I“dia &The

A Monthly Newsletter of the Ministry of Commerce and Industry

Vol.6 No. 8 August 2004

We attach due importance to the smooth functioning
of the multilateral trading system. We are determined to
ensure that, as negotiations proceed based on the
Framework that has been recently agreed upon, our core
concerns continue to be adequately addressed. Our
approach to the negotiations will be dictated by our
national interests, especially our concerns for the millions
of farmers who are dependent for their livelihood on
agriculture, as also our objective of stimulating economic
activity through export of our Goods & Services. We are
determined to pursue our interests in this and other
areas vigorously.

- Kamal Nath
16 August, 2004

STATEMENT BY KAMAL NATH, MINISTER FOR COMMERCE AND
INDUSTRY, IN PARLIAMENT ON THE WTO FRAMEWORK AGREEMENT
(NEW DELHI, 16 AUGUST 2004)

1.1 rise to make a statement on the proceedings Agreement was adopted by the Members on
of the General Council meeting of the WTO held 1st August, 2004. A copy of the Framework
at Geneva last month where a Framework Agreement is being placed on the Table of the
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developed countries. As a result of these
efforts, the Framework Agreement adopted,
has ensured that the negotiations are back
on track. It provides necessary guidance and
parameters for further negotiations. The next
Ministerial Conference is scheduled to be held

in Hong Kong, China in December 2005.

3. The issues before the General Council were
the same as those before the Cancun
Ministerial Conference. Besides taking stock of
the progress of negotiations on major issues
like Agriculture, Non Agricultural Market Access
and Services, review of progress on the
development related issues like Implementation
Issues and Special and Differential Treatment
provisions was also to be made. A decision on
the launch of negotiation on the four Singapore
Issues of Trade and Investment, Trade and
Competition Policy, Transparency in Government
Procurement and Trade Facilitation was also

required to be made.

4. Before participating in the General Council, we
held wide ranging consultations with
stakeholders, political parties and trade unions.
The inputs we received in these consultations
helped us to shape our strategy in the

negotiations.

5.1 am happy to announce to the Hon Members
that we have been able to achieve all our
major objectives in this Framework Agreement.
In the crucial area of Agriculture it has been

agreed that:

(a) All forms of export subsidies would be

eliminated by an end date. This was a major

demand of ours, since the developed countries
are extending support of hundreds of billions
of dollars every year to their farmers, resulting
in artificially low prices for their agri-exports.
This commitment in the Agreement is therefore
a positive achievement. At the same time the
flexibility available to developing countries like
India to provide certain subsidies for export of
agricultural products would continue to be
available for an even longer period, beyond
the elimination of export subsidies by developed

countries.

(b) On trade distorting domestic support, it has

been possible to ensure that an immediate
commitment in the form of 20 % reduction in
overall trade distorting support would be made
in the very first year itself. (Against this,
during the entire implementation period of the
Uruguay Round only 20 % cut was effected in
Domestic Support). Besides, the permissible de
minimis support in respect of developed
countries would be reduced from the present
level of 5%, while developing countries like
India that allocate almost all de minimis support
to subsistence and resource-poor farmers will
not have any obligation to reduce their existing
level of de minimis support of 10 %. Thus our
concerns relating to protection of the support
we extend to resource poor farmers have been

adequately addressed.

(c) The Blue Box, hitherto uncapped, will be

capped at 5% from the first year of the
implementation period itself. A modified Blue

Box can be created only after agreement
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(d)

(e)

(i)

(i)

(i)

(iv)

(v)

among Members on the criteria, which would

be subject to negotiations.

On market access, the Agreement envisages
that higher rates of tariff will face higher levels
of cuts. Since the reduction required is from
bound rates, which in the case of India are
usually much higher than the applied rates,
we have an adequate cushion of comfort. On
the other hand, developed countries, which
do not have this cushion, will have to effect
real and deep cuts. Thus market access for

our products would increase.

Furthermore, the following elements in the

Framework provide us the necessary comfort:

the principle of proportionality will enable
developing countries to make lower rates of

reductions as compared to developed countries;

We would have greater flexibility in the number
of sensitive products and their treatment than

that permitted to developed countries;

we are also eligible to designate an appropriate
number of products as Special Products (this
is available only to developing countries) based
on our food & livelihood security or rural

development needs;

the Framework Agreement also provides for
use of a Special Safeguard Mechanism triggered
by prices or quantity, against surge in imports
which would safeguard domestic producers in

developing countries;

the Framework Agreement clearly stipulates

that the negotiations will have to take into
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account the concerns of developing countries
relating to rural development, food security
and livelihood security needs as regards tariff
reduction formula, the number and treatment
of sensitive products, expansion of the tariff

quotas and the implementation period.

. In the area of industrial products, covered

under Non-agricultural Market Access
Negotiations, our concerns were mainly focused
on the twin issues of protection to the sensitive
items, and to the nature of the sectoral
approach - whether voluntary or mandatory.
The introduction of specific language in the
Framework Agreement ensures that any
decision that may be taken in the future will
take care of our concerns. The negotiation on
a formula in this sector could lead to more
market access for us in developed countries
by bringing down peak tariffs and reducing
tariff escalations in products of export interest
to India, such as textiles and leather. The
Framework, while providing for less than full
reciprocity in tariff reduction commitments, also
envisages additional flexibility in the treatment
of some of the tariff lines, through either no

cuts or through reduced cuts.

. In the negotiations on Services we have an

offensive agenda, and in the Framework
Agreement it was possible to incorporate
specifically an area of major interest to us
namely, Mode 4, (i.e. movement of natural
persons). The Agreement envisages furnishing
high quality offers in sectors and modes of
supply of interest to developing countries to

be made in a time-bound manner.
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8. The Framework Agreement has also made a
firm commitment to addressing the specifically
development-related issues like Implementation
Issues and operationalisation of Special and
Differential Treatment provisions on a time

bound basis.

9. One of our significant achievements in the
Framework Agreement is the removal of three
of the four Singapore issues on which we had
objections - namely Investment, Procurement
& Competition. The fourth issue, Trade
Facilitation, which continues to be on the
agenda, is an area of special interest to us
since what may be expected from this
negotiation would be a continuation of our
autonomous reform process in this area. Trade
facilitation essentially means simplification &
transparency in customs procedures, cutting
down on transaction costs etc. Reform in the
customs procedures of other countries as well
and an effective cooperation mechanism
between customs administrations would greatly

benefit our exporters.

10. The Framework Agreement is the first major
stage towards conclusion of the Doha Work
Programme, since it lays down the principles
and criteria. The next step would be finalization
of modalities, including formulae for reduction
in tariffs and domestic support, setting the
actual date for elimination of export subsidies
for agricultural products and giving shape and
meaning to the various special provisions we

have managed to incorporate in the Agreement.

11.

12.

We have been helped to a large extent by
our ability to develop and maintain issue-based
alliances with like minded countries. The G-20
alliance on Agriculture stayed together and
met frequently to decide on the strategy. On
Singapore Issues a significant role was played
by the G-16. On the issue of Special Products
the Group of 33 was our firm ally. We also
made special efforts to develop common
grounds on a number of issues with the G-90
countries, consisting of ACP countries and
LDCs. The Five Interested Parties (FIPs)
consisting of India, US, EU, Australia and Brazil
played perhaps the most pivotal role in evolving
consensus on the Framework in Agriculture.
We are committed to continuing to work in
close cooperation with other WTO Members
and groupings on issues of interest to us in

the next stage of negotiations.

We attach due importance to the smooth
functioning of the multilateral trading system.
We are determined to ensure that, as
negotiations proceed based on the Framework
that has been recently agreed upon, our core
concerns continue to be adequately addressed.
Our approach to the negotiations will be
dictated by our national interests, especially
our concerns for the millions of farmers who
are dependent for their livelihood on
agriculture, as also our objective of stimulating
economic activity through export of our Goods
& Services. We are determined to pursue our

interests in this and other areas vigorously.

Thank you.
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INDIA’S DEFENSIVE INTERESTS IN AGRICULTURE FULLY
SAFEGUARDED IN WTO FRAMEWORK AGREEMENT

It is generally acknowledged (at least by
dispassionate and unprejudiced observers) that the
developing countries

in general, and India in

particular, have gained significantly in the 3July

Framework Agreement.

After the collapse at Cancun, there was
not much optimism. No doubt,
performed useful roles in consolidating the G-20
position, but the crisis continued and resolution

still seemed distant.

India and Brazil

The entire process took a new turn with the
introduction of FIPs process (Five Interested
Parties) in June 2004. A series of meetings in
Sao Paulo and Paris, then a video conference,
and finally an all-night session at Geneva broke
the deadlock. India played a pivotal role in this.

There is an erroneous notion among many that
the July Agreement is only about ‘Agriculture’. This
is not so. I suppose the reason for this is that
India has ‘defensive interest’ in Agriculture, and
‘offensive interests’ in Goods and Services. While
is but
interests

all three sectors are important to us, it

natural that securing one’s defensive
gains prominence in the popular Press and Media.
Unfortunately, the gains in our areas of offensive

interests do not get that much publicity.

In Agriculture, our main objective was to secure
the interests of millions of farmers in our country.
In India, we have subsistence farming, not
commercial agriculture.
huge subsidies amounting to more than 300 billion

dollars a year are given by way of support to

In developing countries,

their farmers. This creates artificial prices. I have

repeatedly said that the Indian farmer

can compete with the US farmer, but not with the
US Government.

A huge gain for us at Geneva was a clear and
unequivocal support on the part of developed
countries to completely eliminate - not just to
reduce, but eliminate - all export subsidies by a
specific end date. Furthermore, we got them to
commit to an across the board 20% reduction
on trade distorting domestic support in the first
year itself. They wanted a modified Blue Box in
order to change the ‘parking lots” on all their
trade distorting support. We not only managed to
subject the review of all existing Blue Box criteria
to strict discipline, but we also introduced a
provision for capping the Blue Box at 5%.

On the other hand, the principle of special and
differential treatment with regard to developing
countries has been given primacy. We have
ensured that not only will developing countries
have access to Sensitive Products,
and above, this we will have Special Products,

but over

and also a Special Safeguard Mechanism. We,
thus, believe that we can adequately accommodate
all our defensive interests in Agriculture.

By insisting on a tariff formula with deeper cuts in
higher tariffs, we have been able to open a window
to market access to developed country markets
in Agriculture for our own products. I am specifically
keen on developing our Agri-Export sector because
I believe that this will contribute extensively to our
agriculture development. Due to reduction of
subsidies in developed countries, our agriculture
products will be able to compete with products of
other countries in international markets. TRQ (Tariff
Rate Quota) expansion in developed countries
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will create another window of opportunity for Indian
Agri-Exports. There is tremendous scope for
infrastructure development in the Agri-Export chain
- the cold storage industry, packaging, laying of
roads and provision of other infrastructure could be
accelerated in transforming our agriculture to make
profitable for farmers.

What may be more interesting to you will perhaps
be NAMA (Non-Agriculture Market Access). The
July Framework creates additional
for our industries through provision for tariff
reduction in non-agricultural merchandise goods.
Tariff peaks and tariff escalations, which at
present reduce our ability to export value added
items, will now be specifically addressed.

market access

At the same time, developing countries will be in
a position to take care of our sensitive sectors
through a carve out for such products. We have
the option of either setting aside 5% of our tariff
lines free from reduction commitments, or 10% of
our lines subject to less-than-formula reductions.
Thus, the small scale industries and other sensitive
industries which may have difficulties in facing the
onslaught of imports will get a breather.

The issue of sectoral ‘zero-for-zero’
discussed. This means that all duties in a particular
sector are to be brought down to
simultaneously by both developed & developing
In some sectors this suits India-but in
some sectors it does not. Therefore, while
supporting the sectoral approach, we insisted
that it be made optional. We succeeded in this.
So, now we will be consulting with industry to
decide in which sectors we should opt for this
approach, and in which sectors we should not. I

was

Zero

countries.

look forward to your feed-back on this.

On the issue of Services,
are bullish. This
countries go into a protectionist mode! The July
Framework provides for improvement in the quality
of offers, since this is an area which functions on
an ‘offer-and-acceptance’

as you all
is one area in which developed

know, we

basis. The area of
particular interest is Mode 4, which we see as a
vehicle for getting better opportunities for our
professionals abroad. We will now seek greater
market access in Professional Services, Construction
and Engineering Related Services, Computer Related
Medical

and Financial

Services, Services, Audio Visual Services

Services.

You are all aware of the four Singapore Issues.
We strongly resisted and succeeded - in getting
the issues of Investment, Procurement &
is not because
in these areas,

international

Competition off the table. This
we do not want to do anything
but because we do not want
interference in the formulation of our domestic
policies in this regard. However, the fourth issue
on Trade Facilitation is certainly to our benefit.
Trade
improvement and transparency
procedures, cutting down on transaction costs.
This not only means improvement in Indian Customs

procedure,

Essentially, Facilitation means

in customs

but also improvement in Customs

procedures of other countries. Hassle-free
customs is of fundamental
international trade is to flourish. We strongly believe
that trade facilitation would ensure a greater
participation in international trade by small and

medium enterprises,

importance if

reduce transaction costs
(estimated to be between 6 to 10 per cent) and
generally
countries in multilateral trade.

improve the prospects of developing

(Key note address of Kamal Nath, Minister of Commerce & Industry, Government of India, at the
Seminar organised by FICCI on "WTO's July Framework Agreement: Implications for Indian Business”,

New Delhi - August 10, 2004)
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AGRICULTURE MINISTRY SATISFIED WITH
WTO FRAMEWORK AGREEMENT

FICCI FICClI FICCl FiccCl
\CCl FICC

# .

The Union Minister for Commerce & Industry Mr. Kamal Nath addressing the Seminar on
"WTO's Framework Agreement: Implications for Indian Business" organised by
the Federation of Indian Chambers of Commerce & Industry (FICCI) in New Delhi on
August 10, 2004

A news report appearing in a section of the press says that India sold out to West at
WTO. It is clarified that no note has been prepared by the Ministry of Agriculture for
the Prime Minister on the WTO Framework Agreement signed in Geneva, as stated in
the report. From the report, an impression is created that the Minister for Agriculture
has told the Prime Minister that the concessions arrived in the WTO meeting do not
mean much for the country. This is not correct and the report has tried to portray a
position, which is not factual.

The Agriculture Minister, the Commerce Minister and officials of both Ministries were
fully involved in the preparation for the Geneva Meeting. A Joint Secretary level officer
from the Ministry of Agriculture was also a part of the official delegation. The Ministry
of Agriculture is happy with the overall outcome of the WTO meeting and the
Framework Agreement.

(Agriculture Ministry Press Release dated New Delhi: 23-08-04)
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A ON ISSUES ARISING OUT OF THE WTO
FRAMEWORK AGREEMENT

Agriculture

India has lost bargaining space for
future negotiations in Agriculture ?

On the contrary, the framework agreement gives
us more space for future negotiation.

>

Tiered formula approach for overall reduction
of all trade distorting support, with higher
cuts for higher support. The figures would
need to be negotiated and will obviously bear
a relationship to the market access formula,
when it is negotiated.

Tiered formula approach for final bound total

AMS

(Note: The numbers will have to be negotiated
in the next stage. This gives us considerable
negotiating leverage, which was not available
in the pre-framework stage.)

Review and clarification of Green Box to ensure
that measures have no, or at most, minimal
trade distorting effects on production;

(Note : This will mean that all Green Box
measures presently used by developed
countries will be subject to review and
clarification. The language used in the text is
such that the developed countries will have
to show that the measures that they presently
employ are non-trade distorting or minimally
trade distorting. @ Review and clarification of
existing Green Box measures thus gives us
considerable negotiating leverage.)

Criteria for new Blue Box, without agreement
on which the new Blue Box will not be created.

(Note : The creation of the new Blue Box is
predicated upon the agreement on the new
criteria to be established. The onus of seeking
consensus on new criteria and/or change in

As against the above,

to

the old criteria is on the demandeurs for
such a change. Furthermore, there is a
stipulation for negotiating an overall cut in all
forms of trade distorting support comprising
the AMS, de-minimis and Blue Box. This
provision further weakens the demandeurs’
position in trying to circumvent the subsidy
reduction commitments. It is, therefore, a
big bargaining chip, which will be available to
India at the next stage of negotiations.)

Credible end date for elimination of export
subsidies and disciplines on all export measures
with equivalent effect;

Methodology for selection and treatment of
sensitive products for developed countries;

Methodology for tariff simplification and
escalation;

The question of special agricultural safeguards
(SSG) remains under negotiation and will have
to be settled in the next stage.

The principle of proportionality, which
specifically states that the tariff reduction
commitments of developing countries will be
less than those of the developed countries is
an important bargaining chip. The rejection of
the blended formula for tariff reduction, which
was the hallmark of the EC-US agreement at
Cancun, has paved the way for more equitable
treatment of tariffs in developing countries.

many measures favourable
developing countries have already been resolved:

20% cut in domestic support;
5% cap on Blue Box;

S&D treatment under Article 9.4 of Agreement
on Agriculture (relating to subsidies used by
developing countries for marketing of products)
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to continue for a reasonable period even

beyond the end date for export subsidies;

Proportionality through lesser tariff reduction
commitments or tariff quota expansion

commitments from developing country members;
Special products;

Special Safeguard Mechanism (SSM).

Deeper cuts in higher tariffs may
adversely affect India ?

a)

b)

Developed countries have high tariffs on most
of their protected products, such as, sugar,
dairy and meat. Unless higher tariffs are
subjected to deeper cut, there will be no new
market access for developing countries into
developed countries. This is a major change
from the ‘blended formula’ for tariff reduction
worked out by the US and EC at Cancun,
which was aimed at maintaining status quo in

the protected sectors enjoying higher tariffs.

From the defensive perspective, Indian applied
tariff rates are quite low and, therefore, have
more flexibility to reduce its higher bound
which
has now been enshrined, is the proportionality
of commitments between the developed and
developing countries. Therefore, India’s tariff

reduction commitments will be proportionally

tariffs. The most important principle,

less compared to those of the developed
countries. It is a major change from the
“blended formula” in the Cancun text, under
which the commitments of developing countries
would have been proportionally higher than

those of developed countries.

In addition appropriate member of products based
on the criteria of food security, livelihood security
development needs of developing
countries can be designated as ‘Special Products’.

and rural

These products will enjoy even more flexible
treatment than the sensitive products.

d)

_The Ministry of Commerce and Industry _#

A new Special Safeguard Mechanism for
be established to

address the situation of import surges, if any,

developing countries will

of agricultural products.

There is no specificity or clarity in
the proposed subsidy cut ?

While the actual numbers are yet to be negotiated,

the framework

lays down the structure for

considerable reduction in domestic support.

a)

b)

c)

d)

e)

f)

Substantial reduction in overall domestic
support to be brought about through a
harmonising tiered formula, based on the
principle of deeper cuts in higher levels of

support;

(Note: This concept was developed by the G-
20 on the basis of an Indian suggestion.)

20% cut in domestic support in the first year
of implementation itself;

The most distorting form of support, comprising
of measures comprised in the Aggregate
Measurement of Support (AMS) will
be subject to a harmonising tiered formula for

reduction;

similarly

To prevent the shifting of support across products
and concentrating it further on a few products,
capping of product specific AMS levels;

De minimis to be reduced, but countries like
India, which use almost all their de minimis
support for subsistence and resource poor
farmers will be exempt from any reduction

stipulation;

(Note : India came under heavy pressure to
agree to discuss de minimis reduction at the
next stage of negotiation. This was resisted so
strongly that a carve out had to be made for
India and similarly placed developing countries.)

Blue Box to be capped at 5% from the

beginning of the implementation period;
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(Note : This will mean reduction, in the
case of EC, from $22 billion to $10 billion, a
big cut.)

g) New Blue Box, without production limiting
condition, will be created only in the next
stage of negotiations, subject to agreement
on criteria.

(Note :
production limiting condition,

In view of possible removal of
subject to
satisfactory agreement on criteria, India could
also be in a position to use the new Blue Box.
This may be an additional flexibility that may
be available after the criteria are negotiated
in the next stage.)

h) Green Box criteria to be reviewed and clarified
to ensure that Green Box programmes have
no, or minimal, trade-distorting effects.

New Blue Box ?

It may be noted that the creation of the new
Blue Box is not a foregone conclusion. In
accordance with paragraphs 13 and 14 of the
Framework Agreement, the creation of a Blue Box
without production limiting criteria will depend on

acceptance of the criteria.

It may also be noted that without the production
limiting criteria, it would be possible for India also
to use the new Blue Box, sometime in the future,
should it become necessary. The criteria for the
new Blue Box will be negotiated, keeping this in
view. There is thus an added flexibility available

to India.

The negotiations by Five Interested
Parties has compromised the
principle of transparency ?

It may be noted that the group called the Five
Interested Parties (US, EC, Australia, Brazil and
India) came into existence several months ago.

In this regard, the following points are relevant:

a) India was invited to participate in the FIPS
Process by the US in recognition of its
negotiating clout. It was not an initiative of
India or G-20 to create a non-transparent
process.

b) India’s participation in the process has resulted
in our concerns being taken on board at the
initial negotiating stage. It has been helpful in
avoiding a situation in which India might well
have found itself in a position that it has no
alternative but to reject the deal struck by
other Members. In other words, it is a
recognition of India’s negotiating strength in
the WTO.

c) India and Brazil could articulate the position of
even other developing countries through this
process by maintaining regular contact with
them and regularly keeping them informed of
the discussion in the FIPS. In fact, India has
been regularly communicating the main
developments in the FIPS process to other
groups like the G-33, G-10 and G-90 and has
been maintaining close and regular contact
with the co-ordinators of different groups.

d) India, being involved in the FIPS on a regular
basis, could develop its credibility in the
negotiating process to the extent that it could
secure major changes in the draft document
prepared by the Chairman even at a late
stage in the negotiations and ensure that its
core concerns are adequately addressed in
the final document.

The manner of functioning of G-20 ?

It is now universally recognised that the G-20,
which India formed together with Brazil, played a
major role in completely transforming the course of
negotiations in agriculture. This is very clear from
a comparison of the final draft agreement with the
Cancun text, the draft Ministerial text presented
by the Chairman, General Council before Cancun

10
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and the original US-EC text of August 2003. In
fact, each revision of the current text brought
more gains for India and developing countries.

One of the significant features of the G-20 has
been that it is composed of developing countries
with diverse interests in agriculture. Thus, while
Brazil, Argentina, Chile, Thailand and South Africa
have strong offensive interests, others, like India,
China, Philippines, Indonesia and Nigeria have
defensive interests. The success of the G-20
stems from the fact that a serious effort was
made by both groups within the G-20 to
accommodate each other’s interests and present
a common front while negotiating with the trading
majors. The outreach programme of the G-20,
orchestrated mainly by India, ensured the support
of a broad base of developing countries, again
with diverse interests.

In this process of discussion and compromise,
the countries with defensive interests
accommodated the others with offensive interests
by accepting the concept of a Harbinson type,
single, tiered approach with deeper cuts for higher
tariffs. They also gave unstinted support to the
other developing countries in seeking radical
changes in the domestic support and export
competition regimes.

On the other hand, countries with offensive
interests compromised on areas like the following:

¢ Use of bound, rather than applied levels both
in market access and domestic support;

(Note: The countries with offensive interests
would have preferred an aggressive approach
with cuts from applied levels in both domestic
support and tariffs. However, as this would
not have been acceptable to India, they
agreed to work from bound levels.)

¢ Rejection of the concept of “effective cuts”
and “harmonisation” in market access in view
of India’s sensitivity;

_The Ministry of Commerce and Industry _#

¢ Accepting differentiation in de minimis;

(Note : A distinction has been made in the
framework agreement accepting for the first
time a distinction between countries like India
with a preponderance of small and marginal
farmers and other developing countries in the
treatment of de minimis.)

¢ Accepting strong language on special products
and the establishment of Special Safeguard
Mechanism;

(Note : Prior to the formation of G-20, the
agricultural exporting countries had been
opposing both these concepts.)

Market Access for Non-
Agricultural Products
could lead to increased
imports of cheap
industrial goods ?

¢ India has been autonomously reducing its
applied tariffs over the last several years.
The country’s economic blue-print points to
further reductions in applied tariffs over the
next few vyears.

¢ Negotiations in WTO are carried out from bound
tariffs. There is thus no expectation that India’s
current applied tariffs would be adversely
affected. Hence there is no threat of an
increase in imports of cheap industrial goods.

Use of a 'non-linear’ formula is not
development friendly ?

¢ There are various types of non-linear formulae.
The exact type of non-linear formula to be
used remains to be negotiated. In fact one of
the proposed non-linear formula which
the negotiating table is a particularly
development friendly one, as it takes into

is on
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account a country’s existing tariff average
which softens the impact on countries with a
high tariff average, while being harsh on
countries with low tariff averages.

¢ A non-linear formula is the only effective means
of eliminating the tariff peaks in products of
export interest to developing countries like
India in markets of developed countries.

¢ This offers the Indian
opportunity to enhance
world trade substantially.

industry a unique
its market share in

Limited flexibilities for developing
countries ?

¢ The framework provides flexibility for sensitive
products of developing countries through no
cuts or through reduced cuts for a designated
percentage of tariff lines. This provision would
enable India to protect its sensitive sectors,
particularly the small scale sector, while being
ambitious on market access for products of
export interest. Since the specific numbers
are in brackets there is now an opportunity
for Members to take up this issue and
negotiate numbers that would provide them
with appropriate flexibility.

¢ This is the most significant aspect of the
framework from India’s stand point as it would
enable us to protect some of our sensitive
products, particularly those originating in the
small scale sector.

Sectoral component ?

¢ This aspect has been singled out for further
negotiations with regard to its scope and
participation. The issue of the specific sectors
for a possible sectoral tariff reduction is open.

¢ There is enough room to manoeuvre on this
issue.

¢ India’s position on this aspect of the
negotiations is not prejudged and further

discussions afford us an opportunity to press
for a voluntary sectoral approach.

Overall Assessment ?

The adoption of Annex B with the explanatory
paragraph has provided more focus and precision

for future work on modalities. India retains
adequate flexibility to pursue both its offensive
and defensive interests in the area of
Non-agricultural market access. Annex B is a

positive gain in that it provides more clarity on
the future course of action without prejudging
any Member’s position in the negotiations that are
to follow. It may also be noted that this is only
an interim stage to chart the future course of
negotiations. The framework affords ample
opportunity to realise our objective of enhanced
Market Access fir Indian products, particularly in
textiles, leather and Marine products, in the
markets of its major trading partners.

Services ?

¢ It was at India’s insistence right from the
beginning that services has been included in
the July package. Initially, there was not
much support for this idea as other members
felt that services was not a problematic area
and that no guidance was required in contrast
to the situation in Agriculture and NAMA.

¢ It was India supported by the US and at later
stages by a large number of delegations that
succeeded in not only including services in
the July package but on having a separate
paragraph for it in the framework along with
an Annex containing recommendations for future
progress. Both in JOB (04)/96 and JOB (04)/
96 Rev. 1, services was included along with
host of issues under the heading “other
negotiating bodies”. However, due to coalition
building by India and US, in the final text

12/
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Services has been given a separate paragraph
in parallel with the format for the other two

market access issues.

¢ The Annex is an improvement on the Derbez
Text since it specifically refers to the “high
quality of offers” especially in sectors and
modes of export interest to developing
countries. This covers India’s offensive
interests in Modes 1 and 4 where we have
already expressed interest. Further, as in
Derbez text, there continues to be a specific
reference to Mode 4 indicating the interest of
developing countries as well as other members
in Mode 4. The Annex also provides for
review of progress in the negotiations and a
full report to the TNC including possible
recommendations for the 6% Ministerial meeting.

¢ Date for Revised offers has also been fixed in
the July package - May 2005. It is the only
market access area where benchmarks have
been fixed given the differing nature of the
services negotiations which has been
repeatedly highlighted by India. Given this
date, India can now apply pressure for
improved offers in sectors and modes of interest
to India especially from developed countries in
the Revised offer. Hence, India’s offensive
interests have been taken care of adequately
in the July package.

Singapore Issues ?

(Trade and
Trade and Competition Policy and

The dropping of three issues
Investment,
Transparency in Government Procurement) from
the Doha Work Programme is a significant
The fact that the three
have not dropped out totally from the WTO agenda

need not cause much concern.

achievement. issues

Even if the three
issues had been dropped completely from the WTO
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agenda, there would have been nothing to stop
any member from reviving these issues at any
time. Similarly, even if the discussion of any of
these issues is to be resumed at any point of
time, it would be necessary to create a suitable
forum for such discussions, which, again,
require decision by the entire membership. On the
other hand, with the present formulation, it has
been made very clear that there can be no work
towards negotiation of any of these issues under
the Doha Work Programme.

Trade Facilitation

would

is an extremely important area
for the smooth conduct of international trade and
the Indian Industry was keen on commencing
negotiations in this area. The modalities for
launching negotiations on Trade Facilitation
constitute a positive gain for India.

As an active Member of the World Customs
Organization, India is already engaged in
implementing the provisions of the revised Kyoto
Convention for simplification of Customs procedures.
Thus, India equipped to proceed with
negotiations in Trade Facilitation in the WTO. The
fact that India’s trading partners would now be
undertaking similar simplification and harmonisation
of customs procedures would greatly benefit India’s
trade by substantially reducing the transaction
costs.

is well

Developing countries and LDCs had some
apprehensions with regard to excessive costs,
which any new disciplines on Trade Facilitation
may entail. This shared concern led to the
formation of a Core Group which effectively
represented the interests of developing countries.
India was an active Member of this group. The
concerns of this group found expression in the
form of a modalities paper on Trade Facilitation
which underscored the need for taking into account
the different levels of development and the different

implementation capacities amongst WTO Members.

®
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An intense and effective negotiating process saw
a reflection of all developing country concerns in
the final modalities for trade facilitation, agreed to
by explicit consensus.

Developing and Least developed countries’
commitments in Trade Facilitation will be
commensurate with their implementation capacities.
Developed countries are now committed to ensuring
adequate technical assistance and capacity building
for developing and least developed countries. India
has also succeeded in highlighting the need for
the establishment of an effective mechanism for
co-operation between Customs authorities on Trade

Facilitation and Customs compliance issues.

New disciplines in this area would lend greater
predictability by removing unnecessary hindrances
to trade. This would also render India’s foreign
trade more cost effective since the transaction
costs would be reduced considerably.

Development Issues

Slow Progress on Implementation
Issues ?

¢ Of the many implementation issues raised by
India and other countries before the Doha
Ministerial Conference, 41
addressed in the Decision on Implemented
Related Issues and Concerns adopted at Doha.
Of these 41, further work was envisaged on
11 issues, out of which decisions have been
taken in relevant WTO bodies on five issues.
Further work is continuing on the other six
issues referred for further work under the
Doha Declaration. 34 implementation issues
have been sent to relevant negotiating groups
under para 12 (a) of the Doha Ministerial

issues were

Declaration and work is proceeding on them in
the respective negotiating groups.

¢ While para 12(a) issues, which constitute the
implementation
outstanding after Doha, are being addressed

majority of the issues

14)

as part of the negotiations in concerned
negotiating groups, issues under para 12(b)
had languished after January 2003 following
submission of report by these bodies to
the TNC.

¢ To restart the DDA negotiations, the immediate
focus of discussion in the post-Cancun phase
had been on agriculture, NAMA, cotton and
Singapore issues. However, India along with
other developing countries namely Africa Group,
LDC Group and ACP Group insisted that the
July framework must necessarily provide for
road map on all the outstanding implementation
issues. At the initiative of India, a Core Group
on Development Issues was formed and a
formal paper was submitted to the TNC and
the General Council in April 2004 by members
of the Core Group (Africa Group, LDC Group,
ACP Group, India, Indonesia) demanding a
clear road map on development issues.

¢ The July framework provides for an effective
procedure for handling all outstanding
implementation issues, including issues under
12(b) of the Doha ministerial Declaration. All
outstanding implementation
dealt with as a matter of priority by the TNC,
relevant Negotiating Groups and WTO Bodies.
The framework provides for clear time lines
for reporting by the Director General to the
TNC and review any appropriate action taken
by the General Council by July 2005.

issues would be

Slow Progress on S&D Issues ?

¢ There has been some progress in addressing
agreement-specific proposals submitted by
members. The Annex C to the Derbez text
contains 28 S&D proposals on which, in
principle,
members in the pre-Cancun phase.

agreement had been reached by
However,
the LDC and Africa Group — who have submitted
the majority of the agreement-specific
proposals - felt that the package did not
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constitute a commercially meaningful one. They
would prefer to further strengthen the package
before harvesting it.

¢ The July framework clearly notes that all
proposals would be expeditiously reviewed by
the CTD-SS or other relevant WTO bodies,
which will come up with clear recommendation
for a decision as soon as possible and no
later than July 2005.

¢ It may be noted that most of the proposals
on these issues have been submitted by the
Africa and LDC Groups, who are the main
proponents on this cluster.

Other Development Issues ?

¢ It is recognized that in the ongoing market
access negotiations, special attention shall
be given to special trade and development
related needs and concerns of developing
countries.

¢ It is recognized that specific concerns of
developing countries, including inter-alia food
security, rural development, livelihood concerns
should be addressed in the negotiations, as
appropriate, relating to agriculture and non-
agricultural products as well as prior unilateral
liberalisation taken into consideration.

Other Issues
Role of India ?

India managed to secure most of its own
interests and those of other developing countries
by forming issue-specific coalitions. India’s role in
the formation of the G-20, together with Brazil, is
well-known.  Our objectives on Singapore issues
were achieved through a Core Group on Singapore
Issues which India was instrumental in forming.
Likewise, India helped form a Core Group on
Development Issues to speed up work relating to
special and differential treatment and
implementation issues. India has been a prominent
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member of the G-33, a group of 42 countries that
played an important role in getting favourable
language on Special Products and Special Safeguard
Measures. India has also been working closely
with the Africa Group, the ACP Group and the LDC
Group. The final outcome was the result of the
combined effort of all these groups and India
played a central role in co-ordinating this effort.

At the same time, wherever there are common
interests on specific India has worked
closely with developed countries also. An example
is the Friends of Mode 4, a group of developed
and developing countries formed to promote greater
liberalisation in movement of natural persons. India
is also a prominent member of the Friends of
Geographical Indications, a group of more than 50
countries, both developed and developing.

issues,

In the agriculture negotiations, India worked as a
member of the so-called Five Interested Parties
(US, EC, Australia, Brazil and India) and in that

capacity, contributed heavily to a satisfactory
outcome.
Framework Agreement Not

Necessary ?

The Framework Agreement encapsulates the
work done since Doha. It locks in some of the
major achievements in the negotiations, particularly
from the standpoint of developing countries. A
deal at this time was required not only to lock in
negotiating gains, but also to ensure that the
multilateral trade negotiations proceed along the
desired path with the development dimension at
its heart. Failure at this stage may have resulted
in the loss of what has been gained and uncertainty
regarding the future, particularly in the context of
possible political developments in the two major
trading powers, the US and the EC. Since the
deal was balanced and took on board most of our
major concerns, it would not have been
interest to stand in the way of the agreement.

(Source: PMI/Geneva, August 2004)

in our
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PARLIAMENT

BRIEFS

@ WTO DRAFT AGREEMENT &

The General Council of the 147-Member WTO
met in Geneva during 27 July to 1 August
2004 with a view to arriving at a consensus
on adopting a Framework Agreement that would
set a roadmap for the on-going negotiations
under the Doha Work Programme. An Indian
delegation led by the Minister of Commerce
and Industry Mr. Kamal Nath actively
participated in the negotiations, leading to this
Framework Agreement adopted on the 1st
August 2004. With a view to safeguarding
the interests of the farming sector, India
made concerted efforts with like-minded
developing countries, including in the G-20
alliance on agriculture and the G-33 alliance
on Special Products. This has ensured, inter
alia, that the elements and principles
incorporated in the agreed framework on
agriculture will lead to substantial
reductions in trade-distorting domestic

subsidies provided to their farm sector &

largely by the developed countries, a
credible end date for elimination of their
export subsidies, and substantial market
access improvements for products of
export interest to developing countries.
Moreover, consistent with the Doha
mandate to negotiate on agriculture, any
additional commitment, particularly in
market access, by developing countries like
India should serve to safeguard their food
and livelihood security concerns and rural
development needs. A new Special
Safeguard Mechanism will also be instituted
for use of developing countries to deal with
any import surge. The Framework for
Establishing Modalities in Agriculture was
adopted by consensus by all developed and
developing country Members.

DRAFT AGREEMENT ON AGRICULTURE

On 1st August, 2004, a Framework for
Establishing Modalities in Agriculture has been
agreed to in the meeting of the General Council
of the World Trade Organisation. The elements
and principles contained in the Framework duly
addresses India’s farm sector interests and
concerns, inter alia, that trade-distorting
domestic subsidies provided to their farm sector
largely by the developed countries are
substantially reduced, their export subsidies
eliminated, and market access opportunities for
products of export interest to developing
countries improve substantially. Moreover,
consistent with the Doha mandate to negotiate
on agriculture, any additional commitments,
particularly in market access, by developing
countries like India should serve to safeguard
their food and livelihood security concerns and
rural development needs. The negotiations are
scheduled to conclude by December 2005.

PATENTS AMENDMENT BILL

In terms of India’s obligation under the
agreement on Trade Related Aspects of
Intellectual Property Rights (TRIPs
Agreement), the Patents Act, 1970 is
required to be amended to introduce
product patent protection for inventions in
the fields of food, chemicals and
pharmaceuticals in addition to the existing
process patent protection. India has time
till 01.01.2005 to do so. A Bill, namely, the
Patents (Amendment) Bill, 2003 to amend
the Patents Act was introduced in Lok Sabha
on 22.12.2003. This Bill contained also
several measures aimed at simplification
of processing of patent applications. With
the dissolution of Thirteenth Lok Sabha, the
said Bill has lapsed.
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@ UNCTAD MEETING AT SAO PAULO

D

India along with other developing countries
group known as G=-77 and China, were
successful in highlighting the concerns of
developing countries under the multilateral
trading system. India also participated in a G-
20 meeting, along with countries such as Brazil,
China, South Africa, Argentina etc. which was
held in parallel to the UNCTAD deliberations.
The main theme of the G-20 discussions was
the need for preferential treatment for
developing countries especially in the agricultural
sector, in the on-going negotiations of the
WTO. The developing countries succeeded in
pointing out that the central issue of
globalisation should be development. It was
also acknowledged that there is a need for
policy space and policy flexibility for the
development strategies of national Governments.
It was decided that UNCTAD, which has
provided an invaluable forum for advancing the
inter-relationship between trade and
development, from both the national and
international perspective, across the three
pillars of its mandate: independent policy
analysis, technical assistance and consensus
building, should continue its work and provide
necessary inputs to the developing countries.

AGENDA FOR WTO TALKS

At the interactive Thematic Session on “Assuring
Developing Gains from the International Trading
System and Trade Negotiations” held on 16
June 2004, as part of the UNCTAD-XI
Conference in Sao Paulo, the Indian
representative inter alia suggested some
principles that could be followed for assuring
development gains from international trade, the
trading system and trade negotiations. The
principles referred to in the intervention
included the following:

There should be genuine liberalisation by the
major trading partners in pro-development areas
and sectors in which developing countries have
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current and emerging comparative advantages;

(II) Trade rules should enable developing countries
to get better access for their labour-intensive
exports of goods and services and more scope
for mobility for developing country
labour in international trade;

(III) Poverty-sensitive export sectors of developing
countries should be promoted and supported,
including through enhanced and predictable
access in premium markets;

(IV) Developing countries should be encouraged to
capture better and higher returns from the
exports of their commodities, manufactures and
services. UNCTAD’s thrust towards increasing
developing country participation in dynamic and
new sectors should be encouraged;

(V) The rules, both in terms of intergovernmental
arrangements and operation of international
markets, should ensure fairness and guarantee
a level playing field for developing countries
while taking into account the special needs

and limited capacities, both structural and
system-induced, vis-a-vis developed country
partners;

(VI) The trading system must accommodate the
policy space imperative for delivery of a wide
variety of public goods.

The WTO General Council Decision of 1t August
2004 included the adoption of a Framework for
Establishing Modalities in Agriculture. This marks
the first stage of the negotiating process. The
Decision also extended the on-going
negotiations under the Doha Work Programme,
including those relating to Agriculture, beyond
1 January 2005 specified in the Doha Ministerial
Declaration leading to the Sixth Ministerial
Conference of the WTO. It also agreed to hold
the Sixth Ministerial Conference in Hong Kong
China in December 2005. In view of this
Decision it is not likely that an agreement on
agriculture issues would be reached during the
current year 2004.

(Source : Replies given in Parliment during August, 2004)
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BYRD AMENDMENT DISPUTE: THE ARBITRATOR REPORT

In October 2000, US had enacted Continued
Dumping and Subsidy Offset Act (CDSOA),
popularly called Byrd Amendment, which provided
for the distribution of the antidumping and
countervailing duties collected by US to the
companies that had brought or supported the
original complaint. The Byrd amendment not only
provided an additional layer of protection to the
US domestic industry beyond what has been
provided for in the Anti - Dumping Agreement /
Subsidies Agreement, it also gave an incentive to
the US companies to support antidumping and
countervailing duty petitions. India along with
eight other countries including Canada, EU, Japan
and Korea sought consultations with the US on
this measure. Subsequently, a WTO Panel and
the Appellate Body held the Byrd Amendment to
be inconsistent with requirements under the Anti-
Dumping Agreement and the Subsidies Agreement.
A WTO Arbitrator gave the US a reasonable
period of time up to 27 December 2003 for
complying with the DSB decision in this dispute.
So far, US has not taken any action to repeal
the Byrd Amendment.

As the US had not complied with the DSB
recommendation in this dispute within the
reasonable period of time, on 15 January 2004
some of the co-complainants including Brazil, India,
EC, Korea and Mexico sought DSB

authorisation to retaliate against the US. The

Japan,

request was objected to by the US which sough
arbitration under Article 22.6 of the DSU. The
report of the arbitrator has been circulated to
the WTO member countries on 31 August, 2004.

The following joint press statement was issued on
31/8/04 by the CO-complainants i.e., Brazil, Canada,
the EU, in the
arbitrator report (Note: As has been mentioned in

Japan, Korea and Mexico
the press release, the main aim remains for the US
to act immediately to repeal the Byrd Amendment):

The WTO arbitrators have today given a
green light for eight WTO Members to retaliate
up to more than $150 million against the U.S.
for failing to comply with its international
trade obligations. In January 2003, the WTO
ruled as illegal a piece of U.S. Legislation
commonly known as the “"Byrd Amendment”,
under which antidumping and countervailing
duties are distributed to the domestic
companies that had requested or supported
the imosition of those duties. The WTO gave
the U.S. until December 2003 to comply with
the WTO ruling but the U.S. missed this
deadline. The failure by the U.S. to bring its
measure into conformity with WTO rules
prompted eight WTO members - Brazil,
Canada, Chile, the EU, India, Korea, Japan
and Mexico -to request authorisation from
the WTO to impose additional import duties
on US products or to suspend other
obligations to the US.

the Co-
complainants may exercise their retaliatory

Further to today’s award,
rights, at any time deemed appropriate, in
accordance with the award and the

requirements of the WTO rules on the
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settlement of trade disputes. The award of
the Arbitrator cannot be appealed.

The eight WTO Members strongly urge the US
to act immediately to repeal the illegal “Byrd
Amendment”.

In today’s decision, the WTO has taken the
approach to calculate the level of the additional
import duty or other countermeasures based on
the amount of payments disbursed to the US
industry in the latest annual distribution.
Specifically, the authorised level of retaliation is
based on the trade effects of the most recent
payments distributed from antidumping or
countervalling duties collected on the products
originating from each Member. Accordingly, those
payments shall be multiplied by a factor of 0.72,
which is based on a economic model developed

by the arbitrator to determine such trade effects.

The level of sanctions may vary every year so
as to reflect the wide variations in the amount
of payments made under the Byrd amendment
from one year to the other.

Background

The Continued Dumping and Subsidy Offset Act of
2000 (so-called Byrd amendment) mandates the
distribution of the antidumping and countervailing
duties to the companies that brought or supported
the complaints. It, therefore, creates an undue
incentive for U.S. industries to seek the imposition

of duties on imported goods, thereby improving
their competitive position and receiving cash
payments.

A total of US $231 million was distributed in 2001
and around US $330 million in 2002. The main
recipients have been in the bearing, steel and
other metal, household items and food (in
particular pasta) sectors. Though 2003 data
regarding disbursements has yet to be finalised,
information published so far indicates that
distribution for that year would amount to about

US $240 million.

Eleven WTO Members (Australia, Brazil, Canada,
Chile, EU, India, Indonesia, Japan, Korea, Mexico
and Thailand) combined forces to challenge the
WTO compatibility of the legislation in 2001.
A Panel in September 2002 and the Appellate Body
in January 2003 confirmed that the Byrd amendment
is an illegal response to dumping and subsidisation.
The US had until 27 December 2003 to bring this
legislation into conformity with the WTO rules.
Eight WTO members (Brazil, Canada, Chile, the EU,
India, Korea, Japan and Mexico) then requested
the DSB to authorise the countermeasures on 26
January 2004. The US objected to these requests
and the issue of the level of countermeasures was
referred to arbitration.

Despite calls by the US administration to repeal
the law, the US Congress has not yet implemented
the WTO ruling. Two bills are pending, but neither
has so far reached the discussion stage.

—~— P



|I1dia &The

'Geneva was a movement
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‘National interest
top of agenda at
Doha WTO meet’

EXPRESS NEWS SERVICE
HeWDELHL MMLST IS

COMMERCE  Minsster
Kamal MNath today said MNew
Delhd has been able to achicve
all 15 major ohjectves in the
recently-concluded  frame-
work agreement in Genevi
and would approach the
WO talks, putting "national
interests” ahead.

The bamework agree-
ment is the first magor step to
break the impasse m WTO
talks after collapse of the Can-
«cun minsterial and lays doewn
prrinciples and criteria for moy-
ing fomaard in the Dioha round
of negotiations.

Making a statement in
hoth Houses of Parliament,
Math said: “We are deter-
rmanexd toensune thit a5 negod-
ations proceed hased on the
framework that has been re-
cently agreed upon, our core
comcerms continue o be ade-
guesiely addressed™.

“Ohur approach e the ne-
gotiations will be dictated by
owr mational inerests, cspe-
ially cur coneems for millions
of farmiers._as abo our objec-
tive of stimulating economic
activity through export of our
goods andservices,” he said.

He sasd the neststep in the
WO talks will be final&ation
of mccdalities and ghing shape
and mezning tovarious special
previsions that “we have man-
aged 1o incorporate in the
Tramework agrecment™.
Export subsidies

Math said the framework
prowided for elimination of all
forms of export subsidies by an
end date.

This was among Indin’s
mapor demanids as developed
coumntries were extending sup-
portaf hundreds of billions of
dodlars every year 1o their
farmers, nesulting in bow prices
for their agri-egpons.

“This commitment in the
agreement is, thesclore, a pos-
itive achievement,” he said

(Indian Express 17.08.2004)

adding at the same time, the
flexbilsty available b0 devekop-
g countnes like India 1o pro-
vide subsidies for export of
agricultural products would
contimee for & perod beyond
the elimination of export sub-
sidies by developed countries.

Trade distorting support

Math  said  developing
countries have succeeded in
extracting an immedite corm-
rmitment in the foem of 20 per
cent reduction in cverall trade
disborting support in the very
first year itself.

Bescles, the permisible de
miirirnis Friindmal ) suppon fos
developed countries would be
reduced froem the presemt level
of five per cent while develop-
ing ooanitries like India swould
nitt have ohligation to reduce
their existing level of de min-
imissupportof 10 percent.

The blue box (trade dis-
forting domestic support given
by developed countrics), hith-
ertouncapped, will be capped
at five per cent from the Brst
year of the implementation
period itself.

Better market access

The Frameswok agreement
envisages higher raies of tariff
facing higher levels of cuts
Since the reduction reguired is
from bound rates which in the
case of India are much higher
than the applicd rates, “we
have an adequate cushion of
comfort”, e s,

Dieveloped countmeswhich
dom't have this cushion will
have 1o effect rcal and decp
cuis, Thus, markel access for
Inclia's Earm prochacts will in-
e, “We are abo elighle to
du@ille...prmmm:ipwinl
products based on our food
il Ivelshood security or rural
development needs,” he said.
The framework provides for
uss of aspecial safeguand trig-
gered by prices or quantity
against surge in imports o pro-
tect domestic producers in de-
weloping countnies, Mathisaid
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India Achieved Objective
At WTO: Kamal Nath

OUR POLICY BUREALT
Mew Delhi, Awvg 16

&

India has been able tw
achiewe all its major objectives
in the framework agresment
adopted by the Workd Trade
Crganisation (WTO), com-
merce & industry mingster
Kamal Nath has informed Lok
Sabha on Monday:

The minister said in agrl-
culture it had been agreed that
all forms of export subsidies
would be eliminated by an
end date. "ThE was our major

demand, since the developed -

couniries are extending sup-
port of hundreds of billions of
dollars every year to their
farmers, resulting in artifi-
clally low prices for thekr agn-
exporis, This commitment in
the agreement i therefore a
positive  achievement,” Mr

Nath added.

At the same time, the flexi-
bility available to developing
oouniries to provide certain
subsidies for the expont of
agriculiural products would

contimee io be available foran
even lenger period, beyond
the elimination of export sub-
sidies by developed countries,
e zadd.

O trade-distorting domes-
tic support, Mr MNath said, it
had been possible to ensure
that an immediate commit-
ment of 20 per cent reduction
i overall erade distorting sup-
part would be made in the
wery first year itself. "Thus our
concemn relating (o prodection
of the support we extend to
poor farmers have been ade-
quately addresed *

The minister said, the blue
box, hithenouncapped, would
be capped at 5 per cent from
the first year of the implemen-
ation period inself, A modified
blue box can be created only
after agreement AMOoNg M&m:

thess on the critaria-wwiskich

would be subject to negotia-
tions.” On market access, the
agmement  envisages  that
higher rates of ariffwould face
higher lewels of cuts, Mr Nath
said, adding thar “market
access for our products would
increase®,

Core concerns dealt
with at WTO: Nath

NEW DELHI, Aug 16 —
India’s major obpectives,
particularly its “core con-
cerns o agnsulture” have
been achieved in the World
Trade Crganisation (W TCY)
Framework  Agreement,
which layvs down guidelines
for the Doha round of ne-
gotiations, In a statement
lazd in bath Houses of Par-
liament today, the com-
merce and industry minis-
ter, Mr Kamal Nath, out-
lined the agreement final-
ised an 31 July.

“We atach due impors
tance to the smooth func-
ticaing of the multilateral

trading system,” Mr Kamal
MNath asserted in the state-
ment. “We are determined
1o ensure that as negotia-
tions proceed based on the
Framework Agreement,
our cure concerns are ade-
quately addressed.”

India's approach 1o
WTO talks, he stressed,
wauld be dictated by “na-
tional interests”, especially
concems for the millions of
farmers dependent  for
their livelinood on agricul-
ture as also the objective of
stimulating economic activ-
ity through export of goods
and sepvices, — SMNS

~_The Ministry of Commerce and Industry _#

(Financial
Express
17.08.2004)

(Statesman
17.08.2004)
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(Tribune 13.08.2004)
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WTO Draft Pact Not To Hit Rural Plan: Montek

OUR POLICY BUREAL
New Dethi, Aug 12

Planmning Commission
deputy chairman  Montek
Singh Ahluwalia has said that
the framewsrk agreement
reached by World Trade
Organisation (WT0) members
recentlyin Genevato restan the
stalled Doha negoiations will
not affect rural development
effors being undertaken in the
Country.

Speaking to mediapersons
aftera meetng vwith comimeé ke
and industry minisier Kamal
Math, who briefed him on the
agreement, Mr Alduwalia said
tha [ndia had retained its flex-
ibility in the area of agriculnre.
The framework agreement
waill, in no way, place a limir on
resawnces for social sector and

rural development as the cap
on domestic support for devel:
opifg coumntries has been main-
tained at 10 per cent of total
agriculture prodisction (known
a5 de minimis support), Mr
Abluwalia said.

Incdin, at present, provides
just2 peroentod the value of its
agriculiure production to its
farmers. In the framework
agreement, the country has

managed to escape from |

undertaking any reduction
commitmedits of it deminimis

suppart, on the grounds of

livelihood concems of is
farmers.

The deputy chairman said
that India had got 8 much bet-
ter deal in Geneva comjsared
1o what was being offered in
Cancun, Mexico, where minis-
terial talks had collapsed over

Plarnirg Commission deputy chairman Morek Singh Ahluwalia
with mdusiry minister Kamal Nath at a meeting in Yojana Bhawan

in Wew Delhi on Thursday,

B F& Photo by Raaj Dayal
wies mainly on the lssue of
agriculoure. *

disagreement between devel-
oped and developing coun-

(Financial Express 13.08.2004)

22/

Mulayam
Hails India’s
Show At WTO

CUR POLICY BUREAL
."i‘rw Dethi, Aug 11

Samajwadi leader
Mulayam Singh Yaday has
praised the framework WTO
agreement reached at the
recent Geneva meeting. With
this he has lent moral support
to commerce and industry
minlster Kamal Nath, who
has been criticised by the
Oppositien for not protecting
the countrys interesis at
WL

In a lemer to the commente
minister, Mr Yadav said that
the framework, which would
form the basis of further nego-
tiaticng in the Doha round, will
notonky protect the interests af
Indian farmers but also snsure
gains for them.

Praising Mr Nath's role in
the npegetiations, Mr Yadav
expressed hopes that he would
continue to play a pro-active
role in the follewing negotia-
tions at the WTO in order to
safeguand the interests af the
farm sector in India.

Acconding to an offical
redease, 5P leader Amar Singh,
during his discussions with Mr
Math, agreed that it was of
great impartance for the coun-
try to provide a bevel playing
field for its Farmers in the inter-
national market and said that
the framework fully addresses
thiese CONCEemS.

(Financial Express
12.08.2004)
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The new dynamic in world trade

bt eliminatisn of billlons of

dilbif In Mk siibaldiis and

the eniry of agriculbure inin

Ehe mainstream of the sl

Baivral trading sysiem consifubed e
orrrirepiecn o e Dobe round of irede
Last ke

al the Workd Trode Drgandsation ook 6
divisbve Slig forwird with thelr break
thisigh aEresmiest o slch trade-dis-
Gortmgr farm mabaidies

The agreement. repched afer rierse
mepelluibons o Joeneva, reflecis ihe
growing percuplisn thal rich patlons’
apriczitural sohaidies are deeply harm.
ful. Their deleterius effects on con-
sumirs, rural workers and exporters
from the divileplsg woerld are now
widely ncknowledged - even n deval-
oped coumdries. The agreement last
wozkend offers The precisbon mequired
al thiz stags, while providing & solid
base for & true “devwlopment round
i derhied by the Daha minisierial con-
farancs G 30N, 0L dlso highlighils D
amergence of & pew dyramic 1|‘HI-
ihe WTTH

The cetral lessen of e recent talks
wema from the negolisiing process
viself. This breaktheongh would haw
il impossible without & degree of
mullipolarity rew laking rood in tee
W, Thie rew multipolarity i& impsr-
cank becamse witheut it Hhe mobon of &
“multllaberal™ trinde sysiem. mepre
srred by the WTO, woold be & fetlon.

Attempts were made at the unsuc-
easafil minkierial trade meeting in
Camcem |aed pear bo comvlnes tha WTO
membership in general - amd develog-
imeg counivles in particadar - ihat a pre
cenked deal eiwesn Be jwo eading
drading partmers should be accapted as
the only possible hasie for mgreement
But the pelities aof trisde wene underge-
iry a translorssaibon. The Dol men-
darte bad provided deesloping cotiss riai
with & plhiform for associabing trade
Hieralisation with social jestice. The
By of free and falr rode wis Bow
Eaing wawed hy tha poor, Reform.
minded scions (0t dewnloped werld
mallled Befumd this ambétlons spends.
As otk leillng US sewspaper nolid,
wmabbaidies harl for snme lime besn can-
sdered Immaoral; the fime had come 1o
also make them illegal

The appearases of b Group of 20
develnping countres - reprening 22
per cemt of world agrsontbaral r.llr.rn:

ance and craditality tsat kad besn |sck-

achieves will begin to produce posillve
inaTs for e deved inl

ing in the dscision-making o

Wik the framiwork arreed he
Dohs roamd seems in e on irech b
tecome & read “development agenda”™
Dibwlowsly, developleg matons did s
ot evaryihing thay ashed for in
{zaneva, But the owerall drection (s
<lenr: This 1s the beginnlng of the emd
o Expert Aubsidbes (e alige is sl for
a substantial reduction &= all &ypes of
irade-disiorting domestic suppori; mar

grewlth. Compelitive  sericultural
exparters from the soudhe imecheding
members of the Morcosur group, can
kegitimataly expect an aculersion aof
mdorms im the porth. ideveloping: coum
tries being the south, industriakised
belng e north). Mors opeiteble red
ing eadiions may amenm even ae
megodiations procesd. According e
some inltial eslimates. a soccessiol

L by the Doha segoikiions

The averall direction is clear;
the stage is set for a
substantial reduction in all
types of trade-distorting
dormestic support

Tl and 0 per ol of roral |
mudn & b diferenca. AL fret uslalrly
W-lwh H“m
esiablished fisel s an’

H.ljﬂ- in i ssarch iu' [ H]:-‘.'ld

in the agr O,
dram. As hrl:-l.dl:.' recognised, the
tramewek agresd lasi wesliond woukl
ml Bave seen desdight without the
active participation of the G20, By set-
l:lrl[ ouf concrete proposals im Genea.
the 430 helped inirodwce ihe wery Bbal

ket eant '_nr

Dﬂh‘nﬁu e the

counirbes. Hecent ﬂipuh-udl-_nq
cases willl foul iha geewral erend toward
more squitsbde dasciplines for world
Crade o agricultore.

Fors olsarvers Sa¥ Bl even helome
the guidelines: srlablished in ihe agres
ment are transhbsd inte aciuel s
Sares,

ihe comvergence alrasdy

(Financial Times 04.08.2004)

eauld [ilt mere than 500m peopls out of
poverty and o8d £200bn annually to
diveloplig counlry soomlic.

Hiil wa should et undersstimabe Ehe
challenges posed by other ibems. such
as non<agriculiural prodocis, trede
Eacllicaibon, spincial iredi tresiment for
developing mountries aod implementa:
thonrelated sses

Theehe: i i of crickal lsportass
Bar drviloping counérias, ln which we

caliure has Belped rescuc B WTO
fros paralyvai. | am convineed this s
tha rmlly way to Eransinie into resisty
the promise of the Doha deveElopinent
genda asd do fonge & new WTO.

Fhor apraier fy foregn peipisier of Brozil




FOREIGN TRADE POLICY

(2004-09)

The Strategy :

The comprehensive Foreign Trade Policy announced by Mr. Kamal Nath on 31t August, 2004 takes an integrated
view of the overall development of India’s foreign trade. The objective of the Foreign Trade Policy is two-fold:
(i) to double India’s percentage share of global merchandise trade by2009; and (ii) to act as an effective
instrument of economic growth by giving a thrust to employment generation, especially in semi-urban and rural
areas. The key strategies are: (i) Unshackling of controls; (ii) Creating an atmosphere of trust and transparency;
(iii) Simplifying procedures and bringing down transaction costs; (iv) Adopting the fundamental principle that
duties and levies should not be exported; and (v) Identifying and nurturing different special focus areas to
facilitate development of India as a global hub for manufacturing, trading and services.

Highlights :

Special Focus Initiatives : Sectors with significant export prospects coupled with potential for employment
generation in semi-urban and rural areas have been identified as thrust sectors, and specific sectoral strategies
have been prepared.

Export Promotion Schemes : (a) Target Plus : A new scheme to accelerate growth of exports called ‘Target
Plus’ has been introduced. Exporters who have achieved a quantum growth in exports would be entitled to duty
free credit based on incremental exports substantially higher than the general actual export target fixed.
(b) Vishesh Krishi Upaj Yojana: Another new scheme called Vishesh Krishi Upaj Yojana (Special Agricultural
Produce Scheme) has been introduced to boost exports of fruits, vegetables, flowers, minor forest produce and
their value added products. Export of these products shall qualify for duty free credit entitlement equivalent to 5%
of FOB value of exports. The entitlement is freely transferable and can be used for import of a variety of inputs
and goods. (c) 'Served from India’ Scheme: To accelerate growth in export of services so as to create a
powerful and unique ‘Served from India’ brand instantly recognized and respected the world over, the earlier
DFEC scheme for services has been revamped and re-cast into the ‘Served from India’ scheme. Individual service
providers who earn foreign exchange of at least Rs.5 lakh, and other service providers who earn foreign
exchange of at least Rs.10 lakh will be eligible for a duty credit entitlement of 10% of total foreign exchange
earned by them.

Free Trade and Warehousing Zone: This new scheme has been introduced to create trade-related infrastructure
to facilitate the import and export of goods and services with freedom to carry out trade transactions in free
currency aims at making India a global trading-hub. FDI would be permitted up to 100% in the development and
establishment of the zones.

Services Export Promotion Council: An exclusive Services Export Promotion Council to be set up in order to
map opportunities for key services in key markets, and develop strategic market access programmes, including
brand building, in co-ordination with sectoral players and recognised nodal bodies of the services industry.

Procedural Simplification & Rationalisation Measures: These include: all exporters with minimum turnover
of Rs.5 crore and good track record will be exempt from furnishing Bank Guarantee in any of the schemes, so as
to reduce their transactional costs; time bound introduction of Electronic Data Interface (EDI) for export transactions;
and 75% of all export transactions to be on EDI within six months.

Bio-Technology Parks: Bio-technology Parks to be set up which would be granted all facilities of 100% EOUs.

Board of Trade: The Board of Trade given a clear and dynamic role. An eminent person or expert on trade
policy to be nominated as President of the Board of Trade, which will have a Secretariat and separate Budget
Head, and will be serviced by the Department of Commerce.
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