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Introduction              

The attachment with Permanent mission of Pakistan to the WTO Geneva is an integral part of the Public Sector Capacity Building Programme, designed for the Public Sector officers of Ministry of Commerce to sensitize them about the prevailing issues in trade negotiations. The officers are expected to imbibe a comprehensive understanding of the issues assigned to them by taking active part in the meetings, seminars and other events already in currency. The attachment period of this scribe has been most intensive marked with all sorts of negotiations taking part in great abundance, be it DSB or Agriculture or be it, for that matter Services sector. To add ice on the cake, Trade Policy Review of Pakistan is round the corner, making it high time to comprehend the trade policy initiatives by the Pakistan Government and their relevance under WTO obligations. Moreover, it is an opportunity to understand why Globalization has been fetching so discordant opinions as ranging from the realm of being Benign to the realm of being Malign. And why WTO seems to be an exercise like the proverbial Penelope’s web, full of hues and cries signifying nothing? Or if such a picture is the brainchild of some of the hard-core pessimists molesting the merits of the bargain for the mankind?

The Attachment:                                                                     


Arrival in Geneva on 17th June 2007 was followed by an inevitable solace of the holiday, that is, Sunday to rejuvenate energies for the ensuing week. Therefore, on 18th June 2007 I arrived at the mission followed by a warmly welcome by Ms Shaista Sohail Economic Counselor, who introduced me to the organization, mandate and objectives of the Mission. 

Moreover, the Economic Counselor gave a comprehensive briefing on the WTO Agreements, Rationale for the multilateral trading system, and the significance of ongoing negotiations. She emphasized the need to imbibe the understanding of the issues by active participation in the ongoing activities of the mission. 

Afterwards Mr. Ahmed Mukhtar , Commercial Secretary, welcomed me with warmth. I was given a briefing about the issues in Agriculture on cards for negotiations. It was a matter of great honour when I was taken to the Cairns Group meeting at the Australian Mission with the Ambassador H.E. Dr. Manzoor Ahmed. In the meeting the matters taken up in the G-4 meeting were discussed ranging from the issues of Domestic Support -like green box, export competition, monetization; to the issues involving Tariffs for Market Access. Ambition of the Cairns group to play an effective role was the main topic and they were rather indecisive as most of the delegates were of the opinion to wait and see the results of the ministerial meeting of the G-4.In a nutshell, the desire to be ambitious was not seen, as ambition is made of a sterner stuff and majority was not going to be stern.   

 On the next day, 19th June 2007,I was briefed by Ms. Shandana the LAO about DSU and DSB. Later, I accompanied the LAO to the meeting at ACWL (Advisory Centre on WTO Law) , in connection with the proposals of the Like Minded Group, including Pakistan. The issue discussed related to the S&D treatment to the developing countries. The issue of litigation costs to be borne by the developed country in case in loses as complainant or loses as a respondent was discussed in detail. The design of the developed countries to insert an enabling clause that would take up the issue of graduation or gradation of the developing countries was discussed with its possible consequences. In addition, the clause 12.6 relating to time frame for panel composition and case preparation was also discussed. Responding to the query by this scribe, Mr. Frieder said that the law is actually framed for future times and any ambiguity kept in the law benefits the powerful and that’s what is happening in DSB. Moreover, talking about the monetary compensation by the developed countries to the developing countries, the experts had shown a concern that the developed countries would try to buy themselves out of their obligation in this way.                                   

 THE ISSUES AT A GLANCE  
NAMA:                                                                                          
            On 21 June 2007, Dr. Saeed Ahmed (Commercial Counselor) briefed me on the topic of NAMA. Non Agriculture Market Access, which is a term used for issues relating to trade outside the ambit of the Agreement on Agriculture. NAMA negotiations orbit round three important points, namely determination of the value of co-efficient in Swiss Formula in which Pakistan has proposed cuts on tariffs. The co-efficient has the characteristic that at any value the new tariff after cut will be less than the co-efficient itself. Pakistan has proposed the value of coefficients at 6 for developed countries and 30 for developing countries based on the averages of their current bound rates. The developed countries however have proposed coefficients of 10 or lower for developed and 15 or lower for developing countries respectively. 

The difference between the two coefficients is very important and these countries proposed a difference of 5.Pakistan’s interests are best served in bringing down the coefficients for the developed countries; U.S and E.U are proposing 10 for the developed countries as they are not willing to open up their sensitive sectors. Pakistan needs to advocate the dual coefficient sufficiently apart from each other. The mission is actively pursuing the interests of Pakistan, as we do not have any FTA with the countries, which are major destinations of our exports, mainly in Textile and Clothing sector.

 The issue of unbound tariffs is also on the anvil in imminent meetings at WTO. As the items for which the members did not bind tariffs, it was proposed to take the exiting tariffs in 2001at the start of Doha Round. However, on objection that these would be too meager to be a base for cuts’ formula, marking up has been proposed. Pakistan has proposed Constant non-linear mark up method, which has attracted convergence and unanimity. The exact number to be added to start, is open to any decision, Pakistan has proposed 30 albeit. The G-4 meeting has struck a blind alley as the developing countries are pressing for greater market access through greater tariff cuts by the developed countries, whilst the developed countries are linking it with Agriculture issues.

     
The issue of flexibilities for developing countries is another point on the agenda of NAMA parleys. The developing countries are offered to keep their tariff lines unbound, i.e., subject to no cuts and application of no formula to the extent of 5% tariff lines, provided these 5% tariff lines do not exceed 5% of the total value of its imports in NAMA. The remaining 95% of their tariff lines would be bound and subject to cuts under the formula. The other option would require the developing countries to apply less than formula cuts and up to 10% of their tariff lines, provided the cuts they apply are not less than half of what is required under the formula and that the tariff lines do not exceed 10% of total value of imports of the country under NAMA. However, the figures of 5 and 10 are subject to finalization by the members in negotiations. Pakistan is trying to keep its sensitive sectors either out of the ambit of formula reduction or unbound to protect without any legal repercussions.                             

DISPUTE SETTLEMENT BODY                                                 
The General Council functions as Dispute Settlement Body in accordance with the Article 3 clause 3 of Marrakech Agreement.   

  The members of DSB are all 150 members of the WTO. Any dispute that arises in the area of trade, DSB is the supreme body to deal with it. 

          
 The complainant member and the respondent member are given an opportunity to reach an amicable solution through consultations. The primary efforts of the DSB are also always directed to resolve the disputes amicably between the members. Hence is the initial period of 60 days for consultation. Afterwards, if the consultation fails to resolve the dispute a panel examines the claims and counter-claims. The complainant party requests the formation of a panel and at first instance it may be rejected. However, at the second instance the request is honored, as there is no rejection under the law. The panel is selected from the indicative list and the decision of the panel is promulgated to all the members. If the respondent announces to go to the Appellate an Appellate Panel is constituted which has its permanent 7 members. The decision of the Appellate Panel is bounding for all members be it the complainant, the respondent or the third parties. If there is still some difference of opinion between the two parties about the enforcement of measures advised by the DSB, another Conciliatory Panel will be constituted which will asses the situation on ground and decide the real position. In case of non-compliance of the Panel recommendations by the respondent the court will consider the case for the

Cross-retaliation and presently the negotiations are underway to the effect that if the developing country is a complainant and that if a developed country has violated the recommendations of the panel; the developing country should be given the authorization to retaliate in the sector of its choice in accordance with the spirit of S&D treatment for developing countries. 

            Pakistan proposes to introduce some reforms in the Amicus Curiae on the basis that the Panel members in the Appellate Body are experts and don’t need any information or pieces of technical advice. Moreover, the information they seek should be provided only and unsolicited uncalled for information should not be heaped into the Panel proceedings.

              Furthermore, Pakistan also proposes to reform Article 12.10 and Article 21.3 of DSU, by increasing the timelines for consultations from existing 60 days to 90 days, for submission between 15 to 30 days. About the erosion of preferences the position of Pakistan is quite obvious—Pakistan does not enjoy any preferences and therefore does not support longer timeframes in implementation. Separate and immediate enforcement of the Tariff cuts for countries like Pakistan that are affected particularly, is the suggestion on cards.  

WTO MEMBER’S MEETING AT THE WTO SECRETARIAT:                                
On the call of the DG WTO Pascal Lamay on 22 June 2007 to Council for Trade Negotiation, attended the meeting at the WTO secretariat with the ambassador, where representatives of 150 member countries were present. The D.G expressed his commitment to play his part in making WTO work and the present round of negotiations to conclude successfully and stressed the need that the members should try their level best to make it a success. The failure of the recently held G-4 round was discussed and Brazil spoke at length about the deadlock in that meeting blaming the developed countries to make the developing countries pay the cost for the multilateral trading system. E.U and U.S stressed that we should identify the progress, that where we are and try to move forward. These countries, however pointed out that the more developed developing countries should do something to share the efforts of the developed countries and give special treatment to the other lesser developing countries.

The issues that were points of contention in G-4 meeting included domestic support such as exchange rate determination, subsidy, export competition facilities to the farmers and market opening. 

GSTP Meeting on Market Access in NGMA –UNCTAD UNO:      

On 25 June 25, 2007 I attended the meeting on Market Access issues in the UNCTAD, Negotiating Group on Market Access, which is a group of 22 registered members’ which are developing countries and 7 members from the L.D.Cs . The negotiations mainly concerned the two important aspects, the level of ambition and the level of flexibilities. The members suggested different figures for exemption from tariff cuts, being the sensitive products or the negative list products. Pakistan asked the members to decide the extent of ambition to generate the business and the flexibilities would be affixed accordingly. The offers for Margin of Preferences ranged between 30 to 65 percent of the product lines among members. Pakistan indicated the range acceptable between 50 to 60 percent.

GSTP MEETING---RULES FORMULATION                               

            On 26th June 26, 2007 the issue on the agenda has been the Rules Formulation. The discussion on various issues in certificates of origin related to Article 11 Para 3 along with Article 12 Para 1(b), which deals with change of port of destination in case of importation by installments. The concluding note on the discussion before lunch was that the Article is acceptable to a majority of members with reservations on Article 11 Para 3.

GSTP MEETING ---NEGOTIATIONS ON MARKET ACCESS
The meeting on the Market Access was a marathon that continued till 2300 hrs at night. At the start, the issue like the time to extend flexibilities was discussed at length. The Members were divided on two options—either a base year should be the basis or the date of importation should be the basis to extend facilities.  Moreover, the extent of flexibilities was also deliberated upon. The range of flexibilities from 70% to 100 % was agreed. Iran wanted that it should be given stages to implement these flexibilities up to 45% over a period of 9 years. MERCOSUR, on the other hand wanted 100% range on all tariff lines.  Negotiations stuck at Paragraph 5 regarding the method of extending flexibilities. Most of the members agreed on formula method, which has three options; linear formula, non-linear formula or a combination ob both. However, Morocco and Algeria remained adamant that request-and-offer approach should be included. In the final text of the report the members could not agree on the draft till late. Pakistan’s proposal was accepted but the divisions continued on the inclusion of the word maintain or retain. While most of the members agreed that it was not agreed to have request-and-offer approach in any meeting, neither was it tabled in the forum, Algeria and Morocco insisted that the list of items of export interest pointed to that end. The draft was agreed on the word should, saying that most of the countries expressed support that formula method should be the basis, others expressed support that request-and-offer approach should be the basis…. 

 TRADE POLICY REVIEW OF INDONESIA:                                     
On 27th June 2007 Trade Policy Review of Indonesia was carried out in WTO Secretariat Room No. CR-II. This scribe had the honor of accompanying the ambassador of Pakistan and Commercial Secretary. The Review unfolded with very profound insight by the Discussant about the inevitability of a symbiotic relationship between the development at the heart of trade and trade at the heart of development. This juxtaposition is, in fact the basic theme permeating Doha Development Agenda (DDA). The next round of the Review encompassed a whole range of comments, appreciations and apprehensions about the policies initiatives and achievements of Indonesia since 2001 Review. The role of Indonesia in Cairns Group, leadership of G-33 Group and Participation in G-20, Customs reforms and energy sector reforms, especially diffusion of bio-fuels and steady growth of 5.2% to 5.7 % of the GDP was hailed. The growth in the face of Tsunami, earthquakes and terrorist activities was termed as a mark of resilience of Indonesian economy. The ambassador from Pakistan, H.E.Dr.Manzoor, speaking on the occasion highlighted the Pak-Indonesia bilateral trade. He informed the house that Indonesia is the second largest trading partner in Asia and that the bilateral trade between Pakistan and Indonesia registered a growth from more than US $300 million in 2003 to US $816 million in 2005-6.He further informed the members that both the Governments have signed an agreement SIPA, and that the governments are engaged to sign a PTA. He appreciated the role of Indonesia in G-20, G-33 and Cairns group as well as in GSTP. Moreover, he appreciated Indonesian constructive engagement in Doha Development Agenda. Discussing the commonalities, he referred to the D-8, a group of eight most populist Muslim countries where both countries are active members, Trade Policy System in OIC where both engage actively and GSTP under UNCTAD. On the other hand, some of the apprehensions included:

1. That, the wide gap between its bound rates and applied rates in tariff regime imparts unpredictability and therefore confusion to the traders and the investors.

2. That, its protection measures in Agriculture sector, Services sector result in trade distortion. Australia has submitted written questions on this issue for reply and discussion in the next session.

3. Canada complained that certain elements in the regulatory mechanism in Indonesia are tough for the firms especially for investment. Moreover, Canada raised the issue of high unemployment, and the population below poverty line as daunting challenges.
4. Brazil pointed out the TRIPs activities, especially enforcement activities under paragraph 6 of Doha Development Agenda.    
5. The U.S sought more clarification about the newly passed law on investment by Indonesia, which wants sectoral clarification for investors. Moreover, the U.S further pointed out the custom reforms, which actually reduce bureaucratic hurdles but that the penalization for smuggling was not substantial and that the whole package seemed arbitrary and needs to be put into place on permanent basis.
6. Pakistan showed concern on the levy of import duty on citrus fruit from Pakistan, which distorts trade. Moreover, Pakistan pointed out the great gap between applied and bound tariffs, which creates unpredictability. The issue of high tariffs on rice was also pointed out by Pakistan. As regards the textile sector, the firms from Pakistan face problems for which written concern has been communicated to the Indonesia.    

Note

               Detail of date-wise activities/meetings is attached as Annex to this report

Annexure to the report 

S.NO                 TOPIC OF MEETING/BRIEFING                              DATE
 01.                     Briefing on Service Sector/ Agriculture                        18th June’ 2007
 02. 
Meeting on DSB at ACWL and Briefing by LAO      19th June’2007 

 03.                       Briefing on NAMA by C.C                                            20th June’2007

 04.                        Briefing on DSB by LAO.                                             21st June’2007


05. WTO Members Meeting at the WTO                        22nd June’2007  

                              Secretariat called by DG WTO.

06. Meeting on GSTP under UNCTAD, UNO                25th June’ 2007


Negotiating Group on Market Access.

07.                         GSTP Meeting Rules Formulation                             26th June’2007                                


 08.                          Trade Policy Review of Indonesia
                       27th June’2007 

 09.                          GSTP Meeting-Negotiations on Market Access       27th June’2007
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