s loss — referred to as ‘relative gains’ and ‘prisoners dilemma’™. States are concerned
about other countries gaining more from the cooperation®. NR finds that scholars, who ignore the matter of
relative gains, will fail to identify a major source of states’ understanding of and actions in international

relations?s.

In this respect, NR considers international politics as reflecting power politics. States seek to maximise their
relative powers resulting in ‘balance-of-power’ within international institutions affecting international
relations. It is thereby the most powerful states that control international regimes™. NR concentrates on these
great powers, which determine the actual results of international cooperation. The American professor
Stephen Walt has commented NR’s balance-of-power approach, which he has renamed ‘balance-of-threat’.
The most threatening states are not necessarily the most powerful. States’ behaviours are to a larger extent
influenced by threats than powers of other states”. NR claims that power is determined by a country’s
military and economic status, as in ‘hard power’. NR has much focus on security and stresses that states
secure themselves by offensive military means against potential enemies, which increase their relative power.
Conflicts arise from international relations and are resolved by war”. States can never predict the intentions
of other states creating an atmosphere of distrust. They have to be protective in regards to possible loss of
power and thereby other states are considered a threat to their survival. This lack of trust, as argued by neo-
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realists, is referred to as the ‘security dilemma™.

Neo-realist Kenneth Waltz has stressed that a bipolar system — as evident during the Cold War with the
Soviet Union and the US — is much more secure and reliable than a multipolar or a unipolar system as evident
today with the existence of one hegemony - the US. The risk of a unipolar system is the lack of great powers

to form alliances. A hegemony is also derived from self-interests and only supports the system as long as it

2 Jackson, Robert and Georg Sorensen (1999). ”Introduction to IR”, Oxford University Press, US: New York, ISBN: 0-19-878195-4, Chapter 3.
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looks after its specific interest. If the powers of hegemony decline, the system will fall apart and create

instability™.

The main critique of NR has uphold that the theory is narrowly focused and that NR does not take into
consideration that international politics is based on discussions and negotiations with different voices and
perspectives’. NR has in general been criticised for its pessimistic view on international relations; especially in
regards to the positive effects of the presence and widespread of democracies. In defence Waltz has stressed
that potential wars between democratic states have been avoided due to other reasons than the very existence
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of democracy ™.

Neo-liberal Institutionalism (NL.I) finds that international regimes arrive through a convergence of national
interests, as in collective interests. NLI supports establishments and maintenance of international institutions,
which are launched to manage challenges of globalisation. International institutions have an important role in
many respects. As an international organisation, the WTO plays a vital role in promoting, mediating and
coordinating international cooperation between states. States are still the key actors in international relations,
but there are also other important actors such as international organisations in which states pursue their
interests through cooperation. NLI considers international organisations as forums in which countries
concentrate on ‘absolute gains’ as the benefits of international cooperation. States are willing to give up on
some areas in order to gain in others as in the possibility of mutual wins, which can be realised in the
framework of international institutions™. The states merely focus on gaining something rather than if other
countries gain more. The most important thing in international cooperation is common interest between

states, which move the focus away from relative gains™.

As oppose to NR, NLI stresses that power is influenced by ‘soft power’ means in terms of strong ideological
or cultural measures spread by the media and other efficient forms of information technology. NLI does not
deny the importance and existence of hard power, which however should be combined with soft power. In
addition, NLI does not deny anarchy. In fact a positive anarchic system with security and peace among
democracies as well as emergence of cooperation through international institutions is possible to obtain™.
Moreover, NLI considers anarchy as lack of international institutions to adopt international rules against the
greatest threat to international cooperation, which basically is free-riding and cheating. International
institutions may limit the risks of states cheating by transparency. International institutions thereby reduce the

lack of trust and fear™.
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According to NLI-theorist Keohane, a hegemony is characterised by its economic, military and technological
dominance and a hegemony has the will and power to make and implement international norms. The
existence of a hegemony is in the best interest of all states creating stability within international institutions. If
a hegemony’s powers decline, it will not imply the end of international institutions, which somehow will

create their own life”’

The main critique of NLI is focusing on the assumption that NLI overlooks the risk of wars as well as the
case of security, which cannot be solved by liberal progtess, as history is evidence of”. Liberal conditions
such as economic interdependence is not a new phenomenon and has not been a successful condition in the
past to prevent wars”. In response NLI has expressed that such statement reflects that NR ignores the fact
that the world has become globalised - “NR manages to leave most of the substance of the field outside the straitjacket”” - in
which a global economy with close economic interdependence is a matter of fact'. If a country chooses not
to be a part of the global system, it would most likely have a negative effect on its economy". World politics
is changing from a solely state system to a global political system. Robert Keohane is considered one of the
founders of NLI and has in this respect stated that: “..zbe insistent of neo-realist that institutions have only marginal effects
leaves neo-realism without a plansible account of the investments that states have made in such international institutions as the W1TO,
NATO and regional trading organisation’”. Neo-realists do not argue that there have been no developments, but the
changes have not influenced the existence of anarchy and the self-help system*. Moreover, NLI points out
that many countries have developed democracies, which has positively affected international cooperation. It

seems rather unthinkable that these would return to authoritarian conditions®

1.5.5. The Hegemonic Stability theory (HS)
One of the founders of the HS theory Charles P. Kindleberger has claimed that there must exist a hegemony,
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one dominant state, for an international system of trade to function: “..for the world economy to be stabilized, there has
1o be a stabilizer — one stabilizer'®”. The reason that a hegemony is necessary is because of the problems in
convincing all states of institutionalising and regulating the international trading system. Therefore, a
hegemony must take the lead. However, a hegemony is also acting from self-interests. As the most dominant
actor, a hegemony is often to gain the most from creating international institutions and cooperation, but it is
also willing to pay the possible costs”. A hegemonic state may be convinced that a liberalised system will

imply more relative benefits for the hegemony and its businesses, while offering benefits of absolute gains to

the other participating states. Market liberalism is the main interest of the hegemony, but other states must
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share these goals and common interests in order to realise a liberalised trading system. In spite of all states
benefiting from the liberal hegemonic system, eventually the hegemony may experience a decline of its
advantages leading to non-hegemonic states overtaking its position. This may threaten its survival as a
hegemony and the unipolar world order™. If such scenario occurs, HS finds that an international institution as

the WTO may create its own life rather than taking the fall along with the hegemony.

Critics of the HS have stressed that other states are able to influence the hierarchy of the international system.
It is thereby not merely the hegemony, which controls the world order, as evident in the DR. Moreover,
history does not hold evidence of the international system breaking down primarily due to the lack of a
hegemony and further a hegemony’s power will always at some point decline”. The question from this point
of critique is if such scenario is about to come true in terms of the US’s powers declining, as the world’s only
hegemony? Or are the powers of the US status quo or actually increasing? Either way, other states of the

system may have challenged or taken advantage of such changes.

Chapter 2: The World Trade Organisation

2.1. From GATT to WTO

On 1 January 2008 the MTS celebrated its sixtieth anniversary. It all began with the establishment of the
General Agreement of Tariffs and Trade (GATT) on 1 January 1948. As most of the world’s international
institutions, the US was the main founder of GATT, which was created in the framework of Bretton Woods
and signed by 23 countries. However, as oppose to the other Bretton Woods institutions, GATT was only a
cooperation forum since government failed to create a trade organisation per se. Under GATT the foremost
assignment was to reduce and bind tariffs and abolish restrictions of trade in goods. GATT included eight
rounds of trade negotiations in which considerable trade liberalisation and important trade rules were

implemented.

At this point in history, the most significant trading round has been the Urugnay Round (UR) under GATT,
which was in launched in 1986. Approximately 123 countries participated and the final draft - the Marrakech
Agreement - was entered in 1994, UR included new areas, rules and agreements as well as specifically
addressing the needs of the developing countries. Further, UR laid the ground for the WTO, which was
created in 1995 as successor of GATT. As under GATT, the political and ideological basis of the WTO is
that there are beneficial gains and economic advantages of trade liberalisation. However, fair conditions for
the poorest and badly positioned countries must be offered fair conditions. In this respect, the ‘free-riding’

that developing countries enjoyed under GATT, as in no demands for reciprocity (counter-offers) for
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developing countries, has been reformulated to ‘special and differential treatment’ (SDT) of developing
countries. WTO is the main international institution to promote free and fair trade in order to facilitate trade
of goods and services boosting the world economy. WTO promotes free trade by persuading countries to
abolish tariffs on imports (increase market access) and eliminate subsidies (reduce domestic and export
support)”. WTO attempts to promote fair trade by enforcing different rules and agreements supporting
reciprocity (counter-offers), dispute settlement, SDT of developing countries, etc. In this respect WTO serves

as the basis for the global MTS in which ongoing negotiations — the DR - still are taking place™.

The WTO is considered far more extensive than GATT because of the expansion of members, areas,
agreements and rules: “The MTS had a rocky beginning, but its focus of purpose proved to be its early strength. The system expanded
inexorably over the years, both in terms of membership, issue coverage and institutional purpose, culminating in the establishment of the
WTO in 19955*”. As a result, it may be argued that the power and importance of the WTO has correspondingly
increased. Contrary to GATT, which was based on a treaty and set of rules, WTO 1is an international
institution with the same international judiciary status such as the UN™. As today, GATT works as an
umbrella treaty for trade in goods under WTO. WTO agreements and rules are considered binding
international formal and informal law. As the only global trade organisation, WTO handles trade negotiations
and regulations, trade monitoring and trade disputes between countries on the basis of trade accords, which
have been negotiated and agreed on by all WTO-members. The WTO can thereby influence world politics
despite the fact that the member states are sovereign and decisions primarily made by consensus, however in
some cases by unanimity. The WTO is thereby characterised as an intergovernmental organisation™. In May
2008 WTO consisted of 152 members with Ukraine being the last country admitted’ representing more than
95 % of world trade™.

2.2. Fundamentals and basic principles of the WTO

The WTO is based on two trade policy principles: 1) the Most-Favoured-Nation principle (MFN), which
implies that all WTO-countries must be treated equally and non-discriminatively. If a country grants any tariff
or product benefit to another country, it must allow this to all countries — also non-members. There exists
some exceptions in this respect such as regional trading blocs that are exempted from the MFN as well as
special arrangements — trade and development programmes - between some developed countries and LDCs.
2) the National-Treatment principle (NT) implies that foreigners and locals must be treated equally. An
imported product must not be less favoured than similar products that are produced domestically. In this
respect a country must not impose higher internal taxes on an imported product than on a comparable

domestic product.
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These rules of non-discrimination demonstrate that the WTO is not merely launched to introduce free trade,
but in fact dedicated to open fair and undistorted competition gradually and transparently through
negotiations”. However, considering that these non-discriminative principles were adopted under GATT, the
latter principle of N'T has actually proven to be difficult to use on other areas than goods, as it was originally
designed to. Additionally, it may be stated that the MEFN is not working as attended: “...zhe MEN-principle is the
centre of the GATT/WTO system of rules, but important exceptions exist and it is difficult to make a strong case for MEN from a pure
efficiency perspective...®0”. 'The min reason that the MFN may be considered less efficient is the so-called free-
riding problem, which implies that two countries have gone through considerable negotiations, but all
countries will share the same benefits of the agreement, as a consequence of the MFN. In order to overcome
free-riding, the ‘principle supplier rule’ has been implemented. This basically entails that an exporting country
may request reductions in tariffs from an importing country for a product, but only if the exporting country is
the major supplier of the product to the importing country. Despite the critical consequences of MFN; it is
still argued by economists that it is necessary in order for countries to be willing to participate in the WTO

and the free trade negotiations“. WTO serves as the basis for the MTS in which the four fundamentals are®
*  Trade without discrimination
*  Open and free trade

* Reciprocity — There exist two types of reciprocity: Intra-issue and Cross-issue. As in regards to the
implementation of intra-issue reciprocity, this can be adopted by three different methods; A) Item-by-item and
country-by-country - two countries agree on tariffs reduction of an item, which may increase the risk of free-
riding since it will benefit all countries due to the MFN. This was the normal procedure under GATT. B)
Linear-tariff-cut - all members agree on across-the-board tariff cuts for a broad range of commodities, which
may increase the risk of higher-tariff countries maintaining higher tariffs due to the same percent of tariff-cuts.
C) Harmonisation formula — is the opposite of the linear formula in which high-tariff countries are required to
cut tariffs more than low-tariff countries referred to as the Swiss formula, which is supposed to result in a
harmonisation of tariffs. There does not exist a useful implementation formula for Cross-issue reciprocity.

However, cross-issue linkages are practical to break deadlocks in negotiations.

*  Domestic measurements — This concerns member’s right to suspend tariff reductions agreed on in WTO, if
compliance results in serious damages for the domestic industry or economy. Hence this principle was adopted
under GATT, which recognised that countries might be forced to rely on protective measurements for
different reasons. In such cases the members must only use tariffs for corrections and not quantity-based

restrictions - though with some exceptions for the LDCs®.
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Additionally, the WTO has implemented four principles, which work as the basis for the WTO:

* Single undertaking: Virtually every item of the negotiations is a part of a whole and indivisible packages
cannot be agreed separately — Nothing is agreed until everything is agreeds*. This principle has proven to be an
important reason for the lack of progress in the DN due to the fact that all members must agree by consensus

and all areas must be included in a ‘one-package-agreement’.

*  Transparency: The negotiations must be transparentt>. Transparency is considered significantly important in

international cooperation in order for countries to trust and understand the system.

*  Special and Differential Treatment (SDT). WTO’s argument for the inclusion of SDT is that“...developing
countries are different from advanced economies and temporary exemptions from the general rules (otherwise considered economically
beneficial) constitute an appropriate response to particular development challenges. Developing countries may suffer from market
imperfections and distortions not found in more advanced economies that obstruct their diversification into non-traditional activities.
Resource constraints matke it harder to adjust to the impact of trade liberalisation, to take advantage of new trading opportunities
and to shoulder the costs associated with reform. While trade measures rarely present a first-best policy response, their use may be
appropriate under certain circumstances and for a limited amount of time¢’””. The SDT may be interpreted as neo-
protectionism, which the infant industry protection theory sustains. In this respect the WTO must estimate the
extent of industry protectionism of the developing countries: “A core challenge for the system is to distinguish between
legitimate public policy and protectionism in the design and use of domestic policies’”. 1f a protectionist domestic policy of a
developing country is questioned, it is for the WTO to evaluate the legitimacy, or lack thereof, of the policy in
question. In this respect it is only legitimate for the developing countries to adopt the so-called ‘first-best-

[

policies’, which are considered: “..policies that are the best remedy to correct a domestic market failures and
imperfections®®”. The question is if the WTO-system allows for such interpretation as well as the ability to
estimate, which measurements that should be recognised as ‘first-best-policies’ if country-specific evaluations
are to be considered. As the DR among others has illustrated, it is rather crucial for LDCs that country-specific
evaluations are introduced on a larger scale to avoid that the not only developed and developing countries are

treated equally, but also developing countries, if considering the large economic differences between the

emerging market countries and LDCs.

*  Sustainable Development: The Trade and Development and Trade Environment identify and debate
developmental and environmental aspects of the negotiations to ensure that sustainable development is
appropriately reflected”. In this respect, sustainable development is WTO’s contribution to environment

protection, as elaborated on in chapter 4, climate change.
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2.3. WTO-bodies and the decision-making procedure

The structures of international institutions diverge. The problems and challenges, which they are set out to
solve, demands for different approaches and solutions: “Intuitively, a trade agreement concluded with the objective of tying
the bands of policymakers, for example, requires a substantially different set of rules, and will pose different demands on the institution
administering them, than an agreement concluded with the sole aim of promoting global peace’’”. However, they share the
intergovernmental set-up, but still the WTO is more or less unique in its organisational structure as well as its

procedure for decision-making.

The highest decision-making body of WTO is the Ministerial Conference (MC) - first level - that meets every
second year in which all the members” Ministers of Trade participate. The WTO General Director (GD) and
Chief Executive are elected in this forum. Besides the MCs, the WTO-negotiations, as the DR, are in-
between been carried out in different committees. Further, the MC oversees the work of the General Council
(GC) - second level - consisting of WTO-ambassadors of the member countries, which meet regularly. The
GC is in charge of the daily running of WTO and has the authority to act on behalf of the MC. The MC and
GC make up the decision-making body of the WTO. The third level involves three Councils for Trade that work
under the GC and the fourth level consists of Swubsidiary Bodies and Committees that work under each of the
three councils”. Finally, the WTO has a Secretariat, which mainly is to supply technical support for all the
other WTO-bodies and the developing countries as well as analysing world trade, provide legal assistance in
dispute settlements, advice governments of future members and explain WTO-affairs to the public and the
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media”.

The MCs, also referred to as ‘green room negotiations’, differ from the committee-meetings. The most
important decisions are in fact made in the ‘green room™ . Not all members are represented at once at the
MCs, which therefore has been called the most undemocratic feature of WTO™. As Professor and Executive
Director of the NGO ‘TFocus on the Global South’, Walden Bello, has expressed:“..formal parliamentary sessions
where decisions are made in democratic institutions are reserved for speechmafking. Real decisions are made in backrooms by informal cancuses
whose members are not determined by formal rules and votes but by informal agreement among significant players’s”. In response the
former WTO GD Mike Moore, the current WTO GD Paschal Lamy took office September 1% 2005 for a
four-year-period, has argued that the green room:”...dvesn’t make decisions, but it can assemble the positions that could be
finally acceptable. If the Green Room is representative enough, and the facilitators respected, then you can draft a document which the 140-
plus membership might accept”””. In this respect it is important to underpin that representation in the WTO is not
proportional to the economic size of a country, which gives the developing countries the same power of
voting as the developed parties, as in consensus decision-making with veto-rights. However, still the

developing countries and their supporters have called the green room negotiations undemocratic and non-
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transparent. Martin Khor, who among others is the Director of the Third World Network, has claimed that:
“...the WTO is the most non-transparent of international organisations because the vast majority of developing countries have very little real
say in the WTO systen78”. The fact that the limited number of participants in the green room negotiations has
been put on the same footing as lack of transparency may seem alarming. Transparency is considered a
necessity for international cooperation to work: “Transparency provisions are fundamental to a viable international agreement.
The transparency function fills information gaps, facilitates compliance and helps parties to uphold their rights*”. Former GD Moore
has stated that some of the developing countries have deliberately maintained that the green room
negotiations are non-transparent to excuse the lack of results in their home countries. In this context, Moore
has pointed out that: “The reality of Doha was that developing conntries were alhways in the majority in the room, and conld report
back swiftly to their groupings...a minister complaint about the lack of transparency in the process — from inside the green room®°”. In
addition, Moore has claimed that the developing countries in some cases have entered the MCs with

unrealistic demands and no counter-offers.

On the other hand, developing countries and their sympathisers have stressed that the green room
negotiations of the DR mainly have included narrow proposals of the developed countries holding none
commitment to the development agenda. The question in terms of who is right is an essential debate, if
considering that some developing countries find that they have no influence in the most important
negotiations, which may be a plausible reason for some of the delays in the DN. More specifically, who wants
to or is able to make progress in the negotiations if left out. Even if the developing countries are equally
represented in the green room negotiations, as WTO claims, the critical opinion of the developing countries
in this respect may still cause for delays in the negotiations. Nevertheless, the decisions that are made in the

green room always have to be agreed by consensus as the primarily decision-making procedure of the MCs.

In order to deal with the critique holding that WTO is undemocratic and non-transparent, it would be
interesting to have a closer inspection of democracy, or lack thereof, in the WTO. The WTO has included
different rules of decision-making, which depends on the issue raised. Decisions on matters related to the
basic principles of MFN and NT as well as the GATT treaty are to be decided by unanimity, since these are
considered the fundamentals of the WTO. All other agreements must be reached by consensus, which makes
consensus the dominant decision-making procedure. There are specific rules in some areas on the level of
majority needed for the agreement to be implemented under the consensus method. There exist different
political theories dealing with democracy. One theory of aggregative democracy concerns direct democracy in which
all individual members vote on a final proposal, which must be agreed by unanimity”. Hence this may be
considered as unanimity voting, which is relevant in terms of MFN, NT and the GATT treaty of the WTO.

In contrast, representative democracy as in deliberative democracy may prove more useful®. The deliberative approach
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is based on consensus decision-making as evident in the WTO®. Deliberative democracy may therefore be
referred to as consensus democracy. This deals with the agreement of the majority, but also with the objections of
the minority. It thereby seeks to reach consensus rather than a democratic majority. In this respect, consensus
democracy is considered an approach, which protect minorities from dominating majority ruling®. At first it
may seem implicit that the majority refers to the developed countries - as in the powerful political elite - and
the developing countries as the minority. That would also have been the case under GATT. However, as
today it is the developing countries that make up the majority (two-thirds) in the WTO. Still, developing
countries and their supporters have on several occasions underpinned that an elite of the US and the EU is in
fact controlling the WTO. However, these accusations may have caused for a re-organisation of the
democratic process in which strong attitudes of emerging markets have come forward, which may have
caused delays in the DN. Whereas the developing countries have become much more visible, the developed

countries may no longer hold the same powerful positions™.

Actually, one way that the developing countries have obtained more power in the WTO is because of the
consensus decision-making that operates with negotiation groups, which makes it possible to be represented
in the green room on a larger scale: “The Doba Round negotiations have added a new dimension and a certain fluidity to the
creation and destruction of coalitions and groups within the WT0%6”. It has been referred to as a new game of reaching
decisions in the MTS". One may argue that it has complicated the decision-making since the developing
countries now are highly represented than was the case under GATT. While about eight countries were
participating under GATT, today about 25-30 countries are involved - often the most active countries. In
spite of the increased number of participants, which may be interpreted as a positive democratic and
transparent development, it has brought with it new challenges. It may be argued that rather than being
undemocratic, the MCs actually hold too broad a mandate, which makes the negotiations and decision-
makings a heavy process as well as extremely difficult to enter agreements and reach consensus. The growing
number of participants has to some extent resulted in inefficient negotiations, which are at higher risk for

delays and breakdowns, as experienced in the DN.

In the DR, it is representatives of negotiation groups as well as of regional blocks such as the EU, which
negotiate the Doha-agreement. This scenario may be interpreted as undemocratic because not all 152
countries participate in the green room negotiations. Thereby, the individual countries may find that their
“representatives’” are not representing all their interests. On the other hand, it is assumed that countries have
not entered a specific negotiation group or regional trading blocks if they were not convinced that these
would safeguard their specific interests. This was exactly what happened with the G20-group, which claimed

to represent the developing countries. In the cooling water of the Cancun MC, some of the poorest
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developing countries threatened to end the cooperation with G20, which they claimed only looked after the
interests of emerging markets. However, they have continued their common front against the developed
countries. Additionally, France has felt ignored by EU Trade Commissioners in the DR. More specifically, in
regards to the agricultural area in which France finds that the EU has overstepped its authorities. If France
was represented individually in the DN, it could have caused for a considerable breakdown of the agricultural
negotiations. The members may not all participate in the negotiations, but they do have the opportunity to
veto the agreement in the end. In the case of France, it is rather unlikely that it will do so, if considering that
it has already agreed to let the EU handle international trade affairs, which would be the rational choice

because of the EU internal market.

Institutionally, the WTO is still weak. WTO serves as an intergovernmental organisation in which decisions in
most cases are made by consensus providing a de facto veto-right to each member and obligations negotiated
must be ratified domestically in the member countries. The authority is left to the member states alone, which
implies that the member countries are to self-enforce WTO-rules®™: “The extent to which parties are willing to cogperate
crucially depends on the quality of the enforcement mechanism. In the absence of a supra-national anthority, most trade agreements must rely
on self- enforcement. Codified rules of enforcement reduce the risk of a breakdown of cooperation by providing agreed mechanisms for the
detection, examination and quantification of possible infringements. Rules may also help to improve the enforcement capacity of individual
parties and provide for a range of options to settle disputes amicably. This, in turn, may increase mutual trust within the system and
stimulate deeper ex: ante trade liberalisation commitments®”. In this respect, it may be argued that if the members are not
willing to concede more authority to the WTO, more binding rules on enforcement should be introduced.
On the other hand, if the structure was supra-nationalised as in concede of authority to the WTO creating
supranational institutions as well as including Qualified majority voting (QMV) decision-making, this could speed
up the free trade process and cause progresses in the DN. Hence QMYV is purely majority voting in which the
winners take it all. As to supranational democracy, this imply concede of sovereignty to international institutions,
which create supranational bodies to decide on behalf on the member states of areas that have been delegated
from the powers of the members to supranational institutions. As today, the WTO does not consist of
supranational bodies - although some may argue that the DSB holds supranational authority because of its

power to settle trade disputes.

The theory of intergovernmentalism (IG) states that in decision-making of international organisations power
is possessed by the member states and decisions are made by consensus or unanimity voting”. IG claims that
political leaders engage in integration in order to safeguard their national economic interests. According to
intergovernmentalist Andrew Moravcsik, it is the commercial interests of leading domestic producers,
macroeconomic preferences of ruling governmental coalitions, bargaining among powerful national
governments over the distributive and institutional issues that account for the developments of integration”".

The essence under a purely intergovernmental approach to integration is that no member would find it forced
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to a deeper level of integration than desired””. On the other hand, NF defines the concept of integration as:
“The process whereby political actors in several distinct national settings are persuaded to shift their loyalties, expectations, and political
activities towards a new centre, whose institutions possess or demand jurisdiction over the pre-existing national states®>”. NF argues that
member states concede sovereignty to international organisations creating supranational institutions, which
thereby hold power to make central decisions. The most characteristic about this integration definition is that
it leads towards the formation of a new political community beyond the state. NF thereby demonstrates that
integration is more about a process than a condition. NF is building on the work of the American socialist
Ernst B. Haas, who argued that integration of some areas would spill-over to other areas. According to the
theory of NI, this integration process leads towards the formation of a new political community beyond the
state. 1G rejects the idea of NF and the idea of states concede of powers to international organisations

deciding on behalf of the members.

Moreover, NF claims that members’ concede of authority to international institutions in one area will spill-
over to other areas (spill-over effects) preceding the process of integration. This will increase the powers of
international organisations and their supranational bodies, which are better endowed to handle and protect
collective interests than national institutions. As to a functional spill-over etfect, this implies a technical spill-over
in which the areas negotiated are so mutual independent that integration of one area results in integration of
the other. The areas being negotiated in the DR may be an example of a functional spill-over. More
specifically, as mentioned the areas being negotiated in the DR are to a large extent interdependent, but
agriculture is considered the decisive area of the negotiations. As long as agreements are not entered on
agriculture, the negotiations on the NAMA and services areas will not experience significant progresses. In
addition, a political spill-over occurs when political elites in the international cooperation participate in learning
processes, which stimulates them to change their own interests and activities towards more rational solutions
on a supranational level as a replacement for the national level. In this respect global institutions, the WTO,
are considered favoured forums to solve national, regional and global political matters — as in safeguarding
collective interests. Common interests spill-over occurs when several political actors individually experience
problems in achieving certain objectives and therefore find it beneficial to find a common ground in order to
upgrade common interests to reach these objectives’. The political actors do not change interests, but simply
strategies and the central institutions have important roles as those who embody these common interests and
offer policy solutions at the same time. Via this function the supranational institutions place themselves in
strong power positions in the community”. This may occur if the members experience problems in achieving
certain objectives on the national or regional level and therefore seek to find a common ground in the

framework of the WTO in order to reach these objectives.
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The EU is an illustrative example in terms of combining the IG and the NF approaches, which despite the
theoretical oppositions have turned out to function in practice. Whereas the EU-members still are considered
sovereign and make decisions by unanimity in some areas (IG), they have concede authority to supranational
institutions in others areas as well as implemented QMV on a larger scale (NF). Whereas EU’s highest
political body — the European Council consisting of heads of governments — is still intergovernmental along
with the European Parliament, who’s members are elected by the public in all the European states, the EU-
commission on the other hand is considered EU’s supranational body with authority over the member states
in some areas. It has been possible to combine these two approaches in the EU due to the strong wish for a
united Europe and at the same time necessary due to the increasing number of members (27) making it
difficult to enter agreements by purely unanimity voting. Whereas WTO’s main goal is to liberalise trade on
fair trade conditions, the EU is dealing with much more areas than trade. However, as demonstrated the
WTO is also presented to issues that are not trade related per se and on which it must take a stand. From this
point of view, the EU-model could be a successful alternative to the current model. On the other hand, it
would most likely turn out a rather complex matter to strengthening the WTO in this respect, if considering
the membership of approximately 152 countries with diverging backgrounds and expectations to the WTO. It
would probably be far from all the members that would be interested in conceding more powers to the WTO

to safeguard collective interests.

WTO has made an effort to address the critique of the alleged democratic deficit. Among others WTO has
initiated civilian affairs departments, which are supposed to underpin that the WTO represents civil servants
rather than technocratic views of civil servants making agreements behind closed doors at the expense of
open and democratic representation and negotiations, as claimed by critics. On the other hand, others find
that international cooperation and coordination require technocrats in order to make the right decision for
the WTO and its members as a whole. However, the WTO is an intergovernmental institution, which implies
that for the time being WTO is in all respects a servant to the member states. It may seem unfair to
characterise the green room negotiations as medieval, as stated by some critics, but it may needs to be
modernized in certain respects as to more participators (democracy) as well as improved transparency. As
professor Robert Wolfe argued at the World Public Forum in 2006: “If #he decision making process (if Doba) looks

medieval it is because the world looks so t00%6”.

At first sight, unanimity voting (direct democracy) may be considered the most democratic voting system.
However, since the WTO has 152 members, it would more or less be impossible to agree on any issue and
thereby unanimity voting would be a very inefficient procedure. The WTO has only incorporated direct
democracy when voting on some of its fundamentals. Moreover, if considering that the majority as well as
minority are safeguarded by consensus decision-making as well as including veto-rights, the deliberative
consensus democracy model of the WTO may in fact be the most democratic procedure for the WTO as it

looks today. In addition, this approach may reduce the powers of elites and increase transparency. On the
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other hand, supranational democracy may be considered the most efficient, but this would demand for

concede of authority to the WTO.

Rather than considering the DN as an example of the WTO not working propetly, the complicated process
of the DR could be interpreted as a positive indication of a well-functioning democracy. The fact that the
negotiations have been relatively problematic may be a sign of equality in the negotiations. Developing
countries are now challenging the developed countries, which has resulted in a long negotiation round, but it

may be a sign of an improved democratic process rather than a democratic deficit.

2.4. Dispute Settlement

The Dispute Settlement was already agreed on under GATT, but has developed considerably over the last 60
years. Under GATT all members were involved in resolving a dispute including parties of the case in
question, which also had the power to block a ruling against them. The rule of law was developed in the UR,
Dispute Settlement Understanding (DSU). As today, a country involved in a dispute cannot block a ruling
and further the Dispute Settlement Body (DSB) rules in the case rather than all the members. DSB’s
Appellate Body (AB) was not introduced before the UR and in addition there was no fixed timetable under

GATT. Under WTO a case must not take more than one year to solve or 15 months if the case is appealed’”.

A dispute arises if a member or the WTO finds that another member has violated an agreement or
commitment”. The decisions of the DSB are absolute and all members must to a full extent follow its rulings.
Thereby the WTO-members are empowered to enforce DSB-judgments in terms of imposing trade
sanctions”. If a member infringes WTO-rules, it may result in an imposed penal duty, if the member accused
does not harmonise its violating policy'". In this respect, the DSB works as the central upholder of the MTS
and might be interpreted as WTO’s main contribution to stability. According to the WTO, DSB’s main areas
of work are surveillance and insuring transparency.

Most of cases that DSB handles concern antidumping'”

. The Anti-dumping Agreement was adopted in the
Marrakech (UR) to ensure that export prices are not lower than the prices of the home market, which would
harm domestic competitors. Disputes in antidumping cases are settled by the DSB'” In this respect the US
and the EU have on many occasions been accused of breaching the antidumping rules in terms of agriculture
as well as China in regards to non-agricultural products. However, it may be argued that the grounds for these
antidumping cases diverge. China’s antidumping may be considered a natural consequence of its comparative

advantage in terms of China efficiently specialising in low production costs of non-agricultural products.

Products that China exports at prices, which despite import taxes (tariffs), may be lower than prices of
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domestic products. In contrast, the EU and US cannot argue that their antidumping of agriculture is because
of comparative advantage. In this case it is rather a question of protectionism in which the EU and the US
heavily subsidise their agriculture, which result in an overproduction and lowered prices are dumped in the

developing world harming poor farmers.

The number of cases of the DSB has increased significantly under the WTO among others because of the
stronger attitudes and increased activities of the developing countries. As today, approximately 40 % of
DSB’s cases are raised by developing countries and further about 40 % of these are against other developing
countries. The text of the DSU laying the ground for the DSB states that the members must give more

attention to the developing countries and their needs'”.

The DSB might be interpreted as a supranational institution within the WTO in which DSB holds the
authority to rule, as explained by NF. Additionally, if DSB is considered as a kind of supranational institution
this may spill-over to other areas eventually resulting in “more” or real supranational institutions. On the
other hand, DSB only presents the first ruling, which then is accepted or rejected by all the sovereign
members, as IG holds. In this respect it is important to underpin that unless a majority of the WTO-countries
reject a ruling of the DSB’s then its judgment is adopted. More specifically, if a country wants to block a

ruling, it must persuade a majority of the WTO-members of its opposition'”*

. From this perspective the DSB
may in fact be interpreted as a supranational institution, if considering the members’ difficulties in objecting
to DSB’s conclusions. However, according to the WTO, it is still the member states that hold the authority
and power to ‘give effect to verdict’ because at the end of the day it is the members that are to implement
DSB’s rulings: “...under an international agreement, a DSB may not have the means to give effect to a verdict. Successful dispute
resolution remains in the hands of the parties, depending either on the willingness of the offending party to cooperate or the capacity of the
membership to punish the offender’®”. From this point of view, IG may consider DSB’s role as a pure technical
translator of the treaties and the legislative acts (or servant to the member states), which the sovereign states
have negotiated based on national interests. In this connexion, DSB is not an autonomous power within the
WTO, since institutions can only act on the basis of the most powerful member states’ preferences. This
implies that the supranational institutions are considered as an embodiment of the member states’ interests
and further that the DSB only has a technical and neutral function in the integration process. However, the
member states also have a political interest in respecting a common WTO legal system because the DSB
secures impartial decisions in intergovernmental bargaining at the international level. The DSB is a way for
member states to maintain a judicially regulated market where there is no incentive to comply with the rules
and commitments without making sure that others also comply. Put in order words, the DSB acts as a

“servant” to the member states, which does not imply any loss of sovereignty for the most powerful

members, as the general principles are always consistent with their specific preferences and interests. If a
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judgment or decision departs from these preferences it would most likely be ignored. On the other hand, NF
may consider DBS as a technocrat and master with legal authority over the WTO-members rather than acting
as a civil servant to the members because of its powers to rule and the members’ theoretical obligations to

follow these!®.

2.5. Future prospects and critical points of the WTO

There exists uncertainty and confusion in regards to WTO’s fundamental values as well as the organisation’s
objectives and functions; is the long-term goal to introduce pure free trade globally? Is it WTO’s role to be
facilitator and judge in trade political relations or should the WTO be an actor of global governance and if so
to what extent should WTO contribute to answers in regards to non-trade global challenges? In a global
world, which is constantly changing, new questions and demands in regards to the role of the WTO have
emerged on a larger scale. Some parties consider WT'O’s broad mandate and high range of trade and non-
trade issues as a potential answer to the new political challenges of globalisation. Others, however, are against
the expansion of issues dealt with in the framework of the WTO and find that the current organisational
structure and the decision-making procedure makes the WTO unable to take on such responsibility. The
diverging approaches in this respect may block the possibilities for flexibility within the WTO-system, which
may paralyze the WTO as an instrument. It is therefore necessary and desirable to clarify the indistinctness in
terms of the diverging demands and expectations to the WTO as an international institution working to

realise free trade on fair trade conditions as well as defining WTO’s specific role in the global community.

Globalisation has brought with it new problems and challenges as well as a new world order. These cannot be
met by the member states alone and it may therefore be argued that new forms of global governance are
needed: “..the world economy and world trading system have changed tremendously since the last round of trade negotiations concluded in
1994 (Urnguay Round). New powers are rising and they plan to exercise their might in various ways, including by pressing their vital
domestic concerns. .. A period of reflection over the next years to find a path that is grounded in the new emerging world order might be just
what the WTO needs’?””. The lack of constituted global governance may be a plausible reason for some of the
delays in the DN. WTO’s GD Lamy has been a significant advocate of global governance and has in this
respect expressed that: “The absence of global governance destroys the very idea of progress. To address the global questions, problems,
threats, fears, at the appropriate level, we need more governance at the global level. The WTO can play an important role in global
governance'®®”. The question is if the world is ready for such development and in that case which international
institution that is to take the lead or, if all the existing international organisations are to constitute global
governance commonly. As it looks today, the WTO lacks in terms of means, instruments, authority and
political power to develop and work as a global governance institution, as noted by Lamy: “For democracy to be the
organisational principle of global powers, we need to build it and we could begin to do so with our existing international organisations. We
have to advance one step at a time and ensure there is a basic level of trust in every international orgnisation that can put forward initiatives,

reach compromises and propose solutions. The UN Secretary-General can play that role, assuming that the permanent members of the

"% Moravesik, Andrew. The Choice for Enrope. UCL Press Limited 1998 p. 54 - 56
17 Polaski, Sandra (2006). ’The future of the WTO”, Carnegie Endowement for International Peace, US: Washington D.C., September 2006, pp. 1-5.
108 Lamy, Pascal (2005). ”Towards global governance?” WTO News, Speech, 21 October 2005, http://www.wto.org/english/news e/sppl e/sppll2 e.htm.




Security Council allow him to do so. Similarly, the Directors of the WB have the power to kick-start their institutions. So, to a lesser extent,
do the Directors General of the 11LO and the WHO. The Director-General of the WTO, on the other hand, does not have that power
because the consensus principle — however important in terms of the ethos of the WTO — makes it formally difficult for him to take real
initiatives’®”’. 1t is a matter of fact that introducing global governance would be a gradual process in which
interests, norms, rules and values are to undergo considerable harmonisation. Nobel prise winner in
economics Joseph Stiglitz has emphasised the problems in economic globalisation outpacing political
globalisation. As today, countries are far more interdependent and need collective action on many areas.
However, the international community still has not created political structures that allow for such in a
democratic way, as in the case of the WTO. If solely including the economic aspects of trade liberalisation,
the free trade agenda ignores that need''’. Neo-realists would deny further WTO-integration and members’
concede of authority to the WTO as an global institution because of the lack of ability to safeguard national
interests first and foremost as well as international institutions merely offering relative gains. On the other
hand, NLI could support such development if countries’ national trade interests converge to collective trade

interests in which all members absolute gain, which is best handled by a central upholder, as the WTO.

The traditional obstacles for trade in goods, as GATT engaged in, were mostly related to quantitative matters.
However as today, the main obstacles for trade are also to a large extent considered qualitatively related. More
specifically, new trade barriers based on rules and principles have emerged on a larger scale, which for
example concern consumer protection, protection of patents and brands, education and qualification
requirements for suppliers of services, environment protection, labour protection, etc. Consequently, trade
barriers are attached to countries’ domestic laws or regional restrictions on products and services. Thereby,
trade policy has in general moved from interface relations between countries to so-called “behind-the-border”

relations.

Overall WTO claims that it has been founded to make the global community a better place by introducing
free trade on fair trade conditions. Despite this intension, WTO has been met with suspicion'"'. Besides its
structure and decision-making procedure being labelled as undemocratic, non-transparent and outdated,
WTO is criticised for dictating trade policy, supporting free trade at any cost as in taking priority of
commercial interests over development, environment, health, etc. Further, WTO is accused of destroying
jobs, worsen poverty, merely supporting the elite of developed countries as well as a tool for powerful
lobbyism. WTO-representatives do not completely deny the fact that the WTO lacks in certain respects, as
expressed by Lamy at the WTO public forum in 2006: “There are flaws in the system...the WTO is far from being a perfect
instrument, but the last 10 years of multilateral trade cooperation has shown that we need this, albeit imperfect, international instrument,

and onr commonly shared goal should be to work together to make the WTO better reflect our aspirations.. . In that sense the WTO is like
an 11-year old. The expectations are often too high and there is not enongh appreciation for what it already accomplished. What the WTO
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needs today is a mix of political conrage and vision to improve the things it does well and change some of its imperfections'’?”. If even the
GD of the WTO admits that the WTO lacks in more than one respect, it seems more understandable that the
WTO is a subject to heavy critique. But rather than considering it as critique, some of the arguments could be
used as suggestions or guidelines to develop the WTO. In addition, rather than considering WTO as

medieval, it may be interpreted as a “newborn”, as stated by Lamy.

WTO stands in front of many issues and interests that — for the want of something better - are to be handled
in an intergovernmental set-up, which basically has been established with other objectives in mind. A high
number of issues handled in the WTO are non-trade related and go far beyond the authority of the WTO.
Many discussions and negotiations have a complex background and include several agendas at the same time
with conflicting demands and expectations to the system. For that reason there exist diverging requirements
to how the WTO should look and work in practice. At the same time, the WTO has remained more or less
unchanged'”. In this respect, the fundamental conditions that characterise the WTO may also illustrate the
basic dilemmas of the organisation. The same conditions may be considered pros as well as cons, possibilities
may also be threats and strengths must be compared to weaknesses. Thereby, WTO’s problematic challenges
may be exceptional opportunities. As Winston Churchill once said: “A pessimist sees the difficnlty in every opportunity;

an optimist sees the opportunity in every difficulty”.

The considerations in regards to the future role of the WTO are in a time of continuing DN marked by
insecurity due to the difficulties in predicting the final result of the DR. A positive scenario - in which a
conclusion of the DR is successfully reached - may strengthen the WTO implying a constructive re-evaluation
of the institution. On the other hand, a more negative scenario may emerge if the DR turns out to fail. In
such a situation the most important task would be to make sure of WTO’s very survival. If trade liberalisation
does not move forward, the need for a MTS will be questioned. In this context, the so-called bicycle theory
could be applied to illustrate that if the bicycle does not move forward, it will fall. This implies that the result
of the DR, or lack thereof, may in fact determine the future of the WTO and the MTS. The WTO-members
have been willing to add more points to the WTO-agenda, but at the same time refused to concede more
authority. This dilemma may have caused for delays in the DN. On the other hand, the fact that the DR more
or less has turned out to be a question of WTO’s survival as an international organisation may cause for the

members to realise the necessity of concluding the DR.
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Chapter 3: The areas and actors of the Doha Round

3.1. Introduction

After the failure to launch a new round at the third MC in Seattle 1999 because of anti-demonstrations, the
DR was finally introduced at the fourth MC in Doha 2001. Actually, the establishment of the WTO was
among others to avoid trading rounds and merely establishing a framework in which on-going trade
negotiations could take place. However, as a consequence of the developing countries’ difficulties in
implementing the agreements of UR, it was agreed necessary to launch a new round. The developing
countries’ influence on setting the agenda resulted in a development round, the Doha-Development-Agenda
(DDA). Besides the prior to development, an ambitious plan was prepared for the DR, which mainly
concerned agriculture, service (GATS) and industrial (NAMA) products. Further, it included specific topics
of interest to the developed world, as the so-called Singapore Issues (SI), which cover investment,

competition, transparency in government procurement and trade facilitation.

3.2. The Process of the Doha Round

Several committee-meetings followed the Doha-conference to prepare for the fifth MC in Cancun 2003.
Well-knowing that agriculture would be a battle in Cancun, twenty of the most prominent developing
countries established a negotiating group, G20, in the pre-period of Cancun. G20 was founded as a clear
opposition to the unsatisfying agriculture offers of the US and the EU. G20 proved to have tremendous
influence on the negotiations. High growth countries such as Brazil and India seriously began to show their
powers as the leading and strongest actors of G20 claiming to act on behalf of the developing world in the
DR. The more developed developing countries now have more to offer in terms of trade and their increasing
importance in the world economy is undeniable. G20 represents more than 1/2 of the world’s population,

2/3 of the world’s farmers as well as 1/4 of the world’s agriculture exports''*.

The main areas discussed at the Cancun-conference turned out to be agriculture and SI. The US and primarily
EU tried to convince the developing countries to agree on SI as agricultural-counter-offers (reciprocity) and
made a strong effort to underline the advantages of including SI - also for the developing countries. However,
the developing countries refused and emphasised that they were not ready for such commitments and that SI
would mostly benefit the developed countries. The EU and US were recommended by G20 to present a
common position on agriculture, which the two actors fulfilled. Still G20 did not hesitate to reject their offer
— calling it insufficient and non-development oriented'"”. Consequently, the US and EU presented individual

agriculture proposals in the following Doha-talks''®

. There existed considerable consultations covering many
areas besides agriculture and SI at the Cancun-conference, but the negotiations were suspended because the

members failed to reach final agreements on the main items of the agenda, as in agriculture and SI. Therefore
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the Cancun-conference was considered a temporary breakdown with non-progress in the DN. The official
reasons for the “breakdown” were thereby agriculture and SI. The unofficial reason was the new strong
attitudes of G20 clearly opposing the developed actors. The suspension was commented by the NGO of
international peace Carnegie Endowment as a critical shift in focus away from the development objective that
was laid down and promised to the developing countries in the DDA'". On the contrary, the developed
countries blamed the developing countries for the lack of counter-offers referring to WTO’s adopted
principle of reciprocity. Either way, the suspension of the Doha-talks at the Cancun MC caused for

considerable delays in the DN.

Following the disaster of Cancun, the prospects of reopening the negotiations were not positive. WTO was
called a middle age organisation'"® and some WTO-members stressed that they would change directions to
achieve their goals by entering bilateral and regional FTAs on a larger scale'”. However, after a few months
the US and EU were encouraged by WTO-representatives and G20 to return to the negotiations, which

. . .« . . 12()
resulted in new initiatives

. Although it was unlikely that there would be any progress before 2005 due to the
upcoming US-Presidential election in November 2004 and thereby Bush’s restricted trade authority as well as
replacements of EU-Commissioners'?'. Following several committee-meetings, the WTO-members approved
a guiding framework-agreement in July 2004, which included important paragraphs. To put it simply, the
members agreed to phase-out agricultural support and exclude three of the four SI, as only to include trade
facilitation. Thereby, the committee-meetings in-between the Cancun and the following MC in HK 2005 were

actually considered as significant progresses in the DN with an ambitious and promising starting point for the

HK-conference.

Once again agriculture was the main issue of the agenda in HK, clearly indicating the interdependence and
interactions between the areas being negotiated. More specifically, it was realised that agriculture - as the most
important trade area for the majority of the developing countries - was to be agreed on before negotiations in
the other areas could make progress. The US and the EU presented new “individual” agricultural proposals
offering significant cuts in their agricultural support. However, their offers did not include the developing
countries’ right to defend essential products. In this respect the US and the EU were once again accused of

122 Whereas the offers of the US and the EU to some extent were

breaking their development-commitments
considered as a progress in the DN, the lack of specific development-priority blocked for an agricultural

agreement causing further delays.
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The negotiations on NAMA and services (GATS) replaced the SI during the negotiations in HK. NAMA and
services had been on the agenda since the launching of DR, but in HK the developed countries, at the
expense of SI, made serious efforts to utilize NAMA and services as their reciprocity requests. If considering
that the main goal of the WTO is to gain free trade, it makes sense to include NAMA and services in the DR.
At this point these areas may primarily be in the interest of the developed countries, but may in fact —
eventually — benefit all the members; rich as poor. As for example some of the more developed developing
countries such as China, which has specialised in cheap production and exports of non-agricultural products,
and India that has specialised in services e.g. call-centres, engineering, etc. If the developed countries and
some of the developing countries are to gain something from the DR, NAMA and services should be
incorporated in the DN. On the other hand, it is stated that historical evidence proves that developing
countries must be able to raise or lower barriers in accordance to changing circumstances in order for them to
develop in successful manners — referred to as a gradual development'®. From this point of view it may be
out of line to include NAMA and services at least if based on a ‘one-size-fits-all’ model. The latter argument
was the “winning-argument” at the HK-conference and little progress was made in the NAMA and service
talks, as in further delaying the DN. The limited progresses in NAMA and services were not only related to
the specific substance of these negotiations, but were also caused by the proclaimed unsatisfying agricultural
proposals of the EU and the US. The developing countries underpinned that there would not be any
progresses in NAMA and services as long as the agriculture proposals of the developing countries did not live

up to the developing countries’ expectations.

The presented ‘development-package’ in HK was also very limited. Overall, the package was criticized for not
making up for the consequences that the agricultural offers of the developed countries would imply'*.
However, the fact that some development issues were actually agreed on may be interpreted as progresses in
the negotiations. On the other hand, the progresses were considered far less than what was expected for the

development area.

At the HK-conference the G20 group was to some degree dissolved. Several of the developing members had
realised that the spokesmen, Brazil and India, did not represent their specific needs in the DN. This among
others due to the considerable economic divergences between the developing countries and in this respect
Brazil and India respectively represent the interests of the more developed developing countries than e.g. the
interests of LDCs. As a consequence of Cancun, Brazil and India were now considered important and strong

actors and were invited in the so-called elite negotiating groups such as G4 and Goé.

The HK-conference was not considered a breakdown as was the case in Cancun, but neither was the HK MC
though of as a breakthrough. However, a successful conclusion of the DR still seemed possible, but at the

same time impossible due to the limited outcome of HK still not agreeing on the most important and pioneer
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issues. Although, the HK-conference may be interpreted as causing a progress in the DN because of the
small steps forward in the negotiations and the fact that the conference was not suspended as in Cancun.
From this it appears that the arguments for progresses in the DN as an outcome of HK are slightly weak.
Rather the little or non-progress in the negotiations in HK on the most important areas may be interpreted as

puts-off and thereby causing further delays in the DN.

Following the HK-conference, several committee-meetings as well as G4 and G6 meetings took place.
However, it became clear in late July 2006 that it would not be possible to bridge the gaps between the WTO-
members and a de facto suspension of the DN was announced. The breakdown was concluded after the
failure of a G6-meeting. A meeting that was supposed to lead off the final phase of the DR. G6 continued to
disagree in regards to agriculture and NAMA'®. Whereas Brazil and India refused to reduce or eliminate
industrial tariffs (NAMA), US and the EU continued to demand tit-for-tat reciprocation, which Brazil and
India claimed would continue the unequal global trade. As noted by the India’s Minister of Commerce after
the collapse of the meeting: “This is a development round, completing is extremely important but equally important is the content of
the Round. The content has to demonstrate new opportunities for developing countries, primarily market access of developing countries into
markets of developed countries. . .it is not to open markets in developing countries in order for developed countries to have access for their
subsidized products to developing countries...We say the round should correct the structural flaws and distortions in the system, and there
should be fair trade, not only free trade’?6”. In order to defend themselves, the US and the EU not only blamed Brazil
and India for lack of reciprocity, but also finger-pointing each other back and forward'?’. As oppose to the
developed countries, the developing countries were supported in their defence, as in the latest offers of the
US and the EU respectively being more harmful than helpful for the developing countries and in this respect

‘no-deal’ was better than a ‘bad-deal””, as stressed by Joseph Stiglitz'*: «.

.an agreement based on principles of economic
analysis and social justice..(..)..wonld look markedly different from that which has been at the centre of discussion..(..).Fear of the developing
countries that the DR of negotiations would disadvantage them..(.)..were indeed justified’?”. Hence due to the lack of an

. . . . . 131
agricultural and NAMA consensus, services were not discussed at this meeting

The WTO-countries expressed their disappointments in regards to not reaching an agreement and stressed
their continual commitments to a successful DR, but admissions and concessions did not come off
immediately after the breakdown. It was strongly accentuated that the parties had to return to the
negotiations as soon as possible. Significant opportunities would forgo and considerable consequences
emerge, if not reopening the DR In this respect G4 had an important role in the reopening of the
negotiations —just as most of the G4-countries had in the breakdown earlier on. The DR was once again

reopened and serious negotiations revived in 2007. As today, the DN are still on-going and there have
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actually been significant progresses in the negotiations. Two revised blueprints issued for the final deals on
agricultural and non-agricultural trade - the formulas for cutting tariffs and trade-distorting agricultural
subsidies in a final deal - were issued on 19 May 2008. They are the outcome of the latest discussions in
negotiation groups and will pave the way for talks combining the subjects before they are agreed by all the
WTO-members'”,

The negotiations were supposed to be concluded by 1 January 2005, The scheduled deadlines of
completing the DN have continuously been postponed due to lack of reaching consensus. It may be stated
that some associated goals have been achieved and thereby caused some progresses in the DN. However,
when it comes to reach final agreements on the main areas as well as observing time limits, it is rather
obvious that the DR has failed in many respects causing considerably delays in the DN. Still the negotiations
are ongoing and representatives of the WTO as well as the different actors of the developed and the

developing world apparently continue to have confidence in a successful conclusion of the DR.

3.3. The main areas of the Doha-negotiations

Whereas the developing countries have put pressure on the developed countries to liberalise agriculture and
give prior to their development-commitments, the developed countries have demanded for the SI, NAMA
and GATS to be included on a larger scale referring to reciprocity. Despite the fact that development is an

integral part of all the areas in the negotiations, it is in the following analysis also dealt with separately'”.

3.3.1. The Singapore Issues

In Singapore 1996 the first WTO MC was held™. At this meeting the members agreed to look into the
possibility to include negotiations on rules concerning investment, competition, transparency in government
procurement and trade facilitation. Also known as the Singapore Issues (SI)'". The opening of the DR
authorized an investigation in regards to the possibility of including the SI as a part of single undertaking'™.
During the first part of the Doha-process, the SI were considered EU’s core area. The EU made a strong
effort to convince the other WTO-members of the benefits and the possible win-win situation, if
implementing the issues. In addition, EU emphasised that it would only be fair to incorporate SI, if the EU
was to gain something from the DR. The US partly agreed with the EU to incorporate the SI, but it did not
prioritize the topics in the same manner. The US was especially interested in public procurements” and in

regards to investment, the US suggested that this should rather concern capital market liberalisation'".
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EU Trade Commissioners emphasised that the main purpose of including zmvestment would be to establish
explicit, transparent and non-discriminating international rules for investment access. This would result in a
harmonisation of the rules making it easier and far more attractive for MNCs to invest and thereby increase
FDIs, which is essential for the developing countries in order for them to raise economic means to develop.
However, there are numerous of areas that need to be addressed before a developing society becomes
attractive for FDIs such as infrastructure, non-corruption a well as transparent and attractive investment
rules, etc. The latter could be achieved by including investment in the WTO/DR. In addition, EU’s argument
for adopting competition mainly concerned transparency, non-discrimination as well as provisions on cartels.
These regulations may already be a matter of course in developed countries, but it is not the case in most
parts of the developing world. Common rules on competition would make it easier for MNCs to operate
cross-borders, which may imply increased global economic activities. As to public procurements, this concern
public authorities’ trade in products and services, which account for approximately 10 to 15 % of GDP in the
developed countries as well as averagely 20 % of GDP in developing countries. The risks of public
procurement are among others corruption, protectionism, swindle, waste, etc. As an attempt to prevent such
consequences countries have enforced regulating laws, which may be trade distorting. The EU therefore
made a case of including public procurement in order to reduce these rules, which in general have a negative
effect on trade reducing the potential gains. Finally, EU suggested a general simplification of trade procedure
rules, as in #rade facilitation. In this respect, some studies have indicated that it is possible to save about EUR
300 billions yearly, which currently are lost in rule scrutiny, delays and corruption. If the rules were simplified,
it would in particularly be an advantage for the developing countries because of the improved market access

and further it would become more appealing for MNCs to invest in these countries'*'.

The general reaction of the developing countries was that they were not ready for Sl-liberalisation and that
the issues primarily would support the interests of the developed countries. They believed that the costs were
not justified by the likely benefits. Among others the costs of implementing the SI could consequently turn
out to imply incursions into national sovereignty, large burden on the administrative capacity, significant costs
associated with the implementation, lack of institutional capacity and human expertise, extensive need of
technical assistance, etc. Hence in OECD-countries such issues have only been gradually implemented over a
long-term period'*. More than half of the developing countries stated that new issues should not be included
in the DN, which would move the focus away from the development-agenda'’. Moreover, some parties
expressed that the Doha-agenda was already overloaded and including SI would slowdown the progress on
more beneficial initiatives'*. In the light of this opposition, the EU was more or less forced to give up the SI,
or parts thereof. The SI became the official reason for the breakdown of the MC in Cancun causing delays in

the DN. As today, it is merely trade facilitation that has survived the objections of the developing countries.
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3.3.2. Agriculture

Agriculture has been one of the main areas of concern since the establishment of GATT and in particularly
considered the key area in the framework of the WTO and in the DN. Real negotiations on agriculture was
not included on a larger scale until the launching of the DR45. If calculating the benefits of free trade, most
studies indicate that liberalisation of agriculture would be the main contributor to gains. It is estimated that
agricultural liberalisation would stand for approximately 50 % of the benefits derived from full liberalisation.
This is primarily due to the high degree of protectionism; tariffs in both developed and developing countries
and additionally extensive use of subsidies primarily in the developed world'*’. Therefore agriculture has been
referred to as being the heart of the DR'. Moreover, agriculture is the most important area for the
developing countries in order for them to boost their economies and obtain a higher level of wealth. They
need to get market access to the developed countries’ food markets as well as convincing the developed
countries to eliminate their heavy farm support. In accordance with the DDA, the developing countries are

not supposed to eliminate their agricultural trade barriers in line with the developed countries.

Agticulture’ share of the wotld GDP has fallen from one-tenth in the 1960ties to only covering about 1/30
today. In the developed world agriculture’s share of GDP is approximately 1.8 % and only accounts for
around 1 % of the labour force'*. The World Bank (WB) has in this respect stated that: “Ir is ironic that
agricultural policy is so contentions, given its small and declining importance in the global economy'*”. As oppose to the developed
countries, many of developing countries’ economies actually depend on agriculture, as also underpinned by
the WB: “Their gains from global agricultnral liberalisation represent almost two-thirds of their total potential gains...""”. For that
reason developing countries are targeting the high protective farm policies of some of the wealthiest countries
in the DN"". The developing countries have made it clear that an agreement on agriculture is all-time
necessary before negotiations on other areas in the interest of developed countries such as NAMA and

services will progress.

The WTO-countries’ agricultural sectors are crucial important to the individual members primarily because
agriculture can meet the food needs of a country in an effective manner'™. This indicates that agriculture has
more important features far beyond trade. More specifically, the non-trade related aspects of agriculture
concern food security, food safety, rural jobs and incomes, environmental protection and animal welfare,
etc'”. The significant contribution of agriculture to societies cannot be met by other sectors and the benefits

may forgo in the absence of a well functioning agricultural sector. Therefore it is extremely important that the

WTO does not solely deal with trade liberalisation of the developed countries’ agricultural sectors, but also
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attempts to address the non-trade concerns. A MTS, which only focuses on increasing export possibilities to
the cheapest producers, overlooks these non-trade matters. In this respect WTO-members should be allowed
to implement policies ensuring the significant social issues of agriculture. However, this must be achieved by
low trade-distorting measures. The problem with including these non-trade concerns is the increasing risk of
countries abusing such rules in terms of continuing their protectionism arguing that it is a non-trade concern.

Much work needs to be done in this respect and the issue has also been partly included in the DN'™.

The effects of agricultural support may go beyond the original attentions. More specifically, countries or
regions’ protectionism may affect producers and consumers of other countries and regions. First and
foremost, agricultural support may limit economic growth around the world. A scenario created by the largest
users of subsidies. The consequences are overproduction and overflow of agricultural products'”.
Additionally, developed countries’ agricultural support depresses world market prices, as in artificial prices
not determined by the equilibrium of supply and demand, of those agricultural products that are placed under
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heavy subsidisation ™

. This tendency is also referred to as dumping and all-together harm the developing
countries’ farmers considerably, as noted by the Venezuelan ambassador to the WTO: The largest subsidizers and
the largest trading partners don’t have the political will to reform their agricultural sectors...Why do we have to pay for that? Why does the
Kenyan poor farmers and the 1V eneguelan poor farmers have to pay for that...if poor countries are asked to make more sacrifice to secure a

deal, then the Venezuelan government will not go along with i#°7”. In addition, a representative of Kenyan delegation has

stressed that: “We are not asking for any instrument for protection. We are just trying to safegnard our farmers'>s”.

The WTO-members have made serious commitment to eliminate agricultural trade barriers, as laid down in
the Agreement on Agriculture (AoA). AoA includes central pillars such a domestic support (production
subsidies), market access (tariffs) and export support (export subsidies, credits, etc). All which to some extent
and for some parties are to be eliminated in the DN. In regards to the first pillar, WTO has a system for
classifying the domestic support consisting of four different boxes; 1. (Yellow): farm support payments, 2.
(Red): trade-distorting supports, 3. (Blue): less trade distorting supports, 4. (Green): non-trade-distorting
supports. The final goal is to enter the ‘green box’. A step towards that goal is the DR, which is supposed to
reduce the domestic support of the developed countries. As to the second pillar, the AoA requires market
access and tariffs reductions by 36% of the developed countries with at least 15 % over a period of five years.
The developing countries they must eliminate their tariffs by 24 % with at least 10 % over nine years. In this
respect LDCs have a special arrangement in which they are exempted from tariff reductions. The third pillar
only concerns the developed countries, which are to eliminate export support by 35 % with at least 21 % over
a period of five years. At the HK MC, the members agreed to phase-out export support by 2013. Hence the
AoA was introduced back in 1995 and therefore some of the pillars have already been fulfilled. However, the
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first (domestic support) and the second pillars (market access) are still far from being liberalised and are
continuously negotiated in the DN. Although merely in regards to the developed countries because of the
development priority of the DR. Actually, some studies claim that the benefits of eliminating agricultural
tariffs would be ten times larger than abolishing support, which also underpins the importance of developing
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countries’ free market access to developed markets

The types of support may differ from country to country'”. The EU has the highest level of domestic
(production) support followed by the US, Japan, Republic of Korea, Brazil, Thailand, Cuba, etc. On the other
hand, the US has the highest level of export support followed by Australia, Canada and some EU-countries'®".
Almost half of the EU-budget is spent on agricultural domestic support (CAP). However, export subsidies
account for less than 4 % of the EU agricultural spending. In this respect, the EU is less affected by the
agreement on phasing-out export support by 2013 than the US, who’s farm bill grant high sums of export
credits to its farmers. In this respect, the members also agreed at the HK-conference on a framework, which
makes it violating of WTO-rules to adopt new types of export support. The main concern of the EU and the
US is that an abolishment of their agricultural support may result in their farmers becoming uncompetitive
because of the consequently higher consumer prices when eliminating the support. Additionally, their farmers
are to compete with agricultural products of developing countries, which have much lower production costs
and further these will no longer be met with tariffs increasing the prices. On the other hand, it is a long time
ago that the EU and the US depended economically on agriculture. Farers of the developed world may

instead focus on other types of farming and agricultural products such organic food, environmentally friendly

products, bio-ethanol, etc.

The EU has also made a strong effort to reduce its agricultural support'®’. In this respect a problem has been
that the EU-countries diverge in their dependence on agriculture - or to put it more correctly; their
dependence on the Common Agricultural Policy of the EU (CAP) — as well as differ in their approaches to
liberalisation of agriculture. Especially France has opposed to further liberalise agriculture in the framework

of the WTO. France has a high number of farmers receiving support as well as a large agricultural lobby'®.

Despite the opposition of France, the EU has made serious commitments to liberalise agriculture'®”.
However, not enough to avoid critique from in particularly G20 and other developing groups as well as the
US for acting neglecting. Thereby, the EU has on several occasions been accused of causing delays in the

' However, the EU has shown more flexibility in its latest offers in the DN, which have

negotiations
resulted in progresses in the agricultural talks. In contrast, the US has more or less agreed to fulfil the

agricultural demands of the developing countries apart from cotton, which is a sensitive area for the US. The
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US has stated that it will not ‘going it alone’ and as long as the EU is not on board, it too will continue its
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agricultural protectionism™™”

. The US has made serious use of the reciprocity principle strongly requesting
counter-offers of developing countries'®’. This has caused for the G20-group and the EU to blame the US for
being too ambitious both in regards to agriculture as well as to other areas'®”. Some of US’s reciprocity
demands have been referred to as unrealistic not corresponding with the DDA'®. Therefore the US has been

accused of being one of the reasons for the delays in the DN.

Actually, some of the most developed developing countries such as Brazil also make use of heavy agricultural
protectionism. In this respect it is important to mention that Brazil is one of the world’s largest exporters of
agricultural products. Brazil, as the leader of G20, has made significant demands to the developed world to
eliminate their agricultural trade barriers. However, if Brazil continues its agricultural protectionism, it will
continue to harm the farmers of the poorest developing countries in spite of the developed countries’
elimination of support as well as access to their market. Brazil has claimed to represent all the developing
countries in the DN. Fortunately, the less developed developing countries have more or less realised the
equivocal behaviour of Brazil in this respect. From this point of view, the most developed developing
countries should also be obligated to liberalise their agriculture markets. Although at this point they are
protected by the prior to development of the DR. Paradoxically, this illustrates how a development-agenda

can in fact end up harming the poorest countries.

As to the African region (LDCs), agriculture is an important trade industry as their —for the time being - only
niche opportunity in the MTS, as in their comparative advantage in international trade. However, as long as
the developed countries and apparently also the most developed developing countries continue their
protectionism such scenario cannot be realised. The heavy trade barriers of the developed countries have
resulted in Africa considering other comparative advantage industries than agriculture. However, there is little
chance of Africa having other industries to offer at this point in their development-phase unless becoming
attractive as outsourcing locations with low production costs, as e.g. the case of China. The African-group of
the DN has initiated that Africa has lost approximately two-thirds of its agricultural market shares in the last
20 years. The Africa region is claiming that it has already undergone substantial market openings in regards to
IMF’s demanded economic measures during the last two decades, as stressed by Kenya’s WTO trade
delegation: “Given that we have liberalised under structural adjustment programmes, and other programmes, onr markets are fully
gpen’”?”. However, LDCs are not supposed to make any liberalisation of their agriculture at this point because

of the SDT.
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It would be naive to think that all the problems of the developing world would be solved, if liberalising
agriculture of the developed world. Much more initiatives are needed in this respect. According to the WB
the gains from opening up agricultural trade would primarily benefit the most developed developing countries
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such as Brazil, Argentina and Thailand. LDCs would most likely gain little . It is expected that food
importers of LDCs may actually suffer from elimination of agricultural subsidies due to the increased prices
that such liberalisation brings along. Additionally, the abolishing of agricultural tariffs may undermine the
specific market access to the developed countries that some LDCs enjoy and depend on. Low productivity is
a matter of reality for most of the LDCs’ farmers, which make them vulnerable to competition from cheap
imports and at the same time a small chance of increased export possibilities. Paradoxically, in spite of such

2. The Mauritian

costs the poorest WTO-countries still have the most to loose, if the DR fails to deliver
ambassador to the WTO has in this respect stated that: “We are week and vulnerable conntries and we have got only the

multilateral system to protect us. We don’t have the kind of might to be able to sign bilateral deals with the major players like the US!73”.

The present Chairman of the agriculture negotiations Crawford Falconer has stressed that the main reason
for the problematic negotiations of agriculture illustrates a lack of political will and identification with the
situation of the opposite parties: ‘I don’t think the differences are fundamentally difficult, in technical terms. .. if we are to have any
chance of advancing the negotiations, members have to spend time to understand the other person’s point of view and not score political
points’7#”. Falconer has also underpinned that if the DR fails agricultural markets will not collapse. However,
politically, it will make an important difference. A MTS with no multilateral trading rules on agriculture may
easily result in “picking and choosing”, which leaves out a lot of people, especially those of the developing
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world ”.

Agriculture is considered the most important area of the DN and the most difficult in terms of reaching
consensus with the developed countries on one side of table and the developing countries on the other.
Therefore agriculture has on several occasions threatened to break down the DR: “Agriculture continues to dominate
or at least overshadow the agenda, and prevent easy closure of the current Doha Round of negotiations'’s”. Whereas the developing
countries seem to protect their agricultural sector for solely economic reasons, it seems hard to define what
the grounds are for the developed countries to continue their agricultural protectionism, if considering its low
part of their GDP and labour force. The last section of this chapter will attempt to discover and analyse the
possible reasons, which seem politically related. As with the other areas of the negotiations, an agreement on

7 Hence the

agriculture is necessary, if the DR is to deliver a package solution under single undertaking
advancement in the agriculture negotiations throughout the last year or two has implied spill-over effects to

other areas such as the NAMA area, which is now also progressing.
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3.3.3. Non-agricultural Market Access (NAMA)

In spite of non-agricultural products accounting for three-quarters of international trade, the NAMA-
negotiations have been progressing slowly'”. The developed countries already made serious commitments
and implementations of non-agricultural tariff reductions under GATT, which are now further negotiated
with the developing countries in the DR. The reduction of tariffs under GATT was considered unequal in
which developed countries to a larger degree have eliminated tariffs on non-agricultural products than
developing countries. Until the UR the developing countries hesitated to use the MTS to reduce or bind their
tariffs: “For several decades, developing countries did not mafke much use of the multilateral system to reduce or bind their tariffs...In the
multilateral context, the situation changed significantly in the Urugnay Round'”?”. Therefore the developed countries have
worked hard on including NAMA as a counter-offer request in order to get access to the developing
countries’ markets. Although the support for NAMA-liberalisation has to some extent weakened in the
developed world because their industrial industries experience increased competition challenges with the rise
of new strong and fast-growing economies such as China. As for example some US manufacturers have
expressed more interest in changing the exchange rate with China than realising further NAMA-

liberalisation'®

. China’s high economic growth is primarily caused by its specialisation in low cost productions
of non-agricultural products, as its comparative advantage. This has caused for numerous of MNCs to
outsource their productions to China. Consequently, China has on several occasions been accused of
antidumping of non-agricultural products. The economist Jagdish Bhagwati has in this respect noted that:

“there is greater tariff protection on manufacturers in the poor countries, which are also overtaking the rich nations in the number of anti-

dumping filings'$1”.

If NAMA is included in the final Doha-agreement, it may jeopardise the gradual development strategy laid
down for the developing countries. In this respect, the developing countries have accused the US of forcing
them to undertake greater obligations than agreed on when launching the DDA'”. Additionally, even the EU
and Japan have at some point in the NAMA-negotiations rejected US’s strong reciprocity demand of NAMA.
In response, the US proposed in 2003 an alternative approach, which allowed for more flexibility for the
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developing countries in terms of reducing their barriers at a slower pace ™.

In addition, other actors such as
China, India and the EU have suggested other NAMA-approaches. In this respect the appointed NAMA-
committee prepared a proposal based on Swiss formula considerations, which have been evident in the MTS
for several decades. A Swiss formula is a progressive non-linear formula under which high tariffs are cut more
than low tariffs. Three Swiss formula modalities have been under considerations in regards to NAMA in the
DN, which concern; 1) a single Swiss formula with flexibilities for developing countries, 2) a Swiss formula

with two coefficients - one for the developed countries and another for developing countries and 3) a Swiss

formula ceiling tariffs based on a country’s original average tariffs. The latter model was suggested by
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China'™. In this context, former Director of Division of Globalisation and Development Strategies Yilmaz
Akylz has stressed that: “In some regards, economic policies could be more destructive than weapons of mass destruction. . .the
application of the non-linear Swiss formula in the current WTO negotiations conld take “harmonisation’ between developed and developing
countries much further than was ever achieved under imperial rule or gunboat diplomacy’$>”. In the framework-agreement of July
2004, the negotiating group on NAMA agreed to include a non-linear tariff cutting formula applied to every
tariff-line of each WTO Member’s tariff schedule with no product exclusions. However since the breakdown
of the negotiations in 2006 and the revived of the DN in 2007, there has been increasing convergence on a
Swiss formula approach with sufficient flexibility in order for the chosen methodology to work for all
economies. The more recent NAMA modality draft (May 2008) is thereby based on the second Swiss formula
model: “Tariff reductions for industrial products would be made nsing a “simple Swiss” formula with two coefficients, one for developed and
another for developing country members. A Swiss formula produces deeper cuts on higher tariffs. A bigher coefficient, as envisaged for
developing members, means lower reductions in tariffs'#¢”. 1f this draft is agreed on, about 50 WTO-members accounting
for approximately 90 % of world trade in non-agricultural products will apply this Swiss formula. The
remaining countries have special provisions such as the SDT for LDCs. Additionally, the new NAMA draft
includes time limits in terms of a gradual implementation of four years for developed countries and eight
years for developing countries. Further, there is included flexibility for developing countries allowing them to
protect tariffs on their most sensitive products'™. Unlike the agriculture (AoA) and services (GATS)
agreements that include texts on tariffs as well as subsidies, rules on subsidies of non-agricultural products are
laid down in a separate agreement, the Agreement of Subsidies and Countervailing Measures (ASCM), i.e.

Appendix 4.

Despite the importance of liberalising NAMA, if considering its large share in the global economy, the draft is
not agreed on and still in its working process. The lack of consensus is primarily due to the fact that NAMA
depends on progress in the negotiations of agriculture'®: “.. that progress in the NAM A-negotiations have, at all times,
been both constrained by and conditional upon progress in the agriculture negotiations's”. In this respect NAMA has not delayed
the Doha-process per se, but rather been delayed itself because of the failure to reach an agricultural
consensus. Thereby, the progress in agriculture recently has also moved forward the NAMA-negotiations.
However, whereas the NAMA area has advanced, the service-negotiations are still more or less in a stagnating

position.
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3.3.4. Services (GATYS)

“Ranging from architecture to voice-mail telecommunications and to space transport, services are the largest and most dynamic component of
both developed and developing country economies. Important in their own right, they also serve as crucial inputs into the production of most
goods. Their inclusion in the Urngnay Round of trade negotiations led to the General Agreement on Trade in Services (GATS). Since

January 2000, they have become the subject of multilateral trade negotiations’”.

The General Agreement on Trade in Services (GATS) works as a framework-agreement in which the
members are to decide the extent of market access in services. GATS also include specific rules on subsidies
of services. GATS is negotiated in the DR primarily as the developed countries’ counter-offer request.”’. EU
is the world’s largest exporter of services and has therefore been a strong advocate of including services in the
DN as reciprocity for agriculture. Additionally, a developing country — or to put it more correctly one of the
more developed developing countries, India, is in spite of its status as a developing country a large producer
and exporter of services. MNCs of the developed world outsource certain services industries to India such as

1
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call centres and India also has its own key service industries such as engineering . In this respect, services

may be considered EU’s as well as India’s comparative advantages.

It may be stated that trade in services is the next development step following industrialization. Moreover,
services also include FDI, which is considered decisive for a country’s development and economic growth.
The developed countries would indeed benefit from a liberalisation of services, but as would developing
countries. Still less is offered and little expected, which has lead to a low-level equilibrium trap. In spite of the
fact that services cover a large and increasing share of world trade, the bottom-line is that the service-talks
have made little or non-progress'”. The prospect of reaching a consensus on services has changed during the
Doha-process. In the first half of the DR it seemed possible to find a common ground, but with the
provisional breakdown in July 2006 the Chair of the WTO Services Trade Negotiations Committee Alejandro
Jara concluded that'™* “_.iz was widely acknowledged that the overall guality of initial and revised offers is unsatisfactory...Most

members feel that the negotiations are not progressing as they should. 1t is clear that much work will be necessary in order to bring the quality

of the package to a level that would allow for a deal'?s”.

The negotiations on services have depended on progress in the negotiations on first and foremost agriculture,
but also NAMA. GATS has therefore been a part of the reason for some of the delays in the DN. As oppose
to the agriculture and NAMA areas, a modality draft of services has not been presented in 2008. The GATS-
negotiations have not progressed synchronically. According to Seren Jakobsen, who is a former
Administrator and Negotiator of Trade in Services in the DN, the main reason blocking for progressions in
GATS is the clear resistance of the developing countries for a variety of reasons. The developing countries

may block the service-negotiations because they are uninformed about the likely gains of service liberalisation,
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or they may not agree. Moreover, a majority of developing countries do not at this point trade in services on a
large scale. Additionally, it may be a matter of power in terms of the developing countries principally not
giving in to the developed countries in the DN'. The developed world has controlled trading rounds for the
last 60 years and now the developing countries want to have a strong impact with negotiations based on their
conditions in the DR. If compared to agriculture and NAMA, the service area is a rather new issue raised by
the developed countries, which the developing countries on some occasions have argued is not relevant to
include in a development round. The DR may already be overflowed with issues, which has caused for a
sacrifice. In this respect, it has been the service-area. GATS is not completely excluded from the agenda, but

it seems doubtful that an agreement will come forward in the DR unless a GATT-light is introduced.

3.3.5. Development

The developing countries were ensured protection and non-reciprocity in their favour under GATT: “For many
years developing country participation in the MTS was confined to obtaining exceptions from the rules and more favourable treatment from
industrialized nations'”””. 'The developing countries only made few commitments to reduce trade barrier and the
developed countries therefore dominated GATT. In this respect, the developing countries were free riding
under GATT because of the MFN-principle. Nevertheless, that picture has changed. The developing
countries realised that such arrangement did not cause for increased wealth. If that was to be achieved, they
had to engage more directly in the cooperation. Additionally, other factors have also been decisive for the rise
of the stronger attitudes and a deeper engagement of the developing countries, which has emerged post-UR.
These among other concerned the increasing number of developing countries in the WTO that now makes
up the majority, the threat of unilateral actions and in general the dissatisfaction with rich countries
controlling the agenda, the fear of exclusion from regionalism and bilateral FT'As, the significant economic
growth of some developing countries and at the same time the continuation of considerable poverty of others
as well as the general increased interests in gaining market access to the developed countries. Additionally, the
adoption of single undertaking and far more focus on reciprocity as a result of the UR have implied new

obligations for the developing countries in the DN.

The development prior of the DR came into force in the light of the considerable adjustment costs this
would imply for the developing countries as well as in order to avoid a the same scenario in the cooling water
of the UR in which many developing countries had difficulties with implementing the UR-agreements. In the
launching of the DR, it was decided that all the provisions of the SDT were to be reviewed in the DN. One
of the greatest challenges in this respect has been the different and various requirements of the developing
countries. An important adjustment of the SDT has been the inclusion of issue-by-issue analysis rather than
general applications. Thereby, LDCs will not risk being overshadowed by the more developed developing
countries, as demonstrated at the Cancun-conference in which G20 claimed to present the whole band of

developing countries. Still, delays in the negotiations of development issues have been a matter of fact.
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In order for the developing countries to boost their economies, additional initiatives are necessary'”. In the
framework of the WTO these concern SDT, Trade-related Technical Assistance (TRTA), Aid for Trade
(Appendix 4) as well as duty-free and quota-free access of goods from LDCs. The latter is off the table in the
DN and only an offered facility of the EU and Canada and the other development initiatives included in the
DR have only advanced on a small scale'”. A general concern — well-grounded - in regards to development
has been the proclaimed gains of free trade when it come to developing countries in particularly LDCs. It is
generally acknowledged that the main benefit of free trade regards export expansion, which implies economic
growth. However, basic economics states that a country’s export must be higher than its import or at least its
must be balanced in order to avoid a deficit of the country’s balance of payments. Considering that LDCs
have little or none export-oriented sectors, free trade - if applied equally for all members - may increase of
LDCs’ imports while their exports are lowered or remain status quo. Such scenario would actually place the
LDCs in a worse position than they were before the DR. This clearly indicates that SDT including industry
protection of LDCs as well as ensuring and assisting LDCs’ comparative advantage (agriculture) must be
allowed for on a larger scale, as commented by Lamy: “..zhe adjustment costs to liberalisation in LDCs cannot be resolved
throngh national-budget or private-section action alone. Indeed, managing public support for trade expansion in these countries means

training officials, strengthening institutions and building infrastructure that will help businesses grow...and enable all these countries to

expand and diversify their trade?00”.

In this context, critics claim that development has merely been a matter of convincing rhetoric in order to get
the developing countries on board. Rather the negotiations have been centred on reciprocity; the developing
countries being persuaded to accept new areas such as NAMA and services. As developing countries make up

the majority of the WTO-members, a MTS that does not address the concerns of the majority may not
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survive in the long run™". Free trade in the framework of the WTO is claimed by critics to imply divergence

rather than convergence, which will continue the imbalanced trading system™”

. In this respect, former
freedom fighter against apartheid and later President of South Africa Nelson Mandela has noted this fear of
the developing countries. More specifically, the concern of the developing countries in terms of the rich
countries spinning the DN in their favour in spite of the development agenda: “We welcome the process of
globalisation. 1t is inescapable and irreversible. . .if globalisation is to create real economic growth, peace and stability across the world, it must
be a process benefiting all. It must not allow the most economically and politically powerful conntries to dominate and submerge the conntries
of the weaker and peripheral regions. 1t should not be allowed to drain the wealth of smaller countries towards the larger ones, or to increase
inequality between richer and poorer regions?®”. In addition, the Aid Agency Cafod has stressed: “..zhe deal which will emerge
from that process is a long way from the lofty ambitions of the Doba-Round...You're looking at maintaining an imbalanced system with

some tinkering around the edges, and that isn’t a development round?0*”.
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Moreover, the former chief economist of the WB Joseph Stiglitz, who has actually been one of most
prominent critics of free trade, which he claims may jeopardise the gradual development of developing
countries and hence cause for shock therapy. The shock therapy strategy has been seriously questioned due to
poor evidence of successful transitions by this method. Even IMF has shifted its approach from shock to
gradual transition in its assistance to developing countries. Stiglitz has further proclaimed that as long as the
global system continues the same road, the gap between the developing and developed countries will

: 205
continue

. The WB has published inquiries concluding that the DR, if realised, will benefit the developed as
well as the more developed developing countries significantly. In this respect the WB has suggested that a
conclusion of Doha may boost the global incomes by $§ 500 billion yearly in particularly between the

developing countries™

. However, according to another study of the WB back in 2005, a Doha scenatio of
reforms would imply a small increase in GDP of LDCs. Additionally, the developing countries’ losses in tariff
incomes from other developing countries would be much higher than the actual GDP-increase™”. The lack of
an identical situation in the history of trade, makes it very difficult, if not impossible, to get a clear overview
and precise estimations of the benefits and costs of free trade in a MTS. Therefore nothing is really certain or
guaranteed. Still economic liberalism is generally agreed to boost the world economy in long-term, which
however may imply short-term costs for some parties. The reason that trade liberalisation is considered the
best suitable way out of poverty is because of the past and current cases of countries that have developed
more successfully than one could have imagined by market opening. In contrast, examples of countries
successfully developing in a closed and planned economy are rather limited or non-existing. However, this

does not imply that developing countries should implement policies of market liberalism at once, but rather

slowly and with assisting initiatives, as in a gradual process.

The developed countries are being accused of not following their Doha-commitments focusing on reciprocity
rather than development. On the other hand, developing countries are indicted for exploiting the
development agenda of the DR referring to SDT in all possible respects. However, in spite of these
disagreements causing delays in the DN, it could be interpreted as a positive development of international
trade cooperation in terms of developing countries becoming far more visible and powerful in the framework
of the WTO. Former rounds under GATT did not include such “battles”. It is of crucial importance that all
views and needs are taken into consideration with a concluding DR-agreement benefiting all parties. Actually,
it may be stated that rather more delays in the DN favouring all parties - in particularly the ones most in need

- than progresses in the DN in which the developing countries are disregarded.
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3.4. The actors of the Doha Round

It is no longer the developed countries that set the agenda, as was the case under GATT. For the first time in
history most of the agreements adopted in the Uruguay Round gave prior to the developing countries™”.
From that point the most developed developing countries have started to make more demands as well as

being asked to undertake more substantial liberalisation of their trade, as clearly evident in WTO’s DR.

In spite of the numerous of interests and agendas, it is possible to locate various homogeneous and
heterogeneous alliances and groupings between the 152 developed as well as the developing countries in the
DR. The most important actors and groups have proven to be the US, the EU, G20, the African Group,
LDCs and lastly the ACP-group. Additionally, the members are criss-cross included in the various G-groups.
Many of the members are represented in more than one group in order to safeguard all their interests. The
most significant actors representing the developed countries have been the US and the EU. In some cases
viewed as one group, in others considered rivals. In regards to the developing countries, the G20 and the
ACP groups have been the most dominant players of the developing world. It is for the individual member to
decide if it wants to change its status and register as a developed country. However, the fact that developing
countries enjoy special treatment in the WTO makes it less attractive to become a developed country on the
paper. This has resulted in large economic gaps among the developing countries, which has made it rather
difficult for the developing world to present common positions in all matters. The interests of the majority of
the developing countries have proven rather different from those of G20, which in most respects represents
the most developed developing countries. Therefore, the ACP-group has chosen to act independently on
several occasions as an advocate of the LDCs. However, at the same time the ACP-group has in cooperation
with G20 showed its muscles in the DN as a common front against the developed world. The attitudes of the

actors have undoubtedly been decisive in terms of determining progresses and delays in the DN.

3.4.1. The US

The US has obviously been a full member since the establishment of the WTO in 1995*”. Lately, Bush’s
limited trade authority due to his last year in office and the upcoming presidential election has partly affected
US’s attitude in the DN with a more or less laidback attitude. As the American Trade Representative, Susan
Schwab has been the main negotiator acting on US’s behalf for the last two years in the DN. The presidential
election is already in process with primary elections deciding on the two candidates representing the
Republicans and the Democrats, who will run for president in November 2008. Whereas John McCain will be
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the Republican candidate™ ", Hillary Clinton and Barack Obama are still in a close-run in terms of, who is to
become the candidate representing the Democrats. In this respect, it will be the first time that the US has

either 2 woman®!! or an Afro-American®? as president. Although the most recent polls suggest that Obama is
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to compete against McCain®". It is likely that the wish for changes in the US due to among others the (failed)
war in Iraq as well as the significant decline of the US economy may result in a victory of the Democrats.
Throughout history, American presidents have lost to the opposition if an economic crisis has been
evident”. Such an outcome may change US’s attitude in the DN, as stated by Clinton in one of her election
speeches: "..theories underpinning free trade might no longer hold true in the era of globalisation. It is time for the US to take “time out”
on new trade agreements. 1 agree with Panl Samuelson, the very famouns economist, who has recently spoken and written about how
comparative advantage, as it is classically understood, may not be descriptive of the 21st century economy in which we find ourselves. I want to
have a more comprebensive and thoughtful trade policy for the 21st century. There is nothing protectionist about this. It is a responsible
course. The alternative is simply to pick up where President Bush left off and that is not an option..\We know for sure that every other
country wants access 1o our markets, becanse we have high levels of consumer spending since we don’t save anything in America...I think we
have to take a hard look at this [the Doba Round] and do it in the right way?”’”. From this statement, Hillary actually
questions if the US should continue free trade negotiations in the DR as well as doubts the relevance of
comparative advantages in today’s global community. The American neo-classic economist that Clinton refers
to, Paul Samuelsen, has among others claimed that the comparative advantage lack in terms of including
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labour and capital mobility” " and further stressed that productions costs and consumer prices systematically

always will be higher in rich countries than in poor”’. Clinton’s remarks are likely to reinforce expectations
that US trade policy will change course if a candidate of the Democrats is to takeover the White House in
January 2009. In contrast, the Republican candidate McCain has expressed his support of the free trade
negotiations in the WTO/DR and has in particularly emphasised his enthusiasm about substantial FTAs

218
t

between the US and the EU, as in a single internal market™". Despite the small-scale talks in this respect,

serious talks will most likely only appear if DR fails.

In general there exists a rising sceptical approach in the US about the benefits of an open global economy
primarily due to the likely recession of the US economy — the so-called sub prime crisis*’. A consequence
might be that the US will start acting even more from self-interests protecting American companies and
citizens in need at the expense of fulfilling its liberalisation and development commitments in the DR. In fact
the economic downturn has caused such a high number of unemployment in the US’s southern states that
people have demanded for support and protection of certain job and industries. The US is considered the
leading power in terms of introducing capitalism and market liberalism as the world’s only hegemony and a
changing attitude may affect all the actors in the DR towards a more protectionist mode. The large American
consumer market is very essential for almost every country and region in the world. Therefore a reduced
consumption in the US has an effect on most countries’ export, which results in an economic decline

worldwide. For that reason it is not only the US, who may act more reluctant in the DN. The European and
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the Asian region may also pursue a policy of wait-and*’. Therefore, the actors may be fare more cautious in

the future negotiations. Such scenario may cause further delays in the DR, if not a final breakdown®'.

On the other hand, the protectionist aftermath of the current economic downturn may intimidate the
members to increase their focus in the framework of the WTO, as an important forum to avoid a similar
crisis’””. In addition, the members of the WTO may find that the financial crisis makes it even more crucial to
work hard on finishing the DR moving the negotiations forward. The WTO GD Lamy has commented the
financial crisis, which he considers a vital reason to conclude the DN: "...#he global trading system during the past 60
years has underpinned an unpreconcedented period of economic growth and development...at a time when clouds are darkening over the world
economy, the Doba Round is the one global initiative that may boost confidence of world businesses, workers and consumers??”. Further,
Lamy has expressed that: ‘I this period of increased financial uncertainty around the world, the rules-based trading system of the
WTO provides a hugely important source of economic stability for governments, for business and for consumers... By keeping international
trade in goods and services flowing, at the time the WTO system contributing to ensuring that the financial shock would not deteriorate into a
far worse economic recession worldwide. In the current circumstances, counting on the WTO and on concluding the Doba Round is the nearest
available message of reassurance for world financial marfkets??*”. A solution to the threats of the economic downturn could
in fact be trade liberalisation — maybe not as a consolation, but more in terms of a preventive solution ahead.
A breakthrough in the Doha-negotiation could give the global economy a boost, but much more initiatives
are probably needed in order to reverse the current situation, which explains the rising tendencies of
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protectionism™. From this perspective, the protectionism of the developed countries may in some respects

be economically related.

Some scholars hold that the US’s economic crisis illustrates a new world order in which countries such as
China and India (G20) respectively have taken over as the first and second largest world economies. At the
same time the US and Europe will continuously experience an economic decline, which will pace them down
in the world hierarchy”’. A country’s economy determines its role and status in the world system and an
economic downturn may imply less power. On the other hand, it is not the first time the US experiences such
a serious economic crisis and maybe the US will once again rise and continue its role as the world’s only

superpower like nothings has ever happened.
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3.4.2. The EU

The EU has additionally been a full member since the launching of the WTO*. EU has become one of the
most powerful trading blocks in the world and its GDP is nearly as large as the one of the US**. The EU-
countries have signed-up as individual members of WTO, but speaks with one voice in the negotiations™.
The fact that the EU now consists of 27 member states has made it rather difficult for the EU to act as one
unit. EU has had problems agreeing internally, which of course affects its attitude in the DN. Despite this, it

has still been possible to come up with single EU-proposals in the DR.

If the EU was merely an intergovernmental organisation, as the case of the WTO, it would have to agree
internally on all proposal -drafts before these were presented in the DN. However, the EU has developed to
consist of both intergovernmental and supranational structures. The members have to some degree conceded
authority to the EU-commission to handle trade affairs on behalf of the established internal market of the
EU. Therefore, the EU Trade Commissioner Peter Mandelson is in charge of negotiating in the DR with a
single EU-position. In spite of the consequences that the current economic crisis has on EU-countries,
unlike the US Mandelson has not expressed a protectionist mode. Mandelson has in this respect indicated
EU’s disappointment over Clinton’s critical view on the DR: "Hillary Clinton's doubts about the value of a Doha trade
deal are misplaced. Clinton apparently believes that it is time to reflect on the valne of free trade. The apparent scepticism about a Doba
world trade deal...and her suggestion that there is a need to shelter American companies and interests from foreign investment are a
disappointing sign of the times... There was a new anxiety abont the openness of our economies in Enrope and the US...Although we live in a
tough, competitive world, the long-term interests of the European economy are much better served by opening the markets of others than closing
our own?"". Actually, he EU-leaders has signed a new EU treaty — the Lisbon Treaty — on December 13 2007,
which will come into force 1 January 2009 when all the EU-members have ratified the treaty. In contrast, the
new Lisbon Treaty may imply a more pro-liberal attitude of the EU in the DN due to the fact that the trade
policy decisions now merely are to be decided by QMV. Thereby the EU-members do not have to agree by
unanimity on any trade matters and the EU may therefore act more freely in the DR™". In this context, the
president of the EU-Commission José Manuel Durdo Barroso has stressed that: "Offensive openness is the key idea to
protect the European interest without falling into a protectionist agenda: openness without naiveté, but with an activist stance that calls on
partners to respond in a reciprocal way. An open EU in an open world has been at the heart of our policy agenda, and will continue to be a
top priority. The Treaty of Lisbon will be a step forward to achieve this???”. However, the EU’s Ministers of Food and
Agriculture still have a word in CAP-related issues, which is not supra-nationalised and the members may

chose not to support liberalisation of CAP.

Moreover, the EU-Commission published on May 20 2008 its blueprint (legal proposals) for the so-called
Health Check of CAP, which was launched in 2005. Even before the Health Check, CAP had already

undergone environmental and liberalisation improvements with numerous of reforms in 2003. However,
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since then the world has changed dramatically in terms of worries for the future of food supply caused by the
current food crisis with record high food prices. In addition, climate change and energy and the related
discussion of bio-ethanol have resulted in even more focus on EU’s agricultural policy. The Health Check is
supposed to ensure that CAP is prepared for the current and future challenges and opportunities — also in the
framework of the WTO and DR*”. This implies a market orientation of EU’s agriculture. As today, CAP
accounts for 55 billion euros in 2008, as in 42,6 % of EU’s budget. Hence in 2000, EU-farmers were

supported with 40 billion euros™"

. The Health Check debate and negotiations in the EU are still ongoing.
According to European Commissioner for Agriculture and Rural Development Mariann Fischer Boel, France
has pronounced that it will attempt to close the deal during its EU-presidency, which will begin in the second
half of 2008*”. On the other hand, the strong opposition from the French farmers have, who hold
significant power in France, has caused for the French Minister of Food and Agriculture Michel Barnier to
declare that France will not agree to reduce or eliminate EU’s agricultural support further. They reject that
cuts in CAP are the right way to help developing countries™. In this respect, a general anxiety of the EU has
concerned Nicolas Sarkozy’s position on trade liberalisation in the WTO/DR - agriculture being France’s key
issue. The concern is well grounded if considering the former president Chirac’s critical attitude towards the
DR, which actually reflected the French presidents’ protectionist attitudes of agriculture throughout history.
It has turned out that Sarkozy also has expressed a critical position towards agriculture liberalisation and the
DR: “Mr. Sarkozy defended France’s commitment to agriculture, saying that the security of Europe’s food supplies was vital.... The
DPresident also criticized the EU’s trade policy for being excessively liberal?’””. Mandelson has in this respect attacked Sarkozy’s
erection of barriers to free trade, which he stresses is a threat to a positive EU-position in the WT>, A
central point for France has always been to prove its strength and influence by (re)gaining a powerful position
on the world stage. France has been in particularly keen on showing the US that France is an important
revival. However, with its seat in the EU as well as its declining economy and consequently social problems in
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recent years, France really needs “comeback™”.

Hence whereas as France opposes further reductions of agricultural support, the UK on the other hand has
declared its pro-attitude in this respect. This may be considered a paradox in terms of UK’s general opostion
to EU-integration among others because of its fear of loosing identity and its independent power status as the
closest US-ally in the strong Anglo-American relationship. It may be argued that EU’s heavy agricultural
support in some cases are politically as well as culturally and in this respect France’s opposition may be
clarified, but the UK’s pro-liberalisation position maybe considered as conflicting with the general public
resistance to regional integration in the UK. On the other hand, the positive attitude of the UK in regrds to

agricultural liberalisation may be economically related in terms of the UK receiving far less support from CAP
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because of its lower number of farmers than e.g. France. In this respect, it would from a British point of view
only be fair and economic logically to liberalise agriculture. Further, it is possible for the UK to follow US’s
basic values of capitalism and market orientation, but still be resistant in terms of EU-integration. The UK
has argued that there does not exist economic rationales, which support protectionism of fading industries as

in the case of European agriculture.

As to Germany, it has placed itself in the middle of the UK and France acting far more neutral in the debate.
Also Germany has experienced a rocky economy in recent years. Germany is to hold its next federal election
in 2009. So fare the outfall of the state elections has jeopardised Angela Merkel’s position as Federal
Chancellor and her party’s, Christlich Demokratische Union Deutschlands (CDU), chances of winning the
election. The opposition, the Social Democratic Party (SPD), has been declared the winner of some of the
largest state elections in the up run for the federal election™’. In most cases, it is argued that social democratic
parties are less pro trade liberalisation and thereby less ambitious in regards to the WTO and the DR. As also
demonstrated if a candidate of the Democrats becomes the next president in the US. However, it is not really
correct to speak of the Democrats as a social democratic party if spoken of in European terms. If considering
Germany’s strong position and influence in the EU, the upcoming election-result could in fact influence EU’s

attitude in the DN, if the round is not concluded beforehand.

The reason that the cases of France and Germany in particularly have been included is to demonstrate that
the so-called Franco-German Axis still exists because the two members continuously hold significant power
in the EU. Domestic issues of the two EU-states may indeed influence the EU-agenda and thereby the EU-
attitude in the DN. Actually, the current debate of the Health Check of CAP may be considered a power
game among the three large EU-countries: France, Germany and the UK. The UK continues to stand out of
the Franco-German Axis primarily because the UK was not, as France and Germany, one of “ the Six”,
which founded the forerunner of the EU, the European Coal and Steel Community of 1951. Moreover, UK’s
opt-outs of the EU-cooperation in regards to the third pillar of the EMU — common currency and
military/police cooperation — as well as its public resistance to the EU are all matters that affect UK’s
dedication and powers in the EU**. On the other hand, it may also be interpreted that France has become
less EU-friendly as evident when the French voters rejected the proposed EU-constitution in 2005. There
have been a lot of reasons attempting to determine the reason for the 55 % French people voting “no” in the
referendum®”.  One may be that the powerful French farmers — with heavy lobbyism — predicted that the
EU-constitution would give the EU-Commission more power to negotiate and liberalise trade, also in terms
of agriculture, and therefore voted “no” to the constitution. Hence the new Lisbon Treaty also includes more
power to the EU with increased QMV in trade matters, but this will only have to be ratified by the French

government and not voted for by the French public.
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The overall conclusion in this context is that there still exist strong forces in the EU, which may be an
obstacle for further liberalisation of EU’s agriculture. As it looks today, this primarily concerns France, but
more EU-countries may end up supporting this position because of the decline of the EU-economy. On the
other hand, a pro-actor of the EU such as the UK may gain support in its stance because of the current food
crisis as well as the increased focus on agriculture as alternative energy solution (bio-ethanol), which underpin
the arguments of liberalising EU-agriculture. Actually, if EU’s agriculture was liberalised in a time of a world
food crisis with a low supply of food and high prices as well as an increasing demand for corn used as petrol,

the cost for the EU-farmers may in (short-term) be offset by the benefits.

3.4.3. The G20-Group

The developing countries of the Cairns-group, which was launched in 1986 consisting of both developed and
developing countries with agriculture as its leading issue, have formed their own grouping, G20°*. As today,
G20 consists of 21 countries. G20 was institutionalised as an informal group in 1999 as response to the
financial crisis of the 1990ties as well as to the acknowledgement that developing countries, as in emerging
markets, were not equally represented in global governance, as in the WTO™. In this respect, G20 is
considered a group of more developed developing countries. Ahead of the Cancun MC its resisting attitudes
towards the developed world started to show-off. Brazil, India, China and South Africa are the main actors of
G20. In spite of China’s nearly first position in the global economy, it has been rather invisible in the
negotiations. This is because China is still considered new WTO-member (2001) and is still living of its
accession-commitments. G20 also includes countries such as Pakistan as well as other countries of the South

American, African and Asian region.

Unlike China and the Asian region in general, it seems as if South America is to completely avoid the
consequences of the economic crisis, which started in the US and has spilled over to most parts of the world.
This is in particularly interesting because it has always been said that whenever US gets a cold, South America
gets pneumonia. But this time South America has proved to be far more economically independent™. This
may strengthen Brazil’s (G20) attitude even further in the DN. According to the WTO’s economists, the
economic growth of emerging economies makes up for the economic downturn of the developed countries:
“World trade growth slid to 5.5% in 2007 from 8.5% in 2006 and may grow even more slowly in 2008 — at about 4.5% — as sharp
economic deceleration in key developed countries is only partly offset by continuing strong growth in emerging economies?*s”. Hence South

America has not in the same manner been able to avoid the current food crisis, i.e. chapter 4.

As today, G20 has gained considerable strength and is now universally recognised. The G20 is an important

forum to promote dialogue between advanced and emerging countries on key issues regarding economic
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growth and stability of the financial system®’. According to G20 it: “..brings together important industrial and
emerging-marfket conntries from all regions of the world. Together, member countries represent around 90 per cent of global gross national
product, 80 per cent of world trade (including EU intra-trade) as well as two-thirds of the world's population. The G-20's economic weight
and broad membership gives it a bigh degree of legitimacy and influence over the management of the global economy and financial system?*s”.
In this respect G20 is a homogeneous group. The main point of G20’s agenda has been liberalisation of the

developed countries’ agriculture and it has played a major role in this respect.

It may seem out of proportion that the leaders of G20, Brazil and India, have claimed to defend the broad
mass of developing countries merely in order to gain more power when it (they) in reality represents emerging
markets™”. In spite of the heavy critique in this respect, Brazil and India still got what they wanted — more
power. Brazil and India have been adopted in the leading negotiation groups such as G4 and G6™. Actually,
the leaders of G20 have been accused of free riding in terms of benefiting considerably from trade
liberalisation of the developed countries, while resisting on liberalising their own markets. They enjoy the

development prior and retain their trade barriers, which continuously will harm the poorest countries™".

3.4.4. LDCs and the African group

The African, LDC and ACP group contain many of the same members. Additionally, the three groups are
united in G90. The LDCs, which in some cases speaks with a single voice, consist of more than 50 countries,
mostly representing the African region. However, LDCs are claimed to be rather passive in the negotiations.
This may be because of their strong dependence of the WIO/MTS and in this respect a successful
conclusion of the DN. This in spite of, as argued, the limited, if any, benefits LDCs may gain from the DR.
Additionally, the poor results of the LDCs in the DN may relate to the treatment of the developing countries
as one group in many respects. Although LDCs are offered several exceptions in different areas of the WTO
and the DR with the SDT, which has mainly been adopted to protect LDCs. However, it has proven difficult
to agree on further measures in the DR to protect the poorest countries. LDCs’ share of world trade has

increased in recent years, but is still rather limited and concentrated among a few””

The African-group consists of approximately 45 countries. The African-group has paid most attention to
increased aid, agricultural market access and last but not least SDT. As mentioned, most of the African
countries are labelled LDCs. In addition most actors of the African group are members of the African
regional organisation, the AU, which was founded in 2001 as a successor of OAU. AU consists of 53 African
countries and aims at boosting the economic growth of Africa bringing it into the global economy. As evident

in the EU, AU seeks among others to establish an internal market and an economic community with a single
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currency””. The AU may be considered an important step for Africa. Obviously, the AU has far more vital
issues to solve than the EU. Among others, the African region suffers from considerable poverty causing civil
wars as well as widespread diseases in particular HIV/AIDS, lack of food, poor governance and cotruption,

etc. Areas crucial to deal with if Africa is to increase its wealth.

3.4.5. The ACP-group

The ACP-group consisting of approximately 80 countries from Africa, Caribbean and the Pacific includes
many o the same members and interests of the African-group and LDCs. A part from agriculture, three issues
have proved to be in particularly important for the ACP-group; TRIPS - compulsory licensing of medicines
and patent protection (has been resolved), review of provisions in regards to the principle of SDT and further
to address the developing countries’ problems with implementing current trade obligations of the UR™.
Many ACP-countries are former European colonies. ACP-countries and the EU have entered a trade and
development (aid) agreement - the so-called Contonou Convention of 2000 — that replaced the Lomé
Convention. The Contonou Convention covers trade and cooperation between individual countries as well as
free access to some EU-markets for some of the poorest ACP-countries”™. The fact that ACP-countries
enjoy a trade and development agreement with the EU may be considered as assisting the work of the WTO
and other international institutions. This may affect the DN in terms of the ACP-countries acting more
passive. However, the ACP-group has actually proven to be a rather strong actor in the DR, if compared to
former rounds. The ACP, African and LDC groups make up the G90-group. Along with G20, as in G110,
they have commonly acted far more demanding in the DN and made a common front against the developed
world. However, at the Cancun-conference, it may be stated that G90 was “seduced” by G20 claiming that it
safeguarded the interests of all the developing countries in G110. However, G90 realised that their interests
were in many respects rather different from the emerging markets of G20, which caused for the G90-group
to act more independently in the negotiations ahead. However, G110 still exists and is considered an
important group in the DR, although a heterogeneous group in terms representing a broad range of interests.
The main reason that the G90-countries continue their cooperation with G20 — as well as carry on in the DR
despite the prospects of little or none outcome to their advantages - is that they have all to win from the DR

and nothing to loose.

3.5. Economic and political theories accounting for the problematic Doha-process

3.5.1. Introduction

(Neo)-classical market liberalism of international trade holds that free trade enhance the most favourable
conditions for economic growth worldwide. From this perception, free trade would be the logical outcome if
governments only cared about the economic terms of trade. On the other hand, another economic theoretical
approach claims that developing countries will not gain from free trade if not protected by government

instruments until ready to compete on equal terms in the MTS. Additionally, international trade and the DN
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have also reflected attitudes (actors) and positions (areas) that may not be plausible to explain from purely an
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economic viewpoint™. As a result, political theories have also proven necessary and useful to explain some of

the grounds for the progresses and delays in the DR.

The fact that there are numerous of analytical approaches explaining the areas and actors causing progresses
and delays in the DR imply reasonable doubts that there exists one single theory, which is able to clarify the
phenomenon of international trade cooperation. The WTO-countries are motivated and affected by various
of interests on the background of domestic or regional conditions, which they attempt to include in the
multilateral trade negotiations, as clearly demonstrated in the DR. In spite of the groupings and alliances
evident in the DN and the common proposals they may put forward, the individual members of the groups
may not share the same priorities on all matters™’. In this respect, WTO argues that the different economic
and political motives may be a hindrance as well as a significant challenge to reaching consensus in the DR:
“...because of the varied nature of motivations, interests and priorities that seem to inform international cooperative endeavours, it will

[requently prove difficult — and sometimes impossible — to strike the initial balance in an agreement, a balance that will offer something to all

parties?>8”.

3.5.2. Economic theories accounting for the progresses and delays

Advocates of free trade argue that: “I¢ is fashionable to discredit “free” trade becanse it is not “fair”...Open markets are the only
tool that have been effective at dramatically reducing poverty. Free trade created them. Poverty persists becanse not enough economies are
open... " fair” trade would close them further and keep more people poor. That is why trade should be made “free” and not “fair” 252”. Free
trade is explained and supported by the original theory of economic market liberalism. This approach was
first introduced by Adam Smith’s orthodox economic liberalism - ‘the invisible hand””. Capitalism is based
on economic liberal principles, which has been dominating since the establishment of the international
economic order in Bretton Woods 1944 created by the US. Friedrich Hayek continued to defend the classical
liberalism and free market capitalism against socialist and collectivist thoughts in the 20™ Century, which were
adopted by some parties in the 1970ties. From an economic market liberalistic viewpoint, it does not make
sense that the DR cannot be concluded if considering that trade liberalisation is the best economic policy
approach to gain wealth. The international trade policy system only concerns economic negotiations in which
it is an economic rationale for all members to introduce free trade. The approach thereby separates
economics from politics as stressed by Milton Friedman: “.zhe £ind of economic organisation that provides economic freedom

directly, namely, competitive capitalism, also promotes political freedom because it separates economic power from political power?6!”.

From this point of view, the reasons for the progresses and delays in the DN must relate to the contents of

the economic offers introduced in the negotiations, which solely reflect economic motives separated from
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politics. More specifically, WTO-countries have either agreed or denied proposals based on economic
considerations and not political factors. Moreover, an obstacle to reach consensus in the DR may from a
liberal economic viewpoint relate to the existence of fair trade and not exclusively free trade. Economic
market liberalism rejects governments’ interference in the economy and markets. Fair trade has primarily been
implemented in the DR because of evidence suggesting that the MTS at this point has benefited rich
industrialised countries more than developing countries. Ergo, the developing countries need some kind of

2, The existence of fair trade in the DN — as

special treatment, which can assist them in their developmen
manifested in the DDA — is supported by the following counter-argument: “There is an urgent need for fairer trade

rules that more evenly benefit developing countries. 1t is for that reason that the Doba Development Round was lannched.?6%”.

The two different viewpoints - free and fair trade - are interesting in terms of the DR. From the economic
market liberalistic approach, it appears as if they are mutually exclusive, which in the case of Doha would be a
conflict of interests to include free as well as fair trade. As mentioned the neo-classical economic liberal
theory of the 20" Century incorporated social and collective thoughts, which may to some extent be
interpreted as an approach recognising free as well as fair trade. However, as mentioned the paper operates
with Hayek’s continuation of the classical economic market liberalism in its purest form excluding social and
collective considerations in order to demonstrate the long-term free trade objective of the WTO. In this
respect, Hayek (and Adam Smith) has an explanation problem in regards to WTO also operating with fair
trade attentions. Another economic theoretical approach is needed to explain the WT'O/DR scenario of free
and fair trade. The Listian infant industry protection theory of international trade has proven useful to explain

the inclusion of fair trade.

In spite of WTO being founded on the idea that trade liberalisation will drive economic growth, neo-
protectionist forces are still evident and allowed for. According to the WTO “..subsidies aimed at protecting
industrial development might be justified becanse of poorly functioning markets in relation to information barriers and coordination
problems?6*”. Industry protection is thereby considered a crucial governmental instrument for the developing
countries in their transition. In the DR, neo-protectionism is only allowed for by developing countries in
particularly LDCs. It is a necessity to develop export industries of the developing countries in order for them
to handle productions and exports in a competitive manner and actually gain from the possible increased
market accesses. The SDT as well as the assisting development programmes of WTO may be interpreted as
an implementation of the industry protection approach supporting the developing countries. An interesting
question in this respect is how the calculations of ‘readiness’ to compete in the MTS and loose industry
protection rights are to be measured. Consequently, it appears that the developed countries have
misinterpreted the fact that industry protection only concerns developing countries. Whereas neo-

protectionism (infant industry protection) is agreed on in the DDA, the protectionism of the developed
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countries have only been mentioned in phrases containing words such as “reduce”, “abolish” and

“eliminate”. Apparently, this is easily misunderstood by the developed world.

The independent economist J. W. Smith also supports the fact that the DDA is build up on market liberalism
and more importantly infant industry protection. Further, J. W. Smith argues that the main reason rich
countries have managed to develop in successful manner is because they have protected industries in their
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growth and not pure market liberalism: “...The structural adjustments imposed npon weak nations as necessary for free trade are

the opposite policies under which every successful nation developed. Virtually every nation successfully developing did so under Friedrich List’s
philosophy of protection of tender new industries and markets. That they developed under the philosophies of Adam Smith is a myth designed
to hide a continuation of plunder through unequal trades?””. Moreover, J. W. Smith has declared that the current
international trading system is just as unequal as before the establishment of GATT and WTO respectively.
In this respect, J. W. Smith seems to overlook the fact the DR is launched as development round in which
poor countries are allowed to protect industries while benefiting from market access to the developed
countries. Conceivably, J. W. Smith refers to the specific process of the Doha in which developed countries
have hesitated to follow their Doha-commitments with prior to developing countries. Au contraire, the
developed countries have repeatedly referred to the WTO-principle of reciprocity — a compromise in which
both parties present substantial offers. This primarily in regards to emerging markets while LDCs should be

entitled free riding.

Even the grounding father of market liberalism Adam Smith predicted in is work how big and rich
governments and businesses may intend to misuse their positions in the free trading system harming the small
and poor countries: “Though the encouragement of exportation and the disconragement of importation are hwo great engines by which
the mercantile system proposes to enrich every country, yet with regard to some particular commodities it seems to follow an opposite plan: to
disconrage exportation and to enconrage importation. lts ultimate object, however, it pretends, is always the same, to enrich the conntry by the
adpantageons balance of trade. 1t discourages the exportation of the materials of manufacture, and of the instruments of trade, in order to give
our own workmen an advantage, and to enable them to undersell those of other nations in all foreign markets; and by restraining, in this
manner, the exportation of a few commodities of no great price, it proposes to occasion a much greater and more valuable exportation of
others. 1t enconrages the importation of the material of manufacture in order that our own people may be enabled to work them up more
cheaply, and thereby prevent a greater and more valuable importation of the manufactured commodities™56. In spite of such loop
wholes, still it is rather doubtful that Adam Smith would advocate protectionist measures to correct the risk
of unequal tendencies — just as he would deny the correlation of economics and politics in trade. However,
the fact that Adam Smith has taken such likely outcomes into consideration may underpin the significance in
legalising industry protectionism of the poor countries to match the level of the rich countries before
“thrown to the tigers”. The world has changed considerably since Adam Smith presented his theoretical
presumptions. Among others an international trade institutions such as the WTO, which is launched not only
to liberalise world trade, but also to boost development and monitor the MTS, did not exist. An international

trade institution as the WTO may be able to prevent such scenario as Adam Smith indicated in his work. If
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this assumption holds truth, it will be possible to create a free and fair M'TS. However, if the supposition is a
form of reverse with a free trading system controlled by an elite, this supports the argument that free trade
policy should not be the solely economic ideology of the WTO. Once again supporting the development
prior of the DR. WTO is well aware of the developed world’s better position and the existence of
mercantilists, which fundamental principle of SDT along with assisting development programmes are

supposed to cope with.

Besides the case of the US and EU-countries, a more current example of a country experiencing considerable
economic growth rates by including government instruments to protect domestic industries and not purely
market opening, is the case of China®™’. As noted by Yilmaz Akyiiz, former Director of the Division on
Globalisation and Development Strategies and Chief Economist at the United Nations Conference on Trade
and Development (UNCTAD): “..all Western European core economies had higher industrial protection than Brazil, China and
India today when they had similar per capita income levels. . . tariffs have been used in positive ways for industrialization. .. The productivity
gap between today’s developed countries and developing countries is much greater than that which used to exist in earlier times. This means
that today’s developing countries need to impose much higher rates of tariffs than those used in the past, if they are to provide the same degree
of actual protection to their industries... An important factor that favours greater harmonisation is that once countries establish industrial
dominance bebind protectionist walls, they tend to adyocate free trade in order to kick away the ladder from the followers and consolidate their
dominance. .. 268”. Akyuz thereby supports for greater protection of developing countries. However, eventually a
harmonisation is needed in order to avoid that emerging markets such as China, India and Brazil too will
practice dominance behind protectionist walls — as in the case of developed countries - harming the poorest
developing countries. Actually, the high economic growth of some emerging markets as in the case of China

may cause protectionist tendencies of the other WTO-members, as was the case with Japan in the 1980ties™.

Additionally, Akytiz has expressed that: “..zbe proposed tariffs cuts in the WTO negotiations would erode flexibility of developing
countries in using trade policy for industrial development... The key issue is how to reconcile multilateral discipline with the policy of
flexibility needed for industrial development. . .developing countries do not need high tariffs in all sectors...But they should have the option of
using tariffs on a selective basis as and when needed for progress in industrialization?’0”. This indicates that not merely should
the developing world be presented favourable conditions. They should also have the opportunity to adjust
their policies in both directions. In that way the developing countries’ commitments would be flexible and
not confirmed: “..developing conntries should not be expected to keep moving tariffs downward from one trade round to another, but be
able to move them in both directions in different sectors in the conrse of industrial development. .. allowing countries to have a bit more say
over their policies within a framework of an average bound tariffs as opposed to a line-by-line prescription per industry/ product wonld have a
number of benefits such as policy flexcibility while maintaining multilateral positions, encourage countries to view tariffs as a temporary
instrument by ensuring infant-industry protection succeeds in establishing competitive industries...2’’”. From this presumption the

long-term goal of the WTO free trade — cannot be realised if trade barriers continuously are to be shifted
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between industries rather than included for some industries and gradually reduced. It may be indicated that
the DDA is not considered a permanent solution. The DR is a step towards pure free trade in which the
developing countries at first are to be protected, but merely as a process in which they gradually eliminate
their trade barriers to the zero-level of the developed countries. If it turns out - as it has been in the case of
the developed world in their development — that it is vital for the developing countries to have the option to
either higher or lower their trade barriers as needed in accordance with domestic and international
circumstances in their development, the lack or little focus on such consideration in the WTO is critical.
Hence WTO has included flexibility factors. However, the WTO is to monitor whether the applied measures
are accounted for and not unfounded protectionist tools. The problem is that the WTO does not have the
resources to evaluate country-by-country trade barriers in all their aspects. WTO merely considers industry
protectionism as a fair development instrument that may eventually forgo and lead to free trade on equal
terms for all parties in the MTS, which is the first-best-policy to boost the world economy benefiting all

countries.

As to the adjustment costs, advocates of market liberalism claim that the gains of free trade are massive and
the costs modest. Additionally, the gains of trade liberalisation will exceed short-term and long-term
adjustment costs. In this respect, the WTO has argued that: “Although the econony may be worse off in the short-run, the
gains from trade will outweigh short-run adjustment costs in the medium to long-term...Existing studies find that the benefits from trade
exceed adjustment costs not only in the long-run. ..but even during the adjustment period?’?”. In contrast, opponents of free trade
claim that the adjustment costs of trade liberalisation have gotten far to little attention - especially in regards
to LDCs - as noted by Akytiz: “There is a tendency to underplay adjustment costs on grounds that they are relatively small compared
to (potential) benefits from reallocation of resonrces. ..measures of adjustment costs in existing empirical work are crude and imprecise. . .the
empirical evidence is restricted to industrialized countries and may not be representative for the case of other countries since the institutional
settings and the functioning of domestic markets will affect the size of adjustment costs?73”. 'The discussion in terms of adjustment
costs being overvalued or underestimated is of crucial importance. If the latter turns out to be the case, it
could have critical consequences for the free trade process as well as for the WTO, which may be accused of
presenting false information and evidence in order to convince the developing world to open their markets.
The lack of identical and comparable empirical evidence makes it difficult to predict the exact turn out of
adjustment costs in the case of developing countries, which differ largely from the development process of
industrialised countries. In this connexion, the discussion of gradual versus shock transition and the diverging

experiences of adjustment costs in these approaches is highly relevant.

The pain-gain theory support high pace trade liberalisation, which relates to shock therapy. Shock therapy is
used in regards to economic transition from a closed and planned economy to a market economy, but the
basic idea may be compared to the pain-gain theory. In shock therapy privatisation, institutionalisation and
liberalisation should be implemented within a short period, which at first would cause considerable ‘pains’,

but in addition the ‘gains’ will emerge short-term. Previously, IMF recommended shock therapy in transitions
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of about 90 former communist-states and other developing countries. Not to say that all of these have failed.
Although; the shock approach has implied critical failures that have been difficult to correct. This caused for
a heavy critique of IMF. For that reason, there still exist disagreements over which transition strategy that is
the most effective. However as today, it is predominantly agreed that a gradual approach is the safest’™.
Gradual trade liberalisation - as evident in the DN — implies in the sense of the word gradually gains and
pains in the step-by-step process. It may be interpreted that whereas the shock approach is connected to
market liberalism, the gradual approach is coupled to the infant industry protection theory. The developing
countries of DR are definitely in favour of a gradual opening of their markets protecting their producers and
workers””. In contrast, the US is currently the largest supporter of the pain-gain approach, but at the same
time it has accepted that the developing countries must adopt slowly (gradually). However, the US opposes
the non-obligation attitude of the developing countries and calls for a specific plan of gradual liberalisation
commitments. The reaction of the developing countries has been that the US is far too ambitious on their
behalf””. From this perspective it may be concluded that the dissent over which procedure to apply has

proven to be an obstacle for not agreeing on any area in the DR.

Whereas the absolute gains of free trade concern the economic benefits, as explained and supported by
economic market liberalism, the static gains relate to countries specialising in sectors in which they are most
efficient and less in sectors, which other countries produce more efficiently, as explained by the comparative
advantage theory. This may cause for better products at competitive prices in a market-forced MTS. Hence as
an outcome of free trade, it is assumed that the comparative advantage supposition is based on trade
liberalisation and not industry protection. The fact that industry protectionism is included - as a fair trade
element for the developing countries in the DN - may however not be considered a direct opposition to the
comparative advantage theory. In some cases, industry protection may be a way to propagate the idea of
comparative advantage in terms of industry protectionism opening a passage for developing efficient
production specialisation, and at the same time shut down industries that are artificially kept alive by
governmental support. More specifically, advocates of the comparative advantage (and market liberalism)
approach would argue that the developed countries should eliminate their agricultural trade barriers and
instead specialise in productions in which they are most efficient without governmental interference. The
developing countries would thereby have a chance to specialise in agriculture as their comparative advantage -
first by industry protection, but gradually by free market forces as the static gains of trade liberalisation. In
spite of the interpretation that industry protectionism may enhance comparative advantage, still comparative

advantage is a gain of liberalisation and not industry protectionism.

Free and fair trade are difficult to balance and there exist various opinions as to these being closely related,

non-separately or opposites. Regardless of the good intensions that the DDA may contain, it has become
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obvious that none of the WTO-countries are completely prepared to prioritise free trade at the expense of
protectionist measures. The grounds for this lack of willingness may vary in terms of being economically or
politically related. Whereas the protectionist approaches of the developing countries are considered
economically related and sort of approved by the DDA, as in neo-protectionism, the protectionist attitude of
the developed countries may be interpreted as politically related — not accounted for — as in classical

protectionism.

The developed countries want to gain something from the DR, which explain their counter-offer requests in
regards to NAMA and services. From an economic liberal viewpoint, it would be rational to include these
areas to further promote free trade, which may spill-over to other areas. However in reality, the developing
countries are safeguarded by the fact that all the WTO-members have committed to prioritise development in
the DR. The industry protection theory would hold that the developing countries have refused such
liberalisation commitments because they need to protect their industries. In contrast, the developed countries
claim that the developing countries exaggerate and misinterpret the development-agenda by refusing to make
any obligations. The developed countries express that they are ready to first and foremost consider
development, but they need to document some commitments if they are to convince their people. The
developed countries question why they should follow their development-commitments if the emerging

markets are not acting in accordance to the WTO-principle of reciprocity.

Whereas developed countries protect their agriculture sectors by tariffs and heavy subsidies, the developing
countries in most cases merely apply tariffs because of the lack of economic means to support industries.
Tariffs and subsidies may be adopted as measures to increase domestic wealth by protecting domestic
industries, but this primarily relates to developing countries. The developed countries should in most cases
have trade and businesses that are capable of surviving by free market forces in a liberalised MTS as explained
by economic market liberalism. Hence if liberalisation of agriculture in the developed world would result in
serious economic consequences, the lack of following such commitments - as evident in the DN — would be
economically related. However, strong evidence from numerous of scholars indicates that an elimination of
agricultural trade barriers in the developed world would not cause for such an economic decline. Additionally,
the infant industry protection theory merely accounts for industry protection in poor countries. As to the
comparative advantage approach, this only has legacy in terms of trade liberalisation — as a static gain of free
trade. As demonstrated, the three economic theories do not present economic rationales for the support of
fading industries such as agriculture in the wealthiest countries Therefore, the protective approach of the
developed countries must be politically related. Although the current economic downturn may give rise to
governments finding loopholes to increase or maintain protectionism in the developed world, which then

could be considered as economically related.

Opverall, the incorporation of free as well as fair trade might be one of WTO’s greatest challenges, which has

proven difficult to unite. Free trade supporters - in its classical sense - may find that Doha has experienced



delays because of the implementation of fair trade conditions for the developing countries, but at the same
time progresses caused by the free trade commitments. In contrast, fair trade supporters — as advocates of
industry protection - may claim that Doha has progressed recently as a result of the developed countries
complying with their development prior obligations fair, but at the same time exposed to delays because

developing countries are being asked to make free trade commitments.

3.5.3. Political theories accounting for the progresses and delays

As oppose to economic market liberalism, political theories do not make a clear separation of economics and
politics. In contrast, political theories consider economics as being less important and merely a part of
politics. From that point of view, the political theories explain the progresses and delays in the DN as
primarily politically related or a combination of economics and politics. Political theories of IR may be useful
to explain WTO-members’ protectionism rejected by economic market liberalism and only partly accounted
for by the infant industry protection approach. In this respect, political IR theories are applied to explicate

these tendencies.

Neo-realists acknowledge other actors on the international stage, but consider states as the most important
and decisive players in all respects. The states are not subordinated to international institutions. If considering
that WTO is an intergovernmental organisation in which the members possess power, this presumption may
hold some truth. Moreover, NR stresses that countries at all time seek to increase their powers and protect
self-interests. Based on the process of the DR, it may be argued that WTO-states have certainly secured
national interests in the negotiations at the expense of collective interests. More specifically, the members
have committed to safeguard collective interests in the launching of the DDA, but in reality the developed
actors have failed to recall their development obligations and the emerging markets have ignored their
reciprocity responsibility. From this point of view, NR may be constructive to explain the postponements in
the DN as caused by the members not complying with their Doha-commitments, but rather continue to act
from self-interests. According to NR, members of the WTO are only interested in maximising own payoffs
with no concern for other members’ payoffs - as in prisoner’s dilemma. As demonstrated, a prisonet’s
dilemma scenario has definitely been evident in the DR, which may account for some of the setback in the

negotiations.

Additionally, NR finds that states consider a WTO-membership from a cost-benefit analysis, which regard
the international system as a zero-sum-game”’ . In international cooperation one membet’s gain is another
member’s loss - as in ‘relative gains’. This may give an explanation of the attitudes of developed as well as
developing countries in the DN. Both parties have emphasised their potential losses and lack of gains if
accepting the introduced proposals of the “opposite” party, which would explain the lack of consensus in the

DR. However, a country would not choose to be a WTO-member if it did not expect to relatively gain — both
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in terms of protecting economic and political interests in IR, which according to NR would explain why the

" Moreover, NR claims that it is the

actors have chosen to become WTO-members in the first place
strongest and most powerful states that may gain at the expense of the remaining weaker states. Whereas as
this assumption may be useful to scrutinise GATT, it has become clear in the framework of the WTO that
the powerful elite now also includes actors of emerging markets. From this point of view, NR may have an
explanation problem unless developed countries and emerging markets continuously seek to relatively gain at
the expense of the poorest countries. Actually, this notion is more or less compatible with the empirical
analysis. More specifically, the risk of LDCs left with limited or none gains from a Doha-agreement or worst-
case scenario end up loosing from the DR. If taking into consideration that LDCs are to gain little or none
from the DR, but still are on board because of their strong dependence on the MTS and WTO — as in all to
win and nothing to loose, this may demonstrate how the strongest powers have created an atmosphere in
which the poorest countries are so dependent on the system that they may accept unbeneficial agreements.

Still, the WTO is an important forum for LDCs in order to have a chance in the MTS. In this respect, it is

largely debated whether a ‘bad deal’ is better than ‘no deal’ or if ‘no deal’ is better than a ‘bad deal’.

The WTO-members may be able to escape from prisoner’s dilemma and relative gains by the implemented
development prior, which makes it possible to escape from the control of the powerful elite as well as the rule
of reciprocity, which includes counter-offers requests in order to balance the negotiations. More specifically:
“Reciprocity in the GATT/WTO involves an outcome that each Member considers advantageous by whatever standard the Member chooses
to apphy?’?”. This may be interpreted as consistent with NLI’s philosophy of ‘absolute gains’ and DR-
negotiations as a positive-sum-game. From this viewpoint, WTO and the DR are based on NLI’s absolute
gains theory. The members have not chosen to become WTO-countries because of the possibility to
relatively gains, increase powers and military strength as NR claims. Rather the members have chosen such
obligations in order to increase mutual benefits, reduce uncertainty, increase mutual information levels,
forums for bargaining, dispute settlement, reducing transaction costs, etc. — all which would not be possible
in the same manner if not committing to international cooperation®™. Additionally, the NLI-approach holds
that when states sign-up for membership of international institutions as the WTO it will imply convergence
of national interests. National interests will be affected to also safeguard collective interests™'. However in
reality, if the members had safeguarded purely collective economic interests, the developed countries would
have taken the initial step towards trade liberalisation of their agriculture and emerging markets would have
offered to make NAMA and service reciprocity-commitments. In this respect, the delays in the DN may
relate to the lack of willingness to commit to collective interests and additionally NLI may have an
explanation problem. Although in spite of a convergence of national interests, NLI actually maintains that

states and self-interests still are the main forces™.
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According to NLI-theorist Robert Keohane, the reasons for the delays in the DN may not merely concern
the unsatisfactory economic offers presented in the negotiations as argued by economic market liberalism.
Additionally, Keohane does not support the neo-realist view stressing that the delays are explained by the
relative-gain approach and protection of self-interests in all respects. Rather Keohane explains the delays as
caused by the fact that increased world trade implies sensitivity in regards to further concessions, which
explains that the developing countries demand more influence in the decision-making of international trade.
If applying this theoretical presumption to the DR, it is a matter of fact that the new strong attitude of G20
has been one of the main grounds for the problematic DN. Additionally, the extensive dissemination of
NGOs has put WTO under serious pressure in order to have more impact on the negotiations. This
argument may also hold some truth in terms of the increasing number of issues — trade or non-trade related -
raised in the framework of the WTO, which in some cases are brought into the WTO-agenda because of
heavy lobbyism. Moreover, Keohane has argued that an increasing demand for democratic norms in
international institutions eventually will come forward — this in spite of the consensus democracy model of
the WTO™. Also this interpretation is easy to apply on the WTO and the DR. Typically, it is developing
countries (LDCs) that have accused the WTO and its green room negotiations for being undemocratic and
non-transparent as well as continued to be control by the elite, which however has expanded to also include

emerging markets.

NLI accepts the neo-realistic choice of actors - the member-states. Although NLI allows for more significant
actors such as international institutions as well as the groups formed in the framework of international
institutions. NLI focuses on how numerous of actors with various of interests may organise in terms of
promoting economic effectiveness and avoiding war and disaster without eliminating economic or political
ideals®™. If members of an international institution share the same values and political system or if an
international institution consists of few members, it becomes much easier to reach agreements™. This proves
rather easy to transfer to WTO and the DR. WTO consists of more than 150 members with different political
systems, cultural backgrounds and economic statuses, which may indeed be a reasonable explanation for the
lack of entering into a compromise. Additionally, it is only possible to carry out negotiations in the WTO
because of the groupings and alliances rather than 152 countries participating in the green room negotiations.
The numerous of groups formed in the DN in which members have chosen to present common views may
therefore explain some of the progresses in the DN. In contrast, groupings and alliances have also
demonstrated to be a hindrance for reaching consensus in terms of the developing countries gaining more
power from group representations. This was clearly demonstrated at the MC in Cancun in which Brazil and
India representing G20 gave battle to the developed countries, which resulted in the first temporary
breakdown of the DR. From this viewpoint, the improved democracy of WTO in terms of mores strong

actors has complicated the DN.
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NR stresses that politics especially in regards to security - is of crucial importance in IR*. Hence as argued
throughout the paper, free trade will boost economic growth, reduce poverty and thereby improve security.
From this security point of view, WTO should be considered a favourable international forum. In this
respect, the neorealist approach seems kind of outdated in terms of security being obtained within national
borders. In the age of globalisation, terrorism — war without borders — as well as poverty are considered some
of the main threats to security. Therefore, security (poverty and terrorism) should be handled internationally.
In this context, economist J. W. Smith, who has specialised in relations between poverty and war, has argued
that it is not only the economic advantages of the developed countries that increase their powers within the
WTO. It also relates to military strength: “..Occasionally one powerful country overwhelm another through interception of its
wealth throngh a trade war, covert war, or hot war; but the weaker, less developed countries usually lose in these exchanges. It is the military
power of the more developed countries that permits them to dictate the terms of trade and maintain unequal relationships?s””. This
underpins the neo-realistic approach, which attaches great importance to the correlations between military
power and trade power. The fact that it was merely the developed world that controlled the agenda under
GATT may correspond with this NR-approach stating that military powers set the international agenda also
in terms of international trade. However, the rising powers of emerging markets, which has resulted in a
problematic DR, would be a hard task for the NR to account for because these have gained power on the
basis of high economic growth rates and not military strength. However, it may be stated that the economic
growth in some cases have caused for larger investments in the military and thereby increased military power

— as in the case of China.

If the neorealist approach is to explain the recent progresses in the DN in which the developed countries
have started to give in on agriculture and the developing countries on NAMA, it is because the members find
that they relatively gain from these proposals as well as being in their best interest. However, it may be
interpreted that NR finds that only one party can relatively gain as in prisoner’s dilemma, which then would
be the most powerful players — the elite of developed countries. However, the strong attitudes of G20 may
disprove such scenario. Therefore, NR may have an explanation problem in regards to the latest progresses in
the DN and the rise of new and more powers of the developing world. On the other hand, it is claimed by
some NGOs and developing countries that the current offers are still harming more than benefiting LDCs,
which would be consistent with the NR-assumption of the elite’s strong powers in IR and proposals based on
self-interests. As to the development-agenda of the DR in which the interests of the poor countries are to be
given first priority at the expense of the interests of the rich countries as in safeguarding collective interests
(NLI), NR may have an explanation problem. On the other hand, the lack of serious development-
commitments in the DN underpins the NR-approach. Moreover, it may be argued that the development
prior is not only in the best interest of the developing countries. Actually, it may be in the interests of all

WTO-members because of the economic as well as political gains at all levels, which development of LDCs
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may imply. Additionally, the principle of reciprocity ensures that all members — in spite of the development
prior — will gain from the DN — as in absolute gains explained by NLI. From such viewpoint, the NR does
not have an explanation problem because the development prior is also protecting national interests as well as

improve world security. NR may however consider the gains as relative and not absolute.

Opverall, it may be concluded that NR explains the actual behaviours of the WTO-members, which have
demonstrated to act from purely self-interests in order to relatively gain causing delays in the DN. On the
other hand, the NLI is suitable to explain the member-obligations (reciprocity and development) of the DR.
The fact that the members have not acted in accordance with their DR-commitments as well as the rise of
new strong attitudes have according the NLI-approach delayed the negotiations. However, the fact that the
members with the launching of the DR agreed on such obligations as well as to the recent progresses may be
an indication of the actors changing focus away from their relatively gain mode. The members may have
realised that in order to conclude Doha they have to follow their Doha-obligations and safeguard national as
well as collective interests, which will imply absolute gains for all parties involved. However, NR would
probably claim that the progresses in the DR is because the strong powers have once again turned the
negotiations in their favour with recent modality drafts that primarily safeguard the national interests of the
elite that will relatively gain at the expense of developing countries — as also argued by numerous of

development supporters.

3.5.4. IR theories accounting for the powers of actors

In the former WTO-rounds the global economy was not really global and consisted merely of Western
countries and Japan. That picture has changed and a new world economy has come forward. The developing
countries’ share of the world economy is increasing, however, still fare from the level of the developed
countries”™. More than two-thirds of the 152 WTO-members are developing countries. The fact that the
developing countries represent the majority in WTO as well as increasing parts of the world economy may

indicate that the dominant positions of the US and EU have been challenged in the DN.

An interesting discussion in regards to the reasons for progresses and delays in the DN may in this respect
concern the political interplay and power game between the developed countries and emerging markets. It
may be presumed that the emerging markets of G20 have weakened the positions of the EU and in
particularly the US, as the world’s only hegemony. The US is facing an important challenge in terms of its
position in the age of globalisation. In the 20" century the US played a leading role in establishing
international institutions as well as international rules and norms. However, globalisation has called for
common efforts and underpinned the necessity of collective cooperation to deal with world issues such as
trade liberalisation, development, climate change, terrorism, etc. In spite of evidence suggesting that
international cooperation is the best way to achieve national objectives, the US has on some occasions

continued to “going it alone” and expected for the rest of the world to follow. However, unilaterism may no
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longer hold. Even the EU has turned out to be divided every time the US chooses to act alone. It is far from
a majority of the EU that considers themselves as US-allies. It may even be interpreted that it has actually
become unpopular and a risk to partner-up with the US. The US is simply wrong in “going it alone” and
acting unilateral simply because it is much harder to get things done in today’s international community than

its was in the pastm.

An interesting question is by what means G20 has been able to gain such significant powers within the WTO
and the DN. As to the US, it is considered a ‘hard power’ in terms of a strong military as well as economic
wealth. Hard power has long historical roots and is mainly supported by the NR. On the other hand, soft
power is associated with globalisation and NLI*”. G20 may be considered a ‘soft power’ in terms of using the
media in order to obtain sympathy and support”™'. If considering the developed countries — in particular the
US — as the “enemy” war is not the most promoting principle, but soft power such as publicity could on the
other hand work™”. Brazil has largely promoted an international understanding of the need to focus on
developing countries and their economic growth and development, which in the framework of the WTO is to
be realised by market access to developed countries along with an elimination of their trade distorting
support. Hence it is not only in regards to trade that Brazil has expressed its discontent of the developed
countries. Professor Joseph Nye presented the term soft power back in the 1980ties. According to Nye, soft
power concerns “..the ability to attract and persuade’’’”. Nye has further in cooperation with the NLI-scholar
Keohane stated that soft power rises from attractiveness of political ideals and policy by means of ideological

or cultural origins”4

. G20 has significantly succeeded in changing the debate of international trade towards a
focus on the interests of the developing world and end the undemocratic and unfair control of the elite.
Although it may be debated whether Brazil is actually safeguarding LDCs rather than self-interests as an
emerging market. Moreover, Nye stresses that despite the increasing use of soft power, a hard power such as
the US is a necessity to have in the international system. A problem in this respect is that the US puts to
much emphasis on military power in order to force other nations to follow their interests and pays to little
attention to soft power. Hence this may be a plausible reason for US’s rising unpopularity worldwide™”.
Altogether, G20 has managed to obtain power by soft power means, which may be a conceivable reason for

the rise of strong attitudes of emerging markets apparently causing delays in the DN.

A hypothesis may be that the US, as the only hegemony during the last fifty-years, does no longer holds the
same powers. It has not only been challenged by new Western powers such as EU and Japan, but now also by
emerging markets such as Brazil, India and China. From this point of view, the hypothetically weakened

hegemonic position of the US is first of all economically related because of the rise of high growth
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economies, but also politically related due to their increased powers, which economic growth may involve.
The fact that some countries have experienced such considerable economic growth that they are now close to
the level of the US, complies with the theory of Hegemonic Stability (HS). HS claims that the other
participants in the international system may at some point surpass the hegemony, which may threat the very
survival of the hegemony. Moreover, HS also stresses that a hegemony is decisive for entering agreements
within international institutions. HS claims that the presence of a hegemonic power is a necessity resulting in

1, HS also claims that the
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a simpler and less complicated economic cooperation at the international leve
hegemonic role is to ensure that the international cooperation and system works™ . Although in order for it
to work other countries must also accept the hegemony’s values of market liberalism, capitalism and

2
democracy

%, In addition, HS stress that if 2 hegemony forgoes, a new hegemony may rise and continue the
unipolar system. In contrast, NR supports a bipolar or multipolar system, which may be realised at the
expense of the unipolar structure as evident during the Cold War. Additionally, a third option would be a

multipolar system of developed as well as the most developed developing countries, as evident in the DR.

According to NLI, a hegemony is characterised by its economic, military and technological dominance. If the
economy is in crisis - as currently the case in the US - this may reduce the powers of the US. From such
viewpoint, it may be stated that the difficulties to enter agreements in the DR may relate to the weakened
hegemonic position of the US. In this context, NLI claims that if US’s powers decline, it will not imply the
end of WTO, which will create its own life. From that perspective, the hypothetically decline of US’s
hegemonic position should not have an effect on DN. However, NLI also states that the existence of a
hegemony is in the best interest of all states. It ensures stability and results within international institutions®”.
However, this has so far not been the outfall of the DR. On the contrary, neo-realists stress that the US will
only support the system as long as it looks after its self-interests. Hence in this respect, it may be interpreted
that the US no longer finds that the WTO/MTS safeguatd its interests. Mores specifically, the increased focus
on developing countries and their exception to liberalisation does not reflect the American norms and values.
Further, NR claims that if the powers of a hegemony decline, the system will fall apart and in general create
instability®. If the hypothesis holds as in US loosing its hegemonic position, it may from a neo-realist point

of view imply the end of the WTO and the MTS.

Furthermore, NR explains that the dominating states in the international system such as the US and the EU

indeed play important roles in terms of defining the international economy and rules controlling international

activities”'. The international economy is a result of the powerful states’ political, economic and security

interests. In addition, neo-realists state that a lack of strong international states may result in difficult
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international negotiation processes — as evident in the DR If hypothetically considering that the world
order has changed with new powerful emerging markets and a weakened hegemonic status of the US, the
neo-realistic approach may actually be useful to explain this scenario. In fact neo-realist Robert Gilpin has
argued that powers and hegemony are not constant, but in fact vary over time because of unequal growth

changing the power-balance and thereby the international system™”.

304

Changes of the hegemonic structural system leading to changes of the international system” may in

particularly be caused by the three different processes™: 1) economic benefits not increasing faster than the

costs of the hegemony™”, 2) the hegemonic power spends more than it invests compared to other countries
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and 3) there exists a diffusion of knowledge and powers to other countries and the dominating hegemony
looses its advantages creating challenging powers for itself’”. In regards to the first statement, this may hold
some truth. The US has actually experienced higher costs than benefits as a consequence of its current
economic downturn and ongoing wars. Additionally, it is likely that the US at this point spends more than it
invests because of economic reforms as an attempt to turn around or limit the consequences of the economic
downturn. As to the last argument, this may be useful to explain the ‘power game’ evident in the DR with the
rise of strong emerging markets with high growth numbers challenging the US economically as well as
politically. All these HS theoretical conditions to determine if a hegemonic structure may have changed seem
to reflect the reality scenario of 2008. From that point of view, the US may be in a threatened position.
However, it is not the first time the US experiences an economic decline and rises again. Additionally, it may
be interpreted that the US’s in the 21% century has been challenged to such a degree that it is unable to act as
a hegemony and conclude the international trade negotiations in the framework of the WTO, which has

caused for considerable delays in the DN.

On the other hand, an opposite hypothesis might be that US’s roles as a hegemony has stagnated or even
increased because of its extensive war on terrorism, which may underpin the military powers of the US.
Military power that the US does not hesitate to make use of if it depends on the security of America. As a
true hegemony, the US has chosen to “going it alone” in terms of acting without international mandate in
order to safeguard self-interests when it invaded Iraq along with a few allies. However, as a consequence of
the wars in Afghanistan and Iraq, it may also be assumed that US’s military strength has weakened. The wars
have caused for a high defence spending as well as a significant loss of American soldiers. Actually, the
current war situation has been referred to as more critical than Vietnam. Moreover, it is not possible to
predict when the US will pull out of Afghanistan and Iraq. As long as the US is involved in wars, it is

considered less a threat. Thereby, its enemies may exploit the situation and US’s security risk may increase.
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NR claims that US has taken the hegemonic role to protect national interests especially in terms of security™”.

In the age of post-9/11 in which state wars to a large extent have been replaced by bordetless (religious) wars,
the focus on US’s security has highly increased. According to NR, this tendency has reinforced US’s
commitments to the role as the world’s only hegemony. From this point of view, it may be argued that US’s
hegemonic position has not faltered, but may have bolstered as a consequence of the war against Islamic
fundamentalism in which the US highly needs to intensify its security. If US’s hegemonic role has not been
exposed to considerable changes, it may be argued that this is one of the reasons for the recent progresses in
the agriculture and NAMA areas because according to HS a hegemony traditionally leading negotiations

ol 310
towards a positive result” .

As claimed by the WTO, international cooperation may imply spill-overs. There exist many incidents of how
international institutions have dealt with two sides of the same coin. As for example the UN Security Council
has the authority to adopt trade sanctions against countries if violating non-trade related international rules.
From this viewpoint, it may be stated that UN deals with a matter of the WTO. It is only the UN that has the
jurisdiction to appoint sanctions in cases that are politically related. These spill-overs are necessary in order
for the international cooperation to work and may additionally strengthen the system. There will always be
cases, which demand for international institutions to handle the matter jointly’’’. One problem- or risk — may
be that such close cooperation among “global governance bodies™ also spill-over failures from one institution

to another, as elaborated on in chapter 5.

Whereas one hypothesis concern that US’s hegemonic position has weakened and consequently caused delays
in the DN, a contrasting hypothesis argues that US’s powers are status quo or may even have strengthened
causing progresses in the DR. From this perspective, the HS and NLI theories may be right in their
assumptions in terms of the need for a hegemony to enter agreements in the framework of international
institutions. A hegemonic power that is willing to use its political and economic resources to create and
maintain a liberal world economy and make sure that the rules are followed’". It seems rather doubtful that
the US will withdraw completely from its responsibilities. Rather it should be interpreted as a positive
development, that the US’s role is a subject to international debate and scepticism. The discussion in terms of

US’s powers declining, stagnating or increasing may illustrate that the US is also adjusting to globalisation®".

3.5.5. Factors explaining the agricultural protectionism of developed countries
Ever since the establishment of the EU was established, agriculture has been a sensitive area. First the EU
had to agree on the matter internally and now the challenge has come to reach consensus in the framework of

the WTO. The EU has, as one player in the DN, presented common agricultural proposals. However, it is a
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matter of fact that some EU-members would be willingly to present far more ambitious offers, but other EU-
countries strongly oppose further liberalisation. France has a strong voice in the EU and it may be argued that
EU’s attitude in the DN to some extent is a product of the French position. As argued, the French economy
has been critical in recent years and the French farmers depend on heavy CAP-support. Although France is

no different from the other EU-countries when it comes to agriculture’s limited part of the French GDP.

The interesting and critical question is what the underlying political factors are for the developed countries to
continue protecting a small and declining sector. We live in a globalised world - a world that is becoming
“smaller” and a world that develops at fast pace. Paradoxically, globalisation has proven to evoke a strong
need to protect a country’s culture and national identity. In this respect agriculture may be considered a
cultural and national root, which symbolizes the past in which technology and machines did not influence
every part of our lives. Agriculture was the first trade area and has played an important role in history - more
specifically the invented traditions and resurrection of past events such as agriculture. Therefore, agriculture
may be connected to history and culture, more specifically as in culturally conditioned and cultural
inheritance: “Unlike a langnage, a national culture is usually unique to the nation, although it may include many elements shared with
other nations. Additionally, national culture is assumed to be shared with previous generations, and includes a cultural beritage from these
generations, as if it were an inberitance. As with the common ancestyy, this identification of past culture with present culture may be largely
symbolic?™*” and “...As an "historical reservoir”, culture is an important factor in shaping identity’’>”. In this context, national

identity is considered a sub-set of cultural identity’".

An interesting point in this respect may concern the different interpretations of the nation states and national
identity. Whereas primordialists consider ethnicity and history as having played significant roles in shaping
modern states, on the other hand modernists consider capitalism, industry and communication as being
responsible for the appearance of nation states. From this point of view, it may be interpreted that
primordialists consider national identity as based on historical and cultural conditions, which are threatened
by globalisation. In contrast, modernists find that national identity is actually created by new inventions such
as capitalism and communication. As oppose to a modernist approach, primordialist may regard agriculture
of the developed countries as historically and culturally related and therefore a foundation for national
identity. Most theorists in this field consider national identity as a product of internationalisation rather than
historically fixed. These among others concern Ben Anderson, Ernest Gellner and Eric Hobsbawn. Anderson
considers nation states and national identity as “magined communities’’””. More specifically, “..I¢ is an imagined
political community and imagined as both inberently limited and sovereign’’8”. National identity is a cultural artefact, which has
become a rationale as real as anything else. Anderson has further stressed that the media and capitalism have
created national identity as a result of socio-economic conditions rather than history’”’. On the other hand, a

student of Gellner, Anthony D. Smith, has presented another approach referred to as ethno symbolism,

314 Tanselle, G. Thomas (1998). “Literature and Artifacts”, Charlottesville, VA: Bibliographical Society of the University of Virginia, ISBN 1883631068.
315 Pratt, Nicola (2005). “Identity, Culture and Democratization: The Case of Egypt”, Journal of New Political Science, vol. 27, no.1, March 2005.

316 Tomlinson, John (19 March 2003). ”Globalization and Cultural Identity”, Working paper, pp. 269-277.

317 Anderson, Benedict (1983). ”Imagined Communities: reflections on the Origins and Spread of Nationalism”, London: Verso.

318 Thid.

319 Anderson, Benedict (1998). “The Spectre of Comparison: Nationalism, Southeast Asia and the World”, London: Verso. ISBN 1-85984-184-8 .



which claims that national identity is combination of the traditional and modern thinking. More specifically,
Smith holds that national identity arises from a specific history of a specific group in a nation, which has
widespread into an idea of a common and shared history and identity’™’, as in “..Jistorically flawed interpretations of
past events...’21”. From this viewpoint, national identity is a modern concept, but it represents historical events,

which in modern times has become generally adopted as a “fake” common history and identity.

From this point of view, it may be argued that the EU has a primordialist perception of national identity in
terms of a culture with deep historical roots. In contrast, the US has a clear modernist approach in terms of
being a rather new nation with limited history unless including the Indians. The Americans primarily refer to
their grand-grand-grand-father’s country-roots when asked to their history. It may be interpreted that since
the US is actually a comparatively recent nation, it is first of all easier for the Americans to accept that
national identity is a modern concept. Secondly, the American culture truly is representing recent
developments such as economic market liberalism and capitalism. The US has as the world’s only hegemony
played a vital role in terms of spreading democracy and capitalism among others by the establishment of the
Bretton Woods institutions implementing international rules and agreements. The EU has in this respect
supported the US and its internationalisation mode — in some cases referred to as Americanisation. However,
in most European countries national identity is historically bounded in spite of the fact that the countries
breathe capitalism. Therefore, it would be more correctly to explain EU-countries’ perception of national
identity as based on A. D. Smith theory on the matter as in a combination of modernism and traditionalism —
modern concept based on invented history. Therefore, it may be interpreted that it is the developing
countries, which should fear the most that their cultures may be destroyed as adapting to globalisation - if
arguing that globalisation has such impact’”. From that perspective, it becomes clear that whereas Europe is
protecting agriculture based on political, cultural and national grounds, the US protection is probably far
more economically related despite agriculture’s low part of its GDP. As demonstrated, the US has been
willing to liberalise its agriculture. The main thing holding it back has been the lack of EU-commitment.
Therefore, it may be argued that the US is protecting agriculture as a consequence of the trade policy of other

developed nations rather than safeguarding political factors or related to national identity.

Some scholars consider globalisation as a threat to culture and national identity’”. Globalisation calls for
greater integration of the world societies and economies. This raises the question if countries are able to
maintain national identity. Apparently, some EU-countries fear the worst and hold on to their fading bonds
to the past, which they consider as representing their national identity: “This “globalisation” of countries and societies
has led many people to feel that their cultures and traditions are under assanlt. They fear that it will be increasingly difficult to maintain their
national identity in the face of a growing pressure for change and conformity’?*”. Some scholars state that the stronger a national

identity of a country is, the less a country fears globalisation in all its shades such as migration, integration,
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harmonisation, liberalisation, etc. From this viewpoint, EU-countries may have weak cultures. Hence it may
be argued that the EU-countries have already gone through a “harmonisation” of their cultures as a
consequence of the EU-cooperation. For that reason, a strong opposition rises when “symbols” of culture
and national identity are threatened. In this respect, it is important to mention that the EU-countries diverge
in terms of cultural identities as well as in regards to their understanding of national identity. Therefore, it
may not be correct to speak of the EU as one actor in this context. It was actually France, which started to
make an issue of Americanisation threatening the French national culture. Hence nationalism and national
identity are by some scholars considered as outcomes of the French revolution. Considering that the French
revolution was in the period of 1789-99, nationalism is from this point of view considered a historical
movement rather than a modern phenomenon, as once commented by Max Weber: “....A4 /ot of Frenchmen did not
know that they belonged together until the long didactic campaigns of the late nineteenth century told them that they did’?”. France has
objected to American cultural imperialism and recognised the importance in cultural products in order to
maintain individual societies. Hence costs efficiency and marketplace preferences may therefore surrender to
the demand for industries reflecting national identity - as has been the case of US’s Hollywood. This may also

be a plausible reason to the continuation of agricultural protection and thereby delays in the DN.

Paradoxically, it has become clear that globalisation may also involve a rise — or revival - of nationalism. In
this respect, Gellner has in his work adopted an economic approach in terms nationalism as a necessity of

industrialisation®.

For that reason, nationalism may be an important part of globalisation and not a
“threatened movement™”. Rather than considering globalisation as destroying cultures and national identity,
it may be interpreted that these are products of modernisation and internationalisation. In addition to
Anderson and Gellner, Eric Hobsbawn has argued that nationalism is a modern intervention created as a
response to a new economic system rather than a historical phenomenon®, If national identity is considered
a modern movement as a product of globalisation, the assumption that nationalism has emerged on a larger
scale in the US and the EU may hold some truth. Hence nationalism tends to imply protectionism. If Doha
fails to deliver in the end, it may cause a larger trend towards “economic nationalism” in industrialised
countries’”. No matter what explanation of cultural and national identity that is applied, it has either way

caused for a debate and reinterpretation of the phenomenon. Jonathan Friedman has in this respect argued

that: “...in the age of fragmentation of the world system, a new crisis of identity has emerged’"”.
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Chapter 4: World affairs influencing the Doha-negotiations

4.1. Introduction to spill-overs of world affairs

It is not only the areas and actors of the DR, which have been causing progresses and delays in the
negotiations. The world is not a quiet place and various affairs are frequently influencing the world picture.
Whereas some problems are historical rooted, others are products of the wortld as it looks today in the 21"
century. Additionally, world affairs are in most cases interdependent and may cause for spill-overs. In this

respect, it has become obvious that different world affairs have affecting the DR.

Moreover, development does not solely depend on free trade - although the gains of trade liberalisation may
spill-over and contribute to development. In addition, other factors are also important to cope with in order
for countries to benefit from a liberalised MTS™, as expressed by Lamy: “Not that trade opening in itself creates

welfare. Not that welfare creation in ifself reduces poverty...mechanisms that translate trade opening into poverty reduction are complex and

necessitate the appropriate policy context. . .if trade is not sufficient, it certainly is a necessary ingredient??”.

4.2. The oil and food crisis

Despite the existence of international institutions and increased global cooperation, it is not possible for the
world to act preventively in all matters and avoid problems ahead. Therefore, the world is now facing a
situation of historically rising oil and food prices, which may impede the DN further or even prevent for a

final Doha-agreement to be concluded.

The high and increasing oil prices are not only caused by the expanded demand, as a consequence of the
rising middle-class in emerging markets such as China and India, not balancing the stagnated supply. Other
factors such as the low dollar exchange among others caused by the declining American economy has also
been a part of the reason for the oil crisis. Actually, the US has made a strong attempt to convince its oil
suppliers from the Arabic world to increase their productions and once again Bush has underpinned US’s
strong wish to become independent from these oil-states. Some of the oil-states have agreed to increase their
productions, but it is questionable if such initiatives are enough to solve the situation at this point. In spite of
the significant efforts to develop alternative oil sources, it seems rather unlikely that a pioneer invention will
come along within nearest future’”. If so, it will properly be patented making the invention extremely

expensive.

Actually, Brazil has also become an important player within the oil and gas industry. In April 2008, the
regional superpower declared that it had discovered large oil reserves and that Brazil has the know-how to

exploit these. Brail predicts that it will be able to produce from 2010. Hence Brazil liberalised its oil sector in
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1997, but the leading state-owned oil company Petrobas still owns about 58 %", This new leading position
in the oil and gas sector will boost Brazil’s economy even further as well as increase its power in international
relations — also in the framework of WTO. Brazil’s future oil production may contribute to an increased

supply leading to lower oil prices.

The strong attempts to come up with alternatives to oil have among others caused for an expanded demand
for and production of bio-ethanol. However, the fact that bio-ethanol is made of corn has consequently
caused for another problem to appear — as in food shortage and record high food prices increased by
approximately 40 to 70 %, Corn has thereby gone from being a basic food ingredient to a fuel alternative.
Tons of food is transformed into petrol or diesel. The oil prices thereby set the bottom-prices for food.
However, the new market for bio-ethanol is far from the only reason causing the food crisis. As in the case of
the oil crisis, it is also argued that current food shortage is caused by a rising demand of the growing middle
classes in emerging markets. As a result hunger and starvation are now evident on an even larger scale, which
increase the needs for humanitarian relief considerably. However, along with China’s significant economic
growth and thereby increased food consumption, UN’s stores of humanitarian relief have more than halved.
According to the UN, the high food prices and the lack of humanitarian relief have caused for domestic

disturbances, which threaten world peace and development™. The WB has in this respect stressed its concern
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for the poor countries, which once again are the main losers™".

Brazil accuses the developed countries for the critical food scenario. The Brazilian president Lula de Silva has
stated that: ‘T am shocked that the rich conntries try to connect the increased food prices with bio-ethanol and at the same time leave-out
the increased oil prices’ effect on food as well as not mentioning the effects of agriculture subsidies’’s”. On the face of it, there seem to
be three important points to underpin from this statement. Overall, Brazil is once again confronting the
developed countries — just as it has throughout the DN in G20. Secondly, Lula denies that the expanded bio-
ethanol production is a cause of the food crisis. However, an important notion in this context is that Brazil is
a significant producer of bio-ethanol, which is possible because of its large agriculture. Thirdly, the world
food shortage underpins that liberalisation of the developed world’s agriculture is vital. Developing countries
need to develop their agricultural productions in order to increase global supply and reduce global prices,
which is only possible, if the developed countries give the developing countries market access to their food
markets as well as eliminate their agricultural support. In this respect Lamy has stressed that the food crisis
adds urgency to concluding the DR: “..zbe reasons why we must conclude the Round this year are visible to all of us and they are
becoming more critical by the day. ..the WTO can provide part of the solution” to the current food crisis, which is why it can, and must, play
its full part in this vital ¢ffor?3?”. In this respect, the high-rise food prices may cause for the developed countries to

realise the necessity of liberalising agriculture. The same argument may be used in regards to the record high
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oil prices in terms of the WTO-members recognising it could have been prevented if included in the WTO.
From this point of view, the critical oil and food situations may result in progresses in the DN. On the other
hand, countries may seek to protect self-interests in this respect, which may slow down the Doha-process and

reduce the prospects of a Doha-agreement.

4.3. Civil wars, poor governance and corruption

In recent decades wars between nations have become less common. On the contrary, civil wars have
increased. The benefits of coping with civil wars do not only concern the national level, but also the regional
and global level. At the global level it seems more difficult to set the economic costs of civil wars, which are
rather obvious at the national and regional. Although factors such as hard drug production, AIDS and
terrorism have been self-perpetuating in countries of civil wars’ . Anke Hoeffler, Research Associate of the
Centre for the Study of African Economies at Oxford University, has among others suggested that: “..conflicts
conld be shortened by means of agricultural trade liberalisation. As for example, removing subsidies to American cotton farmers would raise
the international value of the crop relative to opium, giving growers in conflict countries such as Ajfghanistan the option of an alternative
livelihood**!”. Therefore, the world faces a hard task in terms of reducing civil wars. The global strategy to
prevent and solve civil wars may concern aid for poverty reduction and ensuring well-functioning institutions,
improved governance of income from natural resources and trade, international military interventions,
economic growth and development in general and last but on least opening-up markets: “The reality is that badly

designed trade and aid policies are too often increasing the likelibood and longevity of violent conflict’#2”.

An important point in this respect is that it is not enough that the international community involve by
military efforts. It is also necessary to deal with the underlying causes, which have started the conflict in the
first place. In this respect, the international institutions have different roles to play; IMF and the WB may
assist in terms of economic transition, the UN may contribute in terms of military efforts, humanitarian relief,
poor governance and corruption, etc. In regards to the work of the WTO, this may concern an elimination of

[

the developed world’s trade barriers, which harm the developing countries: “..zhe poorly designed and unfair trade
policies of the developed world inhibit economic growth in the developing world, and leave conntries locked into commodity markets notorions
Jor the volatility of their prices. A reliance on the export of natural resources tends to lead to weaker institutions, economic dependence and
political instability. Conpled with poorly-governed international markets for natural resonrces, this has proved to be explosive time and again
around the world¥” as well as continuing or increasing the development programmes of aid and technical
assistance, which may: “...help to remove the underlying canses of conflict by reducing inequalities, tackling poverty, providing basic
services and promoting sustainable liveliboods. ..also help to improve domestic governance and belp countries bounce back from economic

shocks?*”. However, critics of aid have oppositely stressed that: “...aid can make things worse, that it can ignore signs of

trouble, and that in supporting bad governments, it can help set the stage for conflic#*”. 'This does not mean that aid does not
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make a significant difference. It is just harder to observe signs of conflicts as well as a risk of aid getting into

the wrong hands.

Developing countries may only gain from free and fair trade if peaceful domestic conditions are ensured.
Civil wars have destroying effects on trade and in contrast trade may work as an insurance mechanism in

346,

terms of reducing the risks or costs of civil wars™": “In theory at least, if trade and aid policies are carefully designed and
implemented, they should encourage peace and security between and within countries. Trade can establish incentives for peace by building a
sense of interdependence and community. Trade can also be a powerful driver of economic growth and stability: reducing poverty, providing

non-military means to resolve disputes and creating strong economic incentives for peace. There’s some truth in the old saying that countries
that trade tend not to figh?*"”. The conflict in Kenya is a clear example of how domestic disturbances have implied
considerable trade costs for Kenya - who’s most important industry is tourism - an industry now in ruins.
Kenya has went from being one of Africa’s most advanced countries to now being thrown back years in its

development.

Moreover, poor governance is also an important challenge for the world to solve, which has gotten much
more focus in the age of globalisation. Poor governance breeds corruption at all levels in a society, which
consequently affects the already poor business environment: “..good governance fosters good business, and good business
Josters good governance. Reform is not effective in one without reform in the other’*s”. Some scholars find that developed
countries in some cases ignore these circumstances. As for example MNCs operating under existing reforms,
or lack thereof, are supported by their home governments, which make the developing countries unsure

about how much support they will get with reforms’"

. This scenario of conflicting interests has been largely
debated in the developed world in recent years. An outcome of this discussion has among others been an
increased focus on Cooperate Social Responsibility (CSR), which concern developed countries’
coresponsibility for their businesses not being involved in corruption in developing markets — just as in the
case of labour standards. CSR has also been on the WTO-agenda, but the policy is still a national matter. The
rather high number of governments adopting the policy has stated that they will not hesitate to use their

representatives wotldwide to judge and report such incidents™

. Additionally, CSR has to some extent
become a marketing parameter in terms of companies branding themselves as following CSR-initiatives — just

as in the case of environmental protection.

In cooperation with other global institutions, the WTO plays a vital role in developing countries’ transition.
One way that WTO may contribute significantly is to get the negotiations on services back on track in the

DR in order to liberalise and harmonise the environment for FDIs: “The prospects of attracting FDI can help to motivate
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and bring about reforms in national governance, which in turn contribute to the goal of improved global governance’>'”. Most scholars
agree that FDI is an extremely important mean in developing countries’ transition. However, the developing
countries also need to have certain things in place — such as peaceful conditions, a relatively open market, a
comparatively developed infrastructure, low level of poor governance and corruption, attractive rules on
investments and outsouring, etc. - before their markets become attractive for investors and businesses. An
inquiry published by the WB shows that countries with a high level of corruption and poor governance are
associated with a low level of investments, trade and growth. Increased trade positively affects a country’s
economic growth, which may reduce poor governance and corruption. On the other hand, increased trade
and economic growth may not be possible to achieve because of poor governance and corruption. It is truly

: 352
a downward spiral

. An illustrative example of a country pervaded with poor governance and corruption is
the case of Nigeria. Nigeria is the largest country of the African region as well as a large producer and
exporter of oil. However, poor governance and corruption are to find at all levels in Nigeria, which results in
the high oil incomes only benefiting a small part of the population. Thereby, the rich are getting richer, and
the poor are getting poorer. Actually, some countries such as Nigeria are labelled corruption-states implying

that corruption is highly integrated in the historical and cultural roots of the country, which makes the

. . . . . . 353
mission to eliminate poor governance and corruption and even harder task to cope with™”.

As to the WTO, the clear interactions between trade, civil wars, poor governance and corruption may have
influenced the DR. The setbacks for developing countries in which such incidents take place may cause for
protectionist modes in the DN. On the other hand, the countries concerned may become more committed to
the DR in order to obtain the means needed to solve the critical circumstances - or in the case of poor and
corrupt governance in order to raise more funds to support their high living standards, which are totally out

of proportion when compared to the living standards of the population.

4.4. Terrorism and Islamic fundamentalism

In the age of post-9/11, terrorism has become one of the greatest concerns of the international community.
As often said - the wotld is another place after 9/11. The rise of Islamic fundamentalism became the focus
of public attention worldwide with Al Qaeda’s attacks on the twin towers in New York. Bush declared war on
terror and further stated, “those that are not with us, are against us”". Since then, Afghanistan and Iraq have
been invaded and speculations if Iran will be the next objective are highly debated. Actually, terrorism or
Islamic fundamentalism may be interpreted as a product of globalisation — as in wars without borders and
information technology making it possible for terror organisations to recruit people on a larger scale™. It may
be argued that a terror organisation such as Al Qaeda attempts to gain power by hard as well as soft power

means. As to soft power, it uses the media to communicate its beliefs and in some cases take responsibility
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attacks and public executions as well as using the internet to recruit people and communicate with related
terror cells worldwide. As to hard power, Al Qaeda and the Taliban take up arms to fight against the West’s
NATO-forces in Afghanistan.

A terror organisation as Al Qaeda has proclaimed that it first and foremost has been launched to demonstrate
its sympathy for the Palestinians and basically fights for a free Palestine. Therefore the conflict in Israel is of
crucial importance to solve. So far the numerous of attempts have failed including Bush’s recent involvement
attempting to follow the food steps of former American presidents as a mediator between the two parties.
The main reason that the US has not succeeded is that it was one of the main forces founding the state of
Israel post-WWII and has in most respects supported the Israelis. Thereby, the US has incurred a strong

power of resistance from supporters of the Palestinians.

The strong effort to fight terrorism is not what is most conspicuously; the fear of terrorism may be
considered larger than the actual risk. Consequently, people with Islamic faith have become an exposed
people in the West. Hence this is not only caused by the threat of Islamic fundamentalism, but also because
of Western societies’ sceptical attitude towards immigration and integration of people with different religious
beliefs and cultures, which they consider a threat to their culture and national identity. Moreover, some
scholars claim that the West has taken the fight against terrorism to such a degree that rules adopted to
protect democracy in reality are harming democracy more than the actual threat of terrorism®. In the hope
that the West will never be attacked again, the people have to some extent accepted to undermine their
constitutions. They now put up with extensive monitoring, random arrests, searches and surveillances. All to

such a degree, which would have been unthinkable before 9/ 117

. The question of Western governments
acting against democratic values has been raised on several occasions due to the loose terror laws adopted,
which among others have implied imprison of people or even annulations of citizenships without damning
evidence and a (fair) trial. In the case of the US, this also concerns its violations of human rights at the
Guantanamo base, which apparently is an exception to the Geneva Convention’. From this point of view,

the strong effort to fight terrorism may actually produce terrorists.

It may be assumed that all the WTO-members are pro in terms of fighting terrorism, but in regards to how
and by which means, the members may be divided. This has obviously been the case in the framework of the
UN as well as of NATO. NATO has lately experienced considerable disagreements on the military effort in
Afghanistan®, which has almost resulted in division of NATO as in two alliances™. In short, the countries
operating in the Southern Afghanistan blame the North operating countries for not assisting in the hot spots.

They call for NATO-solidarity*'. In this respect, the US Minister of Defence Robert Gates has argued that
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NATO has not kept up with times and developed since its establishment post-WWII (1949) in order to solve
new situations and challenges like the one in Afghanistan’”. Just as in the case of the WTO. The NATO-
disagreements and the threat of a NATO-division may spill-over to the WTO in terms of spreading insecurity
about the strength of international institutions and cooperation to agree and handle issues set out to solve.
This may cause for setbacks in the DN. On the other hand, problems in NATO may call for the WTO-
members that are also NATO-members to safeguard the WTO and the DR. It took a Canadian threat to
withdraw before the NATO-dispute was more or less phased out when France agreed to send more troops™®.
In contrast, Germany — as well as other NATO-members - does not have the authority to increase or relocate
their bases in Afghanistan due to domestic restrictions on the level of risk that their soldiers must be exposed

to’*". In this respect it may be interpreted that France holds a trump card — and the question whether France

gets a chance to use it in the renewal of CAP as well as in the DR to protect its agriculture.

As to the war in Iraq, US’s main reason for invading Iraq proved to be on false grounds - Iraq not having
weapons of mass-destruction. Additionally, US invaded Iraq without a UN-mandate. From this point of view,
it is possible that the WTO-members do not trust that the US will follow international rules in the framework
of the WTO and rather act unilateral as in ‘going it alone’. The US has breached UN rules and what should
prevent it from going against WTO-rules if benefiting US-interests? This may result in a well-grounded
uncertainty among the members in the DN. The war on terrorism and the unsuccessful invasion of Iraq has

365

resulted in the US becoming highly unpopular worldwide™. In only 6 years, US has gone from being the
third most popular country to be the third most disliked country, which could end-up affecting the US’s
status as the world’s only hegemony. It might therefore not only be a question of an economic or military
decline, which settles the position of the US. It may be caused by its increasing unpopularity. Is it possible to
have a hegemony that is broadly disliked? On the other hand, other scholars argue that the US has slowly

moved out of the shadow of 9/11 and will gradually regain its strength®®.

There exists a clear link between trade and security. The economic gains of free trade reducing poverty may
bring down the number of people choosing to join terror organisations and reduce the spread of Islamic
fundamentalism. In contrast, trade liberalisation may increase terrorism by facilitating the flows of trade in

capital and weapons - both fundamentals for terrorism’”.

According to the WTO, the effects of terrorism are
localized and temporary. As in the cases of the New York, Madrid and London bombings, the consequences
in terms of trade and economic growth proved only to be short-term. More specifically, terrorist attacks may
affect certain industries such as tourism, transport, etc. for a limited period of time. Further, the fear of

terrorism may result in trade costs (transaction costs) increasing. In this context, many governments have
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introduced measures to prevent such effects. An area that in particularly has developed since the first terror
attack on the US concerns trade insurance, which now includes terrorism exclusion clauses offering
substantial coverage at higher prices. Additionally, terrorism has caused for longer terms of delivery due to

. . . . .. . . 3(8
the increased security measures of the airline and maritime transport industries™ .

Altogether, Islamic fundamentalism has made the flow of products and people more insecure and
problematic. Additionally, it may be argued that the rise of terrorism has challenged democracies of the West.
If countries exposed to terrorist attacks experience a decrease of its trade — even if short-term — this may
imply protectionist attitudes, which may have affected the DR causing setbacks in the negotiations. It may
also be argued that the threat or fear of terrorism in general involves protectionist modes blocking for a
Doha-agreement. In this context, Hillary Clinton has claimed that the WTO and the DR may prevent
countries from adopting stronger safety rules, which are needed in a world suffering from terrorism.
Therefore, the DR should be reconsidered’”. Additionally, it may be stated that the rise of terrorism
concurrently with the DR has resulted in a lowered priority of international trade negotiations in which the

current trading round was launched only a few months after the first attack on the US.

4.5. Climate change

Environmental considerations are included in the fundamentals of the WTO as the adopted principle of
sustainable development. In the Marrakech Agreement of the UR, the WTO-members manifested a clear
connection between sustainable development and the free and fair trade negotiations to ensure that market
liberalisation follows environmental and social objectives. The DR has also included environmental issues in

the negotiations, which may positively contribute to the fight against climate change’™

. However, the
environmental negotiations have been market by disagreements and the progresses have been modest. Lamy
has stressed the likeliness of win-win situations if including environmental issues in the DR on a larger scale:
“...the Doba negotiations on environmental goods and services could deliver a double-win for some of onr members: a win for the environment
and a win for trade. The WTO tool-box of rules can prove valuable in the fight against climate change but awaits a truly global consensus on

how best to tackle the issue’’'”. As noted by Lamy, there does not exist a global consensus dealing with

environmental protection and climate change’™. This makes WTO’s role relatively undefined.

The International Institute for Sustainable Development finds that the WTO has potential to: “.deliver the types
of sustainable development ontcomes referred to in the Doba Declaration. ..but there is a consensus on the need to rethink the current regime,
perhaps in fundamental ways. .. which might give the time needed to address the issues in a way that can belp out the negotiations back on a
viable and appropriate track’””. In contrast, Lamy is not convinced that WTO needs fundamental reforms in order

to deal with climate change as well as making progress in the DN on this area: “The WTO simply cannot ignore the
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need to promote and preserve the environment. A crucial question is whether a clearer mission for the WTO in support of sustainable
development implies major institutional reforms. I do not think so’7*”. In spite of the diverging views on WTO’s ability to
handle environmental issues, it is mostly agreed that WTO has a vital role to play. In this respect, the WTO
has even been criticised for acting to indifferently when it comes to environmental conditions. The former
Director of the Global Environment and Trade Study Steve Charovitz has in this context stressed that:
“.WTO should begin to address the link between trade. ..and environmental concerns. . .in the absence of proper environmental regulations
and resonrce management, increased trade might canse so much adverse damage that the gains from trade wonld be less than the
environmental costs’’5”. Obviously, the WTO has a responsibility as a part of “global governance”. However, it is
also important that the areas dealt with by international institutions to some extent are divided in which
different international organisations are held responsible for different spheres. In many respects, world affairs
are somehow infiltrated, which in some cases makes it very difficult to narrow down which international
institution that has the main responsibility within a given area. That makes the division of areas even more
important in order for the international organisations to deal with limited areas of work in a concentrated and
in-depth manner rather than dealing with all the world’s problems superficially. In this context, Martin Kohr
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has argued that: “..if emvironment...was to enter the WTO system, it would be conceptually difficult to argue why other social and
cultural issnes shounld also not enter... Trade measures have become a vebicle for big corporations and social organisations in promoting
interests’’6”. This statement clearly demonstrates another problematic factor; if including environmental issues
on a larger scale in the WTO, it may involve spill-over effects. If including one area that is non-trade related
per se, it may imply that other parties lobby to include other non-trade related areas on a larger scale. Hence
this problem is, as demonstrated, already a matter of fact. The WTO deals with numerous of issues — also

non-trade related — which has resulted in the WTO dealing with much more issues than it can handle. On the

other hand, environmental issues are strongly connected to productions and trade.

In regards to trade and the environment, the Kyoto Protocol of 1997 — a framework convention on climate
change with the objective to reduce green house gases causing climate change - states that in accordance with
trade liberalisation, the parties must address environmental factors. However, the measures and policies that

the environmental considerations imply should minimise the adverse effects’”.

From this it becomes clear
that Kyoto includes trade considerations and corresponds with the objectives of the WTO. On the other
hand, it may be argued that despite the attempt to keep the adverse effects low — there still are effects.
Consequently, the developed countries may choose to cope with these effects by protectionist instruments,
which are against their WTO-obligations: “...governments with differentiated legal and political systems are highly likely to
pursue climate policies that may have the potential to bring them into conflict with their WTO obligations...’’8”. The risk of

environmental rules being incompatible with WTO-obligations has also been one of the reasons that Hillary

Clinton doubts the continuation of the DR: ‘T am concerned by provisions that would prevent countries from enforcing stronger
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environmental. . .rules under the WTO. I think we have to take a hard look at this Doba Round...77?”. Thereby, Hillary expresses
her support to fighting climate change - although at the expense of trade liberalisation. Moreover, the US is
most likely not the only country, which finds that WTO-rules and increasing environmental restrictions may

be in conflict.

WTO has no specific agreements on climate change and environmental standards besides sustainable
development and environmental exceptions to some of its rules if protecting human, animal, plant, health and
natural resources. WTO thereby allows for the members to implement environmental rules and restrictions,
which however must have the least possible trade distorting effects. In spite of the latter rider such
measurements may still have trade distorting consequences. Moreover, the WTO exception clauses do not go
into details, which may cause for different interpretations. According to the exception clause mentioned:
“...measure which breaches WO obligations for this purpose should not be used as a means of arbitrary or unjustifiable discrimination
between countries, or a disguised restriction on international trade. ..the measures must be necessary to protect the environment, means that
other less trade restrictive options are not available’®0”. This makes it possible for the WTO to monitor its members'
environmental restrictions and make sure that these are mainly adopted to protect the environment and not
protectionist tools. This may be a rather complicated matter, which could be dealt with in a far more effective
manner if there existed a global consensus. The problem in this respect is that several WTO-members have
not signed Kyoto or other international environmental conventions and are not interested in including such
environmental rules in the WTO on a larger scale”'. Nevertheless, the work of international institutions
within this area still overlaps and spills over, which underpins the need for a global consensus on how to cope
with climate change also in terms of free and fair international trade conditions as well as a more specific
definition of WTO’s role.: “...an early process of pursuing consultations between WITO members and the Parties to the Climate
Change Convention and points to the need to further explore ways to enbance synergies between the trade and climate regimes’?”. 'The
question in this respect is if a harmonisation of environmental standards and restrictions would be preferable

or if a mutual recognition practice should be applied.

It has turned out to be a rather difficult task to convince countries around the world, developed as well as
developing countries, to accept and invest in climate change. This is among others due to the fact that the
high costs will occur immediately as oppose to the intangible long-term results. Additionally, the lack of
American recognition that climate change is caused by human activity has been a decisive reason for
countries not to involve. Additionally, some scholars do recognise climate change — and in some cases also
that it is created by human activity. However, they do not consider it as one of the greatest challenges that the
international community is facing. In this respect, one of the most prominent political scientists is Bjorn
Lomborg, Director of Copenhagen Consensus, who in cooperation with some of the world’s leading

economists and scientists have claimed that climate change would — in a rational world — come in 10" on the
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global agenda of the world’s most crucial and difficult tasks™”. Nevertheless, the international society is now
highly focusing on climate change as in top-five of the international agenda. Moreover, the developing
countries blame the developed wortld for the rising environmental problems - the developed world is
responsible for about 80 % of carbon emissions - and to some extent refuse to take responsibility. The
paradox is that the consequences of climate change may turn out to be far more damaging for the developing
world. The developing countries also underpin that they do not have the economic means to cope with
climate change. In this respect, it may be considered fairer that developed countries as the largest polluters —
that also have the economic means — invest more in climate change than the developing countries™. Whereas
the developed countries - now with the US more or less on board - works on fighting climate change, on the
other hand China continues to build coal power stations every week. According to EU’s trade Commissioner
Peter Mandelson: “..China will become the biggest emitter of CO2 in or around 2010. A billion Indians will not be far behind. And
assuming that countries like China, India and Brazil continne to move towards western levels of economic growth — and how can we argne
that they shouldn’t? — then we are confronted with the urgent challenge of greening that growth. .. the fastest growing economies in the world
today are based on older, dirtier technology. China is building a new coal powered power station every week. China’s energy efficiency is about
one eighth of that of the EU. And consequently the link between global economic growth and rising CO2 emissions has been re-established
foday’$5”. 'This statement clearly points out that emerging markets within nearest future will become the largest
polluters. For that reasons it may be argued that emerging markets should also contribute in the fight against
climate change. Actually, China has — despite blaming the developed world for climate change - introduced a
domestic environmental plan. Although China’s reason for such initiative may relate more to its position as
the host country for the upcoming Olympics, which has almost has been cancelled due to the heavy pollution
over Beijjing, than demonstrating China’s real concern for the environment. Additionally, China has ratified

the Kyoto Protocol, but China has none Kyoto commitments because of its status as a developing country’™.

It is a matter of fact that economic means are needed in order to cope with climate change. Capital that the
majority of the developing countries do not hold. Beforehand, they need economic growth among others
derived from trade liberalisation. However, the problem in this respect is that; if environmental
considerations are not taken into account in the developing phase - as in using clean technology in
productions etc. - the challenges of climate change will never be solved. While the developed countries
attempt to clean up, emerging markets and LDCs will increasingly pollute, which results in a status quo’.
This not only underpins that emerging markets have a responsibility, but also the least developed developing

countries. The international community must commonly assist LDCs to develop clean productions and other

environmental initiatives. Lamy has also intervened in this debate: ‘T #hink everybody agrees that climate change is a
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common responsibility with differentiated responsibility?®s”. Thereby Lamy states that all countries must take responsibility,
y y p y

but just as in the DR, developed countries should do more and LDCs less.

As to the US, it has not ratified the Kyoto Protocol because of its until recently critical attitude™. It has in
general been heavily debated whether climate change is caused by human activity and the US has been hard to
convince. The first time that Bush commented climate change was in his ‘State of the Union speech’ in
January 2007 expressing his concern for global warming. Besides the publication of a UN report with strong
evidence supporting that climate change is in fact caused by human activity, the changing attitude in the US
has also been affected by the former presidential candidate Al Gore’s significant contribution to the debate.
Furthermore, Los Angeles’s Governor Arnold Schwarzenegger has introduced substantial environmental

state initiatives, which has made L.A. an environmental forerunner.

As oppose to the US, EU signed the first international agreement (Kyoto) on climate change. Additionally,
EU has internally made great commitments to fight climate change. Thereby EU aims at becoming the
world’s environmental role model, which is an important opportunity for the EU that it cannot afford to pass
on. In the wake of the EU-Commissions new climate proposal a serious critique has followed. European
businesses have expressed that the Commission’s plan is giving rise to concern. The rather strict
environmental restriction of the Commission’s proposal may be costly for the European businesses. The
increased production costs as a result of expanded rules on environmental considerations may result in rising
prices. Additionally, imported goods and services from outside Europe will become much cheaper since these
are not placed under the same rules. Therefore buyers will prefer the cheaper non-European products and
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services. Altogether threatening to put European companies out of business . The Commission has stated

that these consequences are the price to pay for being in front™".

A solution to the problem could be to impose environmental tariffs and subsidies in the EU. If European
environmental-friendly businesses are to receive subsidies in order to survive in the global competition, and if
all imported goods from outside Europe are to pay higher tariffs increasing the prices of the imported
products to the same level as the European, a successful DR will be irrelevant because the situation will be
status quo. On the other hand, if enforcing these environmental trade barriers it may be possible to avoid a
scenario of Buropean businesses loosing market shares and become uncompetitive. However, this likely
solution is not really likely because it would be in conflict with WTO-rules and the EU-members’ obligations
in this respect. In addition, Mandelson has opposed to adopt climate tariffs on countries that have not ratified

the Kyoto protocol or follow EU environmental rules. Such measures would be in conflict with WTO-rules.
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It is not illegal not to participate in Kyoto just as it neither is illegal to subsidise under WTO-rules — and as to
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the latter, EU should probably not speak to loudly

As oppose to the argument of the European business community, Mandelson claims that the costs will be
rather modest compared to the costs of not taking action: “In zhe short term, adapting to the need to reduce carbon
emissions will impose some financial and competitiveness costs on European companies and individuals. ... Most of Europe’s economy is
built on goods and services that are not internationally traded and for which the competitiveness argument is more limited. And many
estimates suggest the costs of moving to a low carbon economy could be as little as 3 or 4% of total developed country GDP by the end of the
century — which is statistically a tiny amount. Even if this is an underestimate we have to measure these costs against the cost of inadequate
action’’?”. According to Mandelson, EU’s considerable environmental actions should be considered a

[

competitive advantage: “...zhere is actually a potential competitive advantage in being a leader in adapting to climate change: in
moving decisively in a direction the market is inevitably going to take, and getting abead of the curve... We have to see climate change as an
opportunity agenda not as a burden to be shouldered’”*”. More specifically, businesses’” environmental considerations and
responsibility have become marketing parameters and in this respect EU-businesses will clearly have a head
start. Additionally, the demand for environmentally friendly products and services has increased considerably
in the developed world, as in a new emerged market. The consumers of the developed countries are willing to
pay more for products and services if protecting the environment or supporting other types of “charity”
However, the developing countries are at this point in another phase and may therefore not involve in these
types of markets; neither as producers nor as consumers. From this point of view, it may once again be
maintained that the increased environmental restrictions result in an uncompetitiveness of EU-businesses
since there is none or limited demand for environmentally friendly products in the developing world. On the
other hand, EU’s significant environmental actions may be a question of determining a new niche for EU-
business, as in a comparative advantage: “Europe is good at finding market and technological solutions to problems. And as one
of the most advanced knowledge driven economies in the world Europe can easily establish a comparative adpantage in technologies and
services central to addressing the climate crisis. Selling more green goods, shifting the whole base of onr economy onto a sustainable footing
showing others how to do it, and exporting the means to do s0*”?”. 'This may be interpreted as the EU preparing for a
liberalised MTS in which agriculture and non-agricultural products primarily will be managed by developing

countries, which leaves the EU with the service area — and now also the environmental protection area.

According to the WTO, EU’s environmental regulations may imply relocations of productions to countries
with less environmental standards - as in increasing outsourcing — which developed countries already have
suffered considerably from. Additionally, the fear of relocations may end up causing a race-to-the-bottom in
which governments start to compete on low environmental standards in order to create or keep a favourable

. . 396 . . .. . . .
labour and investment environment™ . In the same respect, it is decisive to avoid that imposed domestic or
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regional environmental standards reflect protectionist interest, which may reduce trade flows as well as

domestic, regional and global welfare™”.

The Kyoto Protocol of December 1997 came into force February 2005 and expires in the end of 2012. In
November 2007, 174 countries ratified the Kyoto-agreement, which implies that 36 developed countries are
committed to reduce green house gasses emissions and 137 developing countries obligated to monitor and
report green house gases. The ratification was the first step towards new Kyoto-negotiations. In December
2007, the UN held a climate conference on Bali with more than 180 countries attending. The negotiations
almost collapsed, but were rescued and agreed on in the final moment. The participants more or less agreed
on a timetable, road map as well as concrete negotiation steps in order to reach an agreement at the “final”
conference in Copenhagen 2009 (COP15). The most important aspect is to get the US on board, which may
cause for more countries to involve. As the Danish PM Anders Fogh Rasmussen has expressed in a speech to
the US Congress: ‘T will make an appeal to the US to participate in the fight against global warming becanse we all need each other.
The EU and the US must work as close partners in order to bandle the challenges of globalisation in regards to the economic
interdependence, the threat of terrorism and climate change. In the age of globalisation we all need allies. Even the largest and only superpower
cannot afford to stand alone’?s”. 'The fact that we are closer to a new Kyoto agreement with more countries involved
may threaten the DR because of the considerable costs attach to climate change. In this respect, trade
liberalisation and the fight against climate change may be considered as competing world challenges. On the
other hand, if it is possible to agree on climate change among almost 180 countries, it should be plausible to
agree on trade issues in the framework of WTO. According to Lamy a new Kyoto-deal would actually be
more hard to agree on than a Doha-agreement: ‘Forging a deal on tackling climate change wonld be even harder than
hammering out long-stalled international trade talks’??”. Perhaps Lamy is referring to a Doha-light agreement because is
it even possible that international negotiations can turnout more problematically than in the case of Doha?
On the other hand, if Lamy is right in his prediction, the world will apparently not reach a global consensus
on climate change within the next 7 to 8 years. From this viewpoint, the international community should

probably hold its horses and await if and how a Doha and a new Kyoto will come about.

Chapter 5: Conclusion and Perspectives

“Bverybody wants a better global trading environment, but individual nations and groups of nations are not always keen to give up the

benefits they get from import tariffs and from farm subsidies*?0”.

As demonstrated throughout the thesis, trade liberalisation is one of the most vital challenges for the
international community to take on. The economic gains of halving subsidies and tariffs would indicate a

doubling of the world GDP. If social and environmental gains were included in this account, the increase of
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GDP would be even higher. Additionally, the static gains of free trade imply efficient industry specialisation
as in a widespread of comparative advantage. In spite of the strong evidence and theories supporting free
trade, WTO still has not been able to convince its members to liberalise their trade. The reasons blocking for
a free trade multilateral system are many and in the current international trade negotiations of the DR, the

lack of will and commitments have proved to be economically as well as politically related.

There are many approaches attempting to explain the progresses and delays in the DN. As to the WTO, it
has been criticised for being old-fashioned based on outdated fundamentals of GATT. On the other hand,
since WTO was created as successor of GATT in the 1990ties, other critics claim that WTO as a newborn is
too immature to handle global trade. An important ground for the problematic Doha-process may therefore
concern the weaknesses of the WTO as an intergovernmental organisation of 152 members with a decision-
making procedure accused of being undemocratic and non-transparent. However, as the WTO looks today
with limited authority and a consensus decision-making procedure, which is a process of group negotiations
that seeks the agreement of the majority as well as attempting to resolve the objections of the minority in a
most agreeable decision, WTO may be as democratic and transparent as it can be under these conditions.
Alternatively, the members could agree to concede more power to the WTO, which may imply supranational
bodies that have authority over the members. At first sight, this may not be considered as more democratic,
but still it must be assumed that supranational bodies would safeguard the collective interests of the WTO.
Moreover, QMV could be introduced, which would make it less complicated to enter agreements because the
majority wins it all. Since the developing countries now represent the majority of the WTO-members, this
would not imply undemocratic conditions for the developing countries, which is the general fear. If
supranational democracy or majority voting were appointed, this would most likely have implied a faster
Doha-process as well as ensured a positive outcome. On the other hand, a well-grounded concern for the
future prospects of WTO may entail that the members work harder on reaching consensus in order to avoid
a final Doha-breakdown, which may jeopardise the WTO and the MTS. This scenario could explain the
recent progresses of the agriculture and NAMA areas in the DN.

As to the areas negotiated, agriculture has been referred to as the heart of the DR. The developing countries
have been reluctant to take on new areas until the developed countries give in on agriculture. Besides
agriculture being a vital trade area for the developing world, they have also claimed that they are not ready to
present counter-offers of NAMA and GATS. The developed countries are heavily protecting their
agriculture, which involves an over-supply of agricultural products as well as a fall in world prices, which
altogether harms the world’s poor. Since agriculture merely covers a small part of the developed countries’
economies, it would be economic rational to eliminate their agricultural trade barriers. Without such support
the developed countries could instead specialise in other areas such as services and environmentally related
trade areas. In the same manner, the developing countries would have the opportunity to developed and
specialise in agricultural productions with increased market access to the developed countries’ food markets.

As to the political grounds of the developed countries’ continuation of agricultural protectionism, it has



become obvious that they have proceeded to safeguard self-interests and attempted to relatively gain from the
DR at the expense of collective interests and absolute gains. The developed countries have seem to have
entered the negotiations with an assumption that the DR would remind of former GATT-rounds in which
the powerful elite of developed countries more or less controlled the agenda. They were wrong. Moreover,
cultural factors have also proven to be an important case in point. It has been argued that in particularly the
EU has a tendency to consider agriculture as relating to its cultural past and national identity. In this respect,
it has been interpreted that national identity is a modern concept based on an invented common historical
past. Some of the developed countries may therefore act sensitively in regards to agriculture liberalisation
because is has become a metaphor of historical and cultural roots — as in national identity. Learned by
experience, as long as a consensus is not reached on agriculture, it has proven impossible to make progress in
other areas such as NAMA and GATS. From this perspective, agriculture is the most important reason for
the delays in the DN. Additionally, the recent improvements in the agricultural talks have a implied a spill-
over to the NAMA negotiations. As to the service area, it seems rather unlikely that any real GATS-

commitments will come out of the DR.

The DR was first and foremost supposed to give prior to development implying a collective responsibility for
boosting the economies of developing countries*”’. In this connexion, the developing countries should under
the principle of the SDT be permitted to protect industries as well as a gradually market-opening until these
have reached a certain level and are ready to compete on equal terms in the MTS based on market liberalism.
The primer purpose to include SDT is to safeguard the interests of poor countries (LDCs), but it has turned
out to be an escape clause for emerging markets. The developed countries have stated that the emerging
markets’ non-reciprocity attitude has been one of the main reasons that the developed world has hesitated to
open its agricultural markets. In this respect, the developed countries are blamed for not following their
development commitments and the emerging markets for not complying with their reciprocity obligations.
This scenario has certainly been a crucial ground for the delays in the DN. On the other hand, the recent
progresses in the DR may have come forward because the developed countries as well as the emerging
markets have changed their mode as in a convergence of national or regional interests and now acting in
accordance with their WTO and Doha-commitments, which represent the collective interests of the WTO

and from which all members will absolute gain.

In the former GATT-rounds the “global” economy was not really global and consisted merely of Western
countries. The picture has changed and a new world economy has come forward. The developing countries’
share of the world economy — in particularly emerging markets such as India, Brazil and China - is highly
increasing. Moreover, the developing countries now represent the majority of WTO-members, which
indicates that the dominant positions of the elite - the US and EU - have been challenged. The voice of the

developing countries has become louder, their attitudes stronger and their powers increased within WTO.
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Brazil and India has been the leading forces establishing the G20-group of emerging markets. However, the
interests of G20 have not always matched the needs of the remaining developing countries (LDCs), which
G20 in some cases have declared also to defend. The developing countries diverge to a large extent in terms
of economic and political conditions. From this point of view, the case of a common front against the
developed countries may have been based on identical starting points, but the underlying factors have
differed*”. It may therefore in the negotiations ahead be important to pay more attention to the diverging
interests among developing countries. Also in order to avoid that emerging markets exploit the favourable
conditions being offered to developing countries. Not to say that the emerging markets should be considered
as developed countries. They still suffer from considerable poverty in their rural areas. A solution could be to
introduce flexibility on a country-specific basis. Thereby each country’s specific interests and commitments
could be evaluated from an individual examination. However, this would be a significant administrative
burden for the WTO, which WTO in its current form probably not would be able to address*”. Overall, the
rising powers of emerging markets have definitely been an important reason for the setbacks in the DN and
there is no sign of these being here today and gone tomorrow. Actually, emerging markets such as China and

India have economic growth rates that have already overtaken the positions of the US and the EU.

As globalisation has brought with it new high growth economies with increased powers confronting the
hegemonic position of the US, the progresses and delays in the DN may also relate to the likely changes of
the world order. Moreover, US’ hegemonic role may have been challenged by its currently economic
downturn as well as its invasions of Afghanistan and Iraq, which to some extent has resulted in a spread on
anti-Americanisation.  From these approaches, US’s hegemonic position may have weakened as a
consequence of the rising powers of emerging markets, its economic crisis as well as US’s rising unpopularity
worldwide among other because of the invasion of Iraq on false grounds and without UN-mandate. On the
other hand, US’s hegemonic role may have strengthened because of its extensive war on terrorism and strong
effort to neutralise Islamic fundamentalism, which also has resulted in an increased security level of the US. It

44 and the lack of a

has been argued that a hegemony traditionally leads negotiations towards a positive result
hegemony makes it difficult to enter agreements in the DN*”. If the DR is to have a successful outcome,
actors must take responsibility and leaders must lead. More specifically, the US must once again commit to its
role as a hegemonic power in the trade negotiations with all that comes with it. The international system has
changed, but the US is still the world’s only hegemony: “Tv avoid...a WTO failure, Washington should commit again to
take leadership steps, and make concessions, that will put trade back on track**s”. Although the upcoming presidential election
in the US makes it rather difficult for the US to lead with Bush’s limited trade authority. Moreover, if a

candidate of the Democrats becomes the next American president, this may result in a far less committed

behaviour of the US.
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It has become clear from the empirical research and the analysis that different world affairs have also in had
an impact on the DN and vice versa. Currently, the international community is facing an oil and food crisis,
which could have been avoided provided that the oil and gas industry was included in the WTO and further
on the conditions that agriculture had been liberalised. In addition, the critical oil and food scenarios may
cause further delays in the DN because of the increasing risk of protectionist measures to overcome the
crisis. As to the interactions between international trade and civil wars, poor governance and corruption, it
has been demonstrated that free and fair trade are not sufficient to ensure economic growth and
development. Civil wars, poor governance and corruption may prevent a country from experiencing the
economic gains of trade liberalisation as well as impeding that all parts of the population benefit from such
development. It is truly a downward spiral. Critical circumstances of this character may be a hindrance to gain
from free and fair trade and at the same time the economic growth that trade liberalisation may imply could

reduce the risks of such conditions as well as end existing conflicts.

Post-9/11 has been referred to as a new era. The war on terrorism as well as the fear of terrorism have
become two strong factors dominating the 21 century, which are argued to have affected the members’
attitudes in the DN in certain respects. The fact that countries exposed to terror attacks experience a short-
term decline in their trade may imply protectionist attitudes. Additionally, the fear of terrorism and the
adopted terror laws to protect Western democracies may have increased nationalism, which may provide a
breeding ground for trade protectionism. From this point of view, the rise of Islamic fundamentalism may
involve delays in the DR. As to climate change, this has entered the top-ten on the international agenda.
Coping with climate change is a costly and sensitively affair, which has affected the DN in terms of countries
questioning if it is possible to address climate change and trade liberalisation simultaneity. The concern has
primarily regarded that environmental restrictions adopted to fight climate change may turn out to be trade
distorting. This could result in infringements of WTO-rules and obligations The fight against climate change

could therefore end-up at the expense of trade liberalisation.

The outcome of the DR is crucial. Not only as an important step towards free trade and a stronger MTS, but
also in regards to the likely growth of developing countries, which will forgo if Doha fails. Growth that could
lift about 150 million people out of poverty. If Doha succeeds, this could have significant consequences. First
of all the economic gains from a free and fair Doha-agreement could imply a decisive development of poor
countries. Moreover, the WTO-members and the international community in general may regain confidence
in the WTO and the MTS. As to the rise of new powers, the strong attitudes of emerging markets will most
likely continue and more countries will join G20. This may indicate that democracy will be further improved.
The WTO may strengthen from such ‘a best-case-scenario’ and the possible spill-over effects of a successful
Doha-conclusion could be negotiations and agreements covering more and new areas, a member-expansion
as well as a re-evaluation of the WTO. Liberalisation talks on more areas would further increase global trade,
boost economic wealth, reduce poverty and improve security. As to a higher membership, this would ensure

that more countries involve in the free and fair trade negotiations and therefore more countries may



experience economic growth and eventually register as developed countries. Moreover, this harmonisation of
trading rules could be in particularly important for world peace. As to the positive re-evaluation of the WTO,
this may imply innovative initiatives for an organisational development of the WTO. Additionally, the
members may eventually decide to concede authority to the WTO, which could result in foundations of
powerful supranational institutions as well as introducing QMV. If successfully developed, WTO could
become an important and strong player in global governance. However, if considering the problematic
process of the DR that has not even been concluded yet, such scenario seems more or less unlikely at this

point.

If Doha fails to deliver, WTO will loose an important reason for its existence. In such case, it will be essential
for the WTO to narrow down the real reasons for the breakdown rather than the members blaming and
finger-pointing each other - or the WTO for that matter. If the real causes to a problem are unknown, any
attempt to solve them may have critical consequences. If Doha breaks down for good, this may imply that
WTO will loose importance and ‘worst-case-scenario’ turn around the key, as noted by Gary Hufbauer
representing the Institute for International Economics: (Failure) will essentially mark the end of the WTO’s 50-year run as
the lead engine of commercial liberalisation®”””. On the other hand, WTO does include some features, which may secure
its survival. The Dispute settlement is very appreciated by the members and considered one of the most
important features of the WTO. The DSB will mostly likely continue to handle trade disputes, although a
consequence could be that its ruling turns out to be completely ignored by the members. Additionally, a lack
of reaching consensus on a Doha-package may consequently result in protectionist tendencies as well as
regional and bilateral FT'As on a larger scale. If such scenario occurs, it will once again be the LDCs that

become the losers since they have little to offer in FTAs"*

. This further underpins LDCs’ strong dependence
on a MTS. The question in terms of bilateral and regional FT'As opening a passage for free trade and a MTS -
or the opposite - is largely debated. It may be interpreted that a MTS to some degree is realised by bilateral
and regional FT'As. On the other hand, if states have already entered favourable FTAs, this may cause for
countries “to settle with less” in terms of little or none political will to integrate in the MTS. In addition,
regional FT'As may be considered protectionist trading-blocks. In this context, it may be argued that FT'As
must not replace or block for the MTS since they only deliver a small part of the likely gains of free trade.
Bilateral and regional agreements do not boost global welfare in the same manner as in the case of multilateral
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trade agreements

. A failure of Doha will most likely increase the level of FT'As, which in the long run could
prevent a development of the MTS. The status of international trade will then be status quo because such
scenario will mainly harm the LDCs. Moreover, if Doha breaks down, it is rather doubtful that such an

ambitious trade round will be launched within nearest future.
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Obviously, the WTO General Director Lamy still has confidence in a positive conclusion of the DR: “Tis is a
task that bas eluded ns now for far too long. The differences between negotiating positions is not great. Technically, there is no doubt in my
mind that it can be bridged. What we need, urgently, is political input from all of the key players to allow the bridges to be built...we are
closer to achieving the major goal we all share establishing modalities in Agriculture and NAMA, which in turn would pave the way to the
conclusion of the Round. . .I believe that we should be able to conclude the Round before the end of 200810”. The fact that WTO
operates with a consensus decision-making system, any WTO-member can theoretically veto the whole
Doha-package agreement. Hopefully, none of the members will make use of this right — if the process will
ever come that far - and rather show political willpower to build the bridges needed in order to conclude the
DN in a satisfying and successfully manner. Although keeping in mind that the DR is a development round
as underpinned by former UN Secretary-General Koft Annan: “..opening up global trade is essential, if we are to reach
the Millenninm Development Goals by 2015. That means seizing the Doha-Development Agenda as a historic opportunity to re-balance the
rules of the trading system in favour of the poor. Setbacks in the Doba talks have led some to consider settling for something less than a true

development round — or for no round at all. That must not happen*'”.

In general WTO finds that the problematic Doha-process should be considered a positive sign of democratic
trade negotiations: ‘Reaching compromise takes time and effort, and lengthy negotiations may be a sign of the system at work — not at
Jault12”. Therefore, the delays in the DN, which to a large extent have overshadowed the progresses, may not
be a threat to the WTO and the MTS, but should rather be interpreted as a democratic development of the
WTO as well as an indication of the WTO adapting to globalisation. In spite of the recent progresses in
agriculture and NAMA, the real scenario for completing Doha may go beyond the upcoming election of the
new American president, which will take the seat in the White House in January 2009. The prospects of a
final Doha-conclusion seems to lean towards a less-ambitious Doha-light agreement in order to avoid the
considerable consequences of a final breakdown of the international trade negotiations. However, a Doha-
light agreement may still imply significant gains as well as opening a passage for further negotiations. At least
it will not be a waste of 7 — or more — years of negotiations and the lessons learned could be used in a

constructive manner to get the WTO on the right track.
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